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Kastel Denmark ApS
MANAGEMENT'S STATEMENT

Today the Executive Board has discussed and approvad the Annual Report of Kastel Denmark Ap$ for the perfod 18,
september 2014 - 31, december 2015.

The Annual Report has been prepared in conformity with the Financial Statements Act.

In my opinlon, the financlal statements give a true and fair view of the Company's assets, equity, liabllities and finan-
clal position at 31, december 2015 and of its financial performance for the perlod 18. september 2014 - 31, december
2015,

In my opinion the Management commentary includes a fair review of the matters described.
We recommend that the Annual Report be approved by the Annual General Meeting.
Glostrup, den May 21st 2016

Direktion

Michael Joseph Paldakovich

Audit of financiat statements
The Company meets the requirements of section 135 of the Financlal Statements Act and may therefore present
unaudited financial statements, Management proposes to the Genera! Meeting a resolution that the financlal state-
ments of the Company not be audited in future.
Chairman's notas
The General Meeting has today discussed and adopted Management's proposal not to audit financlal statements.
Glostrup, den May 21st 2016
Direktion

ffrn/— Zf\//

Michael Joseph Paldakovich
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Kostel Denmark ApS
INDEPENDENT AUDITOR’S REPORT ON THE FINANCIAL STATEMENTS

To the shareholders of Kastel Denmark ApS

We hava audited the financial statements of Kastel Denmark ApS for the perlod 18, september 2014 - 31. december
2015, including accounting policies, income statement, balance sheet, statement of changes In equity and notes. The
financial statements have been prepared In conformity with the Danish Fipancial Statements Act.

Management's raspensibllity for the financla! statements

The Company's Management Is responsible for the preparation and falr presentation of financial statements In con-
formity with the Danish Financlal Statements Act. Management [s also responsible for the internal control that it
deems necessary for the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditor's responsibliity

Our responsibility is to express an opinion on the flnancial statements based on our audit. We have performed the
audit in accordance with international auditing standards and additional requirements under Danlsh audit regula-
tlons. That requires that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance that the financial stataments are free from material misstatement,

An audit Includes performing procedures to obtaln audit evidence of the amounts and distlosures In the financial
statements. The procedures selectad depend on the audftor’s judgement, including the assessment of the risks of
material misstatement of the financial statemants, whether due to fraud or error. In making those risk assessments,
the auditors consider Internal control relevant to the Company's preparation and falr presentation of financlel state-
ments in order to design audit procedures that are appropriate In the circumstances, but not for the purpose of ex-
pressing an opiaton on the effactiveness of the Company's Internal control. An audit also includes evaluating the ap-
propriatenass of the accounting policles applied and the reasonablaness of the accounting estimates made by Man-
agement as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence obtained is sufficlent and appropriate to provide a basis for our opinion.
The audit did not result in a qualification.

Conclusion
in our opinion, the financial statements give a true and falr view of the Company's assets, equity, liabllities and finan-
cla) position at 32, december 2015 and of its financlal performance for the pariod 18. september 2014 - 31, december

2015 in conformity with the Danish Financial Statements Act.

Emphasis of matter - Understanding of audit

Our audit did no Include the supplementary report on pages 6 of this Annual Report. As required by Internationat au-
diting standards and additional requirements under Danish audit regulations, we have read the supplementary report
to identify any material conditions In that report inconsistent with the disclosures of the audited firanclal statements.

Frederiksberg, May 21st 2016

TimeViston \rederiksberg
Godkendt Revistonsaktieselskab

e'n ngl
Registreret Revis
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Kastel Denmark ApS
MANAGEMENT COMMENTARY

Principal activities of the Company
The main activities of the Company were agency trade In textiles, fur, footwear and leather goods,

Development in the activitles and the financial situation of the Company
The Company's status as a going concern depends on the willingness of Kastel Denmark to continue making available
the capital requlred. | expect this to be the case. Reference is made to note 6 of the financlal statements.

The Company has Jost more than half of the share capltal, but expects to restore its capital through earnings.

Matertal events after the reporting date
No events have occurred after the reporting data that may materiatly affact the financial position of the company.

Expected development, including special assumptions and uncertain factors
The companys revenue for the first 3 months of 2016 shows that forecasted on a year revenue will Increase to an es-
timated TDKK 1.444.

The first year have had many startup expenses that will not be repeated and management will continue to forus on
this,
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Kostel Denmark ApS
ACCOUNTING POLICIES

GENERAL INFORMATION

The fingncial statements of Kastel Denmark ApS for the financial year 2014/15 have been prepared in conformity
with the provistons of the Financial Statements Act on class B enterprises,

The current year is the first financial period of the Company, for which reason no comparative figures are disclosed in
the Income statement, balance sheet and notes.

The accounting policies applied in the financlal statements are conslstent with those of the previous year. The re-
porting currency is Banish kroner.

Recognition and measurement in general
The financlal statements have bean prepared under the historical cost convention,

tncome Is recognlsed In the income statement when earned. Value adjustments of financial assets and liabilities
measured at falr value or amortised cost are also recognised In the income statement, Costs Incurred to generate the
earnings for the year are also recogalsed In the Income statement, including amortisation, depreciation, Impairment
losses and provisions as well as reversals resulting from changed accounting estimates of amounts previously recog-
nised in the income statement.

Assets ara recognised in the balance sheet when it is probable that future financial benefits will flow to the Company
and it Is possible to obtain a reliable measurement of the individuat assets.

Uabllities are recognised In the balance sheet when it Is probable that future financial benefits will flow from the
Company and it is possibe to obtain a reliable measurement of the individual liabilities.

On initial recognition, assets and liabilitles are measured at cost. Subsequently, assets and liabllities are measured as
described for each item.

Anticipated losses and risks arising before the presentation of the financial statements and confirming or disconfirm-
ing facts and clrcumstances known at the reporting date are taken Into consideration at recognition and measure-
ment,

The functional currency used is Danish kraner. All other currencles are considered foreign currencies.

Leases
Lease payments undar operating leasas are recognised in the income statement on a straight-line basis over the lease
term. The remaining liability 1s stated under contingent liabllities,

Forelgn currency translation

Foreign currency transactions are transiated at the exchange rates ruling at the transaction dates, Galns and losses
arising from movements between the exchange rates at the date of the individual transaction and the date of pay-
ment are recognised In the Income statement as financial income or financlal expenses,

Receivables, accounts payable and other monetary items denominated In a forelgn currency, but not settled at the
reporting date, are translated at the exchange rates ruling st the reporting date.  Exchange rate differences be-
tween the exchange rates at the reporting date and the date of the individual transaction are recognised In the In-
come statement as financial income or financial expenses.
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Kastel Denmark ApS
ACCOUNTING POLICIES

Changes In the fair value of financial Instruments which are classified as and meet the criteria for recognition as a falr
value hedge of a recognised asset or liability are recognised In the income statement together with changes in the fair
valug of the asset or liabllity attributable to the risk being hedged.

INCOME STATEMENT

General information
Certain income and expenses have been aggregated In the item designated 'Gross profit' with raference to section 32
of the Financial Statements Act.

Gross profit
Gross profit is a combination of the items of 'Revenue', 'Change In Inventorles of finished goods, work in progress and
goods for resale’, 'Other operating income’, 'Cost of raw materials and consumables' and 'Other external costs’,

Revenue
Revenue from the sale of goods for resale and finished goods Is recognised in the Income statement if the goods have
been delivered and the risk has passed to the buyer before year-end. Revenue is recognised exclusive of VAT and net

of sales discounts.

Change in Inventories of finished goods and work in progress
The change in inventarigs of finished goods and work In progress is changes in inventories.

Distributlon costs
Distribution costs include costs relating to distribution and sales, advertising and marketing costs, vehicle operating

costs, etc.

Administrative expenses
Administrative expenses include expenses for Management and administrative staff, office expenses, amortisation

and deprecfation, etc.

Cost of raw materials and consurables
Cost of raw materials and consumables includes the cost of goods purchased less discounts and changes In invento-

rles for the year.

Other external expenses
Other external expenses Include costs for sales, advertising, administration, premises, bad debts, rental expenses

under operating leases, etc.

Staff costs
Staff costs include wages, salaries and other pay-related costs, such as sickness benefits for enterprise employees less
wage/salary relmbursement from the Government.

Finanelal income and expenses

Financla!l Income and expenses are recognised in the Income statement based on the amounts which relate to the fi-
nancial year. Financial income and expenses include interest revenue and expenses, accounts payable and transac-
tions in forelgn currencies, and surcharges and allowances under the tax prepayment scheme,

Tax on net profit for the year
Tax for the year comprises current tax and changes in deferred tax. The share attributable to the profit or loss for the
year Is recognised in the income statement, and the share attributable directly to equity Is recognised directly in eg-

8
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Kastel Denmark ApS
ACCOUNTING POLICIES

uity.

The Company is the administration company of the jeint taxation scheme. All Danish taxes on the taxable Income are
patd by the Company.

BALANCE SHEET

Intangible assets

Patents and licences

Patents and licences are measured at the lower of cost less accumulated amortisation and the recoverable amount.
Patents are amortised over the remaining patent perlod, and Hcences are amortlsed over the contract period, but
never more than 10 years.

Gains or losses arising from the sale of patents and licences are determined as the difference between the selling
prices fess selling costs and the carrying amounts at the time of sale. Gains or losses are recognised In the income
statement as other operating Income or other operating expense,

Property, plant and equipment
Property, plant and equipment are measured at cost less accumulated depreciation and Impairment losses.

The depreciable amount Is cost less estimated residual value at the end of the useful life of the relavant asset.

Cost Includes the purchase price and expenses directly related to the acquisition until the time when the asset Is
ready for use. The cost of assets produced in-house Includes costs for materials, components, subcontractors, direct
payroll costs and indirect production costs.

Depreclation is computed using the straight-iine methad over the following estimated useful lives of the individual
assets and thelr resldual values:

The dapreclable amount Is cost less estimated residual value at the end of the useful life of the relevant asset.
Cost includes the purchase price and expenses directly related to the acquisition until the time when the asset is
ready for use. The cost of assets produced in-house includes costs for materlals, components, subcontractors, direct

payroli costs and Indirect production costs.

Depreciation Is computed using the straight-line method over the following estimated useful lives of the individual
assets and their residual values:

User time Residual value
Tools and equipment 3 years 0%

Gains or losses arising from the disposal of property, plant and equipment are determined as the difference between
the sefling price less selling costs and the carrying amounts at the time of sale. Galns or losses are recognised in the
income statement as other operating income or other operating expense.
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Kostel Denmark ApS
ACCOUNTING POLICIES

Investments
Deposits
Deposits are measurad at cost.

Inventerles
Inventories are measured at cost using welghted average prices. Where the net realisable value is lowar than cost,

the Inventorles are wiitten down to this lower value,

The net realisable value of {nventories is calcutated as the selling price tess costs of completion and costs incurred to
perform sales. The value Is determined taking Into conslderation marketabllity, ohsolescence and development in
expected selling price.

Recelvables
Recelvables are measured at amortised cost, which normally corresponds to the nominal value, The value Is reduced

by an allowance for expected Impairment losses.

Impalrment of accounts recelvable past due is established on Individual assessment of receivables.

Prepayments
Prepayments recognised under assets Include costs already defrayed but relating to the subsequent financlal year.

Corporate Income tax and deferred tax
Current tax liabilities and current tax receivables are recognised in the balance sheet as tax calculated on the taxable

Income for the year ad]usted for tax on the taxable income for previous years and for prepald taxes.

Deferred tax Is measured using the balance-sheet ltabllity method on any temporary differences between the carry-
ing amounts of assets and llabllitles for financial reporting purposes and the amounts used for taxation purposes. In
cases where the tax base can be determined under alternative taxation rules, such as in relation to shares, deferred
tax Is measured on the basls of the intended use of the relevant asset or settlement of the Hahbllity.

Deferred tax assets, Including the tax base of tax losses allowed for carryforward, are measured at their antlcipated
realisable values, either by elimination in tax on future earnings or by helng offsat against deferred tax liabilities
within the same legal tax entity. Any deferred net tax assets are measured at their net realisable values.

Deferred tax Is measured basad on the tax rules and tax rates applicable when the deferred tax is expected to crystal-
lise as current tax according to the leglslation In force at the reporting date. Any change In deferred tax as a result of
changes in the tax rates is recognised in the income statement.

The corporata income tax rate decreased gradually from 25% to 22% in the financlal years 2014 to 2016, Deferred tax
Is measured based on the tax rules and tax rates applicable when the defarred tax Is expected to crystallise as current
tax according to the [egislatlon in force at the reporting date. The effect of the change in the accounting estimates are
recognized with O kr,

Payables
Other payables, comprising trade payables and amounts owed to Group enterprises and assoclates and other ac-
counts payable, are measured at amortised cost, which normally corresponds to the nominal value,

10
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Kastel Denmark ApS
ACCOUNTING POLICIES

Cash and cash equivalents ‘
Cash and cash equivalents comprise the Items of 'Cash’ and ‘Securitles’ recognlsed under current assets. ‘Securitles'

are short-term securitles that are readlly convertible into known amounts of cash and subject to an inslgnificant risk
of changes In value,

11
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Kastel Denmark ApS
INCOME STATEMENT

18, SEPTEMBER 2014 - 31, DECEMBER 2015

2014/15
DKK
Revenua 886.165
Cost of raw materlals and consumables -109.608
Dther external costs -2.292.403
GROSS MARGIN -1.515.846
1 Staff costs ©-777.128
Amortisation, depraciation and impairment losses - intangible
assets and property, plant and equipment ‘ -2.857
Impairment of current assets -200.000
OPERATING PROFIT OR LOSS ) -2.495.831
Other financlal income 1.798
Financlal expenses arising from Group enterprises -38.431
Qther financlal expenses ~ -114.082
PROFIT OR LOSS FROM ORDINARY ACTIVATES BEFORE TAX - -2.646.546
Tax on net profit for the year -68
PROFIT OR LOSS FOR THE YEAR -2.646.614
PROPOSED DISTRIBUTION OF NET PROFIT
Retained earnings -2,646.614
SETTLEMENT OF DISTRIBUTION TOTAL -2,646.614
12
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BALANCE SHEET AT 31, DECEMBER 2015

ASSETS
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Concessions, patents, etc.,

Intangible assets

Other plant, fixtures and operating equipment
Property, plant 2nd equipment

Deposits

investments

NON-CURRENT ASSETS

2 Finished goods and goods for resale
Inventories

3 Trade recelvables
Cther receivables
Accruals

Receivables
Cash

CURRENT ASSETS

ASSETS

2015
DKK

39.249
39.24%
14.166
14,166
88,125
88,125

141,540

1,804,016
1.804.016
151.360
79.935
53.522
284.817
§3.242

2.152,075

2.293.615

ot
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Kastel Denmark ApS
BALANCE SHEET AT 31. DECEMBER 2015
EQUITY AND LIABILITIES
2015
DKK
Contributed capital 50.000
Share premium 450.000
Retalned earnings -2,646.614
4 EQUITY +2,146.614
Proviston for deferred tax 68
PROVISIONS 68
Amounts owed to group enterprises 4.211.789
5 Long-term payables 4,211,789
Trade creditors 123,098
Other accounts payable 105.274
Short-term payables 228,372
PAYABLES 4,440.161
EQUITY AND LIABILITIES 2,293,615
6 Letter of subordination
7  Contingencles, ete.
14
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Kuastel Denmark ApS
NOTES
2014/15
DKK
1 Staffcosts
Wages and salaries 766.590
Other social security costs 10.538
Staff costs total 777,128
2015
DKK
2  Finlshed goods and goods for resale
Manufactured goods and goods for resale from group enterprises 2.004.016
Write-down on Inventory ~200.000
Finished goods and goods for resale total 1.804.01¢6
3 Traderecelvables
Trade recelvables 211.360
Provisions for expected losses -50.000
Trade recelvables total 151,360
Proposed
Opening distrlbution of
balance net profit  Closing balance
4 Equity
Contributed capital 50.000 0 50.000
Share premium 450.000 0 450.000
Retained earnings 0 -2.646.614 -2,646.614
500.000 -2,646.614 2,146,614
15
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Kastel Denmark ApS
NOTES

Qutstanding
Totalliabllities  balance after s
at end of perlod years

5 Long-term payables
Amounts owed to group enterprises 4,211,789 0
4.211.789 1}

6 Letter of subordination
The company have recelved written confirmation from Kastel Denmark (US} that they will continue to fund
operations in Kastel Denmark ApS untll the annual report for 2016 Is made public.

7 Contingencles, etc,
The Company has a tax deductable carried forward loss of TDKK 2,560 not recognized in the Company balance,

The Company has a lease on a car. The leaseagreament runs until December 2017 and holds a commitment of
TOKK 56,

The Company has a rent commitment untll the 31st of May 2016 which will not be renewed.
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