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Bulgari Group 

 

Interim Report of the Directors on the 

Group’s operations at 30 September 2008 

 

Introduction 

The Bulgari Group has prepared its interim management statements at 30 September 2008 in accordance 

with International Accounting Standard (IAS) 34 Interim Financial Reporting. 

Comparative figures for the consolidated financial statements at 30 September 2008, prepared in accordance 

with the same accounting standards, are provided as of 31 December 2007 and 30 September 2007. 

 

 

RESULTS OF THE GROUP 

 

Consolidated net revenues for the third quarter of 2008 reached 256.2 million euros, an increase of 2.0% 

over the corresponding period of the previous year at comparable exchange rates (-0.5% at current exchange 

rates). 

Net sales rose to 762.5 million euros in the first nine months of the year compared to 744.4 million euros in 

the corresponding period of the previous year, taking cumulative growth to 2.4% (+6.1% at comparable 

exchange rates). 

 

 

 
 

Contribution margin remained stable in the quarter at 167.5 million euros. As a percentage of turnover, 

though, contribution margin rose to 65.4% from the 64.8% of the third quarter of 2007. Contribution margin 

for the nine months rose by 4.4% to reach 498.5 million euros compared to 477.6 million euros in the 

corresponding period of the prior year, representing 65.4% of net sales, a considerable increase over the 

figure of 64.2% achieved in 2007. Despite the continuing unfavourable trend in the exchange rates of the 

various currencies with the euro, the Group achieved what is an appreciable result by continuing with 

measures aimed at achieving increased production and distribution efficiencies and by implementing an 

attentive pricing strategy during the first nine months, made possible by the strength of the Bulgari brand. 

The effect of hedging gold prices is now recognised in contribution margin (for consistency a 

reclassification to this effect has been made in the figures for the prior period).  

When compared to the corresponding period of the previous year, operating costs, excluding those for 

advertising and promotion, rose by 13.5% from 291.6 million euros to 330.8 million euros in the first nine 
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months of the year and from 98.1 million euros to 112.9 million euros (+15.0%) in the third quarter. As 

already reported in the last two quarters, this planned increase relates mainly to the Group’s programme for 

the development of its commercial activities (flagship stores, emerging markets and the direct distribution of 

perfumes) and increase of its manufacturing capacity (the verticalisation of the watches segment), reflecting 

expectations of growth. By year end the rise in costs over the previous year will turn out to be lower than 

that seen in the first nine months, not only because the first significant effects of the cost containment policy 

started a few months ago will have begun to appear but also because a large part of the increase in 

depreciation and amortisation, other general expenses (in particular rent) and personnel costs derives from 

the considerable investments made during the final quarter of 2007, meaning that any comparison is actually 

non-homogeneous. 

Advertising and promotion costs incurred to support the BVLGARI brand amounted to 87.6 million euros in 

the first nine months of 2008, a rise of 14.0% compared to the corresponding period in 2007, equivalent to 

11.5% of net revenues compared to 10.3% in the first nine months of 2007. Advertising and promotion costs 

totalled 25.4 million euros in the third quarter of 2008, an increase of 18.2% over the corresponding period 

in 2007. The rise in costs was also affected by the investments made to support the launch of the new 

fragrance Jasmin Noir, which was presented to the trade and the press in July. Costs were equivalent to 

9.9% of net sales in the quarter (8.3% in the third quarter of 2007). It should be emphasised, though, that the 

considerable rise in advertising and promotion costs is essentially due to a planning process which put 

emphasis on the first nine months and that the increase being forecast for the full year 2008 will end up at a 

somewhat more contained level. 

As a consequence of the increase in operating costs and the considerable rise in advertising and promotion, 

operating profit fell by 26.7% to 80.1 million euros in the first nine months of 2008 compared to 109.3 

million euros in the corresponding period of 2007, representing 10.5% of net sales compared to 14.7% in 

2007. Operating profit reached 29.2 million euros in the third quarter of 2008, representing 11.4% of sales, a 

decrease of 38.1% over the corresponding period in 2007.  

Net profit closed at 77.2 million euros, a fall of 22.1% over the 99.1 million euros for the corresponding 

period in 2007. Net profit reached 23.0 million euros in the third quarter of 2008, a decrease of 43.7% over 

2007 and equal to 9.0% of net sales (15.8% in the third quarter of 2007). 
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THE GROUP’S BALANCE SHEET AND FINANCIAL SITUATION 

 

Net financial debt at 30 September 2008 of 330.8 million euros compares with balances of 140.9 million 

euros at 31 December 2007 and 176.6 million euros at 30 September 2007. 

The increase in debt over the nine months from 31 December 2007 is due to the continuation by the Group of 

its investment plans, which despite a considerable slowing down still required 70 million euros of cash, and a 

rise of 146 million euros in inventory. A series of external factors contributed in part to this: an increase in 

the price of gold, a slowdown in sales and supply problems in the watches category relating to semi-finished 

goods. The reason for the increase in inventory can be found to a large extent in the Group’s business 

strategy, which is aimed at increasing display space in stores and generally enhancing the products on offer in 

all product categories and repositioning these upwards, in particular those relating to medium and high 

jewellery. The distribution of a dividend of 96.1 million euros in May 2008 also had an effect on the Group’s 

financial position. 

Shareholders’ equity at 30 September 2008, including minority interests, amounted to 786.6 million euros 

(781.3 million euros excluding minority interests) compared to 778.5 million euros at 31 December 2007 and 

731.1 million euros at 30 September 2007.  

The Group’s gearing ratio, being the ratio between debt and shareholders’ equity including minority interests, 

was 42% at 30 September 2008. 

The reclassified balance sheet is as follows. 
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The above balance sheet is classified using a format highlighting Net Invested Capital and how it is funded 

by equity and debt. This enables the reader to obtain a more business-oriented view of the Group’s financial 

position from certain aspects, thereby making an analysis of the efficiency of investments simpler and, by 

taking figures from the income statement, also allowing indices such as ROI and ROE to be calculated in 

order to identify the return on investment.  

Compared to the official format attached to the interim financial statements at 30 September 2008, which 

follows a more conventional presentation by separating out net assets and net liabilities and shareholders’ 

equity, all the liability items other than financial items are classified in the above format as a reduction in 

Invested Capital, while liquid funds are classified in “Funding” as a reduction in debt.  

 
INVESTMENTS 

 

Investments of 40.0 million euros were made in property, plant and equipment during the first nine months 

of 2008, relating in particular to work carried out, or still being carried out, to open or renovate stores. 

Among the leading investments mention is made of those regarding the renovation of the stores in Pacific 

Place (Hong Kong), Melbourne (Australia) and Barcelona (Spain), and those relating to the new stores in 

Georges V in Paris, Atlanta, Short Hills and San Francisco in the U.S.A., Union Square (Hong Kong) and 

Doha (Qatar). 

Investments in tangible assets also include computer hardware, in particular that of the Parent Company, 

plant and machinery for the work carried out by the Group’s production companies and window displays to 

be used by the third party distribution network for the exposition of BVLGARI products. 
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Increases in intangible assets amount to 12.6 million euros and relate principally to expenditure incurred for 

applications software licences acquired to manage the Group’s various business activities, mainly by the 

Parent Company Bulgari S.p.A.. In addition, certain minor investments have been made to develop watch 

prototypes and new fragrances to be launched on the market, and to carry out skin tests relating to perfumes. 

 

 

DETAILED REVENUE ANALYSIS 

 
REVENUES BY PRODUCT TYPE 

 

There was yet another increase in sales in the jewellery segment, the Group’s core business, in the third 

quarter of 2008, this time amounting to 4% (1% at current exchange rates), taking the cumulative figure at 

the end of September to 7% (2% at current exchange rates). This result is particularly impressive and 

especially positive considering that the comparative base includes two exceptional sales of high jewellery 

made by the flagship store in Fifth Avenue in New York last year, and acts as confirmation of a business 

strategy aimed at enhancing and enlarging successful lines by introducing new products.  

Watches fell by 6% during the quarter (-7% at current exchange rates). This performance was once again 

partially affected by production problems caused by a shortage of components and a slowdown in demand in 

the third party channel. Despite the excellent reception given to the new products launched in the watches 

segment, with the restyling of the Diagono line, there was a fall of 3% (-6% at current exchange rates) in the 

watches category for the nine months; this decrease is amongst other things partly due to the absence of the 

Carbongold entry price line, for which sales were discontinued in 2007. 

Turnover in the accessories category, in the first nine months, fell by -2% (-4% at current exchange rates). In 

the third quarter of 2008 the change in this segment is -16% (-17% at current exchange rates), although this 

should be compared to the rise of 38% achieved in the corresponding quarter of the previous year. If, 

however, the performance of the directly managed stores is considered, then there has been significant, 

double digit, growth in this category, in both the quarter and the nine months as a whole, consistent with the 

business strategy adopted last year. 

The extraordinary success of the Perfumes Division continued with growth in the third quarter reaching 15% 

at comparable exchange rates (+11% at current exchange rates), taking turnover for the nine months to 168.7 

million euros, an increase of 21% (+16% at current exchange rates). The new line Aqua Pour Homme 

Marine was launched in the first part of the year, encountering considerable success, while the new 

fragrance Jasmin Noir was presented during the quarter, receiving an excellent welcome. 

The Hotel&Resorts Division made a contribution of 4.1 million euros to turnover in the third quarter of the 

year, a rise of 24% over the corresponding period of 2007, with growth in the Division for the full nine 

months reaching 39%. 

 

 

Table 1 below sets out revenues by product type for the third quarter of 2008, in absolute terms and as a 

percentage of total revenues, together with the changes at current and comparable exchange rates over the 

same period of the previous year. 
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TABLE 1 

BULGARI GROUP 

REVENUES BY PRODUCT TYPE  – THIRD QUARTER 

 
 

Table 2 below sets out revenues by product type for the nine months ended 30 September 2008, in absolute 

terms and as a percentage of total revenues, together with the changes at current and comparable exchange 

rates over the same period of the previous year and over 2007 as a whole. 

 

TABLE 2 

BULGARI GROUP 

REVENUES BY PRODUCT TYPE  – CUMULATIVE AT 30 SEPTEMBER AND TOTAL 2007 

 
Operating earnings by sector are reported in the notes. 
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REVENUES BY GEOGRAPHICAL AREA 

 

There has been a general slowing down of sales in all geographical areas as a consequence of the world 

financial market crisis and its repercussions on the demand for goods and services. 

There was a fall of 8% in Italy in the first nine months of 2008 compared to the corresponding period in 

2007. This performance goes in the reverse direction to the positive trend seen throughout the rest of 

Europe, where sales rose by 6% and where all countries made a contribution. 

Sales in America decreased by 6% at comparable exchange rates in the first nine months of 2008. This result 

was however affected, as noted earlier, by the exceptional sales of high jewellery made in the corresponding 

period in 2007; excluding those sales, the area performed positively with growth approaching double digits. 

Turning to Asia (+9%) sales in Japan fell during the quarter as the result of lower sales in the third party 

channel and modest growth in the retail channel, taking the result for the first nine months to an increase of 

2%. 

The rest of Asia confirmed the trend in sales growth (+7% at comparable exchange rates compared to +39% 

in the corresponding quarter of 2007). There was overall growth of 18% in this area during the full nine 

months, in which the exceptional performance of the Chinese market and of the directly managed stores in 

general should be highlighted. 

There was growth too in the Middle East, which rose by 9% at current exchange rates in the third quarter. 

 

 

Table 3 below sets out revenues by geographical area for the third quarter of 2008, determined on the basis 

of outlet market, in absolute terms and as a percentage of total revenues, together with the changes at current 

and comparable exchange rates over the same period of the previous year. 

 

TABLE 3 

BULGARI GROUP 

REVENUES BY GEOGRAPHICAL AREA  – THIRD QUARTER 

 

 
 

 

Table 4 below sets out revenues by geographical area for the nine months ended 30 September 2008, 

determined on the basis of outlet market, in absolute terms and as a percentage of total revenues, together 

with the changes at current and comparable exchange rates over the same period of the previous year and 

over 2007 as a whole. 
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TABLE 4 

BULGARI GROUP 

REVENUES BY GEOGRAPHICAL AREA  – CUMULATIVE AT 30 SEPTEMBER AND TOTAL 2007 

 

 
 

SIGNIFICANT EVENTS AT A GROUP LEVEL IN THE NINE MONTHS ENDED 30 SEPTEMBER 2008  
 

Bulgari Ireland Ltd. was incorporated on 28 February 2008. This company, having its registered office in 

Dublin and authorised share capital of 1,000,000 euros, is fully owned by Bulgari S.p.A. and will work 

alongside the currently existing distribution structures with the aim of improving the planning of the 

production and sales cycles and optimising logistical processes. 

 

Bulgari Qatar LLC was formed on 30 April 2008. This company, having its registered office in Doha and 

authorised share capital of QAR 8,230,612, is held as to 49% by Bulgari International Corporation N.V. 

and will be responsible for distribution activities in Qatar and managing the stores in that country. 

 

On 6 May 2008 Bulgari International Corporation N.V. purchased the residual capital of 50% of LB 

Diamonds S.a.r.l. (equal to CHF 1,250,000). 

On the same day the joint venture agreement between BIC and L.L.D. Diamonds Ltd. was terminated. 

 

Bulgari Kuwait WLL was formed on 30 June 2008. This company, having its registered office in Kuwait 

City and authorised share capital of Kwd 100,000, is held as to 49% by Bulgari International Corporation  

N.V. and will be responsible for distribution activities in Kuwait and managing the stores in that country. 

 

No treasury shares were held at 30 September 2008. 

 

There were no other significant events relating to the nine months ended 30 September 2008. 

 

 

SUBSEQUENT EVENTS 
  

In November Bulgari Global Operations SA purchased all of the shares held by Bulgari International 

Corporation N.V. in LB Diamond S.a.r.l.. Book value at 30 October 2008 was preferred for determining 

the transfer price since both companies, the buyer and the seller, are directly or indirectly controlled by 

Bulgari International Corporation N.V.. 
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Other information 

 

Key elements of the adaptation plan as per articles 36 and 39 of the market regulations 

Bulgari S.p.A. has drawn up an adaptation plan to satisfy the requirements of article 39 of the Consob 

Market Regulations referring to the “Conditions for the listing of the shares of companies controlling 

companies established and regulated by the laws of states not belonging to the European Union” as per 

article 36 of the Regulations (issued to implement article 62, paragraph 3-bis of Legislative Decree 

no.58/98 as amended on 25 June 2008 with Resolution no. 16530). 

This plan identifies the scope of application within the Bulgari Group of the specific requirements, and for 

each of the conditions set out by article 36 describes the implementation status at the present time and, 

where necessary, the steps that the Group plans to take in this respect, together with the related timing.  

 

The principal elements of the plan are as follows. 

 

- Ten subsidiaries based in 4 different countries which are not members of the European Union are 

considered significant pursuant to paragraph 2 of article 36 and fall within the scope of application 

of the measure. 

- The administrative, accounting and reporting systems currently in place in the Bulgari Group 

already enable the companies falling within the scope as stated above to satisfy the requirements 

of the regulations, in terms of making available to the public the financial statements prepared for 

the Group’s consolidated financial statements and as regards the suitability of the system for 

providing both management and the Parent Company’s auditors on a regular basis with the 

information required to prepare the consolidated financial statements. 

- As concerns the requirement to obtain the bylaws from these companies and the composition and 

powers of their corporate bodies, the Parent Company already has continuous access to details of 

the composition of the corporate bodies of all of its subsidiaries and the positions held, as well as a 

copy of the latest versions of their bylaws. A process has been started to collect copies of the 

formal documents relating to the bylaws and the delegation of powers, and to file these centrally, 

and a procedure is being completed which will ensure that these will then be regularly updated. 

- In terms of the requirement for the Parent Company to check information flow to the central 

auditor, needed as part of the procedures for the audit of the Parent’s annual and interim financial 

statements, it is considered that the present process for communicating with the auditor, which is 

distributed across the various levels of the corporate control chain and is active throughout the 

whole year, functions effectively. 

 

Organisational, management and control model pursuant to Legislative Decree no. 231/01 

An updated version of the organisational, management and control model was approved during the first nine 

months of 2008 which incorporates the regulatory changes introduced by Law no. 123/2007 (“Manslaughter 

and serious or extremely serious injury arising from the violation of the regulations to avoid accidents at 

work and to safeguard health and safety in the workplace”) and Legislative Decree no.231/2007, which 

extended the regulations to money-laundering offences. 

The Supervisory Body has met four times and reported on its work to the Board of Directors and the Internal 

Control Committee. 

 

Transactions with Group companies and related parties 

Bulgari S.p.A. has its registered office in via Lungotevere Marzio 11, Rome, is the Parent Company and has 

a share capital of 21.0 million euros. 

 

Bulgari S.p.A. is the owner of the BVLGARI trademark and its main activities are as follows: 
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• purchasing equity holdings and granting loans to Group companies;  

• commercial exploitation associated with the use of the BVLGARI name and trademark;  

• technical, financial and administrative coordination of the companies in which investments are held; 

• the invention, design and creation of articles of jewellery, gold jewellery, watches, perfumes, 

cosmetics, silk and leather accessories and porcelain, silver and crystal items. 

 

Bulgari S.p.A. maintains business relations, governed by specific agreements relating to the licensing of 

the BVLGARI trademark, with the various subsidiaries that manufacture and distribute BVLGARI brand 

products.  

In addition, the Parent Company also maintains business relations with subsidiaries, likewise governed by 

specific agreements, relating to the provision of technical, legal, fiscal, administrative, commercial, 

financial and ICT services.  

The Parent Company also performs a financial role with Group companies by providing centralised 

treasury management services. 

 

Transactions between Group companies relating to the sale of goods, the provision of services and 

financial activities are carried out under market conditions, taking into account the characteristics of the 

transactions. The procedure at Group level which governs related party transactions was approved by the 

Board of Directors on 7 March 2007.  

  

No abnormal or unusual transactions or significant non-recurring transactions were carried out in the 

period, as these are defined by Consob in Communication no. DEM/6064203 of 28 July 2006. 

 

Details of related party transactions, and the percentages that commercial and financial transactions 

between Bulgari S.p.A. and other Group companies represent, are reported in the notes to the interim 

financial statements at 30 September 2008 as required by the Consob Communication no. DEM/6064293 

of 28 July 2006.  

 

Research and development activities 

The Bulgari Group carries out research and development activities relating to the invention, creation and 

development of new products within all its product types, and namely jewellery, watches, accessories, 

perfumes and cosmetics. 

 

Other information 

For information regarding details of financial instruments and policies for the hedging of risks, reference 

should be made to the details provided in the notes to the interim consolidated financial statements at 30 

September 2008. 

 

OUTLOOK FOR 2008 
 

The results achieved by Bulgari in the third quarter inevitably reflect the economic crisis currently in course 

and the consequent reduction in purchasing tendency, a crisis which has hit all sectors at a world level and 

which continued to have repercussions in October. 

Despite this, the Group is firmly determined to confirm and defend the long-term strategies adopted until 

now to enhance the strength and appeal of its brand, the top quality level of its products and the necessary 

defence of its key markets, though as part of a cost containment policy whose aim is to arrive at further 

improvements in efficiency in the medium term. It is therefore realistic, in what continues to be a 

tumultuous economic climate and in view of the difficulty in making forecasts regarding future 

developments, to assume that the increase in revenues for the current year will be lower than that originally 

planned and as a consequence to expect that there will be a significant reduction in both net profit and 

operating profit compared to the previous year. 

 

Bulgari S.p.A. 
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Managing Director 
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Bulgari Group 

Consolidated income statement for the third quarter of 2008 

€/000 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

18 

Bulgari Group 

Consolidated balance sheet at 30 September 2008 
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Bulgari Group 

Consolidated cash flow statement for the nine months ended 30 September 2008 

€/000 
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Bulgari Group 

Interim management statements at 30 September 2008  

 

SIGNIFICANT ACCOUNTING PRINCIPLES AND POLICIES 

 

Bulgari S.p.A. (referred to in the following as the “Parent Company”) is a company having its 

registered office in Italy and its domicile in Via Lungotevere Marzio 11, Rome. The interim 

consolidated financial statements at 30 September 2008 include the results of the Parent Company 

and its subsidiaries and joint ventures (together referred to as the “Group”). The financial 

statements used in preparing these consolidated financial statements are those prepared by the 

Directors of the individual Group companies. 

These interim management statements were authorised for publication by the Board of Directors 

on 13 November 2008. 

 

(a) Statement of compliance 

 

The Bulgari Group prepares its annual consolidated financial statements in accordance with 

international accounting standards (International Accounting Standards (IAS) or International 

Financial Reporting Standards (IFRS)) and the related interpretations issued by the International 

Financial Reporting Interpretations Committee (IFRIC) and the Standing Interpretations 

Committee (SIC), as adopted by the European Commission (also referred to in the following 

overall as “IFRS”), and with the provisions issued to implement article 9 of Legislative Decree no. 

38/2005. Following the introduction of European Community Regulation no. 1606 of 19 July 

2002, and on the basis of the requirements of article 81 of the Regulations for Issuers as amended 

by the “transparency directive” introduced into Italian legislation by Legislative Decree no. 195 of 

6 November 2007, the Bulgari Group has prepared its interim consolidated financial statements at 

30 September 2008 in accordance with International Accounting Standard 34 Interim Financial 

Reporting. 

These unaudited interim consolidated financial statements may not include all the disclosures 

required in the preparation of annual financial statements and should be read together with the 

consolidated financial statements for the year ended 31 December 2007. 

 

 

(b) Accounting principles 

 

Reference should be made to the accounting principles used for the preparation of the consolidated 

financial statements at 31 December 2007 for details of those used in the preparation of these 

interim consolidated financial statements. 

  

Certain measurement processes, in particular those of a more complex nature, such as those to 

determine whether fixed assets have been impaired, are generally only carried out fully during the 

preparation of the annual financial statements, when all the information required in this respect is 

available, unless there is any indication that an asset may be impaired, in which case an immediate 

assessment is made as to whether there any impairment losses. 

In the same manner the actuarial valuations required for making calculations connected with 

employee benefit plans are performed during the preparation of the year end financial statements. 

 

 

c) Recently issued accounting standards and interpretations (as approved at 13 

November 2008)  

 

(i) applied during the period 
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On 13 October 2008 the IASB issued amendments to IAS 39 Financial Instruments: Recognition 

and Measurement and IFRS 7 Financial Instruments: Disclosures that permit an entity to 

reclassify certain non-derivative financial instruments out of the “fair value through profit or loss” 

category in particular circumstances. The amendments also permit an entity to transfer loans and 

receivables from the “available-for-sale” category to the “held-to-maturity” category if the entity 

has the intention and ability to hold such instruments for the foreseeable future. The amendments 

are applicable from 1 July 2008, although adoption did not have any effect on these interim 

consolidated financial statements as the Group did not make any of the reclassifications permitted. 

 

(ii) not applied early or not yet applicable 

 

- in July 2008 the IASB issued an amendment to IAS 39 Financial Instruments: Recognition 

and Measurement which must be applied retrospectively from 1 January 2010. The 

amendment clarifies how the existing principles underlying hedge accounting should be 

applied in particular situations. At the date of this report the competent bodies of the 

European Union had not yet completed their process for adopting the amendment; 

- in July 2008 the IFRIC issued interpretation IFRIC 16 Hedges of a Net Investment in a 

Foreign Operation. The interpretation clarifies that the presentation currency does not 

create an exposure to which an entity may apply hedge accounting and that consequently a 

parent entity may designate as a hedged risk only the foreign exchange differences arising 

from a difference between its own functional currency and that of its foreign operation; the 

interpretation also clarifies that on disposal of the net investment in foreign currency, while 

IAS 39 Financial Instruments: Recognition and Measurement must be applied to determine 

the amount that needs to be reclassified to profit or loss from the foreign currency 

translation reserve in respect of the hedging instrument, IAS 21 The Effects of Changes in 

Foreign Exchange Rates must be applied in respect of the hedged item. The interpretation is 

effective from 1 January 2009. At the date of this report the competent bodies of the 

European Union had not yet completed their process for adopting the interpretation; 

- in February 2008 the IASB issued amendments to IAS 32 Financial Instruments: 

Presentation and to IAS 1 Presentation of Financial Statements - Puttable Financial 

Instruments and Obligations Arising on Liquidation. In particular, these amendments require 

puttable financial instruments and instruments that impose on an entity an obligation to 

deliver to another party a pro rata share of the net assets of the entity, to be classified as 

equity instruments. These amendments are effective from 1 January 2009. At the date of this 

report the competent bodies of the European Union had not yet completed their process for 

adopting these amendments; 

- in January 2008 the IASB issued an amendment to IFRS 2 Share-based Payment: Vesting 

Conditions and Cancellations which is effective from 1 January 2009; the amendment 

clarifies that service conditions and performance conditions are the only conditions that 

need to be satisfied for the counterparty to become entitled to receive equity instruments 

under a share-based payment agreement. At the date of this report the competent bodies of 

the European Union had not yet completed their process for adopting this amendment; 

- in January 2008 the IASB issued a revised version of IFRS 3 Business Combinations and an 

amended version of IAS 27 Consolidated and Separate Financial Statements. The main 

changes that revised IFRS 3 will make to existing requirements are the elimination of the 

need to measure every asset and liability at fair value at each step in a step acquisition. In 

these cases goodwill is measured as the difference at acquisition date between the value of 

any investment in the business held before the acquisition, the consideration transferred and 

the net assets acquired. Moreover, for a business combination in which the acquirer achieves 

control without purchasing all of the acquiree, the remaining (non-controlling) equity 

interests are measured either at fair value or by using the method already provided in IFRS 

3. The revised IFRS 3 also requires acquisition-related costs to be recognised as expenses 

and the acquirer to recognise the obligation to make an additional payment (contingent 
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consideration) as part of the business combination. In the amended version of IAS 27, the 

IASB has added a requirement specifying that changes in a parent’s interest in a subsidiary 

that do not result in the loss of control must be accounted for as equity transactions and 

recognised within equity. Moreover, when a parent loses control of a subsidiary but retains 

an ownership interest it must initially measure any retained investment at fair value and 

recognise any gains or losses resulting from the loss of control in profit or loss. Finally, the 

amendment to IAS 27 requires losses pertaining to non-controlling interests to be allocated 

to non-controlling interest equity, even if this results in the non-controlling interest having a 

deficit balance. The new rules will apply prospectively from 1 January 2010. At the date of 

this report the competent bodies of the European Union had not yet completed their process 

for adopting the revised and amended standards; 

- in November 2006 the IASB issued IFRS 8 Operating Segments which will become 

effective (and therefore applicable to the Group) on 1 January 2009 and which will replace 

IAS 14 Segment Reporting. The new standard requires an entity to base the information 

provided in segment reporting upon the components of the entity that management uses to 

make decisions about operational matters and therefore to identify these operating segments 

on the basis of internal reporting. Adopting this standard will have no effect on the 

measurement of items in the financial statements; 

- in September 2007 the IASB issued a revised version of IAS 1 Presentation of Financial 

Statements which is effective for annual periods beginning on or after 1 January 2009. The 

revised standard requires an entity to present changes in its equity resulting from 

transactions with owners in a statement of changes in equity. All non-owner changes are 

required to be presented either in a single statement of comprehensive income or in two 

separate statements. At the date of this report the competent bodies of the European Union 

had not yet completed their process for adopting this revised standard; 

- in July 2007 the IFRIC issued interpretation IFRIC 13 Customer Loyalty Programmes which 

is effective for annual periods beginning on or after 1 July 2008. The interpretation 

establishes the way in which obligations arising on the granting of loyalty award credits to 

customers on the sale of goods or services are to be accounted for. At the date of this report 

the competent bodies of the European Union had not yet completed their process for 

adopting this interpretation; 

- in July 2007 the IFRIC issued interpretation IFRIC 14 IAS 19 – The Limit on a Defined 

Benefit Asset, Minimum Funding Requirements and their Interaction which became 

effective on 1 January 2008. The interpretation provides general guidance on how to assess 

the limit in IAS 19 on the amount of the surplus that can be recognised as a plan asset and 

also provides an explanation of the accounting consequences if there is a statutory or 

contractual minimum funding requirement. At the date of this report the competent bodies of 

the European Union had not yet completed their process for adopting this interpretation; 

- in March 2007 the IASB issued a revised version of IAS 23 Borrowing Costs. In this new 

version the option has been removed of immediately recognising as an expense borrowing 

costs that relate to assets that normally take a substantial period of time to get ready for use 

or sale. The new standard is effective from 1 January 2009. At the date of this report the 

competent bodies of the European Union had not yet completed their process for adopting 

this revised standard. 

 

 

(d)     Translation of foreign currency financial statements 

 

The rates of exchange between the euro and the currencies of those countries which have not 

adopted the single currency are as follows:  

 

 30/09/2008  

 

31/12/2007 

 

30/09/2007 
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Currency 

Income 

Statement  

Balance 

Sheet  

Income 

Statement  

Balance 

Sheet 

 Income 

Statement  

Balance 

Sheet 

            

USD 1.5217  1.4303  1.3705   1.4721  1.3444  1.4179 

YEN 161.0364  150.4700  161.2526  164.9300  160.3884  163.5500 

CHF 1.6082  1.5774  1.6427  1.6547  1.6371  1.6601 

GBP 0.7820  0.7903  0.6843  0.7334  0.6765  0.6968 

SGD 2.1153  2.0439  2.0636  2.1163  2.0493  2.1066 

HKD 11.8658  11.1124  10.6912  11.4800  10.4998  11.0055 

AUD 1.6686  1.7739  1.6348  1.6757  1.6373  1.6073 

MYR 4.9519  4.9238  4.7076  4.8682  4.6561  4.8315 

DKK 7.4576  7.4611  7.4506  7.4583  7.4491  7.4544 

TWD 47.1836  46.1529  45.0252  47.2833  44.3822  46.5059 

KRW 1,542.6356  1,726.3000  1,272.9900  1,377.9600  1,252,5645  1,297.5900 

CNY 10.6263  9.7954   10.4178  10.7524  10.3014  10.6429 

THB 49.3325  48.4730  44.2140  43.8000  43.9322  45.0630 

MOP 12.1800  11.4111  11.0124  11.7086  10.8188  11.3904 

PAB 1.5217  1.4303  1.3705  1.4721  -  - 

QAR 5.6040  5.1944  -  -  -  - 

KWD 0.4073  0.3809  -  -  -  - 
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1. Acquisition/establishment and disposal of companies 

 

Bulgari Ireland Ltd. was incorporated on 28 February 2008. This company, having its 

registered office in Dublin and authorised share capital of 1,000,000 euros, is fully owned 

by Bulgari S.p.A.. and will work alongside the currently existing distribution structures with 

the aim of improving the planning of the production and sales cycles and optimising 

logistical processes. 

 

Bulgari Qatar LLC was formed on 30 April 2008. This company, having its registered office 

in Doha and authorised share capital of QAR 8,230,612, is held as to 49% by Bulgari 

International Corporation N.V. and will be responsible for distribution activities in Qatar 

and managing the stores in that country. 

 

On 6 May 2008 Bulgari International Corporation N.V. purchased the residual capital of 

50% of LB Diamonds S.a.r.l. (equal to CHF 1,250,000). 

On the same day the joint venture agreement between BIC and L.L.D. Diamonds Ltd. was 

terminated. 

 

Bulgari Kuwait WLL was formed on 30 June 2008. This company, having its registered 

office in Kuwait City and authorised share capital of Kwd 100,000, is held as to 49% by 

Bulgari International Corporation  N.V. and will be responsible for distribution activities in 

Kuwait and managing the stores in that country. 

 

Information regarding the scope of consolidation may be found in note 28.  

 

2.  Revenues 

               

 Thousands of euros   Q3 2008  Q3 2007  30/09/2008 30/09/2007 

           

 Net sales    252,875  253,309  750,574  730,519 

 Royalties    2,880  3,635  10,753  11,330 

 Other revenues   394  488  1,190  2,590 

           

    256,149  257,432  762,517  744,439 

 

Reference should be made to note 21“Segment information” and the Report of the Board 

of Directors on the Group’s operations for an analysis of revenues by product type and by 

geographical area. 

 

3.  Cost of sales 

 

Cost of sales of 264,047 thousand euros for the nine months ended 30 September 2008 

(266,801 thousand euros for the nine months ended 30 September 2007) consists of the cost 

of production or purchase of products and goods which have been sold. In particular, it 

includes the cost of materials and transformation, general expenses directly related to 

production, the depreciation and amortisation of plant and machinery and intangible assets 

associated with production and write-downs of inventory. This item includes income of 

7,166 thousand euros arising from hedging gold prices (822 thousand euros for the nine 

months ended 30 September 2007). 
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4. Operating expenses, net 

 

 Thousands of euros  Note Q3 2008  Q3 2007  30/09/2008 30/09/2007 

           

 Personnel costs   21 47,417  42,686  140,769  124,142 

 Variable selling expenses    11,789  11,525  33,778  32,438 

 Other selling, general and 

administrative expenses 

  53,708  43,933  156,272  134,989 

 Advertising and promotion 

expenses 

  25,384  21,480  87,572  76,817 

    138,298  119,624  418,391  368,386 

 

Personnel costs relate to both selling and administrative functions. 

 

 Variable selling expenses 

 

 Thousands of euros  Note Q3 2008  Q3 2007  30/09/2008 30/09/2007 

      

 Credit card commissions   1,203  1,061  3,642  3,478 

 Intermediaries’ fees   2,370  2,152  6,120  5,540 

 Transport expenses   3,535  3,281  10,802  9,494 

 Sales commissions  21 1,777  2,046  5,026  5,740 

 Other   2,904  2,985  8,188  8,186 

           

    11,789  11,525  33,778  32,438 

 

 Other selling, general and administrative expenses 

 

 Thousands of euros   Q3 2008  Q3 2007       30/09/2008       30/09/2007 

           

 Rentals   19,157  15,471  55,278  45,414 

 Other operating expenses   9,157  8,083  27,673  24,771 

 Other general expenses, 

net 

  25,394  20,379  73,321  64,804 

           

    53,708  43,933  156,272  134,989 

 

5. Financial income (expense) 

 

 Interest income  

 

 Thousands of euros   Q3 2008  Q3 2007  30/09/2008  30/09/2007 

           

 Dividend income from third 

parties 

  -  -  -  507 

 Bank interest income   31  147  300 440 

 Interest income from the public 

administration 

  62  46  191 123 

 Premium income on hedging 

activities 

  1,317  602  3,111 1,881 

 Other   43  57  132 172 

           

    1,453  852  3,734  3,123 
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   Interest expense  

 

 Thousands of euros   Q3 2008  Q3 2007  30/09/2008  30/09/2007 

           

 Bank interest expense   (23)  (8)  (126)  (117) 

 Loan interest expense   (3,338)  (2,104)  (7,524)  (4,220) 

 Premium expense on hedging 

activities 

  (1,525)  (1,835)  (5,818)  (5,259) 

 Other   (16)  (28)  (39)  (71) 

           

    (4,902)  (3,975)  (13,507)  (9,667) 

 

Other financial income (expense) 

 

 Thousands of euros  Note Q3 2008  Q3 2007  30/09/2008  30/09/2007 

           

 Financial discount and 

allowance income 

  120  125  309   215 

 Gains on the sale of equity 

investments 

Financial discount and 

allowance expense 

  - 

 

(127) 

 - 

 

(163) 

 - 

(462)

 350 

(512)

 Bank commissions and 

charges 

  (186)  (236)  (579) (636)

 Actuarial losses on 

employees’ leaving 

entitlement (TFR) 

 21 (123)  (117)  (369) (350)

 Other   (44)  (34)  (123) (209)

           

    (360)  (425)  (1,224)  (1,142) 

 

6. Taxation 

 

 Thousands of euros  Note Q3 2008  Q3 2007  30/09/2008  30/09/2007 

           

 Current taxation   3,429  3,378  10,506  8,126 

 Deferred tax income and 

expense 

 12  

(1,168) 

  

920 

  

(8,206) 

  

149 

 Prior year taxation                  268                  774  326               946 

           

    2,529  5,072  2,626  9,221 

 

Bulgari S.p.A. and the other Italian companies of the Group have made the election permitted 

under article 1, paragraph 48 of the 2008 Finance Law (“affrancamento fiscale”) to align book and 

tax values differing as the result of off-book deductions recognised solely for fiscal purposes in 

prior years. 

As a consequence of this, deferred tax liabilities of 6,093 thousand euros have been released to 

income and current taxes of 2,720 thousand euros have been charged as a substitute tax. 
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7. Property, plant and equipment  

 

Property, plant and equipment and changes for the period are set out as follows: 

 

Description 

Opening 

cost  

31/12/07 

Opening    

acc.      

deprec. 

Opening 

net book 

value 

31/12/07 

Purchases 
Deprec. 

charge 

Other 

changes, 

net 

Final    

cost 

30/09/08 

Closing 

acc. 

deprec. 

Closing 

net book 

value 

30/09/08 

           

Land and buildings 23,668 (7,609) 16,059 1,499 (1,320) 271 25,495 (8,986) 16,509

Plant and machinery 28,751 (19,216) 9,535 3,660 (2,934) 7,191 40,237 (22,785) 17,452

Equipment 19,650 (13,321) 6,329 1,163 (1,437) 342 21,647 (15,250) 6,397

Furniture and off. mach. 116,583 (74,017) 42,566 13,634 (11,304) 2,753 134,981 (87,332) 47,649

Motor vehicles 249 (245) 4 - (2) - 258 (256) 2

Leasehold improvements 141,700 (65,970) 75,730 12,528 (11,997) 3,611 157,156 (77,284) 79,872

Construction in progress 

and advance payments 10,760 - 10,760 7,535 - (10,404) 7,891 - 7,891

  

TOTAL 341,361 (180,378) 160,983 40,019 (28,994) 3,764 387,665 (211,893) 175,772

 

The increases for the period in “Furniture and office machines” and “Leasehold 

improvements” relate mainly to investments made for the renovation or opening of new 

stores, including those in Georges V (France), Atlanta (United States), Doha (Qatar) and 

Pacific Place (Hong Kong). 

 

Increases additionally include investments in computer hardware and investments in 

window displays for use by the third party distribution network for the exposition of 

BVLGARI products. 

 

The increase in “Construction in progress and advance payments” consists of investments 

regarding the renewal or opening of new stores, including those in Melbourne (Australia), 

Short Hills and San Francisco (United States) and Union Square (Hong Kong), investments 

in the new offices in Rome and investments for distributor displays currently under 

construction and relating to the distribution of BVLGARI products. 

 

No information had been received from Group companies at 30 September 2008 as to the 

existence of any idle fixed assets or of any fully depreciated property, plant and equipment 

still in use and having a significant value. 

 

There were no charges on property, plant and equipment at 30 September 2008 securing 

any of the Group’s liabilities. 

 

 

8. Other intangible assets  

 

The composition of and changes in “Other intangible fixed assets” are as follows: 
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The increase in “Industrial patents and intellectual property rights” consists mostly of 

expenditure incurred for the purchase of software. 

 

 

9. Equity investments and other non-current financial assets   

 

 Thousands of euros   30/09/2008  31/12/2007 

       

 Investments in other companies   12,692 11,090

 Other non-current financial assets   32,319  29,146 

       

    45,011  40,236 

       

 

Investments in other companies 

 

 Thousands of euros  Opera 

Partecipations  

S.c.a. 

Opera 

Partecipations 2 

S.c.a. 

Opera Sgr Opera 

Management 

Total 

        

 At 31/12/2007  10,736 202 138 14 11,090 

        

 Increases  - 1,602 - - 1,602 

 Decreases  -  - - - 

        

 At 30/09/2008  10,736 1,804 138 14 12,692 

 

 

The increase of 1,602 thousand euros refers to capital payments made during the period with 

the purpose of financing acquisitions of investments in companies identified from time to 

time by the fund manager Opera Management. 

 

 

 

 

 

Description  

Opening 

cost 

31/12/07 

Opening 

acc.    

amort. 

Opening 

net book 

value 

31/12/07 

Increases Amort. 

Other 

changes,  

net 

Closing 

cost 

30/09/08 

Closing 

acc.   

amort. 

Closing 

net book 

value 

30/09/08 

                    

Development costs 11,177 (8,263) 2,914 2,028 (1,112) 1,038 14,600 (9,732) 4,868

Industrial patents and 

intellectual property rights 73,101 (43,379) 29,722 9,723 (7,342) 1,012 83,651 (50,536) 33,115

Concessions, trademarks and 

patents 3,460 (2,468) 992 20 (24) (904) 149 (65) 84

Assets under formation 13,124 - 13,124 825 - (5,823) 8,126 - 8,126

Deferred charges  32,265 (5,800) 26,465 - (1,249) 5,233 37,292 (6,843) 30,449

     

TOTAL 133,127 (59,910) 73,217 12,596 (9,727) 556 143,818 (67,176) 76,642
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Other non-current financial assets 

 

 Thousands of euros   30/09/2008 31/12/2007 

       

 Other non-current financial assets       

       

   Guarantee deposits    32,257  29,103 

   Insurance funds    56  37 

   Other   6  6 

       

    32,319  29,146 

 

The largest balance included in guarantee deposits is an amount of 20,377 thousand euros 

(18,587 thousand euros at 31 December 2007) consisting of deposits paid for the rental of 

premises, located mainly in Japan.  

 

10. Other non-current assets 

 

 Thousands of euros   30/09/2008 31/12/2007 

      

 Non-current financial receivables   1,451  1,368

 Other non-current assets   10,176 10,000

 Deferred tax assets   29,116 22,750

     

    40,743  34,118 

 

   Non-current financial receivables 

 

Non-current financial receivables are all due from related parties and represent the portion not 

eliminated on consolidation (of 35%) of subordinated long-term loans made to Bulgari Hotels 

and Resorts B.V., for an amount of 316 thousand euros, and to Bulgari Hotels & Resorts 

Milano S.r.l., for an amount of 573 thousand euros, both consolidated using the proportionate 

method. These loans are repayable in April 2027 and bear interest charged on a quarterly 

basis at EURIBOR +3%.  

This item additionally includes an amount of 886 thousand Swiss francs representing the 

portion not eliminated on consolidation (of 50%) of a long-term loan made by Bulgari Global 

Operations S.A. to Cadrans Design S.A.. This loan is repayable in March 2017 and bears 

interest at 3.5%. 

 

    Other non-current assets 

 

 Thousands of euros   30/09/2008 31/12/2007 

      

 Other non-current assets:      

 Other non-current tax receivables    9,911  9,735 

 Other   265  265 

    10,176 10,000

       

 

Deferred taxation 

 

Details of deferred taxation are set out in the following table, with a description of the items 

which generate the principal temporary differences:  
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(Thousands of euros) 

At   

31/12/2007 
Increases Decreases 

Other 

changes 

At   

30/09/2008 

      

Elimination of interco. profits 14,149 308 - 527 14,984 

Fixed assets 1,993 229 - 182 2,404 

Other accruals 6,608 5,135 (421) 406 11,728 

Deferred tax assets 22,750 5,672 (421) 1,115 29,116 

Accelerated depreciation (5,692) (41) 4,856 (7) (884) 

Undistributed profits (6,333) (2,431) - - (8,764) 

Inventory obsolescence provision (6,566) (1,003) - (361) (7,930) 

Tax clean-up (509) - 509 - - 

Employee benefit obligations (1,003) - 673 - (330) 

Provision for bad debts (945) - 393 (31) (583) 

Other accruals (437) (1) - (85) (523) 

Deferred tax liabilities (21,485) (3,476) 6,431 (484) (19,014) 

      

Total deferred taxation 1,265 2,196 6,010 631 10,102 

 

The increase in deferred tax assets mainly relates to the recognition of assets of 3,925 thousand 

euros by Bulgari S.p.A. on accumulated tax losses calculated on the basis of the national tax 

consolidation. 

 

The decrease in deferred tax liabilities is mainly connected with the election made by the Italian 

companies for the “affrancamento fiscale” discussed earlier (6,093 thousand euros). 

 

11. Other current assets  

 

Thousands of euros   30/09/2008 31/12/2007 

      

Current financial assets   931 12,804

Other current assets   72,521 59,264

      

   73,452 72,068 

 

Current financial assets 

 

Current financial assets include the effect of currency and gold price hedging. 

 

12. Cash and cash equivalents 

 

Cash and cash equivalents, for which there is no restriction on use, are made up as follows: 

 

 Thousands of euros   30/09/2008 31/12/2007 

       

 Bank deposits   31,350  28,524 

 Cash and cheques   1,330  1,661 

 Overdrafts   (24,776)  (8,504) 

       

    7,904  21,681 
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The average rate of interest paid by banks at 30 September 2008 on short-term deposits and 

current accounts in which available funds are held in various currencies was approximately 

1.5 %.    

The book value of “Cash and cash equivalents” is in line with their fair value at the balance 

sheet date. 

    
13. Shareholders’ equity 

  

 There have not been any significant changes in equity items in the third quarter. 

 

14. Earnings per share 

 

Basic earnings per share 

 

The computation of basic earnings per share has been made by considering earnings 

attributable to ordinary shareholders of 77,175 thousand euros (99,107 thousand euros for 

the period ended 30 September 2007) and a weighted average number of 299,894 thousand 

shares outstanding during the period, calculated in the following manner:  

 

 Thousands of euros  30/09/2008 30/09/2007 

      

 Ordinary shares at 1 January  300,294  299,574 

 Treasury shares at 1 January  (800)  - 

 Shares sold during the period   800  - 

 Issue of new shares  -  637 

 Ordinary shares at 30 September excluding treasury shares  300,294  300,211 

      

 Weighted average of ordinary shares  299,894  299,892 

 

Diluted earnings per share 

 

The computation of diluted earnings per share has been made by considering earnings 

attributable to ordinary shareholders of 77,175 thousand euros (99,107 thousand euros for 

the period ended 30 September 2007) and a weighted average number of 303,677 shares 

outstanding during the period, calculated in the following manner: 

 

 Thousands of euros  30/09/2008 30/09/2007 

      

 Weighted average of ordinary shares  299,894  299,892 

      

 Dilutive effect of option rights  3,783  4,410 

      

 Weighted average of ordinary shares (diluted)  303,677  304,302 

 

15. Other non-current liabilities 

 

Information relating to the contractual terms of Group loans and other financing is provided in 

the following. 
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 Thousands of euros Note  30/09/2008 31/12/2007 

       

 Other non-current liabilities    2,199  2,295 

 Other non-current financial payables   3,321  2,906 

 Deferred tax liabilities  9  19,014  21,485 

       

    24,534  26,686 

      

Other non-current liabilities 

 

 Thousands of euros   30/09/2008 31/12/2007 

       

 Non-current liabilities:    

 Other non-current payables    2,184  2,216 

 Deposits   15  79 

    2,199  2,295 

 

Other non-current financial payables 

 

 Thousands of euros 

     

 Balance at 

30/09/2008 

Expiry                     

date 
Interest rate Amount in currency 

     

 2,011 2027 Euribor + 3% 2,011,266 euros 

 1,089 2027 Euribor + 3% 1,088,627 euros 

 221 

 

2011 9.28% 348,339 Chf 

 3,321    

 

The loans in euros relate to Bulgari Hotels and Resorts Milano S.r.l. (2,011 thousand euros) 

and Bulgari Hotels and Resorts B.V. (1,089 thousand euros). The loan in Swiss francs relates 

to H. Finger AG. 

 

16. Other current liabilities  

 

 Thousands of euros   30/09/2008 31/12/2007 

       

 Current financial payables   8,048  1,935 

 Other current liabilities    68,149  55,892 

       

    76,197  57,827 

 

   Current financial payables 

 

“Other current financial payables” of 8,048 thousand euros consist entirely of payables for 

amounts arising from the hedging of currency, gold, interest rate and commodities risks. 

 

17. Current and non-current financial payables to banks 

 

Information relating to the contractual terms of Group loans and other financing is provided in 

the following. 
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 Thousands of euros   30/09/2008 31/12/2007 

       

 Current financial payables to banks   269,671  116,499 

       

 Non-current financial payables to banks   59,973  55,444 

       

  
Details by company of “Current financial payables to banks” are as follows: 

 
  

Thousands of euros 

 

Balance at 

30/09/2008 

 

Interest 

rate 

 

Balance at 

31/12/2007 

 

Interest 

rate 

 Bulgari S.p.A 139,000 5.11% 81,298 4.90% 

 Bulgari Japan Ltd. 75,862 1.12% 14,066 1.04% 

 Bulgari Global Operations S.A. 20,898 3.83% - - 

 Bulgari Commercial (Shanghai) Co. Ltd. 7,657 7.10% 2,558 5.83% 

 Bulgari (Thailand) 5,281 4.49% 5,571 4.88% 

 Bulgari (Taiwan) Ltd. 4,708 2.94% 3,411 2.81% 

 Bulgari Korea Ltd. 3,768 6.54% 4,209 6.20% 

 Bulgari Malaysia Sdn. 3,270 4.97% 1,356 4.90% 

 Prestige d’Or S.A. 3,234 3.32% 3,082 3.37% 

 Bulgari Australia Pty. Ltd. 2,676 8.00% - - 

 Bulgari South Asian Operations Pte Ltd. 2,446 1.89% - - 

 Cadrans Design S.A.  871 3.02% 787 3.26% 

 LB Diamonds & Jewelry S.a.r.l. - - 161 6.11% 

      

  269,671  116,499  

 
The following table provides details of “Non-current financial payables to banks” with a 

separate indication of the expiry date, the interest rate and the original balance in foreign 

currency: 

 

 Non-current financial payables to banks 

 

(Thousands of euros) 

     

 Balance at 

30/09/2008 

Expiry                           

date 
Interest rate Amount in currency 

  

Bulgari Japan Ltd. 

 

 

 

 

 

 

 

 13,292 2010 1.34% 2,000,000,000 Yen 

 9,969 2011 1.85% 1,500,000,000 Yen 

 9,969 2011 1.90% 1,500,000,000 Yen 

 9,969 2012 1.42% 1,500,000,000 Yen 

 6,646 2013 1.47% 1,000,000,000 Yen 

 3,323 2012 1.56% 500,000,000 Yen 

 3,323 2013 1.85% 500,000,000 Yen 

 1,329 2011 1.44% 200,000,000 Yen 

 996 2010 0.79% 150,000,000 Yen 

 

 

 

58,816 

 

 

 

 

 

8,850,000,000 Yen 
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Prestige d’Or S.A. 

 

   

 602 2010 2.50% 950,000 Chf 

 381 2010 3.40% 600,000 Chf 

 87 2012 3.05% 137,500 Chf 

 87 2012 3.05% 137,500 Chf 

 

 

 

1,157 

   

1,825,000 Chf 

  

 

   

 59,973    

     

 

The Group had no outstanding loan arrangements at 30 September 2008 containing negative 

pledges or covenants. 

 

18. Derivative financial instruments 

 

The following table sets out the nominal value and fair value of outstanding derivatives at 30 

September 2008, grouped by type.  

 

 

Thousands of euros Nominal value   Fair value     

  30/09/2008 31/12/2007   30/09/2008 31/12/2007   Diff. 

        

Cash flow hedge derivatives        

- Foreign exchange 217,578 196,060  (5,816) 5,015  (10,831) 

- Commodities 46,156 61,815  (219) 5,213  (5,432)  

Fair value hedge derivatives        

- Foreign exchange 290,245 277,220   (2,011) 2,779   (4,790) 

- Commodities 1,186 -  (28) -  (28) 

Trading derivatives (*)        

- Foreign exchange 68,001 29,606   (103) 722   (825) 

- Commodities - 5,995  - 553  (553) 

TOTAL 623,166 570,696  (8,177) 14,282  (22,459) 

 

(*) Although these arrangements have been entered with the objective of hedging they do not always 

qualify for hedge accounting under accounting standards, as discussed in the section “Significant 

accounting principles and policies”, and accordingly are classified as “trading”. 

 

Foreign exchange and commodity risk hedges 

The Group is exposed to the risk of fluctuations in rates of exchange with its functional 

currency. Its principal exposure is towards the Japanese yen and the US dollar. 

 

In order to reduce this risk, the net foreign currency exposure arising from trade receivables 

and payables and from estimated net cash flows in foreign currencies from forecast sales and 

purchases for the following 15 months, as determined from the annual budget and quarterly 

revisions, is held to an acceptable level by entering derivative contracts (principally “forward” 
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contracts and residually option contracts). The outstanding derivative contracts at 30 

September 2008 had terms not exceeding 15 months and the relative effects on the income 

statement will occur by June 2009. 

 

Interest rate hedges 

In order to limit its exposure to interest rate risk the Group uses hedging instruments which 

enable a certain percentage of the interest payable on debt to be converted from floating rate 

to fixed rate. This percentage is linked to borrowing requirements, the average life of the debt 

and the reference market (country and currency). There were no interest rate derivatives 

outstanding at 30 September 2008. 

 

Determination of  fair value 

 

Derivative contracts are measured at market value by using quoted prices or by discounting 

future cash flows and then comparing these to current market prices. The term market value 

refers to official fixings (by central banks and associations of banks) or quotations of financial 

intermediaries published by providers of financial information. Fair value calculation models 

also use these quotations as references. 

 

19. Employee benefits 

 

Personnel costs 

 

Personnel costs are set out as follows: 

 

 Thousands of euros  Note Q3 2008  Q3 2007 30/09/2008 30/09/2007 

           

 Wages and salaries    39,532  35,099  118,841  102,856 

 Social charges   8,511  7,816  26,143  23,407 

 Salesmen’s commissions   1,777  2,046  5,026  5,740 

 Charge for the 

employees’ leaving 

entitlement 

  38  913  61  1,380 

 Charges to other 

personnel provisions 

  1,165  370  3,353  875 

 Hiring and training   1,224  1,094  3,123  3,171 

 Other costs   2,910  2,405  8,537  7,644 

    55,157  49,743  165,084  145,073 

 Salesmen’s commissions   (1,777)  (2,046)  (5,026)  (5,740) 

 Recharges to cost of 

sales 

  (5,963)  (5,011)  (19,289)  (15,191) 

   4 47,417  42,686  140,769  124,142 

 

Employee benefit plans 

 

The liability for employee benefit plans amounts to 18,370 thousand euros. This one consists 

of liabilities for pension plans, other benefits and post-employment benefit plans. 

 

Share-based payments 

 

The Group has stock option plans which involve the Managing Director and certain categories 

of manager. 
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The options are granted at the average officially quoted price of the thirty days preceding the 

grant date. The vesting period is variable, ranging from nine months to four years. The options 

may be exercised within a period of a maximum of five years and six months from the date 

that they have vested. 

 

Since all the plans have similar characteristics the information provided below is presented in 

an aggregate manner. 

 

“Other costs” include costs of 1,376 thousand euros relating to all the stock options 

outstanding at 30 September 2008. This was calculated using a fair value of between 1.01 and 

2.56 euros per share in the manner described in the section “Accounting principles and 

policies” of the consolidated financial statements at 31 December 2007. 

 

The parameters used in the determination of this cost, namely the determination of the fair 

value of outstanding options at the grant date, were as follows: 

 

• Dividend yield: ……………….….…….…… from 2.73% to 9.09% 

• Stock price volatility: ……………....………. from 22% to 41% 

• “Risk free” interest rate: …………….…… ... from 3.8% to 4.8% 

• Average expected option waiting period: …... from 2.4 to 4.8 years  

 

In accordance with the decisions taken by shareholders in ordinary and extraordinary general 

meetings on 18 April 2008 and on the basis of the resolution adopted by the Board of 

Directors on 15 May 2008, on 11 September 2008 300,000 options were granted to the 

Managing Director which are exercisable from July 2009 and 300,000 options which are 

exercisable from July 2010, all at a price of 6.96 euros.  

In addition, at the same date certain members of management were granted 348,500 options 

exercisable from July 2009, 348,500 options exercisable from July 2010, 170,500 options 

exercisable from July 2011 and 170,500 options exercisable from July 2012, all at a price of 

6.96 euros. 

Furthermore, again on 11 September 2008, options were granted to replace those granted on 

20 June 2007 as follows: to the Managing Director 300,000 options exercisable from July 

2009 and 300,000 options exercisable from July 2010, all at a price of 6.96 euros; and to 

certain members of management 290,000 options exercisable from July 2009, 290,000 options 

exercisable from July 2010, 152,500 options exercisable from July 2011 and 152,500 options 

exercisable from July 2012, all at a price of 6.96 euros.  

 

The original options were replaced as the result of drastic changes in conditions in the 

financial markets compared to those existing during the period when they were initially 

granted.  

 

The settlement method used is the physical delivery of the shares, unaltered from that of the 

previously issued plans. 

 

Information relating to changes in stock option plans during 2008 is set out in the following 

table: 
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NOTE: (5) = (1)+(2)+(3)+(4) 

(*) Market price means the annual average for the number of options at (3), (4) and (5) and spot for (1), (2) and (6). 

 

The following tables provide an analysis of the exercise price band and residual term of the 

agreement, analysed between the Managing Director and other employees: 

 

 Residual term of agreement 

Price band < 2 years  > 2 years    

 M.D. Others Total  M.D. Others Total  Total 

<= 2.0 - - -  - - -   

> 2.0 < 5.0 900,000 118,500 1,018,500  300,000 260,000 560,000  1,578,500 

> 5.0 200,000 325,600 525,600  3,000,000 4,100,000 7,100,000  7,625,600 

Total 1,100,000 444,100 1,544,100  3,300,000 4,360,000 7,660,000  9,204,100 

 

 Of which exercisable at 30/09/08 

Price band       

 M.D. Others Total 

<= 2.0 - - - 

> 2.0 < 5.0 1,200,000 378,500 1,578,500 

> 5.0 2,000,000 1,994,600 3,994,600 

Total 3,200,000 2,373,100 5,573,100 

 

       20. Provisions for risks and charges  

 

Changes in this item for the nine months ended 30 September 2008 were as follows: 

 

  

Thousands of euros 

Tax 

provisions 

Other 

provisions 

Total 

 

     

 At 31 December 2007 1,774 4,289 6,063 

 Charge 335 867 1,202 

 Utilisation  (556) (1,252) (1,808)

 Other changes  27 (263) (236)

     

 At 30 September 2008 1,580 3,641 5,221 

 

The increase in “Tax provisions” arises from amounts provided by Bulgari Corporation of 

America Inc. for customs duties and by the American branch of Bulgari Retail USA S.r.l. for 

sales tax. This increase partially offsets the utilisation of these provisions for payments of 

sales tax relating to the State of California. 

Prices in euros                      30 September 2008                                  30  September 2007 

 

Number of    

options 

Aver. exer.    

price 

Mar. price 

(*) 

Number of    

options 

Aver. exer.    

price 

Mar. price 

(*) 

(1) Rights at 1/1 7,629,100 8.23 9.56 7,276,950 7.54 10.4 

(2) New rights granted in the period  3,123,000 6.96 6.82 1,516,000 11.66 11.71 

(3) (Rights exercised in the period) - - - (636,500) 7.00 11.09 

(4) (Rights cancelled in the period) (1,516,000) 11.66 7.17    

(5) (Rights expiring in the period) (32,000) 11.21 7.17 (141,800) 9.60 11.09 

(6) Rights at 30/09 9,204,100 7.22 6.33 8,014,650 8.33 11.04 

(7)  Of which: exercisable at 30/09 5,573,100 7.24  5,090,900 7.28  
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“Other provisions” have increased mainly due to an accrual made in connection with 

contractual warranty risks for products sold. The decrease relates to the utilisation of a 

provision set up against the risk of penalty payments. 

Charges to provisions are classified in the income statement as “selling, general and 

administrative expenses”.   

 

21. Segment information  

 

The Bulgari Group carries out its business principally through two distinct divisions, the JWA 

(Jewellery - Watches - Accessories) Division and the Perfumes Division. This distinction is 

driven by product, markets and differing distribution strategies. 

 

The strategic direction of the Group and its administration and control are managed by a 

central corporate structure which is for the most part concentrated in the Parent Company 

Bulgari S.p.A.. 

 

The results of the Divisions also include royalty charges from the Parent Company for the use 

of the BVLGARI brand of which it is the owner. These charges are then eliminated in the line 

“Other activities and eliminations”, as are all other transactions between the Divisions within 

the Group.  

 

The line “Other activities and eliminations” additionally includes all the unallocated revenues 

and costs managed by the central corporate structure, the activities relating to the hotels, still 

of little significance overall, and all the advertising activities carried out with the media, 

including production, from which in general the BVLGARI brand is the overall beneficiary 

and from which consequently the whole of the Group’s business gains an advantage.    

 

 

 
The operating profit of the JWA (Jewellery - Watches - Accessories) Division fell by 18.2% 

compared to the first nine months of 2007, principally as a consequence of the increased costs 

for rent and for depreciation and amortisation. The depreciation and amortisation charge for 

the period amounted to 26.8 million euros (21.7 million euros in the first nine months of 

2007). 

 

The operating profit of the Perfumes Division also fell (-4.3% over the first nine months of 

2007), mainly due to the effect of trends in exchange rates, in particular with the US dollar, 

and of the advertising and promotion costs, concentrated in the first nine months of the year, 

incurred for the launch of the new line Aqua Pour Homme Marine and the trade presentation 

of the new fragrance Jasmin Noir. The depreciation and amortisation charge for the Perfumes 

Division for the period amounted to 2.9 million euros (2.4 million euros for the first nine 

months of 2007).  
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Information relating to sales by geographical area is presented in the Report of the Directors 

on the Group’s performance to which reference should be made. 

 

 
 

22. Related party transactions  

  
Disclosures of related party transactions as required by the Consob Communication of 28 July 

2006 and their percentage of the total consolidated figures are provided below. 

 

Financial and commercial transactions 

Transactions and balances between Bulgari S.p.A. and other Group companies having a 

financial and commercial nature have been eliminated in the preparation of the consolidated 

financial statements. 

 

 

Thousands of euros Payables 

 Bulgari S.p.A. Subsidiaries Joint ventures Total 

Receivables     

Bulgari S.p.A.                 -   158,482             2,819 161,301 

Subsidiaries  141,481 1,226,003 1,153 1,368,637 

Joint ventures 1                          339                    -          340 

Total 141,482 1,384,824 3,973   1,530,278 

 

 

 

Costs 

 Bulgari S.p.A. Subsidiaries Joint ventures Total 

Revenues     

Bulgari S.p.A.                 -   63,326                597 63,923 

Subsidiaries  18,206 741,132                445        759,783 

Joint ventures 252 1,571                  -   1,823 

Total 18,458 806,029                   1,042 825,529 
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The portion of transactions and balances of a financial and commercial nature not eliminated 

in the consolidation process is as follows: 

 
Thousands of euros 

 Total

consolidated

Related      

parties
%

Other non-current assets 40,743 1,451 3.56 

Trade receivables 175,387 70 0.04 

Other current assets 73,452 15 0.02 

Trade payables 142,433 166 0.12 

Other current liabilities 76,197 3 - 

 
Thousands of euros 

 Total 

consolidated 

Related      

parties
%

Net revenues  762,517 116 0.02 

Operating costs, net 418,391 98 0.02 

Financial income (expense) (10,997) 74 0.67 

 

24. Guarantees, commitments and risks  

 

The Group is party to civil and administrative proceedings and to legal actions in connection 

with carrying out its normal activities. In this respect, during the quarter ended 30 September 

2008 the Rome Tax Revenue Department - Rome Office 1 raised assessments on Bulgari S.p.A. 

and its subsidiary Bulgari International Corporation (BIC) N.V having as subject the alleged 

residence for fiscal purposes of Bulgari International Corporation (BIC) N.V.. On the basis of 

the information currently available and the opinions received from the lawyers instructed on the 

matter, the likelihood that these proceedings and actions will lead to negative effects on these 

consolidated financial statements is considered remote. 

25. Net financial position  

 

Pursuant to Consob Communication no. 6064293 of 28 July 2006 and in accordance with the 

CESR Recommendation of 10 February 2005 entitled “Recommendations for the consistent 

application of the European Commission’s Regulation on Prospectuses”, the net financial 

position of the Group at 30 September 2008 is as follows. 

 

Thousands of euros 30/09/2008  31/12/2007 

Cash 1,330  1,661 

Other liquid funds 6,574  20,020 

Total liquid funds 7,904  21,681 

    

Current financial receivables 931  12,804 

    

Current bank payables (268,215)  (115,166) 

Current portion of non-current debt (1,456)  (1,333) 

Other current financial payables (8,048)  (1,935) 

Current financial debt (277,719)  (118,434) 

    

Current financial debt, net (268,884)   (83,949) 
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Non-current financial receivables 1,451  1,368 

    

Non-current bank payables (59,973)  (55,444) 

Other non-current payables (3,321)  (2,906) 

Non-current financial debt (63,294)  (58,350) 

    

Non-current financial debt, net (61,843)   (56,982) 

    

NET FINANCIAL DEBT (330,727)   (140,931) 
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26. List of companies included in the scope of consolidation 
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27. Information on companies consolidated using the proportionate method 
 

The total amounts of the current assets and liabilities, non-current assets and liabilities, and 

revenues and costs of companies consolidated using the proportionate method are set out in the 

following table. 

 

(Millions of euros)* 

Cadrans 

Design S.A. 

Bulgari Hotels  

& Resorts B.V. 

Bulgari Hotels 

& Resorts  

Milano S.r.l. 

%  held 50% 65% 65% 

local currency chf euros euros 

        

        

Current assets                3.6                    -                6.8  

        

Non-current assets                4.5                7.1                 2.5  

        

Current liabilities                4.4                 0.2                 5.4  

        

Non-current liabilities                2.0                 2.6                 3.4  

        

Revenues                7.3                    -               14.7  

        

Costs                6.5                 0.2                14.5  

        

 
* Amounts are stated at 100%. 

 
28. Significant non-recurring transactions 

 

The Group has not been a party to any significant non-recurring transactions during the nine 

months ended 30 September 2008 as the term is defined by Consob in its Communication of 

28 July 2006. 

 

 

29. Abnormal and unusual transactions 

 

The Group has not been a party to any abnormal or unusual transactions during the nine 

months ended 30 September 2008 as the term is defined by Consob in its Communication of 

28 July 2006. 

  
Bulgari S.p.A. 

 

 

Managing Director                                                      Central Administration, Finance and  Control 

          Francesco Trapani                                               Manager and manager in charge of the 

preparation of the corporate accounting 

records 

               Alberto Nathansohn 


