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Financial highlights and key ratios
DKK mio.

Statement of comprehensive income
Revenue

Gross profit

EBITDA

Profit/loss from ordinary activities
Profit/loss for the year
Comprehensive income for the year
Balance sheet

Total assets

Investment in property, plant and equipment
Equity

Cash flows

Cash flows from operating activities
Cash flows from investing activities, net
Thereof, investment in property, plant
and equipment

Cash flows from financing activities
Total cash flows

Employees
Average number of employees

Financial ratios stated as a percentage
Gross margin

Operating margin

Return on invested capital

Solvency ratio

Return on equity

For definitions, please see the accounting policies.

2019

873
392
159

30

1,211
241
492

111
-14

552

45.0
3.5
2.6

40.8
0.5

2018

828
367
138

14
-18
-18

1,239
304
489

126
-30

-23
-103

551

44.4
1.7
1.2

39.5

2016/17
(15 months)

1,111
377
101

73
13
13

999
67
507

159

554

33.9
6.5
7.3

50.8
2.6

2015/16

863
306
98
50
50
50

1,028
57
498

535

355
9.0
7.8

48.5

10.5

2014/15

858
291
84
24
24
24

998
42
448

546

33.8
8.1
7.3

44.9
2.2
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Word from the CEO of PWT Group — PWT Group dressed for the future

PWT Group delivered solid operational and financial performance in 2019 as we maintained a sharp focus
on improving our product portfolio, strengthening our value proposition towards customers and estabish-
ing a truly integrated physical and digital business. We grew the business with the addition of 15 Brand-
stad stores in Norway, which contributed to ensuring profitable growth in 2019. In short, we met the
expectations set out for our business despite a continuation of the challenging market conditions for our
retail chains.

Our customer-centric approach and sharp focus on day-to-day cost reductions were supplemented by
organisational changes in early 2019 as we anchored all production-related activities in onedepartment
responsible for development, sourcing, communication and merchandising. We also reorganised the
Group’s sales activities in three distribution channels focused on retail, wholesale and online after the
acquisition of the Brandstad business as of March 2019.

The new structure was established to strengthen alignment between design, sourcing and sales activities
o0 accommodate customer demand and ensure a satisfactory level of profitability. We have seen positive
results of these initiatives already, and we expect further improvements to materialise in the coming pe-
riod.

Our strengthened organisation will improve the Group’s omni-channel and online sales setup, and our
digitalisation agenda is progressing to plan. This is underlined by the fact that our omni-channel and online
sales grew at a satisfactory pace and made up 10% of Group revenue in 2019.

While we saw a continued positive development in our business in January and February 2020, the global
outbreak of COVID-19 and subsequent store closures will have a severe negative impact on our opera-
tional and financial performance for the full-year. We are not in a position to provide financial guidance
for the year, but we have launched a number of initiatives to ensuring the safety of our employees, cus-
tomers and partners while protecting PWT Group’s business under challenging conditions in 2020. For a
more detailed description of subsequent event, see note 2.

Ole Koch Hansen
CEO PWT Group A/S
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MANAGEMENT COMMENTARY

Group chart 31. December 2019

P-WT 2007 A/fS
(Denmark)

65,42%

PWT Holding A/S

{Denmark)
100%
PWT GROUP A/S
{Denmark)
100% 100%
PWT NORWAY AS PWT GERMAMNY GmbH
(Morway) {Germany)

| 100%

WagMo AS
(Morway)

Group activities
P-WT 2007 had until the restructuring in 2020 the majority of shares in PWT Holding which owned the
PWT Group

PWT Group is a leading Scandinavian menswear business, which in 2019 owned and operated the three
menswear chains, Tgjeksperten, Wagner and Brandstad, and the international brand and wholesale
company within menswear, PWT Brands.

PWT Group’s three retail chains are operated under separate names and focus on different target
groups as the strategy also sets out to further optimize management and back office functions handling
procurement, marketing and administration in order to capitalise on synergies and obtain economies of
scale.
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Tojeksperten is the largest menswear chain in Denmark with 115 shops across the country, of which 61
are owned by the Group, while 53 are franchises. Tgjeksperten focuses on quality clothing for fashion-

conscious men of all ages and sells both its own and external brands.

Wagner has 36 shops in Denmark, 18 in Norwayand 8 in Sweden. 20 Danish, 15 Norwegian and 3 Swe-

dish shops are owned by the Group, while 16 Danish shops, 3 Norwegian and 5 Swedish are franchises.
Wagner primarily sells the Group’s own brands.

Brandstad has 15 shops in Norway, which all are owned by the Group. Brandstad is a premium mens-
wear chain focused on delivering good service, high quality and well-known brands through a modern
store network.

PWT Brands is an international brand and wholesale company offering distinctive brands with a full
product range within menswear. PWT Brands develops, produces and sells a wide range of strong
brands — Lindbergh, Shine Original, Bison, JUNK de LUXE, Morgan and Jack’s Sportswear Intl., which are
sold by the Group’s own three retail chains. In addition, the Group’s brands are sold by more than 900
independent retailers in 30 countries.

Performance in the financial year under review

PWT Group delivered satisfactory business performance in 2019 and met the Group’s expectations for
the year as operating profit (EBITDA) improved by 15%. While the Danish retail activities generated lower
revenue in a competitive and challenged market, the Group’s sharp focus on cost reductions entailed
lower expenses, driving improved profitability, which was further supported by higher revenue and lower
expenses in the wholesale business.

Total revenue increased to DKK 873 million in 2019 from DKK 828 million in 2018. Progress was driven by
the increase in wholesale revenue and the acquisition of Brandstad effective as of 1 March 2019, which
more than offset the revenue decline in the Danish business.

The Group improved operating profit (EBITDA) to DKK 159 million corresponding to an EBITDA margin of
18.2% in 2019 against EBITDA of DKK 138 million and an EBITDA margin of 16.6% in 2018. The positive
development in earnings and profitability was attributable to the increase in revenue and successful cost
reductions. Profitability was adversely impacted by an unsatisfactory product mix with a larger share of
products at lower price points compared to historic levels, but product mix changes during the year had

a positive effect towards the end of 2019, and further steps have been taken to recalibrate the product
mix. Due to cost saving initiatives completed during 2019, the number of full time employees was stable
at 551 against 552 in 2018 despite the expansion in Norway with the acquisition of 15 Brandstad stores.

The ‘Retail Denmark’ segment — comprised of retail chains Tgjeksperten and Wagner —generated revenue
of DKK 485 million in 2019 against DKK 512 million in 2018. Performance was relatively stable in Tgjek-
sperten, whereas Wagner’s contribution to Group revenue was further impeded by changes in the store
network, including conversion of Wagner stores to Tgjeksperten stores. Despite the decline in revenue,
the two Danish retail chains increased operating profit (EBITDA) slightly to DKK 87 million and realised an
improved EBITDA margin of 17.9% in 2019 against EBITDA of DKK 85 million and an EBITDA margin of
16.6% in 2018. The profitability improvement was realised through optimisation efforts and strict cost
control initiatives. The two chains maintained a strong market position in 2019, and additional optimiza-
tion initiatives will be completed in 2020.
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The Group’s ‘Wholesale Worldwide’ segment, PWT Brands, reported an increase in revenue to DKK 561
million in 2019 from DKK 507 million in 2018. Operating profit (EBITDA) increased to DKK 43 million cor-
responding to a slightly improved EBITDA margin of 7.7% in 2019 against an EBITDA of DKK 36 million and
an EBITDA margin of 7.1% in 2018. The increase in revenue was driven by an improvement of the product
mix and sales to the new Brandstad stores.

The ‘Retail Norway’ segment was established following the acquisition of 15 Brandstad stores effective
on 1 March 2019 and is comprised of retail chains Wagner and Brandstad. The segment delivered good
business performance and generated revenue of DKK 95 million and operating profit (EBITDA) of DKK 24
million corresponding to an EBITDA margin of 24.9%.

The ‘Other units’ segment comprises online business, including B2C and omni-channel sales, retail activi-
ties in Sweden and Group eliminations. The segment’s external revenue was DKK 7 million in 2019, and
operating profit (EBITDA) was DKK 5 million.

The Group’s depreciation charges increased to DKK 128 million in 2019 from DKK 124 million in 2018,
driven mainly by the acquisition of Brandstad. Financial expenses came to DKK 29 million in 2019 against
DKK 32 million in 2018 with both years being impacted by adjustments of USD hedging instruments.

The Group’s result before tax came to a profit of DKK 1 million in 2019 against a loss of DKK 18 million in
2018.

Operational optimisation
The ongoing efforts to optimise PWT Group’s business and reduce costs while constantly improving
customers’ experience with the Group’s brands and retail chains continued in 2019 and included:

e Costsavings leading to streamlining of the organisation and a lower cost level during the year with
increased savings in the second half.

e Continuedinvestmentsinthe Group’s online business including B2C, B2B and omni-channel sales,
which generated solid growth rates during the year.

e Expansion of our footprint with the acquisition of 15 Brandstad stores effective as of 1 March

2019.
® Increased focus on improving the product mixtowards a higher share of mid and premium price
products.
Tojeksperten

The Group’s largest retail chain, Tgjeksperten, maintained a store network of 115 stores following 2 Wag-
ner store conversions to Tgjeksperten in selected locations. The chain performed as expected before
COVID19, delivering slightly lower sales and profitability in 2019.

Wagner

Retail chain Wagner reduced its network to 62 stores in Denmark, Norway and Sweden and did not per-
form as expected during 2019. Strategic changes initiated towards the end of 2019 to improve the product
mix and store network are expected before COVID19 to contribute to a positive development in 2020 and
beyond.
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Brandstad
The Group acquired Norwegian retail chain Brandstad as of March 2019, and the performance of the
chain’s 15 stores exceeded expectations before COVID19.

Wholesale Worldwide

2019 sales met expectations and enabled higher gross profit, which was further supported by an im-
proved product mix and lower expenses realized on the back of cost saving initiatives. These strategic
initiatives contributed to ensuring higher profitability in 2019. The improvement of the product mix was
partially implemented in 2019 and is expected to contribute positively to sales and the gross margin in
2020. Following full implementation of the cost saving initiatives, profitability is expected to be posi-
tively affected in 2020 and the coming years.

Events after the balance sheet date

2020 started off well, being ahead on both revenueand EBITDA. Then COVID-19 started in March, which
closed off most of the world. As a consequence, PWT Group A/S was forced to close all stores in the
centers and voluntarilyclosed the remaining stores. This has had major consequences due to the lack of
turnover and increased inventory.

The above had such a huge financial impact on the company that the management saw the need to go
into restructuring on April 17, 2020. The restructuring ended with the group having to close its 30 stores
in Norway and another 20 stores in Denmark. In addition, a large savings plan were implemented, with
20% of the staff being laid off.

The reconstruction ended on June 2, 2020, by the creditors agreeing to a chord of 20% + a possible upside
of 10%. In connection with the restructering, the immediate parent PWT Holding A/S have filed for bank-
rupty, and subsequent a new controlling ultimate owner have taken over control the Group.

Apart from the negative impact of the outbreak of COVID-19, no material events have occurred after the
financial year-end. Refer to note 2 in the financial statement.

Outlook

While PWT Group delivered positive businessperformance in January and February 2020, the global out-
break of COVID-19 and subsequent store closureswill have a severe negative impact on operational and
financial performance for the full-year. Due to the prevailing uncertainty, management is not in a position
to provide financial guidance for the year.

In the medium term (3-5 years), PWT Group remains committed to report annual revenue growth in the
range of 3-6% with operating profit margin (EBITDA) improving significantly to 22% despite a continuation
of the challenging market conditions. Growth is expected to be driven by increasing export sales of the
Group’s brands to independent retailers as well as progress by On-line and Omni channel sales. Profita-
bility is furthermore expected to increase due to continued focus on operational optimisation

Risk management

Risk management is an integrated part of the managerial process in PWT Group to limit uncertainties and
risks in relation to the financial and strategic targets defined for the Group. As part of the annual update
and approval of the strategy plan, Management assesses relevant business risks. For the purpose of risk
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assessment, Management considers, when required, the policy on currency risks adopted by the Board of
Directors.

The Executive Board is responsible for ensuring that risks are continuously identified, assessed and ac-
counted for in order to reduce any financial implications and probability of them becoming reality.

Operating risks
The Group’s primary operating risks relate to the Group’s ability to maintain a market share on the Danish
market for menswear.

The Group operates primarily within retail trading, which is sensitive to market fluctuations, as socio-
economic developments and private spending impact revenue and earnings. PWT Group is particularly
affected by economic trends in Denmark from where the vast majority of Group revenue derives. Man-
agement regularly keeps track of realised and forecast market development to adjust costs and activities.

To counter market-related risks, the Group has, in recent years, invested heavily in developing the Group’s
brands and sale on the primary export markets by the wholesale business.

In Management’s view, the notably strong market position diversifies and reduces operating risks to a
certain degree.

Financial risks

The Group manages its financial risks centrally as well as coordinates liquidity management and funding.
Together with the Board of Directors, Management annually assesses the Group’s most important risks
and, by way of regular monthly reporting, reports on aspects which may materially affect the Group’s
activities and risks. Corporate policy is not to engage in any speculation in financial risks, see note 37.

Internal control and risk management systems for financial reporting purposes

The Board of Directors and the Executive Board are overall responsible for risk management and internal
controls in the Group for financial reporting purposes. An audit committee has been established, which,
together with the organisational structure and internal guidelines, makes up the control environment to-
gether with legislation and other rules applying to the Group. The Group’s organisational structure and
staff numbers are addressed at board meetings.

In relation to the financial reporting process, Management pays special attention to the following internal
controls, supporting a satisfactory financial reporting process:

e Credit rating of debtors
e Assessment of the valuation of USD positions
e Assessment of accrual and valuation of inventories

PWT Group has established a Group reporting process comprising monthly reporting in the form of budget
follow-up, performance assessment and compliance with defined targets.

On the basis of the Group reporting and reporting on other selected areas, five board meetings are held
each year at which the reporting received is discussed and assessed.
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Moreover, central persons from the Group participate in the board meetings at which they describe and
account for the risks and controls within their areas of responsibility.

Capital resources
Management regularly assesses the appropriateness of the Group’s net interest-bearing debt, which de-

clined to DKK 453 million at year-end (2018: DKK 504 million) due to lower lease debt.
PWT Group’s senior secured bonds of DKK 275 million listed on Nasdaq Stockholm have a life of five
years (17 October 2022). The bonds do not come with a fixed repayment schedule and are not subject

to specific covenants. There are two covenants which are fulfilled in relation to the senior secured bond.

Refer to Note 2 regarding subsequent events disclosure
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CORPORATE SOCIAL RESPONSIBILITY

In its capacity as a portfolio company under Polaris Private Equity, P-WT 2007 complies with the recom-
mendations of the Danish Venture Capital and Private Equity Association (DVCA).

Reference is made to www.DVCA.dk for further information on the guidelines.

THE FRAMEWORK

POLICIES

PWT Group’s sustainability work is based on theUN Global Compact’s ten principles and follows the ap-
proach set forth in the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on
Business and Human Rights (UNGP’s). The Group’s CSR Policy refers to international endorsed principles
for sustainable development, such as The International Bill of Human Rights, including core ILO labour
rights, the Rio Declaration and the UN Convention against Corruption.

VALUE CHAIN

PWT Group develops and markets its seven brands that are sold by more than 900 independent retailers
and the Group’s own retail chains Tgjeksperten, Wagner and Brandstad (around 200 stores in Denmark,
Norway, Sweden and China). The production takes place in several countries across the globe. PWT Group
does not own any factories but cooperate with a range of suppliers, both directly with production facilities
and via sourcing houses. The top-50 factories represent 90% of all orders.

PARTNERSHIPS

PWT Group collaborates with several organizations and initiatives in order to create as much positive
impact as possible.

11
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MISSION

We dress men
with care for

people and the planst

VISION
= Decent work & economic growth

» Responsible consumption
and production

DECENT Wy AsD
FCOANC CROWTH
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¢ Policy

e Due Diligence
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= Remediate

e Accounting

PARTNERSHIPS
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o Fire and Bui ding Sofety in Bangiodesh
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Cl:

BetterCotton.org

plastic change

PRODUCTS

e Sustainable materials and design
e Responsible buying processes
e Proper working conditions

¢ Environmental responsibility

CUSTOMERS

¢ Products without harmful chemicals
e Sustainable use of products

¢ CSR into the brands’ storytelling

GROWTH

¢ Good moral and ethics

¢ CSR as part of the DNA

¢ National and international partnerships
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SOURCING
COUNTRIES

Thea top-50 factories account for
90% of the annual orders

BANGLADESH CHIMNA

34°% 31%

PAKISTAN

10%
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PORTUGAL

o
0

6 FACTORIES

—

PAKISTAM

CAMBODIA

o
0

2 FACTORIES

CHINA

MYANMAR

o
0

2 FAGTORIES

OTHER COUNTRIES
4%
(1]

25 FACTORIES
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HUMAN AND LABOUR RIGHTS

Quite a lot of people are involved throughout theentire value chain, from the cotton farmer, to the work-
ers in the sewing factory, to the sales assistants, etc. PWT Group has a substantial impact on many peo-
ple’s lives and the Group continuously works to ensure that the respect for human- and labour rights is
upheld throughout its activities.

PWT Group

The Group is continuously assessing its own workingconditions and culture in order to ensure a safe and
satisfying working environment for all its employees. PWT Group generally promotes health and wellbe-
ing at work, and all employees are offered a complimentary health insurance scheme. The Group’s staff
association organizes events, seminars and workshops for social and educational purposes and employ-
ees are offered relevant courses.

HUMAN AND LABOUR RIGHTS IN THE SUPPLY CHAIN

It is of great importance to ensure that human and labour rights are respected throughout the Group’s
supply chain. PWT Group dedicates significant resources to support suppliers in handling their due dili-
gence work. It is a long road, and the Group does not expect suppliers to improve all issues over night,
but it is expected that they make an effort to identify, prevent, remediate and mitigate negative im-
pacts.

All suppliers are required to sign and comply with the Group’s Code of Conduct. The content and struc-
ture of the Code is based on the UNGPs and the OECD Guidelines for Multinational Enterprises.

The Group focuses its efforts on the top-50 factories (90 % of the annual orders) and requests that they

provide annual self-assessments, enable factory visits, and participate in amfori BSCI (or Sedex or
SA8000) and, if in Bangladesh, the Accord on Fire and Building Safety in Bangladesh.

16
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Risk of 1 A working emvironmeant commitiee continuowsly assesses the working ervironment and
occupational makas recommeandations for improvements. In the recent APY-repor, a few numbers of
narards and cccupational accidents wems reponed, and measures have beon taken to prevent such
njuras accidents from reoccurming.

Risk of overime

work on'a regular

Fegular overtime iz a common challenge for the industry. but the Group is continuously
working 1o prevent excessive owertime. The team managers are constantly improving
working processes in order to ensure a more efficient flow and hence avoid excessiva
ovarims.

Mo fermale
mambars on the

Iboard

Statement in accordance with section 990 of the Danish Financial Statemants Act

Women are underrepresented on both the Board of Directors and in other Management
lewels. Earfier set target of 20% women sarving on the Board of Directors has not been
mat-in 2019, This is due 1o tha fact that the General Assembly made no changes 1o tha
Board of Directors in 20449, In the most-recant change in board members june 2020 no
fermala candidates werne on the shaort-list. Howewver, the Board strives to find suitabla fomale
candidatas when recruiting board membsrs and a new target of 20% has bean =at with
deadling 1 April 2022.

PWT is committed to buiiding a workforce through the entire company that is repressnted
equally by both genders across both our managament team and other managarial positions,
However, due to the fact we are a menswear company thers was an average of 79% mals
and 21% female employees throughowt the Group in 2019, At the Managemant lavel the
average was 89 % male managers and 11% female managers in 2019, Also in 2018,
qualified women were encouraged to apply for managerial positions within the Group and
gender diversity is an arsa of focus in our devaelopment and succassion planning niiatves.
Cur staff policies and HR procasses are directed at retaining qualified female empioyeas
by addressing the work/ life balance in order to create a desirable working environment
as well 85 supponing personal development through performance raviews, feedback and
leadarship training. We will continue to work towards increasing gender diversity throughout
our organization as wall as in other management levals.

Resk of harmiul
chemicals

In ordar to ensure safe products for the customars, the Group has implemented chamical
restrichions and a test program, PWT Group does not accept any products that contain
harmiful chemicals. All suppliors ar required 1o sign PWT Group's Restricted Substancas
List {REL), which s basad on the Reguiation (EC) Mo, 1907/2006 of the European Parfia-
mant, also known as the REACH regulation. The RSL has been developaed in collaboration
with Bureau Veritas and is updated on a regular basis. The Group has set up a thorough tast
program to ensune that styles from every collection is salected to undergo testing, based
on a risk analysis.

SELF-ASSESSMENTS & FACTORY VISITS

During 2019, the Group conducted a self-assessment survey with more than 120 participants
(factories and agents). The response rate was relatively high and so was the average score. Indi-
vidual reports for each factory and agent show highlighted good examples and challenges, and

17
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the Group uses these in the dialogues with suppliers. The focus for 2020 will be to develop cor-
rective action plans (CAPs) for strategic factories in the Factlines platform and build up a struc-
tured approach to this area.

The CSR manager conducted two rounds of factory visits, one in Bangladesh and one in China.
During 2019, the Group developed an audit program with the aim to ensure a systematic ap-
proach on how to assess the suppliers’ performances on the different sustainability parameters.
The audit program follows a step-by-step approach, allowing the visitor to focus its attention and
dialogues with the factory management on specific challenges during each audit.

AMFORI BSCI

PWT Group has been a member of the amfori since 2013, and the amfori BSCI platform is actively
used as the main social certification system. BSCI suppliers are audited annually by third party
auditors, and the Group uses the audit reports to promote dialogue on necessary improvements.

96% of top-50 factories are at an acceptable BSCI level , 2% at a non-acceptable level (one fac-
tory), and 2% has not yet started working with the BSCI (one factory). The Group’s CSR Manager
maintains regular dialogue with these factories on how to improve from their current level of
compliance.

e T R —
Acceptable (G + SEDEX) v oeson e @
Nor-acceptable (D+E)] v .
N BSC e s o s s s s e
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BANGLADESH ACCORD

PWT Group has been a signatory member of the Accord since 2013. PWT Group is committed

to require all active Bangladeshi suppliers to work with the Accord Inspection Programme, help

secure remediation and support worker participation and training programmes on the facto-
ries. Accord engineers continuously conduct inspections covering fire, building and electricity

safety at the participating factories. Currently, the Group has 14 active Bangladeshi factories in
the initiative with an average progress rate of 90%. 12 out of 14 active factories are participat-
ing in the Accord’s safety committee training.

As the Accord is to leave Bangladesh as per May 31, 2020, there is a lot of uncertainty towards
how the inspection and training programme will continue. The Group follows the developments

closely, and will take a decision on how to proceed once a final agreement is decided.

BELCW ARE THE IDENTIFIED CHALLENGES AND LINKED ACTION PLAMS:

Unsafaworking
conditions

PWT Group's suppiiors must provide safe working conditions. Baing a signatory member of
tha Accord, the Group is supponting 1o ensure safer production buildings in a country, whens
it s a fact that building, electrical and fire safety i a major concarm., It is a requiremeant to all
suppliers that they can provida valid permits of building safety.

Excessva
weorking hours

PWT Group works to ensure that its own buying practices does not coniribute to excessive
working hours. Crders are placed woll in advance, and the Group ensures that changes
are not made shortly boforo deadlines. The Group assesses suppliors’ practicas; overtime
should be voluntary and limited, managament should develop a contingency plan and is
ancouraged 10 set up elactronic time systems, etc.

Lack of ensur-
ing the health of
workers

Suppliers’ ability 1o ensure the health of their emplovess is assessed on an ongoing
basis. Indicators include proper sanitary facilities, clean drinking water, full-time medical
stafi, regular health check-ups, free or Iow-cost medicine, proper conditions for pregnant
employees, atc. Whenaver possible, the Group promotss and invites suppliers to ralevant
frainings, such as the OSH coursa in Dhaka, faciitated by the Danish Embassy, where
participating factories ware mstructad by Danish OSH expers.

Unfair
refmunaration

PWT Group does not own factories and cannot manane salaries paid to suppliers” waork-
ers. Howewer, the Group does negotiate realistic prices in order not to contribute 1o uniair
remuneration. PWT Group requirss that all suppliers comply with national regulation. and
the Group assesses suppliers' abfity 1o support workers financially in other ways, e.g. by
providing frea transporiation. low-cost canteans. and kiosks with low-cost provisions.

Discrimination

Suppliers’ ability fo provide egual nights and payment for everyone is assessed on an an-
going basis. Indicaiors incuds ecruitment and salary procedures, respectiul behavior from
managsrs towands workers, -eic.

Precanious

empioyment and
bonded labour

Produciion facilities should keep proper records of contracts and employse 1D, and have
proper notice and leave procedures in place in order to avoid precarious employment. PWT
Group focuses on guestioning the use of piece-rated employess and probation workers,
which can be a method 1o keap wages down.

Fresdom of
ass0ciation
and collectiva
bargaining

PWT Group asssesses suppliers’ respect for worker associations and trade unions as well
as thair abiity 10 include workers in dacision-making. The Group stresses 1o suppliers that
safety or WP committees can be wery valuable and suppon suppliers in establishing good
committes praciices. Through the Accord, WP committees learn about their rights and
rasponsibilities, which i of great value. PWT Group continuously strassas fo suppliers that
dismissal of workers due 1o nightful acini-ties connected to worker association is unaccept-
abla.

Child abour
and tha lack of
protaction of
young workers

In general. this issue has improved among suppliers. However, the Group still considers
child labour as a substantial rsk within the entine supply chain. The Group became a mem-
ber of BC in 2018, an inftiative that in additon to reducing the amvironmental footpring,
wiorks 1o improve working conditions and abolish chid labour. Among other things, the BC
trans participating farmers in the mponance of education
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ENVIRONMENT AND CLIMATE

Being a textile company with over 200 shops, two offices, and production in many countries, PWT Group
has a substantial environmental footprint. The Group is committed to reduce its impact on the environ-
ment and climate by continuously improving its own routines and processes, and by supporting suppli-
ers to produce more environmental friendly.

Focus on more sustainable products

An obvious place to start changing old routines is in the design process. Within recent years, the Group
has put a lot of focus on implementing more sustainable materials and products. The approach is to co-
operate with suppliers on finding the best solution that makes sense on all parameters. This intensified
focus has resulted in several initiatives.

First of all, the Group is committed to reduce the number of styles produced every year. Since 2017,
the number of styles have been reduced with 28%, and the aim is to reduce with 47% in total. By doing
so, the Group wants to strengthen the quality of the products and at the same reduce its environmental
footprint.

The predominant material used in the Group’s products is cotton. Therefore, PWT Group decided to join
the Better Cotton Initiative in 2019. The aim is to source minimum 50 % of the Group’s cotton as Better
Cotton within 2025. BCl is the largest cotton sustainability programme in the world and tackles the envi-
ronmental and societal challenges at field level by training farmers to care for the environment and re-
spect workers’ rights and wellbeing. Further to the BCI membership, the Group has scaled up its use of
organic cotton, and the aim is to continue this priority.

The Group has intensified its collaboration, the Sustainable Wash, with its denim supplier in Turkey. The
Sustainable Wash is achieved through a use of the innovative Wiser Wash © treatment, in which laser
and ozone technology replaces pumice stones and toxic chemicals. This washing process reduces water
consumption by at least 90% to only a cup of water.

Polyester, being the second most used fiber, is also of concern, and the Group is continuously looking

to replace virgin polyester with recycled polyester. In recent years, the buying team has experienced a
substantial increase in suppliers able to provide this, and the range of products containing recycled poly-
ester will continue to expand.

Overleaf are the main challenges, and linked action plans, when talking about the Groups environmental
footprint:
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BELCOW ARE THE IDENTIFED CHALL FNGES AND LINKED ACTION PLANS:

Production

It iz a woll-known fact that production faciliies have a substantial negative impact on
local environment and climate. Many risks axist: discharge of contaminated water and
air, poor waste management, extensive watar consumption, etc. Regulatory regimes and
aenforcement of regulation vary across the production countries, but PWT Group suppons
suppliers in bulding up capacity and knowlados on how o reduce thedir amvironmental
footprint.

The Group's RSL aims to ensure that suppliers avoid specific harmiul chemicals. The BSL
ncludes guidance on implamentation and request that supplisrs communicate the HSL o
sub-suppliers, only purchase compliant chemicals, reguest MSCS from chemical suppliars,
train staff, and conduct in-ternal inspections. In the coming years, the Group will focus on
embedding top-supplars into the amfori ervironmental program, BEPL Through BEFY, the
factories” ervironmental performances are assessad, targets are set, and managemant and
workers recoive training.

PWT Group requines all leather supplisrs ondy to use tanneres that are member of the
Leathse Working Group: an initiative focusing on reducing the consumption of watar, anargy
and chemicals

PWNT Group requires all relavant suppéer to sign and comply with the Groups Animal Weliare
Policy, which is based on the Five Freedoms. The Group is considenng satiing cantification
requiraments 1o suppliers of down and wool.

Transport

PWT Group specifies to suppliers that the Group prefars saa freight. and that train freight
s preforred over aifreight, reducing airfreight to an absclute minimum. Furtharmore, ail
shipmems from central iventones are continuously opiimized, PWT Group aims 1o
develop an overview of GHG emissions and energy consumption from transport activities
in collaboration with the shipping supplier, which will enable an improved assessment and
progress within the area.

Packaging

In order to protact the gualty of the products, different kind of packaging matarial surounds
tha products during the diffierent stages of the value chain. Such packaging inciudes
polybags, tissue paper, carton boxes, plastic bags, atc.

Dwuring 2019, PWT Group replaced all packaging materials in the shops (physical and onéne)
with ones made of recycled plastic and recycled carton. Furthermona, the Group took the
decizion that in order to reduce plastic usaga, plastic bags will no longer be providad for
frea. starting from Jan 1 2020. All surpius made from this initiative is donated to the Danish
envircnmental organisation, Plastic Change.

In afl parts of the organisation. The Group is looking into how to educe andfor replace
axisting packaging matenals with more sustainable matenals. In general, this is about
revalidating old rowtines and processas, and the Group is commitied 1o g0 with smansr
and greenar solutions, when such makes sense on all parametars.

Eniergy and water

S0, wasta man-
agament, sic,

With arcund 200 stores and 2 offices, it makes senss to look at the locations' usage of
anergy. waste management systoms, cleaning products, etc. The Group will look more into
thi= area in the coming years. Tha Group ensures that only cut up development samples
are being disposad as waste, whereas everything elseis sold or donated o third parties.
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ANTI-CORRUPTION

PWT Group wishes to combat corruption and bribery and seeks to promote openness and transparency.
The company is very much aware that being present in countries like China and Bangladesh, it needs to
be very attentive to the risk of corruption.

BELOW ARE THE

IDENTIFIED CHALLENGES AND LINKED ACTION Pl ANS:

Sourcing from
COoUMres with
high Comuption
risks

PWT Group has established an Anti-
Corruption Policy, which is based on
the UM Comvention against Comuption
and signed by the top managemeant. it
is included in the Employes Handbook
and Supplier Manual. Together with
the poficy, a 'Faciitation and Hospitality
Begster' has been =8t up where
empioyees register gifi, The policy and
procedure i communicating intarnally
on an annual basis. Through the BSCI
system, suppliers are audited on their
anticorruption policies and procaduras:
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Statement by the Board of Directors and the Executive Board

The Board of Directors and the Executive Board have today discussed and adopted the Annual Report of
P-WT 2007 A/S for 2019.

The Annual Report has been prepared in accordance with International Financial Reporting Standards
(IFRS) as adopted by the EU and further requirements of the Danish Financial Statements Act.

It is our opinion that the financial statements give a true and fair view of the Group’s and the Parent
Company'’s financial position at 31 December 2019, and of the results of the Group’s and the Parent Com-
pany’s operations and cash flows for the financial year 1 January 2019 - 31 December 2019.

In our opinion, the Management commentary includes a fair review of the development in the Group’s
and the Parent Company’s operations and financial conditions, results for the year, cash flows and finan-
cial position as well as a description of the most significant risks and uncertainty factors that the Company
face.

We recommend that the Annual General Meeting approve the Annual Report.

Copenhagen, 3" September 2020

Executive Board

Jan Johan Kihl

Board of Directors

Jan Johan Kiihl Allan Bach Pedersen Henrik Bonnerup
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Independent Auditor’s Report
To the Shareholders of P-WT 2007 A/S

Opinion

In our opinion, the Consolidated Financial Statements and the Parent Company Financial Statements give
a true and fair view of the Group’s and the Parent Company’s financial position at 31 December 2019 and
of the results of the Group’s and the Parent Company’s operations and cash flows for the financial year 1
January to 31 December 2019 in accordance with International Financial Reporting Standards as adopted
by the EU and further requirements in the Danish Financial Statements Act.

We have audited the Consolidated Financial Statements and the Parent Company Financial Statements of
P-WT 2007 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 a summary of significant accounting
policies, for both the Group and the Parent Company, as well as statement of comprehensive income and
cash flow statement for the Group (“financial statements”).

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 are independent of the Group 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
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to pro-
vide a basis for our opinion.

Statement on Management’s Review
Management is responsible for Management’s Review.

Our opinion on the financial statements does not cover 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 Management’s Re-
view and, in doing so, consider whether 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 Management’s Review provides the information
required under the Danish Financials Statements Act.

Based on the work we have performed, in our view, Management’s Review is in accordance with the
Consolidated Financial Statements and the Parent Company Financial Statements and has been prepared
in accordance with the requirements of the Danish Financial Statement Act. We did not identify any ma-
terial misstatement in Management’s Review.
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Management’s Responsibilities for the Financial Statements

Management is responsible for the preparation of Consolidated Financial Statements that give a true and
fair view in accordance with International Financial Reporting Standards as adopted by the EU and further
requirements in the Danish Financial Statements Act and for the preparation of Parent Company 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 state-
ments that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, Management is responsible for assessing the Group’s and the Par-
ent 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 Group or the Parent 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 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 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 al-
ways 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.

As part of an audit conducted in accordance with ISAs and the additional requirements applicable in Den-
mark, we exercise professional judgment and maintain professional skepticism throughout the audit. We
also:

® |dentify 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 evi-
dence 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 con-
trol.

e 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 Group’s and the Parent Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting esti-
mates and related disclosures made by Management.

e 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 Group’s and
the Parent Company’s ability to continue as a going concern. If we conclude that a material uncer-
tainty 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 conclu-
sions are based on the audit evidence obtained up to the date of our auditor’s report. However, fu-
ture events or conditions may cause the Group and the Parent Company to cease to continue as a
going concern.
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e Evaluate the overall presentation, structure and contents of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that gives a true and fair view.

® Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the Consolidated Financial Statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

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 inter-
nal control that we identify during our audit.

Aalborg, 3" September 2020
PricewaterhouseCoopers
Statsautoriseret Revisionspartnerselskab
CVR no 3377 1231

Mads Meldgaard Conrad Lundsgaard
State Authorised Public Accountant State Authorised Public Accountant
mne24826 mne34529

26

Penneo dokumentnegle: PEA03-5517V-EOPVW-6PTHG-XM5GJ-CQW7K



Statement of comprehensive income

DKK'000 Note
Revenue 5
Cost of sales 6
Other operating income 7
Other external costs 8

Gross profit/loss
Other operating costs
Staff costs 9
Profit/loss before depreciation/amortisation
and impairment losses (EBITDA)

~N

Depreciation/amortisation 10
Operating profit/loss

Financial income 11
Financial expenses 12

Share of net profit of associates
Profit/loss before tax
Tax on profit/loss for the year 13

Profit/loss for the year

Attributable to:

Owners of the parent
Non-controlling interests
Profit for the year

Other comprehensive income

Items available for reclassification

into statement of comprehensive income items:
Foreign exchange adjustments regarding
translation of foreign entities

Other comprehensive income before tax

Tax on other comprehensive income 13
Other comprehensive income

Attributable to:

Owners of the parent
Non-controlling interests
Profit for the year

Comprehensive income for the year
Attributable to:

Owners of the parent
Non-controlling interests

Consolidated

Parent Company

2019 2018 2019 2018
872,825 827,881 0 0
402,334 379,640 0 0

149 525 0 0
78,406 81,756 53 65
392,234 367,010 -53 -65
73 731 0 0
233,562 228,685 0 0
158,599 137,594 -53 -65
128,470 123,532 0 0
30,129 14,062 -53 -65
1,915 5,170 0 0
31,411 30,282 673 632
-43 -8,099 0 0

590 -19,149 -726 -697
-1,959 -1,100 -160 -153

2,549 -18,049 -566 -544

1,472 -11,995 0 0

1,077 -6,054 0 0

2,549 -18,049 0 0

-41 211 0 0
-41 211 0 0

0 0 0 0
-41 211 0 0
-27 138 0 0
-14 73 0 0
-41 211 0 0

2,508 -17,838 -566 -544

1,445 -11,857 -566 -544

1,063 -5,981 0 0

2,508 -17,838 -566 -544
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Balance sheet at 31 December

DKK'000
Assets

Non-current assets
Intangible assets
Software

Trademarks

Goodwill

Other intangible assets
Total intangible assets

Property

Fixtures and fittings, tools and equipment
Fixtures and fittings, tools and equipment -
Right of use

Leasehold improvements — Right of use
Total property, plant and equipment

Investments

Investments in group enterprises
Investments in associates
Deferred tax assets

Deposits

Total investments

Total non-current assets

Current assets
Inventories

Receivables

Trade receivables

Amounts owed by group enterprises
Amounts owed by associated companies
Derivative financial instruments

Other receivables

Prepayments

Total receivables

Cash at bank and in hand
Total current assets
Total assets

Note

14
15
16
17

18
19

20
21

22

23

25

26

27

28

32

Consolidated

Parent Company

2019 2018 2019 2018
7,619 8,294 0 0
1,556 1,736 0 0

620,534 620,534 0 0
894 1,043 0 0
630,603 631,607 0 0
183,038 233,697 0 0
25,405 31,685 0 0
4,782 5,115 0 0
27,404 33,658 0 0
240,629 304,155 0 0
0 0 274,080 274,080

0 0 0 0

0 0 8,941 8,781
12,196 14,496 0 0
12,196 14,496 283,021 282,861
883,427 950,258 283,021 282,861
203,210 198,111 0 0
74,332 57,833 0 0
0 0 0 0

0 0 0 0

204 1,292 0 0
4,416 7,786 0 0
6,232 6,593 0 0
85,184 73,504 0 0
38,985 17,564 360 319
327,379 289,179 360 319
1,210,806 1,239,437 283,381 283,180
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Balance sheet at 31 December

Equity and liabilities

Equity

Share capital

Retained earnings

Foreign currency translation reserve

Equity attributable to owners of the parent
Non-controlling interests

Total equity

Liabilities

Non-current liabilities

Provisions

Bond loans

Amounts owned to group enterprises
Lease debt

Deferred income tax

Other debts

Total non-current liabilities

Current liabilities

Provisions

Bank loans and overdrafts
Lease debt

Trade payables

Corporation tax

Derivative financial instruments
Other payables

Deferred income

Total current liabilities

Total liabilities

Total equity and liabilities

Note

29

30
31

25

30
31

32
33
34

Consolidated

Parent Company

2019 2018 2019 2018
37,530 37,530 37,530 37,530
283,172 281,700 234,718 235,284
383 410 0 0
321,085 319,640 272,248 272,814
170,694 169,631 0 0
491,779 489,271 272,248 272,814
8,222 7,519 0 0
252,278 251,567 0 0
10,972 10,212 10,972 10,212
94,974 149,285 0 0
10,081 12,185 0 0
5,884 0 0 0
382,411 430,768 10,972 10,212
2,612 2,678 0 0
46,393 25,788 0 0
98,496 94,984 0 0
98,573 109,399 52 52
141 0 0 0

0 0 0 0
75,528 70,575 109 102
14,873 15,974 0 0
336,616 319,398 161 154
719,027 750,166 11,133 10,366
1,210,806 1,239,437 283,381 283,180
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Statement of changes in equity, Consolidated

DKK'000

Equity at 1 January 2018
Profit for the year

Other comprehensive income
Equity at 31 December 2018

Equity at 1 January 2019
Profit for the year

Other comprehensive income
Equity at 31 December 2019

Non-controlling interests
Non-controlling interests, 1 January
Correction of error

Share of comprehensive income

Other regulations

Non-controlling interests, 31 December

Equity at 31 December 2018

Statement of changes in equity, Parent Company

DKK'000

Equity at 1 January 2018
Profit for the year
Equity at 31 December 2018

Equity at 1 January 2019
Profit for the year
Equity at 31 December 2019

Foreign
currency
Share Reserves translation
Capital earnings reserve Total
37,530 293,695 272 331,497
0 -11,995 0 -11,995
0 0 138 138
37,530 281,700 410 319,640
37,530 281,700 410 319,640
0 1,472 0 1,472
0 0 -27 -27
37,530 283,172 383 321,085
Consolidated
2019 2018
169,631 175,612
0 0
1,077 -6,054
-14 73
170,694 169,631
491,779 489,271
Foreign
currency
Share Reserves translation
Capital earnings reserve Total
37,530 235,828 0 273,358
0 -544 0 -544
37,530 235,284 0 272,814
37,530 235,284 0 272,814
0 -566 0 -566
37,530 234,718 0 272,248
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Cash flow statement
DKK'000
Profit for the year before tax

Adjustments for non-cash operating items:
Depreciation/amortisation and gain/loss on

intangible assets and property, plant and equip-

ment

Loss from associate

Other non-cash operating items, net
Financial income

Financial expenses

Cash generated from operations
(operating activities) before changes
In working capital

Change in working capital:

Change in receivables

Change in inventories

Change in current liabilities in general
Cash generated from operations
(operating activities)

Interest income, received

Interest expense, paid

Corporation tax paid

Cash flows from operating activities
Acquisition of property, plant, leasehold
and equipment

Acquisition of intangible assets
Investment in deposits and associates
Disposal of property, plant and equipment
Business combination

Cash flows from investing activities
Free cash flows

Change in bank loans

Change in group debts

Repayment lease debt

Repayment bonds

Issue corporate bonds

Cash flows from financing activities

Changes in cash and cash equivalents
Cash and cash equivalents 1 January
Cash and cash equivalents 31 December

Consolidated

Parent Company

2019 2018 2019 2018
589 -19,149 -726 -697
128,394 123,698 0 0
43 8,099 0 0

-205 161 0 0
-1,915 -5,170 0 0
31,412 30,282 673 632
158,318 137,921 -53 -65
-12,768 -4,225 0 0
-5,099 -7,035 0 0
-2,072 15,802 7 4
138,379 142,463 -46 -61
1,915 1,707 0 0
-29,613 -20,402 -673 -632
-101 -3,179 0 10
110,580 120,589 -719 -683
-6,418 -22,677 0 0
-4,439 7,774 0 0
2,256 -1,349 0 0
83 1,605 0 0
-5,320 0 0 0
-13,839 -30,195 0 0
96,742 90,394 719 -683
20,605 4,231 0 0
760 617 760 617
-96,688 -97,936 0 0
0 0 0 0

0 0 0 0
-75,323 -93,088 760 617
21,420 -2,694 41 -66
17,565 20,259 319 385
38,985 -17,565 360 319
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Notes
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Notes

Note 1 — Accounting policies

Financial reporting basis

P-WT 2007 A/S is a limited liability company domiciled in Denmark. The financial part of the annual report
for 2019 comprise both the consolidated financial statements of P-WT 2007 A/S and its subsidiaries
(Group) as well as the parent company financial statements.

The consolidated financial statements and parent company financial statements of P-WT 2007 A/S are
presented in accordance with International Financial Reporting Standards (IFRS) as adopted by the EU and
disclosure requirements of annual reports of reporting class C enterprises (large), see the Danish statutory
order on the adoption of IFRS by enterprises subject to the Danish Financial Statements Act issued pursu-
ant to the Danish Financial Statements Act.

The Board of Directors and the Executive Board have discussed and adopted the annual report of P-WT
2007 A/S. The annual report will be presented for adoption by the shareholders of P-WT 2007 A/S at the
annual general meeting on 3" September 2020.

Basis of preparation

The consolidated financial statements and the parent company financial statements are presented in
thousand Danish kroner (DKK’000), which is the reporting currency of the Group's activities and the Par-
ent Company's functional currency. The annual report relies on the historical cost principle except for
those instances where International Financial Reporting Standards specifically require a different basis
of measurement.

The accounting policies, as set out below, have been consistently applied for the full financial year and for
the comparative figures.

Accounting policies

Implementation of new and revised standards and interpretations

P-WT 2007 A/S has implemented all relevant new and revised accounting standards issued by IASB and
effective at 1 january 2019. The implementation of the new and revised accounting standards did not
have any material monetary effect on the statement of PWT Group A/S’ results, assets and liabilities as
well as equity for the purpose of the financial reporting for the financial years presented. In 2018, PWT
Group has early adopted the accounting standard IFRS 16.
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Notes

Note 1 — Accounting policies (continued)

Consolidation

Consolidated financial statements

The annual report comprises the Parent Company, P-WT 2007 A/S, and enterprises under the control of
the Parent Company. The Parent Company is deemed to exercise control when the Group controls an
entity when the Group is exposed to, or has rights to, variable returns from its involvement with the entity
and has the ability to affect those returns through its power to direct the activities of the entity. Subsidi-
aries are fully consolidated from the date on which control is transferred to the Group. They are decon-
solidated from the date that control ceases.

Associates are all entities over which the Group has significant influense but not control or joint control.
This is generally the case where the Group holds between 20% and 50% of the voting rights. Investments
in associates are accounted for using the equity method of accounting, after initially being recognised at
cost.
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Notes
Note 1 — Accounting policies (continued)

Consolidation (continued)

The acquisition method of accounting is used to account for business combinations by the Group. Upon
acquisition of new subsidiaries, the acquisition method is applied, and subsequently the newly acquired
enterprises’ assets and liabilities are measured at fair value at the date of acquisition. The tax effect of
any reassessments is taken into account.

Consolidation principles

The consolidated financial statements are prepared on the basis of the financial statements of P-WT
2007 A/S and its subsidiaries in which similar financial statement items are integrated. On consolidation,
intra-group income and expenses, shareholdings, dividends, intra-group balances as well as realised and
unrealised internal gains and losses on intra-group transactions are eliminated.

The annual reports used for preparing the consolidated financial statements have been recognised in ac-
cordance with the accounting policies of the Group.

Foreign currency translation

On initial recognition, transactions denominated in currencies different from the individual enterprise's
functional currency are translated at the exchange rates at the transaction date. Foreign exchange differ-
ences arising between the exchange rates at the transaction date and the date of payment are recognised
in the statement of comprehensive income as financial income or financial expenses.

Receivables and payables and other monetary items denominated in foreign currencies are translated at
the exchange rates 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 is recognised in the statement of com-
prehensive income as financial income or financial expenses.

Upon recognition in the consolidated financial statements of enterprises with a functional currency dif-
ferent from DKK, the statements of comprehensive income are translated into Danish kroner at average
exchange rates for the year, and balance sheet items are translated at the exchange rates at the balance
sheet.

Foreign exchange differences arising upon translation of foreign subsidiaries' balance sheet items at the
beginning of the year to the exchange rates at the balance sheet date and upon translation of statements
of comprehensive income from average exchange rates to the exchange rates at the balance sheet date
are recognised as other comprehensive income.

Derivative financial instruments

Derivative financial instruments are initially recognised at fair value at the settlement date and subse-
guently measured at fair value at the balance sheet date. Positive and negative fair values of derivative
financial instruments are recognised as a separate balance sheet item.

Segment disclosures

The segment information has been prepared in accordance with the Groups applied accounting policies
and is consistent with the Group’s internal procedures for reporting to the Group management and board.
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Notes

Note 1 — Accounting policies (continued)

Derivative financial instruments (continued)

Changes in fair value of derivative financial instruments designated as or qualifying for recognition as an
effective hedge of future transactions are recognised as other comprehensive income. The ineffective
partis recognised immediately in the statement of comprehensive income. When the hedged transactions
are carried out, the accumulated changes are recognised together with the hedged transactions.

For derivative financial instruments not qualifying for treatment as hedging instruments, changes are reg-
ularly recognised in the statement of comprehensive income as financial income and financial expenses.

Statement of comprehensive income

Revenue

Income from the sale of goods for resale and finished goods is recognised in the statement of compre-
hensive income provided that delivery and transfer of risk to the buyer have taken place before the year
end and the income may be reliably measured and is expected to be received. Revenue is measured ex-
cluding VAT and duties, less discounts in relation to the sale and less discounts and bonus points relating
to loyaltyprograms (customer club).

Bonus points relating to loyalty programs collected are recognised in the statement of comprehensive
income as a reduction in revenue and under the liability "deferred income". The collected bonus points
are measured based on the projected utilisation thereof.

Costs of goods for resale
Together with changes in inventories of goods for resale, this item comprises costs in generating revenue.
Changes in inventories of goods for resale are recognised as costs of goods for resale.

Other external costs
Other external costs comprise costs of premises, sales and distribution costs as well as administrative
expenses. Supplements to cover marketing costs are recognised as other external costs.

Staff costs
Staff costs comprise payroll, pensions and other social security costs relating to staff.

Other operating income and costs

Other operating income and costs comprise items secondary to the primary activities of the enterprises,
including gains on disposal of intangible assets and property, plant and equipment.
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Notes

Note 1 — Accounting policies (continued)

Financial income and expenses

Financial income and expenses comprise interest income and expense, realised and unrealised exchange
gains and losses on transactions in foreign currencies, amortisation of financial assets and liabilities as
well as surcharges and refunds under the on-account tax scheme. Financial income and expenses are re-
cognised at the amounts relating to the financial year.

Financial income and expenses also comprises fair value adjustments at derivative instruments.

Corporation tax and deferred tax

The Company is jointly taxed with its parent company and the other jointly taxed Danish subsidiaries.
Danish corporation tax is allocated among the jointly taxed Danish companies in proportion to their taxa-
ble income. The Parent company, P-WT 2007 A/S, serves as the management company for the jointly
taxed entity and thereby handles the payment of tax, etc. to the Danish tax authorities. Tax for the year
comprises current tax for the year and changes in deferred tax and is recognised in the profit for the year,
as other comprehensive income or directly in equity all depending on the recognition of the underlying
element.

The income tax expense or credit for the period is the tax payable on the current period’s taxable income
based on the applicable income tax rate for each jurisdiction adjusted by changes in deferred tax assets
and liabilities attributable to temporary differences and to unused tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted
at the end of the reporting period in the countries where the company’s subsidiaries and associates op-
erate and generate taxable income. Management periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising be-
tween the tax bases of assets and liabilities and their carrying amounts in the consolidated financial state-
ments. However, deferred tax liabilities are not recognised if they arise from the initial recognition of
goodwill. Deferred income tax is also not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit or loss.

Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially
enacted by the end of the reporting period and are expected to apply when the related deferred income

tax asset is realised or the deferred income tax liability is settled.

Deferred tax assets are recognised only if it is probable that future taxable amounts will be available to
utilise those temporary differences and losses.
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Notes

Note 1 — Accounting policies (continued)

Corporation tax and deferred tax (continued)

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying
amount and tax bases of investments in foreign operations where the company is able to control the
timing of the reversal of the temporary differences and it is probable that the differences will not reverse
in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets and liabilities and when the deferred tax balances relate to the same taxation authority. Current
tax assets and tax liabilities are offset where the entity has a legally enforceable right to offset and intends
either to settle on a net basis, or to realise the asset and settle the liability simultaneously.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recog-
nised in other comprehensive income or directly in equity. In this case, the tax is also recognised in other
comprehensive income or directly in equity, respectively.

Balance sheet

Intangible assets

Goodwill

Goodwill acquired are measured at cost less accumulated impairment losses. Upon recognition of good-
will, the goodwill amount is allocated on the activities of the Group's activities generating independent
cash inflows (cash-generating units). The determination of cash-generating units follows the managerial
structure and internal financial management and reporting in the Group.

Goodwill is not amortised, but subject to impairment testing at least once a year. The carrying amount of
goodwill is written down in the statement of comprehensive income in the cases where the carrying
amount exceeds projected future net income from the enterprise/activity generating the goodwill.

As the Group have reorganised its reporting structure in a way that changes the composition of it's cash-
generating units to which goodwill has been allocated, the goodwill has been reallocated to the reorgan-
ised units. This reallocation has been performed using an approach where the goodwill is reallocated
based on the original business cases from the aquisitions by which the goodwill is allocated to the reor-
ganised cash-generating units according to the business aquired. Corresponding information for earlier
periods have been restated accordingly.

Software
Software is measured at cost less accumulated amortisation and impairment losses. The basis of amorti-
sation is cost.

Trademarks

Trademarks are measured at cost less accumulated amortisation. The basis of amortisation is cost. The
expected useful life is based on the trademarks marked position.
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Notes

Note 1 — Accounting policies (continued)

Intangible assets (continued)

Other intangible assets

Other intangible assets are measured at cost less accumulated amortisation. The basis of amortisation is
cost.

Useful life
SOFEWAIE ettt ettt e e e et e e e et e e et e e e e baee e e e baetaeeearaaeeeaantaeeeenrrreaeans 3-5 years
BT L= 04 =T SR 5-10 years
Other INTangible ASSEtS....iuiiiiiiiiieei i e e s s sae e e s s saae e e e nanee 10 years

Property, plant and equipment
Fixtures and fittings, tools and equipment as well as leasehold improvements (shops) are measured at
cost less accumulated depreciation and impairment losses.

The basis of depreciation is cost less projected residual value after the end of the useful life.

Cost comprises the purchase price and any costs directly attributable to the acquisition until the date on
which the asset is available for use.

Right-of-use assets are recognised on the balance sheet at the net present value of discounted lease pay-
ments. Right-of-use assets are depreciated over the term of the lease term plus options for renewal. The
capitalised value of the lease obligation is recognised as a liability on the balance sheet, and the interest
element of the lease payment is recognised as an expense in the statement of comprehensive income.

Depreciation is provided on a straight line basis relying on the following assessment of the assets' pro-
jected useful lives:

Useful life
Fixtures and fittings, tools and eqUIPMENt ........ovieiiiiiii e 3-5 years
(o] 0T 01T o V2T PRSP 1-10 years
Leasehold iIMProVEMENTS ......c..uiiiiiiiee e e s e e s s e e e e e s sabaeesssaaaeas 5-7 years

The basis of depreciation is stated taking into account the scrap value of the asset and is reduced by
impairment losses. The period of depreciation and the scrap value are determined at the date of acquisi-
tion and re-assessed annually.

Impairment of property, plant and equipment and intangible assets

The carrying amount of intangible assets and property, plant and equipment is subject to an annual test
for indications of impairment other than the decrease in value reflected by depreciation or amortisation.
If such an indication exist, the recoverable amount of the asset is stated to determine the need for im-
pairment and the scope thereof.
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Notes

Note 1 — Accounting policies (continued)

Impairment of property, plant and equipment and intangible assets (continued)
The recoverable amount of goodwill is determined at least once a year irrespective of whether there is
any indication of impairment.

If the asset does not generate any cash inflows independently of other assets, the recoverable amount of
the smallest cash-generating unit in which the asset is included is determined.

The recoverable amount is the higher of an asset's or the cash-generating unit's fair value less sales costs
and its value in use. When the value in use is determined, projected future cash flows are discounted to
present value using a discount rate reflecting actual market assessment of the time value of funds and
the special risks attributable to the asset and the cash-generating unit and for which no adjustment has
been made in projected future cash flows.

If the asset's or the cash-generating unit's recoverable amount is lower than its carrying amount, the car-
rying amount is written down to the recoverable amount. With regard to cash-generating units, the good-
will amount is initially written down, and subsequently any need for additional impairment is allocated on
the residual assets of the unit. However, the individual asset is not written down to a value lower than its
fair value less projected sales costs.

Impairment is recognised in results. In case of any subsequent reversal of impairment arising from changes
in assumptions of the stated recoverable amount, the asset's or the cash-generating unit's carrying
amount is increased to adjusted recoverable amount, however, not exceeding the carrying amount which
the asset of the cash-generating unit would have had if no impairment had taken place. Impairment of
goodwill is not reversed see aconting estimates note 3.

Investments in subsidiaries
Investments in subsidiaries are recognised and measured at cost less any impairment losses in the parent
company financial statements.

Impairment testing is conducted annually as set out above when the carrying amount exceeds the book
value of net assets in the consolidated financial statements or if there is any other indication of impair-
ment. If the carrying amount exceeds the recoverable amount, write-down is made to this lower amount.

Newly acquired or newly established enterprises are recognised in the financial statements from the date
of acquisition.

Investments in associates

Investments in associates are recognized and measured in the consolidated financial statements in ac-
cordance with the equity method. The investments are measured at the proportionate share of the enti-
ties’ equity value less or plus the proportionate intercompany gains and losses and plus the carrying
amount of goodwill.

Acquisitions of investments in associates are accounted for using the acquisition method.

40

Penneo dokumentnegle: PEA03-5517V-EOPVW-6PTHG-XM5GJ-CQW7K



Notes

Note 1 — Accounting policies (continued)

Deposits
Deposits comprise rent deposits attributable to the Group's leaseholds. Deposits are measured at amor-
tised cost.

Inventories

Inventories are measured at cost on the basis of weighted average prices. In the cases where cost is higher
than net realisable value, write-down is made to this lower value. The cost of goods for resale is stated as
cost with the addition of delivery costs.

The net realisable value of inventories is calculated as the selling price less costs necessary to make the
sale and is determined taking into account marketability, obsolescence and development in expected sell-
ing price.

Receivables

Receivables are measured at amortised cost, which usually corresponds to nominal value. The Group
applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime expected
loss allowance for all trade receivables and contract assets.

To measure the expected credit losses, receivables have been grouped based on shared credit risk char-
acteristics and the days past due.

The expected loss rates are based on the payment profiles of sales over a period of 36 months before 31
December 2019 or 1 January 2019 respectively and the corresponding historical credit losses experienced
within this period

Prepayments
Prepayments are measured at cost.

Financial assets at fair value through profit or loss
Bonds are measured at fair value.

Current tax and deferred tax
Current tax payable and receivable is recognised on the balance sheet as tax computed on the taxable
income for the year, adjusted for tax on the taxable income of prior years and for tax paid on account.

Deferred tax is measured using the balance sheet liability method on all temporary differences between
the carrying amount and the tax value of assets and liabilities based on the planned use of the asset or
settlement of the liability.

Deferred taxis not recognised on temporary differences arising at the date of acquisition without affecting
either results or taxable income, e.g. goodwill which is non-deductible for tax purposes.

Deferred tax assets, including the tax value of tax loss carryforwards, are recognised at the expected value
of their utilisation within the foreseeable future; 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.
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Notes

Note 1 — Accounting policies (continued)

Current tax and deferred tax (continued)
Deferred tax assets are re-assessed annually and only recognised to the extent that their utilisation is
probable.

Deferred tax is measured in accordance with 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. The change in deferred tax as a
result of changes in tax rates is recognised in the statement of comprehensive income.

Provisions

Provisions are recognised when, as a result of past events, the Company has a legal or a constructive
obligation, and it is probable that there may be outflow of resources embodying economic benefits to
settle the obligation.

Provisions comprise refund liabilities forecast costs arising from leasehold improvements upon relocation
and are based on projected costs determined on the basis of the leasehold's current interior and condi-
tion. The liabilities are discounted back to net present value.

Refund liabilities are measured at net present value of managements best estimate of the expenditure
required to settle the obligation.

Financial liabilities, bonds, bankoverdrafts etc.

Financial liabilities are recognised at the date of borrowing at the net proceeds received less transaction
costs paid. In subsequent periods, the 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 statement of comprehensive income over the term of the loan.

Derivative financial instruments are measured at fair value, corresponding to market price at balance
sheet date.

Other liabilities, which usually comprise trade payables, amounts owed to Group enterprises and other
payables, are measured at amortised cost, which usually corresponds to nominal value. The capitalised
residual lease obligation on finance leases is also recognised as financial liabilities.

Leases

The Group leases various properties, equipment and cars. Rental contracts are typically made for fixed
periods of 1 to 10 years but may have extension options. Lease terms are negotiated on an individual basis
and contain a wide range of different terms and conditions. The lease agreements do not impose any
covenants, but leased assets may not be used as security for borrowing purposes.
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Notes

Note 1 — Accounting policies (continued)

Leases (continued)

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased
asset is available for use by the Group. Each lease payment is allocated between the liability and finance
cost. The finance cost is charged to profit or loss over the lease period so as to produce a constant periodic
rate of interest on the remaining balance of the liability for each period. The right-of-use asset is depreci-
ated over the shorter of the asset's useful life and the lease term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities
include the net present value of the following lease payments:
e fixed payments (including in-substance fixed payments), less any lease incentives receivable
e variable lease payment that are based on an index or a rate
® amounts expected to be payable by the lessee under residual value guarantees
e the exercise price of a purchase option if the lessee is reasonably certain to exercise that option,
and
e payments of penalties for terminating the lease, if the lease term reflects the lessee exercising
that option.

The lease payments are discounted using the interest rate implicit in the lease, if that rate can be deter-
mined, or the Group’s incremental borrowing rate.

Right-of-use assets are measured at cost comprising the following:
e the amount of the initial measurement of lease liability
® anylease payments made at or before the commencement date less any lease incentives received
® anyinitial direct costs, and
® restoration costs.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-
line basis as an expense in profit or loss. Short-term leases are leases with a lease term of less than 12
months. Low-value assets comprise IT-equipment and small items of office furniture.

The recognition of finance leases is described under "Property, plant and equipment”, "Impairment of
property, plant and equipment and intangible assets" and "Financial liabilities".

Staff obligations
Staff obligations comprise the employees' rights to paid holidays after the balance sheet date and the
payment of anniversary bonuses.

The Group has only entered into pension arrangements for defined-contribution pension plans under
which regular pension contributions are paid to independent pension providers as the contributions are

earned. The Group has not taken out any defined-benefit pension plans.

Staff obligations are recognised as other payables on the balance sheet.
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Notes

Note 1 — Accounting policies (continued)

Share option schemes
The value of services received as consideration for options granted is measured at the fair value of the
options.

For equity-settled share options, fair value is measured at the date of granting and recognised as staff
costs in the statement of comprehensive income during the period when the final right to the options is
vested. The counter-item is recognised directly in equity as a transaction among owners.

For the calculation of the fair value of options granted, the terms and conditions relating to the share
options granted are taken into account.

Deferred income
Deferred income comprises payments received regarding income in subsequent years, including mainly
gift tokens (contract liabilities). Gift tokens payable are recognised at estimated value. See note 28.

Cash flow statement

The cash flow statement shows the Company's cash flows from operating, investing and financing activi-
ties for the year, the year's changes in cash and cash equivalents as well as the Company's cash and cash
equivalents at the beginning and end of the year.

Cash flows from operating activities are calculated in accordance with the indirect method as the
profit/loss for the year adjusted for non-cash operating items, changes in working capital and corporation
tax paid.

Cash flows from investing activities comprise payments in connection with acquisitions and disposals of
enterprises and activities, intangible assets, property, plant and equipment and investments.

Cash flows from financing activities comprise changes in the size or composition of the share capital and
costs relating to the raising of loans, repayment of interest-bearing debt and payment of dividends to
shareholders.

Cash and cash equivalents comprise cash at bank and in hand.
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Notes

Note 1 — Accounting policies (continued)

Definition of financial ratios:

EBITDA Earnings before restructuring costs, depreciation, amortisation, interest and tax

Gross margin

Operating margin (EBIT margin)

Return on invested capital

Solvency ratio

Return on equity

Gross profit/loss x 100
Revenue

Operating profit/loss x 100
Revenue

Operating profit/loss x 100
Average operating assets

Closing equity x 100
Total equity and liabilities at year end

Profit/loss after tax x 100
Average equity
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Notes
Note 2 — Subsequent events

In June 2020 PWT Holding A/S declared for bankruptcy. Because of this PWT Holding A/S and its subsidi-
aries are from June 2020 and forward no longer a subsidiary of P-WT 2007 A/S. Investment in group en-
terprises will in 2020 be written down to DKK 0.

The following section is regarding the consolidated balance and mainly PWT Group A/S:

2020 started off well, being ahead on both revenue and EBITDA. Then COVID-19 started in March, which
closed off most of the world. As a consequence, PWT Group A/S was forced to close all stores in shop-
ping centers and voluntarily closed the remaining stores. This has had major consequences due to the
lack of turnover and increased inventory.

The above had such a huge financial impact on the company that the management saw the need to go
into restructuring on April 17, 2020. The restructuring ended with the group having to close its 30 stores
in Norway and another 20 stores in Denmark. In addition, a large savings plan was implemented, with
20% of the staff being laid off.

The reconstruction ended on June 2, 2020, by the creditors agreeing to a chord of 20% + a possible up-
side of 10%. In connection with the restructering, the immediate parent PWT Holding A/S have filed for
bankrupty, and subsequent a new controlling ultimate owner have taken over control the Group.

In connection with the restructuring financing have been layed out securing the Group most importaint
and sustainable activities, including new and long-term financing. In collaboration with Spar Nord, PWT
Group has raised a 6-year serial loan of DKK 100 million. The loan is based on an EKF government guar-
antee of 70% of the total loan amount. Based on the recent restructering management assess that there
is no significant doubt of the Groups ability to continue as a going concern.

Management considers the implications of COVID-19 a subsequent event occurred after the balance
sheet date (31 December 2019), which is therefore a non-adjusting event to the Company. Effects of the
covid-19 impact are therefore not adjusted in the figures for 2019 in the financial statements.

In connection with the drastic reduction of the Group’s activity, as well as the major uncertainties with
the future, management has subsequently noted material changes in the valuation of assets and liabili-
ties in 2020 after ending of the reconstruction. The expected write-downs and re-valuations will be de-
scribed in broad terms below. The writedowns are based on managements best assumptions as the time
of adopting the financial statements, and is expected to be reflected in the financial statements for
2020.

Below is presented an overview of the identified needs for adjusting the valuation of the groups assets

and liabilities in 1 half of 2020 and thereafter. As COVID-19 impact is treated as an non-adjusting event
these changes in valuations is not reflected in the financial statements of 2019:
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Notes

Note 2 — Subsequent events (continued)
Consolidated

Intangibles, write down adjustment ind percent 100%
Inventories, write down adjustment ind percent 18%
Receivables, write down adjustment ind percent 17%
Non-current and current liabilities, write down adjustment ind percent 70%

Management descriptions osf the identified and expected impacts in the various categories are pre-
sented below:

Intangible assets
Due to the uncertain future, as well as the de-scaling of the company, management has seen the need
to write downgoodwill to DKK 0 million, corresponding to a write-down of DKK 614.5 million.

No other intangible assets (other than those related to the Norwegian entities included in the consoli-
dated figures, DKK 0.4 million. relating to trademarks) have been written down subsequently.

Property, plant and equipment excl. Leases

As the Norwegian activites have closed down in the first half of 2020, all assets and liabilities relating to
the closed activites have been impaired. This entails that DKK 13.8 million. of PPE are written down in
the first half of 2020 in the consolidated accounts.

For those shops that are closed the Leasehold improvements, and other tangible assets have been writ-
ten down to DKK 0, which has a negative effect on the parent company of DKK 6.3 million.

Leases

Subsequent renegotiations of leased assets in connection with the covid-19 impacts and the following
restructuring have resulted in that several leases have been renegotiated on terms that accounting-wise
are seen as a new lease. Following this, several leases in existence as of 31.12.2019 have been deregoc-
nsed in the first half of 2020 and new leases have been recognised (eventhough the underlying asset are
the same). The net effect of this results in an accounting gain in the first half of 2020 and af net lower
total balance sheet of approx DKK 187.8 mio.

Investments

As the group have closed down all of it’s 30 retail shops in Norway, the parents net carrying value of DKK
6.4 mio DKK investment in the Nowegian entity WagNo AS, have been written down in the first half of
2020.

The group and parent company have significant deposits recognised on the balance sheet related to the
leaseholds that activites are conducted from. In connection with the closing down of activities shops
etc., managements assesses that deposits of DKK 1.7 million is written down both in the consolidated
account and in the parent in the first half of 2020.

Inventory

Due to the closing of stores during the COVID-19 period, older inventory has been stocking up. As well as
the uncertain future and the expected decline in both Wholesale and Retail, Management expect to
make a write-down of 18% of the inventory at hand 31 December 2019 in the financial statements for
2020.
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Notes

Note 2 — Subsequent events (continued)

Receivables

Management expect to write down receivables from sales existing at 31 December 2019 with 17% in
2020. This writedown are assessed as a direct consequense of debtors dubiuty casused by the economic
slow-down, especially in the retail industry due to COVID-19.

Amounts owed by group comapanies as of 31. December 2019 relate to receivables from the German
and Norwegian entities. The Norwegian part of the receivables of DKK 29.3 million have subsequently in
2020 been written down in connection with closing down the Norwegian entities.

Non-current and current liabilites, value adjustment

At the end of the reconstruction on June 2, 2020, the loan from PWT Holding, which amounted to DKK
250.3 million, also got a chord of 20% + a possible upside og 10%, along with Trade payables and other
payables (that were not related to employees). These corrections are also going to be made in 2020.

Tax

The tax implications of the above valuations are currently not calculated, but it is expected that signifi-
cantly adjustments to deferred tax are going to be made in 2020.

48

Penneo dokumentnegle: PEA03-5517V-EOPVW-6PTHG-XM5GJ-CQW7K



Notes
Note 3 - Significant accounting estimates and judgements

When financial statement items are recognised and measured, some judgements and estimates will, in
certain cases, be required to define assumptions of future events. These estimates and assumptions are
based on past experience and other relevant factors deemed reasonable by Management in the given
circumstances, but by nature are uncertain or unpredictable. Accordingly, actual outcome may be differ-
ent from these estimates.

Estimates and judgements as well as their underlying assumptions are regularly re-assessed. Changes to
the accounting estimates are recognised in the financial reporting period when the changes are made,
and in future financial reporting periods if the changes affect these periods.

Leases

Leasing assets are distributed among properties, equipment and cars. Properties are divided into catego-
ries according to how significant the properties are to the Group. These categories are used to estimate
the expected length of the lease. This assessment also takes into account non-cancellations and extension
options. The expected length of equipment and cars is the same as the length of the contracts.

Fixed minimum payments are used to calculate the net present value.
Lease payments are discounted using incremental borrowing rate for similar assets refer to note 30.

Impairment testing of goodwill

Any need for impairment of goodwill requires values in use to be determined for the cash-generating units
on which the goodwill amounts are allocated. The statement of value in use relies on an estimate of pro-
jected future cash inflows in the individual cash-generating unit and the determination of a discount rate.
These estimates are subject to a certain degree of uncertainty, and any changes may materially affect the
annual report.

Reference is made to note 16 for a description of assumptions applied, discount rates, etc. used for de-
fining the value in use of the defined cash-generating units.
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Notes

Note 4 — Segment disclosures

DKK'000 Retail Retail Wholesale Other Internal
Denmark Norway Worldwide unites revenue Total

2019, Consolidated
Revenue 485,081 95,159 561,343 6,894  -275,651 872,826
Operating profit/loss (EBITDA) 86,920 23,669 43,213 4,797 0 158,599

Non-allocated costs

Depreciations and amortisation 128,470
Operating profit/loss 30,129
Financieal income 1,915
Financial costs 31,454
Profit before tax 590
DKK'000 Retail Retail Wholesale Other Internal

Denmark Norway Worldwide unites revenue Total

2018, Consolidated
Revenue 511,605 51,172 506,645 6,372  -247,913 827,881
Operating profit/loss (EBITDA) 84,586 5,637 36,456 10,915 0 137,594

Non-allocated costs

Depreciations and amortisation 123,532
Operating profit/loss 14,062
Financieal income 5,170
Financial costs 38,381
Profit before tax -19,149

Segment information has been prepared in accordance with the Group’s applied accounting policies.
There are no internal reporting on P-WT 2007 A/S to the Executive Board.

50

Penneo dokumentnegle: PEA03-5517V-EOPVW-6PTHG-XM5GJ-CQW7K



Notes

Note 4 — Segment disclosures (continued)

Consolidated Parent Company
DKK'000 2019 2018 2019 2018
Geographical markets
Denmark 586,518 633,740 0 0
Norway 144,102 84,738 0 0
Foreign markets 142,205 109,403 0 0
Total revenue 872,825 827,881 0 0
Geographical markets
Denmark 794,307 890,638 0 0
Norway 62,401 38,535 0 0
Foreign markets 20,646 21,085 0 0
Total non-current assets 877,354 950,258 0 0
Note 5 — Revenue
DKK'000
Segment revenue
Retail Denmark 485,081 511,605 0 0
Retail Norway 95,159 51,172 0 0
Wholesale Worldwide 561,343 506,645 0 0
Other units 6,894 6,372 0 0
Inernal revenue between segments -275,651 -247,913 0 0
Total revenue 872,825 827,881 0 0
All timing of revenue is at a point in time.
Note 6 — Cost of sales
Costs of goods for resale 402,334 379,640 0 0
Write-down of inventories 3,370 3,162 0 0
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Notes

Consolidated

Parent Company

DKK'000 2019 2018 2019 2018
Note 7 — Other operating income and costs
Other operating income
Gain on the disposal of property, plant and equipment:
Owned assets 41 156 0 0
Right-of-use-assets 108 369 0 0
149 525 0 0
Loss on the disposal of property, plant and equipment:
Owned assets 73 731 0 0
Right-of-use-assets 0 0 0 0
73 731 0 0
Note 8 — Other external costs
Fees for auditors appointed at the general meeting
Statutory audit services 817 578 25 25
Other assurance engagements 10 13 0 0
Tax advisory services 204 181 13 13
Other services 342 254 14 26
Total fee 1,373 1,026 53 64
Distributed as follows:
PwC 1,146 883 53 51
Other firms 227 143 0 13
1,373 1,028 53 64

Fee for other services than statutory audit services rendered by PricewaterhouseCoopers Statsautoriseret
Revisionspartnerselskab, to the Group 341 tDKK and consist mainly of sundry tax and advisory services.
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Notes

Consolidated

Parent Company

DKK'000
Note 9 — Staff costs

Payroll
Pensions
Other social security costs

Thereof:

Payroll Executive Board
Pensions Executive Board
Payroll Board of Directors

Average number of full-time employees

2019 2018 2019 2018
210,550 205,809 0 0
12,777 12,914 0 0
10,235 9,962 0 0
233,562 228,685 0 0
2,909 3,003 0 0
105 103 0 0

550 550 0 0
3,564 3,656 0 0
552 551 0 0

The above payroll cost reported relates to 2019 and comparative figures. No personell cost relevant to
the subsequent event described in note 2, including changes in board members subsequent to the bal-

ance sheet date, are included in the figures above.
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Notes

Consolidated Parent Company

DKK'000
Note 10 — Depreciation/amortisation

Owned assets:

Amortisation, software
Amortisation, trademarks
Amortisation, other intangible assets
Depreciation, fixtures and fittings, tools and equip-
ment

Depreciation, leasehold improvements

Right-of-use assets:

Depreciation, property

Depreciation, fixtures and fittings, tools and equip-
ment

Note 11 - Financial income

Interest income, banks

Interest income, group enterprises
Adjustment of fair value, financial instruments
Other financial income

Note 12 - Financial expenses

Interest expense, banks

Interest expense, bond loans

Interest expense, group enterprises

Interest expense, leasing debt

Adjustment of fair value, financial instruments
Foreign exchange adjustment

Other financial expenses

2019 2018 2019 2018
5,384 4,143 0 0
559 706 0 0
149 149 0 0
12,434 12,704 0 0
12,968 12,267 0 0
31,494 29,969
94,177 90,281 0 0
2,800 3,282 0 0
96,977 93,563 0 0
128,470 123,532 0 0
4 5 0 0
0 0 0 0
0 3,463 0 0
1,911 1,702 0 0
1,915 5,170 0 0
3,826 2,503 0 0
15,335 15,335 0 0
665 624 665 624
7,493 9,169 0 0
1,088 0 0 0
22 681 0 0
2,975 1,970 8 8
31,411 30,282 673 632
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Notes

Consolidated Parent Company
DKK'000 2019 2018 2019 2018
Note 13 - Tax
Tax for the year is distributed as follows:
Tax on profit/loss for the year -1,959 -1,100 -160 -153
Tax on other comprehensive income 0 0 0 0
-1,959 -1,100 -160 -153
Tax on profit/loss for the year is specified as follows:
Current tax 23 153 -160 -153
Deferred tax -2,274 -1,205 0 0
Adjustment of tax in respect of previous years 292 -48 0 0
-1,959 -1,100 -160 -153
Tax on profit/loss for the year from
continuing operations is specified as follows:
Estimated 22% tax on results before tax 129 -4,212 -160 -153
Adjustment of tax in foreign entities in proportion
to 22% -3,073 1,240 0 0
Tax effect of:
Adjustment deferred tax pf aropr years 146 0 0 0
Non-deductible cost/income 227 1,824 0 0
Adjustment of tax in respect of prior years 612 48 0 0
-1,959 -1,100 -160 -153
Effective tax rate 332.0% 5.7% 22.0% 22.0%

Non-deductible cost/income mainly relates to cost/income relating to investment in Joint venture
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Notes

DKK'000

Note 14 - Software

Opening cost
Additions for the year
Disposals for the year
Closing cost

Opening amortisation

Amortisation for the year

Reversed amortisation for the year of disposals
Closing amortisation

Carrying amount

Note 15 - Trademarks

Opening cost

Additions for the year

Additions for the year, Businss Acquisition
Disposals for the year

Closing cost

Opening amortisation

Amortisation for the year

Reversed amortisation for the year of disposals
Closing amortisation

Carrying amount

Note 16 - Goodwill

Opening cost

Additions for the year
Disposals for the year

Closing cost

Opening impairment losses
Impairment losses for the year
Closing impairment losses

Carrying amount

Consolidated

2019 2018
35,474 30,211
4,709 5,263

0 0
40,183 35,474
27,180 23,037
5,384 4,143

0 0
32,564 27,180
7,619 8,294
7,366 7,366

0 0

379 0

0 0

7,746 7,366
5,630 4,924
559 706

0 0

6,190 5,630
1,556 1,736
703,534 703,534
0 0

0 0
703,534 703,534
83,000 83,000
0 0
83,000 83,000
620,534 620,534
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Notes

Impairment testing

The impairment test made by Management at 31 December 2019 is based on the future cash flows ex-
pected by Management at 31 December 2019, which significantly differ from the cash flows expected by
Management at the time of adoption of the Annual Report, see further in note 2 regarding subsequent
events.

At 31 December 2019, Management carried out a review for impairment of the carrying amount of good-
will based on the effected allocation of cost of goodwill on the cash-generating units:

Consolidated

DKK'000 2019 2018
Retail Denmark 259,191 259,191
Wholesale worldwide 361,307 361,307
Other 36 36
Total goodwill 620,534 620,534

The allocation of goodwill follows the Groups reporting of segments. The recoverable amount is based on
the value in use, which is determined using projected net cash flows on the basis of budgets and estimates
for the years 2020 — 2025 approved by Management and at a discount rate of 9.0% after tax (2018: 9.0%),
corresponding to a discount rate before tax of 12.5% (2018: 12.5%). The budget period applied is deter-
mined taking into account the company’s activities, historic performance, long-term strategy as well as
forecast market development.

The most material assumptions for the purpose of impairment testing arise from PWT Group’s expected
ability to boost earnings, including the growth rates applied, which rely on Management’s forecast based
on initiatives taken to boost earnings, which mainly stems from a combination of revenue increases during
the budget and forecast period as well as an marginal lower increase in costs than the increase in revenue.

REVENUE DEVELOPMENT:

Revenue development is based on expected sales of collections to Wholesale customers as well as the
expected LFL development and growth in distribution channels. The assessment is made on the basis of
historical experience, internal and external benchmarking and statistics, management’s expectation of
market development, market trends and other initiatives initiated.

GROSS MARGIN:
The expected gross margin is based on both efficiency improvements and margin shifts as a result of
changes in distribution channels’ sales mix.

COST RATIO:
The cost ratio is in al materiality based on the current cost basis levels and cost percentages.
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Notes

Note 16 — Goodwill (continued)

WHOLESALE:

The Group expects to enjoy continuous growth on the export markets. As the basis for impairment test-
ing, the business has budgeted for a compound annual revenue increase of 5 % for the CGU during the
budget and forecast period (2020 — 2025), following the realized figures for the segment, and 1.5% dur-
ing the terminal period. EBITDA margin in the terminal period is projected at 12.6 % implying an annual-
ized growth rate at 14.2% compared to the EBITDA margin of 5.7 % realized in 2019. On this basis, the
value in use exceeds carrying amount with 67 million. However, sensitivity analysis shows that if key as-
sumptions are not realizable as forecasted, impairment might be needed according to sensitivity anal-
yses, cf. below.

RETAIL DENMARK:

As the basis for impairment testing, the business has budgeted for a compound annual revenue increase
of 1% for the CGU during the budget and forecasting period (2020 — 2025) and 0.8% during the terminal
period. EBITDA level in the terminal period is projected at 7.6 % implying an annualized growth rate at
9.1% compared to the EBITDA margin of 4.5 % realized in 2019. On this basis, the net present value of
future cash flows was not less than DKK 104 million up on carrying amount for the CGU. However, sensi-
tivity analysis shows that if key assumptions are not realizable as forecasted, impairment might be
needed according to sensitivity analyses, cf. below.

SENSITIVITY ANALYSIS:

Sensitivity analysis shows that if key assumptions are not realizable as forecasted, impairment might be
needed according to sensitivity analyses. The following illustrates the sensitivity to the need for impair-
ment of goodwill through a change in one of the key assumptions of the impairment test. The figures
express how much a key assumption can change without the need for impairment:

Percentage Percentage

decrease in decrease in

annualised annualised
growth rate, growth rate, Percentage
Cash-generating unit revenue EBITDA increase in WACC
Retail Denmark 1% 6 % 3%
Wholesale 2% 2% 1%
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Notes
DKK'000
Note 17 — Other intangible assets

Opening cost
Additions for the year
Disposals for the year
Closing cost

Opening amortisation
Amortisation for the year
Closing amortisation losses

Carrying amount at

Note 18 — Property — Right of use assets

Opening cost

Additions from implementing IFRS 16

New opening cost

Currency translation

Additions for the year

Additions for the year, Business Acquisition
Disposals for the year

Closing cost

Opening depreciation

Currency translation

Depreciation for the year

Reversed depreciation for year on disposals
Closing depreciation

Closing carrying amount

Consolidated

2019 2018
1,490 1,490

0 0

0 0

1,490 1,490
447 298

149 149

596 447

894 1,043
319,514 0
0 299,026
319,514 299,026
0 0

5,748 31,377
40,371 0
7,076 10,889
358,558 319,514
85,817 0
0 0
94,177 90,282
4,475 4,465
175,520 85,817
183,038 233,697
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Notes
DKK'000
Note 19 - Fixtures and fittings, tools and equipment

Opening cost

Currency translation

Additions for the year

Additions for the year, Business Acquisition
Disposals for the year

Closing cost

Opening depreciation

Currency translation

Depreciation for the year

Reversed depreciation for year on disposals
Closing depreciation

Closing carrying amount

Note 20 - Fixtures and fittings, tools and equipment — Right of use assets

Opening cost

Additions from implementing IFRS 16
New opening cost

Currency translation

Additions for the year

Disposals for the year

Closing cost

Opening depreciation

Currency translation

Depreciation for the year

Reversed depreciation for year on disposals
Closing depreciation

Closing carrying amount

Consolidated

2019 2018
103,090 91,568
0 -104
4,216 13,107
1,976 0
4,005 1,481
105,277 103,090
71,405 59,815
-65 -110
12,434 12,704
3,902 1,004
79,872 71,405
25,405 31,685
8,095 0
0 8,209
8,095 8,209
0 0
3,168 718
2,644 832
8,619 8,095
2,980 0
0 0
2,800 3,281
1,941 301
3,838 2,980
4,782 5,115
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Notes

DKK'000

Note 21 — Leasehold improvements

Opening cost

Currency translation

Additions for the year

Additions for the year, Business Acquistion
Disposals for the year

Closing cost

Opening depreciation

Currency translation

Depreciation for the year

Reversed depreciation for the year of disposals
Closing depreciation

Closing carrying amount

DKK'000

Note 22 — Investments in group enterprises
Cost at 1 January

Additions

Cost at 31 December

Carrying amount at 31 December

PWT Holding A/S, Aalborg

Following companies are owned by the group as of 31 december 2019:
PWT Group A/S, owned 100% by PWT Holding A/S

PWT Germany GmbH, Germany, owned 100% by PWT Group A/S

PWT Norway AS, Norway, owned 100% by PWT Group A/S

WagNo AS, Norway, owned 100% by PWT Norway AS

Consolidated

2019 2018
103,048 93,311
0 -187

3,673 12,146
2,964 0
3,484 2,222
106,201 103,048
69,390 58,031
-90 -196
12,968 12,267
3,471 712
78,797 69,390
27,404 33,658

Parent company

Investments in group entreprises

2019 2018
274,080 274,080
0 0
274,080 274,080
274,080 274,080
Share Votingrights
capital and stake
101,984 65.42%
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Notes

Consolidated
DKK'000 2019 2018

Note 23 — Investments in associates

Cost at 1 January 10,135 10,135
Additions 0 0
Cost at 31 December 10,135 10,135
Value adjustments 1 January -10,135 -10,135
Net profit/loss for the year 0 0
Value adjustments 31 December -10,135 -10,135
Carrying amount at 31 December 0 0

The Group holds 60% of the shares in Wagner China ApS, Denmark. Because of the shareholder agreement
in Wagner China ApS the investment is treated as an investment in associates.

Other Comprehen- Groups

Comprehensive Profit Profit for = comprehen- sive income share of

income 2019 Turnover before tax the year sive income for the year profit
Wagner China ApS

(Aalborg, 60% ownership) 0 -44 -90 0 -90 -54

Groups

Balance Noncurrent Current Noncurrent Current share of

sheet 2019 assets assets liabilities liabilities Equity equity
Wagner China ApS

(Aalborg, 60% ownership) 0 2 0 12,843 -12,841 -7,705
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Notes

Note 24 — Acquisition of activities

Onthe 1. March 2019 PWT Group acquired Brandstad retail stores. Brandstad is a premium men’s clothing
store chain with 15 stores and the webshop brandstad.no. Brandstad delivers good service, high quality

and well known brands in modern, light and nice stores. Which were a perfect fit for PWT Group.

Brandstad isincluded in the annual report for 2019 with a revenue of 51,677 TDKK and with a profit before

tax of 6,631 TDKK.
Deferred purchase price is expected to be paid by March 2022.

Fair value of acquired assets, liabilities and contingent liabilities and acquisition price has been
calculated and can be allocated as followed:

DKK'000

2019
Trademarks 380
Leasehold improvements 2,964
Fixtures and fittingsm tools and equipment 1,976
Property right of use assets 40,371
Lease debt -40,371
Intangible as 5,320
Goodwill 0
Acquisition price 5,320

Deffered acquisition price

Cash acquisition price

3,800

1,520

The above purchase price discosure is not taking into effekt the subsequent events in 1st half of 2020,
where the Brandstad retail shops have been closed due to the Covid-19 impact. Please refer to note 2 for

further subsequent events disclosures.
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Notes

DKK'000

Note 25 — Deferred income tax
Deferred tax arises from:
Intangible assets

Property, plant and equipment
Current assets

Provisions

Other liabilities

Tax loss carryforwards

All deferred tax assets and tax liabilities are recognised on the balance sheet.

DKK'000

Note 26 — Deposits

Carrying amount at 1 January
Additions

Disposals

Carrying amount at 31 December

DKK'000

Note 27 — Inventories
Goods for resale

Provisions for obsolescence
Goods for resale, net

Specification of provisions for obsolescence:

Provision at 1 January

Adjustment for the year of provision for

obsolescence
Provision at 31 December

Consolidated

Parent company

2019 2018 2019 2018
47,912 47,473 0 0
-5,794 -1,555 0 0
-363 -864 0 0
-1,587 -1,683 0 0
-860 -702 0 0
-29,227 -30,484 -8,941 -8,781
10,081 12,185 -8,941 -8,781

Consolidated

Consolidated

2019 2018
14,495 15,186
1,479 1,662
-3,778 -2,352
12,196 14,496

Parent Company

2019 2018 2019 2018
206,580 201,273 0 0
3,370 3,162 0 0
203,210 198,111 0 0
3,162 2,725 0 0
208 437 0 0
3,370 3,162 0 0
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Notes

DKK'000
Note 28 — Trade receivables

Trade receivables, gross
Allowances
Trade receivables, net

Distribution of receivables
Not due

Under 30 days

Between 30 and 60 days
Between 60 and 90 days
Over 90 days

Trade receivables

Write-downs, expected loss rate

Not due, 0.7 % (0.6 %)

Under 30 days, 0.9 % (1.5 %)

Between 30 and 60 days, 0.9 % (4.7 %)
Between 60 and 90 days 7 % (14.4 %)
Over 90 days 33.. % (39.5 %)

Trade receivables

Changes in allowances for trade receivables:
Allowances at 1 January

Amounts restated through opening retained
earnings

Allowances at 1 January

calculated under IFRS 9

Currency translation

Loss for the year

Reversed allowances for the year
Allowances for the year

Allowances at 31 December

Consolidated

Parent company

2019 2018 2019 2018
76,128 59,253 0 0
1,796 1,420 0 0
74,332 57,833 0 0
55,235 50,912 0 0
4,662 4,703 0 0
8,762 512 0 0
4,429 845 0 0
3,040 2,281 0 0
76,128 59,253 0 0
360 303 0 0
41 70 0 0

77 24 0 0

309 121 0 0
1,008 902 0 0
1,796 1,420 0 0
0 1,863 0 0

0 0 0 0
1,420 1,863 0 0
0 -10 0 0

-330 -539 0 0
-267 -27 0 0
972 113 0 0
1,796 1,420 0 0

P-WT 2007 Group has collateral held as security for trade receivables of 22 million, which consist of bank

guarantee, deposit and personal guarantee.
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Notes

Note 29 — Share capital

Share capital upon establishment 2007/08
Addition 2009/10
Closing share capital

Share capital is distributed as follows:
A-shares
B-shares
C-shares

Capital management

Share

capital

30,930
6,600

37,530

Nominal

Number value
35,653,500 35,654
1,501,200 1,501
375,300 375
37,530,000 37,530

The Group regularly assesses the need for adjusting its capital structure to weigh the required higher
return on equity up against loan capital. Equity's share of total
assets (solvency ratio) reached 40.8% at the end of 2019 (2018: 39.5%). Capital management is conducted

for the Group as a whole.

Note 30 — Provisions
DKK'000

The Group's total provision obligation broken
down on residual terms:

Within 1 year

Between 1 and 5 years

After 5 years

Provision obligation at 1 January
Additions during the year

Reversals during the year

Effect of change in interest rates
Effect of change in years

Provision obligation at 31 December

Consolidated

Parent company

2019 2018 2019 2018
2,612 2,678 0 0
6,906 5,983 0 0
1,316 1,536 0 0

10,835 10,197 0 0
10,198 8,981 0 0
3,400 3,485 0 0
-2,763 -3071 0 0
0 98 0 0

0 704 0 0
10,835 10,197 0 0

Provisions obligations contains obligation to re-establish leaseholds (8,675) and refund liability on sold

clothes (2,160).

Obligation to re-establish leaseholds relates to projected future costs attributable to relocation of lease-
holds and is based on projected costs relying on the current interior and condition of the leaseholds.
The obligation is discounted back to net present value using a discount rate of 1% (2018: 1.3%), equiva-
lent to a risk-free interest rate. Refund liabilities on sold clothes relates to projected future returns.
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Notes

Note 31 — Bank loans and bond loans
Consolidated

DKK'000 2019 2018
Bond loans 252,278 251,567
Bank overdrafts 46,393 25,788
Bank loans and bond loans 298,671 277,355

The loans are recognised as follows on the
balance sheet:

Non-current liabilities 252,278 251,567
Current liabilities 46,393 25,788
Carrying amount 298,671 277,355
Fair value 306,393 285,788
Undrawn credit facilities at 31 December 44,468 50,492

Bond loans fall due in 2022. The fair value of financial liabilities is stated as net present value of future
repayments and interest payments (2-level observable inputs in the fair value hierarchy). The Group's
current borrowing rate has been used as the discount rate.

The bonds have a variable interest rate of 3m CIBOR plus a Floating Rate Margin of 5.50% (2018: 5.50%)
per annum and an effective interest rate of 6.08% (2018: 6,1%). The fair value of the bonds issued amounts
to DKK 256 million as of 31 December 2019 (2018: DKK 260 million) and is calculated as the net present
value of future repayments and expected interest payments (2-level observable inputs in the fair value
hierarchy).

The bonds have no fixed repayment schedule other than full repayment 18 October 2022, but with certain
acceleration clauses. The bond debt is subject to a negative pledge with a carve out for working capital
facilities of DKK 85-105 million. Further, the bond is subject to certain change of control clauses, which
could accelerate the repayment. Accelerated repayment is subject to a premium in the range of 100.55 %
-102.75 % depending of the bonds maturity and/or the cause of acceleration.

Currency Fixed-interest Interest margin Carrying
period to CIBOR amount
Floating-rate bond loans DKK 3 mos. 5.50% 252,278
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Notes

Note 32 — Derivative financial instruments

The Group has entered into forward contracts of a total of DKK 117,167 thousand for USD purchases of a
value during the period until July 2020 for the purpose of hedging future purchases in USD. The average
exchange rate is 662. Forward contracts are not qualifying for treatment as hedging instruments, and
changes are regularly recognised in the profit and loss statement before tax at a total of as financial in-
come and financial expenses. The Group does not apply hedge accounting. Reference is made to note 41
for further details.

Cover of currency risks:

Fair value

2019: adjustment

recognised in the

Contract statement of com-

DKK'000 Residual life value Fair value prehensive income

Forward contract, USD 0-6 months 117,167 204 -1,088
Recognised in finacials income/expense in the profit

and loss statement 204 -1,088

2018:

Forward contract, USD 0-6 months 90,722 1,292 3,463
Recognised in finacials income/expense in the profit

and loss statemen 1,292 3,463

Derivative financial instruments are valued in accordance with generally accepted valuation methods
based on relevant observable currency curves. All above-mentioned financial instruments are recognised
as 2-level observable inputs in the fair value hierarchy.

Note 33 — Other debts

Carrying amount of bonus points (contract liabilities) at 31. December 2019 at TDKK 7,597 (2018 7,187).
Changes in current year consits of; earned points TDKK 3,708, cashed points TDKK 1,436 and ex pired
TDKK 1,862.

Note 34 — Deferred income

Deferred income comprises obligations in relation to gift cards (contract liabilities). Gift cards are recog-
nized as income as they are used or when they become obsolete after 3 years according to regulations.
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Notes

Note 35 — Leasing

Below is an overview of information about leasing

Depreciations regarding leases is shown in note 10

Financial expenses regarding leases is shown in note 12

All contracts have been recognized as assets and debt, except short-term and low value contracts,
recognised as an expense in profit and loss with TDKK 197 (2018: 138)

There has been income from subleasing TDKK 4,691 (2018: 1,936)

During the year there have been variable payments of TDKK 2,180 (2018: 18,973)

Cash-outflow from leasing amounts to TDKK 96,688 (2018: 97,935)

Acquisitions and carrying amount is shown in note 18 and 20

Profit and loss from right-of use assets is shown in note 7
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Notes

Note 36 — Charges and collateral

Consolidated

As collateral for bank loans, the Group has provided a floating charge of a nominal amount of DKK 130
million secured upon non-current assets and current assets with a book value at 31 December 2019 of
DKK 915 million (31 December 2018: DKK 927 million).

Current year is allocated (DKK Million):

Intagible assets 636
Inventories 183
Trade receivables 58
Property, plant and equipment 38

915

At 31 December 2018, the Group has entered into documentary credits of a total of DKK 1,268 thousand
regarding non-settled purchase of goods abroad (31 December 2018: DKK 9,913 thousand).

Parent company
The shares in the subsidiary, PWT Group A/S, and the amount owned by PWT Group A/S of DKK 250 million
have been provided as collateral for bond debt.

Note 37 — Contingent items, etc.

The Group's Danish enterprises are jointly and severally liable for the jointly taxed enterprises' tax liabili-
ties.

In the ordinary course of its business, the Group is subject to various litigation such as product liability
claims, employee disputes, rental disputes and other kinds of lawsuits, and faces different types of legal
issues. Any claim brought against the Group (with or without merit), could be costly to defend. These
matters are inherently difficult to quantify. Management is of the opinion that the result of these dis-
putes will not have a significant effect on the Group's financial position.

The parent company and the Group company PWT Group A/S have guaranteed payments of leases for
property on behalf of the Group company WagNo AS.

Note 38 — Related party disclosures and ownership

Control Basis
Polaris Private Equity Il K/S, Copenhagen Owner, 99%

Significant influence
The CEO and board member of PWT Holding A/S, Ole Koch Hansen, exercises control over OKH Holding
A/S, which is deemed to exert significant influence over the consolidated accounts of P-WT 2007 A/S.

P-WT 2007 A/S has the following shareholders with a registered share of the total sharecapital of 5 % or
more:
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Notes

Significant influence (continued)

Polaris Private Equity Il K/S
c/o Gorrissen Federspiel
Axeltorv 2

1609 Kgbenhavn V

Executive staff members

The P-WT 2007 A/S Group’s related parties with significant influence comprise the Group’s Board of Di-
rectors and executive management of the parent company and these persons’ close family members.
Related parties moreover comprise enterprises in which this group of persons have significant interest.

Transactions with related parties
Amounts owed by group enterprises are disclosed on the balance sheet of the parent company financial
statements, and interest thereon is disclosed in note 11, Financial income. Executives and Directors re-

muneration are disclosed in note 9, Staff costs

In addition, during the financial year, the Group engaged in the following transactions with enterprises
exerting significant influence:

Consolidated

DKK'000 2019 2018
Rent, etc. 5,056 4,606
Rent obligations regarding related parties repre-

sent 39,847 44,489
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Notes

Note 39 — Management positions of the Board of Directors and the Executive Board

Henrik Bonnerup
Chairman and member of the
board of directors since 2007

Partner:
Polaris Management A/S

Executive Board:

CEKA Holding A/S

and a number of companies
owned by Polaris Private Equity

Member of the Board of
Directors of:

A number of companies

owned by Polaris Private Equity

Jan Johan Kiihl
Member of the board of direc-
tors since 2007

Managing partner:
Polaris Management A/S

Member of the Board of
Directors of:

Business Synergy Group ApS
Interprimo A/S

Part Unique ApS

Brgndum A/S

Brgndum Holding A/S
Advantage Investment Partners
A/S

and a number of companies
owned by Polaris Private Equity

Allan Bach Pedersen
Member of the board of direc-
tors since 2007

Partner:
Polaris Management A/S

Member of the Board of
Directors of:

@stpeder Holding ApS

A number of companies

owned by Polaris Private Equity
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Notes

Note 40 — New financial reporting regulations

IASB has issued new or amended accounting standards and interpretations that have not yet become
effective and have consequently not been implemented in the consolidated financial statements for 2019.
P-WT 2007 expects to adopt the accounting standards and interpretations when they become mandatory.

None of the new or amended accounting standards and interpretations for 2019 have had significant im-
pact on the financial statements. IFRS 16 was adopted already for the financial statement 2018.

Note 41 — Financial risks and financial instruments — Parent Company and Group
Risk management in general

As a result of its operating, investing and financing activities, PWT Group is exposed to financial risks,
including market risks (currency risks and interest risks), credit risks and liquidity risks. Only the most im-
portant risks are accounted for in the note.

The Group manages its financial risks centrally as well as coordinates liquidity management and funding.
Corporate policy is not to engage in any speculation in financial risks. The overall framework for man-
agement of currency risks is laid down in the policy on currency risks adopted by the Board of Directors.

The Group has taken out hedging of its currency and interest risks. The Group however does not use hedge
accounting, thus the effect is recognized in comprehensive income.

Currency risks

Sales of the Group are primarily settled in Danish kroner, Norwegian kroner. Swedish kroner and Euro.
The Group has sales companies in Germany and Norway, a sales department in Sweden and shops in
Norway and Sweden and thereby incurs costs in the same currency. Currency risks from income-gener-
ating activities are thereby limited, as the vast part thereof is invoiced in the Scandinavian currencies or
Euro. The Group has chosen not to hedge net income.

Purchases by the wholesale business are primarily settled in USD, and, accordingly, the Group is heavily
exposed to currency movements in USD. Hedging is taken out for all purchases in USD in accordance with
the Group policy on currency risks, and therefore the risk at the balance sheet date is not deemed material
to the Group.
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Notes

Note 41 — Financial risks and financial instruments — Parent Company and Group (continued)

Consolidated currency positions at 31 December 2019 set out in Danish kroner:

DKK'000 usD NOK SEK EUR
Receivables 2,140 1,477 5,883 29,213
Cash 0 19,254 2,480 0
Trade payables 1,896 20,273 1,589 8,762
Bank loans 10,408 0 0 5,811
Forward contracts 118,163 0 0 0
107,999 458 6,774 14,640
Impact on results before tax based on
a-10% change in exchange rate 10,800 46 677 1,464
Impact on equity and results after tax based
on a -10% change in exchange rate 8,424 36 528 1,142
Consolidated currency positions at 31 December 2018 set out in Danish kroner:
DKK'000 usD NOK SEK EUR
Receivables 1,376 990 4,721 11,662
Cash 0 6,645 1,042 0
Trade payables 1,001 7,842 1,191 2,492
Bank loans 5,604 0 0 20,765
Forward contracts 92,602 0 0 0
87,374 -207 4,572 34,919
Impact on results before tax based on
a -10% change in exchange rate 8,737 -21 457 3,492
Impact on equity and results after tax based
on a -10% change in exchange rate 6,815 -16 356 2,724

The currency risk on USD mainly relate to the Group's forward exchange transactions. A decrease of 10%

as mentioned above, would have an opposite effect on signed purchase orders.

Interest risks

As a result of its investing and financing activities, the Group is exposed to fluctuations in the level of

interest rates in Denmark.

For the purpose of the Group’s floating-rate cash and liabilities, an increase of 1% in interest rate level on

the actual interest rates at the balance sheet date would hypothetically have a negative impact on con-
solidated results and equity at year end of DKK 3.8 million (DKK 4.0 million) and the Parent Company’s
results and equity of DKK 3.4 million (DKK 3.8 million). A similar reduction in interest rate level would have

a corresponding positive effect.
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Notes

Note 41 - Financial risks and financial instruments — Parent Company and Group (continued)

The stated sensitivities have been based on recognised financial assets and liabilities at the end of the
financial year. Repayment, raising of loans, etc. during the financial year have not been taken into account.
The changes applied are considered fairly likely in the present market situation and based on projected
movement in interest levels.

Credit risks
As a result of its operations, the Group is exposed to credit risks primarily arising from receivables from
customers. The maximum credit risk is equivalent to the carrying amount of these items.

The Group regularly assesses the need for write-down for bad debts and follows up on receivables, and if
required write-down is made in accordance with Group's policy for write-down. The write-down policy is
calculated at expected credit loss, which uses a lifetime expected loss allowance for all trade receivables
and contract assets. The Group is not exposed to any material risks posed by an individual customer.

Cash in banks are not deemed to pose any special credit risks.

Liquidity risks

The Group strives to have a sufficient liquidity reserve comprising cash, fair value trough profit or loss
assets and undrawn credit facilities to be able to take proper action in case of unforeseen fluctuations in
liquidity. Capital resources are regularly assessed and managed by the Finance Department. Based on the
Group's capital resources and projected future cash flows, Management is of the opinion that sufficient
capital resources are available.

The Group mainly finances its activities over the open bank business credits and undrawn drawing rights.
Due to the seasonal fluctuations, etc., in its activities, the Group's liquidity requirements vary during the
financial year. The seasonal variations are taken into account in the form of the availability of a sufficient
number of overdraft facilities, etc.

Consolidated bond debt arising from the purchase of activities in 2008. On a regular basis, the Manage-

ment assesses the market for new financing options when the bond expires in October 2022, these studies
has been very positive and with great potential.
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Notes

Note 41 - Financial risks and financial instruments — Parent Company and Group (continued)

Net interest-bearing debt of the Group and the Parent Company is specified as follows:

DKK'000

Specification of net interest-bearing debt
Cash at bank and in hand

Bonds

Bond loans

Lease debt

Amounts owned to group enterprises
Bank loans, current liabilities

Net interest-bearing debt

Consolidated

Parent Company

2019 2018 2019 2018
-38,985 -17,564 -360 -319
0 0 0 0
252,278 251,567 0 0
193,470 244,269 0 0
10,972 10,212 10,972 10,212
46,393 25,788 0 0
464,128 514,272 10,612 9,893

The Group's financial liabilities fall due for payment as specified below with the amounts reflecting the

non-discounted nominal amount falling due for payment in accordance with agreements concluded, in-

cluding future interest payments calculated on the basis of the present market situation. Bond debt with
expiry on 18 October 2022 represent the vast part of the Group's liabilities.

The repayment schedule is based on non-discounted contracting cash flows including estimated interest

payments. The interest payments are estimated based on the current market situation.

DKK'000

Bonds loans, long term

Bank loans and overdrafts, short term
Amounts owned to group enterprises
Lease debt, long and short term

Debt from financing activities

Other
31.12.2018 Cash flow regulations 31.12.2019
251,567 0 711 252,278
25,788 20,605 0 46,393
10,212 760 0 10,972
244,269 -96,688 45,890 193,470
531,836 -75,323 46,600 503,113
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Notes

Note 41 — Financial risks and financial instruments — Parent Company and Group (continued)

Carrying
DKK'000 0-1 year 1-5 years > 5 years Total amount
2019, Consolidated
Derivative financial instruments 204 0 0 204 204
Financieal instruments
measured at fair value through
profit and loss 204 0 0 204 204
2019, Consolidated
Deposits 0 0 12,196 12,196 12,196
Trade receivables 74,332 0 0 74,332 74,332
Other receivables 4,416 0 0 4,416 4,416
Financial instruments
measured at amortised cost 78,748 0 12,196 90,944 90,944
Bond loan 15,125 302,225 0 317,350 252,278
Lease debt 105,852 85,600 16,248 207,700 193,470
Amount owned to group enterprises 10,972 0 0 10,972 10,972
Overdraft facilities 46,393 0 0 46,393 46,393
Trade payables 98,572 0 0 98,572 98,572
Financial liabilities are
measured at amortised cost 276,914 387,828 16,248 680,987 601,685
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Notes

Note 41 — Financial risks and financial instruments — Parent Company and Group (continued)

DKK'000
2018, Consolidated

Derivative financial instruments
Financieal instruments
measured at fair value through
profit and loss

2018, Consolidated

Deposits

Trade receivables

Other receivables

Financial instruments
measured at amortised cost

Bond loan

Lease debt

Amount owned to group enterprises
Overdraft facilities

Trade payables

Financial liabilities are

measured at amortised cost

DKK'000

2018, Parent Company

Amounts owed by group enterprises
Trade payables

Financial liabilities measure

at amortised cost

2018, Parent Company

Amounts owed by group enterprises
Trade payables

Financial liabilities measure

at amortised cost

0-1 year 1-5 years > 5 years Total amount
1,292 0 0 1,292 1,292
1,292 0 0 1,292 1,292
0 0 14,496 14,496 14,496
57,833 0 0 57,833 57,833
7,786 0 0 7,786 7,786
65,619 0 14,496 80,115 80,115
15,125 317,350 0 332,475 251,567
94,713 141,675 20,728 257,116 244,269
10,212 0 0 10,212 10,212
25,788 0 0 25,788 25,788
109,399 0 0 109,399 109,399
255,237 459,025 20,728 734,990 641,235
Carrying-

0-1 year 1-5 years > 5 years Total amount

10,972 0 0 10,972 10,972
52 0 0 52 52
11,024 0 0 11,024 11,024
10,212 0 0 10,212 10,212
52 0 0 52 52
10,264 0 0 10,264 10,264

On the basis of the Parent Company's and the Group's forecast future operations and the Group's current
liquidity, no material liquidity risks have been identified. Please also refer to the description of liquidity

risks above.
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jndxfG8jp4sdJM2xd0DNSivCMWFJGuQOQ3eWReoFvj5jruArqSZHmfQ4+lOOtZW9zFfRcjPy8Wop
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