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ESTABLISHED IN 1856 |
BURBERRY IS

A BRAND DISTINGUISH’ED
BY A RICH HERITAGE AND
A BUSINESS DEFINED |

BY A PROVEN STRATEGY
WHICH HARNESSES THE
STRENGTH OF THE PAST
TO FUEL FUTURE GROWTH
AND SHAREHOLDER VAI_UE

OUR 1 5 A\\NFSQS”\ RY
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THE F—\TJJQP\M AT M‘*E‘%QTES
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AN  DESIGN | _L__AWE%QHF)
THEAT u@[\ INUETO
Mm TWVATE OUR TEAM, |
ENGAGE CUR CUSTOWERS
AND DRIVE OUR DEQ_MQWA\U

We LOOK TO THE YEAR ARHEAD
WITH CONFIDENCE AS WE
CARRY THIS LEGACY F@HWAHI
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BURBERRY
2005/06
FINANGIAL
HIGHLIGHTS

o Total revenues increased 3% on an
underlying basis” to £742.9m

— Retail révenue increased

11% underlying :

|
- Wholesale revenue decreased

|

4% underlying |
— Licensing revenue incq"eased

6% underlying ’
Operating profit before Project Atlas
costs? increased 3% tq £165.6m

0 Operating profit (after P:roject Atlas costs)
decreased 4% to £154:5m

0 Operating margin beforefa Project Atlas
costs of 22.3% vs 22.5% in prior period

o Diluted EPS before Projéct Atlas costs
increased 9% to 24.1p;

o Continued strong free cash flow with
£79 million generated in the year

o Completed £250m share repurchase
programme with £192m repurchased
during 2005/06

— Achieved targeted cash neutral
capitalisation

O Final dividend of 5.5p per Ordinary Share
proposed

0]

- 8.0p for full year, a Zé% increase
|

|
|
|

Turnover (£m) EBIT {£m) EBIT margin (%)
|
2005/0 2005/06 2005/06
£742.9m | £1656m® | 22.3%
2004/0 2004/05 [ T T 2004/05
£715.5m £161.3m# | . 22.5%
2003/04 I 2003/04 [ T T T 2003/04
£675.8m £142.6m® e 21.1%

1 Underlying figures exciude the financial effect of the Taiwan Acquisition and the portion of
Burberry's business in Spain affected by the retail conversion, in both reporting periods. In
addition, underlying figures are calculated at the same exchange rates used in the 2004/05
year's reported results for the period. Burberry completed the acquisition of the operations
and assets of its distributors in Taiwan in August 2005 (the "Taiwan Acquisition”) and initiated
actions related to the retall conversion in Spain during the third quarter of 2005/08.

2 Project Atlas costs of £11.1m (2005: nilj refate to the Group's infrastructure redesign initiative
announced in May 2005.

3 Before Project Atlas costs.
4 Under IFRS.
5 Under UK GAAP, excluding goodwill and exceptionat items.

|
|
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2005/06 WAS MARKED
BY MANY IMPORTANT
MILESTONES FOR
BURBERRY

A TRANSITION
_EADERSHPE

SIGNIFICANT STRATEGIC
INWVESTMENT IN LONG
TERM GROWTH

OUR EVOLUTION TO A

FULLY PUBLIC COMPANY

ACCOMPANIED BY
CONTINUED FINANCIAL
MOMENTUM

|

I
Burberry has delivered a solid performance! this vear, while undertaking
a Series of important initiatives and strategic investments aimed at

taking the Group into another phase of signiﬂcant growth.

As announced.in October of last year, Rose Marie Bravo, after 9 years
at the helm of Burberry, is moving into the ro!e of Vice Chairman with
effect from 1 July 2006. Rose Marie has bgen the architect of
Burberry's brand and company revitalisation during her tenure as Chief
Executive which began in 1997. We take tﬁ\is time to salute Rose Marie
and register our respect for the huge contribution she has made to
shareholder value. ‘

Burberry now welcomes Angela Ahrendts t:o her new role as Chief
Executive with effect from 1 July. Angela b‘ﬁngs to the position
extensive experience in the apparel, retail and luxury goods sectors.
Since she joined the Group in January of this year, Angela has already
demonstrated the leadership skills and ind@stry insight that will guide
Burberry’s ongoing growth strategies. :

In other Board changes during the year, Brlian Blake, an executive
director, and Carcline Marland, a non-exec"utive director, stood down.
We would like to thank Brian and Caroline;for their valuable

contributions to the business.

[
Burberry continued to focus on identifying opportunities and
programmes to drive growth and shareholder value. Among the major
initiatives was the launch of Project Atlas, which is a programme for the
full redesign of our sourcing and supply chain business processes and
systems. Acquisition of the Group's distributor in Taiwan and the
conversion of parts of our wholesale business in Spain to retail
concessions represented significant strategic investments designed to
further Burberry’s goal of establishing retall as the main channel of
distribution. We also took steps to begin the direct distribution of
products into Japan, a geographic market that has been primarily
licensed for the past 40 years. In addition, the Group completed its
£250m share repurchase programme as part of its financial plan to
maintain a cash neutral capitalisation policy. Approximately £192m was
repurchased in 2005/06 and, when apprapriate, we expect to employ
future excess cash in the repurchase of s[hares.

In December 2005, Burberry concluded i%s successful transition to a
fully public company when GUS plc, formerly the Group’s majority
shareholder, distributed its Burberry holdmg directly to GUS
sharehoiders through a demerger prooess We warmly welcome our
new shareholders and thank them and all of our shareholders for the
confidence they have placed in us. )

|
Importantly, the Group accomplished the;initiatives highlighted above

accompanied by a good set of financial results. Revenues rose 4%,
3% underlying, and diluted EPS (before Project Atlas costs) increased
9%. Burberry also continued to achieve outstanding returns on capital,
33% per share after tax for the year. Thelfu!l yaar dividend is

recommended at 8p, a 23% increase. i

Looking forward, the year 2006 marks tHe 150th anniversary of when
Thomas Burberry founded the CompanyJ and is therefore a very special
one for us. It is also a reminder of Burberry’s unique heritage and of the

enduring attributes of innovation, quality ’and style that continue to

> propel our momentum. During the past twelve months, we have

successfully laid a foundation for signific?nt future growth and | would
like to thank everyone at Burberry for th(? dedication and hard work

that underpins our success. |
\

|
l
|
|
John Peace {
Chairman |
|
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The autumn/winter 05 advertising
campaign featured actor Hugh Dancy
and models Kate Moss and Gemma
Ward in a series of iconic portraits with
London strestscapes as the backdrop.

Burberry continued its expansion
programme across emerging luxury
markets with the openings of premier
locations in Warsaw, Poland (pictured)
and Istanbul, Turkey.

Jul/05 Aug/05

The ad campaign images received
worldwide exposure in leading fashion
and fifestyle publications as well as in
outdoor media, store windows, store
visuals and on Burberry.com

In August, Burberry Brit Gold, a limited
edition complement to the successful
Burberry Brit fragrance family, was
launched with strong editorlal coverage
driving consumer response.

Sep/05

The spring/summer 06 Prorsum
Womenswear Collection celebrated the
brand’s design teadership in outerwear
with innovative interpretations of the
signature trench coat.

L

The collection was voted among the
top 10 of the season by industry
publication WWD and earned Creative
Director Christopher Balley The British
Designer of the Year Award.

Oct/05

— W |

§ 1

BURNEIR Wy

As a result of the Taiwan acquisition in
August, Burberry now directly owns its
12 stores in the market. The Breeze
Centre in Taipei (pictured) was the first
renovated following the acquisition.




BURBERRY 2005/06
YEAR AT A GLANCE

[ _
Retail initiatives in the US saw the
re-launch of renovated stores in Boston,
Denver, Philadelphia and Washington as
well as new stares In San Antonio, Palm
Beach and Naples.

Jun/05

The spring/summer 06 Prorsum
Menswear Collection was presented to
buyers from around the world and the
international press at a runway show
during Mitan Fashion Week.

Expansion in Korea saw seven shop
openings over the course of the year
commencing with the Lotte Jamsil golf
shop in Seoul and including the
Dongwha Duty Free store (pictured).

Development in emerging markets
continued, with four openings in the
Middle East. May and June heralded
the opening of stores in Riyadh and
Jeddah, Saudi Arabia (pictured).

Key[to the collection were sophisticated
variations on the classic trench and
sharply tailored suiting reinforcing
Burberry’s outerwear heritage and
traqition of sartorial British style.

|
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March marked the launch of a new
women’s fragrance, Burberry London,
which is innovatively packaged in an

) i BUREm
‘ | >nmmmar

The launch of the Burberry London
fragrance was supported with an
advertising campaign featuring British

iconic bottle wrapped in trademark actress and Academy Award winner
Burberry check canvas. Rachel Weisz.

Feb/06

Again voted one of the top ten of the
season by WWD, the spring/summer 06
Prorsum Womenswear Collection made
a strong evening statement in homage
to Burberry’s 150th anniversary.

‘The Waterloo Watch' was showcased
in the spring runway show and
advertising campaign as welfl as in
editorlal features worldwide creating
waiting lists in our stores.

Mar/06

The Burberry cons Collection featuring
‘The Manor Bag’ was faunched on the
runway and has generated enthusiastic
response from both the international
press and trunk show customers.

Integral to Burberry's strategic initiative
to increase its directly owned and
operated retail presence, 72 shops at
Ef Corte Ingiés were converted to
concessions during the year.




. Fa [

Gold was a dominant theme in the
spring/summer 06 collection and
synergistically provided the concept for
the season’s advertising campaign
which was again shot by Mario Testino.

L
‘ I;__l. [N

The advertising images featured models
Qemma Ward and Danny Beauchamp
in colour portraits photographed against
albackdlrop of a dynamic golden
ir}terpretation of the British flag.

Nov/05 Dec/05

First previewed on the runway during December saw the launch event for the

the spring/summer 06 Prorsum show in opening of Burberry's first free standing
September, ‘The Margaret Bag’ has store in Greece centrally located in a
garnered extraordinary editorial period building on the prestigious
coverage worldwide. Voukourestiou Street in Athens.

‘The Margaret Bag' was featured in the
spring/summer 06 advertising campaign
and new versions were introduced
throughout the season fuelling
continued consurmer demand.

Jan/06

|
:
|

Heralded as one of the best collections
af the season by trade journal DNR, the
autumn/winter 06 Prorsum Menswear
Collection was presented during Men’s
ﬁashion Week in Milan.

The cellection continued to underscore
the brand’s core competency in

outerwear as well as making a powerful
évening wear presentation as a prelude
to Burberry's 150th anniversary events.

[

|




COMPANY OVERVIEW
AND STRATEGY

Established in 1856, Burberry is an international luxury brand.
Through its operations, the Group designs, sources, markets, licenses
and distributes apparel, accessories and other lifestyle products for
women, men and children. Burberry products are sold worldwide
through a network of 260 directly operated stores and concessions,
71 third-party operated retail locations and a network of wholesale
customers, which include leading prestige retailers in each market.
In the financial year to 31 March 2008, the Group generated total
revenue of £743m across its retail, wholesale and licensing channels.
For that period, the Group estimates the total retail value of products
sold bearing the Burberry brand was in excess of £2.7 billion.

Unique luxury brand The brand is uniguely positioned within the
luxury landscape. Burberry offers a broader range of products and
price points relative to many traditional European luxury businesses.
The brand has a rich heritage associated with Britain — outfitting military
officers during the early twentieth century. Equally, Burberry is

Estimated brand sales at retail value
2005/06 total: £2.7bn

Womenswear 34%
£249.3m

! Menswear 28%

—— £206.2m
Accessories” 26%
£203.2m
Licensing 11%
£81.1m
Other 1%
£3.1m

* Includes childrenswear

. Europe 35%
’w? North America 15%

. Non-Japan Asia 10%

. Japan 36%

Other 4%

8 Burberry Group plc Annual Report and Accounts 2005/06

Turnover by product category
2005/06 total: £742.9m

renowned for innovation with its proven performance outerwear serving
as vital equipment for early polar explorers. With its lifestyle character,
the brand maintains a broad appeal across age groups and genders,
Burberry’s portfolio of brand icons - the trench coat, trademark check
and Prorsum horse logo — are recognised worldwide.

Targeted brand expressions The Burberry brand encompasses a
number of individual expressions to address multiple consumer
segments. The runway collection is the brand’s most luxurious and
fashionable expression. This collection of women’s and men’s apparel
and accessories shown four times per year in Milan validates the
brand’s style credentials, offers a focal point for media coverage and
provides design leadership to all Burberry collections. Burberry’s core
collections offer a range of products in a modern-classic aesthetic for a
wide consumer audience. In selected markets, Burberry creates lines
{Burberry Blue Label and Burberry Black Label in Japan, and Thomas
Burberry in Spain) targeted at young adults.

Balanced product portfolio Burberry maintains a balanced product
portfolio consisting of women'’s, men's and children’s apparel and
accessories. In apparel, the Group offers a range of tailored and casual
items with outerwear as a core part of the product offering.
Accessories include handbags, scarves (including Burberry’s iconic
cashmere scarf), silks, shoes and umbrellas. In selected categories
outside of its primary expertise, including fragrance, eyewear,
timepieces and children’s apparsl, the Group combines its skills with
those of licensing partners for the design, manufacture and distribution
of products under the Burberry brand.

Multi-channel distribution Burberry distributes products in
major consumer markets globally through its retail, wholesale and
licensing channels.

® Directly operated stores With 43% of revenues in the 2005/06
financial year, retail is becoming Burberry’s primary channel of
distribution. The channel offers the greatest ability to manage the
Burberry brand - full control over brand presentation, including
merchandise and physical environment — and greatest proximity to
the consumer. Retail operations alsc offer strong financial returns.
Stores and concessions are positioned in prestigious and high
quality locations in important consumer centres worldwide.

At 31 March 2008, the Group operated 65 stores, 165 concessions
and 30 outlets locations. In the US market, Burberry offers a limited
assortment of its products through an e-commerce operation.

8 Wholesale The wholesale channel works in tandem with retail
operations. Burberry products are distributed through a network of
leading department and specialty stores and duty free retailers
worldwide. The wholesale channel allows Burberry to extend its
reach to consumers who prefer to shop in multi-brand stores.

In selected markets where the Group decides not to invest directly,

wholesale partners operate Burberry franchised stores. At 31 March
2006, partners operated 17 Burberry stores across several markets,
including Eastern Europe, the Middle East, India and South America.

Turnover by channel of distribution
2005/06 total: £742.9m

Retail 43%
£318.6m
"T Wholesale 46%
|

=~ £343.3m

Licence 11%
£81.1m




® Licensing In addition to the product licenses discussed above,
the Group’s licensing channel also includes the brand’s Japanese
licences. In Japan, Burberry offers a broad range of apparel,
accessory and home products through licensing partners. In recent
years, the Group has worked with these partners to enhance brand
positioning in this market. These activities have included
improvements in product quality and design, elimination of products
incompatible with long-term brand positioning, transition of selected
categories to global licensing partners and upgrading distribution
in terms of number and quality of points of sale. Japan
generated approximately 70% of licensing revenue in the financial
year 2005/06.

Targeted marketing Burberry's marketing strategy is structured to
communicate brand attributes, maintain and raise awareness of the

brand and highlight key products. Marketing activities are targeted to

consumers, wholesale accounts and the media. Each season,
Burberry creates an advertising campaign which broadly
communicates key brand values and presents a range of the
collection’s products. These images are used across print, outdoor
and electronic media in all Burberry markets. Burberry’s four annual
fashion shows and other public relations activities are designed to
generate interest among consumers, targeted fashion and lifestyle
media and trade customers.

Sourcing Burberry maintains a sourcing network consistent with the
high quality requirements of its products and brand. The Group
operates facilities for the manufacture of selected core outerwear

products. In addition, Burberry maintains an external sourcing network.

The majority of these resources are located in Europe, consistent with
the types of products produced, quality standards and speed
requirements. Resources based in Asia and the Americas are used for
selected products.

Growth strategy
Additional components of Burberry's strategy, specifically designed to
drive growth in revenue and profits, are set out below.

w Leverage core expertise The Group seeks to leverage the
expertise located within its individual business segments across the
full brand platform. Skills in product design and development,
merchandising, retail operations and product sourcing may be more
fully applied across Burberry’s entire business.

= Enhance apparel offering Burberry continues to see opportunities
to enhance its women's and men’s appare! businesses. Key
initiatives include continued investment in the core outerwear
category in terms of design innovation and breadth of product
assortment, expansion of additional product categories and
increasing the frequency of new product offerings.

® Build accessories business An important growth driver over the
past five years, accessories are targeted for further expansion.

In handbags, Burberry is broadening the distribution of its runway lines

and developing a tier of product with greater design sophistication

relative to its existing core product range. In the shoe category, Burberny

continues to invest in people and infrastructure to build this business.

Turnover by geographic destination
2005/06 total: £742.9m

Europe 47%
£350.4m
" North America 24%
- £180.4m
Asia Pacific 27%
£201.4m
Other 2%
£10.7m

}

Drive retail growth The Group emphasiées its directly operated store
network as its key growth channel, Over tﬁ]e past five years, the Group
has increased selling space by over 150%. Burberry plans to continue
to develop its directly operated retail network through the addition of
new stores and concessions, expansion of existing retail locations and

selective convarsion of wholesale location§ to retail formats.

Strengthen wholesale Burberry continpes to see opportunities to
strengthen its wholesale business. The C{Sroup concentrates efforts
on key wholesale customers in each market, selectively adding
space and enhancing brand presence arﬂd working to improve
execution. The wholesale channel will also continue to be an
important vehicle for challenging operating environments, including

certain emerging markets. |

Investment in high potential markeﬁs: Burberry plans to
concentrate its resources in underpenetgated and high growth
markets, including the US, Asia and se)gcted emerging markets.

Enhance business in Japan In Japan, the Group will continue to
work with its licensing partners, adjusting distribution and improving
product design and quality to strengtheﬁ Burberry's brand position
with the aim of enhancing long-term growth potential. At the same

: | i

time, the Group has launched a programme 1o sell selected

international product lines directly in thisL market.

Strengthen operating capabilities In 2005/06, Burberry launched
a major infrastructure redesign programme, Project Atlas, to
enhance the Group's operating efficiency and effectiveness. This five
year programme addresses the primary|functional areas of the
Company including the supply chain and general corporate and
administrative services. The Group antic‘{ipates that this programme
will generate tangible expense reduction‘s as well as improved sales

and margins. ‘

|
The execution of this growth strategy is sg’bjed to a number of risks,
the most significant of which are set out on pages 18 and 19.

|
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Turnover by geographic origin
2005/06 total: £742.9m

Eurcpe 31%
£233.4m

* North America 23%
£173.2m
Asia Pacific 25%
£181.9m
Spain 21%
£164.4m










DUSINESS AND
FINANCIAL REVIEW
BUSINESS REVIEW

Burberry delivered solid financial results for the year to 31 March 20086.

In the context of a pericd marked by strategic investment and transition,

diluted EPS before costs associated with Project Atlas, increased 9%
on a 4% revenue gain. Return on capital for the period was 33%.
This performance reflects the continued execution of Burberry’s core
strategies in combination with strategic and operational transition in
certain businesses. Highlights of these factors are discussed below.

Regions
Burberry maintained steady progress across its trading regions.

® US Revenue rose 5% underlying, 9% reported, with strong retail
growth driven by new and existing stores partially offset by the

expected reduction in wholesale sales. The Group opened seven stores

during the year, including those in Naples (Florida), Palm Beach
Gardens (Florida), San Antonio (Texas), San Diego (California) and three
outlet stores. Five major renovations were also completed in the year.

® Europe Underlying revenue was flat in the region. Soft sales in the
UK and Spain offset strong retail and wholesale performance in the

remainder of Continental markets. During the year, the Group opened

a replacement store in Zurich, seven concessions, three outlet stores
and completed the renovation of the Frankfurt and Munich stores.

8 Mon-Japan Asia Pacific Revenue increased 6% underlying, 13%
reported. Underlying growth was led by strong retail performance in
Greater China (Hong Kong and mainland China). In Korea, new retail
space drove modest growth for the year, notwithstanding a
challenging consumer spending environment. Solid gains in South
Asian markets resulted from sales growth in existing stores and
among wholesale customers. During the year, the Group opened a
replacement store in Taipei and closed a net one concession in the
region. The integration of the 12 stores in Taiwan acquired in August
2005 also contributed to the reported gain in this geographic
segment.

12 Burberry Group pic Annual Report and Accounts 2005/06
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emerging markets was driven primarily by the opening of nine
franchised stores during the year, including stores in Istanbul (Turkey),
Warsaw (Poland), Sac Paoclo (Brazil), Jeddah (Saudi Arabia), Riyadh
(Saudi Arabia), Abu Dhabi (UAE), Dubai (UAE), Mumbai (India) and
Cancun (Mexico).-

Channels
Performance varied by distribution channel.

m Retail Consistent with the Group's emphasis on building sales
through its directly operated stores, the retail channel achieved the
strongest gain. Retail sales increased 11% on an underlying basis,
20% reported, driven by contributions from newly opened and
existing stores. Reported revenues were affected by the Taiwan
Acquisition and Spain retail conversion, which shifted sales from the
Group’s wholesale channel to its retail channel. In August 2005,
Burberry acquired the operations of its distributor in Taiwan, which
included 12 retail locations. In February 2008, the Group began the
conversion of 72 womenswear doors in department stores of
Burberry's largest customer in Spain into Burberry operated retalil
concessions. Retail sales resulting from the Taiwan Acquisition and
Spain retail conversion contributed approximately five percentage
points to the reported sales gain. In determining underlying
performance, the financial effects of the relevant businesses are
excluded from both reporting periods.

By region, double digit sales growth in the US, Burberry’s largest retail
market, was driven by new and refurbished stores with a moderate
contribution from existing stores. The majority of Continental
European markets achieved strong underlying gains driven by new
stores and solid gains from existing stores. While the UK was
generally soft, trends improved in the second half of the year.

Asia achieved robust underlying growth, with gains in Hong Kong

and South Asia partially balanced by a modest increase in Korea,

Retail investment continued on plan. During the year, the Group
opened six Burberry stores (including two replacement stores), six
outlet stores and a net nine concessions. In addition, seven stores
underwent major renovation during the year. In total, on a year on
year basis, average selling space increased approximately 8%,
excluding the effect of the Taiwan Acquisition and Spain retail
conversion. At 31 March 2006, Burberry's retail portfolio consisted of
B5 stores, 165 concessions and 30 outlets.

m Wholesale Wholesale sales decreased by 4% on an underlying basis,
8% reported. The US market experienced a decline for the year as a
result of Burberry's ongoing adjustment of the brand’s wholesale/retall
balance, as well as caution on the part of certain wholesale customers.
Soft demand in Spain produced a mid single digit sales decline in that
market during the period. While trends varied by country, in aggregate,
other Continental European markets performed well. The UK was soft
throughout the year. Sales in Asia decreased slightly in the year as a
second half decline, primarily driven by shipment timing differences
between periods, offset first half gains. Boosted by the opening of nine
new franchise stores, emerging markets achieved outstanding gains
during the year. The Taiwan Acquisition and Spain retail conversion
accounted for approximately five percentage points of the decrease in
reported wholesale sales.

8 [Licensing Licensing revenues increased 6% underlying, 3% reported.
In Japan, which accounted for approximately 70% of licensing
revenue, sales volumes declined primarily as a result of a soft apparel
market for much of the year as well as Burberry's ocngoing programme
to enhance brand positioning in that market. This programme involves
licence transitions/cancellations, improving distribution and upgrading
products in terms of design and quality. Royalty rate increases on
certain licences offset the effect of reduced volumes. In 2006/07, the
Group will begin direct sales of men’s ties, scarves and silks from
Burberry's international collection. Imported products will replace
licensed domestic products in these categories. In addition, a limited
range of Burberry’s international collection of handbags and small
leather goods will be selectively distributed in this market.



Burberry’s product licences produced a solid result for the year.
Against important product launches in 2004/05, fragrance sales werg
comparable to the previous period. In February 2006, Burberry
commenced a major women’s fragrance launch, Burberry London.
Marketing initiatives feature Oscar-winning British actress Rachel
Weisz. The product was introduced to most large consumer markets
during spring 2008, and will be followed by the launch of the Burberry
London men's fragrance in autumn 2006. Watches performed well in
" the year, strengthened by product innovation and expanded
distribution. With respect to eyewear, Burberry entered into a new
licence with Luxottica Group in October 2005. The first collections
under this agreement will appear in stores during autumn 2006.

Products

Continuous enhancement of the product development process is an
important objective, and the Group made good progress during the
year. Burberry's womenswear, menswear and accessory product teams
intensified efforts to coordinate development across categories and link
more closely their design, merchandising and sales functions.
Continuing to respond to consumer demand for new merchandise,
Burberry increased the frequency of new product deliveries to Burberry
stores and to selected wholesale customers.

® Prorsum Burberry Prorsum continues to break new ground with its
runway collections attracting outstanding critical acclaim. In recognition
of Prorsum’s design excellence, Burberry Creative Director, Christopher
Bailey, was awarded The British Designer of the Year Award by the
British Fashion Council in November 2005. Consumers also
responded, and Prorsum sales increased substantially during the year.

1 Womenswear In Womenswear, underlying revenues increased
3% as a soft spring 2005 season was balanced by improved
autumn/winter 2006 collection sales and a strong start to spring
2006. These results reflect successful efforts to adjust the product’s
aesthetic balance, improve fit and increase the ‘wear-now’
component of seasonal collections. In outerwear, the design team’s
work 1o reinvigorate key outerwear segments was rewarded with
favourable reaction to new styles for both the autumn and spring
seasons. Womenswear generated 34% of total revenues in the year.

= Menswear Underlying revenues increased 4% as the division made
steady progress in the year. Greater emphasis on more classic styling
and intensifying selection in prime classifications were important
contributors to this performance. In the US, the sartorial segment of
the business was boosted by successful made-to-measure events.
In selected markets, Burberry also launched marketing efforts
specifically targeted at the male consumer. Menswear represented
28% of reported revenues in the year.

® Accessories Underlying revenues were flat relative to last year. New,
sophisticated handbag designs, particularly Prorsum lines, performed
well in the period. To capitalise on consumer demand for these more
advanced styles, the Group broadened distripution within its own
store network during the spring season and will add points of sale
among wholesale customers for autumn/winter 2008. At the same
time, Burberry also successfully upgraded its more classic core
handbag ranges - the new Haymarket line of handbags and small
leather goods were a highlight of the year. Ongeing innovation with
respect to new styles and reinvention of the classics are critical to the
vitality of this category. Accessories (excluding childrenswear)
comprised 25% of reported revenues in the year.

Project Atlas

With the initial year of Burberry’s five year infrastructure redesign
programme complete, Project Atlas is firmly embedded in the
organisation. During the vear, the team reconfigured the implementation
plan in line with business processes rather than software installations.
This results in the shifting of previously scheduled initial implementation
steps to later in the programme for combination with secondary stages,
allowing for a single point of application for most business units.

The broad financial outline of the programme remains unchanged with
an approxjimate £50m investment during the first three years generating

in excess of £20m annually in expense savings by the project’s third
year (2007/08).

2006/07 plans }
In line with the ongoing execution of its growth strategies, Burberry
plans for the 2006/07 financial year include;

® Retail A minimum 10% underlying increzgse in average net retail

selling space (excluding the impact of th¢ Taiwan Acquisition and
Spain retail conversion) is expected. The‘majority of space expansion
will be concentrated in the US and Asian markets.

m Wholesale First half wholesale sales are! expected to be up a low
single digit percentage underlying and reported (at constant currency)
relative to the comparative period basedfupon orders received to

date for the autumn/winter 2006 season:.

® Licensing Underlying licensing revenue is expected to be broadly flat

refative to 2005/06: i

- Revenues from Japan are expected to experience a moderate
underlying decline for the year as a result of licence transitions
and Burberry’s other ongoing efforts t& enhance brand positioning
in this market. !

- Global product licenses are expected to produce strong gains.

- On a reported basis, the Group wil aléo experience a significant
negative exchange rate comparison. ‘

B Project Atlas For the 2006/07 financial‘\year, Project Atlas expenses
are expected to be approximately £19m and direct profit and loss
account benefits are currently anticipated to total approximately £6m.

[
B Capital expenditure Capital expenditu;e is planned to total

approximately £50m.
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DUSINESO AND
FINANCIAL REVIEW
FINANCIAL REVIEW

Group results™ 2006 2005

Percentage Percentage
Year to 31 March £m of turnover £m of turnover
Turnover
Retail 318.5 42.9% 265.2 37.0%
Wholesale 343.3 46.2% 371.9 52.0%
Licence 81.1 10.9% 78.4 11.0%
Total turnover 742.9 100.0% 715.5 100.0%
Cost of sales (296.8) (40.0%}) (291.3) (40.7 %)
Gross profit 446.1 60.0% 424.2 59.3%
Net operating expenses before Project Atlas costs (280.5) (37.8%) (262.9) (86.7%)
Operating profit before Project Atlas costs 165.6 22.3% 161.3 22.5%
Atlas costs (11.1) (1.5%) - -
Operating profit 154.5 20.8% 161.3 22.5%
Net finance income 25 0.3% 4.9 0.7%
Profit before taxation 157.0 21.1% 166.2 23.2%
Taxation (50.6) 8.8%) (54.3) (7.6%)
Attributable profit for the year 106.4 14.3% 111.9 15.6%
Diluted EPS before Project Atlas costs 24.1p n/a 22.2p n/a
Diluted EPS 22.3p n/a 22.2p n/a
Diluted weighted average number of Ordinary Shares (millions) 477.6 n/a 504.5 n/a

@ Financial results are reported under International Financial Reporting Standards. Prior year figures have been restated in line with these principles.

Turnover

Total turnover advanced to £742.9m from £715.5m in the prior period,
representing an increase of 4%, or 3% on an underlying basis.
“Underlying” figures are adjusted to exclude the financial effects of the
Taiwan Acquisition, the portion of Burberry’s business in Spain affected
by the retail conversion and the impact of foreign currency exchange
rate movements between periods. The Taiwan Acquisition and Spain
retail conversion resulted in a sales shift from Burberry’s wholesale
channel to its retail channel. In determining underlying performance,
the financial effects of the relevant businesses are excluded from both
reporting periods.

Operating profit

Gross profit as a percentage of turnover was 60.0% relative to 59.3%
in the prior period. The increase largely resulted from stronger retail
trading in the second half including decreased levels of seasonal
clearance activity for the autumn/winter season relative to the previous
year and an increase in retail’'s share of the revenue mix.

Net operating expenses before Project Atlas costs as a percentage of
turnover increased to 37.8% from 36.7% in the previous period. The
increase largely reflected investment in people and infrastructure to
support future growth, and costs associated with the expanded retail
network following the conversions in Taiwan and Spain. The Group also
incurred a one-off pension related cost following the demerger from
GUS.

As a result of these factors, operating profit before Project Atlas costs
increased 3% to £165.6m, or 22.3% of turnover relative to 22.5% in
the previous period.

Net expenses associated with Project Atlas totalled £11.1m.
Reported operating profit was £154.5m for the year.
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Net finance income

Net interest income was £2.5m in the year to 31 March 2006
compared to £4.9m in the prior period. The decrease was due to lower
average cash balances resulting from share repurchase activity during
the year.

Profit before taxation

As a result of the above factors, Burberry reported profit before
taxation of £157.0m in the year to 31 March 2006 compared to
£166.2m in the prior period.

Attributable profit

Burberry recorded a 32.2% effective tax rate (2004/05: 32.7%) on
profit resulting in a £50.6m tax charge and reported attributable profit
of £106.4m for the year to 31 March 2006 compared to £111.9m
reported in the pricr period.

Diluted sarnings per share before Project Atlas costs increased 9% to
24 1p compared to 22.2p in the prior period. Including Atlas costs, the
Group reported diluted earnings per share of 22.3p. In the year to
March 2008, the diluted weighted average number of Ordinary Shares
in issue was 477.6m (2004/05: 504.5m).




l

The table below sets out the principal components of cash flow for the years to 31 March 2006 and 31 March 2005 and net funds at

the year end:

l

2006 2005
Year to 31 March £m £m
Operating profit before Project Atlas costs 165.6 161.3
Atlas costs (11.1) -
Operating profit 154.5 161.3
Depreciation and related charges 24.9 24.4
Profit on disposal of fixed assets (1.8) (1.1)
Charges in respect of employee share incentive schemes 7.4 9.5
Increase in stocks (17.8) (12.9)
Decrease/(increase) in debtors 2.2 (7.3)
(Decrease)/increase in creditors (21.2) 1.5
Cash generated from operations 148.4 175.4
Net interest received 1.6 4.7
Taxation paid (43.6) (49.5)
Capital expenditure (30.7) (37.2)
Property sale proceeds 3.6 3.1
Net acquisition related payments (23.6) -
Net sale/(purchase) of shares by ESOPs 2.4 6.9
Issue of Ordinary Share capital 3.7 4.4
Share repurchases (191.6) (68.4)
Equity dividends paid (32.8) (24.9)
Movements in net funds resulting from cash flows (162.6) 10.7
Exchange rate gains 52 1.3
Movement in net funds (157.4) 12.0
Net funds at end of year 12.5 169.9

Cash flow and net funds

Historically, Burberry’s principal uses of funds have been to support
capital expenditures and working capital growth in connection with the
expansion of its business, acquisitions and share repurchases.
Principal sources of funds have been cash flow from operations.
Burberry expects to finance the expansion of its business, capital
expenditures including strategic infrastructure investments, shareholder
dividends and share repurchases with existing cash balances, cash
generated from operating activities and the use of its credit facilities.

Net cash generated from operating activities was £148.4m compared to
£175.4m in the prior period. Stock levels increased £17.8m, resulting
from growth of the business and expansion of the Group's retail network.
The £2.2m decrease in debtors reflects seasonal growth of trade debtors
offset by the change in business structure resulting from the Spain retail
conversion and Taiwan Acquisition. The £21.2m decrease in creditors
includes payments of profit related fees in respect of prior acquisitions
and the settlement prior to the demerger of amounts outstanding with
GUS.

Capital expenditures of £30.7m included net purchases of fixed assets
of £26.8m relating primarily to continued investment in the Group's
retail operations and infrastructure, and Project Atlas investment of
£3.9m. Proceeds from the sale of certain surplus properties during the
year amounted to £3.6m. Net acquisition related payments comprised
£19.2m deferred consideration with respect to a previous acquisition
and £4.4m as partial consideration for the acquisition of Burberry's
distributers in Taiwan.

In line with its risk management policy, Burberry has continued to
hedge its principal foreign currency transaction exposures arising in
respect of Yen denominated royalty income and Euro denominated
product purchases and sales.

In connection with share option awards, tpe Group sold £2.4m
(2004/05: £1.8m) of equity from its Employee Share Ownership Plans
and received £3.7m {2004/05: £4.4m) from the issue of new shares
following the exercise of share based options.

Consistent with the £250m share repurch[ase programme announced
in November 2004, Burberry commenceq the repurchase of shares in
January 2005. In the year to 31 March 2006 the Group repurchased
45.9m shares for a total cost of £191.6m! Total purchases under the
repurchase programme since January 2005 amounted to £250m.

The Group paid an interim dividend of 2.5p per share on 2 February
2006. A final dividend of 5.5p per share i proposed, payable in August
2006. As proposed the total dividend for 2005/06 would increase 23%
to 8.0p per share (£35.6m aggregate ameunt).
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PUSINESS AND
FINANCIAL REVIEW
RISKS

The managemeant of the business and the execution of the Group’s
growth strategies are subject to a number of risks, the occurrence of
any one of which may adversely affect the management of the Group
and the execution of growth strategies.

The key business risks affecting the Group are set out below. The
steps the Company takes to address these risks, where they are
matters within its control, are also described. Such steps will mitigate
but not eliminate the risks. Some of the risks relate to external factors
which are beyond the Company’s control. The order of the risks is in
no way an indication of their relative importance, and each of the risks
should be considered independentiy. If more than one of the events
contemplated by the risks set below occurs, it is possible that the
overall effect of such events would compound the possible adverse
effects on the Group.

Risks are formally reviewed by a Risk Committee of executive
management including the Chief Executive and Chief Financial Officer
and also by the Audit Committee at least twice a year. Key business
risks are also considered generally as part of the Group’s strategy
development and ongoing business review processes.

We face intense competition We are faced with intense competition
in most of our product categeries and markets. We compete with
international luxury goods groups. These groups control a number of
luxury and upscale brands and may have greater financial resources
and bargaining power with suppliers, wholesale accounts and
landlords than we do. If we are unable to compste successfully, our
operating results and growth may be adversely impacted.

The inability to anticipate and respond to changes in consumer
demand and fashion trends on a timely basis could adversely
impact sales Our business depends, in part, on our ability to shape,
stimulate and anticipate consumer demand by producing innovative,
fashionable and functional products. The Burberry check has been
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brand. We plan to continue to vary the manner in which we use the
Burberry check as a design feature and to develop marketing initiatives
to minimise its risk of over exposure.

Our operating results are subject to seasonal fluctuations and
vary based on the weather Our business, particularly with respect to
apparel, broadly operates on a seasonal basis (spring/summer and
autumn/winter) and we have experienced, and expect to continue to
experience, substantial seasonal fluctuations in sales and operating
results. In particular, our results vary based on the weather because of
the large proportion of outerwear products we offer and the effect of
the weather on retail markets generally. As a resuilt of these
fluctuations, comparisons of sales and operating results between

_different periods within a single financial year are not necessarily

meaningful. In addition, these comparisons cannot be relied on as
indicators of our future performance.

An economic downturn could affect consumers’ purchases

of discretionary luxury items which could adversely affect
Burberry’s sales In common with all our competitors, there are many
factors which affect the level of consumer spending on discretionary
luxury items. During recessionary periods, when disposable income is
lower, a downturn in our key markets may adversely affect Burberry’s
sales.

A significant amount of our sales are generated by customers, (in
particular Japanese, Chinese and other Asian customers) who
purchase our products while travelling either overseas or domestically.
As a result, shifts in travel patterns or a decline in travel volumes could
materially affect our trading results.

Burberry is exposed to foreign currency fluctuations We derive a
significant percentage of our profits from our Japanese licensing
arrangements. As a consequence, we are exposed to a significant risk
associated with the Yen to Sterling exchange rate. We manage a
significant proportion of these exposures by the use of forward
exchange contracts. Currency fluctuations affecting the Yen will
nevertheless affect our results and profitability.

We also engage in foreign exchange hedging designed to reduce the
impact of currency fluctuations on the trading transactions of some of
our international operations.

Terrorism A maijor terrorist attack, particularly in central London, New
York, Barcelona or Tokyo could severely impact the operation of our
businesses. In such circumstances we cannot ensure uninterrupted
operation of the business, particularly in the short term, and in the
longer term the operation of the business may be hindered if the
effects of a terrorist attack have a more prolonged effect.

We are dependent on the strength of our trademarks and other
intellectual property rights We believe that our trademarks and other
proprietary rights are fundamentally important to our success and
competitive position. Unauthorised use of the “Burberry” name, the
Burberry check and the Prorsum horse logo as well as the distribution
of counterfeit products damage the Burberry brand image and profits.
If a third party registers our trademarks or similar trademark, in a
country where we do not currently trade, this would create a barrier to
our commencing trade under those marks in that country. In addition, if
a third party publishes harmful material using our trademarks,
Burberry’s brand image could suffer.

We have a dedicated team operating internationally to establish

and protect our trademarks and other intellectual property rights.
Where infringements are identified, we resolve these through a mixture
of criminal and civil legal action and negotiated settiement.

Nevertheless, we cannot guarantee that the actions we have taken to
establish and protect our trademarks and other proprietary rights will
be adeguate to prevent imitation of our products by others.
Trademarks and intellectual property rights, while subject to
international- treaties, are largely driven by national law and the
protection of intellectual property rights varies from one jurisdiction to




another. We cannot therefore necessarily be as effective in all
jurisdictions in addressing counterfeit products. In many territories we
are dependent upon the vigitance and responsiveness of law
enforcement bodies whose priorities may differ from our own. They are
also subject to budgetary constraints and prioritise their actions
accardingly. Whilst we work closely with customs and cther law
enforcement bodies, ultimately we cannot direct their actions.

There is a risk of over-reliance on key product manufacturers In a
number of key product categories Burberry is reliant on a small number
of suppliers. Where suitable alternatives exist, the Group has reduced
volumes with key suppliers on whom the Group is over-reliant and
continues to look for suitable additional suppliers to further reduce
such over-reliance.

A lack of flexibility in our supply chain would limit our ability to
respond efficiently to changing circumstances and fashion trends,
hindering the Group’s ability to take advantage of growth
opportunities and enabling competitors to take market share {f our
suppliers do not have sufficient manufacturing capacity or fail to deliver
products on time and/or to the appropriate quality standards, sales for
an entire season could be significantly adversely affected. Further, such
a failure could affect wholesale customers’ confidence which could
adversely affect subsequent seasons.

The Project Atlas programme is designed to deliver both business
process improvements and the technology to provide better visibility
over the supply chain. In addition, we are strengthening resource
internally in this area to provide better management of key aspects of
our supply chain.

Burberry could suffer if its manufacturers are unable to produce
goods at a competitive price, on time and to our specification
Burberry continues to evalve its sourcing strategy, refining its selection
of suppliers to maintain and ennhance product quality whilst improving
sourcing efficiency. There are opportunities to develop more robust
supplier management processes and these will help ensure that we
continue to produce merchandise of the right quality, in accordance
with our ethical policy, and delivered in accordance with our
requirements. This process may adversely affect relationships with
existing suppliers during the transition period. If our suppliers fail to
ship product on time, or guality is substandard, this could lead to us
missing delivery dates to our customers, potentially resutting in
cancelled orders or price reductions.

There is a substantial change programme (Project Atlas) being
rolled out throughout the business to improve the infrastructure
and business efficiency Whilst Project Atlas is designed to dsliver
significant business benefits, if it is not effectively managed and
resourced the benefits may fail to be delivered and it could
compromise business operations. A governance framework has been
established involving Board level sponsorship and a Steering
Committee. External consultants are being used to supplement internal
skills where required.

If Burberry foses key management or is unable to attract and
retain the talent required for its business, its operating results
could suffer Burberry’s performance depends largely on its senior
managets and design teams. The resignation of key individuals and the
inability to recruit people with the right experience and skills to facilitate
future business growth could adversely impact Burberry’s resufts. 70
mitigate these issues the Remuneration Committee has implemented a
number of schemes linked to Burberry’s results that are designed to
retain key individuals. There is an ongoing recruitment programme
overseen by the Human Resources Director and Chief Executive to
ensure people of the right calibre are retained or are brought into the
business.

|
|

A substantial proportion of Group revenue and profits is reliant on
business in Japan and key global licensq’es A significant source of
profit is derived from the royalties received from licensees, specifically
our licensee partners in Japan, and our fraérance licensee InterParfums
S A, We rely on licensees, among other thihgs, 10 maintain operational
and financial contral over their businesses. Should our licensees fail to
effectively manage their operations our income from royalties would
decline. !
Failure to manage these key relationships s%}ﬁectlvely could have a
material impact on the sales, profitability and reputation of the Group.
To minimise the risks in Japan, we have established our own offices
and operations in Tokyo. [
A number of our licences have been renegotiated to give us improved
control over the brand, and more active pﬁoduct development is being
undertaken with our key licensess. We regularly implement royalty
reviews of our licensees, but we cannot guarantee that they will reveal
any non-compliance with the terms of the; refevant licence.

\
We may be unable to control our wholesale and licence
distribution channels satisfactorily We rely on our ability to control
our distribution networks and licensees to ensure that our products are
sold in environments consistent with our luxury image. An action by
any significant wholesale customer or licensee, such as presenting
Burberry products in a manner inconsistent with our preferred
positioning, would be damaging to our bfand image. If, due to
regulatory, legal or other constraints, we are in any way unable to
control our wholesale distribution networks and licensses, the Burberry
brand image, and therefore our results and profitability, may be
adversely affected. |

In key emerging markets, particularly ,)China, we are dependent
upon third party operators with the agsociated lack of direct
control and transparency In key emerging markets, we operate
through third-party franchisees. In particular, a third-party retail
operation has been developed in China.! We depend upon the
expertise of these franchisees given ourirelative lack of experience in
this region. At an operational level, regufar meetings take place with the
management of our business partners a,md franchisees.

We have a number of key customers whose business represents a
substantial portion of our sales We dedicate resources 1o these
customers and maintain close relationships with such customers so we
can understand and respond to their n;'eeds.

We rely upon our flicensees, suppliers, franchisees, distributors
and agents to comply with laws We fexpect our licensees, suppliers,
franchisees, distributors and agents tolcomply with employment and
other laws refating to their country of oberation and to operate to good
etnical standards. We are, however, unable to guarantee that this is the
case, alithough we are improving our processes to gain assurance that
our licences, suppliers, franchisess, distributors and agents comply
with our terms and conditions and refevant local legislation and good

practice. !
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THE BOARD OF DIRECTORS

Chairman

John Peace
John Peace was appointed Chairman of Burberry in June 2002. He is the Group Chief Executive of GUS plc, a position he has held since January 2000.
He served as Chief Executive of Experian from 1896 to 2000 and currently serves as Chairman of the Board of Governors of Nottingham Trent University.

Executive directors

Rose Marie Bravo — Chief Executive {until 1 July 2008, and thereafter, Vice-Chairman)

Rose Marie Bravo was appointed Chief Executive of Burberry in 1897, Prior to her appointment at Burberry, Ms Bravo served as President of Saks Fifth
Avenue from 1992 to 1997, with responsibility for merchandising, marketing and product development. She also served as a member of the Board of Saks
Holding Inc. From 1974 to 1992, Ms Bravo held positions of increasing responsibility at RH Macy & Co, culminating with her 1987 to 1992 tenure as
Chairman and Chief Executive Officer of the | Magnin Specialty Division. Ms Bravo serves on the Boards of both Tiffany & Co. and Estée Lauder as a non-
executive director.

Angela Ahrendts ~ Executive Director {assuming role of Chief Executive Officer with effect from 1 July 2006)

Angela Ahrendts was appointed an Executive Director of Burberry on 9 January 20086. Prior to her appointment, Angela held various senior positions at
Liz Claiborne Inc from 1998, most recently as Executive Vice President. Prior to Liz Claiborne, Angela served as Executive Vice President of Henri Bendel
from 1996 to 1998 and President of Donna Karan International from 1989 to 1996.

Stacey Cartwright — Chief Financial Officer
Stacey Cartwright was appoeinted Chief Financial Officer of Burberry on 1 March 2004. Prior to this appointment, she held the position of Chief Financial
Officer at Egg plc from 1999 to 2003. From 1988 to 1999 she held various finance related positions at Granada Group PLC.

Non-executive directors

Philip Bowman

Phitip Bowman was appeinted in June 2002 and is the Company’s Senior Independent Director. He is the Chief Executive of Scottish Power plc and a non-
executive director of Scottish & Newcastle plc. He previously served as Chief Executive of Allled Domecg plc between 1999 and 2005. Among his former
non-executive directorships, Philip was non-executive Chairman of Coral Eurobet Limited and a non-executive director of British Sky Broadcasting Group
plc from 1994 to 2003. He also acted as Chairman of Liberty pic from 1998 to 2000.

Guy Peyrelongue
Guy Peyrelongue was appointed in June 2002. Between 1987 and 2001 he served as President and Chief Executive Officer at L'Oréal United States. From
1973 to 1987 he held various positions at L'Oréal including President, Latin America.

David Tyler

David Tyler was appointed a non-executive director in June 2002, having been a director since 1997. He is currently Group Finance Director of GUS plc, a
position he has held since 1997. He was formerly a non-executive director of the Lewis Group and served as Group Finance Director of Christie's
International pic from 1989 to 1996.

Stephanie George

Stephanie George was appointed a non-executive director on 31 March 2008. She is currently employed by Time Inc. as President with responsibility for
the publishing divisions and overall management of IN STYLE, REAL SIMPLE, ESSENCE and PARENTING. Prior to Time Inc., Stephanie spent 12 years at
Fairchild Publications where she served as President, Women'’s Wear Daily Media Werldwide.
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DIRECTORS’ REPORT

The directors present their Annual Report together with the audited financial statements for the year to 31 March 2006.

Principal activities and business review

The Company designs, sources, manufactures and distributes high-quality apparel and accessories through its own retail stores and via its wholesale
customers. The Company also licenses third parties to manufacture and distribute products using the “Burberry” brand. The Chairman’s letter on page 5,
the Company Overview and Strategy section on pages 8 to 9 and the section of the Business and Financial Review on pages 12 to 17 report on the
activities and results for the year and give an indication of the Company’s future developments.

A description of the principal risks and uncertainties facing the Company is included on pages 18 and 19 which, when taken together with the sections of
the Annual Report referred to above, fulfit the requirements of the Business Review and which are incorporated into this report by reference.

Results and dividends
The attributable profit for the year amounts to £106.4m (2005 (restated for transition to International Financial Reporting Standards (“IFRS™) £111.9m) and
has been transferred to reserves.

An interim dividend of 2.5p per Ordinary Share was paid to the crdinary shareholders of the Company on 2 February 2008. The directors recommend that
a final dividend of 5.5p per Ordinary Share in respect of the year to 31 March 2006 be paid to those persons on the Register of Members at the close of
business on 7 July 2006. This will make a total dividend of 8p per Ordinary Share. The dividends paid and recommended in respect of the year to

31 March 2006 total £35.6m.

On 30 September 2005, the Company paid a dividend of £16,174 to GUS Holdings Limited as the holder of all of the Company’s Redeemable Participating
Preference shares of 0.05p each (*Preference shares”) in issue at that time.

In accordance with the approvals granted at the Company’s Extraordinary General Meeting (‘EGM”) held on 12 December 2005 in connection with the
demerger from GUS, the Preference shares were distributed by GUS Holdings Limited to The Law Debenture Trust Corporation p.l.c. (as trustee for the
shareholders of GUS plc) on completion of the demerger. On 12 January 2006, the Preference shares were repurchased by the Company at an aggregate
cost of £1 and were subsequently cancelled.

Abacus Corporate Trustee Limited, as trustee of the Burberry Group plc ESOP Trust (“the Trust”), has waived all dividends payable: by the Company in
respect of the Ordinary Shares held by it as trustee of the Trust. The dividends waived in the year to 31 March 2006 were in aggregate £368,628
(2005: £254,307).

Directors
The names and bicgraphical details of the directors holding office at the date of this report are shown on page 22.

During the year, Brian Blake and Caroline Marland resigned as directors of the Company with effect from 14 November 2005 and 31 January 2006
respectively, and Angela Ahrendts and Stephanie George were appeinted directors of the Company with effect from 9 January 2006 and 31 March 2006 -
respectively.

As Angela Ahrendts and Stephanie George were appointed after the Company’s Annual General Mesting (“AGM?”) in 2005, they will retire in accordance
with the Company’s Articles of Association and a resolution proposing their re-election will be proposed at the forthcoming AGM.

Stacey Cartwright and David Tyler will be retiring by rotation at this year’s AGM who, being eligible, offer themselves for re-election.
Details of the directors’ service agreements are given in the Report on directors’ remuneration and related matters on page 35.

Directors’ interests

Interests of the directors helding office at 31 March 2006 in the shares of the Company, its subsidiaries and its ultimate parent cornpany until 13 December
2005, GUS plc, are shown within the Report on directors’ remuneration and related matters on pages 39 and 40. There were no changes to these interests
between the period 31 March 2006 and 14 May 2006.

Corporate governance
The Company’s statement on corporate governance is set out on pages 26 to 29.

Substantial shareholdings :
As at 18 May 20086, the Company had been notified of the following interests in the Company’s Ordinary Shares in accordance with sections 198 10 208 of
the Companies Act 1985:

Number of % of issued

Crdinary Shares share capital

Legal & General Group plc 32,350,098 7.24%
Janus Capital Management LLC 20,931,600 4.68%
Franklin Resources, inc. 18,348,019 411%
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DIRECTORS’ REPORT continuen

Share capital
The Company issued a total of 3,664,178 Ordinary Shares during the year following the exercise of options granted under the Burberry Senior Executive
PO Share Option Scheme and the vesting of awards granted under the Burberry IPO Senior Executive Restricted Share Plan.

Purchase of own shares

Following the review of the Company’s capital structure in Autumn 2004, the Company continued te repurchase its shares during the year and received
shareholder approval at the 2005 AGM to repurchase up to 48,224,669 Ordinary Shares (“the 2005 Repurchase Authority”) through a combination of on-
market purchases and off-market purchases from GUS pic pursuant to the terms of a share repurchase agreement. The terms of this agreement were
suspended shortly before the convening of the GUS plc EGM held on 12 December 2005 and the agreement was terminated on completion of the
demerger at which time the share repurchase programme continued through on-market repurchases only.

During the financial year, the Company repurchased and subsequently cancelled 45,868,642 Ordinary Shares at an aggregate cost of £191.6m. Under the
terms of the share repurchase agreement 13,083,825 of the Ordinary Shares repurchased during the year were purchased off-market from GUS plc.

As at 31 March 2008, the Company had repurchased a total of 37,073,686 Ordinary Shares pursuant to the 2005 Repurchase Authority.

In order to retain maximum flexibility going forward, the Company proposes to renew the authority granted by Ordinary Shareholders at the AGM in 2005 to
repurchase up to just under 10% of its issued share capital. Further details are provided in the separate circular to shareholders incorporating the Notice of
this year's AGM.

During the year under review, the Company repurchased 9,370 Ordinary Shares as treasury shares for the purposes of the Company's Co-investment
Scheme further details of which are set out in the Report on directors' remuneration and related matters. The Company repurchased all of its issued
Preference shares as part of the demerger from GUS (further detalls of which are given above).

Interests in own shares
Details of the Company’s interests in its own shares are set out in Note 21 to the Financial Statements.

Charitable and political donations
During the year to 31 March 2008, the Group donated, in cash, a total of £314,214 to charitable causes (2005: £346,423). in addition, donations were

made through a variety of other means including the donation of Burberry products and through organised events.
The Company made no political donations during the year in line with its palicy.

tn keeping with the Company’s approach in prior years, Shareholder approval is being sought at the forthcoming AGM, as a precautionary measure, for the
Company and its wholly owned subsidiary, Burberry Limited, to make donations and/or incur expenditure which may be construed as ‘political’ by the wide
definition of that term included in the relevant legislation. Further details on these resolutions can be found in the separate circular to shareholders enclosed
with this report.

Employment policies

w Equal opportunities

The Company is committed to ensuring the consistent profitable growth of its business and a policy of equal opportunity in employment is integral to this
commitment. The aims of the Group's policy are to ensure that the most capable job applicants are recruited and the most competent employees in the
Group progress. All employees will receive fair and equal treatment irrespective of sex, race, ethnic origin, nationality, marital status, age, religion, disability
and sexual orientation. In the situation where an employee becomes disabled, the Group will endeavour to assist the employee by adapting the job or by
offering a transfer to ancther position if appropriate.

® Heaith and safety

In the year to 31 March 2008, there were 9 accidents in the United Kingdom reportable under the UK RIDDOR legislation (the “Reporting of Injuries,
Diseases and Dangerous Occurrences Regulations 1995”). Broadly, this covers those accidents resulting in more than three days absence from work: the
RIDDOR accident rate for our UK business was 0.26 per 100,000 hours worked (2005: 0.3).

Further details on the Company's approach to Health and Safety are provided in the Corporate Social Responsibility Report on page 42.
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Employee invoivement

B Employee communication

Burberry believes that employee communication is important in building strong relationships with, and in motivating, employees. Burberry makes use of
various methods - including quarterly managers’ mestings, face-to-face brisfings, direct mail, email and a corporate intranet to ensure that matters of
interest and importance are conveyed to employees quickly and effectively. In addition, an annual “Corporate Review” highlighting the Company's
performance and its ongoing strategic initiatives is sent to all employees worldwide.

B Employee share ownership

In order to further extend employees’ interest in the Company, awards of free shares in the Company were made to over 4,000 employees worldwide in
2005 - the fourth such award since the Company’s IPO in July 2002. In 2008, the Company intends to implement a Save as You Earn Scheme for
employees which was adopted at the time of the IPO.

Creditor payment
For all trade creditors, it is Group poficy to:

® agree and confirm the terms of payment at the commencement of business with that supplier;
m pay in accordance with contractual and other legal obligations; and
m continually review the payment procedures and liaise with suppliers as a means of eliminating difficulties and maintaining a good working relationship.

Trade creditor days of the Group as at 31 March 2006 were 35 days (2005: 35 days) based on the ratio of Group trade creditors at the end of the year to
the amounts recorded as expense during the year attributable to trade creditors. The Company had no trade creditors as at 31 March 2006 (2005: £nil).

Provision of information to Auditors
In accordance with the provisicns of The Companies (Audit, Investigations and Community Enterprise) Act 2004 amending the Companies Act 1985, each
of the Company's directors in office as at the date of this report confirms that:

m 5o far as the director is aware, there is no relevant audit information of which the auditors are unaware, and

# he or she has taken all the steps that he or she ought to have taken as a director in order to make himself or herself aware of any relevant audit
information and to establish that the Company’s auditors are aware of that information.

Annual General Meeting

The Annual General Meeting of the Company will be held at the British Academy of Film & Television Arts, 195 Piccadilly, London W1J QLN at 11.00 am on
14 July 2008. The Notice of Meeting is included in the separate circular to shareholders which accompanies this Annual Report. It is also available on the
‘Investors’ section of the Company’s website (www.burberry.com).

Auditors
A resolution to re-appoint PricewaterhouseCoopers LLP as auditors to the Company will be proposed at the forthcoming AGM.

By order of the Board

jill

Michael Mahony
General Counsel and Secretary
24 May 2006

Registered Office:

18-22 Haymarket
London SW1Y 4DQ
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CORPORATE GOVERNANCE

The Board supports the principles of corporate governance advocated by the Combined Code (“the Code”) published in July 2003 and, in accordance with
the Listing Rules of the UK Listing Authority, sets out below its report on the application of the principles contained in the Code for the year under review.
Unless otherwise stated below, the Company has complied with the provisions set out in Section 1 of the Code throughout the year.

The Board

The Board is responsible to shareholders for the management of the Group and has adopted a committee structure which enables it to concentrate its
efforts on strategy, management performance, governance and internal control. The Board currently consists of a Chairman, a Chief Executive plus two
other executive directors and four non-executive directors. The Board and Committee structure of the Company was established at the time of the IPO in
July 2002, From that time until the demerger in December 2005, the Company remained majority owned by GUS plc, of which, John Peace and David
Tyler are Chief Executive and Group Finance Director respectively. They were appointed by GUS to their respective board positions as Chairman and Non-
Executive Director and on the Remuneration Committee and Audit Committee under the terms of the Relationship Agreement entered into with GUS plc at
the time of the IPO. Notwithstanding the possible lack of independence of these two individuals on the Board and on the committees of which they were
members, it was considered that the Company benefited from their knowledge and experience.

Given the Group has operated independently since the IPO in 2002 and the completion of the demerger process in 2005, the Board now considers that
John Peace and David Tyler are independent since the former shareholder relationship did not materially affect the directors’ judgement at the time and
does not affect the directors’ judgement now. If there are specific matters relating to the Company’s previous relationship with GUS that may cause a
conflict of interest to arise in accordance with the company’s Articles of Association, the relevant director will not participate in the determination of the
matter concerned.

in addition, during the course of the year Angela Ahrendts was appointed as an executive director of the Company on the basis that she would become
Chief Executive of the Company on 1 July 2006. Given the knowledge of the Group's affairs and her expertise and experience, it was considered by the
Board that the retention of the services of Rose Marie Bravo was desirable albeit with a different emphasis. Accordingly, Rose Marie Bravo will be appointed
as Vice Chairman of the Company with effect from 1 July 2006.

Following the demerger and given the changes to the Board including the appointment in March 2006 of an additional non-executive director, the
Chairman, in consultation with the Senior Independent Director, is reviewing the composition of the Board and the committees of the Board (and their terms
of reference) to assess whether any changes needed to be made to reflect the fully independent status of the Company.

The Board has a clear understanding of the roles of the Chairman and Chief Executive. Although not documented, the Chairman leads the Board in
reviewing the Group’s strategy and monitoring high-level progress. The day-to-day business of the Group is the responsibility of the Chief Executive.

John Peace, Philip Bowman, Guy Peyrelongue, David Tyler and Stephanie George are, in the opinion of the Board, independent of management and free
from any business relationship which could materially interfere with the exercise of their independent judgement.

During the year under review the Board held five scheduled meetings, which, in the opinion of the directors, was a sufficient number to enable them to
discharge their duties effectively. All directors attended every meeting with the exception of Brian Blake and Caroline Marland who were each unable to
attend one meeting.

The Chairman ensures that the Board is supplied in a timely manner with information in a form and of a quality appropriate to enable it to discharge its
duties. In addition, directors are also supplied with an extensive monthly report, which provides information on operational and financial performance, risk
management and the Group’s business plans. There is also a procedure whereby directors, in the furtherance of their duties, are able to take independent
advice, if necessary, at the Company’s expense. In addition, all directors have direct access to the advice and services of the Company Secretary.

In order to ensure that the Company and the Board are able to draw from an appropriate balance of skills and experience, the terms of reference of the
Nomination Committee (further details of which are provided below), include the responsibiiity for reviewing succession plans for both Board and senior
executive positions.

At the request of any non-executive director, the Chairman will arrange meetings consisting of only the Company's non-executive directors to aflow the
opportunity for any concerns to be expressed. While no formal meetings were held during the year under review, the Chairman maintains regular contact
with the Senior Independent Director and other non-executive directors.

The Board has a formal schedule of matters reserved to it for decision.

The appointment and removal of the Company Secretary is a matter reserved for the Board as a whole.

Notwithstanding the changes of director during the year, a majority of the Board comprised non-executive directors for the duration of the year under

review. Given changes to the composition of the Board, during the year, there were times when at least half of the Board (excluding the Chairman} did not
comprise independent non-executive directors as required under the Code.
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Directors - Development
On appointment, directors are furnished with relevant information to discharge their duties effectively. The Company plans an induction programme for each
director, whereby a director will meet key members of the management team following his/her appointment.

As an ongoing process, directors are briefed and provided with information concerning major developments affecting their roles and responsibitities. In
particular, the directors’ knowledge of the Group’s worldwide cperations is regularly updated by arranging presentations from local management.

Board Evaluation

The Nomination Committee has discussed the methods available to it in order to evaluate the performance of the Board including the assistance of
specialist third-party consultants. For the year under review, the Board considered that such a formal evaluation would not be undertaken but would be
kept under review for future years. The gvaluation of the performance of the Board, its committees, the Chairman and of the individ ual directors is carried
out on an informal basis. This method of evaluation is carried out by the Chairman in respect of the Board as a whole in consultation with the Senior
Independent Director.

All directors are subject to election by shareholders at the first opportunity after their appointment and thereafter in accordance with Article 82 of the
Company’s Articles of Association. This ensures compliance with the Code by providing that all directors are required to submit themselves for re-election
at least once every three years. The biographical details of those directors seeking election and re-election at the forthcoming Annual General Meeting
("AGM”) can be found on page 22 of this Annual Report.

Committees
The Board is supported by the Audit, Remuneration and Nomination Committees.

The Committees, if they consider it necessary, ¢can engage third-party consultants and advisers and can call upen other resources of the Group to assist
them in developing their respective roles.

In addition to the relevant Committee members and the Company Secretary, external advisers and, on occasion, other directors atiend committee
meetings but only at the invitation of the Chairman of the Committee.

The Committees’ terms of reference and the schedule of matters reserved for the Board are being reviewed following the demerge- and, following that
review, will be made available on request and on the ‘Investors’ section of the Group’s website (www.burberry.com).

Audit Committee

The Audit Committee currently consists of three non-executive directors: Philip Bowman (Chairman), David Tyler and Stephanie George. Caroline Marland
was a member of the Committee until her resignation from the Board on 31 January 2006 and Stephanie Gecrge was appointed a member of the
Committee on 19 May 2006. The Committee met four times during the year, with both the external auditors and a representative of the Group's internal
audit department present. All members of the Committee attended every mesting.

The Board is satisfied, in accordance with the provisions of the Code, that at least one member of the Audit Committee has recent and relevant financial
experience given the nature of the senior management paesitions held by Philip Bowman and David Tyler (see biographical details cn page 22 of this
Annual Report).

The Audit Committee has reviewed during the year the adequacy of “whistle-blowing” arrangements adopted by the Group.

The Board acknowledges that the independence of auditors is a subject that has become increasingly prominent. It is the role of the Audit Committee to
recommend the appointment of auditors and to ensure that the auditors’ cbjectivity and independence are maintained. During the year it agreed a policy
consistent with Patricia Hewitt's Committee’s guidelines on the provision of non-audit services to audit clients. Prior to commencing any piece of work the
external auditors are required to have the work authorised by the Audit Committee, and reports are provided to the Committee detailing all such work.

Remuneration Committee
Details of the Remuneration Committee and its application of corporate governance principles in relation to directors’ remuneration are given in the Report
on directors’ remuneration and related matters on page 30.

Nomination Committee

The members of the Nomination Committee are John Peace (Chairman), Rose Marie Bravo, Philip Bowman and Guy Peyrelongue. Caroline Marland was a
member of the Committee until her resignation from the Board. The Committee met twice during the year under review.

All members of the Committee attended every meeting.

The Committee is responsible for identifying and recommending appointments to the Board. Independent external search consultants are engaged to assist

in the process of identifying and/or assessing the suitability of candidates and/or potential candidates’ suitability is researched by the Chairman of the
Committee. Detalls of candidates are prepared for review by the Committee which then makes a recommendation to the Board.
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Relations with Shareholders
The Company recognises the importance of communicating with its shareholders and does this through its Annual and Interim Reports, quarterly trading
updates and at the Annual General Meeting.

The Company communicates with its institutional investors frequently and regularly throughout the year through a combination of formal and informal
meetings, participation at sector-specific conferences and ad-hoc briefings with management.

The Board is kept abreast of the views of major shareholders by briefings from the Company's Senior Vice President of Strategy and Investor Relations.
Analysts' notes and brokers’ briefings are also used to achieve a greater understanding of investors’ views of the Company.

The Company’s non-executive directors, including the Senior Independent Non-executive director, are available to meet with any of the Company’s major
shareholders to discuss issues of importance to them, should a meeting be requested.

In accordance with the provisions of the Code, the Notice of the 2005 AGM was sent to shareholders at least 20 working days before the Meeting. A poll
vote was taken on each of the resolutions put before shareholders.

Philip Bowman (Chairman of the Audit Committee) did not attend the 2005 AGM at the request of the Board for medical reasons and Guy Peyrelongue
{Chairman of the Remuneration Committee} was unable to attend the 2005 AGM. It is the intention that all directors will attend the forthcoming AGM and
will be available to answer shareholders’ questions.

In keeping with the Company’s usual practice, voting on each of the resolutions to be put to shareholders at the forthcoming AGM will be conducted by a
poll. The level of proxies fodged on each resolution and the number of proxy votes for and against the resolution will be made available at the AGM on
request and will be published on the Company’s website.

Corporate social responsibility (“CSR”)
Details on the Company’s approach to CSR are given on pages 41 o 45,

Accountability and audit

The Board acknowledges that it should present a balanced and understandable assessment of the Company’s position and prospects. In this

context, reference should be made to the Statement of Directors’ Responsibilities on page 46, which includes a statement in compliance with the

Code regarding the Group's status as a going concern, and to the Group Report of the Auditors on page 47, which includes a statement by the auditors
about their reporting responsibilities.

The Board recognises that its responsibility to present a balanced and understandable assessment extends to interim and other price sensitive public
reports and reports te regulators as well as information required to be presented by law.

Internal control

The Board acknowtedges that it is responsible for the Group’s system of internal contro!l and for reviewing its effectiveness. Such a system is designed to
manage rather than eliminate the risk of failure to achieve business objectives and can provide reasonable, but not absolute, assurance against material
misstaternent or loss. The Audit Committee has reviewed the effectiveness of the key procedures, which have been established to provide internal controt.
It currently believes that the Group’s financial control procedures are adequate and that there are not any material weaknesses, As indicated last year, the
business has started a major process re-engineering exercise, and this and a number of internal audits have highlighted opportunities for improvements in
operational efficiency and controls. A number of these opportunities have already been addressed and work is in progress to further strengthen the senior
management team and address the outstanding issues. During the vear, significant investment was made in further strengthening the Audit and Risk
Assurance function to help ensure that the Board has visibility of the key risks and progress against plans to address them.

In accordance with the guidance for directors on internal controt (“The Turnbull Guidance™), the Board confirms that there is an ongoing process for
identifying, evaluating and managing the significant risks faced by the Group. These include those relating to social, environmental and ethical matters. This
process was in place throughout the year under review and up to the date of approval of the Annual Report and Accounts. The process will be regularly
reviewed by the Audit Committee which reports its findings for consideration by the Board, and is in accordance with The Turnbull Guidance.

The key procedures operating within the Group are as follows;

Risk assessment

The Group's business objectives are incorporated into the annual budgeting and planning cycle. Progress towards the achievement of such objectives is
monitored by a variety of financial measures and non-financial performance indicators.

The Audit Committee has delegated responsibility for censidering operational, financial, compliance and other risks.

The Risk Committee meets formally on a six-monthly basis to re-evaluate risk and to consider the work of the Internal Audit and Risk Assurance team. The
Director of Audit and Risk Assurance attends these mestings.
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Internal control continued

Control environment and control activities
The Group consists of a number of business units, each with its own management structure which forms part of the overall management structure of the
Group. The senior executives of these units report to the executive directors.

The Group has established procedures for the delegation of authorities for matters that are considered significant, either because of their value or the
impact on the Group, to ensure that approval is considered at an appropriate level.

The Group’s trading units operate within a framework of policies and procedures which are either already laid down or are being established in organisation
or authority manuals. Pclicies and procedures cover key issues such as autherisation levels, compliance with legislation and physical security.

The Group has implemented various strategies to deal with the risk factors that have been identified. Such strategies include a framework of internal control
and the use of third party services to assist in monitoring specific issues. In addition, other approaches are taken, such as insurance and the use of
treasury instruments to hedge specific foreign currency exposures.

Information and communication

The Group has a comprehensive system of budgetary control, focused on monthly performance reperting which is at an appropriately detailed level. A
summary of results supported by commentary and performance measures is provided to the Board each month. The performance measures are subject to
review to ensure that they provide relevant and reliable indications of business performance.

A summary of the key business risks and relevant control measures is submitted by the executive directors to the Audit Committee at the end of the
financial year. The Audit Committee meets with both external and internal auditors, and can do so without the presence of executive directors, if it so
chooses.

Monitoring

A range of procedures is used to monitor the effective application of internal control within the Group. These include management review, management
confirmations of compliance with standards and procedures as well as internal audit and other specialist reviews. The Internal Audit department is
responsible for reporting to the Audit Committee on the effectiveness of internal control systems.

Compliance with the Code Provisions
Unless otherwise stated above, the Company has complied with the provisions of the Code throughout the accounting period uncler review with the
following further exceptions:

m The Code states that directors’ notice or contract termination periods should be set at one year or less. Ms Bravo's service agreement dated 28 May
2002 was amended in June 2004, which had the effect of extending its initial fixed period by a year to 30 June 20086. This fixed period has not been
further extended. The Report on directors’ remuneration and related matters sets out further details of Ms Bravo’s service agreement.

B As explained in previous years, at the time of the IPO, Burberry adopted various share incentive schemes which are not compliaint with the Code in
certain respects. In particular, there are no performance conditions attached to the vesting of options and granting of awards under these schemes. As
reported last year, the Company has ceased granting awards under these schemes unless it had a prior contractual commitment and does not intend to
make any further awards under these schemes.
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The Board presents its Report on Directors’ Remuneration and refated matters including details of Total Shareholder Return, Remuneration Policy and
Directors’ Remuneration. The Remuneration Committee has determined that during 2006/07 it will undertake a comprehensive review of executive
directors’ remuneration, including short-term and long-term incentive arrangements. The Company will consult with major shareholders on any proposals,
and proposals that require shareholder consent will be submitted for approval at the 2007 AGM.

Remuneration Committee

The Remuneration Committee is chaired by Guy Peyrelongue and its other members during the year were Philip Bowman, John Peace and Caroline
Marland (until her resignation from the Board on 31 January 2006). Stephanie George was appointed a member of the Committee on 19 May 2006.

The Remuneration Committee decides both the level and structure of executive directors’ pay and monitors senior management pay. The remuneration of
the Chairman and non-executive directors is a matter for the Board as a whole. The Committee meets at least twice a year and holds additional mestings
as necessary. During the year under review, the Committee held four meetings which were fully attended with the exception that Guy Peyrelongue and
Caroline Marland were each unable to attend one meeting.

To assist in making its decisions, the Remuneration Committee has appointed external advisers. For the year to 31 March 2008, the Committee’s principal
remuneration advisers were Kepler Associates. Kepler does not provide other services to the Company. Supplementary analysis was carried out for the
Committee by Mercer Human Resource Consulting. Mercer Human Resource Consulting also advised Burberry on salary benchmarking, pensions, and on
the employee-related issues arising from the Group’s demerger from GUS plc (*GUS").

Save as described below, the constitution and operation of the Remuneration Committee are in compliance with the principles of good governance and
Code of Best Practice, as set out in the Listing Rules of the UK Listing Authority.

The Combined Code on Corporate Governance published by the Financial Reporting Council in July 2003 (“the Code”) states that the Remuneration
Committee should consist only of independent non-executive directors. John Peace was appointed as a member of the Remuneration Committee
pursuant to the Relationship Agreement with GUS and, until the Company's demerger from GUS, was not considered to be independent

for the purposes of the Code. As stated in last year's Annual Report, the Company considers John Peace’s presence on the Committee prior to the
demerger as being in shareholders’ interests overall given that GUS was the beneficial owner of approximately 65% of the Company’s Ordinary Shares
until December 2005.

The Relationship Agreement was terminated on completion of the demerger from GUS in December 2005. As set out in the Corporate Governance report,
John Peace is now considered by the Board to be independent for the purposes of the Code following the demerger.

To date, the Chairman’s remuneration has been a matter reserved for the Board as a whole (excluding the Chairman). Since the IPO there has been no
change in the Chairman’s remuneration and, following the demerger, the Company intends to revisw whether this matter should be for the Remuneration
Committee as part of a broader review of the terms of reference of the Company’s main Board Committees.

Remuneration Policy

The Committee believes Burberry's remuneration should be competitive and strongly linked to performance. Therefore it has a remuneration policy based
on the following two principles.

First, in order to attract, motivate and retain exceptional talent to enable Burberry to compeste effectively with the world's leading luxury brands, the
Committee bases the guantum of total remuneration on competitive practice. For some roles Burberry competes for talent in the same global marketplace
as other luxury brands, many of which are based in the US. Total remuneration for executive directors and other senior executives is benchmarked against
main global competitors and UK companies of comparable size. The Committee recognises that for each executive the relative importance of each of these
benchmarks may be different. Benefits are based on competitive market practice for each executive, having regard to individual circumstances.

The second principle is to emphasise variable pay in order to establish a clear link between pay and performance, and to align pay more closely with
shareholders’ interests. To provide a balanced focus between short and long-term business objectives, variable pay for executive directors includes an
annual cash bonus based on growth in profit before tax and individual performance and long-term share-based incentives linked primarily to increases in
shareholder value and to continued employment over 3 to 5 years.

Remuneration packages are established and regularly reviewed against the agreed policy to ensure that they meet the policy principles. When seeking to
attract new executives the Committee endeavours to incorporate these policy objectives into the remuneration package.
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Performance graph

The following graph shows the Total Shareholder Return (“TSR”) for Burberry Group plc compared to the companies in the FTSE 100 Index assuming £100
was invested on 12 July 2002, the date of the IPO. The FTSE 100 Index has been selected because Burberry's market capitalisation is close to that of
companies at the lower end of the FTSE 100 Index.
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Elements of Remuneration
Remuneration is structured such that performance-related elements represent more than half of total remuneration.

Burberry implements its remuneration policy through the provision of the following elements of remuneration.

Base salary

The Company aims to provide salaries which are competitive with those of comparable roles at companies of similar size and global reach within the fuxury
goods sector (including those in North America and those which are privately-owned) and UK companies of similar size. These coripanies are
representative of Burberry's competitors for executive talent. When making salary determinations the Remuneration Committee takes into account not only
this competitive information but alsc each executive director’s contribution 2o the business during the year. On recruitment, the Cornmittee also considers
the executive’s current remuneration and the overall package required to attract the relevant executive.

Annual bonus

Each year the Remuneration Committee sets bonus targets by reference to internal and external expectations. Bonuses are currently based on profit
growth and individual performance. The Committee believes that linking incentives to profit growth helps to reinforce the Company’s profitability and growth
objectives. Targets are calibrated by Kepler Associates using benchmarks that include broker earnings estimates for Burberry, earnings estimates for
competitors, straight-line profit growth consistent with median/upper quartile shareholder returns, latest projections for the current year, budget, strategic
plan, long-term financial goals, etc. Actual bonus awards are subject to the discretion of the Remuneration Committee. Executive Directors are eligible for a
maximum bonus of 100% of base salary {up to 150% for Ms. Ahrendts). Target bonus is 50% of maximum.

The Burberry Co-investment plan

Burberry encourages executive directors and other senior executives to hold shares in the Company. To facilitate this, executive directors may defer receipt
of their annual bonus and invest it in Burberry shares, with up to a 2:1 match based on individual and Company performance during the year. Matching
shares are forfeited if the executive leaves within 3 years.

The Burberry 2004 Senior Executive Restricted Share Plan (“the 2004 RSF”)

The 2004 RSP was approved by shareholders at the 2004 Annual General Meeting. Under this plan, executives may be awarded shares up to a maximum
value of 1x base salary (Up to 2x in exceptional circumstances). The vesting of RSP shares is based 50% on Burberry’s 3-year Total Shareholder Return
(“TSR") relative to peers and 50% on 3-year growth in Profit Before Tax (“PBT"). Awards vest in full only if Burberry achieves at least upper quartile TSR
relative to its global peers and at least 15% per annum profit growth, and the executive remains in employment with Burberry for et least 5 years. A
proportion of an award {12.5%) may vest if TSR performance exceeds the median of the peer group or if PBT growth exceeds 5% per annum over 3 years.
Of the shares which meet the performance criteria, 50% vest after three years. The remaining 50% vest in two egual tranches on the fourth and fifth
anniversaries of the award date.

The Committee chose TSR relative to a group of Burberry's global peers because it felt that this is an objective measure of the Company’s success and
aligns with shareholder interests. Growth in PBT was chosen as it continues to be the primary measure used by management anc the Committee believes
strong profit growth is key to delivering superior shareholder returns.

The TSR peer group for the 2004 and 2005 awards comprised: Barneys New York, Bulgari, Christian Dior, Coach, Compagnie Firanciere Richemont,
Hermes, Hugo Boss, IT Holding, LVMH Louis Vuitton Moét Hennessey, Movado, Neiman-Marcus, Pinault-Printemps-Redoute, Polo Ralph Lauren, Saks,
Swatch, Tiffany, Tod’s, Tommy Hilfiger and Waterford Wedgwood.

Following recent corporate activity, Barneys New York, Neiman-Marcus and Tommy Hilfiger cease to be listed. For future cycles, the following companies
will be added te the peer group: Estée Lauder, Fossil, Liz Claiborne and Nordstrom.
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IPO plans

A number of share-based incentives were put in place at the time of the IPO. Some of these plans continue to have some awards outstanding even though

no grants have been made to Directors since IPO other than in exceptional circumstances. Details of these plans are set out on pages 37 and 38.

All employee share-based plans
In order to encourage broad ownership of Burberry shares the Company offers two share-based plans to all of its employees;

A Share Incentive Plan (the “SIP"). Adopted at the time of the IPO, this plan awards free shares to all Burberry employees on achieverment of strong
business results, as determined by the Remuneration Committee.

B A Save As You Earn plan (“SAYE"). This will be implemented in 2006/7. This allows employees to invest a portion of their salary into Burberry shares
which can be purchased after 3 years at a 20% discount to the market price when the employee joins the plan.

Benefits
Benefits for executive directors include a company car, allowances, private medical insurance and legal expenses.

Directors’ Remuneration
The remuneration of the directors of Burberry Group pic in the period 1 April 2004 to 31 March 2006 is detailed below.

Executive Director Remuneration
Aggregate emoluments by director

Allowances Total of
paid in salary and
Salary cash allowances Bonus Bengefits Aggregate emoluments

Rose Marie Bravo $'000 $'000 $°000 $'000 $'000 $'000 £'000
Year to 31 March 2006 1,720 1,030 2,750 430 124 3,304 1,857
Year to 31 March 2005 1,646 717 2,363 1,317@ 153 3,833 2,074
Stacey Cartwright @ £'000 £'000 £'000 £'000 £'000 2000
Year to 31 March 2006 381 103 484 95 9 n/a 588
Year to 31 March 2005 350 72 422 2802 4 n/a 706
Brian Blake @ $'000 $'000 $'000 $°000 $'000 $'000 £'000
Year to 31 March 2006 638 293 831 0 10 941 528
Year to 31 March 2005 663 316 979 5302 9 1,518 821
Angela Ahrendts £'000 £000 £'000 £'000 £'000 £°000
Year to 31 March 2008 173 82 255 5706 184(6) n/a 1,009
Total £'000 £'000 £'000 £'000 £000 £'000
Year to 31 March 2006 1,879 928 2,807 807 268 n/a 3,982
Year to 31 March 2005 1,702 669 2,371 1,279 101 n/a 3,751

(1) Includes housing and trave! allowances and cash payments in lieu of the dividends payable on restricted shares held by Rose Marie Bravo under the [PO Restricted Share Plan.
(2) Under the terms of the Co-investment Pian, directors may defer some or all of their after-tax bonus to purchase shares in Burberry Group plc.
(3) Allowances for Stacey Cartwright include the cash equivalent of a company car.
{4) Emoluments for Brian Blake are based on the period from 1 April 2005 to 31 December 2005, Alowances included the cash equivalent of a company car and a housing aftowance.
{5) Includes sign-on and part compensation for awards forfeited at previous employer.
(6) Principally comprises relocation expenses from the US to the UK.
(7) Figures disclosed inctude amounts relating to a former director of the Company (£150,000).

The GBP/USD exchange rate used in the calculations is 1.78 (2005: 1.848}).
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Directors’ Pension Entitlements
Rose Marie Bravo

US pension scheme
Pension contributions are made to a 401(k) scheme operated by Burberry in the US. The cost of providing this for Ms Bravo was $18,500 (£10,393) in the
year to 31 March 2006 (2005: $16,500 (£8,928)).

in the year to 31 March 2002 it was agreed to set up a Supplemental Executive Retirement Plan for Ms Bravo. This Plan is an unfurided arrangement into
which notional contributions are paid. Interest is earned on the Plan at the same rate as the guaranteed interest fund for the US 401(k) schems. Details
of the pension benefits earned by Ms Bravo under her Supplemental Executive Retirement Plan during the year to 31 March 2006 are set out in the

table below.

Accrued benefit Transfer value of accrued benefit
Transfer
value of
As at Increase Transferred Asat  increase As at Change Transferred As at
31 March Gross net of during 31 March inaccrued 31 March during during 31 March
2005  Increase inflation  the Year 2008 benefit 2005  the Year  the Year 2006
Total ($000) 1,838 696 631 - 2,534 896 1,838 696 - 2,534
Total (£000) 1,033 391 354 - 1,424 391 1,033 391 - 1,424

Note: calculations assume US annual inflation rate of 3.54%. The GBP/USD exchange rate used in the calculations is 1.78

Angela Ahrendts

The Group makes an annual contribution equal to 30% of Ms Ahrendts’ base salary to the Burberry Defined Contribution Pension Plan. For the year to 31
March 2008, the value of the Group’s contribution was £51,871.

Stacey Cartwright

The Group makes an annual contribution equal to 20% of Ms Cartwright’s base salary to her personal pension plan. To the extent this exceeds Inland
Revenue limits the excess is paid as a cash supplement. For the year to 31 March 20086, the value of the excess amount was £55,130 (2005: £48,600).The
contribution paid into her personal pension plan was £21,120 in the year to 31 March 2006 (2005: £20,400).

Brian Blake

Mr Blake received a pension allowance of 20% of base salary. For the ysar to 31 March 20086, the amount of the allowance was $127,500
(2005: $132,500).

Interests in the Burberry Co-Investment Plan

For the year ended 31 March 2005, Rose Marie Bravo, Stacey Cartwright and Brian Blake chose to defer and invest the whole of their bonus after the
deduction of tax into Burberry shares via the Bonus Co-Investment Plan. The Iinvested shares are included in the table below and in the table of directors’
interests appearing on page 39. The related matching share awards under these arrangements are also shown in the table below. The matching share
awards do not vest for three years, and the right to any matching shares is forfeited if a director resigns before the vesting date.

The interests of the executive directors, who served during the financial yeer, in shares granted under this scheme as at 31 March 2006 were as follows.

Number of Invested shares Number of Matching shares®
Purchased Sold As at Awarded Lapsed As at
during the during the 31 March during the during the 31 March
Year Year 2006 Year Year 2006 Vesting date
Rose Marie Bravo 102,683 - 102,633 282,571 - 282,571 21/07/2008
Brian Blake 41,332 (41,332 - 113,741 (113,741} - n/a
Stacey Cartwright 38,295 - 38,295 104,580 - 104,580 21/07/2008

(1) The matching share awards are made on a gross basis and are taxed at the point of vesting. The market value of these awards at the date of grant
(21 July 2005) was 428.4p per share.
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Interests in the 2004 RSP

The interests of the executive directors in Ordinary Shares subject to awards under this plan as at 31 March 2006 were as follows.

Number of Ordinary Shares

As at Granted As at
31 March during the 31 March Exercise

2005 year 2006 price Vesting date Expiry date
Stacey Cartwright 46,296 - 46,296 nil 02/08/2007 02/08/2014
23,148 - 23,148 nil 02/08/2008 02/08/2014
23,148 - 23,148 nil 02/08/2009 02/08/2014
- 66,568 66,568 nil 21/07/2008 21/07/2015
- 33,2840 33,284 nil 21/07/2009 21/07/2015
- 33,2844 33,284 nil 21/07/2010 21/07/2015
Brian Blake - 57,7982 - nil 21/07/2008 n/a
- 28,8091 @ - nil 21/Q7/2009 n/a
- 28,899 @ - nil 21/07/2010 n/a

(1) The Market value of these awards at the date of grant was 422.5p per share.
(2) Granted and lapsed during the year to 31 March 2006.

On 31 January 2006, Angela Ahrendts was granted an award over 508,474 Ordinary Shares. The rules applicable to the award are the same as for the
2004 RSP other than in respect of the time of vesting.

The interests of Angela Ahrendits in shares subject to this award as at 31 March 2006 were as follows.

Number of Ordinary Shares

As at Granted Asat
31 March during the 31 March Exercise
2005 year 2006 price Vesting date Expiry date
Angela Ahrendts - 254,237 254,237 nil 1/12/2008 31/01/2016
- 127,118M 127,118 nil 1/12/2009 31/01/2016
- 127,1190 127,119 nil 1/12/2010 31/01/2016

(1) The Market value of these awards at the date of grant was 433.75p per share,
Performance conditions under the 2004 RSP are based 50% on PBT and 50% on TSR,

Interests in The Burberry Group plc Share Incentive Plan (“the SIP”)

On 20 August 2004, all qualifying employees based in the UK were awarded shares under the SIP. The interests of the executive directors in shares under
this scheme as at 31 March 2008 were as follows.

Number of Ordinary Shares

As at Granted As at
31 March during the 31 March Exercise
2005 year 2006 price Vesting date Expiry date
Stacey Cartwright 800 - 800 nil 20/08/2007 (1)

(1) No date has been specified when awards lapse. The cessation date of the trust in which the awards are held is 18 July 2082.

Market Price of the Company’s Ordinary Shares

Details of the market price of the Company’s Ordinary Shares are shown in the table below.

Year to 31 March 2008 2005
At the year end 464p 408p
Highest price during the year 475p 418p
Lowest price during the year 358p 344p

(Offer price at IPO: 230p)
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Service Agreements

Attracting the best talent in the global luxury goods business can require fixed term contracts and/or termination provisions which result in termination
payments in excess of one year’s remuneration, for example a fixed term of up to five years or a notice period in excess of 12 months. Burberry does not
offer such terms unless the Remuneration Committee considers it absclutely necessary in the particular circumstances to attract a righly talented individual
and even in these circumstances will ensure that after an initial period termination payments will not exceed one year’s remuneration. Save for the service
contract of Ms Ahrendts, there are no service contracts for any director which could result in termination payments of moere than one year’s remuneration.

Rose Marie Bravo
Ms Bravo was employed by Burberry as Chief Executive under a service agreement dated 28 May 2002 which was amended in June 2004 and October 2005.

The 2005 amendment addressed Ms Bravo ceasing to be the Chief Executive on 30 June 2006 and becoming Vice Chairman on a part time basis. As her
role of Chief Executive ends on 30 June 2006 all unvested shares under the IPO Restricted Share Plan will vest consistent with the terms of her service
agreement, In respect of her new position as Vice Chairman, Ms Bravo will be paid an annual salary of US$650,000 for a minimum of 12 days' work a
month. Her maximum bonus entitlement remains 100% of annual salary. Benefits will continue to be paid to Ms Bravo as provided for under her current
service agreement. However all allowances will cease from 31 December 2006.

If Ms Bravo’s service agreement is terminated without cause or as a result ¢f a change of control she would be entitled to 12 months’ salary and half her
maximum bonus entitlement. if any person acquires control of Burberry, including by acquiring 25% or more of the voting rights in Burberry, Ms Bravo can
terminate her employment and such termination would be deemed to be by Burberry without cause. If payments due to Ms Bravo are deemed of a level
that would subject her to US federal excise tax under Section 280G (b} (2) of the US Internal Revenue Code 1986, Burberry Limitec (US) would pay

Ms Bravo an additional amount so that she will be in the same net after-tax position had the excise tax not been applied.

Angela Ahrendts

Ms Ahrendts relocated from the US to the UK and commenced her employment with Burberry as an Executive Director on 9 January 2006 under a service
agreement dated 10 October 2005. Under the terms of that agreement, Ms Ahrendts will assume the position of Chief Executive Officer on 1 July 2006. Ms
Ahrendts may terminate the service agreerment on six months’ notice, such notice not expiring earlier than January 2007.

Ms Ahrendts receives an annual salary of US$1.3m, a pension allowance of 30% of annual salary and an annual overseas allowance in respect of
accommodation, travel and school fees etc of £343,972 for a period of no longer than five years. Ms Ahrendts will be gligible to receive an annual bonus
not exceeding 150% of annual salary which will commence in respect of the Group’s performance in the financial year ending 31 March 2007.

Under the service agreement:

= The Company has agreed to pay Ms Ahrendts a special recruitment and retention bonus of US$4m payable in four tranches, the first of which was paid
on 9 January 2008. The remaining payments wilf be made on 9 October 2008, 9 July 2007 and @ January 2008;

8 Ms Ahrendts is eligible for a personal achievement bonus subject to achievement of objectives set by the Remuneration Committee of up to
US$4m - payable as follows: US$1.75m on 31 December 2006, US$1.5m on 31 December 2007 and US$750,000 on 31 December 2008;

B Ms Ahrendts was granted a restricted share award as stated on page 34.

if Ms Ahrendts' service agreement is terminated without cause before January 2008, she would be entitled to two times her annua’ salary and two times
her maximum annual bonus opportunity and the balance of her recruitment and personal achievement bonus. Her share incentives will vest on a time
pro-rated basis subject to a minimum vesting of 50% in respect of her restricted shares. She will also receive her pension and overseas allowances for
a further 12 months together with relocation expenses.

After January 2008 if Burberry terminates the agreement without cause but in circumstances where the Remuneration Committee determines that

Ms Ahrendts’ performance or that of the Group does not meet the financial expectations of the Board or shareholders, her entitiements in respect of salary
and bonus will be reduced so that she will receive 12 months' salary and half of her maximum bonus opportunity. However if Burberry terminates the
service agreement after January 2008 in circumstances where there is not poor performance as described above, then the termination payments will
remain as provided for in the paragraph above, save that the entittements in respect of salary and bonus would decline to 12 months’ salary and 12
months' maximum bonus opportunity over the period from January 2009 to January 2010.

If any person acquires control of Burberry before 9 January 2008, Ms Ahrendts can terminate her employment on 30 days’ notice but her entitlement will
be determined on the basis of poor performance as set out in the paragraph above.

Stacey Cartwright

Stacey Cartwright is employed by Burberry as Chief Financial Officer under a service agreement dated 17 November 2003. Her term of appointment
commenced on 1 March 2004.

Burberry may terminate Ms Cartwright’s appointment by giving 12 months’ written notice. Ms Cartwright may terminate her employment by giving six
months’ written notice.

Brian Blake

Mr Blake resigned as a director of the Company with effect from 14 Novernber 2005, Mr Blake was employed as Group President and Chief Operating
Cfficer by Burberry Limited (US) under a service agreement effective from 1 June 2004,
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External appointments

The Company recognises that executive directors may be invited to become non-executive directors of other companies and that such appointments can
broaden their knowledge and experience, to the benefit of the Company. Ms Bravo served as a non-executive director of Tiffany & Co. and The Estée
Lauder Companies Inc. during the year, and received the following remuneration.

Tiffany & Co. $63,000 and 10,000 options
The Estée Lauder Companies Inc. $78,000 in cash, 7.15 stock units (with dividend entitlement) and 7,216 share options

Non-Executive Director Remuneration

John Peace, Group Chief Executive of GUS, was appointed to the Board of the Company on 7 June 2002 as Non-executive Chairman. David Tyler, Group
Finance Director of GUS, was formally appointed as a non-executive director of the Company on 7 June 2002 having been a director since late 1997.

Guy Peyrelongue and Philip Bowman were each appointed as non-executive directors of the Company on 21 June 2002. Caroline Marland served as a non-
executive director of the Company from 21 January 2003 to 31 January 2008. Stephanie George was appointed as a non-executive director on 31 March 2006.

Non-executive directors are appointed for an initial three-year term after which they may continue to serve for a maximum period of six years, subject 10 six
months' notice by either party.

Fees for non-executive directors are determined by the full board having regard to market practice. For the period ending 30 June 2005, each non-
executive director was paid a base fee of £40,000 with additional fees of £7,500 each being paid to the Chairman of the Remuneration and Audit
Committees. With effect from 1 July 2005, the base fee was increased to £45,000 per annum and Committee Chairmanship fees to £8,000 and £10,000
per annum for the Remuneration and Audit Committees respectively. This was the first such increase since the Company's IPO in July 2002.

As part of the shareholding guidelines of the Company, non-executive directors are expected to acquire a minimum of £6,000 worth of shares for each year
of their appointment. The shares must be held for the longer of three years from date of purchase and the duration of a director’'s term on the Board.

Non-executive director fees

Fees

2006 2005

£'000 £'000
John Peace* 100 100
Philip Bowman 53 48
Guy Peyrelongue 52 48
Caroline Marland** 36 40
David Tyler 44 40
Stephanie George - -
Total 285 276

The fees for John Peace (Chairman) and David Tyler are paid to GUS plc.
" 2008 emolurments based on the period from 1 April 2005 to 31 January 2006
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IPO PLANS

The Burberry IPO Restricted Share Plan and IPO Share Option Scheme

On 11 July 2002 awards were made to executive directors serving at the time under the IPO Restricted Share Plan (*IPC RSP”) and IPO Share Opticn
Scheme (IPO Option Scheme”) in respect of services provided prior to the IPO. The primary purpose of these one-off awards was to retain senior
executives, before and following the IPO. The plans were described in detail in the PO documentation and subsequent annual reports. The interests of the
executive directors of Burberry Group plc, who served during the financial year, in shares subject to these awards as at 31 March 2006 were as follows.

PO Restricted shares

As at Lapsed during Vested during

As at

31 March 2005 the year the year 31 March 2006 Vesting date
Rose Marie Bravo 1,500,000 - (1,500,000)* - 11/07/2005
1,250,000 - - 1,250,000 1/07/2006
1,250,000 - 1,250,000 1/07/2006
*Ms Bravo's 1,500,000 Restricted shares were sold at a price of 421p per share on 18 July 2005.
Ms Bravo's 1,000,000 Restricted shares vested at a price of 378.5p on 29 July 2004.
The market value of these awards at the date of grant was 230p per share.
IPO Restricted shares
Exercised
As at  Lapsed during during As at
31 March 2005 the year the year 31 March 2006 Exercise price Vesting date Expiry date
Rose Marie Bravo 833,334 - (833,334) - 230p 11/07/2005 n/a

The market price when Ms Bravo exercised her options was 421p on 18 July 2005.

On 2 August 2004 Brian Blake was granted a nil-cost option over 231,640 Ordinary Shares on the same terms as those granted under the Burberry Senior

Executive IPO Restricted Share Plan except that such option had to be satisfied by market-purchased shares.
The interests of Brian Blake in shares subject to this award as at 31 March 2006 were as follows:

Number of Ordinary Shares awarded

As at Lapsed during As at
31 March 2005 the year 31 March 2006 Exercise price Vesting date Expiry date
Brian Blake 115,820 (115,820) - nil 02/08/2007 n/a
57,910 (67,910) - nil 02/08/2008 n/a
57,910 (57,910) - nil 02/08/2009 n/a

The market value of these awards at the date of grant was 378p per share.
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The Burberry Group plc Executive Share Option Scheme 2002

During the year to 31 March 2006 Rose Marie Bravo was granted options under this scheme which was adopted at the time of the IPO and detailed in the
IPO documentation. This grant was made in accordance with the term of her service agreement entered into prior to the IPO. The interests of the executive
directors, who served during the financial year, in options granted under this scheme as at 31 March 2006 were as follows.

Number of Ordinary Shares under option

Granted/ Exercised

As at (Lapsed) during As at
31 March 2005 during the year the year 31 March 2006 Exercise price Vesting date Expiry date
Rose Marie Bravo 277,778 - (277,778) - 258p 12/06/2005 n/a
277,777 - - 277,777 258p 12/06/2006 12/06/2013
277,778 - - 277,778 378p 02/08/2005 02/08/2014
277,778 - - 277,778 378p 02/08/2006 02/08/2014
277,777 - - 277,777 378p 02/08/2007 02/08/2014
- 277,778 - 277,778 423p 21/07/2006 21/07/2015
- 277,778 - 277,778 423p 21/07/2007 21/07/2015
- 277,777 - 277,777 423p 21/07/2008 21/07/2015
Stacey Cartwright 61,729 - - 61,729 378p 02/08/2005 02/08/2014
61,729 - - 61,729 378p 02/08/2008 02/08/2014
61,727 - - 61,727 378p 02/08/2007 02/08/2014
Brian Blake 77,214 - (77.214) - 378p 02/08/2005 n/a
77,214 (77,214) - - 378p 02/08/2006 n/a
77,212 (77,212) - - 378p 02/08/2007 n/a

The market price when Rose Marie Bravo exercised her options on 18 July 2005 was 421p.
The market price when Brian Blake exercised his options on 20 December 2005 was 411p.

GUS share option schemes

Notwithstanding the Company's demerger from GUS in December 2005, details of directors’ participation in GUS employee share schemes and interests in
GUS shares during the year under review are disclosed below for completeness. Such details will not be included in future Remuneration Reports.

Prior to Burberry’s IPO, Ms Bravo participated in the share option plan of GUS. Ms Bravo's interests in GUS share options held under the GUS 1998
Approved and Non-Approved Executive Share Option schemes as at 31 March 2006 were as follows:

Number of Ordinary Shares under option

Exercised
As at Lapsed during during As at
31 March 2005 the year the year 31 March 2006 Exercise price Vesting date Expiry date
Rose Marie Bravo 56,747 - - 56,747 812.7p 11/06/2004 12/06/2006

The options may be exercised if GUS’ adjusted earnings per share over a period of three consecutive financial years have increased by an average of at
least 4% per annum more than the growth in the Retail Prices Index. This performance condition was achieved.

The market price of GUS shares during the period is shown in the table below:

Year to 31 March 2006 2005
At the year end 1085p 912p
Highest price during the year 1128p 989p
Lowest price during the year 827p 740p

The Company’s Register of Directors’ Interests contains full detalls of directors’ shareholdings and options.
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Gains made by directors on share options and awards

The table below shows gains made by individual directors from the exercise of Burberry share options, together with the gain from the exercise of IPO RSP
awards, during the year to 31 March 2006. The gains are calculated as at the exercise date.

Year to

31 March 2006

£'000

Rose Marie Bravo 8,359
Brian Blake 25
Total gains on share options and awards 8,384

Gains made by John Peace and David Tyler, in the year to 31 March 2006, on the exercise of options to acquire, and awards over, ordinary shares of GUS
are disclosed in the Annual Report of that company.

Directors’ interests

The beneficial interests of the directors of the Company in the Ordinary Shares of Burberry Group plc (in addition to interests in options and share awards)
are shown below:

Holding of Holding of Holding of
Ordinary Shares Ordinary Shares Restricted Shares
as at 31 March 2006™ as at 31 March 2005 as at 31 March 2006

Rose Marie Bravo 155,762 50,000 2,782,571
Angela Ahrendts - - 508,474
Stacey Cartwright 48,295+ 10,000 330,308
John Peace 155,738 50,000 -
Philip Bowman 35,000 20,000 -
Guy Peyrelongue 6,522 6,522 -

David Tyler 48,664 16,000 -
Stephanie George -

*

this includes, where appropriate, the Invested shares under the Burberry Co-Investment Plan.

™ this includes unvested Restricted shares granted under the 2004 RSP and the IPO RSP as well as unvested Matching shares under the Burberry Co-
Investment Plan.

*** this excludes 800 free shares granted under the SIP (see page 34 for further details). In addition, as at 31 March 20086, Stacey Cartwright had an

interest in one share of Swiss Fr 1,000 in Burberry (Suisse) S.A. held in order to comply with the provisions of the Articles of Association of that

company. The share capital of Burberry (Suisse} S.A. consists of 500 shares.

There are no non-beneficial interests.

As potential beneficiaries under the Burberry Group plc ESOP Trust (“the Trust”), Rose Marie Bravo, Angela Ahrendts and Stacey Cartwright are deemed to
have an interest in the Company’s Ordinary Shares held by the Trust. The Trust held 4,921,707 Ordinary Shares as at 31 March 2006.

There has been no change in the above interests between 31 March 2006 and 14 May 2006.

Given the Company’s demerger from GUS, details of directors’ interests in GUS shares during the ysar under review are provided for completeness. These
details will not be included in future Remuneration Reports.
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The beneficial interests of the directors in GUS shares are shown below:
Options to acquire ordinary

shares in GUS under the

Options to acquire Ordinary Shares in GUS GUS SAYE Share
Ordinary Shares in GUS under the GUS Share Option Scheme Option Scheme!®
Options
(lapsed)/ Options
As at 31 As at 31 As at 31 granted exercised As at 31 As at 31 As at 31
March 2005  March 2006  March 2005 during the year during the year  March 2006 March 2005 March 2006
Rose Marie Bravo 10,000 8,682 56,747 - - 56,747 - -
Angela Ahrendts - - - - - - - -
Stacey Cartwright - - - - - - - -
John Peace 294,154 434,1279 492,939 93,768 - 586,707 4,394 4,394
Philip Bowman 4,000 25,800 - - - - - -
Guy Peyrelongue - - - - - - - -
David Tyler 182,893@ 269,589@ 178,450 58,241 - 236,691 4,394 4,394

Stephanie George - -

(1) No options under the GUS SAYE Share Option Scheme have lapsed during the year.
{2) These holdings include the Invested shares awarded under the terms of the GUS Co-investment Plan referred to below.
(3) Holdings of Ordinary Shares in GUS as at 31 March 2006 reflect the adjustment to the numbers of GUS shares following the share consolidation as a

result of the Company’s demerger.

Ordinary shares under the GUS Performance Share Plan Matching shares under
the GUS Co-Investment Plan®
As at 31 Shares awarded Shares released As at 31 As at 31 As at 31
March 2005 during the year during the year March 2006 March 2005 March 2006
Rose Marie Bravo - - - - - -
Angela Ahrendts - - - - - -
Stacey Cartwright - - - - - -
John Peace 297,085 93,768 99,540 291,313 550,014 585,889

Philip Bowman - - -

Guy Peyrelongue - - - - - -
David Tyler 178,450 58,241 58,192 178,499 323,863 321,783

Stephanie George - - - - - -

* GUS ple directors, including John Peace and David Tyler, are given the opportunity to defer receipt of their annual bonus and have it invested in GUS
shares. Shares so purchased on behalf of these directors, applying the bonus reported in last year’'s GUS Annual Report, are included in the holdings of
GUS ordinary shares disclosed above. Matching shares under these arrangements are not released until the expiry of a three-year period and the right to
these shares is forfeited if a director resigns from GUS before then.

John Peace and David Tyler are, together with other employees of the GUS group, discretionary beneficiaries under the GUS pic ESOP Trust (“the Trust”)
and, as such, each director is deemed to be interested in the 10,463,212 ordinary shares in GUS held by the trustee of the Trust as at 31 March 2008.

There has been no change in the above interests between 31 March 2006 and 14 May 2006.

IFRS
Appropriate adjustments have been made, where relevant, to performance targets and tests under the Company’s incentive plans to ensure consistency of
measurement during the transition from UK GAAP to IFRS reporting.

Audit statement

In their audit opinion on page 97, PricewaterhouseCoopers LLP refer to their audit of the disclosures required by Part 3 of Schedule 7A to the Companies
Act 1985. These comprise the following disclosures in this remuneration report: the disclosures under the headings “Aggregate emoluments by director”
“Directors’ Pension Entitlements”, “Interests in the Burberry Co-Investment Plan”, “Interests in the 2004 RSP”, “Interests in The Burberry Group plc Share
Incentive Plan”, on pages 32 to 34; the disclosures under the heading “Non-Executive Director Remuneration” and “IPO plans” on pages 36 to 38.

Approved by the Board and signed on its behalf by:

i

Michael Mahony -
General Counsel and Secretary

24 May 2006
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CORPORATE SOCIAL RESPONSIBILITY

For Burberry, corporate social responsibility (“CSR”) involves considering those social, environmental and ethical issues that if manzged improperly could
pose a threat to the Group’s assets, reputation and the Burberry brand. Conversely, good management in these areas, for example the environment, has
been proven to have direct financial benefit.

Michael Mahony, the Company Secretary, is responsible for CSR matters and chairs the CSR committee which mests regularly. tn 2005 the CSR committee
met three times in crder to consider items under the following headings:

® Supply chain — maintaining acceptable labour, environmental and social practices in the Group’s supply chain.

8 Product quality - providing products of the appropriate quality commensurate with the Group's position as an international supplier of luxury goods,
including the responsible sourcing and marketing of products,

Customer service — serving customers, both retail and wholesale, to their complete satisfaction.

Health and safety — providing a healthy and safe environment for our employees, contractors and customers.

Working environment - providing a working environment that is conducive to the recruitment and retention of the widest possiblia range of talented staff,
and which is a safe and healthy place to work.

® Environment — improving the Group’s environmental performance to reduce environmental impact and tc increase operational efficiency.

® Community affairs — developing strong relationships in our chosen communities in support of our business objectives, by using the Group's unique assets
to benefit society.

New members of the CSR committee in 2005 include a dedicated CSR Manager, focused on ethical supply chain issues, the Director of Audit and Risk
Assurance and a Quality Assurance and Supply Operations Manager. The Group continues to draw support from a team of external CSR advisers.

Burberry is included in the FTSE4Good Indices.

The Supply Chain

Our approach

Good workplace standards, health and safety, fair pay and fair employment conditions together with care for the environment are all elements of a
successful and professionally run business. It is our responsibility to ensure that these expectations are also met in our supply chain, where both good and
poor performance has the ability to impact on Burberry's reputation. We are committed to working in partnership with our suppliers and licensees on these
issues, as by achieving these goals together we can make a measurable difference to working conditions in our supply chain.

Management
Operational responsibility for this area now rests with a new CSR manager, based in the UK whose remit is focused almost solely on supply chain issues.

Performance in this area is reported into the CSR committee and the relevant divisions.

2005/06 performance
In the past year we have refined the way that we approach this area.

® We have integrated our approach so that suppliers and licensee businesses are treated identically. Our assurance activity is based on a risk rating that
incorporates factors such as factory location, order value and product type.

m The Ethical Trading Policy has been strengthened to encompass the main principles of the United Nations Declaration of Human Rights and the
ILO Core Conventions.

m Ethical standards are being integrated into the quality management framework and the sales purchase order process which will be globally consistent.

m A dedicated Ethical Trading Committee has been established consisting of the CSR Manager, the Company Secretary, the Director of Audit and Risk
Assurance and the Quality Assurance and Supply Operations Manager.

m We have appointed initially on a trial basis, a third-party with a global remit for ethical supply chain auditing.
B Training materials are being developed for rolling out the new system to all relevant contacts and stakeholders.
B A newly reviewed corrective and preventative action record (CAPAR) system is being introduced.

Depending upon the non-compliance issues identified, non compliant manufacturers are either terminated or the non-compliances issues are worked
through using an action plan and are subject to regular review.
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CORPORATE SOCIAL RESPONSIBILITY continuen

In 2006/07 we intend to:

® Employ an additional CSR manager in the Far East, dedicated to working with our suppliers on ethical supply chain issues.
m Deliver substantive training both internally and externally in our key locations.

B | aunch an online resource for suppliers to stay up to date with standards and to self-assess.

& To continue working with our appointed auditing partners to improve conditions in high risk areas utilising the new CAPAR system.

Health and Safety

Our approach

Burberry regards its responsibilities for the health and safety of its employees, workplaces, showrooms and sales areas, in the UK and worldwide, as being
of utmost importance. Staff receive training and instruction in safe working practices, and managers, supervisors and others are provided with appropriate
training in their specific responsibilities for health and safety. We conduct workplace risk assessments and encourage the active involvement of
representatives from our workforce through joint inspections and, where appropriate, safety committees.

The health and safety standards we apply are audited annually by external advisers who provide us with detailed reports and recommendations. This
process is reviewed by our Risk and Audit Committee and the response of individual sites carefully monitored.

We engage health and safety advisers to support our business and we employ a Health and Safety manager.

Management

In the UK each part of the business is required to produce and implement health and safety action plans and our Group Health and Safety Commitiee,
which is led by our CFO, meets regularly to review health and safety performance. In the US, Health and Safety is directed by the Human Resources and
Loss Prevention departments.

The UK and the US have separate incident and accident reporting systems, the former being based on RIDDOR and the latter on insurance reports. Data
from both of these regions is considered by the Group Health and Safety Committee. All other regions are obliged to make sure that they comply with

relevant local laws and our UK Health and Safety manual is cited as the basls for developing systems and processes.

2005/06 Performance

® In the UK we audited all of our manufacturing sites as we do every year. Other sites were also audited as part of a three year rotating schedule.
® The audits have shown continual improvement in our Health and Safety performance at our manufacturing sites.
B We tested our UK auditing methodology on a European retail site.

® We delivered six training courses on health and safety in the UK to 105 attendees. These included Risk Assessment, Permit to Work, COSHH, IOSH
Managing Safely, Manual Handling Assessor, Practical Manual Handling and Display Screen Equipment use.

In 2006/07 we intend to:
m Extend the UK auditing approach to other European retail sites.
m Roll out 2 new global Health & Safety audit programme.

B Work with US insurers to further customise our Health & Safety programme in this region.

The Environment

Our approach
Burberry respects the environment and the local communities within which it does business. As far as possible we will minimise our environmental impact.

It s the responsibility of the Burberry Environment Committee to ensure this occurs.

Management

Environmental management is conducted through a netwark of regional operational representatives and co-ordinated by the Environment Committee that
meets in the UK on a quarterly basis. Overall responsibility rests with the Company Secretary with the UK Operations Director having day-to-day
responsibility for environmental matters.
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CORPORATE SOCIAL RESPONSIBILITY continuep

Following the successful inclusion of the Spanish operations into the global environmental management system (EMS) in 2004, Burberry has extended this
system to include its activities in the US, a region in which the business has both a wholesale and a retail presence. This means that US energy and waste
figures will be reviewed in line with those of the UK and Spain and that improvement targets apply equally across all of these regions.

2005/06 Performance

u We diverted 46% more freight from air to sea than in 2004.
m We commissioned four third-party environmental reviews on wholesale sites, two in the UK and two in the US.

® We held staff environmental awarenass days at two of our UK manufacturing sites. We also made improvements in packaging reuse at our UK
distribution centre.

u Our retail stores continued to reduce their energy consumption and retail staff are now appraised on their environmental performance.
B Most of our stores in the US now have air-economiser systems installed.

In 2006/07 we intend to:

® Perform environmental reviews of our operations in China and Korea;
m Extend our EMS to cover our activities in the Far East;

®m Carry out further staff awareness initiatives.

Community Affairs

Our approach
Burberry undertakes charitable giving globally and regionally in line with policy objectives. We support activity in the following four areas: education, with
emphasis on fashion and textile design programmes; medical research and awareness programmes; humanitarian issues; and the arts.

Our style of giving is both direct — in the form of monetary donations or gifts in kind, and indirect ~ whereby giving is facilitated through customer
cr staff events.

Management
Global initiatives are managed by Corporate Marketing; regional initiatives are organised regionally and at store manager level and reported to Corporate

Marketing.

2005/06 Performance
Direct donations included:

m Fashion and textiles education — Texprint, and Central St Martins College of Art and Design.

m Medical research — The Samantha Dickson Trust and the National Osteoporosis Society.

m Humanitarian issues — The American Red Cross and the ‘Happy House’ charity (a Karean charity providing food for children in orphanages).
B The Arts — The American Ballet Theatre Foundation and L'cfficina del Bene (an ltalian arts trust which produces theatre events for charity).

Fund raising included:

m Medical research -~ Sales of a specially designed pink trench coat and scarf raised money for a number of breast cancer charities including Breakthrough
Breast Cancer and The Singapore Breast Cancer Foundation.

B Humanitarian issues — Burberry supported a special ‘Fashion for Relief’ runway show to help victims of Hurricane Katrina.

m The Arts — Burberry buys tables and tickets at events and places adverts for numerous charitable organisations including The Metropolitan Museum of
Art and The New York City Ballet.

In 2006/07 we intend to:

® Continue to support global and regional charitable initiatives and leverage our brand capabilities in line with our corporate policy.

Burberry Group plc Annual Report and Accounts 2005/06 43




CORPORATE SOCIAL RESPONSIBILITY conmnuen

The Working Environment

Our approach
Burberry is committed to providing a working environment that encourages everyone employed by Burberry to contribute to both their own and the
Company's success. Burberry's businesses worldwide operate to the same principles in their treatment of employees. These principles include:

& Providing an environment that encourages excellence, innovation and quality customer service.

B Providing the climate and resources that will enable all employees to advance on merit as far as their talents and skills will take them, without regard to
age, colour, disability, gender, marital status, national origin, race, religion, sexual orientation, etc.

® Providing an environment where an individual’s ideas can be considered and acted upon.
® Rewarding our employees in accordance with their contribution to the business and its profitability.
B Ensuring that if problems arise within the work environment that they can be resolved fairly and equitably.

Management

Human resource issues are managed by the head office HR team under the direction of the Human Resources Director. Regional divisions also have

smaller HR functions and some of these regions, such as the US where there is a Vice President of Human Resources have significant local autonomy,

2005/06 Performance

® Managers attend recruitment and training workshops that reinforced adherence to company policies and our commitment to equal opportunities and
anti-discrimination procedures.

& We rolled out a new “whistle-blowing” policy and procedures with a high profile campaign.

® \We introduced a new employee assistance programme in the UK. The scheme provides a free and confidential support line for employees and their
families offering counselling, medical and legal advice.

| We launched a new recruitment website in the US to support our expansion in North America.

In 2006/07 we intend to:

® Expand our involvement with universities and MBA colleges.
® Increase the level of language training across the Company.

B ncrease the number of inter company transfers for management development purposes.

Customer Service and Product Quality

Qur approach
Burberry aims to win and keep customers with the quality of our products and services, to maintain the exclusivity of Burberry’s merchandise and to protect

the integrity of Burberry’s product ranges and intellectual property.

Management

In the UK and Europe our Retail Operations and Customer Service departments monitor and manage customer service, customer trends and product
quality using a combination of mystery shopping surveys and customer complaints data. In the US our Customer Relationship Management team manages
a sophisticated CRM system that tracks individual customer spending (based on volunteered information), and enables us to offer exceptional individuatised
service and after sales care.

Burberry’s portfolio of registered trademarks is managed by our in-house Intellectual Property (“IP”) department with a head office in London and regional IP
managers. The IP department works closely with law enforcement agencies, customs, prosecutors and other state agencies to ensure the detection of
counterfeit merchandise and the prosecution of those responsible.

2005/08 Performance:
m We trialled a new after sales and customer reactivation programme in five US stores.

,

8 We extended our UK complaints monitoring system to our European stores, s

® We introduced a reward system for good performance by stores following our mystery shopping surveys.
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CORPORATE SOCIAL RESPONSIBILITY continued

In 2006/07 we intend to:

8 Harmonise our US and European complaints reporting.
# [ntroduce a new CRM programme system in the UK.
B |nvestigate the applicability of mystery shopping surveys in the US.

= Rollout a CRM Best Customer Retention programme in the US.

Year to Year to ‘fear to Year to
31 March 31 March 31 March 31 March
CSR Indicators 2006 2005 2004 2003
Suppliers
Number of 3rd party audits 50 43 37 24
Health and Safety
RIDDORS per 100,000 hours worked 0.26 0.3 0.24 0.33
3rd party H&S audits in the UK 11 14 n/a n/a
Environment
UK energy use (Mil kWh) 27.4 28.1 29.1 30.2
UK energy use (kWh/£1,000 sales) 36.9 38.2 43.2 50.8
Energy use Spain (Mil KWh) 8.4 9.3 8.8 n/a
Energy use US retail (Mil kWh) 8.2 7.7 7.2 n/a
Energy use Asia and Korea 1.7 1.5 1.6 n/a
UK packaging use {tonnes) 883 731 703 718
UK packaging use {(Kg/£1,000 sales) 1.2 1.0 1.0 12
UK transit packaging (tonnes) 476 520 525 538
UK transit packaging (Kg/£1,000 sales) 0.64 0.73 0.78 0.91
Tonnes of CO: offset by switching from air to sea freight 1205 650 650 n/a
Tonnes of CO: from UK air travel 1213 n/a n/a n/a
Community
Indirect donations GBP £163,048 £142,999 n/a n/a
Direct donations GBP £314,214 £346,423* £198,000 £166,000
“Includes a one off donation of £100,000 to the Tsunami Relief Fund
Year to Year to ‘Year to Year to
31 March 31 March 31 March 31 March
20086 2005 2004 2003
Key figures
Average Number of Employees (Full-time equivalents) 4,651 4,229 3,869 3,657
Turnover (£Em) 7429 715.5 675.8 593.6
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SIAIEMENT Or DIRECTORS REsSFUNSIDILITIES

Company law requires the directors to prepare financial statements for each financlal year that give a true and fair view of the state of affairs of
the Company and the Group and of the profit or loss of the Group for that period.

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

m state whether applicable accounting standards have been followed, subject to any material departures disclosed and explained in the financial
statements; and

m prepare the financial statements on the going concern basis, unless it is inappropriate to presume that the Group will continue in business.
The directors confirm that they have complied with the above reguirements in preparing the financial statements.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial position of
the Company and the Group and to 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 the Group and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

The Company has a website (www.burberry.com) which contains information on Group activities and published financial results. The work carried out by
the auditors does not involve consideration of the maintenance and integrity of the website and accordingly the auditors accept no responsibility for any
changes that may have occurred to the financial statements since they were initially presented on the website. The maintenance and integrity of this
website is the responsibility of the directors. Legislation in the United Kingdom governing the preparation and dissemination of financial statements may
differ from legislation in other jurisdictions.
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GROUP REPORT OF THE AUDITORS

Independent auditors’ report to the members of Burberry Group pic

We have audited the Group financial statements of Burberry Group plc for the year to 31 March 2006 which comprise the Group income Statement, Group
Statement of Recognised Income and Expense, Group Balance Shest, Group Cash Flow Statement, and the related Notes. These Group financial
statements have been prepared under the accounting policies set out therein.

We have reported separately on the parent company financial statements of Burberry Group plc for the year to 31 March 2006 and on the information in
the Directors’ Remuneration Report that is described as having been audited.

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the Annual Report and the Group financial statements in accordance with applicable law and Internationat
Financial Reporting Standards {IFRS) as adopted by the European Union are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the Group financial statements in accordance with relevant legal and regulatory requirements and International Standards on
Auditing (UK and Ireland}. This report, including the opinion, has been prepared for and only for the Company’s members as a body in accordance with
Section 235 of the Companies Act 1985 and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any other purpose
or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the Group financial statements give a true and fair view and whether the Group financial statements have been
properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation. We also report to you whether in our opinion, the
information given in the Directors’ Report, is consistent with the Group financial statements. The information given in the Directors’ Feport includes the
specific information presented in the Business and Financial Review that is cross referred from the Business Review section of the Directors’ Report. We
also report to you if, in our opinion, we have not received all the information and explanations we require for our audit, or if information specified by law
regarding director’s remuneration and other transactions is not disclosed.

We review whether the Corporate Governance Statement reflects the Company’s compliance with the nine provisions of the 2003 FRC Combined Code
specified for our review by the Listing Rules of the Financial Services Authority, and we report if it does not. We are not required to consider whether the
Board's statements on internal control cover all risks and controls, or form an opinion on the effectiveness of the Group's corporate governance procedures
or its risk and control procedures.

We read other information contained in the Annual Report and consider whether it is consistent with the audited Group financial statements. The other
information comprises only the Chairman’s Letter, Company Overview and Strategy, Business and Financial Review, Risks, the Directors’ Report, the
unaudited part of the Directors’ Remuneration Report and related matters, the Corporate Governance Statement and the Corporate Social Responsibility
Statement. We consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies with the Group
financial statements. Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with international Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit includes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the Group financial statements. It also includes an assessment of the

significant estimates and judgments made by the directors in the preparation of the Group financial statements, and of whether the accounting policies are
appropriate to the Group's circumstances, consistently applied and adequatsly disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order 10 provide us with
sufficient evidence 1o give reasonable assurance that the Group financial statements are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the Group financial statements.

Opinion
In our opinion:

m the Group financial statements give a true and fair view, in accordance with IFRS as adopted by the European Union, of the state of the Group’s affairs
as at 31 March 2006 and of its profit and cash flows for the year then ended;

m the Group financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation; and

B the information given in the Directors’ Report is consistent with the Group financial statements.

Rt oy 0

PricewaterhouseCocpers LLP
Chartered Accountants and Registered Auditors
London

24 May 2006
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GROUF INCOME STAITEMENT

Year to Year to
31 March 31 March
2006 2005@
Note £m £m
Turnover 4 742.9 716.5
Cost of sales (296.8) (291.3)
Gross profit 446.1 424.2
Net operating expenses 5 (291.8) (262.9)
Operating profit 154.5 161.3
Financing:
Interest receivable and similar income 7 4.3 5.5
Interest payable and similar charges 7 (1.8) 0.8)
Net finance income 47 2.5 4.9
Profit before taxation 46 157.0 166.2
Taxation 8 (50.6) (54.3)
Attributable profit for the year 106.4 111.9
The profit for the year is attributable to the equity holders of the Company and relates to continuing operations.
| Pence per share
Earnings
~ basic ] 22.9p 22.7p
- diluted 9 22.3p 22.2p
Dividends
- interim 10 2.5p 2.0p
- proposed final (not recognised as a liabifity at 31 March) 10 5.5p 4.5p
Non-GAAP measures £m om
Reconciliation to adjusted operating profit
Operating profit 154.5 161.3
Atlas cost 5 11.1 -
Operating profit before Atlas costs 165.6 161.3
| Pence per share
Earnings per share before Atlas costs
— basic 9 24.7p 22.7p
— diluted g 24.1p 22.2p

(1) Reflects the adoption of IAS 32 and IAS 39
(2) Does not reflect the adoption of IAS 32 and IAS 39
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GROUP STATEMENT OF RECOGNISED INCOME AND EXPENSE

Year to Year to
31 March 31 March
2006" 20052
Note £m £m
Attributable profit for the year 106.4 111.9
Cash flow hedges 21 (3.8) -
Currency translation differences 21 15.6 55
Net actuariai gains/(losses) on defined benefit pension scheme 21 0.7 (1.5)
Tax on items taken directly to equity 21 1.5 0.3)
Net income recognised directly in equity 14.0 3.7
Transfers
Transferred to income and expense on cash flow hedges 21 0.7 -
Taxation on items transferred from equity 0.2 -
Net transfers (0.5) -
Net gains not recognised in income statement 13.5 3.7
Total recognised income for the year 119.9 115.6
Total impact on adoption of IAS 32 and IAS 39 3,21 1.9 -
Total 121.8 115.6

(1) Reflects the adoption of IAS 32 and IAS 39
(2) Does not reflect the adoption of IAS 32 and 1AS 39

All the recognised income and expense is attributable to the equity holders of the Company.
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unRUUF DALANUE ofcC |

As at As at
31 March 31 March
2006 2005
Note £m £m
ASSETS
Non-current assets
Intangible assets 11 136.4 125.2
Property, plant and equipment 12 167.0 154.4
Deferred taxation assets 13 16.6 18.0
Trade and other receivables 14 4.2 1.3
Income tax receivable - 0.8
323.2 296.7
Current assets
Stock 15 124.2 102.5
Trade and other receivables 14 108.0 112.2
Derivative financial assets 26 2.8 -
Income tax receivable 0.2 3.1
Cash and cash equivalents 16 113.7 169.9
348.9 387.7
Non-current assets classified as held for sale 17 - 12
348.9 388.9
Total assets 672.1 685.6
LIABILITIES
Non-current liabilities
Long term liabilities 18 (14.8) (14.8)
Deferred taxation liabilities 13 (10.5 (13.0)
Retirernent benefit obligations 30 (1.8} (2.1)
Provisions for liabilities and charges 19 (2.8) (2.9)
(29.7) (32.8)
Current liabilities
Bank overdrafts and borrowings 27 (101.2) -
Derivative financial liabilities 26 (2.1 -
Trade and other payables 20 (126.9) (160.8)
Income tax liabilities (25.6) (19.9)
(255.8) (180.5)
Total liabilities (285.5) (213.3)
Net assets 386.6 472.3
EQUITY
Capital and reserves attributable to the Company’s equity holders
Share capital 21 0.2 1.1
Share premium 21 151.8 136.1
Capital reserve 21 25.8 24.9
Hedging reserve 21 0.2) -
Foreign currency translation reserve 21 21.2 5.4
Retained earnings 21 187.8 304.8
Total equity 386.6 472.3

(1) Reflects the adoption of IAS 32 and |AS 39
(2) Does not reflect the adoption of IAS 32 and IAS 39

Approved by the Board on 24 May 2006 and signed on its behalf by:

John Peace Stacey Cartwright
Chairman ) Chief Financial Officer
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GROUP CASH FLOW STATEMENT

‘fear to Year to
31 March 31 March
2006 2005
£m £m
Cash flows from operating activities
Operating profit 154.5 161.3
Depreciation, impairment and intangible amortisation charges 24.9 24.4
Profit on disposal of property, plant and eguipment (1.6) (1.1)
Charges in respect of employee share incentive schemes 7.4 9.5
Increase in stocks 117.8) (12.9)
Decrease/(increase) in debtors 2.2 (7.3)
{Decrease)/increase in creditors 21.2) 1.5
Cash generated from operations 148.4 175.4
Taxation paid (43.6) (49.5)
Net cash inflow from operating activities 104.8 125.9
Cash flows from investing activities
Purchase of tangible and intangible fixed assets (30.7) (37.2)
Proceeds from sale of property, plant and equipment 3.6 3.1
Payment of deferred consideration (19.2) -
Acquisition of subsidiary 4.4 -
Net cash outflow from investing activities (50.7) (34.1)
Cash flows from financing activities
Interest received 3.0 5.3
Interest paid (1.4) 0.6)
Equity dividends paid (32.8) (24.9)
Issue of Ordinary Share capital 3.7 4.4
Purchase of shares through share buy back ("91.6) (58.4)
Purchase of own shares by ESOPs - 8.7)
Sale of own shares by ESOPs 2.4 1.8
Draw down on loan facility 50.0 -
Net cash outflow from financing activities (166.7) (81.1)
Net (decrease)/increase in cash and cash equivalents {"12.8) 10.7
Effect of exchange rate changes on opening balances 5.2 13
Cash and cash equivalents at beginning of period “69.9 167.9
Cash and cash equivalents at end of year 62.5 169.9
As at As at
31 March 31 March
2006 2005
£m £m
Cash 70.2 62.4
Short term deposits 43.5 107.5
Cash and cash equivalents as per the balance sheet 118.7 169.9
Bank overdrafts (61.2) -
Cash and cash equivalents per the cash flow statement 62.5 169.9
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NUITES U 1A nUUF FINANUIAL OSIATEIVIENTO

1 Basis of preparation

Burberry Group is a luxury goods manufacturer, wholesaler and retailer in Europe, North America and Asia Pacific; licensing activity is also carried out,
principally in Japan. Al of the companies, which comprise Burberry Group, are owned by Burberry Group plc (“the Company”) directly or indirectly.

Under European Union (EU) legislation, it is mandatory for EU listed companies to report under International Financial Reporting Standards (IFRS), for
financial years commencing after 1 January 2005. Accordingly, the consolidated financial statements for the year to 31 March 2006 have been prepared in
accordance with IFRS as adopted by the EU and IFRS issued by the IASB, and with those parts of the Companies Act 1985 applicable to companies
reporting under IFRS. All IFRS issued by the IASB and effective at the time of preparing these consolidated financial statements have been adopted by the
EU through the endorsement procedure established by the European Commission. Since the Group is not affected by the provisions regarding portfolio
hedging which are not required by the EU-endorsed version of IAS 39, the accompanying financial statements comply with both IFRS as adopted by the
EU and IFRS issued by the IASB. The Group had previously reported under UK GAAR.

The results to 31 March 2005 have been restated from UK GAAP to IFRS using the same accounting policies as those used for the resufts to 31 March
2008, other than as described in note 3 — Changes in accounting policies and presentation. The principal adjustments that were required by Burberry
Group on conversion to IFRS are set out in note 32 — Transition to IFRS.

Burberry has adopted early IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations”. The following IFRS, International Financial Reporting
and Interpretations Committee requirements (IFRICs) and amendments thereto have been adopted earlier than required:

- December 2004 amendment to IAS 19 “Employment Benefits” permitting the recognition of actuarial gains and losses directly in equity (from 1 April 2005);

- April 2005 amendment to IAS 39 “Financial instruments: Recognition and Measurement” concerning cash flow hedges of forecast intra-group
transactions {from 1 April 2005); and

- June 2005 amendment to IAS 39 concerning the fair value option (from 1 June 2005).
The following IFRS and IFRICs have been issued but have not been adopted early by the Group:

- IFRIC4 - “Determining whether an arrangement contains a lease” (effective from 1 April 2008) requires the determination of whether an arrangement
contains a lease.

- IFRIC7 -~ "Applying the restatement approach” (effective from 1 April 2008) provides guidance on hyperinflation accounting.

- IFRS7 - “Financial instruments: Disclosures” (effective from 1 April 2007) introduces new disclosures for financial instruments. It replaces disclosure
requirements in 1AS 32 “Financial Instruments: Disclosure and Presentation”.

The impact of these IFRS and IFRICs on the Group’s financial statements is currently being assessed.

The parent Company has not adopted IFRS as its statutory reporting basis. Audited financial statements for the parent Company, have been prepared in
accordance with UK GAAP.

These consolidated financial statements have been prepared under the historical cost convention, except in respect of certain financial instruments.

Basis of consolidation

The Group’s annual financial statements comprise those of the parent company and its subsidiaries, presented as a single economic entity. The financial
statements of the subsidiaries are prepared for the same reporting year as the parent company, using consistent accounting policies.

The effects of intra-group transactions are eliminated in preparing the Group financial statements.

Subsidiaries are consolidated from the date on which control is transferred to the Group and cease to be consolidated from the date on which conirol is
transferred out of the Group. Where there is a loss of control of a subsidiary, the consolidated financial statements include the results for the portion of the
reporting period during which Burberry Group plc had control.

Non-GAAP measures

Non-GAAP measures are presented in order to provide a clear and consistent presentation of the underlying performance of the Group’s ongoing business.
Such presentation will be prepared on a consistent basis in the future.

Key sources of estimation uncertainty

Preparation of the consolidated financial statements in conformity with IFRS requires that management make certain estimates and assumptions that affect
the reported revenues, expenses, assets and liabilities and the disclosure of contingent liabilities. If in the future such estimates and assumptions, which are
based on management’s best judgement at the date of the financial statements, deviate from actual circumstances, the original estimates and assumptions
will be modified as appropriate in the period in which the circumstances change.

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations of future events that
are believed o be reasonable under the circumstances.

Such estimates include, but are not limited to goodwill and asset impairment, stock provisioning, income and deferred tax. These are discussed below.

Impairment of goodwill

The Group is required io test whether goodwill has suffered any impairment. The recoverable amounts of cash generating units have been determined
based on value in use calculations. The use of this method requires the estimation of future cash flows expected to arise from the continuing operaticn of
the cash generating unit and the choice of a suitable discount rate in order to calculate the present value.
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NOTES TO THE GROUP FINANCIAL STATEMENTS conmiuen

1 Basis of preparation continued

Impairment of assets

Property, plant and equipment are reviewed for impairment if events or changes in circumstances indicate that the carrying amount may not be recoverable.
When a review for impairment is conducted, the recoverable amount of an asset or a cash generating unit is determined based on value in use calculations
prepared on the basis of management’s assumptions and estimates.

Stock provisioning

The Group manufactures and sells luxury goods and is subject to changing consumer demands and fashion trends. As a result, it is necessary to consider
the recoverability of the cost of stocks and the associated provisioning required. Stock provisioning is based on the method in which excess stocks can be
disposed.

Income and deferred taxes

The Group is subject to income taxes in numerous jurisdictions. Judgement is reguired in determining the provision for income taxes in each territory. There
are many transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of business. The Group recognises
liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be due. Where the final outcome of these matters is different
from the amounts which were initially recorded, such differences will impact the income tax and deferred tax provisions and assets in the period to which
such determination is made.

2 Accounting policies
The consolidated financial information of Burberry Group plc and all its subsidiaries have been prepared in accordance with IFRS.

The principle accounting policies of the Group are:

(a) Turnover

Turnover, which is stated excluding Value Added Tax and other sales related taxes, is the amount receivable for goods supplied (less returns, trade
discounts and allowances) and royalties receivable.

Wholesale sales are recognised when goods are despatched to trade customers, as this reflects the transference of risks and rewards of ownership, with
provisions made for expected returns and allowances. Provisions for returns are calculated based on historical return levels, Retail sales, returns and
allowances are reflected at the dates of transactions with customers, in addition provisions are made for expected returns. Royalties receivable from
licensees, are accrued as earned on the basis of the terms of the relevant royalty agreesment, which is typically on the basis of production volumes.

(b) Share schemes

Incentive plans

The cost of the share incentives received by employees (including directors) is measured with reference to the fair value of the equity instruments awarded
at the date of grant. The Black-Scholes option pricing model is used to determine the fair value of the award made. The impact of performance conditions
is not considered in determining the fair value on the date of grant, except for conditions linked to the price of Burberry Group plc shares i.e. market
conditions. Vesting conditions which relate to non-market conditions are allowed for in the assumptions about the number of cptions expected to vest. The
estimate of the number of options expected to vest is revised at each balance sheet date.

The cost of the share based incentives are recognised as an expense over the vasting period of the awards, with a corresponding increase in equity.

The proceeds received from the exercise of the equity instruments awarded, net of any directly attributable transaction costs, are credited to share capital
and share premium.
(c) Operating leases

Burberry Group is a lessee of property. Gross rental expenditure in respect of operating leases are recognised on a straight line basis over the period of the
leases. Certain rental expense is determined on the basis of turnover achieved in specific retail locations and is accrued for on that basis.

Lease premiums and incentives

Amounts paid to acquire the rights to a lease (“Lease premiums”) are written off in equal annual instalments over the life of the lease contract. Lease
incentives, typically rent free periods and capital contributions, are recognised over the full term of the lease.

(d) Dividend distribution

Dividend distributions to Burberry Group plic’s shareholders are recognised as a liability in the period in which the dividends are app-oved by the
shareholders for the final dividend or paid in respect of the interim dividend.

(e) Pension costs

Prior to the demerger of the Group from GUS plc on 13 December 2005, it was agreed that existing employees of members of the Burberry Group who
were participating in the GUS defined benefit pension scheme would continue to do so until 31 December 2007 or such earlier date as required by HM
Customs & Revenue or by Burberry. When eventual withdrawal of members of the Burberry Group from the GUS pension scheme takes place on or before
31 December 2007, Burberry must pay any liabilities due under section 75 or 75A of the Pensions Act 1995. GUS has indemnified Burberry on an after tax
basis against any amounts which are in excess of £1.25m.

The pension costs in these consolidated financial statements are determined in accordance with IAS 19.
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2 Accounting policies continued
(e) Pension costs continued

Defined benefit schemes

Eligible employees of Burberry Group participate in a number of defined benefit schemes throughout the world; the principal defined benefit scheme is in
the UK. The assets covering this arrangement are held in independently administered funds.

The cost of providing defined benefit schemes to participating Burberry employees is charged to the income statement over the anticipated period of
employment.

The asset or liability recognised in the balance sheet, in respect of defined benefit schemes, represents Burberry’s share of the present value of the defined
benefit obligation at the balance sheet date, less the fair value of plan assets, together with adjustments for unrecognised actuarial gains and losses and
past service costs,

Actuarial gains and losses are recognised directly to equity through the Group Statement of Recognised Income and Expense.

Defined contribution schemes

Burberry Group eligible employees also participate in defined contribution pension schemes, the principal one being in the UK with its assets held in an
independently administered fund. The cost of providing these benefits to participating Burberry employees is recognised in the income statement and
comprises the amount of contributions payable to the schemes in respect of the year.

(f) Intangible fixed assets

Goodwill

Goodwill is the excess of purchase consideration over the fair value of identifiable net assets acquired. Goodwill on acquisition is recorded as an intangible
fixed asset. Fair values are attributed to the identifiable assets, liabilities and contingent liabilities that existed at the date of acquisition, reflecting their
condition at that date. Adjustments are also made to bring the accounting policies of acquired businesses into alignment with those of Burberry Group.
Prior to 31 March 2004, goodwill was held at cost less accumulated amortisation. Goodwill was assigned a finite useful economic life, not exceeding 20
years, and was amortised in equal annual instalments, Upon transition to IFRS on 1 April 2004, goodwill was assigned an indefinite useful economic life in
accordance with IFRS 3 “Business Combinations”, and it ceased to be amortised.

Impairment reviews are performed annually, or more frequently if events or changes in circumstances indicate that the carrying value may not be recoverable.

Trademarks and other intellectual property

The cost of securing and renewing trademarks and other intellectual property is capitalised as an intangible fixed asset and amortised by equal annual
instaiments over its usefut economic life, typically ten years. The useful economic life of trademarks and other intellectual property is determined on a case
by case basis, in accordance with the terms of the underlying agreement.

Impairment reviews are performed if events or changes in circumstances indicate that the carrying value may not be recoverable.

Computer software

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

{g) Property, plant and equipment
Property, plant and equipment is stated at cost or deemed cost, based on historical revalued amounts, less accumulated depreciation and provision to
reflect any impairment in value.

Depreciation
Depreciation of property, plant and equipment is calculated to write off the cost or deemed cost, less residual value, of the assets in egual annual
instalments over their estimated useful lives at the following rates:

Land Not depreciated
Freehold bulldings Up to 50 years
Leaseholds - less than 50 years expired QOver the unexpired term of the lease
Plant, machinery, fixtures and fittings 3 - 8 years
Retail fixtures and fittings 2 ~ 5 years
Office equipment 5 years
Computer equipment Up to 5 years
impairment

Impairment reviews are undertaken when performance trends or changes in circumstances suggest that the net book value of an item of property, plant or
equipment is not fully recoverable.

Prafit/loss on disposal of property, plant and eguipment

Praofits and losses on disposal of property, plant and equipment represent the difference between the net proceeds and net book value at the date of sale.
Disposals are accounted for when the relevant transaction becomes unconditicnal.

(h) Non-current assets held for sale
A non-current asset is classified as held for sale, when its carrying value will be recovered principally through sale. Non-current assets held for sale are
carried at the lower of cost or fair value less costs to sell and are not depreciated.
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2 Accounting policies continued

(i) Impairment of assets

Assets that have an indefinite useful economic life are not subject to amortisation and are tested annually for impairment. Assets that are subject to
amortisation or depreciation are reviewed for impairment whenever events or changes in circumstance indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows {cash generating units).

() Stock

Stock and work in progress are valued on a first-in-first-out basis at the lower of cost (including an appropriate proportion of production overhead) and net
realisable value. Provision is made to reduce cost to no more than net realisable value having regard to the age and condition of stock, as well as its
anticipated saleability.

(k) Taxation including deferred tax
The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the income statement because it
excludes items of income or expense which are taxable or deductible in other years and it further excludes items which are never taxable or deductible. The
Group’s liability for current tax is calculated using tax rates which have been enacted or substantially enacted by the balance sheet clate.

Deferred tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and liabilities and their carrying
amounts in the consolidated financial statements. However, if the temporary difference arises from initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the transaction affects neither accounting nor taxable profit or loss, it is exempt from deferred tax.
Deferred tax is determined using tax rates (and laws) that have been enacted or substantially enacted by the balance sheet date and are expected to apply
when the related deferred tax asset is realised or the deferred tax liability is settled. Deferred tax assets and liabilities are not discounted.

Deferred tax assets are recognised 1o the extent that it is probable that future taxable profits will be available against which the temporary differences can
be utilised.

Deferred tax is provided on temporary differences arising on investments in subsidiaries, except where the timing of the reversal of the temporary difference
is controlled by the Group and it is probable that the temporary difference will not reverse in the foreseeable future.

() Share capital

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

Where any Group company purchases the Company’s equity share capital (treasury shares), the consideration paid, including any directly attributable
incremental costs is deducted from eqguity attributable to the Company’s eqguity holders until the shares are cancelled, reissued or disposed of. Where such
shares are subsequently scld or reissued, any consideration received, net of any directly attributable incremental transaction costs and the related income
tax effects, is included in equity attributable to the Company’s equity holders.

(m) Financial instruments

A financial instrument is intially recognised at fair value on the balance sheet when the entity becomes a party to the contractual provisions of the
instrument. A financial asset is no longer recognised when, the contractual rights to the cash flow expire or substantially all risks and rewards of the asset
are transferred. A financial liability is no longer recognised, when the obligation specified in the contract is discharged, cancelled or expires.

The Group’s financial instruments consist primarily of cash and cash equivalents, accounts receivable, accounts payable, and derivative instruments, the
accounting for which is explained below.

Cash and cash equivalents
Cash and cash equivalents comprise cash and short term deposits with an original maturity date of three months or less, held with banks, liquidity funds as
well as bank overdrafts. Bank overdrafis are recorded under current liabilities on the balance sheet.

Trade and other receivables

Trade and other receivables arise when the Group provides money, goods or services directly to a third party with no intention of trading the receivable.
They are included in current assets, except for maturities greater than 12 months after the balance sheet date. Receivables are recognised initially at fair
value and subsequently measured at amortised cost using the effective interest rate method, less provision for impairment. A provision for impairment of
trade receivables is established when there is cbjective evidence that the Group will not be able to collect all amounts due according to the original terms of
receivables. The amount of the provision is recognised in the income statement.

Trade and other payables

Trade and other payables arise when the Group acquires money, goods or services directly from a creditor with no intention of trading the payabie. They
are included in current liabilities, except for maturities greater than 12 months after the balance sheet date. Payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest method.

Derivative instruments
Burberry Group uses derivative financial instruments to hedge its exposure to fluctuations in foreign exchange rates arising on certain trading transactions.
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2 Accounting policies continued

(m) Financial instruments continued

The principal derivative instruments used are forward currency contracts taken out to hedge highly probable future royalty receivables and product
purchases.

The Group documents at the inception of the transaction the relationship between hedging instruments and hedged items, as well as its risk management
objective and strategy for undertaking various hedge transactions. The Group also documents its assessment, both at hedge inception and on an ongoing
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting changes in fair values or cash flows of hedged items.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently remeasured at their fair value. The
method of recognising the resulting gain or loss depends on whether the derivative is designated as a hedging instrument, and if so, the nature of the item
being hedged. The Group designates certain derivatives as either: (1) hedges of the fair value of recognised assets and liabilities or a firm commitment (fair
value hedge}; or (2) hedges of highly probable forecast transactions (cash flow hedges); or (3) classified as held for trading.

The gain or foss on fair value hedges is taken to the income statement, along with the gain or loss on the hedged item for the hedged risk.

The portion of the gain or loss on cash flow hedges determined to be effective, is initially taken to the hedging reserve within equity. The ineffective portion
of the gain or loss is recognised to the income statement when required. The amount recognised directly to equity is released to the income statement,
when the underlying transaction affects the income statement. If it is expected that all or a portion of a loss recegnised directly in equity will not be
recovered in one or more future periods or the hedge is no longer expected to occur, the amount that is not expected to be recovered will be reclassified to
the income statement.

If a derivative instrument is not designated as a hedge, the gain or loss on revaluation is taken to the income statement.

{n) Foreign currency translation

Functional and presentation currency

items included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic environment in which
the entity operates (“the functional currency”).

Transactions in foreign currencies

Transactions denominated in foreign currencies within each entity in the Group are translated into the functional currency at the exchange rate ruling at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies, which are held at the year end, are translated into the functional
currency at the exchange rate ruling at the balance sheet date. Exchange differences on monetary items are taken to the income statement in the period in
which they arise, except where these exchange differences form part of a net investment in overseas subsidiaries of Burberry Group, in which case such
differences are taken directly to the foreign currency translation reserve within equity.

Translation of the results of overseas businesses

The results of overseas subsidiaries are translated into the Group’s presentation currency of Sterling at the weighted average exchange rate for the year
according to the phasing of the Group’s trading results. The weighted average exchange rate is used, as it is considered to approximate the actual
exchange rates on the date of the transactions. The assets and liabilities of such undertakings are translated at the year end exchange rates. Differences
arising on the retranslation of the opening net investment in subsidiary companies, and on the translation of their resuits, are taken directly to the foreign
currency transiation reserve within equity and are reported in the consolidated statement of changes in equity. The principal exchange rates used were as
follows:

Average
Year to Year to
31 March 31 March
2006 2005
Euro 1.46 1.47
US dollar 1.78 1.85
Hong Kong dollar 13.77 14.40
Korean won 1,786.97 2,040.52
Closing
As at As at
31 March 31 March
2006 2005
Euro 1.43 1.45
US dollar 1.74 1.88
Hong Kong dollar 13.48 14.69
Korean won 1,687.95 1,920.46

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and liabilities of the foreign operation and
translated at the closing rate.

The average exchange rate achieved by Burberry Group on its Yen royalty income, taking into account its use of Yen forward sale contracts on a monthly
basis approximately 12 months in advance of royalty receipts, was Yen 190.3: £1 in the year to 31 March 2006 (2005: Yen 184.3: £1).
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3 Changes in accounting policies and presentation
The results for the year to 31 March 2008 have incorporated the impact of the adoption of IAS 32 and IAS 39.

IFRS 1 “First time adoption of IFRS" allows an entity, for financial instruments, to produce comparative information, under previous UK GAAP. However, for
the first IFRS reporting period, being 31 March 2008, the adjustment between the balance shest at the comparative period’s reporting date (under the
previous GAAP) and the balance sheet at the start of the first IFRS reporting period must be accounted for as a change in accounting policy.

The Group has taken advantage of this exemption and has adopted IAS 32 and IAS 39 with effect from 1 April 2005. The impact of these standards on the
Group's cpening balance sheet is shown below.

The principal impact of the adoption of IAS 32 and IAS 39 on the Group's financial statements relates to the classification of redeemable preference shares
and the recognition of derivative financial instruments.

The adjustments to the opening balance shest at 1 April 2005 are shown in the table below, only those line items that have been irrpacted are shown:

Restated
QOpening opening
balance sheet Effect of adoption of position at
under (FRS IAS 32 and IAS 39 1 Aprit 2005
Reclassification Remeasursment
£m £m £m £m
Current assets
Trade and other receivables 112.2 0.4) - 111.8
Derivative financial assets - 0.4 5.8 6.2
Current liabilities
Derivative financial liabilities - - (1.8) (1.6)
Non-current liabilities
Long term liabilities (14.8) 0.8) - (15.6}
Deferred tax liabilities (13.0) - (1.5)
Impact on net assets (0.8) 2.7
Share capital 1.1 0.8) - 0.3
Hedging reserve - - 2.6 2.6
Retained eamnings 304.8 - 0.1 304.9
impact on equity (0.8) 2.7

4 Segmental analysis

(@) Primary segment — analysis by origin
The geographical segment from which the products or services are supplied to a third party or another segment defines analysis by origin. Al licensing
activity is recorded in Europe since the intellectual property of Burberry is owned by Burberry Limited, a UK based subsidiary.

i) Turnover and profit before taxation - by origin of business

Europe comprises operations in France, Germany, ltaly, Switzerland and the UK. North America comprises operations in the US. Asia Pacific comprises
operations in Australia, Hong Kong, Japan, Korea, Malaysia, Singapore and Taiwan.

Spain Europe Narth America Asia Pacific Total

2006 2005 2008 2005 2008 2005 2006 2005 2006 2005
Year to 31 March £m £m em £m £m £m £m £m £m £m
Gross segment turnover 154.9 170.3 326.9 365.3 173.2 157.8 182.4 1491 837.4 842.5
Inter-segment turnover 0.5) 0.0 (93.5) (126.3) - - 0.5 0.6} 94.5) (127.0)
Turnover 154.4 170.2 2334 239.0 173.2 157.8 181.9 148.5 742.9 715.5
Operating profit 21.1 22.7 104.8 115.3 6.3 6.0 22.3 17.3 154.5 161.3
Net finance income 25 4.9
Profit before taxation 157.0 166.2
Taxation (50.6) (54.3)
Attributable profit for the year 106.4 111.9

The results above are stated after the allocation of costs of a Group wide nature.
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4 Segmental analysis continued

(a) Primary segment — analysis by origin continued

(i) Other segmental items - by origin of business

Spain Europe North America Asia Pacific Total
2006 2005 2008 2005 2006 2005 2006 2005 2008 2005
Year 10 31 March £m £m £m £m em £m £m £m £m £m
Capital expenditure 4.0 7.0 13.6 16.7 12.5 17.6 2.9 1.6 33.0 42,9
Depreciation 4.4 4.3 8.1 6.7 7.7 8.7 2.3 1.5 22.5 19.2
Impairment charge - - 0.6 3.1 0.2 0.3 - - 0.8 3.4
Reversal of impairment loss - - 0.4) ©.2) - - - - 0.4 0.2)
Amortisation
— trademarks - - 0.9 0.8 - - - - 0.9 0.8
- software 0.2 0.3 0.8 0.8 - - 0.1 0.1 1.1 1.2
Other non-cash expenses
- share based payments 1.3 2.0 2.8 3.7 1.9 2.3 1.4 1.5 7.4 8.5
(ili) Assets and liabilities ~ by origin of business
Spain Europe North America Asia Pacific Totat
2006 2005 2006 2005 2008 2005 2006 2005 2006 2005
As at 31 March £m £m £m £m £m £m em £m £m £m
Segmental assets 103.5 112.3 142.3 129.6 1459 1214 28.7 19.5 420.4 382.8
Segmental liabilities (30.9) 36.7) (87.5) (79.6) (25.5) (19.0) (12.8) (12.4) (136.7) (147.7)
Net operating assets 72.6 75.6 74.8 50.0 120.4 102.4 15.9 71 283.7 235.1
Goodwill 121.2 114.0
Deferred consideration
for acquisitions (11.5) (32.7)
Cash at bank, short term deposits,
less bank overdrafts and borrowings 12.5 168.9
Taxation (including deferred tax) (19.3) (14.0)
Net assets 386.6 472.3
(b} Secondary segment — by class of business (being the channels to market)
Retaif Wholesale Retall and Wholesale Licensing Total
2006 2005 2006 2005 2008 2005 2006 2005 2006 2005
Year to 31 March £m £m £m om £m £m em om £m £m
Gross segment turnover 318.5 265.2 437.8 498.9 756.3 7641 81.1 78.4 837.4 842.5
Inter-segment turnover - - (94.5) (127.0) (94.5) (127.0) - - (94.5) (127.0)
Turnover 318.5 265.2 343.3 371.9 661.8 637.1 81.1 78.4 742.9 715.5
Other segmental items
Segment assets 4181 380.3 23 25 420.4 382.8
Capital expenditure 33.0 42.9 - - 33.0 42.9

The results above are stated after the allocation of costs of a Group wide nature.
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4 Segmental analysis continued

{¢) Additional information

Analysis of turnover is shown below as additional information:

Year to Year to

31 March 31 March

2006 2005

Turnover by product £m £m

Womenswear 2493 242 1

Menswear 208.2 194.5

Accessories (including childrens) 203.2 197.6
