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DONNA KARAN MANAGEMENT COMPANY UK LTD

DIRECTORS' REPORT
For the year ended 31 December 2006

The directors present their report and the financial statements for the year ended 31 December 2006
STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing the Annual 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 United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) The financial
statements are required by law to give a frue 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 estimates that are reasonable and prudent,
. prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that

the company will continue in business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any tme the financial position of the company and enable them to ensure that the financial statements
comply with the Companies Act 1985 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 irregulanties

PRINCIPAL ACTIVITIES

The princtpal activity of the company dunng the year continued to be the provision of assistance to fellow
group companies in relationships and contacts with European suppliers, and with other general commercial
advice as required This activity 1s expected to continue for the foreseeable future

The performance of the business In the year i1s in ine with the directors' plans
DIRECTORS
The directors who served duning the year were

P Kalberer

X De Royere (resigned 15/03/20086)
J M Aronsson (resigned 05/01/2007)
M Weber (appointed 06/01/2007)

PROVISION OF INFORMATION TO AUDITORS

Each of the persons who are directors at the time when this Directors’ report s approved has confirmed that

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

. each director has taken all the steps that ought to have been taken as a director in order to be aware of
any information needed by the company's auditors in connection with prepanng therr report and to
establish that the company's auditors are aware of that information

AUDITORS

The auditors, Horwath Clark Whitehill LLP, will be proposed for reappomtment in accordance with section 385
of the Compamnies Act 1985
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DONNA KARAN MANAGEMENT COMPANY UK LTD

DIRECTORS' REPORT
For the year ended 31 December 2006

The report of the directors has been prepared in accordance with the special provistons of Part Vil of the
Companies Act 1985 relating to small companies

This report was approved by the board on and signed on its behalf

(A, . Hr¥[s ¥

P Kalberer
Director
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DONNA KARAN MANAGEMENT COMPANY UK LTD

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF DONNA KARAN MANAGEMENT
COMPANY UK LTD

We have audited the financial statements of Donna Karan Management Company UK Ltd for the year ended
31 December 20086, set out on pages 5to 11 These financial statements have been prepared in accordance
with the accounting policies set out therein and the requirements of the Financial Reporting Standard for
Smaller Entities (effective January 2005)

This report is made solely to the company's members, as a body, in accordance with Section 235 of the
Companies Act 1985 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

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors' responsibilities for prepanng the financial statements in accordance with applicable law and
United Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting Practice) are set out
in the Statement of directors' responsibilities

Our responsibility 1s to audil the financial statements n accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and far view and are properly
prepared in accordance with the Companies Act 1985 We also report to you whether in our opinion the
information given in the Drrectors' report 1s consistent with the financiat statements

In addition we report to you if, in our opinion, the company has not kept proper accounting records, If we have
not received all the information and explanations we require for our audit, or If nformation specified by law
regarding directors’ rermuneration and other transactions 1s not disclosed

We read the Directors’ report and consider the implications for our report if we become aware of any apparent
rmisstaternents within it

BASIS OF AUDIT OPINION

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by
the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements [t also includes an assessment of the significant
estimates and judgments made by the directors in the preparation of the financial statements, and of whether
the accounting policies are appropnate to the company's circumstances, consistently applied and adequately
disclosed

We planned and performed our audr so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from matenal misstatement, whether caused by fraud or other irreguiarity or error in
forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial
statements
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DONNA KARAN MANAGEMENT COMPANY UK LTD

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF DONNA KARAN MANAGEMENT
COMPANY UK LTD

OPINION

In our opinion

. the financial statements give a true and fair view, 0 accordance with United Kingdoem Generally
Accepted Accounting Practice applicable to Smaller Entities, of the state of the company’s affairs as at
31 December 2006 and of its profit for the year then ended,

. the financial statements have been properly prepared in accordance with the Compames Act 1985, and
. the information given in the Directors’ report 1s consistent with the financial statements

Vovorbe COA (L ALAA (LS

HORWATH CLARK WHITEHILL LLP

Chartered Accountants
Registered Auditors

10 Palace Avenue
Maidstone

Kent

ME15 6NF

Date 25T Apnl 208
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DONNA KARAN MANAGEMENT COMPANY UK LTD

PROFIT AND LOSS ACCOUNT
For the year ended 31 December 2006

2006 2005
Note £ £
TURNOVER 1 487,889 634,068
Administrative expenses (460,273) (684, 194)
PROFIT/{LOSS) ON ORDINARY ACTIVITIES BEFORE
TAXATION 27,616 (50,126)
Tax on profit/(loss} on ordinary activities 3 - -
PROFIT/{LOSS) ON ORDINARY ACTIVITIES AFTER
TAXATION 9 27,616 (50,126)

The notes on pages 8 to 11 form part of these financial statements
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DONNA KARAN MANAGEMENT COMPANY UK LTD

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
For the year ended 31 December 2006

As restated
2006 2005
Note £ £
PROFIT/(LOSS) FOR THE FINANCIAL YEAR 27,616 {50,126)
TOTAL RECOGNISED GAINS AND LOSSES RELATING TO
THE YEAR 27,616 (50,126}
Prior year adjustment 10 {16,234)
TOTAL GAINS AND LOSSES RECOGNISED SINCE LAST

FINANCIAL STATEMENTS 11,382

The notes on pages 8 to 11 form part of these financial statements
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DONNA KARAN MANAGEMENT COMPANY UK LTD

BALANCE SHEET
As at 31 December 2006

Note £
CURRENT ASSETS
Debtors 5 1,505,940
CREDITCORS- amounts falling due within

one year 6 (846,620)
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

PROVISIONS FOR LIABILITIES
Cther provisions 7

NET ASSETS

CAPITAL AND RESERVES
Calted up share capital 8
Profit and loss account 9

SHAREHOLDERS' FUNDS

2006

659,320

659,320

(318,756}

340,564

2
340,562

340,564

1,444,734

(813,630)

As restated
2005
£

631,704

631,704

(318,756)

312,948

2
312,946

312,948

The financial statements have been prepared n accordance with the special provisions of Part VIl of the
Companies Act 1985 relating to small companies and in accordance with the Financial Reporting Standard for

Smaller Entities (effective January 2005)

The financial statements were approved and authonsed for 1ssue by the board and were signed on its behalf

on

[ (ol Srilos

P Kalberer
Director

The notes on pages 8 to 11 form part of these financial statements
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DONNA KARAN MANAGEMENT COMPANY UK LTD

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2006

1 ACCOUNTING POLICIES

11 BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The financial statements have been prepared under the histoncal cost convention and n
accordance with the Financial Reporting Standard for Smaller Entities {effective January 2005)

12 CASHFLOW
The financial statements do not mnclude a cash flow statement because the company, as a small
reporting entity, 1s exempt from the requirement to prepare such a statement under the Financial
Reporting Standard for Smaller Entittes (effective January 2005)

1.3 TURNOVER

Turnover comprses revenue recognised by the company in respect of goods and services supplied,
exclusive of Value Added Tax and trade discounts

14 TANGIBLE FIXED ASSETS AND DEPRECIATION
Tangible fixed assets are stated at cost less depreciation Depreciation 1s provided at rates
calculated to wnte off the cost of fixed assets, less their estimated residual value, over ther

expected useful lives on the following bases

L/Term Leasehold Property - over the lease term
Fixtures & fittings - 7 years straight ine

15 FOREIGN CURRENCIES

Monetary assets and liabilites denominated in foreign currencies are translated into sterling at rates
of exchange ruling at the balance sheet date

Transactions in foreign currencies are franslated into sterling at the rate ruling on the date of the
transaction

Exchange gains and losses are recogrused in the profit and loss account
16 TENANTS INDUCEMENTS

Amounts received are credited to a deferred income account and amortised over the term to the
first rent review n the lease

2 OPERATING PROFIT/{LOSS)

Dunng the year, no director receved any emoluments (2005 - £NIL)
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' DONNA KARAN MANAGEMENT COMPANY UK LTD

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2006

TAXATION

UK corporation tax charge on profits for the year

TANGIBLE FIXED ASSETS

COST

At 1 January 2006
Disposals

At 31 December 2006

DEPRECIATION

At 1 January 2006
Cn disposals

At 31 December 2006

NET BOOK VALUE
At 31 December 2006

At 31 December 2005

DEBTORS

Trade debtors

Amounts owed by group undertakings

Other debtors

2006 2005
£ £
Furniture,
Land and fittings and
buildings equipment Total
£ £
202,474 13,302 215,776
(197,612) (13,302) (210,914)
4,862 . 4,862
202,474 13,302 215776
{197.612) (13,302) (210,914)
4,862 - 4,862
2006 2005
£ £
1,967 -
1,503,283 1,344,801
690 99,833
1,505,940 1,444,734
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DONNA KARAN MANAGEMENT COMPANY UK LTD

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2006

CREDITORS
AMOQUNTS FALLING DUE WITHIN ONE YEAR
2006 2005
£ £
Trade creditors 8,650 -
Soacial secunty and other taxes 586,662 436,072
Other creditors 251,301 376,958
846,620 813,030
PROVISIONS
Onerous
lease
provision
£
At 1 January 2006 and 31 December 2006 318,756

ONEROUS LEASE PROVISION
Onerous lease provision
In 2004 the company left its former premises and was only able to sublet them at a reduced rate  The

provision therefore reflects the excess of rent payable over rent receivable In respect of these premises
until the iease expires in 2011

SHARE CAPITAL

2006 2005
£ £

AUTHORISED, ALLOTTED, CALLED UP AND FULLY PAID
2 Ordinary shares of £1 each 2 2

RESERVES

Profit and
loss account
£
At 1 January 2006 329,180
Pnor year adjustment (note 10) {16,234}
At 1 January 2006 (P & L as restated) 312,946
Profit retained for the year 27,616
At 31 December 2006 340,562
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DONNA KARAN MANAGEMENT COMPANY UK LTD

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2006

10

1

12

13

PRICR YEAR ADJUSTMENT

In a previous penod, there were some adjustments made to control accounts which represented an
accounting error In the financial statements, misstating certain assets, liabilites and reserves

Adjustments have been made in accordance with Financial Reporting Standard Number 3 ‘Reporting
Financial Performance' on the basis that the previous years adjustments represented a fundamentat
accounting error

The effect of the prior year adjustment was to decrease reserves by £16,234

OPERATING LEASE COMMITMENTS

At 31 December 2006 the company had annual commitments under non-cancellable operating leases
as foliows

2006 2005
£ £

EXPIRY DATE-
After more than 5 years 305,000 305,000

RELATED PARTY TRANSACTIONS

The company has chosen to take advantage of the provisicns of Paragraph 3¢ of the Financial
Reporting Standard 8 'Related Party Transactions' and has not disclosed transactions with fellow group
companies

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

The immediate parent undertaking s Donna Karan Company Stores UK Holding Limited, a company
registered m England and Wales

The directors consider the ultimate parent undertaking to be LVMH Moet Hennessy Louis Vuitton SA
LVMH Moet Hennessy Louis Vuitton SA 1s the parent undertaking of the smallest and largest group in
which the financial statements of the company are consolidated

Coptes of these financial statements can be obtained from 22 Avenue Montaigne, 75008 Pans, France
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