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Financial Statements 2004 of the Charles Végele Group

N

Consolidated
Income Statement

from January 1* to December 31

CHF 1000 Note 2003 2004
Gross sales 3 1615983 1523975
Reductions in sales 4 (201 411) (191 328)
Net sales 3 1414572 1332647
Cost of sales (588 863) (536 235)
Gross profit 825 709 796 412
In % of net sales 58.4% 59.8%
Personnel expenses 5 (304 933) (294 969)
Rental expenses 6 (193 472) (198 911)
Advertising and promotion expenses (92 534) (95 829)
Operating and administration expenses 7 (92 815) (88 385)
Operating real estate income, net 8 1764 1 805
Operating financial income 27 029 28 323
Other operating income 9 1158 2 220
Total operating expenses (653 803) (645 746)
EBITDA" 171 906 150 666
In % of net sales 12.2% 11.3%
Depreciation 10 (57 043) (55 058)
Amortization of goodwill 20 (15 168) (15317)
EBIT? 99 695 80 291
In % of net sales 7.0% 6.0%
Financial income 11 1054 904
Financial expenses 12 (24 974) (17 496)
Exchange gains/(losses), net 4751 (1097)
Non-operating real estate income, net (78) (157)
Earnings before taxes 80 448 62 445
In % of net sales 5.7% 4.7%
Taxes 13 (42979] (24797
Net income 37 469 37 648
In % of net sales 2.6% 2.8%
Earnings per share in CHF (basic) 14 4.28 4.34

(diluted) 14 4.16 4.21

') Earnings before depreciation and amortization, interest and taxes
2 Earnings before interest and taxes

The notes on pages 6 to 32 are an integral part of these consolidated financial statements.



Consolidated

Income Statement
and Balance

Sheet
Balance Sheet
as of December 31*

CHF 1000 Note 31.12.2003 31.12.2004
Assets
Current assets
Cash and cash equivalents 15 123 452 46 642
Receivables and advance payments 16 31957 23 307
Inventories 17 305 613 274 075
Assets available-for-sale 18 0 4028
Total current assets 461 022 348 052
Long-term assets
Tangible assets: Land and buildings 18 201 280 190 994

Equipment 220 383 214 931
Total tangible assets 421 663 405 925
Financial assets: Investments 19 170 170

Other financial assets 1461 0
Total financial assets 1631 170
Intangible assets 20 167 650 151 490
Deferred tax assets 13 23 476 18 270
Total long-term assets 614 420 575 855
Total assets 1075 442 923 907
Liabilities and shareholders' equity
Current liabilities
Shortterm financial liabilities 21 8 383 5 040
Trade payables 62 203 63 042
Other liabilities and accruals 22 78 962 61 909 3
Current tax liabilities 28 547 13758
Total current liabilities 178 095 143 749
Long-term liabilities
Lease liabilities 23 59 036 55 554
Provisions 24 9 822 9 346
Deferred tax liabilites 13 47 524 41 435
Mortgages 25 67 300 75 560
Loans 26 270736 132 335
Total long-term liabilities 454 418 314 230
Shareholders' equity
Share capital 88 000 88 000
Treasury shares (5 487) (13 756)
Share premium reserve 173 789 173 789
Fair value reserve for financial instruments (8512) (3 647)
Retained earnings 195139 221 542
Total shareholders' equity 442 929 465 928
Total liabilities and shareholders' equity 1075 442 923 907

The notes on pages 6 to 32 are an integral part of these consolidated financial statements.



Consolidated

Cash Flow Statement

from January 1* to December 31

CHF 1000 Note 2003 2004
Earnings before interest and taxes (EBIT) 99 695 80 291
Adjustments: Depreciation and amortization 72 211 70 375
Profit on disposal of assets (1158) (1193)
Change in long-term provisions (6 707) 435
Operating profit before changes in working capital 164 041 149 908

Change in shortterm receivables, advance payments and
prepaid expenses (1735) 6221
Change in inventories 59 574 29 456
Change in current liabilities 23787 (11 643)
Operating profit after changes in working capital 245 667 173 942
g Financial income received 1 062 904
('2 Financial expenses paid (21 636) (14 984)
3 Taxes paid (34715) (39 576)
E Non-operating income received/ (paid) 84 5
E Cash flow from operating activities 190 462 120 291
9 Investments in intangible assets (1 476) (2 629)
f; Investments in tangible assets (20 344) (40 944)
3 Disposals of tangible assets 3311 1863
Sm Disposals of financial assets 0 1448
E Net cash provided/(used) by investing activities (18 509) (40 262)
:g Change in bank loans: Additions 30 000 275 000
z Repayments (207 500) _ (415 000)
g Change in finance lease liabilities (5 026) (9 477)
i Purchase of treasury shares (4 922) (8 269)
4 Change in mortgages (300) 8 260
Dividends paid 0 (8 682)
Net cash provided/(used) by financing activities (187 748) (158 168)
Net increase/(decrease) in cash and cash equivalents (15 795) (78 139)
Net cash and cash equivalents at the beginning of the period 147 909 123 452
Effect of exchange rate changes (8 662) 1329
Net increase/(decrease) in cash and cash equivalents (15 795) (78 139)
Net cash and cash equivalents at the end of the period 123 452 46 642

The notes on pages 6 to 32 are an integral part of these consolidated financial statements.



Consolidated Statement
of Changes in Group Equity

Share Valuation
Treasury premi Retained i i
CHF 1000 Share capital shares reserve earnings instruments Total
Balance 1.1.2003 88 000 (565) 173789 137 313 (18 315) 380 222
Net income 2003 37 469 37 469
Effect of exchange rates 20 357 20 357
Dividends paid 0
Recognized through income statement 943 943
Recognized through purchase of goods 17 372 17 372
Fair value reserve for financial instruments (8512) (8512)
Acquisition of treasury shares (4 922) (4 922)
Balance 31.12.2003 88 000 (5 487) 173789 195 139 (8512) 442 929
Net income 2004 37 648 37 648
Effect of exchange rates (2 563) (2 563)
Dividends paid (8 682) (8 682)
Recognized through purchase of goods 8512 8512
Fair value reserve for financial instruments (3 647) (3 647)
Acquisition of treasury shares (8 269) (8 269)
Balance 31.12.2004 88 000 (13 756) 173789 221 542 (3 647) 465 928

The notes on pages 6 to 32 are an integral part of these consolidated financial statements.

Share capital

The share capital of Charles Végele Holding AG consists of 8 800 000 fully paid-

in bearer shares with a par value of CHF 10 each.

The articles of Charles Végele Holding AG include a provision authorizing the
Board of Directors to make a conditional increase in the share capital of up

Cash Flow
and Changes
in Equity

fo CHF 2.64 million, divided into 264 000 fully paid-in bearer shares with a par
value of CHF 10 each, without giving rise to any pre-emptive rights for existing
shareholders. The shares relating to this increase in conditional capital may only
be used for existing or future share option plans for the Management (see page 27,
Note 27 concerning incentive and share ownership plans).

Treasury shares
As of December 31, 2004, treasury shares comprise 279 092 shares (Decem-
ber 317, 2003: 117 285) held by the Charles Végele Group and expected fo be

used for management participation in the Charles Vogele Group.

Dividend
For the financial year 2003 a dividend of CHF 1.00 per bearer share of Charles
Vogele Holding AG was paid out on April 16", 2004.

For the financial year 2002 it was decided not to disfribute a dividend.

Valuation of financial instruments
Valuation of financial instruments as of December 31%, 2004, comprises the
change in fair value of the open cash flow hedges amounting to CHF 4.2 million
[December 31¢, 2003: CHF 10.0 million) less deferred taxes of CHF 0.6 million
[December 31¢, 2003: CHF 1.5 million).
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Notes to the Consolidated
Financial Statements

1 Basis of consolidation
1.1 General

The consolidated financial statements are based on the individual financial state-
ments of the Group companies, prepared in accordance with Group guidelines,

as of December 31¢, 2004.

The consolidated financial statements have been prepared in accordance with
the International Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board (IASB).

1.2 Basis of consolidation
The consolidated financial statements comprise the financial statements of Charles
Vogele Holding AG and its Swiss and international subsidiaries.

Consolidation is performed using the purchase method.

Assets and liabilities as well as income and expenses of the companies in which
Charles Végele Holding AG has a direct or indirect inferest exceeding 50% of the
voting rights of a company's share capital or another form of controlling inferest
are fully included in the consolidated financial statements. The interest of minority
shareholders in the net assets and the net income is disclosed separately in the
consolidated balance sheet and income statement. The Charles Végele Group
does not have any minority shareholders.

The Charles Vogele Group does not own investments in associated companies
(voting rights of 20-50% in affiliated companies).

Equity interests of less than 20% are exluded from the consolidated financial
statements. They are recorded under “Investments” and are valued at fair value.
Any impairment in value is recorded as a financial expense.

Infercompany receivables and payables, income and expenses between affiliated
companies included in the consolidation, and infercompany profits are eliminated.

The companies included in the consolidation are disclosed in the Group structure
on page 32.

1.3 Scope of consolidation
Changes in 2004: The Group's subsidiaries Charles Végele Fashion (Netherlands)
B.V. and Charles Vogele (Netherlands) B.V. were merged with refrospective
effect from January 19, 2004. As a result all assets and liabilities of Charles Végele
(Netherlands) B.V. were transferred to Charles Végele Fashion (Netherlands) B.V.,
which was subsequently renamed Charles Vogele (Netherlands) B.V.

Changes in 2003: In June 2003, Charles Végele Holding AG was merged with
Charles Vagele Beteiligungen AG with refrospective effect from January 1¢, 2003.
As a result all assets and liabilities of Charles Végele Beteiligungen AG were
transferred to Charles Végele Holding AG. In May 2003, a new Group company,
Charles Vogele Import GmbH, was founded in Lehrte, Germany. The company is
fully included in the consolidated financial statements, since Charles Végele Holding
AG holds 100% of its partnership capital. This company renders purchasing
logistics services in connection with the centralized warehousing facility in Lehrte.
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1.4 Segment reporting

The Group operates through the following segments: “sales organizations”, “central
services” and "holding company.” The “sales organizations” segment includes the
branches and related sales logistics. The centralized services of the Group relating
fo the fashion frade are summarized in the “central services” segment. The major
centralized Group services include purchasing and purchasing logistics, information
technology, finance, accounting, controlling, treasury, internal and external com-
munications, advertising and brand management.

The Charles Vagele Group is a centrally managed group with a flat organizational
structure operating solely in the fashion trade. The centralization and replication

of the concept are fundamental cornerstones of the Group's strategy. For the correct
presentation of the added value resulting from the central services, the sales
organizations are charged with an imputed service mark-up corresponding fo

a fair market price of 15% on the purchase price of products sold.

1.5 Foreign currency conversion

All assets and liabilities in balance sheets prepared in foreign currencies are con-
verfed using yearend exchange rates. Income and expenses in income sfatements
prepared in foreign currencies are converted at average rates of exchange for
the year. Exchange differences arising from conversion are allocated directly to
refained earnings in the balance sheet. Exchange gains and losses resulting from
foreign currency transactions are included in the income statement.

The following CHF exchange rates are used for the Group's major currencies:

Income 7
2004 1SO-Code Unit Balance sheet statement
Euro EUR 1 1.54 1.54
Hong Kong HKD 1 0.15 0.16
USA usb 1 1.13 1.24
Income
2003 1SO-Code Unit Balance sheet statement
Euro EUR 1 1.56 1.52
Hong Kong HKD 1 0.16 0.17
USA usD 1 1.24 1.35

Foreign currency fransactions during the year are converted at the exchange rate
prevailing at the dafe of the fransaction.

1.6 Intangible assets

Intangible assets include goodwill, information technology software (acquired from
or developed by third parties; IT software developed in-house is not included)

and added value resulting from the acquisition of store locations. The depreciation
period is as follows:

Information technology (IT) software 5 years
Goodwill LBO 1997 and goodwill

in new markets 20 years
Goodwill in existing markets 5 years

If indications of an impairment in goodwill arise, an impairment test will be per-
formed. In the case of a negative assessment (impairment), the goodwill will be
impaired.
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1.7 Tangible assets

Other tangible assets are valued at historical cost less depreciation. Depreciation
is computed generally using the straightline method based on the estimated useful
lives of the assefs. The depreciation periods are as follows:

Operating equipment: Fixtures and fittings 10 years
IT hardware 5 years
Cars 4 years

Low-value items

5 years

Properties: Properties were adjusted to current market values as part of the first full
consolidation as of December 31%, 1997 Buildings are depreciated on a straight-
line basis over a period of 40 years. Buildings in leasehold are depreciated over
the leasehold period up to a maximum of 40 years.

1.8 Financial instruments

1.8.

-

Financial instruments comprise all financial assets (cash and cash equivalents,
receivables and advance payments and long-term financial assets] and financial
liabilities (shortterm and long-ferm bank debt, trade payables, other liabilities

and accruals, financial leasing and mortgages). Where the fair values of the indi-
vidual financial assets and financial liabilities are not disclosed separately, these

fair values approximate to the book values shown in the consolidated balance sheet.
Generally, fransactions are recognised on the setilement date.

Transactions with financial instruments may lead to certain financial risks being
taken over by the Group or transferred to a third party. The risks for the Charles
Végele Group are limited essentially to risks relating to foreign exchange risk, inte-
rest rate risk, liquidity risk, and credit risk. As part of the risk management policies,
financial risks = which include both opportunities and risks of loss — are monitored
continuously.

Financial risk management
Foreign exchange risk

This risk is based on fluctuations in foreign exchange rates. In order to manage
its foreign exchange risk resulting from the purchase of goods in USD, the Group
enters into forward foreign exchange contracts. The forward exchange contracts
comprise nearly 100% of the foreign currency requirements at the date of the
block order based on the forecast purchases. Foreign exchange rate risks arising
from foreign currency cash positions are monitored confinuously and hedged if
required. Other foreign exchange risks are hedged if required.

Interest rate risk
The interest ratfe risk arising from fluctuations in market inferest rates is compensated
fo a cerfain extent by the staggered maturities of bank loans. Current interest
rates and the rate adjustment deadlines are listed separately in the notes to indivi-
dual balance sheet positions.
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Liquidity risk
The Group's refinancing risk is managed by binding long-term partners into its
financing activities and considerations. Short- and long-term financing is secured
by confinuously reviewing funding requirements in the light of current and future
developments. Liquidity risk is reduced through the cash flow generated from
frading activities.

Credit risk
The Group carries a low risk of credit default as the transactions resulting from
current business activities are paid mainly in cash or by third-party debit or credit
cards. The risks connected with cash payments (money transportation) are low
and minimized by the selected partners. Risks resulting from prepayments to sup-
pliers or from claims resulting from faulty delivery of merchandise are token into
account by means of periodic monitoring of the corresponding value adjustments.

Hedging instruments
The Charles Végele Group defermines the required coverage for hedging future
cash flow on the basis of the planned transaction volume. Derivative financial
instruments are classified as a cash flow hedge instrument only if the hedging frans-
action covering the related future cash flow is considered highly effective, the
effectiveness of the hedge can be reliably measured, the expected future cash flow
is highly probable and there is formal documentation of hedging relationships
at the inception of the hedge.

A change in the fair value of a hedging instrument that qualifies as a highly

effective hedge is included proportionately in “Fair value reserve for financial 9
instruments” in shareholders’ equity and in “Trade payables” and therefore

will not be accounted for through the income statement until the hedged trans-

action has taken place. The change in the fair value of hedging instruments that

are no longer effective is recognized in "Exchange gains or losses” in the income

stafement.

If o hedged fransaction classified as effective has an inefficient portion or if an
expected future cash flow fails to materialize, the accrued profits or losses relating
fo these hedged transactions recorded directly in “Fair value reserve for finan-
cial instruments” in the shareholders’ equity are immediately reversed and booked
through the income statement.

Financial instruments not classified as hedge instruments are valued at fair value and
the changes in fair value are recorded directly through the income statement.

1.8.2 Financial assets
Cash and cash equivalents

Cash and cash equivalents include cash at stores and cash balances from cur-
rent business activity. The lafter are managed through a Group-wide cash

pooling system. Foreign currency positions are valued at the year-end rate as of
December 31°.



Receivables and advance payments
Shortterm receivables comprise mainly tax credits, advance payments for advertising
campaigns and accruals. All items are shown in the balance sheet at the lower
of cost or market value.

Financial assets
Financial assets are shown in the balance sheet af fair value. Value adjustments
(impairments) are stated under “Financial income or expenses” in the income state-
ment.

1.8.3 Financial liabilities
Bank debt
Shortterm bank loans: Bank overdrafts are shown as such in the balance sheet.
Bank advances and shortterm bank loans are shown as “Shortterm financial
liabilities”, if the maturity is less than twelve months. Shortterm bank debt in

1

foreign currencies is converted using the year-end rate as of December 317,

longterm bank loans: The position “loans” comprises the long-term Group financing
agreement.

Trade payables
Liabilities resulting from the delivery of goods and services relating to trading acti-
vities are valued at the hedged foreign exchange rate (USD) or at the year-end
rate as of December 31* [other currencies). At the time of payment, cash discounts
earned are recognized as "Operating financial income” in the income sfatement.

Financial Statements 2004 of the Charles Végele Group

Other liabilities and accruals
Financial liabilities include other liabilities only. This position includes credit notes
and unpaid value added tax.

o

Leasing
Financial leasing: leasing objects that are financed over the useful life of the asset
and where ownership is transferred to the Group after expiry of the lease term
based on non-cancelable contracts are classified as finance leases under tangib-
le assefs. The acquisition costs are depreciated using the straightline method over
the useful life of the asset. The liabilities are stated at the present value of the mini-
mum lease payments. All leasing commitments not included under financial leasing
are classified as operating leasing.

Operating leasing: Operating leasing includes leases of assets in which substanti-
ally all risks and rewards are retained by the lessor. lease payments under operating
leasing are recognized as an expense in the income stafement.

1.9 Inventories
Inventories are valued using the average cost method based on the effective
purchase price plus imputed fransport costs, less discounts received. On Decem-
ber 31%, 2001, an inventory valuation system was infroduced (see also page 21,
Note 17) that takes into account the ageing structure of the inventory. Foreign
currency items are converted at the exchange rafe of the day or at the hedged
exchange rate of the purchased goods.
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1.10 Assets available-for-sale
Assets which are infended for the direct sale and likely to be sold within the next
twelve months are recorded as “Assets availablefor-sale” under current assets. The
valuation is based on the lower of cost or market value minus sales cost. Assets avai-
lable-for-sale are no longer depreciated.

1.11 Deferred taxes
The provision for deferred income taxes is calculated using the liability method.
The calculation is based on the differences arising between the income tax value
of assets and liabilities and their values in the consolidated financial statements.
The deferred tax liabilities arising from these differences are provided on the basis
of future local and individual tax rafes. Deferred taxes on future dividends from
refained earnings of subsidiaries are also provided.

Deferred tax assets from net operating loss carry-forwards considered realizable in
the near future are capitalized on the basis of future national tax rates.

1.12 Provisions
Provisions are recognized in the balance sheet when a current liability arises based
on an event which has occurred in the past, when it is likely that a drain of resour-
ces will occur if the liability is met, and when the amount of the liability can be
assessed reliably.

If inferest represents a significant part of the expected expenses, the provisions are
recognized on a discounted value basis.

1.13 Employee benefit plans 11
The Group operates different pension plans based on the regulations of the dif-
ferent countries. Pension plans classified as defined contribution plans are charged
fo income in the year contributions are made. The obligation and costs relating
fo pension plans classified as defined benefit plans are determined by actuarial
valuations using the projected unit credit method. Actuarial gains and losses
are amortized based on the average remaining service period of the employees.

1.14 Advertising
Advertising expenses are recorded in the income statement on the publication date
of the advertisment.

1.15 Operating financial income
Operating financial income comprises vendor discounts less costs resulting from
cash fransactions of the stores and bank charges.

1.16 Financial expenses
Interest costs are recognized directly in the income statement.



-
N

Financial Statements 2004 of the Charles Végele Group

2 Segment information
2.1 Financial segment information 2004

Sales Central Holding Consolidation
CHF 1000 organizations services company entries Group
Gross sales 1523971 686 014 0 (686 010) 1523 975
Net sales 1332 647 686 010 0 (686 010) 1332 647
EBITDA 82 091 68772 (2 407) 2210 150 666
EBITDA in % of net sales 6.2% 10.0% - - 11.3%
EBIT?) 24127 62 181 (2 407) (3610) 80 291
EBIT in % of net sales 1.8% 9.1% - - 6.0%
Depreciation 46 757 6 591 0 337 53 685
Amortization of goodwill 9 834 0 0 5483 15317
Impairment 1373 0 0 0 1373
Other non-cash expenses 32720 (7 813) 171 (1.802) 23276
Operating assets® 780 696 146 492 341 (71 209) 856 320
Operating liabilities 159 556 57 945 771 (83 973) 134 299
Tangible assets?) 394716 11209 0 0 405 925
Net investments 33721 9 160 0 0 42 881
Net sales per m? sales area, in CHF 2278 0 0 0 2278
Net sales per average number of
fulltime employees, in CHF¢ 282 221 0 0 0 270204
Total
Belgium/ sales
CHF 1000 Switzerland Germany Austria Netherlands organizations
Gross sales 523771 534 374 304 290 161 536 1523971
Net sales 485 278 459 529 252 606 135234 1332647
EBITDAY 75058 (3193) 23 659 (13 433) 82 091
EBITDA in % of net sales 15.5% -0.7% 9.4% -9.9% 6.2%
EBIT?) 57 596 (27 112) 18 109 (24 46¢6) 24127
EBIT in % of net sales 11.9% -5.9% 7.2% -18.1% 1.8%
Depreciation 17 346 18 053 5533 5825 46 757
Amortization of goodwill 0 5269 0 4565 9 834
Impairment 116 597 17 643 1373
Other non-cash expenses 13737 8 235 4756 5992 32720
Operating assets? 304 498 244171 88 286 143 741 780 696
Operating liabilities 45 345 51477 42 467 20 267 159 556
Tangible assets?) 201752 118 680 43 239 31045 394716
Net investments 14 308 9 208 6678 3527 33721
Net sales per m? sales area, in CHF 3794 1746 2 594 1402 2 278
Net sales per average number of
fulltime employees, in CHF¢) 365 145 258 598 283 509 186 530 282 221

! Earnings before depreciation and amortization, interest and taxes

2 Earnings before inferest and taxes

4Trade receivables, inventories, other receivables without financing characteristics,
tangible and intangible assets

“Trade payables, provisions and other payables without financing characteristics

“Mangible assets are included in the position “Operating assets”

¢ Excluding apprentices



Financial segment information 2003

Sales Central Holding Consolidation
CHF 1000 organization services company entries Group
Gross sales 1616034 685 668 0 (685719) 1615983
Net sales 1414 622 685 668 0 (685718) 1414572
EBITDA 93732 67 536 (3 460) 14 098 171 906
EBITDA in % of net sales 6.6% 9.8% - - 12.2%
EBIT?) 33 495 61238 (3 460) 8 422 99 695
EBIT in % of net sales 2.4% 8.9% - - 7.0%
Depreciation 49 068 6298 0 193 55559
Amortization of goodwill 9 685 0 0 5483 15168
Impairment 1484 0] 0 0 1484
Other non-cash expenses 68 008 22 049 (12 975) 2 299 79 381
Operating assets® 844 034 188 494 2 190 (109 900) 924 818
Operating liabilities 204 309 65177 2 104 (120 603) 150 987
Tangible assets?) 413 069 8 594 0 0 421 663
Net investments 14 251 3 938 0 0 18 189
Net sales per m? sales area, in CHF 2 437 0 0 0 2 437
Net sales per average number of
full-time employees, in CHF¢ 277 431 0 0 0 266 297
Total
Belgium/ sales
CHF 1000 Switzerland Germany Austria Netherlands organizations
Gross sales 563 891 577 622 297 885 176 636 1616034 13
Net sales 522 545 496 806 247 408 147 863 1414 622
EBITDAY 77 079 8170 26 976 (18 493) 93732
EBITDA in % of net sales 14.8% 1.6% 10.9% -12.5% 6.6%
EBIT?) 56 917 (14 792) 20 938 (29 568) 33 495
EBIT in % of net sales 10.9% -3.0% 8.5% -20.0% 2.4%
Depreciation 20 085 17 190 5498 6295 49 068
Amortization of goodwill 0 5189 0 4 496 9 685
Impairment 77 583 540 284 1484
Other non-cash expenses 14 741 29 706 11 492 12 069 68 008
Operating assets® 320128 270 362 88172 165 372 844 034
Operating liabilities 54 573 84 265 44 440 21 031 204 309
Tangible assets?) 208 764 129 049 40 988 34 268 413 069
Net investments 5324 7122 3 600 (1 795) 14 251
Net sales per m? sales area, in CHF 4178 1897 2 685 1457 2 437
Net sales per average number of
fulltime employees, in CHF® 371918 255954 276 125 172 536 277 431

"'Eamings before depreciation and amortization, interest and taxes

?IEarnings before inferest and taxes

Trade receivables, inventories, other receivables without financing characteristics,
tangible and intangible assets

“Trade payables, provisions and other payables without financing characteristics

9 Tangible assets are included in the position “Operating assets”

¢ Excluding apprentices
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2.2 Statistical segment information 2004

Sales Central
organizations services Group
Branches (number):
Balance 1.1.2004 779 0 779
New openings 26 0 26
Closures (17) 0 (17)
Balance 31.12.2004 788 0 788
Sales area in m2:
Balance 1.1.2004 583 340 0 583 340
New openings') 21925 0 21925
Closures (12 032) 0 (12 032)
Balance 31.12.2004 593 233 0 593 233
Average number of full-time employees on an annual basis?2:
Sales 3912 0 3912
Warehouse 569 0 569
Purchase/administration 241 210 451
Total 4722 210 4 932
Total employees? 7 037 246 7 283
Total
Belgium/ sales
Switzerland Germany Austria Netherlands organizations
Branches (number):
Balance 1.1.2004 156 353 132 138 779
New openings 4 5 11 ) 26
Closures 3) ) 3 ) (17)
Balance 31.12.2004 157 352 140 139 788
Sales area in m%
Balance 1.1.2004 126 467 264 850 95 563 96 460 583 340
New openings' 4794 4 399 8 871 3861 21 925
Closures (1 499) (4327) (1 368) (4840) (12 032)
Balances 31.12.2004 129 762 264 922 103 068 95 481 593 233
Average number of full-time employees on an annual basis?:
Sales 1026 1453 789 644 3912
Warehouse 237 250 51 31 569
Purchase/administration 66 74 51 50 241
Total 1329 1777 891 725 4722
Total employees? 2175 2 505 1268 1089 7 037

n |ﬂc\uding chonge in floor space, movements within
the same location [shopping centers) and size adjustments
? Excluding apprentices



Statistical segment information 2003

Sales Central
organizations services Group
Branches (number):
Balance 1.1.2003 775 0 775
New openings 24 0 24
Closures (20) 0 (20)
Balance 31.12.2003 779 0 779
Sales area in m2:
Balance 1.1.2003 581323 0 581 323
New openings') 17 045 0 17 045
Closures (15 028) 0 (15 028)
Balance 31.12.2003 583 340 0 583 340
Average number of full-time employees on an annual basis?2:
Sales 4220 0 4 220
Warehouse 628 0 628
Purchase/administration 251 213 464
Total 5099 213 5312
Total employees? 7 605 240 7 845
Total
Belgium/ sales
Switzerland Germany Austria Netherlands organizations
Branches (number):
Balance 1.1.2003 153 346 128 148 775 15
New openings 3 12 8 1 24
Closures 0 ) 4 1) 20)
Balance 31.12.2003 156 353 132 138 779
Sales area in m%
Balance 1.1.2003 123 848 259 896 91 600 105 979 581 323
New openings' 2619 8 648 5944 (166) 17 045
Closures 0 (3 694) (1981) (9353)  (15028)
Balances 31.12.2003 126 467 264 850 95 563 96 460 583 340
Average number of full-time employees on an annual basis?:
Sales 1077 1588 787 768 4 220
Warehouse 267 269 57 35 628
Purchase/administration 61 84 52 54 251
Total 1405 1941 896 857 5099
Total employees? 2 308 2717 1207 1373 7 605

n |ﬂc\uding chonge in floor space, movements within
the same location [shopping centers) and size adjustments
? Excluding apprentices
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3 Sales

3.1 Gross sales by country

CHF 1000 2003 2004
Switzerland 563 840 523775
Germany 577 622 534 374
Austria 297 885 304 290
Belgium/The Netherlands 176 636 161 536
Gross sales 1615983 1523975

3.2 Net sales by country

CHF 1000 2003 2004
Switzerland 522 495 485 278
Germany 496 806 459 529
Austria 247 408 252 606
Belgium/The Netherlands 147 863 135 234
Net sales 1414572 1332647

4 Reduction in sales

CHF 1000 2003 2004
Sales tax 197 185 187 114
Other reductions in sales 4226 4214
Total 201 411 191 328

5 Personnel expenses

CHF 1000 2003 2004
Wages and salaries 252 654 244 454
Social security costs 45 374 44 931
Sundries 6 905 5584
Total 304 933 294 969

5.1 Defined contribution retirement plans
All corporate retirement benefit plans in Switzerland are multi-employer plans
where fixed contributions are paid to a separate legal entity with full reinsurance
coverage. The employers” and employees’ contributions are directly charged to
the company's income statement.

As a consequence of the merger of the two Dutch subsidiaries [see page 6, Note
1.3 Scope of consolidation) the remaining merged company Charles Végele
(Netherlands) B.V. is party to two pension plans, an independent indusiry pension
plan freated as a defined contribution scheme and a second pension plan treated
as a defined benefit scheme. For the industry pension plan there is no reliable basis
for allocating the plan's assefs to the individual participating companies, therefore
this plan is treated in these financial statements as a defined contribution plan.

In 2004 personnel expenses included a contribution of CHF 3.9 million (2003:
CHF 4.1 million) to the defined contribution retirement plan.



5.2 Defined benefit retirement plans
The pension plans of Charles Vogele (Belgium) B.V.B.A. and Charles Végele
(Netherlands) B.V. have operated as defined benefit plans from December 317,
1999, onwards. The future liabilities were determined by using the projected
unit credit method. Provisions for the resulting deficit were made for the first time in
December 1999. In accordance with IAS 19 the corresponding costs were alloca-
ted over a period of five years. In the year 2003, CHF 0.2 million was charged to
personnel expenses for the last time. The pension plan of Charles Voégele (Belgium)
B.V.B.A. was changed from a defined benefit plan to a defined contribution plan

as of January 19, 2003.

The following average assumptions underlie the actuarial valuations:

Netherlands Netherlands

2003 2004

Future salary increases 0.5% 0.5%
Inflation rate 2.5% 1.3%
Discount rate 5.5% 4.8%
Indexation 2.5% 1.3%
Return on plan assets 5.5% 4.5%

Provisions made in the balance sheet for defined benefit retirement plans consist
of the following:

CHF 1000 2003 2004
Present value of claims of former and present employees 4 894 6 090
Fair value of plan assets (2 648) (4 059)
Provision for defined benefit retirement obligations 2 246 2 031

Based on an actuarial calculation, expenses for defined retirement benefit plans
recognized in the income statement consist of the following:

CHF 1000 2003 2004
Current service cost 951 1232
Interest cost 225 343
Expected return on plan assets (119) (188)
Actuarial gain (1139) (933)
Other expenses 94 85
Expenses recognized in the income statement 12 539

Based on the current parameters, the premiums owed were calculated actuarially
and corresponding provisions made.
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Movements in the net liabilities for the defined benefit retirement plan shown in the
balance sheet as of December 31¢, 2004, were as follows:

CHF 1000 2003 2004
Liabiliy, net, opening balance 2 982 2 246
Expenses (as above) 12 539
Benefits paid (376) (733)
Effect of change of plan (541) 0
Effect of exchange rates 169 (21)
Liability, net, closing balance 2 246 2 031

The pension liabilities of the German and Austrian Group companies are governed
by the various national regulations and are based on the defined benefit schemes.
No calculation based on IFRS or adjustment of provisions for future liabilities are
made because in the context of the consolidated financial statements the liabilities
relate to an insignificantly small group of 18 employees only (2003: 19 em-
ployees). The 2004 income statements of Group companies were charged with

CHF 0.2 million (2003: CHF 0.2 million).

6 Rental expenses

CHF 1000 2003 2004
Rent 147 845 151 598
Incidental expenses, cleaning, maintenance 45 627 47 313
Total 193 472 198 911
7 Operating and administration expenses

Operating and administration expenses include operating lease expenses amounting

fo CHF 4.2 million (2003: CHF 5.1 million). Vehicles and cash register systems are

leased under operating leases.

8 Operating real estate income, net
CHF 1000 2003 2004
Real estate income 1975 1935
Real estate expenses (2171) (130)
Total 1764 1805
9 Other operating income
This position of CHF 2.2 million (2003: CHF 1.2 million) results mainly from
redemption fees generated by branch closures.
10 Depreciation

CHF 1000 2003 2004
Depreciation 55 559 53 685
Impairment losses 1484 1373
Total 57 043 55 058

For future branch closures planned for the following years, impairment losses of
CHF 1.4 million (2003: CHF 1.5 million) were booked for store equipment.



11 Financial income

CHF 1000 2003 2004
Interest income 967 816
Interest income from securities 87 88
Total 1054 904

12 Financial expenses
CHF 1000 2003 2004
Interest expenses on current accounts and loans 19 481 11 607
Interest charges on mortgages 1768 2 463
Interest on leases 3725 3426
Total 24 974 17 496

13 Taxes

13.1 Composition of tax expense
CHF 1000 2003 2004
Current income taxes 36 549 27 489
Change in deferred taxes 4 443 (1789)
Tax from previous years 1987 (975)
Other taxes 0 72
Total tax expense 42 979 24797

13.2 Analysis of tax expense
CHF 1000 2003 2004
Earnings before taxes 80 448 62 445
Taxes on current operating results calculated on the theoretical average
Group tax rate of 25% 20 112 15611
Effect of amortization of goodwill not deductible for tax purposes 1371 1371
Effect of change in tax rates on deferred taxes in the balance sheet 576 (2 099)
Effect of deferred tax assets not capitalized 18 346 16 421
Impairment of capitalized tax loss carry-forwards 18 593 4787
Effect of different tax rates (14 114) (10 393)
Effect of other non-taxable transactions (101) 2
Taxes from previous years 1987 (975)
Adjustment of deferred taxes from previous years (3791) 0
Other taxes 0 72
Total tax expense 42 979 24 797
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13.3 Deferred taxes in the balance sheet

31.12.2003 31.12.2003 31.12.2004 31.12.2004

CHF 1000 Assets Liabilities Assets Liabilities

Deferred taxes from: — Various receivables 8 0 8 0

— Inventories 8 653 (27 437) 8 368 (24 984)

~ Goodwill 16607  (14299) ~ 16390 (16 429)

- Other long-term assets 0 (15 639) 0 (14 900)

- Real estate 0 (11 369) 0 (11 213)

- Trade payables 280 0 226 0

- Intercompany loans 3344 0 SESIIS 0

- Accruals 257 (332) 232 (492)

- Provisions 1217 (3 000) 1 007 0

a - Loss carry-forwards 118 059 0 129 024 0

é—’ Total deferred taxes, gross 148 425 (72 076) 158 568 (68 015)

2 Adjustment of deferred tax assets (100 397) 0 (113 718) 0

5 Total deferred taxes 48 028 (72 076) 44 850 (68 015)

8 Offset of assets and liabilities (24 552) 24 552 (26 580) 26 580

50 Total deferred taxes, net 23 476 (47 524) 18 270 (41 435)
E 13.4 Change in deferred taxes, net

§ CHF 1000

‘é Total deferred tax assets/(liabilities), net, as of 31.12.2003 (24 048)

2 Effect of exchange rates (124)

g Change in tax rates from previous years 2 099

§ Impairment of deferred taxes from previous years (4787)

,«E Changes in valuation differences during the year under review 3695

20 Total deferred tax assets/(liabilities), net, as of 31.12.2004 (23 165)

The calculation of deferred taxes is based on future (if known) national tax rates.
The effectively owed deferred tax is calculated on the main valuation
differences. As of December 31%, 2004, the Group companies show tax loss
carry-forwards of approximately CHF 388 million (December 31, 2003:
approximately CHF 332 million] with no expiration date, and with a tax impact
of approximately CHF 129.0 million (December 31*", 2003: approximately
CHF 118 million). These tax loss carry-forwards represent market entry costs and
are capitalized if sufficient taxable profit is likely to be generated in the
foreseeable future.

During the financial year 2004, deferred tax assets from tax loss carry-forwards
capitalized in previous years were written down by CHF 4.8 million (2003:

CHF 18.6 million). The new tax loss carry-forwards arising in the 2004 and 2003
financial years were not capitalized as it is not certain that they can be used

in the forseeable future. The remaining capitalized deferred taxes on loss carry-
forwards amounted to CHF 9.9 million as of December 31, 2004 (December 31¢,
2003: CHF 14.8 million).

14Earnings per share

2003 2004

Net income

CHF 1000 37 469 37 648

Weighted average number of shares basic

number 8744 824 8 669 311

Weighted average number of shares conditional capital

number 264 000 264 000

Weighted average number of shares diluted

number 9 008 824 8 933 311

Earnings per share (basic)

CHF 4.28 4.34

Earnings per share (diluted)

CHF 4.16 4.21




15 Cash and cash equivalents

CHF 1000 31.12.2003 31.12.2004
Petty cash, postal account balances and cash at banks 121 985 46 491
Clearing accounts of points of sale 1467 151
Total 123 452 46 642

The average interest rate on postal account balances and cash at banks was
0.3% (2003: 0.3%).

16 Receivables and advance payments

CHF 1000 31.12.2003 31.12.2004
Tax credits: — Sales taxes 9677 2 479

— Income taxes from previous years 2 066 26

- Reclaimable withholding taxes 50 312
Advance payments for advertising campaigns 2234 2768
Various receivables and accruals 17 930 17 722
Total 31957 23 307

17 Inventories

CHF 1000 31.12.2003 31.12.2004
Current inventory, gross 347 250 300 828
Inventory valuation allowance (98 914) (75 524)
Current inventory (current and previous seasons), net 248 336 225 304
Upcoming season 57 073 48 578
Heating oil 204 193
Total 305613 274 075

The inventory valuation allowance shown as of December 31, 2004, includes
additional, nonsystematic value adjustments amounting to CHF 3.0 million (Decem-
ber 31%, 2003: CHF 8.1million) for infended special discounts and other measures
during the following year.

18 Tangible assets
18.1 Change in book values

Land and
CHF 1000 building Equil Total
Balance 1.1.2003 203 309 239 893 443 202
Effect of exchange rates 3 497 11 202 14 699
Additions 274 20 070 20 344
Disposals 0 (3615) (3 615)
Depreciation (5 800) (45 683) (51 483)
Impairment losses 0 (1 484) (1 484)
Balance 31.12.2003 201 280 220 383 421 663
Effect of exchange rates (467) (1 418) (1 .885)
Additions 39 43 322 43 361
Disposals 0 (1 661) (1 661)
Depreciation (5 830) (44 322) (50 152)
Impairment losses 0 (1373) (1373)
Reclassification (4 028) 0 (4 028)
Balance 31.12.2004 190 994 214 931 405 925

Impairment losses are recorded under “Depreciation” in the income statement.

The reclassification in the financial year 2004 represents the transfer of real estate
for sale to current assets (see the position “Assets available-for-sale”).
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18.2 Composition of book values

Land and
CHF 1000 building Equif Total
Acquisition cost 281 546 490 061 771 607

Accumulated depreciation

(80 266) (269 678) (349 944)

Balance 31.12.2003

201 280 220 383 421 663

Acquisition cost

273 091 515 896 788 987

Accumulated depreciation

(82 097) (300 965) (383 062)

Balance 31.12.2004

190 994 214 931 405 925

As of December 31*, 2004, CHF 85.0 million of the land and buildings are
pledged as security for mortgages and for the Group's syndicated credit facility
[December 31%, 2003: CHF 108.1 million).

The position “Equipment” includes store and warehouse fittings, office fixtures and
IT equipment.

18.3 Finance leases

The book values of tangible assets include the following leased assets:

Land and
CHF 1000 building Equil Total
Acquisition cost 61729 25 349 87 078
Accumulated depreciation (11 413) (8217) (19 630)
Balance 31.12.2003 50 316 17 132 67 448
Acquisition cost 61158 18 195 79 353
Accumulated depreciation (13 081) (5 525) (18 6006)
Balance 31.12.2004 48 077 12 670 60 747
Additions 2004 0 2417 2417
Reclassification 0 (4 139) (4139)

Finance leasing for land and buildings includes the distribution centers of the
Charles Vogele Group in Lehrte and Sigmaringen in Germany, as well as Kalsdorf
in Austria. Furnishings and fittings relafing to the warehouses and offices of these
locations are included in leased assefs and classified as “Equipment”. The additi-
ons for 2004 relate mainly fo IT equipment. The reclassification in 2004 represents
the assignment of warehouse equipment to fixed assefs due to expired lease con-
fracts. In the financial year 2004 no disposals and in 2003 neither additions nor
disposals were recorded.



CHF 1000

19 Financial assets

19.1 Change in book values

Securities Investments Total
Balance 1.1.2003 1403 170 1573
Effect of exchange rates 101 0 101
Additions 0 0 0
Disposals (16) 0 (16)
Valuation adjustments (27) 0 (27)
Balance 31.12.2003 1461 170 1631
Effect of exchange rates (13) 0 (13)
Additions 0 0 0
Disposals (1 448) 0 (1 448)
Balance 31.12.2004 0 170 170

The securities are valued and recorded at fair value. The position essentially
comprises longferm securities which had to be purchased due to Austrian social
security legislation. Due to new regulations, this type of investment is no longer
required and was therefore sold during the year 2004,

The position “Investments” comprises interests in non-consolidated companies
(mainly parking garages) with shareholdings below 20%.

19.2 Composition of book values

CHF 1000 Securities Investments Total
Acquisition cost 1537 170 1707
Accumulated depreciation (76) 0 (76)
Balance 31.12.2003 1461 170 1631
Acquisition cost 49 170 219
Accumulated depreciation (49) 0 (49)
Balance 31.12.2004 0 170 170
20Intangible assets
20.1 Change in book values
Other
intangible
CHF 1000 Goodwill assets Total
Balance 1.1.2003 171 100 6919 178 019
Effect of exchange rates 6076 7 6083
Additions 0 1476 1476
Disposals 0 0 0
Amortization (15 168) (2 760) (17 928)
Balance 31.12.2003 162 008 5642 167 650
Effect of exchange rates (767) (M (768)
Additions 0 2 629 2 629
Disposals 0 0 0
Amortization (15317) (2 704) (18 021)
Balance 31.12.2004 145 924 5566 151 490
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20.2 Composition of book values

Other
intangible
CHF 1000 Goodwill assets Total
Acquisition cost 242 598 23 488 266 086
Accumulated amortization (80 590) (17 846) (98 436)
Balance 31.12.2003 162 008 5642 167 650
Acquisition cost 241 457 26 101 267 558
Accumulated amortization (95 533) (20 535) (116 068)
Balance 31.12.2004 145 924 5 566 151 490
20.3 Composition of goodwill
Amortizati Acquisition  Amortizati A lated Book
CHF 1000 period cost 2004  amortization value
Acquisition of store locations in Switzerland 1995 5 years 9 500 0 (9 500) 0
Initial consolidation in connection with LBO 1997 20 years 76 632 (3 832) (26 821) 49 811
Purchase of minority interest in
Charles Végele (Austria) AG 1998 20 years 33012 (1 651) (9 904) 23108
Acquisition of store locations in The Netherlands 1999 20 years 4727 0 (4727) 0
Acquisition Mac Fash Group 2000 5 years 26 330 (5 269) (26 330) 0
Acquisition Kien Group 2001 20 years 91 256 (4 565) (18 251) 73 005
Balance 31.12.2004 241 457 (15 317) (95 533) 145 924
21 Short-term financial liabilities
The shortterm financial liabilities consist of shortterm lease commitments (due
<1 year) amounting to CHF 5.0 million (December 317, 2003: CHF 8.4 million)
(see below, Note 23).
22 Other liabilities and accruals
CHF 1000 31.12.2003 31.12.2004
Sales tax 20 052 13514
Credit notes 7 569 8 166
Accruals: - Personnel expenses 24 191 19 270
- Rental expenses 3937 3979
- Foreign exchange hedges 11 047 5416
— Other accruals 12 166 11 564
Total 78 962 61 909
23Finance lease liabilities
Residual Residual Residual
CHF 1000 term < 1 years term 1-5 years term > 5 years Total
Lease commitments, gross 11 861 27 407 52 363 91 631
Discounted (3478)  (10714)  (10020) (24 212)
Balance 31.12.2003 8 383 16 693 42 343 67 419
Lease commitments, gross 8 043 27 642 45 008 80 693
Discounted (3 003) (9 422) (7 674) (20 099)
Balance 31.12.2004 5040 18 220 37 334 60 594
CHF 1000 31.12.2003 31.12.2004
Disclosure: — Shortterm financial liabilities (due < 1 year), Note 21 8 383 5 040
- Lease liabilities 59 036 55 554
Total 67 419 60 594

The average discount rate of finance lease commitments amounted to 5.2%

(2003 5.3%).



24 Provisions

Personnel Other

CHF 1000 provisions provisions Total
Balance 1.1.2003 9415 6 462 15 877
Increase 1288 415 1703
Usage (165) (5 455) (5 620)
Decrease (2 548) (242) (2 790)
Effect of exchange rates 645 7 652
Balance 31.12.2003 8 635 1187 9 822
Increase 1075 1026 2 101

Usage (572) (13) (585)
Decrease (757) (252) (1 009)
Reclassification 0 (902) (902)
Effect of exchange rates (80) (M (81)
Balances 31.12.2004 8 301 1045 9 346

"Personnel provisions” are mainly associated with pension liabilities and seffle-
ments paid to employees in various Group companies. The increases and decrea-
ses are atiributable to alterations to pension and settlement liabilities recognized
in the income statement. Usage reflects the annual pension payments that are offset
by the provisions. The decreases in the current and the previous year were mainly
aftributable to provisions for seftlements and provisions associated with pension

plans that are no longer required (see page 16, Note 5).

"Other provisions” includes mainly estimated outflows of funds connected with
legal matters. The usage of CHF 5.5 million in the previous year is due to legal

expenses that were set off against provisions.

The precise timing of the estimated outflows of funds from “Other provisions” is
difficult to ascertain and largely out of the company’s control. Management assumes

that the outflow will occur within the next one to three years.

25 Mortgages
25.1 Duration and development

CHF 1000 31.12.2003 31.12.2004
Due within 1 year 17 800 0
Due between 1 and 5 years 49 500 75 560
Total 67 300 75 560
CHF 1000

Balance 1.1.2003 67 600
Repayment of mortgages (300)
Balance 31.12.2003 67 300
Increase in mortgages 8 260
Balances 31.12.2004 75 560

The shortterm mortgages outstanding as of December 317, 2003, were replaced
by longterm financing, therefore a reclassification to current liabilities was not
made. The mortgages as of December 31, 2004, reflect long-term fixed-interest
bank loans. The average inferest rate on mortgages amounted to 3.5% in 2004

(2003 2.6%).
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25.2 Future interest rate adjustments

CHF 1000 2005 2006 >2006
1+ half-year 0 0 0
2" half-year 0 0 75560
Total 0 0 75 560
26Loans
26.1 Composition
CHF 1000 31.12.2003 31.12.2004
Long-term loans, gross 275 000 135 000
Credit procurement costs (4 264) (2 665)
Long-term loans, net 270736 132 335

The credit procurement costs incurred are connected fo the loan agreements
(see below, Note 26.2), and are amortized, depending on remaining maturity
and credit utilization, over the remaining lifetime of the loan contfract.

26.2 Duration and development of loans, gross

Maturity Maturity Maturity
CHF 1000 <12 months  12-24 months >24 months Total
Balance 1.1.2003 102 500 75 000 275 000 452 500
Additions 0] 0 30 000 30 000
Repayments (102 500) (75 000) (30 000) (207 500)
Reclassifications 0 275 000 (275 000) 0
26 Balance 31.12.2003 0 275 000 0 (275 000)
Additions 0] 0 135 000 135 000
Repayments 0 (275 000) 0 (275 000)
Balance 31.12.2004 0 0 135 000 135 000

The book value of the loans outstanding as of December 317, 2004, is in line
with market value as the inferest rates are adjusted annually. The annual adjustment
of the margin reflects the risk assessment of the company by the market.

In August 2002, the Group signed a CHF 577.5 million revolving syndicated credit
facility comprising a CHF 350.0 million term loan and a CHF 227.5 million
amortizing revolving credit line. In December 2003, CHF 75.0 million of the term
loan was repaid early, implying that all contractual repayment obligations have
been fullfilled unfil the end of the contract. The remaining sum of CHF 275.0 mil-
lion outstanding as of December 31*, 2003, would have been due af the end

of the term. The amortizing revolving credit line also had a three-year term and
was reduced in accordance with the contract by CHF 102.5 million during the
financial year 2003. Among others, shares and participation rights of subsidiaries
were pledged as securities fo the banking consortium (see page 39, Note 11 in
the notes to Charles Végele Holding AG).
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At the end of July 2004, the Charles Végele Group repayed the on-going credit
line facility ending in August 2005 ahead of time and signed a new syndicated
credit line facility agreement with a banking consortium. This agreement comprises
a credit line of up to CHF 325.0 million and is divided into a three-year and a
five-year term loan of CHF 162.5 million each. In connection with the refinancing
in July 2004 the share pledging of subsidiaries was cancelled and replaced by

a guarantee from Charles Végele Holding AG and a limited guarantee from Charles
Végele Mode AG towards the financing banks.

26.3 Terms

The credit facility is used for general financing purposes. The new facility requires
the Group fo meet certain financial and other covenants such as maximum gearing
and interest cover ratios. At the balance sheet date as of December 31, 2004,
the covenants are completly adhered fo. Interest is payable based on LIBOR plus a
margin ranging from 65 to 200 basis points (previously 100 to 275 basis points)
depending on the achievement of cerfain financial ratios. The average interest rate
in the year under review amounted to 2.2% (2003: 2.9%).

27 Incentive and share ownership plans

27.1

In order to link the interests of the members of its Board of Directors, Management
and employees with those of its shareholders, the Group offered a number of

opportunities for certain employees fo purchase shares, both in connection with the
IPO in 1999 and thereatter. 27

Management share option plan 2002

The option plan 2002 for members of the Board of Directors, Group Management,
and the second management level replaced all former management share option
plans. The option plan is financed through treasury shares and conditional share
capifal. The award of options is proposed by the Compensation Committee and
approved by the Board of Directors. Each option entitles the holder to acquire one
Charles Vogele bearer share. Originally the number of shares issued under this

plan was limited to 3% of the share capital of the company. As of August 24",
2004, the Board of Directors of Charles Végele Holding AG increased the
number of available shares to 3.3% of the share capital of the company. The dura-
fion of the option plan is not limited. The duration of the options of each tranche
expires after five years, with a vesting period of three years from the date they are
awarded.

As of November 18", 2002, a first franche of 119 000 options with an exercise
price of CHF 29.50 was issued.

As of August 29", 2003, a second tranche of 98 000 options with an exercise
price of CHF 54.55 was issued.

As of August 24", 2004, a third tranche of 70 000 options with an exercise
price of CHF 41.05 was issued.
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Number

Numb Numb of open

of issued of expired options as of Exercise
Tranche options options 31.12.2004 price in CHF Duration Vesting period
2002 119 000 (4 964) 114 036 29.50 18.11.2002-18.11.2007 18.11.2002-18.11.2005
2003 98 000 (1 744) 96 256 54.55 29.08.2003-29.08.2008 29.08.2003-29.08.2006
2004 70 000 (1820) 68 180 41.05 24.08.2004-24.08.2009 24.08.2004-24.08.2007
Total 287 000 (8 528) 278 472

Further allocations under this plan will normally be decided at the Board of Direc-
fors' meeting for the approval of the halfyear results. The exercise price is calculated
based on the volume-weighted share price during the 30 trading days before
and 10 trading days after the allocation.

The imputed rights related to the share option plan are not included in the balance
sheet.

28 Contingent liabilities

28.1 Outstanding merchandise orders and letters of credit

As of December 31, 2004, commitments resulting from merchandise orders
not yet included in the balance sheet amounted to CHF 156.7 million (December
31¢, 2003: CHF 131.3 million). As of December 31, 2004, lefters of credit
not included in the balance sheet amounted to CHF 44.5 million (December 31,

2003: CHF 43.0 million).

28.2 Out-of-court third-party claims and lawsuits

CHF 1000

The Charles Végele Group is involved in a number of legal cases. In addition,
there are outof-court claims pending from third parties. Examples for these legal
cases and outof-court claims are trademark disputes and an out-of-court claim
relating to an investment held in Germany until 1995, which was seftled out of
court in 2003.

The Charles Végele Group sets up provisions for ongoing and pending lawsuits

if independent experts are of the opinion that a financial risk is tangible and the
amount af risk can be evaluated. Additional provisions are set up to cover estimated
cosfs for legal expenses. The estimated risk for these pending lawsuits is covered

in full by the provision [see page 25, Note 24.

29 Forward foreign exchange contracts

The following forward foreign exchange contracts were open with financial institu-
fions as of December 31°:

31.12.2003 31.12.2004

Derivatives for cash flow hedges

104 327 49 963

Derivatives for trading purposes

49 440 137 750

Total

153 767 187 713




29.1 Derivatives for cash flow hedges
The open forward foreign exchange contracts as of December 31%, 2004, for
the purchases of merchandise in USD, cover the exchange risks for the spring/
summer collection 2005.

Contract volume

Positive Negative

repl repl Contract
CHF 1000 value value volume
31.12.2003 0 10014 104 327
31.12.2004 0 4 800 49 963

Contract volume by maturity

CHF 1000 Up to 3 months 3-6 months 6-9 months  9-12 months Total
31.12.2003 85 651 0 18 676 0 104 327
31.12.2004 49 963 0 0 0 49 963

Derivative financial instruments are valued at their fair value and classified as
accrued assefs or liabilities. Any changes in the fair value arising from the valuation
on the balance sheet date is proportionately recorded in the balance sheet only
under “Trade payables” and under shareholders' equity as “Fair value reserve for
financial instruments” until the hedged underlying transaction has been completed.
The valuation difference from ineffective hedge transactions is debited or credited
directly to “Exchange gains or losses” in the income statement. The following table
shows the development of the changes in fair values during 2004:

29

Valuation differences
Order in income statement
| recog d not recognized
in USD 1 000 in CHF 1 000 in CHF 1 000
Season 2004/ 1 - Total 82 207
— Used (76 127)
- Not required (9 917)
- Repurchased 3837 561
Season 2004/2 - Total 78 378
— Used (78 378) 8 034
Season 2005/ 1 - Total 69 491
— Used (8 640) 1110
- Open as of 31.12.2004 60 851 (4 800)

Total as of 31.12.2004

60 851 9705 (4 800)
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29.2 Derivatives for trading purposes
The valuation of currency swaps and forward foreign exchange contracts af
current replacement value (fair value| resulted in a loss of CHF 0.6 million
as of December 31¢, 2004 (December 31¢, 2003: loss of CHF 1.0 million)

which was included in the income statement under “Exchange gains or losses”.

Contract volume

Contract Replacement Contract

CHF 1000 Currency value value Difference volume
USD (12 400) (12 004) 396 12 400

usb 12 320 10972 (1.348) 12 320

EUR 12 400 12 462 62 12 400

ER  (12320) (12 462) (142) 12 320

31.12.2003 Total 0 (1032) (1032) 49 440
EIR (99 405) (100 157) 752) 99 405

EUR 38 345 38 480 135 38 345

31.12.2004 Total (61 060) (61 677) (617) 137 750

Contract volume by maturity

CHF 1000 Up to 3 months 3-6 months 6-9 months  9-12 months Total
31.12.2003 49 440 0 0 0 49 440
31.12.2004 122 436 15314 0 0 137 750

30Rental commitments
For rental contracts with fixed rental terms the following minimum payments are fo
be expected (excluding options for renewals):

CHF 1000 31.12.2003 31.12.2004
Maturity < 1 years 170 182 163 817
Maturity 1-5 years 473 314 449 499
Maturity > 5 years 307 141 249 949

Total 950 637 863 265
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Group Auditors

31 Related party transactions
The remuneration of the Board of Directors and Group Management in total
amounted fo:

Board of Group
Directors Management Total

2003 Number of members 5 3
Amount in CHF 1000 968 2792 3760

2004 Number of members 5 3
Amount in CHF 1000 968 2 662 3 630

As a result of the current management share option plan (see page 27, Note 27),
in the financial year 2004, 15 000 options [{2003: 22 500) were allocated to
the members of the Board of Directors and 21 000 options (2003: 31 500) to the

members of Group Management.

Dr. Felix R. Ehrat, a member of the Board of Directors, is also a senior partner
in the law firm of Bar & Karrer. During the year under review this firm provided
legal services to various Group companies for which it received a fofal fee of
CHF 0.2 million {2003: CHF 0.6 million).

Bernd H.J. Bothe, a member of the Board of Directors, is also a senior partner of
the international consulting company Droege & Comp. GmbH. During the year
under review this firm provided stategic consulting services for which it received a
fotal fee of CHF 0.3 million.

There were no further significant transactions with related parties in the years 31

2004 and 2003.

32Post balance sheet events
The present financial statements take into consideration events occurring between
the balance sheet date and March 4™, 2005. The 2004 financial statements
were discussed with the Audit Committee and representatives of Group Manage-
ment, and were approved by the Charles Végele Holding AG Board of Directfors
on March 4", 2005. The 2004 financial statements will be published on March 8",
2005, and will be presented to the Annual Shareholders’ Meeting on April 13",
2005, for approval.
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Company

33 Group structure
as of December 31%, 2004

Currency

Share/Partnership
capital

Charles Végele Holding AG
Pfaffikon Sz, CH

Holding

CHF

88 000 000

100%

Charles Végele Trading AG
Ptaffikon Sz, CH
Central services

CHF

10 000 000

100%

Charles Végele Store Management AG
Ptaffikon Sz, CH
Central services (dormant)

CHF

250 000

100%

Prodress AG
Pfaffikon Sz, CH
Central services

CHF

100 000

100%

Cosmos Mode AG
Pfaffikon Sz, CH
Central services

CHF

100 000

100%

Mac Fash GmbH
Ptaffikon Sz, CH
Central services (dormant)

CHF

20 000

100%

Charles Végele Import GmbH
Lehrte, DE
Central services

EUR

25 000

100%

Charles Végele Fashion (HK) Ltd.
Hongkong, HK
Central services (dormant)

HKD

100 000

100%

Charles Végele Mode AG
Ptaffikon Sz, CH
Sales organization

CHF

20 000 000

100%

Charles Végele Deutschland GmbH
Sigmaringen, DE
Sales organization

EUR

15 340 000

100%

Charles Végele (Austria) AG
Kalsdorf, AT
Sales organization

EUR

1453 457

100%

Charles Végele (Netherlands) B.V.
Utrecht, NL
Sales organization

EUR

1 000 000

100%

Charles Végele (Belgium) B.V.B.A.
Turnhout, BE
Sales organization

EUR

644 523

Changes in the scope of consolidation, see page 6, Note 1.3.



Report of the Group Auditors to the General Meeting
of Charles Végele Holding AG, Pfaffikon Sz

As auditors of the Group, we have audited the consolidated financial statements
(income statement, balance sheet, statement of cash flows, statement of changes
in equity and notes, pages 2 to 32) of Charles Végele Group for the year ended
December 31%, 2004.

These consolidated financial statements are the responsibility of the Board of Direc-
tors. Qur responsibility is to express an opinion on these consolidated financial
statements based on our audit. We confirm that we meet the legal requirements
concerning professional qualification and independence.

Our audit was conducted in accordance with auditing standards promulgated by
the Swiss profession and with the International Standards on Auditing, which
require that an audit be planned and performed to obtain reasonable assurance
about whether the consolidated financial statements are free from material
misstatement. We have examined on a test basis evidence supporting the amounts
and disclosures in the consolidated financial statements. We have also assessed
the accounting principles used, significant estimates made and the overall consoli-
dated financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the
financial position, the results of operations and the cash flows in accordance with
the International Financial Reporting Standards (IFRS) and comply with Swiss law.

We recommend that the consolidated financial statements submitted to you be

approved. 33

PricewaterhouseCoopers AG

7. () \)\)\\MM\

Peter Binz Matthias von Moos

Zurich, March 4h, 2005
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Financial Statements 2004 of the Charles Végele Holding AG

Income Statement
Holding

from January 1* to December 31

CHF 1000 Note 2003 2004
Income

Dividends 57 701 24 561
Financial income 2 15 494 8 490
Exchange gains, net 574 5
Total income 73769 33 056
Expenses

Administration expenses (2 622) (1813)
Financial expenses 2 (21 445) (10 068)
Impairment of loans to subsidiaries 3 (33 663) (8 658)
Total expenses (57 730) (20 539)
Net income before taxes 16 039 12 517
Taxes 542 (82)
Net income 16 581 12 435




Income Statement

Balance Sheet and Balance
Holding

as of December 31*

CHF 1000 Note 31.12.2003 31.12.2004
Assets

Current assets

Cash and cash equivalents 4 22 263 4914
Receivables from subsidiaries 5 106 686 102 200
Other receivables and accruals 753 360
Total current assets 129 702 107 474

Long-term assets

Loans to subsidiaries 5 380 971 411 063
Investments 6 263 306 263 306
Treasury shares 878 886
Other assets 4263 0
Total long-term assets 649 418 675 255
Total assets 779 120 782729

Liabilities and shareholders' equity

Short-term liabilities

Bank loans 275 000 0
Accounts payable:Third parties 148 184
Subsidiaries 5 104 264 379719
Accrued liabilities 1125 586
Current tax liabilities 0 2
Total short-term liabilities 380 537 380 491
Shareholders' equity 37
Share capital 7 88 000 88 000
Legal reserves 173 789 173 789
Free reserves 0 110 000
Reserve for treasury shares 8 5790 14 059
Retained earnings: — Retained earnings as of January 1° 509 957 131 004
- Free reserves 0 (110 000)
— Decrease/(Increase) of reserve for treasury shares (4 922) (8 269)
- Merger loss (390 612) 0
- Dividends paid 0 (8 800)
— Income from treasury shares 0 20
- Net income for the year 16 581 12 435
Total retained earnings 131 004 16 390
Total shareholders' equity 398 583 402 238

Total liabilities and shareholders' equity 779 120 782729
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Notes to the
Financial Statements

1 Basis of presentation
Charles Végele Holding AG is based in Pfaffikon, in the Canton of Schwyz,
Switzerland, and its purpose is the holding and administration of investments of the
Charles Vogele Group.

The financial statements are presented in accordance with Swiss law.

The integration of the financial statements of Charles Végele Holding AG into the
consolidated financial statements of the Charles Vogele Group has been made

in accordance with the accounting principles explained in the notes to the consoli-
dated financial statements.

In June 2003, Charles Végele Holding AG was merged with Charles Végele
Beteiligungen AG, with retrospective effect from January 19, 2003. As a result,
all assefs and liabilities of Charles Vogele Beteiligungen AG were transferred to
Charles Vogele Holding AG.

2 Financial income and expenses
The financial income basically arises from the interest income from cashpooling
and from interest on loans granted to subsidiary companies. These are counter-
balanced by financial expenses in the form of interest on cashpooling and on
accounts payable fo subsidiary companies and third parties.

3 Impairment of loans to subsidiaries
Impairments of loans to Group companies concern value adjustments on Group
loans to subsidiaries in Germany, The Netherlands and Belgium.

4 Cash and cash equivalents
This position mainly includes time deposits at banks.

5 Loans due from and to subsidiaries
This position consists of receivables and payables due from and to other Group
companies.

6 Investments
The structure of the Charles Vogele Group is documented in the Group structure of
the consolidated financial statements on page 32.

7 Share capital
The share capital of the company consists of 8 800 000 fully paid-in bearer
shares with a par value of CHF 10 each.

The articles of the Company include a provision authorizing the Board of Directors
fo carry out a conditional increase of the share capital of up to CHF 2.64 million,
divided into 264 000 fully paid-in bearer shares with a par value of CHF 10 each,
without giving rise to any pre-emptive rights for existing shareholders. The shares
relating fo the conditional share capital may only be used for existing or future share
option plans for the Board of Directors and Management (see page 27, Note 27
in the notes to the consolidated financial statements).



8 Movement in treasury shares

Number

Price in CHF of shares

Treasury shares 31.12.2002 18 314
Purchase of treasury shares February 2003 10.00 971
Purchase of treasury shares by Charles Végele Trading AG August 2003 49.79 - 50.00 98 000
Treasury shares 31.12.2003 117 285
Purchase of treasury shares January 2004 10.00 807
Purchase of treasury shares by Charles Végele Trading AG November 2004 49.87-51.17 48 884
Purchase of treasury shares by Charles Végele Trading AG December 2004 50.88-52.03 112116
Treasury shares 31.12.2004 279 092

For the holdings of treasury shares in the Charles Végele Group as of December
31, 2004, a reserve was formed in Charles Végele Holding AG to the amount of
the purchase value of CHF 14 Tmillion.

9 Major shareholders

According fo official information received by the company, Classic Global Equi-
ty Fund (asset management by Braun, von Wyss & Miller AG) held 6.2% of the

company’s capital as of March 28", 2002. In its annual report Classic Global
Equity Fund reported that it held ©.3% of the company's capital as of December

31¢, 2004.

In addition, The Capital Group Companies Inc. reduced its investment in the com-
pany below the reportable minimum of 5.0% as of October 13", 2004.

10 Contingent liabilities

CHF 1000

39

31.12.2003 31.12.2004

Rent guarantees to third parties

53 324 45 236

Guarantees to financing banks

155 583 451 185

In addition, letters of comfort were issued to subsidiary companies.

11 Pledged assets

Shares and participation rights of the following Group companies were pledged
in connection with the old syndicated credit agreement which was cancelled
ahead of time in 2004 (see page 26, Note 26 in the notes to the consolidated
financial statements): Charles Végele Trading AG, Cosmos Mode AG, Charles
Vogele Mode AG, Charles Vagele (Austria) AG, Charles Végele Deutschland
GmbH, Charles Végele [Netherlands) B.V., Charles Végele Fashion (Netherlands)
B.V. and Charles Végele (Belgium) B.V.B.A.

Due fo a new syndicated refinancing agreement signed in July 2004, the pledges
on the shares and participation rights of Group companies were revoked and
replaced with a guarantee from Charles Vogele Holding AG and with a limited
guarantee from Charles Végele Mode AG towards the involved banking consortium.
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Proposed Appropriation of

Retained Earnings
as of December 31+, 2004

The Board of Directors proposes the following appropriation of refained earnings:

CHF 1000

Dividend 2004 8 521
Balance carried forward 7 869
Retained earnings as of December 31, 2004 16 390

The total payment for the financial year 2004 of CHF 8.5 million proposed by the
Board of Directors reflects a dividend of CHF 1.00 per bearer share with a
nominal value of CHF 10 (without considering the treasury shares of 279 092
as of December 31, 2004).

Since the legal reserves have reached 20% of the share capital, there will be no
further allocation to the legal reserve.



Statutory Auditors

Report of the Statutory Auditors to the General Meeting
of Charles Végele Holding AG, Pfaffikon Sz

As statutory auditors, we have audited the accounting records and the financial
statements (income statement, balance sheet and notes, pages 36 to 39) of Charles
Végele Holding AG for the year ended December 31¢, 2004.

These financial statements are the responsibility of the Board of Directors. Our
responsibility is fo express an opinion on these financial statements based on our
audit. We confirm that we meet the legal requirements concerning professional
qualification and independence.

Our audit was conducted in accordance with auditing standards promulgated by
the Swiss profession, which require that an audit be planned and performed to
obtain reasonable assurance about whether the financial statements are free from
material misstatement. VWe have examined on a fest basis evidence supporting
the amounts and disclosures in the financial statements. We have also assessed the
accounting principles used, significant estimates made and the overall financial
statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the accounting records and financial statements and the proposed
appropriation of available earnings comply with Swiss law and the company's
articles of incorporation.

We recommend that the financial statements submitted to you be approved.

a1

PricewaterhouseCoopers AG

7. () \XX\MM\

Peter Binz Matthias von Moos

Zurich, March 4"n, 2005
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