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Statement by the Board of Directors and the Executive Board
Today, the Board of Directors and the Executive Board have discussed and approved the annual report
of Lagkagehuset A/S for the financial year 1 January - 31 December 2019.

The annual report is prepared in accordance with the Danish Financial Statements Act.

In our opinion, the financial statements give a true and fair view of the financial position of the
Company at 31 December 2019 and of the results of the Company's operations for the financial year
1 January - 31 December 2019.

Further, in our opinion, the Management's review gives a fair review of the development in the
Company's operations and financial matters and the results of the Company's operations and financial
position.

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

Copenhagen, 22 June 2020
Executive Board:

Jason Anthony Cotta

Board of Directors:

Mikael Koch Jensen
Chairman

Jason Anthony Cotta Jesper Mark Dixen
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Independent auditor's report

To the shareholder of Lagkagehuset A/S

Opinion

We have audited the financial statements of Lagkagehuset A/S for the financial year 1 January - 31
December 2019,  which comprise income statement, balance sheet, statement of changes in equity
and notes, including accounting policies. The financial statements are prepared in accordance with the
Danish Financial Statements Act.

In our opinion, the financial statements give a true and fair view of the financial position of the
Company at 31 December 2019 and of the results of the Company's operations for the financial year
1 January - 31 December 2019 in accordance with the Danish Financial Statements Act.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) and the
additional requirements applicable in Denmark. Our responsibilities under those standards and
requirements are further described in the "Auditor's responsibilities for the audit of the financial
statements" section of our report. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Independence

We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants' Code of Ethics for Professional Accountants (IESBA Code) and the additional
requirements applicable in Denmark, and we have fulfilled our other ethical responsibilities in
accordance with these rules and requirements.

Management's responsibilities for the financial statements

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with the Danish Financial Statements Act and for such internal control as 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 in preparing the financial statements unless Management either
intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance as to 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
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs 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 the financial
statements.

As part of an audit conducted in accordance with ISAs and the additional requirements applicable in
Denmark, we exercise professional judgement 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.
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Independent auditor's report
Obtain an understanding of 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's internal 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 use of the going concern basis of accounting
in preparing the financial statements and, based on the audit evidence obtained, whether a
material uncertainty exists related to 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
financial 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
the note disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that gives a true and fair 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
internal control that we identify during our audit.

Statement on the Management's review

Management is responsible for the Management's review.

Our opinion on the financial statements does not cover the Management's review, and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the
Management's review and, in doing so, consider whether the Management's review is materially
inconsistent with the financial statements or our knowledge obtained during the audit, or otherwise
appears to be materially misstated.

Moreover, it is our responsibility to consider whether the Management's review provides the
information required under the Danish Financial Statements Act.

Based on the work we have performed, we conclude that the Management's review is in accordance
with the financial statements and has been prepared in accordance with the requirements of the
Danish Financial Statement Act. We did not identify any material misstatement of the Management's
review.

Copenhagen, 22 June 2020
ERNST & YOUNG
Godkendt Revisionspartnerselskab
CVR no. 30 70 02 28

Thomas Bruun Kofoed Peter Andersen
State Authorised Public Accountant
mne28677

State Authorised Public Accountant
mne34313
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Company details

Name Lagkagehuset A/S
Address, Postal code, City Dortheavej 10, 2400 Copenhagen NV

CVR no. 20 21 30 94
Established 27 June 1997
Registered office Copenhagen
Financial year 1 January - 31 December

Website www.lagkagehuset.dk
E-mail info@lagkagehuset.dk

Board of Directors Mikael Koch Jensen, Chairman
Jason Anthony Cotta
Jesper Mark Dixen

Executive Board Jason Anthony Cotta

Auditors Ernst & Young Godkendt Revisionspartnerselskab
Dirch Passers Allé 36, P.O. Box 250, 2000 Frederiksberg,
Denmark

Bankers Nordea
SEB
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Financial highlights

DKK'000 2019 2018 2017 2016 2015

Key figures
Revenue 962,136 880,677 781,384 664,404 552,449
Gross profit 485,798 451,623 408,291 351,965 292,217
Earnings before interest, taxes,

depreciation and amortisation
(EBITDA) -16,089 15,594 64,335 91,434 79,034

Profit/loss before net financials -113,246 -41,728 17,761 54,190 50,897
Net financials -17,230 -10,574 -4,750 -4,329 -3,581
Profit/loss before tax -130,476 -52,302 13,011 49,861 47,316
Profit/loss for the year -118,749 -41,886 9,940 38,341 38,141

Fixed assets 427,993 411,498 293,536 258,194 213,045
Non-fixed assets 71,840 83,991 85,314 41,268 33,482
Total assets 499,833 495,489 378,850 299,462 246,527
Investment in property, plant and

equipment 105,876 106,747 73,055 68,590 57,351
Equity 22,954 141,703 183,588 173,649 135,307
Provisions 21,440 8,428 20,786 18,993 13,265
Non-current liabilities other than

provisions 23,189 7,990 3,205 5,153 5,448
Current liabilities other than

provisions 432,250 337,368 171,271 101,667 92,507

Financial ratios
Operating margin %-11.8 %-4.7 %2.3  %8.2  %9.2
Return on assets %-7.9 %0.0 %5.2 %19.9 %21.9
Current ratio %16.6 %24.9 %49.8 %40.6 %36.2
Equity ratio %4.6 %28.6 %48.5 %58.0 %54.9
Return on equity %-144.2 %-25.8 %5.6 %24.8 %32.8

Average number of employees 1,053 958 810 695 565

Financial ratios are calculated in accordance with the Danish Finance Society's recommendations. For
terms and definitions, please see the accounting policies.
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Business review

Lagkagehuset A/S (Company) was founded for the purpose to run a premium concept within the
bakery and café segment in Denmark.

The Company expects to grow and expand primarily by establishing new stores.

The Company is 100% owned by Danish Bake A/S and is a part of the consolidated financial
statements of Danish Bake Holding ApS for the year ended 31 December 2019.

Financial review

The Company revenue for the period 1 January – 31 December 2019 amounted to DKK 962 million
(2018: DKK 881 million), while loss for the period amounted to DKK 119 million (2018: loss of DKK
42 million). The balance sheet showed an equity of DKK 23 million at 31 December 2019 (2018: DKK
142 million). Gross profit for the period amounted to DKK 486 million (2018: DKK 452 million), and
EBITDA loss for the period amounted to DKK 16 million (2018: gain of DKK 16 million). Profit for the
period is impacted negatively with DKK 62 million (2018: DKK 41 million) due to internationalization.

In 2019, Lagkagehuset opened 13 new and closed one store in Denmark. The number of new
establishments is in line with previous years and in line with expectations.

A new large bakery was established in 2018 in Priorparken in Brøndby to support further growth. In
2019, it was decided to move and close all bakery areas at Amerikavej to Priorparken and thus secure
both quality, delivery and efficiencies at our new state of the art bakery in Priorparken. In March 2020
this was finalized without any negative effect on quality or delivery to our customers across Zealand.
With the closure of Amerikavej, a larger write down of assets and installations of DKK 14.5 million and
impairment of right-of-use assets of DKK 8.4 million are included in the Annual Report 2019 under in
other operating expenses.

Results for the year are considered satisfactory with the significant structural changes in bakeries and
high growth. Important investments were made in operations to secure future growth and efficiencies
across the markets.

Non-financial matters

In Denmark, the bakery segment in 2019 was still characterized by a consumer trend moving towards
more freshly baked products rather than packaged products, which leads to higher growth rates within
freshly baked products. Therefore, an increased share of retailers is offering non packaged bakery
products in supermarkets, etc. This development combined with niche bakeries with products of very
high quality and the consumers having continued focus on food quality in general entails increased
requirements for bakers in terms of product quality and service than previously.

Both in Denmark as internationally, there are consumer trends within food moving towards on the go
solutions, which creates growth opportunities within food and coffee offerings. With the loyalty
program and our App solution supporting this click and collect and take away is a significant growth
driver looking forward.

Knowledge resources

For the continued growth of the Company, it is important to attract and retain highly skilled
employees, including bakers, pastry chefs and store managers. In order to meet customers' needs and
to ensure the best possible customer experience, focus is on high product quality and a high level of
service, which requires strong competencies of our employees, which are built up by ongoing training
and education.

Special risks

Due to its operations, investments and financing, the Company is exposed to changes in interest
rates. The parent Company manages the Company’s financial risks and liquidity, including capital
sourcing and investment of surplus liquidity, centrally. Under the Company’s financial policy, the risk
profile is kept low to ensure that interest rate and credit risks arise only as a result of commercial
circumstances.
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Management evaluates the capital structure of Lagkagehuset A/S on an ongoing basis and if a need
for further capital exists such will be provided for by the parent Company Danish Bake Holding A/S.

There is an overall credit facility of DKK 550 million at 31 December 2019. Covenant requirements
for the credit facility have been reported on an ongoing basis, and all conditions have been met.

Impact on the external environment

The Company’s activities are not considered to have significant effect on the external environment
and climate, and therefore, no separate policy has been prepared in this respect. For further
description, see below under 'Statutory CSR report’.

Statutory CSR report

The Company strives to act socially responsible in a market that changes every day and has defined
several focus areas that are directly linked to operations.

Environment

As part of being socially responsible, the Company strives to limit the environmental impact of the
operations.

An inherent part of running a fresh food business is the risk of food waste. Reducing food waste is
thus a continuous effort without also reducing customer experience. A part of the work is carried out
in stores and productions where organizations supporting social responsibility can pick up excess
products. Moreover, certain excess products are reused in production, e.g. for rye bread chips and
other baked goods. Assortment change and reduction of buffer volume on ryebread was initiated to
reduce overall waste in 2019 to 2017 levels. This target in 2019 was though not achieved fully, as
waste increased by 0.3%p. Waste was influenced negatively in the process of preparing and
transferring Priorparken bakery to deliver right volume of high-quality products every day, being able
to receive bakers and confectioners from Amerikavej. The target for 2020 is to reduce waste by
0.5%p. from 2019 levels.

Social and employee conditions

The Company employs both skilled and unskilled employees with more than 2,900 employees in total.
Many apprentices are trained and educated each year, and focus is on having a great base of skilled
bakers and pastry chefs in our bakeries in order to uphold the craftsmanship and product quality of
the trade.

Our employees are our greatest assets; therefore, we work to create a safe and healthy working
environment with a high level of employee satisfaction. In order to ensure a sound and safe working
environment, the Company conducts workplace assessments for all employees in accordance with
legislation, at least every third year. The outcome of the workplace assessments results in specific
action plans to solve issues, if any.

The Company has assessed that there is a risk of occupational injuries and stress in both stores and
bakeries. During 2019, there has been increased sickness absence of store staff, bakers and pastry
staff, which has been approached via workplace assessment and local initiatives are set in to improve
areas identified.

Our focus on improving the working environment has entailed that employee job satisfaction
increased in 2019. The efforts will continue in this area in 2020.

Anticorruption

The most material risk was found to be employees within procurement and conclusion of contracts. As
the Company has a zero-tolerance policy for corruption and bribery, and to minimize the risk thereof,
the central management of procurement and conclusion of contracts has been a continued focus
area.

In 2019 the aim was to secure information and training of all relevant new employees on
anticorruption was continued. All new relevant employees were trained.

The Company has not prepared a separate human rights policy or direct climate policy, as it is
assessed that Company does not have a significant effect.
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Corporate governance

The Board of Directors and the Executive Board of Lagkagehuset A/S continuously work to ensure
that the Company's management structure and control systems are appropriate and work
satisfactorily. Management regularly evaluates whether this is the case.

The framework for planning Management's duties is the Danish Companies Act, the Danish Financial
Statements Act, the Company’s articles of association and ethical guidelines as well as good practice
for entities within the same industry. Being ultimately owned by private equity funds, the Company
complies with the Danish Venture and Private Equity Association’s (DVCA) guidelines on responsible
ownership and corporate governance. Internal procedures have been drawn up to ensure active,
effective and profitable management of the Company.

Shareholders

On an ongoing basis, the Board of Directors reviews whether the Company's capital structure serves
the best interests of both the Company and its stakeholders. The overriding goal is to ensure a capital
structure that supports long- term profitable growth.

The Board of Directors' duties

The Board of Directors of Lagkagehuset A/S oversees that the Executive Board pursues the
objectives, strategies and business procedures adopted by the Board of Directors. The Board of
Directors receives systematic updates from the Executive Board at meetings and through written and
oral reports provided on a regular basis.

Remuneration for Management

In order to attract and retain managerial skills, the Executive Board and other executive officers are
paid according to duties, value creation and terms in comparable entities. Their remuneration includes
incentives to ensure consistency between the interests of Management and the owners, and the
incentive schemes reflect both short-term and long-term goals.

Management and some of the members of the Board of Directors of Lagkagehuset A/S and few key
employees participate in the parent company’s investment incentive program. Treasury shares are
sold and acquired as part of the incentive program.

In addition to the incentive program, certain key employees are offered performance-based bonus.
Remuneration of the Executive Board and the Board of Directors is disclosed in a note to the financial
statements.

Dividend policy

Dividend is distributed with due regard to the consolidation of equity required to ensure the
Company’s continued expansion and existing agreements with sources of financing.

The Board of Directors proposes that no dividend is paid for the financial year 2019.

The Danish Venture and Private Equity Association (DVCA) has issued guidelines on responsible
ownership and corporate governance for private equity funds and entities controlled by private
equity funds.

The Danish Venture and Private Equity Association (DVCA) has issued guidelines on responsible
ownership and corporate governance for private equity funds and entities controlled by private equity
funds.

These recommendations comprise guidelines on disclosures in the Management's review, including
corporate governance, financial risks, employees, strategies, etc.

The guidelines have adopted a ""comply or explain"" approach to corporate governance that
companies can follow by either complying with the recommendations or explaining why they have not
complied. The Management of Lagkagehuset A/S, as described above, generally complies with the
DVCA's recommendations with the one exception that the description of projected developments in
revenue and earnings is limited due to the general uncertainty relating to market developments in
2020 and for competitive reasons.
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Account of the gender composition of Management

The Company’s policy is to always recruit the best qualified person for a given job, and diversity is
considered a strength. The Company is continuously working on harmonizing the gender composition
including the gender composition of senior managers.

Currently, no board member is female. The target remains to increase the number of female board
members in 2020. The reason for the present board of 3 is that it is considered having the right
composition of experience and qualifications.

At other management levels, the Company has more female than male managers and thus not an
equal gender composition. In connection with recruitment for senior positions, we are focused on
seeing candidates of both genders, but qualifications will always be the decisive factor. By the end of
2019 female managers comprised of approx. 70%.

Events after the balance sheet date

In March 2020 the Danish bakery at Amerikavej was closed and moved to Priorparken. Commercially
and efficiency wise this was done as planned. Write down of assets at Amerikavej per December 31,
2019 amounting to DKK 14.5 million is accounted for in 2019 as the decision was made in 2019.

In March 2020, COVID-19 changed the Danish market condition dramatically, with legislation closing
malls, Copenhagen Airport as well as café areas and as a result customer traffic is significantly
reduced and 13 stores are temporarily closed in Denmark. In order to secure as many jobs as possible,
the governmental furlough schemes have been used.

The Company feels confident that current cash holdings and cost controls, the forecast is secured for
re-opening the markets soon again and getting back to the original expansion strategy of the
Company.

No other events have occurred after the balance sheet date that may materially affect the assessment
of the Company's financial position.

Outlook

The Company has originally had an expectation of an increase in turnover due to new store openings
and an improved result for 2020 compared to the 2019 result. However, in March 2020 Management
has identified a significant negative effect of COVID-19 virus in the form of significantly less sales,
mainly as a result of the closure of stores. As it is currently uncertain how this develops, it is not
possible to estimate expectations for 2020 more accurately, but it is Management's expectation at the
time of financial reporting that a noticeable decrease in revenue and result towards 2019 is expected.
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Income statement

Note DKK'000 2019 2018

3 Revenue 962,136 880,677
Cost of sales -236,008 -209,933
Other external expenses -240,330 -219,121

Gross profit 485,798 451,623
4 Staff costs -428,136 -394,498
5 Amortisation/depreciation of intangible assets and property,

plant and equipment -97,157 -57,322
6 Other operating expenses -73,751 -41,531

Profit/loss before net financials -113,246 -41,728
7 Financial income 57 671
8 Financial expenses -17,287 -11,245

Profit/loss before tax -130,476 -52,302
9 Tax for the year 11,727 10,416

Profit/loss for the year -118,749 -41,886
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Balance sheet

Note DKK'000 2019 2018

ASSETS
Fixed assets

10 Intangible assets
Completed development projects 15,783 16,170
Acquired intangible assets 1,654 2,486
Goodwill 50,014 54,956

67,451 73,612

11 Property, plant and equipment
Plant and machinery 120,299 108,202
Other fixtures and fittings, tools and equipment 39,711 41,941
Leasehold improvements 192,073 169,244
Property, plant and equipment in progress 223 9,904

352,306 329,291

12 Investments
Other receivables 8,236 8,595

8,236 8,595

Total fixed assets 427,993 411,498

Non-fixed assets
Inventories
Raw materials and consumables 10,735 7,488
Finished goods and goods for resale 3,938 4,374

14,673 11,862

Receivables
Trade receivables 6,261 8,280
Receivables from group entities 0 581
Income taxes receivable 1,357 0
Other receivables 9,077 946

13 Prepayments 12,158 7,534

28,853 17,341

Cash 28,314 54,788

Total non-fixed assets 71,840 83,991

TOTAL ASSETS 499,833 495,489
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Balance sheet

Note DKK'000 2019 2018

EQUITY AND LIABILITIES
Equity

14 Share capital 1,000 1,000
Reserve for development costs 12,310 13,370
Retained earnings 9,644 127,333

Total equity 22,954 141,703
Provisions

15 Deferred tax 0 8,428
Other provisions 21,440 0

17 Total provisions 21,440 8,428
Liabilities other than provisions

16 Non-current liabilities other than provisions
Lease liabilities 2,077 3,907
Deposits 0 959
Other payables 21,112 3,124

23,189 7,990
Current liabilities other than provisions

16 Current portion of long-term liabilities 2,968 3,045
Trade payables 124,696 117,618
Payables to group entities 257,820 160,458
Income taxes payable 0 1,942
Other payables 46,766 54,305

432,250 337,368

Total liabilities other than provisions 455,439 345,358

TOTAL EQUITY AND LIABILITIES 499,833 495,489

1 Accounting policies
2 Events after the balance sheet date

18 Contractual obligations and contingencies, etc.
19 Contingent assets
20 Collateral
21 Related parties
22 Fee to the auditors appointed by the Company in general meeting
23 Appropriation of profit/loss
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Statement of changes in equity

Note DKK'000 Share capital

Reserve for
development

costs
Retained
earnings Total

Equity at 1 January 2019 1,000 13,370 127,333 141,703
23 Transfer, see "Appropriation of

profit/loss" 0 -1,060 -117,689 -118,749

Equity at 31 December 2019 1,000 12,310 9,644 22,954

14

DocuSign Envelope ID: B5EE8367-2E9D-4357-857C-93D072440932



Lagkagehuset A/S
Annual report 2019

Financial statements 1 January - 31 December

Notes to the financial statements

1 Accounting policies

The annual report of Lagkagehuset A/S for 2019 has been prepared in accordance with the provisions
in the Danish Financial Statements Act applying to large reporting class C entities.

Changes in accounting policies

As from 1 January 2019, the Company implemented the following standards and interpretations:

- IFRS 9 Financial instruments

- IFRS 15 Revenue from Contracts with Customers

The implementation of IFRS 9 has had minimum and immaterial impact on recognition and
measurement in the annual report, and the implementation of IFRS 15 has not impacted recognition
and measurement.

Changes in accounting estimates

Management has changed its accounting estimate regarding provisions for refurbishment obligations
when vacating the leased premises, as Management in prior years assessed that the refurbishment
obligation could not be estimated reliably. In 2019, Management obtained further evidence and
therefore assessed that the refurbishment obligation could be estimated realiably. The change has
had a significant impact on the financial statements as refurbishment obligations increased by DKK
13,065 thousand and the pre-tax profit was adversely affected by DKK 13,065 thousand. Equity was
adversely affected by DKK 13,065 thousand. In total, liabilities increased by DKK 13,065 thousand.
Reference is also made to the comments in the Management's review.

Omission of a cash flow statement

With reference to section 86(4) of the Danish Financial Statements Act, no cash flow statement has
been prepared. The Company's cash flows are reflected in the consolidated cash flow statement for
the higher-ranking parent company Danish Bake Holding ApS.

Reporting currency

The financial statements are presented in Danish kroner (DKK'000).

External business combinations

Recently acquired entities are recognised in the consolidated financial statements from the date of
acquisition. Entities sold or otherwise disposed of are recognised up to the date of disposal.
Comparative figures are not restated to reflect newly acquired entities. Discontinued operations are
presented separately, see below.

The date of acquisition is the date when the group actually obtains control of the acquiree.

The acquisition method is applied to the acquisition of new entities of which the group obtains
control. The acquirees’ identifiable assets, liabilities and contingent liabilities are measured at fair
value at the date of acquisition. Identifiable intangible assets are recognised if they are separable or
arise from a contractual right. Deferred tax related to the revaluations is recognised.

Positive differences (goodwill) between, on the one hand, the consideration for the acquiree, the
value of non-controlling interests in the acquired entity and the fair value of any previously acquired
equity investments and, on the other hand, the fair value of the assets, liabilities and contingent
liabilities acquired are recognised as goodwill under “Intangible assets”. Goodwill is amortised on a
straight-line basis in the income statement based on an individual assessment of the economic life of
the asset.

Negative differences (negative goodwill) are recognised in the income statement at the date of
acquisition.
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Notes to the financial statements

1 Accounting policies (continued)

Upon acquisition, goodwill is allocated to the cash-generating units, which subsequently form the
basis for impairment testing. Goodwill and fair value adjustments in connection with the acquisition of
a foreign entity with a functional currency different from the presentation currency used in the
consolidated financial statements are accounted for as assets and liabilities belonging to the foreign
entity and are, on initial recognition, translated into the foreign entity's functional currency using the
exchange rate at the transaction date.

The consideration paid for an entity consists of the fair value of the agreed consideration in the form
of assets transferred, liabilities assumed and equity instruments issued. If part of the consideration is
contingent on future events or compliance with agreed terms, such part of the consideration is
recognised at fair value at the date of acquisition. Subsequent adjustments of contingent
considerations are recognised in the income statement.

Expenses incurred to acquire entities are recognised in the income statement in the year in which
they are incurred.

Where, at the date of acquisition, the identification or measurement of acquired assets, liabilities or
contingent liabilities or the determination of the consideration is associated with uncertainty, initial
recognition will take place on the basis of provisional amounts. If it turns out subsequently that the
identification or measurement of the consideration transferred, acquired assets, liabilities or
contingent liabilities was incorrect on initial recognition, the statement will be adjusted
retrospectively, including goodwill, until 12 months after the acquisition, and comparative figures will
be restated. Hereafter, any adjustments are recognised as misstatements.

Gains or losses from disposal of subsidiaries which result in loss of control are calculated as the
difference between, on the one hand, the fair value of the selling price less selling expenses and, on
the other hand, the carrying amount of net assets.

Foreign currency translation

On initial recognition, transactions denominated in foreign currencies are translated at the exchange
rate at the transaction date. Foreign exchange differences arising between the exchange rates at the
transaction date and the date of payment are recognised in the income statement as financial income
or financial expenses.

Receivables and payables and other monetary items denominated in foreign currencies are translated
at the exchange rate at the balance sheet date. The difference between the exchange rates at the
balance sheet date and the date at which the receivable or payable arose or was recognised in the
most recent financial statements is recognised in the income statement as financial income or
financial expenses.

Income statement

Revenue

Income from the sale of goods for resale and finished goods is recognised in revenue when a store
sells the goods to the customer. Payment is usually due when the customer picks up the goods in the
store.

For the customer loyalty program, a performance obligation is recognised at the date of recognition of
the sale triggering the allocation of bonus points. The performance obligation is measured at the
estimated fair value of the bonus points allocated. Revenue is recognised when the customer uses the
bonus points.

Income from the rendering of services is recognised as revenue as the services are rendered.

Revenue is measured at the fair value of the agreed consideration excluding VAT and taxes charged
on behalf of third parties. All discounts and rebates granted are recognised in revenue.
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Other operating expenses

Other operating expenses comprise items of a secondary nature relative to the Company's core
activities, including group contribution and losses on the sale of non-current assets.

Cost of sales

Cost of sales includes the cost of goods used in generating the year's revenue.

Other external expenses

Other external expenses include the year's expenses relating to the Company's core activities,
including expenses relating to distribution, sale, advertising, administration, premises, bad debts,
payments under operating leases, etc.

Staff costs

Staff costs include wages and salaries, including compensated absence and pension to the Company's
employees, as well as other social security contributions, etc. The item is net of refunds from public
authorities.

Amortisation/depreciation

The item comprises amortisation/depreciation of intangible assets and property, plant and equipment.

The cost net of the expected residual value for completed development projects and other acquired
intangible assets is amortised over the expected useful life.

Goodwill is amortised over the expected economic life of the asset, measured by reference to
Management's experience in the individual business, profitability, market position, business segment
and dependency on key employees.

The basis of amortisation, which is calculated as cost less any residual value, is amortised on a
straight line basis over the expected useful life. The expected useful lives of the assets are as follows:

Completed development projects 5 years
Acquired intangible assets 5-10 years
Goodwill 10 years

The expected useful life of the Company's investments in software and completed development
projects is 5 years, which is considered to be the expected use of the asset.

The Company's investments in other acquired intangible assets are considered to be of strategic
importance to future operations. Taking into consideration the Company's plans to increase activities,
the economic life has been assessed to be 10 years.

The residual value of all intanigble assets is assessed to be DKK 0.

Depreciation is based on the residual value of the asset and is reduced by impairment losses, if any.
The depreciation period and the residual value are determined at the acquisition date and are
reassessed annually. Where the residual value exceeds the carrying amount of the asset, no further
depreciation charges are recognised.

In the case of changes in the depreciation period or the residual value, the effect on the depreciation
charges is recognised prospectively as a change in accounting estimates.
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The basis of depreciation, which is calculated as cost less any residual value, is depreciated on a
straight line basis over the expected useful life. The expected useful lives of the assets are as follows:

Plant and machinery 5-15 years
Other fixtures and fittings, tools and
equipment

3-5 years

Leasehold improvements 10 years

The residual value of all items of property, plant and equipment is assessed to be 0 DKK.

The basis of depreciation is calculated taking into account the residual value of the asset and is
reduced by any impairment.

The residual value is determined at the time of acquisition and is reassessed every year. Where the
residual value exceeds the carrying amount of the asset, no further depreciation charges are
recognised. In case of changes in the residual value, the effect on the depreciation charges is
recognised prospectively as a change in accounting estimates.

In the case of changes in the depreciation period or the residual value, the effect on the depreciation
charges is recognised prospectively as a change in accounting estimates.

Financial income and expenses

Financial income and expenses are recognised in the income statement at the amounts that relate to
the financial reporting period. The items comprise interest income and expenses, e.g. from group
entities and associates, dividends declared from other securities and investments, financial expenses
relating to finance leases, realised and unrealised capital gains and losses relating to other securities
and investments, exchange gains and losses and amortisation of financial assets and liabilities.

Tax

Tax for the year includes current tax on the year's expected taxable income and the year's deferred
tax adjustments. The portion of the tax for the year that relates to the profit/loss for the year is
recognised in the income statement, whereas the portion that relates to transactions taken to equity
is recognised in equity.

The entity and its Danish group entities are taxed on a joint basis. The Danish income tax charge is
allocated between profit-making and loss-making Danish entities in proportion to their taxable income
(full allocation method).

Jointly taxed entities entitled to a tax refund are reimbursed by the management company based on
the rates applicable to interest allowances, and jointly taxed entities which have paid too little tax pay
a surcharge according to the rates applicable to interest surcharges to the management company.
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Balance sheet

Intangible assets

Goodwill is measured at cost less accumulated amortisation and impairment losses.

Other intangible assets include development projects and other acquired intangible rights, including
software licences, distribution rights and development projects.

Other intangible assets are measured at cost less accumulated amortisation and impairment losses.

Development costs comprise expenses, salaries and amortisation directly or indirectly attributable to
development activities.

Development projects that are clearly defined and identifiable, where the technical feasibility,
sufficient resources and a potential future market or development opportunities areidentifiable and
where the Company intends to produce, market or use the project, are recognised as intangible assets
provided that the cost can be measured reliably and that there is sufficient assurance that future
earnings can cover production costs, selling costs and administrative expenses and development
costs. Other development costs are recognised in the income statement as incurred.

Development costs that are recognised in the balance sheet are measured at cost less accumulated
amortisation and impairment losses.

Property, plant and equipment

Items of property, plant and equipment are measured at cost less accumulated depreciation and
impairment losses. Cost includes the acquisition price and costs directly related to the acquisition
until the time at which the asset is ready for use.

The cost of a total asset is divided into separate components, which are depreciated separately if the
useful life of the individual components is different.

Gains or losses are calculated as the difference between the selling price less selling costs and the
carrying amount at the date of disposal. Gains and losses from the disposal of property, plant and
equipment are recognised in the income statement as other operating income or other operating
expenses.

Leases

The Company has chosen IAS 17 as interpretation for classification and recognition of leases.

On initial recognition, leases for assets that transfer substantially all the risks and rewards incident to
the ownership to the Company (finance leases) are measured in the balance sheet at the lower of fair
value and the present value of the future lease payments. In calculating the net present value, the
interest rate implicit in the lease or the incremental borrowing rate is used as the discount factor.
Assets held under finance leases are subsequently accounted for in the same way as the Company's
other assets.

The capitalised residual lease liability is recognised in the balance sheet as a liability, and the interest
element of the lease payment is recognised in the income statement over the term of the lease.

Leases that do not transfer substantially all the risks and rewards incident to the ownership to the
Company are classified as operating leases. Payments relating to operating leases and any other rent
agreements are recognised in the income statement over the term of the lease. The Company's
aggregate liabilities relating to operating leases and other rent agreements are disclosed under
"Contingent liabilities".
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Impairment of fixed assets

The carrying amount of intangible assets, property, plant and equipment and investments in
subsidiaries is assessed for impairment on an annual basis.

Impairment tests are conducted on assets or groups of assets when there is evidence of impairment.
The carrying amount of impaired assets is reduced to the higher of the net selling price and the value
in use (recoverable amount).

The recoverable amount is the higher of the net selling price of an asset and its value in use. The
value in use is calculated as the present value of the expected net cash flows from the use of the
asset or the group of assets and the expected net cash flows from the disposal of the asset or the
group of assets after the end of the useful life.

Previously recognised impairment losses are reversed when the reason for recognition no longer
exists. Impairment losses on goodwill are not reversed.

Inventories

Inventories are measured at cost in accordance with the FIFO method. Where the net realisable value
is lower than cost, inventories are written down to this lower value. The net realisable value of
inventories is calculated as the sales amount less costs of completion and costs necessary to effect
the sale and is determined taking into account marketability, obsolescence and development in the
expected selling price.

The cost of raw materials and consumables comprises the cost of acquisition plus delivery costs.

The cost of finished goods and work in progress includes the cost of raw materials, consumables,
direct labour and indirect production overheads.

Receivables

Receivables are measured at amortised cost.

The Company has chosen IFRS 9 as interpretation for impairment of financial receivables.

Write-downs on trade receivables are based on the simplified expected credit loss model. Credit loss
allowances on individual receivables are provided for when objective indications of credit losses occur
such as customer bankruptcy and uncertainty about the customers' ability and/or willingness to pay,
etc. In addition to this, allowances for expected credit losses are made on the remaining trade
receivables based on a simplified approach.

Prepayments

Prepayments recognised under "Assets" comprise prepaid expenses regarding subsequent financial
reporting years.

Cash

Cash and cash equivalents comprise cash and short-term marketable securities which are subject to an
insignificant risk of changes in value.

20

DocuSign Envelope ID: B5EE8367-2E9D-4357-857C-93D072440932



Lagkagehuset A/S
Annual report 2019

Financial statements 1 January - 31 December

Notes to the financial statements

1 Accounting policies (continued)

Equity

Reserve for development costs

The reserve for development costs comprises recognised development costs. The reserve cannot be
used to distribute dividends or cover losses. The reserve will be reduced or dissolved if the recognised
development costs are no longer part of the Company's operations by a transfer directly to the
distributable reserves under equity.

Proposed dividends

Dividend proposed for the year is recognised as a liability once adopted at the annual general meeting
(declaration date). Dividends expected to be distributed for the financial year are presented as a
separate item under "Equity".

Provisions

Provisions relate to refurbishment obligations relating to the Group's leased premises. The
refurbishment obligation is calculated as the present value of the estimated net costs of
refurbishment when leased premises are vacated. This will occur no earlier than at the end of the
expected useful life.

Income taxes

Current tax payables and receivables are recognised in the balance sheet as the estimated income tax
charge for the year, adjusted for prior-year taxes and tax paid on account.

Deferred tax is measured according to the liability method on all temporary differences between the
carrying amount and the tax base of assets and liabilities. However, deferred tax is not recognised on
temporary differences relating to goodwill which is not deductible for tax purposes and on office
premises and other items where temporary differences, apart from business combinations, arise at
the date of acquisition without affecting either profit/loss for the year or taxable income. Where
alternative tax rules can be applied to determine the tax base, deferred tax is measured based on
Management's intended use of the asset or settlement of the liability, respectively.

Deferred tax is measured according to the tax rules and at the tax rates applicable at the balance
sheet date when the deferred tax is expected to crystallise as current tax. Deferred tax assets are
recognised at the expected value of their utilisation; either as a set-off against tax on future income
or as a set-off against deferred tax liabilities in the same legal tax entity. Changes in deferred tax due
to changes in the tax rate are recognised in the income statement.

Liabilities

Financial liabilities are recognised at the date of borrowing at the net proceeds received less
transaction costs paid. On subsequent recognition, financial liabilities are measured at amortised cost,
corresponding to the capitalised value, using the effective interest rate. Accordingly, the difference
between the proceeds and the nominal value is recognised in the income statement over the term of
the loan. Financial liabilities also include the capitalised residual lease liability in respect of finance
leases.

Other liabilities are measured at net realisable value.
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Lease liabilities

Lease liabilities are measured at the net present value of the remaining lease payments including any
guaranteed residual value based on the interest rate implicit in the lease.

Financial ratios

The financial ratios stated under "Financial highlights" have been calculated as follows:

Operating profit/loss Profit/loss before financial items adjusted for other operating
income and other operating expenses

Operating margin
Operating profit (EBIT) x 100

Revenue

Return on assets
Profit/loss from operating activites x 100

Average assets

Current ratio
Current assets x 100

Current liabilities

Equity ratio
Equity, year-end x 100

Total equity and liabilities, year-end

Return on equity
Profit/loss after tax x 100

Average equity

2 Events after the balance sheet date

In March 2020 the Danish bakery at Amerikavej was closed and moved to Priorparken. Commercially
and efficiency wise this was done as planned. Write down of assets at Amerikavej per December 31,
2019 amounting to DKK 14.5 million is accounted for in 2019 as the decision was made in 2019.

In March 2020, COVID-19 changed the Danish market condition dramatically, with legislation closing
malls, Copenhagen Airport as well as café areas and as a result customer traffic is significantly
reduced and 13 stores are temporarily closed in Denmark. In order to secure as many jobs as possible,
the governmental furlough schemes have been used.

The Company feels confident that current cash holdings and cost controls, the forecast is secured for
re-opening the markets soon again and getting back to the original expansion strategy of the
Company.

No other events have occurred after the balance sheet date that may materially affect the assessment
of the Company's financial position.
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3 Segment information

The Company only operates within one business segment, operation of bakeries, only in Denmark.
Therefore, no separate segment information has been provided.

DKK'000 2019 2018

4 Staff costs
Wages/salaries 385,827 354,234
Pensions 26,138 22,761
Other social security costs 6,071 7,148
Other staff costs 13,211 12,266
Staff costs transferred to non-current assets -3,111 -1,911

428,136 394,498

Average number of full-time employees 1,053 958

For 2019, remuneration to the Executive Board amounted to DKK 9,516 thousand, including
additional remuneration in the transition period of board members amounting to DKK 6,577
thousand. Remuneration to the None Executive Board for 2018 is not disclosed according to section
98 B(3) of the Danish Financial Statements Act.

5 Amortisation/depreciation of intangible assets and property,
plant and equipment

Amortisation of intangible assets 18,831 10,795
Depreciation of property, plant and equipment 78,326 46,527

97,157 57,322

6 Other operating expenses

Other operating expenses include group contribution, totalling DKK 61,839 thousand (2018: DKK
40,550 thousand), and losses on rental contract when vacating and on the sale of property, plant and
equipment, including other operating equipment, totalling DKK 11,912 thousand (2018: DKK 981
thousand).

7 Financial income
Other financial income 57 671

57 671

8 Financial expenses
Interest expenses, group entities 6,816 4,723
Other financial expenses 10,471 6,522

17,287 11,245

9 Tax for the year
Estimated tax charge for the year -3,299 1,942
Deferred tax adjustments in the year -8,428 -12,358

-11,727 -10,416
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10 Intangible assets

DKK'000

Completed
development

projects
Acquired

intangible assets Goodwill Total

Cost at 1 January 2019 26,860 7,221 73,232 107,313
Additions on merger /

corporate acquisition 0 0 1,990 1,990
Additions in the year 10,680 0 0 10,680

Cost at 31 December 2019 37,540 7,221 75,222 119,983

Impairment losses and
amortisation at
1 January 2019 10,690 4,735 18,276 33,701

Amortisation/depreciation in
the year 11,067 832 6,932 18,831

Impairment losses and
amortisation at
31 December 2019 21,757 5,567 25,208 52,532

Carrying amount at
31 December 2019 15,783 1,654 50,014 67,451

Amortised over 5-10 years 10 years

Other acquired intanigble assets include software, rights and licences.

11 Property, plant and equipment

DKK'000
Plant and

machinery

Other fixtures
and fittings,

tools and
equipment

Leasehold
improvements

Property, plant
and equipment

in progress Total

Cost at 1 January 2019 178,883 108,855 292,183 9,904 589,825
Additions in the year 32,587 17,162 55,904 223 105,876
Disposals in the year 0 -3,650 0 -894 -4,544
Transfer from other accounts 3,209 -1,335 7,136 -9,010 0

Cost at 31 December 2019 214,679 121,032 355,223 223 691,157

Impairment losses and depreciation
at 1 January 2019 70,681 66,914 122,939 0 260,534

Amortisation/depreciation in the
year 23,699 14,416 40,211 0 78,326

Amortisation/depreciation and
impairment of disposals in the
year 0 -9 0 0 -9

Impairment losses and depreciation
at 31 December 2019 94,380 81,321 163,150 0 338,851

Carrying amount at
31 December 2019 120,299 39,711 192,073 223 352,306

Property, plant and equipment
include finance leases with a
carrying amount totalling 0 2,374 2,031 0 4,405

Depreciated over 5-15 years 3-5 years 10 years
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12 Investments
DKK'000 Other receivables

Cost at 1 January 2019 8,595
Additions in the year 285
Disposals in the year -644

Cost at 31 December 2019 8,236

Carrying amount at 31 December 2019 8,236

Other receivables mainly consist of leasehold deposits.

13 Prepayments

Prepayments include accrual of expenses relating to subsequent financial years, including rent, DKK
7,108 thousand (2018: DKK 6,361 thousand).

DKK'000 2019 2018

14 Share capital

Analysis of the share capital:

1,000 shares of DKK 1,000.00 nominal value each 1,000 1,000

1,000 1,000

The Company's share capital has remained DKK 1,000 thousand over the past 5 years.

DKK'000 2019 2018

15 Deferred tax

Deferred tax at 1 January 8,428 20,786
Other deferred tax -8,428 -12,358

Deferred tax at 31 December 0 8,428

Deferred tax relates to:

Intangible assets 0 4,346
Property, plant and equipment 0 4,082

0 8,428
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16 Non-current liabilities other than provisions

DKK'000
Total debt at
31/12 2019

Repayment,
next year

Long-term
portion

Outstanding debt
after 5 years

Lease liabilities 3,907 1,830 2,077 0
Other payables 22,250 1,138 21,112 0

26,157 2,968 23,189 0

At 31 December 2019, payables to group entities amounted to DKK 258 million. The debt is short-
term at 31 December 2019. After the balance sheet date, the Company received a subordination
letter from the Parent Company amounted to DKK 32 million, confirming that the loan will not be
recalled until 31 December 2020.

Together with the group entities, Danish Bake A/S and Danish Bake Group ApS, the Company had
credit facilities of DKK 550 million as of 31 December 2019. Only Danish Bake A/S has debt to credit
institutions in relation to this credit facility. The debt to the credit institutions totalled DKK 422
million, including bank guarantees at 31 December 2019. The agreement expires in August 2021. The
agreement includes covenants.

17 Provisions

Other provisions comprise provisions for refurbishment obligations, totalling DKK 13,065 thousand,
and provisions for losses on rental contract when vacating, totalling DKK 8,375 thousand.

Provision covering refurbishment obligations is viewed per market and the individual lease contracts.
Any estimates are based on quotes for the different types of leases or previous terminations, where
applicable.

18 Contractual obligations and contingencies, etc.

Other contingent liabilities

DKK'000 2019 2018

Other contingent liabilities 17,023 37,180

17,023 37,180

Other contingent liabilities include bank guarantees in relation to leaseholds.

The Company has provided a guarantee of DKK 275 million to the credit institutions for the parent
company Danish Bake A/S.

The Company is jointly taxed with its parent, Danish Bake Holding ApS, which acts as management
company, and is jointly and severally liable with other jointly taxed group entities for payment of
income taxes as well as withholding taxes on interest, royalties and dividends.

Other financial obligations

Other rent and lease liabilities:

DKK'000 2019 2018

Rent and lease liabilities 242,661 233,109

Rental and lease commitments are in all material respects rent commitments and reflect the rent
during the non-cancellable period. DKK 62,644 thousand (2018: DKK 58,606 thousand) falls due
within one year.
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19 Contingent assets

The Company has deferred tax assests, which mainly consist of tax loss carry-forwards. The nominal
value thereof totals DKK 17,610 thousand. DKK 0 thousand of the amount has been recognised in the
balance sheet due to the uncertainty as to the utilisation of the tax losses.

20 Collateral

The Company has not provided any security or other collateral in assets at 31 December 2019.

21 Related parties

Lagkagehuset A/S' related parties comprise the following:

Parties exercising control

Related party Domicile Basis for control

Parent company Danish Bake A/S Copenhagen, Denmark Participating interest
Parent company Cidron Garonne Limited Heller Jersey, Jersey Participating interest

Information about consolidated financial statements

Parent Domicile

Requisitioning of the parent
company's consolidated
financial statements

Danish Bake Holding ApS Copenhagen, Denmark Requisitioning at the
company's address

Related party transactions

Lagkagehuset A/S was engaged in the below related party transactions:

DKK'000 2019 2018

Financial expenses 6,816 4,723
Management fee 8,386 7,863
Group contribution 61,839 40,550

Information on receivables from group entities and payables to group entities is disclosed in the
balance sheet of the annual report.

Information on the remuneration to management

Information on the remuneration to Management appears from note 4, "Staff costs".

22 Fee to the auditors appointed by the Company in general meeting

With reference to section 96(3) of the Danish Financial Statements Act, audit fees are not disclosed.
The fee is specified in the consolidated financial statements of Danish Bake Holding ApS.

DKK'000 2019 2018

23 Appropriation of profit/loss
Recommended appropriation of profit/loss
Other statutory reserves -1,060 13,370
Retained earnings/accumulated loss -117,689 -55,256

-118,749 -41,886

27

DocuSign Envelope ID: B5EE8367-2E9D-4357-857C-93D072440932


		2020-08-24T06:48:52-0700
	Digitally verifiable PDF exported from www.docusign.com




