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M anagement'sreport

Today, the managing director has presented the annual report of Vernon Sport ApS for the financial year
1 July 2020 - 30 June 2021.

The annual report has been presented in accordance with the Danish Financial Statements Act.

| consider the accounting policies appropriate and, in my opinion, the financial statements provide afair
presentation of the company’s assets, equity and liabilities, and financial position at 30 June 2021 and of
the company’ s results of activities in the financial year 1 July 2020 — 30 June 2021.

| am of the opinion that the management commentary presents afair account of the issues dealt with.

We recommend that the annual report be approved by the general meeting.

Copenhagen, 30 November 2021

Managing Director

Morten Vernon Jargensen
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I ndependent auditor'sreport

Totheshareholdersof Vernon Sport ApS

Opinion
We have audited the financial statements of Vernon Sport ApS for the financial year 1 July 2020 - 30
June 2021, which comprise income statement, statement of financial position, statement of changes in

equity, notes and accounting policies. The financial statements have been prepared in accordance with
the Danish Financia Statements Act.

In our opinion, the financial statements present afair view of the company's assets, equity and liabilities,
and financial position at 30 June 2021 and of the results of the company's activities for the financia year
1 July 2020 - 30 June 2021 in accordance with the Danish Financial Statements Act.

Basisfor opinion

We conducted our audit in accordance with international standards on auditing and the additional
requirements applicable in Denmark. Our responsibilities under those standards and requirements are
further described in the section “ Auditor’s responsibilities for the audit of the financial statements’. We
are independent of the company in accordance with the International Ethics Standards Board for
Accountants' International Code of Ethics for Professional Accountants (IESBA Code) and the additional
ethical requirements applicable in Denmark, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the IESBA Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of management and those charged with governancefor the financial statements
Management is responsible for the preparation of financial statements that provide a fair view in
accordance with the Danish Financial Statements Act. Management is also responsible for such internal
control as the management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the company or to cease
operations, or has no redlistic alternative but to do so.

Auditor’sresponsibilitiesfor the audit of the financial statements

Our objectives are to obtain reasonabl e assurance about whether the financial statements, as a whole, are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report including
an opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with international standards on auditing, and the additional requirements
applicable in Denmark, will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

Vernon Sport ApS - Annual report 2020/21 2



I ndependent auditor'sreport

As part of an audit conducted in accordance with international standards on auditing, and the additional
requirements applicable in Denmark, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

° Obtain an understanding of the internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the company'sinternal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s preparation of the financial statements using
the going concern basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists arising from events or conditions that may cast significant doubt on
the company's ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financia statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the company to cease to continue as a going
concern.

. Evaluate the overall presentation, structure, and contents of the financial statements, including
disclosures in notes, and whether the financial statements reflect the underlying transactions and
eventsin amanner that presentsafair view.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in the
internal control that we identify during our audit.

Statement on the management commentary
Management is responsible for the management commentary.

Our opinion on the financial statements does not cover the management commentary, and we express no
assurance opinion thereon.
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I ndependent auditor'sreport

In connection with our audit of the financial statements, it is our responsibility to read the management
commentary and to consider whether the management commentary is materially inconsistent with the
financial statements or the evidence obtained during the audit, or whether it otherwise appears to contain
material misstatement.

Furthermore, it is our responsibility to consider whether the management commentary provides the
information required under the Danish Financial Statements Act.

Based on the work we have performed, we believe that management commentary is consistent with the
financial statements and that it has been prepared in accordance with the provisions of the Danish
Financial Statement Act. We did not discover any material misstatement in the management commentary.

Copenhagen, 30 November 2021

BUUS JENSEN

State Authorised Public Accountants
Company reg. no. 16 11 90 40

Michael Markussen

State Authorised Public Accountant
mne34295
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Company information

The company Vernon Sport ApS
Vermundsgade 40 B, 2.
2100 K gbenhavn @

Company reg. no. 17 01 63 42

Established: 13 May 1993

Domicile: Copenhagen

Financial year: 1 July 2020 - 30 June 2021
Managing Director Morten Vernon Jargensen
Auditors BUUS JENSEN, Statsautoriserede revisorer
Parent company Vernon Holding ApS
Subsidiary Kgjen Drift ApS, Copenhagen
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M anagement commentary

The principal activities of the company
The principal activity of the company consists of wholesale of sports and fashion items.

Development in activities and financial matters
The gross profit for the year totals DKK 24.524.000 against DKK 16.422.000 last year. Income or loss

from ordinary activities after tax totals DKK 9.499.000 against DKK 3.566.000 last year. Management
considers the net profit or loss for the year satisfactory.

As a result of the ongoing coronavirus outbreak, the company has had employees sent home on paid
leave of absence and, as a result, has received salary compensation from The Government's Financia
Support Packages. Management refers to note 1 in the annual accounts, in which the management
describes the effect of the reliefs.
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Income statement 1 July - 30 June

All amountsin DKK.

Note 2020/21 2019/20
Gross profit 24.523.674 16.422.075
Staff costs -12.979.461 -12.261.143
Depreciation and impairment of property, land, and equipment -229.480 -291.398
Operating profit 11.314.733 3.869.534
Income from equity investments in group enterprises 688.620 567.097
Other financia income 38.069 67.740
Other financial costs -44.911 -77.574
Pre-tax net profit or loss 11.996.511 4.426.797
Tax on net profit or loss for the year -2.497.494 -861.124
Net profit or lossfor the year 9.499.017 3.565.673
Proposed appropriation of net profit:

Reserves for net revaluation according to the equity method 688.620 567.097
Dividend for the financial year 7.900.000 0
Transferred to retained earnings 910.397 2.998.576
Total allocations and transfers 9.499.017 3.565.673
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Statement of financial position at 30 June

All amountsin DKK.

Assets
2021 2020
Non-current assets
5 Other fixtures and fittings, tools and equipment 409.358 763.838
Total property, plant, and equipment 409.358 763.838
Equity investmentsin group enterprises 1.712.065 1.023.445
Deposits 448.448 540.469
Total investments 2.160.513 1.563.914
Total non-current assets 2.569.871 2.327.752
Current assets
Manufactured goods and goods for resale 6.366.440 8.272.934
Prepayments for goods 1.478.077 1.215.060
Total inventories 7.844.517 9.487.994
Trade receivables 7.132.006 4.462.683
Receivables from group enterprises 1.124.359 1.634.291
Deferred tax assets 0 24.000
Other receivables 352.340 241.570
Prepayments and accrued income 166.548 202.794
Total receivables 8.775.253 6.565.338
Cash on hand and demand deposits 9.895.166 2.668.344
Total current assets 26.514.936 18.721.676
Total assets 29.084.807 21.049.428
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Statement of financial position at 30 June

All amountsin DKK.

Equity and liabilities

2021 2020
Equity
Contributed capital 250.000 250.000
Reserve for net reval uation according to the equity method 1.376.065 687.445
Retained earnings 8.429.429 7.153.733
Proposed dividend for the financial year 7.900.000 0
Total equity 17.955.494 8.091.178
Provisions
Provisions for deferred tax 66.000 0
Total provisions 66.000 0
Liabilitiesother than provisions
Income tax payable to group enterprises 2.495.928 872.124
Total long term liabilities other than provisions 2.495.928 872.124
Bank loans 157 157
Trade payables 3.555.650 4.032.354
Income tax payable 14.566 0
Other payables 4.997.012 8.032.406
Accruals and deferred income 0 21.209
Total short term liabilities other than provisions 8.567.385 12.086.126
Total liabilities other than provisions 11.063.313 12.958.250
Total equity and liabilities 29.084.807 21.049.428

1 Special items
8 Contingencies
9 Financial risks
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Statement of changesin equity

All amountsin DKK.

Reservefor net

revaluation Proposed
according to dividend for
Contributed the equity Retained the financial
capital method earnings year Total
Equity 1 July 2019 250.000 120.348 4.293.509 2.600.000 7.263.857
Distributed dividend 0 0 0 -2.600.000 -2.600.000
Share of profit or loss 0 567.097 2.998.576 0 3.565.673
Currency futures for hedging future
purchases and salesin foreign
currency 0 0 -177.352 0 -177.352
Deferred tax 0 0 39.000 0 39.000
Equity 1 July 2020 250.000 687.445 7.153.733 0 8.091.178
Share of profit or loss 0 688.620 910.397 7.900.000 9.499.017
Currency futures for hedging future
purchases and salesin foreign
currency 468.299 468.299
Deferred tax -103.000 -103.000
250.000 1.376.065 8.429.429 7.900.000 17.955.494
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Notes

All amountsin DKK.

2020/21 2019/20

1 Special items
Specia items include significant income and expenses of a special nature relative to the
enterprise's ordinary operating activities, such as the cost of extensive structuring of processes and
fundamental structural adjustments and any related gains on disposal and losses which, over time,
have a significant impact. Special items aso include other significant amounts of a nonrecurring
nature.

As mentioned in the management commentary, the net profit or loss for the year is affected by a
number of factors that differ from what is considered by management to be part of operating
activities.

Specia items for the year are specified below, indicating where they are recognised in the income

statement.

Income:

The Government’s Financial Support Packages, Covid-19 21.209 673.431
21.209 673.431

Special items are recognised in the following itemsin the

financial statements:

Gross profit / Other operating income 21.209 673.431

Profit of special items, net 21.209 673.431

2. Staff costs

Salaries and wages 12.602.677 11.905.001

Pension costs 181.159 172.964

Other costs for social security 195.625 183.178

12.979.461 12.261.143

Average number of employees 26 29

3. Other financial costs

Financial costs, group enterprises 0 63.519
Other financial costs 44,911 14.055
44,911 77574
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Notes

All amountsin DKK.

2020/21 2019/20

Tax on net profit or lossfor the year
Tax on net profit or loss for the year 2.510.494 872.124
Adjustment of deferred tax for the year -13.000 -11.000

2.497.494 861.124
Other fixturesand fittings, tools and equipment
Cost 1 July 2020 2.230.279 2.351.928
Disposals during the year -521.606 -121.649
Cost 30 June 2021 1.708.673 2.230.279
Depreciation and writedown 1 July 2020 -1.466.441 -1.296.692
Amortisation and depreciation for the year -279.558 -291.398
Depreciation, amortisation and impairment loss for the year,
assets disposed of 326.157 0
Reversal of depreciation, amortisation and impairment | oss,
assets disposed of 120.527 121.649
Depreciation and writedown 30 June 2021 -1.299.315 -1.466.441
Carrying amount, 30 June 2021 409.358 763.838
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Notes

All amountsin DKK.

30/6 2021 30/6 2020
6. Equity investmentsin group enterprises

Cost 1 July 2020 336.000 336.000
Cost 30 June 2021 336.000 336.000
Revaluations, opening balance 1 July 2020 687.445 120.348
Net profit or loss for the year before amortisation of goodwill 688.620 567.097
Revaluation 30 June 2021 1.376.065 687.445
Carrying amount, 30 June 2021 1.712.065 1.023.445

Financial highlightsfor the enterprises according to the latest approved annual reports

Carrying
amount,
Equity Resultsfor the Vernon Sport
interest Equity year ApS
Kajen Drift ApS, Copenhagen 100 % 1.712.065 688.620 1.712.065
7.  Deposits
Cost 1 July 2020 540.469 536.834
Additions during the year 97 3.635
Disposals during the year -92.118 0
Cost 30 June 2021 448.448 540.469
Carrying amount, 30 June 2021 448.448 540.469
8. Contingencies
Contingent liabilities
DKK in
thousands
Total contingent liabilities 1.046

Joint taxation

With Vernon Holding ApS, company reg. no 20 87 40 07 as administration company, the company
is subject to the Danish scheme of joint taxation and is proportionally liable for tax claims within
the joint taxation scheme.

Vernon Sport ApS - Annual report 2020/21 13



Notes

All amountsin DKK.

8.

Contingencies (continued)
Joint taxation (continued)

The company is proportionally liable for any obligations to withhold tax on interest, royalties, and
dividends of the jointly taxed companies.

The liabilities amount to a maximum amount corresponding to the share of the company capital,
which is owned directly or indirectly by the ultimate parent company.

The jointly taxed enterprises total known net liability to the Danish tax authorities emerges from
the financia statements of the administration company.

Any subsequent adjustments of corporate taxes or withholding tax, etc., may result in changesin
the company's liabilities.

Financial risks

Exchangeraterisks

For currency hedging of the future purchase of goods in Euro and US dollars, the company has
entered into forward exchange contracts of atotal T.DKK 4.949 and T.SEK 25.477. Compared to
the forward price at the balance sheet date, the contracts have a positive value of approximately
T.DKK 325. The capital gain isrecognised in the equity.

Vernon Sport ApS - Annual report 2020/21 14



Accounting policies

The annual report for Vernon Sport ApS has been presented in accordance with the Danish Financial
Statements Act regulations concerning reporting class B enterprises. Furthermore, the company has
decided to comply with certain rules applying to reporting class C enterprises.

The accounting policies are unchanged from last year, and theannual report is presented in DKK.

Recognition and measurement in general

Income is recognised in the income statement concurrently with its realisation, including the recognition
of value adjustments of financial assets and liabilities. Likewise, al costs are recognised in the income
statement, including depreciations amortisations, writedowns for impairment, provisions, and reversals
due to changes in estimated amounts previously recognised in the income statement.

Assets are recognised in the statement of financial position when it seems probable that future economic
benefits will flow to the company and the value of the asset can be reliably measured.

Liabilities are recognised in the statement of financial position when it is seems probable that future
economic benefits will flow out of the company and the value of the liability can be reliably measured.

Assets and liabilities are measured at cost at the initial recognition. Hereafter, assets and liabilities are
measured as described below for each individual accounting item.

Certain financial assets and liabilities are measured at amortised cost, alowing a constant effective
interest rate to be recognised during the useful life of the asset or liability. Amortised cost is recognised
asthe original cost less any payments, plus/less accrued amortisations of the difference between cost and
nomina amount. In thisway, capital losses and gains are allocated over the useful life of the liability.

Upon recognition and measurement, alowances are made for such predictable losses and risks which

may arise prior to the presentation of the annual report and concern matters that exist on the reporting
date.

Foreign currency translation

Transactions in foreign currency are translated by using the exchange rate prevailing at the date of the
transaction. Differences in the rate of exchange arising between the rate at the date of transaction and the
rate at the date of payment are recognised in the profit and loss account as an item under net financials. If
currency positions are considered to hedge future cash flows, the value adjustments are recognised
directly in equity in afair value reserve.

Receivables, payables, and other foreign currency monetary items are translated using the closing rate.
The difference between the closing rate and the rate at the time of the occurrence or initial recognitionin
the latest financial statements of the receivable or payable is recognised in the income statement under
financial income and expenses.
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Accounting policies

Fixed assets acquired and paid for in foreign currency are measured at the exchange rate prevailing at the
date of the transaction.

Derivatives

At their initial recognition, derivatives are recognised at cost in the statement of financial position.
Hereafter, they measured at fair value. Positive and negative fair values of derivatives are recognised
under other receivables and payables, respectively.

Changes in the fair value of derived financial instruments classified as and meeting the criteria for
hedging the fair value of a recognised asset or a recognised liability are recognised in the income
statement together with changesin the fair value of the hedged asset or the hedged liability.

Changes in the fair value of derived financial instruments classified as hedging of future cash flows are
recognised in other receivables or other payables, and in equity.

If the future transaction results in the recognition of assets or liabilities, amounts previously recognised
in equity are transferred to the cost of the asset or the liability, respectively. If the future transaction
results in income or costs, amounts recognised in equity on a continuing basis are transferred to the
income statement for the period in which the hedged item affected the income statement.

Income statement

Gross profit
Gross profit comprises the revenue, cost of sales, other operating income, and external costs.

Revenue is recognised in the income statement if delivery and passing of risk to the buyer have taken
place before the end of the year and if the income can be determined reliably and inflow is anticipated.
Recognition of revenueis exclusive of VAT and taxes and less any discounts relating directly to sales.

Cost of sales comprises costs concerning purchase of raw materials and consumables less discounts and
changesin inventories.

Other operating income comprises items of a secondary nature as regards the principal activities of the
enterprise, including profit from the disposal of intangible and tangible assets.

Other external costs comprise costs incurred for distribution, sales, advertising, administration, premises,
loss on receivables, and operational leasing costs.

Staff costs
Staff costs include salaries and wages, including holiday allowances, pensions, and other social security
costs, etc., for staff members. Staff costs are less government reimbursements.
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Accounting policies

Depreciation, amortisation, and writedown for impair ment
Depreciation, amortisation, and writedown for impairment comprise depreciation on, amortisation of,
and writedown for impairment of intangible and tangible assets, respectively.

Financial income and expenses

Financial income and expenses are recognised in the income statement with the amounts concerning the
financial year. Financial income and expenses comprise interest income and expenses, financial expenses
from financial leasing, realised and unrealised capital gains and losses relating to securities, debt and
transactions in foreign currency, amortisation of financial assets and liabilities as well as surcharges and
reimbursements under the advance tax scheme, etc.

Results from equity investmentsin group enterprises

After full elimination of intercompany profit or loss less amortised consolidated goodwill, the equity
investment in the individual group enterprises are recognised in the income statement as a proportional
share of the group enterprises post-tax profit or loss.

Tax on net profit or lossfor the year

Tax for the year comprises the current income tax for the year and changes in deferred tax and is
recognised in the income statement with the share attributable to the net profit or loss for the year and
directly in equity with the share attributable to entries directly in equity.

The company is subject to Danish rules on compulsory joint taxation of Danish group enterprises.

The current Danish income tax is alocated among the jointly taxed companies proportional to their
respective taxable income (full alocation with reimbursement of tax losses).

Statement of financial position

Property, plant, and equipment
Property, plant, and equipment are measured at cost less accrued depreciation and writedown for
impairment.

The depreciable amount is cost less any expected residual value after the end of the useful life of the
asset. The amortisation period and the residual value are determined at the acquisition date and
reassessed annually. If the residual value exceeds the carrying amount, the depreciation is discontinued.

If the amortisation period or the residual value is changed, the effect on amortisation will, in future, be
recognised as a change in the accounting estimates.

The cost comprises acquisition cost and costs directly associated with the acquisition until the time wher
the asset is ready for use.
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Accounting policies

The cost of a total asset is divided into separate components. These components are depreciatec
separately, the useful lives of each individual components differing, and the individual component
representing a material part of the total cost.

Depreciation is done on a straight-line basis according to an assessment of the expected useful life and
the residual value of the individual assets:

Useful life Residual value
Other fixtures and fittings, tools and equipment 3-5years 0%

Minor assets with an expected useful life of lessthan 1 year and a cost over are recognised as costs in the
income statement in the year of acquisition.

Profit or loss derived from the disposal of property, land, and equipment is measured as the difference
between the sales price less selling costs and the carrying amount at the date of disposal. Profit or lossis
recognised in the income statement as other operating income or other operating expenses.

L eases
All leases are regarded as operating leases. Payments in connection with operating leases and other lease

agreements are recognised in the income statement for the term of the contract. The company's total
liabilities concerning operating leases and | ease agreements are recognised under contingencies, etc.

Investments

Equity investmentsin group enterprises

Equity investments in group enterprises are recognised and measured by applying the equity method. The
equity method is used as a method of consolidation.

Equity investments in group enterprises are recognised in the statement of financial position at the
proportionate share of the enterprise's equity value. This value is calculated in accordance with the
parent's accounting policies with deductions or additions of unrealised intercompany gains and losses as
well as with additions or deductions of the remaining value of positive or negative goodwill calculated in
accordance with the acquisition method. Negative goodwill is recognised in the income statement at the
time of acquisition of the equity investment. If the negative goodwill relates to contingent liabilities
acquired, negative goodwill is not recognised until the contingent liabilities have been settled or lapsed.

Consolidated goodwill is amortised over its estimated useful life, which is determined on the basis of the
management's experience with the individual business areas. Consolidated goodwill is amortised on a
straight-line basis over the amortisation period, which represent 5-20 years. The depreciation period is
determined on the basis of an assessment that these are strategically acquired enterpriseswith a strong
market position and along-term earnings profile.

In relation to material assets and liabilities recognised in group enterprises, associates and equity
interests but are not represented in the parent, the following accounting policies have been applied.
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Accounting policies

Equity investments in group enterprises with a negative equity value are measured at DKK 0, and any
accounts receivable from these enterprises are written down to the extent that the account receivable is
uncollectible. To the extent that the parent has a legal or constructive obligation to cover an negative
balance that exceeds the account receivable, the remaining amount is recognised under provisions.

To the extent the equity exceeds the cost, the net revaluation of equity investments in group enterprises
transferred to the reserve under equity for net revaluation according to the equity method. Dividends
from group enterprises expected to be adopted before the approval of this annual report are not subject to
a limitation of the revaluation reserve. The reserve is adjusted by other equity movements in group
enterprises.

Newly acquired or newly established companies are recognised in the financial statement as of the time
of acquisition. Sold or liquidated companies are recognised until the date of disposal.

On the acquisition of enterprises, the acquisition method, the uniting-of-interests method or the book
value method is applied, cf. the above description under Business combinations.

Deposits
Deposits are measured at amortised cost and represent lease deposits, etc.

Impairment lossrelating to non-current assets

The carrying amount of both tangible fixed assets as well as equity investments in group enterprises are
subject to annual impairment tests in order to disclose any indications of impairment beyond those
expressed by amortisation and depreciation respectively.

If indications of impairment are disclosed, impairment tests are carried out for each individual asset or
group of assets, respectively. Writedown for impairment is done to the recoverable amount if thisvalueis
lower than the carrying amount.

The recoverable amount is the higher value of value in use and selling price less expected selling cost.
The value in use is calculated as the present value of the expected net cash flows from the use of the
asset or the asset group and expected net cash flows from the sale of the asset or the asset group after the
end of their useful life.

Previously recognised impairment losses are reversed when conditions for impairment no longer exist.

Inventories

Inventories are measured at cost on the basis of weighted measured average prices. In cases when the net
realisable value is lower than the cogt, the latter is written down for impairment to this lower value.

Costs of goods for resale, raw materials, and consumabl es comprise acquisition costs plus delivery costs.
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Accounting policies

Costs of manufactured goods and work in progress comprise the cost of raw materials, consumables,
direct wages, and indirect production costs. Indirect production costs comprise indirect materials and
wages, maintenance and depreciation of machinery, factory buildings, and equipment used in the
production process, and costs for factory administration and factory management. Borrowing expenses
are not recognised in cost.

The net realisable value for inventories is recognised as the market price less costs of completion anc
selling costs. The net redlisable value is determined with due consideration of negotiability,
obsolescence, and the devel opment of expected market prices.

Receivables
Receivables are measured at amortised cost, which usually corresponds to nominal value.

In order to meet expected losses, impairment takes place at the net realisable value. The company has
chosen to use |AS 39 as a basis for interpretation when recognising impairment of financial assets, which
means that impairments must be made to offset losses where an objective indication is deemed to have
occurred that an account receivable or a portfolio of accounts receivable is impaired.If an objective
indication shows that an individual account receivable has been impaired, an impairment takes place at
individual level.

Accounts receivable for which there is no objective indication of impairment at the individual level are
evaluated at portfolio level for objective indication of impairment. The portfolios are primarily based on
the debtors' domicile and credit rating in accordance with the company's and the group's credit risk
management policy. Determination of the objective indicators applied for portfolios are based on
experience with historical losses.

Impairment losses are calculated as the difference between the carrying amount of accounts receivable
and the present value of the expected cash flows, including the realisable value of any securities
received. The effective interest rate for the individual account receivable or portfolio is used as the
discount rate.

Prepayments and accrued income

Prepayments and accrued income recognised under assets comprise incurred costs concerning the
following financial year.

Cash on hand and demand deposits
Cash on hand and demand deposits comprise cash at bank and on hand.

Equity
Reservefor net revaluation according to the equity method

The reserve for net revaluation according to the equity method comprises net revaluation of equity
investments in subsidiaries, associates and equity interests proportional to cost.
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Accounting policies

The reserve may be eliminated in the event of losses, realisation of equity investments, or changes in the
accounting estimates.

The reserve cannot be recognised by a negative amount.

Dividend
Dividend expected to be distributed for the year is recognised as a separate item under equity.

Incometax and deferred tax

Current tax liabilities and current tax receivable are recognised in the statement of financial position as
calculated tax on the taxable income for the year, adjusted for tax of previous years taxable income and
for tax paid on account.

The company is jointly taxed with consolidated Danish companies. The current corporate income tax i<
distributed between the jointly taxed companies in proportion to their taxable income and with full
distribution with reimbursement as to tax losses. The jointly taxed companies are comprised by the
Danish tax prepayment scheme.

According to the rules of joint taxation, Vernon Sport ApSis proportionally liable to pay the Danish tax
authorities the total income tax, including withholding tax on interest, royalties, and dividends, arising
from the jointly taxed group of companies.

Deferred tax is measured on the basis of temporary differences in assets and liabilities with a focus on
the statement of financial position. Deferred tax is measured at net realisable value.

Adjustments take place in relation to deferred tax concerning elimination of unrealised intercompany
gains and | osses.

Deferred tax is measured based on the tax rules and tax rates applying under the legislation prevailing in
the respective countries on the reporting date when the deferred tax is expected to be released as current
tax. Changes in deferred tax due to changed tax rates are recognised in the income statement, except for
items included directly in the equity.

Deferred tax assets, including the tax value of tax losses allowed for carryforward, are recognised at the
value at which they are expected to be realisable, either by settlement against tax of future earnings or by
set-off in deferred tax liabilities within the same legal tax unit. Any deferred net tax assets are measured
at net realisable value.

Liabilities other than provisions
Other liahilities concerning payables to suppliers, group enterprises, and other payables are measured at
amortised cost which usually corresponds to the nominal value.
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Accounting policies

Accruals and deferred income
Payments received concerning future income are recognised under accruals and deferred income.
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