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Montblanc (UK) Limited

Directors’ Report for the year ended 31 March 2012

The directors submit ther report and the audited financial siatements of Montblanc (UK)
Limited {“the company") for the year ended 31 March 2012

Principal activities

Montblanc (UK) Limited 1s a company incorporated in the United Kingdom under the
Companies Act 2006

The prnincipal activittes of the company continue to be the marketing and sale of luxury
consumer products in the United Kingdom, including pens, accessones for men and women,
watches, jewellery, leather goods and associated products

Results

Durning the year, the company made a profit after tax of £422,000 (2011 £450,000) The
statement of comprehensive income Is set out on page 7

Dividends
No dividend has been paid or declared in respect of the year (2011 £5,000,000)
Review of business and future developments

The company cperates 5 of its own boutiques In central London, and concessions In other
stores in Birmingham and London The results for the company show a pre-tax profit of
£492,000 (2011 £783,000) for the year and sales of £18,714,000 (2011 £17,848,000) The
company had cash at bank at the year end of £3,502,000 (2011 £2,883,000) The company
has borrowings of £nil (2011 £mil) Montblanc sales were slightly ahead of the previous vear,
driven by strong watch sales Trading was affected by continued uncertainty in the UK
economy The pre-tax profit dropped due to wage inflation, increases to business rates and
higher pension & social security costs in the current year It 1s expected that sales will grow n
the coming year, with strong marketing investment in watches and jewellery, and eCommerce
activities

Principal risks and uncertainties

The management of the business and the execution of the company’s strategy are subject to a
number of risks

The key business nisks and uncertaintes affecting the company are considered to relate to
competition from both national and independent retailers, employee retention, and product
avallability However, the directors of the Richemont group (Compagnie Financiére Richemont
SA) manage the group’s nisk at a brand level rather than at an individual business unit level
Financial risk management

For the Company’s financial sk management policy please refer to note 3 to these accounts
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Montblanc (UK) Limited

Directors’ Report for the year ended 31 March 2012 continued
Key performance indicators

The directors of the Richemont group manage the group’s operations on a divisional basis and
monitor the performance of Montblanc (UK) Limited at a consolidated brand level

For this reason, the company's directors believe that analysis using key performance
indicators for the company 1s not necessary or appropriate for an understanding of the
development, performance or position of the business of Montblanc (UK) Linuted

Directors and their interests

The dwectors of the company during the year and up to the date of signing the financial
statements were -

K Boltman (Managing Director)
W S G Lawrence (Secretary)

KH Handke {Director}

S Tornieporth {Director}

During the year, no director had a matenal interest in any contract that was significant in
relation to the company’s business

Contnbutions

Contnbubions made by the company during the year for chartable purposes amounted to £nil
(2011 £nil) No contributions for political purposes were made duning the year {2011 £nil)

Statement of directors’ responsibilities
The directors are responsible for preparing 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 International Financial Reporting Standards (“IFRSs") as adopted by the European Union
Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and far view of the state of affars of the company and of the
profit or loss of the company for that period

In preparing those financial statements, the directors are required to
»  select suitable accounting policies and then apply them consistently,
+ make judgements and estimates that are reasonable and prudent,

+  state whether applicable International Financial Reporting Standards (IFRSs) as adopted
by the European Union have been followed, subject to any material departures disclosed
and explained in the financial statements, and

=  prepare the financial statements on the going concern basts unless it 1s inappropnate to
presume that the company will continue in business
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Montblanc (UK) Limited

Directors’ Report for the year ended 31 March 2012 continued

The directors confirm that they have complied with the above requirements in preparing the
financial statements

The directors are responsible for keeping proper accounting records that are sufficient to show
and explain the company’s transactions and disclose with reasonable accuracy at any time the
financial positien of the company and enable them to ensure that the financial statements
comply with the Companies Act 2006

They are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities

Directors’ indemnities

The Group purchased and mantained throughout the financial year Directors’ and Officers’
hability insurance in respect of the Company and its Directors

Statement of disclosure of information to auditors
Each person who 1s a director at the date of approval of this report confirms that

(a) so far as the director 1s aware, there 15 no relevant audit information of which the
company's auditors are unaware, and

(b} he has taken all the steps that he ought to have taken as a director in order to make himself
aware of any relevant audit information and to establish that the company's auditors are aware
of that information

Independent auditors

The auditors, PricewaterhouseCoopers LLP, have indicated ther willingness to continue in
office In the absence of a notice proposing that therr appointment be terminated, the auditors,
PricewaterhouseCoopers LLP, will be deemed re-appointed for the next financial year

By Order of the Board

W S G Dawrence
Secretary
31 July 2012
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Montblanc (UK) Limited

Independent auditors’ report to the members of Montblanc (UK) Limited

We have audited the financial statements of Montblanc (UK) Limited for the year ended 31
March 2012 which comprise the Statement of comprehensive income, the Statement of
financial position, the Statement of changes in equity, the Statement of cash flow, and the
related notes The financial reporting framework that has been applied in therr preparation 15
applicable law and Internatronal Financial Reporting Standards {IFRSs) as adopted by the
European Union

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on pages 3
and 4, the directors are responsible for the preparation of the financial statements and for
being satisfied that they give a true and fair view Qur responsibility 1s to audit and express
an opinion on the financial statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board’'s Ethical Standards for Auditors

This report, Including the opinions, has been prepared for and only 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 gving these opinions, accept or assume
responsibility for any other purpose or to any other person to whom this report 1s shown or
tnto whose hands it may come save where expressly agreed by our prior consent 1n writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial
statements sufficient to give reasonable assurance that the financial statements are free
from matenal missiatement, whether caused by fraud or error This includes an assessment
of whether the accounting policies are appropriate to the company's circumstances and
have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by directors, and the overall presentation of the financal
statements In addition, we read all the financial and non-financial information in the annual
report to 1dentify matenal inconsistencies with the audited financial statements If we
become aware of any apparent material misstatements or inconsistencies we consider the
imphcations for our report

Opinion on financial statements
In our apinion the financial statements

¢ give atrue and far view of the state of the company's affairs as at 31 March 2012 and of
its profit and cash flows for the year then ended,

+» have been properly prepared in accordance with IFRSs as adopted by the European
Union, and

+ have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Compantes Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which
the financial statements are prepared 1s consistent with the financial statements
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Montblanc (UK) Limited

Independent auditors’ report to the members of Montblanc {UK) Limited continued
Matters on which we are required to report by exception

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

* adequate accounting records have not been Kept, or returns adequate for our audit have
not been received from branches not visited by us, or

+ the financial statements are not in agreement with the accounting records and returns, or
» certain disclosures of directors’ remuneration specified by law are not made, or

¢ we have not receved all the information and explanations we require for our audit

L AL

Simon Morley

Senior Statutory Auditor

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

1 Embankment Place

London

31 July 2012
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Montblanc (UK) Limited

Statement of comprehensive income for the year ended 31 March 2012

2012 2011

Note £'000 £000

Revenue 18,714 17,948
Cost of sales (10,321) (9,737)

Gross profit 8,393 8,211
Selling and marketing costs {7,826) (7.484)
Administrative expenses {699) {617)
Other operating income 6 624 673
Operating profit 4 492 783
Finance income/{expense) - -
Profit before taxation 492 783
Taxation 8 (70) {(333)
Profit and total comprehensive income 422 450

for the year

All operations are continuing The notes on pages 11 to 32 form an integral part of these
financial statements
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Montblanc (UK) Limited

Statement of financial position as at 31 March 2012

Note 2012 2011
ASSETS £000 £000
Non-current assets
Property, plant and equipment 10 675 1,026
Intangible assets 11 6 7
Retirement benefit asset 17 118 62
Deferred tax asset 8 538 367
1,337 1,462
Current assets
Inventones 12 3,070 2,917
Trade and other receivables 13 1,640 1,425
Cash and cash equivalents 14 3,502 2,883
8,212 7.225
Current habilities
Trade and other payables 15 {3,010) (2,384)
Provisions 16 {56) {56)
Corporation tax hability 8 (209) (300)
{3,275) (2,740}
Net current assets 4937 4,485
Total assets less current liabilities 6,274 5,047
Non-current habilities
Deferred income 15 (12) (54)
Provisions 16 (51) {(119)
(63) {(173)
Net assets 6,211 5,774
Capital and reserves
Share capital 18 - -
Share option reserve 154 139
Retained earnings 6,057 5,635
Total equity 6,211 5774

The financial statements on pages 7 to 32 were approved by the Board of Directors
and were signed on its behalf by

Montblanc (UK) Limited
Registered number 3482431
31 July 2012
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Montblanc (UK) Limited

Statement of changes in equity for the year ended 31 March 2012

Share
Share option Retained
Note captal reserve earnings Total
£'000 £'000 £'000 £000
At 1 Apnil 2010 - 113 10,185 10,298
Profit for the year - - 450 450
Dwidend ° - - (5,000}  (5,000)
Share options value of services 16
provided - 26 - 26
At 31 March 2011 - 139 5,635 5,774
Profit for the year - - 422 422
Share options value of services 16
provided - 15 - 15
At 31 March 2012 - 154 6,057 6,211

Since the share capital amounts te £1, it 1s not shown on the face of the statement as the
disclosure 1s in £ thousands

Credits to the share option reserve correspond to the far value of the employee services
received in exchange for share options granted to certain of the group's executives The
share option reserve 1s not distributable

The notes on pages 11 to 32 form an integral part of these financial statements
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Montblanc (UK) Limited

Statement of cash flows for the year ended 31 March 2012

Note

Cash flows from operating activities

Cash inflow from operations 19
Interest received

Net cash generated from operating

activities

Cash flows from investing activities

Purchases of property, plant and 10
equipment {(PPE)
Purchase of intangible assets 11

Proceeds from sale of PPE
Net cash flow from investing activities

Cash flows from financing activities
Dwidend paid
Net cash used for financing activities

Net increase / {decrease) in cash and
cash equivalents

Cash and cash equivalents at 1 Aprl 14

Cash and cash equivalents at 31 March 14

2012 2011
£000 £:000
772 923
772 923

(147) (202)
(6} -

- 1
{153) (201)
- (5,000)

. (5,000)

619 (4,278)
2,883 7,161
3,502 2,883

The notes on pages 11 to 32 form an integral part of these financial statements

Page 10




Montblanc (UK) Limited
Notes to the financial statements for the year ended 31 March 2012

1

(a)

(b)

(c)

Basis of preparation
General infaormation and basis of preparation

These financial statements have been prepared in accordance with International Financial
Reporting Standards as adopted by the European Union (IFRSs as adopted by the EU),
IFRIC Interpretations and the Compames Act 2006 applicable to companies reporing under
IFRS

The policies set out below have been consistently applied to the years presented unless
otherwise stated

These financial statements have been prepared under the historical cost convention
New accounting standards

Certain new accounting standards, amendments to standards 1ssued by the IASB and
interpretations 1ssued by IFRIC are not yet effective for the year ended 31 March 2012

IAS 19, Employee benefits was amended in June 2011 The significant changes are to
eliminate the corridor approach and require all actuanal gains and losses to be recognised
through other comprehensive income as incurred, to replace the estimated return on plan
asset with a net interest amount determined by applying the discount rate to the net benefit
asset / lability, and to recognise all past service costs immediately The Company has yet to
assess the full impact of the amendments, however it 1s estimated these would include an
increase in the recognised pension llability of an amount similar to the unrecognised actuarial
losses

IFRS 9, Financial instruments 1s mandatory for the Company’s 2016 reporting and could
change the classification and measurement of financial assets and financial habilihes

There are no other new or amended standards or interpretations thal would be expected to
have a matenal impact for the Company

The financial statements are prepared on a going concern basis
Foreign currency translation

Functional and presentation currency

ltems included in the financial statements are measured using the currency of the primary
economic environment in which the entity operates (the ‘functional currency') The financial
statements are presented in Sterling, which 1s the company's functional and presentation
currency

Transactions and balances

Foreign currency transactions are translated into the funchtonal currency using the spot
exchange rates prevailling during the year Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at the year-end exchange rate of
monetary assets and habihities denominated in foreign currencies are recognised in the
statement of comprehensive income
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(d)

()
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Montblanc (UK) Limited
Notes to the financial statements for the year ended 31 March 2012 (continued)

Basis of preparation (continued)

Intangible assets

Software

Costs that are directly associated with developing, impiementing or improving tdentifiable
software products having an expected benefit beyond one year are recognised as intangible
assets and amortised using the straight ine method over their useful lives, not exceeding a
period of five years Costs associated with evaluating or maintaining computer software are
expensed as incurred

Leasehold rights and incentives

Premiums paid to parties other than the lessor at the inception of operating leases for
leasehold builldings are capitahsed and amortised over the lesser of 10 years or the
remaining period of the lease

Property, plant and equipment

All property, plant and equipment 1s shown at cost less subsequent depreciation and
mparment Cost includes expenditure that 1s directly atinbuiable to the acquisition of the
tems

Subsequent costs are included in the asset’s carrying amount or recognised as a separate
asset, as appropriate, only when it 1s probable that future economic benefits associated with
the tem will flow to the company and the cost of the item can be measured reliably All reparr
and maintenance costs are charged ic the statement of comprehensive income during the
financial period in which they are incurred

Depreciation on property, plant and equipment 1s calculated using the straight-line method to
allocate the cost of each asset to its estimated residual value over its estimated useful Iife, up
to the imits, as follows

- Boutique fittings 20% per annum
- IT hardware 33% per annum
- Office furniture 20% per annum
- Point of sale fixtures 33% per annum

The assets’ residual values and useful lives are reviewed annually, and adjusted If
appropriate

Gains and losses on disposals are determined by comparing proceeds with carrying amount
and are included in the statement of comprehensive iIncome for the penod

Impairment of assets

All plant, property and equipment, intangible assets and financial assets are tested for
impairment whenever events or changes In circumstance indicate that the carrying amount
may not be fully recoverable An impairment loss 1s recognised for the amount by which the
asset's carrying amount exceeds its recoverable amount The recoverable amount 1s the
hugher of an asset's farr value, less costs to sell, and its value in use For the purposes of
assessing iImparrment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows
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(9)

(h)

(1)

)

(k)

Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued)
Basis of preparation (continued)
Inventonies

Inventories are stated at the lower of cost and net realisable value In general, cost is
determined on a weighted average cost, or on an indwidual cost basis Net realisable value is
the price at which inventories can be realised in the normal course of business, after allowing
for the estimated cost of realisation Where necessary, provision 1s made for obsolete, slow
moving and defective inventones

Trade and other receivables

Trade and other receivables are recognised nitially at fair value and subsequently measured
at amortised cost using the effective interest method, less provision for imparment A
provision for impairment of trade receivables 1s established when there 1s objective evidence
that the company will not be able to collect all amounts due according to the orniginal terms of
the recevables The amount of the provision i1s set by the directors with reference to all the
avallable information and including an assessment of the extent to which the debt may be
recovered and the lIikelhood of such a recovery being made The provision is recognised Iin
the statement of comprehensive income for the period

Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with banks and other
short-term highly liquid investments with oniginal matunties of three months or less

Taxation

Provision s made in each financial year for all taxation expected to be payable in respect of
profits earned during the year

Deferred income tax 1s provided using the lhabiity method, on temporary differences ansing
between the tax bases of assets and habiliies and therr carrying amounts In the financial
statements Deferred income tax 1s not accounted for If it arises from imitial recognition of an
asset or habihty in a transaction, other than a business combination, that at the time of the
transaction affects neither accounting nor taxable profit or loss Deferred income tax 1s
determined using tax rates {and laws) that have been enacted or substantively enacted by
the date of the statement of financial position and are expected to apply when the related
deferred income tax asset 1s realised or the deferred income tax habiity 1s settled

Deferred income tax assets are recognised to the extent that it i1s probable that future taxable
profit will be available against which the temporary differences can be utilised

Employee benefits
Retirement benefit obligations
The company participates in a defined contrnibution pension plan which 1s open to its UK

employees Employer contributions are charged to the statement of comprehensive income in
the peniod in which they fall due
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 {continued)
Basis of preparation (continued)

The company 1s also a participating employer in the Richemont UK Pension Plan, which
provides defined benefits The Plan's funds are administered by trustees and are
independent of the company’s finances Contributions are paid to the Plan in accordance
with the recommendations of an independent actuarial advisor

The total pension cost for the year, calculated in accordance with iAS19 (Employee Benefits),
1s split between the UK brands that participate in the Plan taking into account the attributes of
each brands’ employees n the Plan In determining the total pension cost, actuanal gains
and losses In excess of the 10% corndor (10% of the greater of the Plan's assets and
habilities} are recognised over the future remaining working fife of the active membership

Bonus plans
The company recognises a liability and an expense for bonuses where contractually obiged
or where there 1s a past practice that has created a constructive obligation

Provisions

Provisions for restructuning costs, legal claims and other liabilities are recognised when the
company has a present legal or constructive obligation as a result of past events, it 1Is more
likely than not that an outflow of resources will be required to seltle the obligation, and the
amount can be reliably estimated Provisions are not recognised for future operating losses

Where there are a number of similar obligations, the likelihood that an outflow will be required
In settlement 1s determined by considening the class of obligations as a whole A provision is
recognised even If the likellhood of an outflow with respect to any one item included in the
same class of obligations may be small

Provisions are measured at the present value at the reporting date of management's best
estimate of the expenditure required to settle the obligation The pre-tax discount rate used to
determine the present value reflects current market assessments of the time value of money
and the increases specific to the liability

Revenue recognition

Goods and services

Sales revenue comprises the far value of the sale of goods and services, net of value-added
tax, duties, other sales taxes, rebates and trade discounts Revenue I1s recognised when the
significant nsks and rewards of ownership of the goods and services are transferred to the
buyer

Interest iIncome

Interest income 1s recognised on a tirme-praportion basis using the effective interest method

Leases

Payments made under operating leases (net of any incentives received) are charged to the
statement of comprehensive income on a straight-hne basts over the lease term

Page 14




(n)

{q)

Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued}
Basis of preparation {continued)
Share-based payments

The executives of the company participate n a group equity-settled share-based
compensation plan operated by the ultmate parent company, Compagnie Financiére
Richemont SA The total amount to be expensed over the vesting pernod 1s determined by
reference to the farr value of the options granted, excluding the impact of any non-market
vesting conditions Share-based payments are recognised in the statement of comprehensive
mncome as an expense, spread over the expected vesting period using a farr value model

Trade payables
Trade payables are initially recognised at fair value

Deferred iIncome

Deferred income 1s the long term portion of lease incentives which are released to the income
statement on a straight ine basis until the next rent review or expiration of the lease

Cnitical accounting estimates and judgements

The company 1s required to make estimates and assumptions that affect certain statement of
financial position and statement of comprehensive income items and certan disclosures
regarding contingencies Estimates and judgements appled by management are
continuously evaluated and are based on information available, historical experience and
other factors, including expectations of future events that are believed to be reasonable under
fthe circumstances at the dates of preparation of the financial statements Principal matters
where assumptions, judgement and estimates have a significant role relate in particular to
+ the determination of sales deductions, including rebates, returns, discounts and
incentives, which are reported as a reduction in sales,
« the determination of carrying values for property, plant and equipment and
inventories,
+ the assessment and recording of iabilities in respect of retirement benefit obligations,
and
« the recognition of provision for income taxes, including deferred taxation, taking into
account the related uncertainties in the normal course of business

Financial risk management

The company's activities expose It to a variety of financial nsks market risk (including foreign
exchange nsk), credit nsk and iquidity nisk

(a) Market risk

Foreign exchange risk — the company operates internationally and is exposed to foreign
exchange nsk ansing from vanous currency exposures, primarily with respect to the Euro and
Swiss Franc  Foreign exchange rnisk anses from future commercial transactions and
recognised assets and liabiites The company's exposure 1s imited and therefore there 1s no
formal hedging policy

{b) Credit risk

The company has no significant concentrations of credit risk It has policies in place to
ensure that sales of products are made to customers with an appropnate credit tustory Credit
nsk ansing from cash and deposits with credit institutions 1s managed by the Richemont
Group
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued)

{c) Liquidity risk
The company mamntains cash balances that are designated to ensure the company has
sufficient funds availlable for operations and planned expansions

(d) Price risk

The company 1s not exposed, matenally, to commodity price risk as generally purchases are
intragroup Any exposure to commodity price risk I1s therefore managed by the Richemont
Group

{e) Interest rate cash flow risk

As the company has no significant interest bearing assets, with the exception of cash, the
company's income and operating cash flows are substantially independent of changes in
market interest rates Interest rate risk arising from cash with credit institutions 1s managed by
the Richemont Group

Operating Profit

2012 2011

£°000 £'000
Operating profit 1s stated after charging/(crediting)
Net movement Iin stock provisions 15 (4)
Operating lease rentals - property 1,950 1,926
Operating lease rentals - other 68 64
Empioyee benefit expenses 3,019 2,771
Depreciation of property, plant and equipment 493 514
Amortisation of leasehold rights - 31
Amortisation of software 7 4
Auditors’ remuneration 27 26
Auditors’ non-audit fees 5 4
Repairs and maintenance expenditure on property, 66 77
plant and equipment
Trade receivables — net movement in provisions 3 5

Employee benefits and other information

The average number of persons employed by the company during the year i1s analysed
below -

2012 2011

Number Number

Selling 57 56
Administration 9 9
66 65
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued}

Employment costs of all employees included above were -

2012 2011
£000 £°000
Gross wages, salaries and commissions 2,266 2,147
Long Term Retention Plan 11 5
Social security costs 390 222
Share-based payment awards (note 16) 15 26
Pension costs charged - defined contribution plan 37 36
(note 17)
Pensian costs charged — defined benefit plan (note 236 266
17)
Other employee benefits 64 69
3,019 2,771

Defined benefit pension costs of £28,000 (2011 £43,000) were recharged to Richemont

Japan

Other operating income

2012 2011
£000 £'000
Property rental income 217 217
Head office contribution to advertising costs 407 437
Foreign exchange gain - 19
624 673
Directors’ emoluments
Emoluments of directors of the company were
2012 2011
£'000 £'000
Aggregate emoluments 114 106
Defined benefit contribution 38 38

Retirement benefits accruing under defined benefit schemes amounted to £40,064 (2011
£36,743) Retirement benefits are accruing under a defined benefit scheme for one director

{2011 one)
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued)

Income tax expense / (credit)

Analysis of charge in the year

Current tax - continuing operations
- UK corporation tax and income tax of overseas
operations on profits for the year

- Adjustment in respect of prior year
Total current tax charge

Deferred tax

- Ongination and reversal of tming differences

- Adjustment In respect of prior years

- Effect of decreased tax rate on opening balance
Total deferred tax

Total tax charge

There 1s a tax charge of £70,000 for the current year (2011 £333,000) The current
tax charge 1s reconciled to the profit before tax at the standard rate of UK corporation

tax below -

Profit before taxation

Urited Kingdom corporation tax on profit for the
year at 26% {2011 28%)

Effects of

Expenses not deductible for tax purposes
Tax rehef on award of shares

Group relief claimed

Consideration payable for losses surrendered as
group relief
Adjustment in respect of prior years

Effect of changing tax rates
Total tax expense

2012 2011
£000 £000
100 300
141 (1)
241 299
77) 5
(133) -
39 29
(a71) 34
70 333
2012 2011
£'000 £'000
492 783
128 220
66 85
(177) -
(100) (300)
100 300
8 {1}
45 29
70 333
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued)

There 1s a net deferred tax asset of £538,000 at 31 March 2012 (2011 £367,000) The
asset has been recognised to the extent it 1s considered recoverable in the
foreseeable future Deferred tax 1s calculated in full on temporary differences under
the habiity method using a tax rate of 24% (2011 26%} The total unrecognised

deferred tax asset 1s £nil {2011 £nil) The asset 1s made up of -

Not recognised 2012 2011
£000 £000
Plant, property and equipment temporary differences - -
Share based payments - -
Unrecognised deferred tax asset - -
Recognised 2012 201
£'000 £'000
Plant, property and equipment temporary 536 343
differences
Other temporary differences 2 24
Recognised deferred tax asset 538 367

On 29 March 2012, the UK government enacted into law a reduction in the main rate of tax to
24% As this was enacted prior to the balance sheet date, the deferred tax asset has been

calculated at that rate The government intends to enact future reductions in the main rate of

1% each year down to 22% by 1 Apnl 2014 The impact will be dependent on the deferred tax

position at that time

Dividends
2012 2011
£'000 £000
Equity - ordinary
Interim dividend paid nif (2011 £5 000,000) per £1 - 5,000
share
- 5,000
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Montblanc (UK) Limited
Notes to the financial statements for the year ended 31 March 2012 {continued)

11 Intangible assets

Leasehold Software Total

rights

£000 £'000 £°000
Cost
At 1 Apnl 2011 504 17 521
Additions - 6 6
At 31 March 2012 504 23 527
Accumulated amortisation
At 1 April 2011 504 10 514
Charge for the year - 7 7
At 31 March 2012 504 17 521
Net book value
At 31 March 2012 - 6 6
At 31 March 2011 - 7 7

Leasehold Software Total

rights

£000 £'000 £'000
Cost at 1 April 2010 and 31 March 2011 504 17 521
Accumulated amortisation
At 1 April 2010 473 6 479
Charge for the year 31 4 35
At 31 March 2011 504 10 514
Net book value
At 31 March 2011 - 7 7
At 31 March 2010 31 1 42

All intangible assets were externally acquired

Amortisation has been charged to administrative expenses in the statement of comprehensive
income
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 {continued)

Inventories

Inventories comprise -

Goods for resale
Spare parts

2012 2011
£000 £'000
3,009 2,856

61 61
3,070 2,917

The amount of inventories recognised as an expense dunng the year was £9,713,000 (2011
£9,158,000) The amount of write down of inventories recognised as an expense durning the year

was £15,000 {2011 areversal of £4,000)

Trade and other receivables

Trade receivables
Less provision for impairment of receivables
Trade receivables — net
Amounts owed by group companies -
- Fellow group subsidiaries
Credit card receivables
Rents owed by tenants
Staff travel loans
Prepayments

2012 2011
£'000 £000
1,320 1,033
(12) 9)
1,308 1,024
48 91
155 138
12 70
14 15
103 87
1,640 1,425

The directors consider that the carrying amount of trade and other receivables approximates to

therr farr values

Trade and other receivables and amounts owed by group undertakings are based on expected
cash flows which are not discounted as they are expected to occur within the next 12 months

The company has provided at year end amounts totalling £12,000 (2011 £9,000) as a receivables

write down provision

The maximum exposure to credit nsk at the reporting date 1s the carrying value of each class of
receivable mentioned above The company does not hold any collateral as security

Ageing of trade receivables -

Not overdue
Past due less than three months

Past due more than three months less than six months

Impairment provision for trade recevables

2012 2011
£:000 £'000
842 776
476 252
2 5
(12) (9)
1,308 1,024
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued)

2011
£'000
(4)
©)

4

2012

£'000
At 1 Aprit (9)
Provision for receivables impairment {12)
Receivables written off during the year as irrecoverable -
Unused amount reversed 9
At 31 March (12)

(9)

Based on past experience, the company does not impair recevables that are not past due unless
they are known to be bad debts The company has established credit check procedures that

ensure the high creditworthiness of its customers

Cash and cash equivalents

2012
£000
Cash at bank and on hand 3,502
Trade and other payables
2011
£'000
Current
Trade payables 292
Amounts owed to Group companes -
- Fellow Group subsidianes 1,736
Other payables
Other taxes and social security 504
Accruals 433
Deferred income 45
3,010
Non-current
Deferred income 12

2011
£000

2,883

2011
£000

396
1,404
221
321
42
2,384

54

The directors consider that the carrying amount of trade and other payables approximates to therr
far values No security has been given by the company in respect of the creditors detalled above

Provisions
Warranty Sales Employee Total
return benefits

£'000 £000 £000 £000

At 1 Apnl 2011 13 50 112 175
Provided during the year 13 50 37 100
Utiised during the year {13) (50) (105) (168)
At 31 March 2012 13 50 44 107
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued)

Analysis of total provisions

2012 2011

£'000 £'000

Current portion 56 56
Non-current portion 51 119
107 175

Warranty and sales related provisions

The company has established provisions for potential sales returns and warranties provided on
certain products Based on past experience a provision of £63,000 {2011 £63,000) has been
recognised It 1s anticipated that the provisions will be utihsed within 2 years

Employee benefits provision

These include obligations arising under the Company's long term incentive plans and the social
cost on the Company's share option plan 1t 1s anticipated that the provisions will be utilised within
5 years

Share option scheme

The Group has a long-term share-based compensation plan whereby executives are awarded
options to acquire shares at the market price on the date of grant Awards under the stock option
plan generally vest over periods of four to six years and have expiry dates, the date after which
unexercised options lapse, of nine years from the date of grant The executive must remain in the
Group’'s employment until vesting The options granted as from 2008 onwards include a
performance condition correlated to other luxury goods companies upon which vesting 1s
conditional

A reconciliation of the movement in the number of awards granted to executives 1s as follows
Weighted average

exercise price In Number of
CHF per share oplions
Balance at 1 Apnl 2010 and 2011 1776 36,595
Exercised 16 29 (26,574)
Balance at 31 March 2012 2165 10,021

No options were exercisable at 31 March 2012 (2011 20,848)

The foliowing information applies to options outstanding at the end of each year

Exercise price Number of Waeighted average
options rematning
contractual Iife
31 March 2012 CHF 2318 2,290 3 2 years
CHF 21 20 7,731 5 2 years
31 March 2011 CHF 873 4,000 12 years
CHF 10 59 1,250 12 years
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued)

CHF 14 45 6,436 2 2 years
CHF 18 01 10,308 3 2 years
CHF 23 18 6,870 4 2 years
CHF 21 20 7,731 6 2 years

No options were awarded during the year

The amounts recogmsed in the income statement {before social secunity and taxes) for equity-
settied share-based payment transactions can be summarised as follows

2012 2011
£'000 £000
Share option expense 15 26

As a result of the de-twinning of the Richemont units in October 2008, certain executives holding
vested options over the old CFR units were granted vested options over shares in a UK and a
Luxembourg hsted entity These options are fully hedged by shares held in the listed entities
Both the optian hiability and the shares are recognised at fair value through profit or loss in the
enhity awarding the options, namely Richemont Employee Benefits Ltd , a company registered in
Jersey The total value of the option hability as recogrised in the consolidated balance sheet of
Compagnie Financiere Richemont SA was € 40 millon

Retirement benefit schemes
Defined benefit plan

The company, along with other Richemont Group entities in the UK, 1s a participating employer In
the Richemont UK Pension Plan which provides benefits based on final pensionable emoluments
The Plan's funds are administered by trustees and are independent of the company’s finances

The total pension cost for the year that relates to the Plan 1s calculated in accordance with IAS19
{Employee Benefits) The provisions of paragraph 34A of IAS19 {Revised December 2004) have
been adopted with regard to charging the net defined benefit cost to individual participating
employers in the plan

The total cost I1s split by reference to the cost of accruing benefits, allowing for the age, benefit
and salary profile of each participating employer's members in the Plan Hence, the company’s
pension cost represents its share of the total cost relating to the Plan The company's pension

costs are included in employee benefits expense (note 5)

The results of the formal actuanal valuation as at 31 March 2010 were updated to the accounting
date by an independent qualified actuary in accordance with IAS19 {(Employee benefits) (*I1AS19")

The company’s asset or hability relating to the Plan 1s calculated as the cumulative difference
between the pension cost and the company's contnbutions to the Plan The recent history of
pension costs, contributions and statement of financial position items 1s as follows

2012 2011
£000 £'000
Asset at 1 April of prior year 62 198
Pension cost (236) (266)
Company contnibution 292 130
Asset at 31 March 118 62
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued)

The aggregate amount included In the siatements of financial position of the participating
employers ansing from the Richemont Group's obligations in respect of the Plan s as follows

2012 2011
£000 £000
Present value of defined benefit obligation (192,575) (170,418)
Farr value of Plan assets 172,612 154,601
Deficit (19,963) (15,817)
Unrecognised actuarial losses 30,586 22,860
Asset recognised in the statement of financial position 10,623 7,043
A reconcihation of the present value of the Plan’s overall defined benefit obligation i1s
2012 2011
£000 £000
Balance at 1 April of prior year {170,418) {168,413)
Employers' part of current service cost (2,395) {2,841)
Interest cost (9,327) {9,377)
Contributions from Plan members {639) (657)
Actuanal (losses)gains {14,509) 5,403
Past service cost - .
Benefits paid 4,713 5,467
Balance at 31 March 192,575 (170,418)
A reconciliation of the fair value of the Plan assets i1s as foliows
2012 2011
£'000 £000
Balance at 1 April of prior year 154,601 145,572
Expected return on Plan assets 8,044 8,497
Actuanal gains 6,367 532
Contributions paid by the employers 7,674 4,810
Contributions paid by Plan members 639 657
Benefits paid {4,713) {5,467)
Balance at 31 March 172,612 154,601
The current allocation of Plan assets 1s as follows
2012 2011
% Y%
Equity instruments 15 15
Diversified growth funds 15 15
Debt instruments 60 60
Property 10 10
100 100

The Ptan does not hold any assets that are directly self-invested within the Group

The expected rate of return on Plan assets as at 31 March 2012 was 4 5% pa (2011 54% pa)
This rate 1s derived by taking the weighted average of the long term expected rate of return on
each of the asset classes that the Plan was invested in at 31 March 2012 tess administration
expenses The actual return on Plan assets over the year was a gain of £14 4m (2011 a gain of
£9 0m)
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 {(continued)

The aggregate amounts recognised in the statements of comprehensive income of the

participating employers are as follows

2012 2011

£000 £000

Employers’ part of current service cost {2,395) (2,841)
Interest cost {9,327) (9,377)
Expected return on plan assets 8,044 8,497
Past service cost - -
Amortisation of gains/ (losses) (416} (885)
{4,094) {4,606)

Contributions are paid to the Plan in accordance with the recommendations of an independent
actuarnial advisor The estimated amount of total employer contributions expected to be paid to the

Plan during the year ending 31 March 2013 1s £7 57m (2012 actual £7 67m)

The following table sets out the key IAS19 assumptions used for the Plan

2012
Price inflation (RPI) 33%pa
Price inflation {(CPI) 23%pa.
Discount rate 4 9% p.a.
Pension increases in payment 32%p.a
General salary increases 48%p a.
Life expectancy of male aged 60 at 31 March 27 2 years
Life expectancy of male aged 60 in 20 years time 28 8 years

2011

36%pa
28%pa
55%pa
34%pa
50%pa
27 2 years
28 7 years

The company does not have any significant assets or liabilittes in respect of any other post
retiremeni benefits including post retirement health care liabilities

Amounts for the current and previous periods

2012 2011 2010 2009 2008
£'000 £000 £000 £000 £000
Present value of defined
benefit obligation (192,575) (170,418) {168,413} (118,280) {(119,935)
Fair value of plan assets 172,612 154,601 145,672 117,500 131,817
{Deficit)/surplus (19,963) {(15,817) {22,841) (780) 11,882
Experience adjustments on
plan assets amount of
gain/{loss) 6,367 532 20,806 (24,558) (5,066)
Experience adjustments on
plan habiihes  amount of
gain/(loss) - (2,835) - - 639
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued)

Defined contribution plans

Pension costs for defined contnbution schemes are as follows

2012 2011
£'000 £'000
Defined contribution schemes 37 36
Share capital
2012 2011
£'000 £'000
Authorised
10,000 ordinary shares of £1 each 10 10

Allotted, called up and fully paid:
1 (2011 1) ordinary shares of £1 each - -
The company has one class of Ordinary shares, which carry no rnights to fixed income

Cash flows from operating activities

Reconcihiation of profit to net cash inflow from operating 2012 2011
activities

£'000 £'000
Operating profit 492 783

Adjustments for

Depreciation 493 514
Amortisation 7 35
Pension charge (lower than) / in excess of pension contribution (56) 136
Non-cash share based compensation charge 15 26
Loss on disposal of property, plant and equipment 5 -

Changes in working capital

{Increase) In inventores (153) (270)
(Increase) / decrease in trade and other receivables (215) 16
Increase / (decrease) in trade and other payables 294 (359)
(Decrease) / increase In provisions and non-current deferred

income (110) 42
Cash inflow from continuing operations 772 923
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Montblanc (UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued)
Capital commitments
Capital commitments authornised and contracted for at 31 March 2012 amounted to £26,000

(2011 £nil) Capital commitments authonsed but not contracted for at that date amounted to £nil
(2011 £nil)

Related party transactions

There were no fransactions dunng the year with the parent company, Richemont Holdings {(UK)
Limited (2011 nil} Transactions with other related parties were as follows

2012 2011
£000 £000
Sales of goods to related parties
Fellow group undertakings 7 9
Sales of services to related parties
Feliow group undertakings 101 106

Purchase of goods from related parties

Fellow group undertakings 10,396 9,930
Purchase of services from related parties

Fellow group undertakings 113 76

Sales and purchases to and from fellow group undertakings were carried out on commercial terms
and at market prices

Year end balances arising from sales, purchases of goods and services and financing activities are
as follows

2012 2011
£'000 £'000
(restated)
Receivables from related parties
Fellow group undertakings 48 91
Payables to related parties
Fellow group undertakings 1,736 1,404

The 2011 payables to related parties has been restated for group tax relief

No provision has been recognised in respect of impairment of the above receivables

The directors consider that there are no key managers, whose roles and activities within the
company define them as related parties in accardance with 1AS 24, outside the Board of Directors

The remuneration of the Directors i1s disclosed in note 7 to the financial statements This does not
include share options, details of which are disclosed in note 16
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Montblanc {(UK) Limited

Notes to the financial statements for the year ended 31 March 2012 (continued)

Operating lease commitments

Company as a lessee

At 31 March 2012 the company had mimmum commitments under non-cancellable operating

leases expirng as follows -

2012 2011
£000 £000

Property
Not later than one year 1,555 1,577
Later than one year and not later than five years 1,687 2,570
Later than five years - 165
3,242 4,312
2012 2011
£'000 £'000

Other

Not later than one year 60 60
Later than one year and not |ater than five years 67 87
Later than five years - -
127 147

The company leases various boutique and office and premises under non-cancellable operating
lease arrangements The leases have varying terms, escalation clauses and renewal nghts The
cost for certain boutique leases centains a fixed portion together with a variable portion The
variable element 1s most commanly a percentage of sales achieved The commitments above

reflect only the fixed elements

Company as a lessor

At 31 March 2012 the company had contracted with tenants for future mimmum commitments

under non-cancellable operating leases expiring as follows -

2012 2011
£000 £000
Property

Not later than one year 217 217
Later than one year and not later than five years 54 271
Later than five years - -
271 488

Rental income earned during the year was 217 217

An area of one of the company’s boutiques I1s not used in the company’s business and 1s sublet at

market rate on a long term basis
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Montblanc (UK) Limited
Notes to the financial statements for the year ended 31 March 2012 (continued)

Ultimate and immediate holding company

The immediate parent undertaking 1s Richemont Holdings (UK) Limited, a company incorporated
and registered in the United Kingdom

The ultimate parent undertaking and controlling party 1s Compagnie Financiére Richemont SA, a
limited company ncorporated in Switzerland Compagrie Financiere Richemont SA 1s the parent
undertaking of the largest and smallest group of undertakings to consolidate these financial
statements Copies of the consolidated financial statements of Compagnie Financiére Richemant
SA may be obtained from The Secretary, Compagnie Financiére Richemont SA, 50 Chemin de la
Chenaie, 1293 Bellevue - Geneva, Switzerland
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