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Our vision is to consolidate Björn Borg
as a globally established fashion brand.

Worldwide Brand Management

WBM in brief

WBM 2006

Worldwide Brand Management – WBM – owns the Björn Borg
brand and currently has operations in five product areas: clothing,
footwear, bags, eyewear and fragrances. Björn Borg products
are sold in ten markets in Europe, the largest of which are Sweden
and the Netherlands.
Operations are conducted through a network of product and
distribution companies which are either part of the Group or independent companies holding licenses for product areas and geographical markets. The network also includes both Group-owned
and franchised concept stores. The WBM Group has operations
at every level of the chain, from brand development to consumer
sales in its own concept stores.
WBM’s business model allows for geographical and product
expansion with minimal operational risk and capital investment,
while at the same time ensuring centralized brand management.

•N
 et sales increased by 77 percent to
SEK 324.6 million (183.6).

Operating profit and
gross profit margin

Net sales

•O
 perating profit rose by 162 percent to
SEK 81.9 million (31.3).
• P rofit after tax increased by 149 percent to
SEK 58.5 million (23.5).
•E
 arnings per share increased by 148 percent to
SEK 10.19 (4.11).
• The gross profit margin was 50.7 percent (52.2).
• The operating margin rose to 25.2 percent (17.0).

Important events 2006
•W
 BM acquired the Björn Borg brand and obtained exclusive
rights to all categories of products and services.
• T wo new Group-owned concept stores were opened in
Sweden.
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• Increased institutional ownership through SEK 100 million
share issue to SEB Funds and Swedbank Robur Funds in
February 2007.
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Pro forma accounts have been prepared as if the WBM AB Group had been acquired
on January 1, 2004 and the share issue had been implemented on the same date. See definition under “Five year summary.”

Proposals to the Annual General Meeting
The Board of Directors has decided to propose that the AGM
adopt:
• A dividend of SEK 3.00 (1.25) per share
• A 4-for-1 share split
• A change in the Parent Company’s name to Björn Borg AB.

Stock market listing
• T he Board intends to apply for a listing on Stockholmsbörsen
in 2007.



Key figures

20041

2005
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Net sales, SEK million

121.6

183.6

324.6

Operating profit, SEK million

10.7

31.3

81.9

Gross profit margin, %

51.6

52.2	

50.7

The Björn Borg brand in brief

Brand sales 2006

The brand was established in the Swedish fashion market during
the first half of the 1990s. Continuity has given the brand a clear
identity and strong position in its markets, where it is known for
quality products with creative and innovative design, influenced
by the sporting heritage associated with the Björn Borg name.

Product mix
Bags 9%
Footwear 9%

Eyewear & Fragrances 4%
Clothing 78%

The brand in 2006
• Continued strong sales for the Björn Borg brand.
• Brand sales rose by 88 percent to SEK 1,404 million (747).
•S
 trongest growth in the clothing product area, where women’s
underwear noted the highest increase.
• Launch of the brand in three new markets: Germany, England
and Switzerland.
•A
 total of seven new concept stores were opened in Sweden
and the Netherlands.

Geographic mix
Other 5%
Denmark 16%

Netherlands 32%

Norway 16%
Sweden 31%

Brand sales by product area 2006
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A word from the President
Our hard work pays off
2006 was another fantastic year for WBM. We see our
success as the result of the work we have been done for
years with the brand and collections – and all the wonderful efforts in the Björn Borg network. 2006 was also the
year when WBM took a major leap into the international
fashion market by launching in Germany, England and
Switzerland. But the highlight of the year had to be the
acquisition of the Björn Borg brand.
It has now been over two years since WBM was listed on First
North and ratcheted up operations with new goals and an ambitious expansion strategy – a big step for a small company. We
had great confidence in our abilities, but I do not think anyone
expected us to get where we are as quickly as we did in terms in
growth, profit and brand positioning. During the last year, we
surpassed one billion kronor in brand sales for the first time, an
increase of no less than 88 percent compared with previous year.
Consolidated sales rose by 77 percent and profit increased 149
percent to SEK 58 million – fantastic results that would not have
been possible without the enthusiasm, creativity and tremendous
determination in the organization.

Important steps in new markets
2006 was also the year WBM took a major step in the international expansion decided on in connection with the IPO. In the
important British market, the brand was launched last autumn at
the well-known department store Selfridges, a strong signal that
Björn Borg has a place on the international fashion scene. In
Germany, our underwear is sold in Karstadt’s new department
store in Leipzig, and in Switzerland we are in the process of establishing a supply chain. While these are important steps, our
presence in these markets has just begun. We know that it takes
time to reach a wide audience, and we are keeping a long-term
perspective.

Strong development in established markets
All our established markets developed stronger than ever. In clothing, where the largest product group is underwear, brand sales
rose by considerably more than 100 percent in Norway, the Netherlands and Denmark – and these are markets where the brand
has been sold for 15 years. In Sweden, the increase was a very
solid 56 percent. We see this as proof that the new brand platform
introduced nearly two years ago is working. We have gradually
taken better control over branding work, and investments in marketing activities have grown in recent years. At the same time, our



product development and design team has done a fantastic job
creating even more attractive collections, which I feel is an important factor behind the brand’s excellent development.
Underwear is the product group that has had the strongest
growth, and women’s underwear, which was relaunched in
2005, noted an especially strong sales trend. In our own concept
stores as well as established retailers, women’s underwear has
expanded quickly, and we anticipate potential for further growth
in both new and established markets. Men’s and women’s clothing, excluding underwear, is growing, but still accounts for a limited share of sales. In 2007, we will continue to polish our clothing collections, where we anticipate great potential long-term. In
total, the clothing area, including underwear, rose by no less than
136 percent during the year and accounts for 78 percent of overall brand sales.

Concept stores important to brand positioning
During the year, we accelerated new concept store openings.
Two new Group-owned concept stores were opened in Sweden
and five franchised stores were added in the Netherlands and
Norway. Our concept stores in strategic locations in large cities
are vital to the brand’s development, and we will continue to expand by adding new stores when the right locations become
available. It would also be exciting to open flagship stores in
fashion metropolises around the world, alongside the major international brands we want to measure ourselves against. We are
also continuing to evaluate new sales channels.
The stores also play an important role in generating revenue,
as evidenced by the strong trend for the Group’s own stores in
Sweden, which grew by 33 percent and reported total sales of
SEK 42 million. But we are first and foremost a fashion brand, not
a retail chain. Development of our own retail outlets is always
based on what will best help to strengthen the Björn Borg brand.

Taking ownership of the brand
In December 2006, WBM acquired the Björn Borg trademark and
exclusive global rights to all product groups and services. This was an
important step for us. As owner of the brand, we operate from a much
stronger position in the international fashion market than when we
were merely a licensee. As we continue to expand, the acquisition
gives us very different opportunities. We become more interesting to
the industry as a whole as well as to potential distributors. Ownership
also gives us greater security and stability, which I expect increases
confidence throughout the network. And no less importantly, the value
we create through branding work will benefit our shareholders.

Challenges 2007
The focus for WBM in 2007 will be on growing our established
markets. We will also evaluate opportunities to enter more markets in Europe or other attractive countries. At same time, we must
continue to create attractive collections based on our brand platform. We will devote even more energy to strengthening our design and product development, which is important to consolidate
our position as an international fashion brand.
In 2007, we also hope to apply to list the WBM share on
Stockholmsbörsen. We want to do it because we feel we have
grown into the role a listing requires in terms of organization and
size, and to be more visible and accessible to investors.
The journey we have been on the last two years has been
demanding, intensive and extremely exciting. With the enormous
energy, determination and skill in the Group and its network, we
have managed to raise the Björn Borg brand to new heights. We
have also proven that our business model will allow a relatively
small company to expand internationally. This success has encouraged us to continue to work hard and further develop. We have
to. These are tough markets we are growing in. It is also important
that we do not become blinded by the speed of our fantastic development and fail to make the necessary adjustments. This is a
challenge my colleagues and I and our partners in the network are
happy to face.

Nils Vinberg
President and CEO

“The highlight of
the year was the
acquisition of the
Björn Borg brand.”



Business concept, goals and strategies

Vision

Strategies

Our vision is to consolidate the Björn Borg brand as a globally
established fashion brand.

Our operating goals and financial targets will be achieved
through a number of strategies.

Business concept

Established markets
Expansion in established markets – the Netherlands, Sweden,
Norway, Denmark, Belgium, Finland, and Hungary – will be
achieved by:
• Developing new concepts and product segments within existing product groups.
• Tightening control over the brand in the value chain.
• Opening more concept stores (both Group-owned and franchises) to increase market exposure and sales.
• Evaluating and developing new sales channels.
• Developing and streamlining purchasing and logistics in line
with growth.
• Developing and launching new product groups.

WBM’s business concept is to develop, drive and exploit the
Björn Borg brand in the international fashion market.

Goals
In November 2004, the Board of Directors of WBM defined the
following goals and targets for the three-year period 2005–
2007.
Operational goals
To strengthen the brand’s position and establish the Björn Borg
brand in 3–5 new markets, and then to accelerate the rate of
international expansion.
Financial targets
• Annual sales growth of 15 percent for the Group toward the
end of the period 2005–2007.
• After the initial expansion stage during the period 2005–
2007, an operating margin of at least 10 percent.
2006
4 An increase in brand sales of 88 percent to SEK 1,404 million.
4 Seven new concept stores, two of which are Group-owned.
4 Agreements signed with distributors in three new markets:
Germany, England and Switzerland. Launch in England and
Germany.
4 The Group acquired the Björn Borg trademark and obtained
exclusive global rights to the brand.
4 Consolidated sales rose by 77 percent.
4 The operating margin was 25.2 percent.

New markets
Expansion in new markets will be achieved by:
• Launching the Björn Borg brand, starting with the underwear
product group and gradually introducing other product areas.
• Working closely with strong local distributors familiar with
each market.
• Establishing concept stores to position the brand and create
contact with consumers.
Business model
In WBM’s business model, operations are conducted through a network of product companies and distributors which are either part of
the WBM Group or independent companies and franchises with
their own concept stores. The business model is strategically important to the Group and allows geographical and product expansion
with limited operational risk and capital investment, at the same time
that control over the brand is retained centrally within the Group.
With this business model, WBM is responsible for quality assurance and positioning the Björn Borg brand. All design and product
development takes place in the product companies, which are the
product specialists. The strategically important clothing and footwear product companies are currently wholly owned subsidiaries
of the WBM Group. All product companies also serve as distributors in their home markets. Distribution in other markets takes place
through locally strong, independent distributors, which are responsible for marketing, sales, inventories and logistics. All production
takes place outside the Group. WBM otherwise has operations at
every level of the supply chain through its own companies. This is
strategically important, since it gives the Group the best opportunity to further develop the Björn Borg brand.



The Björn Borg brand

The brand
Exclusive rights 2006
The Björn Borg brand is the core of WBM’s activities. The Group
has developed the brand since 1997 on the basis of a license
granting the exclusive rights to manufacture, market and sell the
Björn Borg brand. In December 2006, WBM acquired the Björn
Borg trademark and obtained exclusive global rights to the brand
for all categories of products and services. By owning the trademark, WBM can operate from a stronger position in the international fashion market, at the same time that ownership provides
greater security and long-term prospects for the entire network.
The Björn Borg trademark covers all versions of the Björn Borg
signature and other logos the Group uses.

Positioning
Clear profile and strong position
The Björn Borg trademark in its present form was registered in the
late 1980s and established in the Swedish fashion market in the
first half of the 1990s. New product areas and geographical markets have been established since then, and the Company has experienced stable growth that has accelerated in the last three years.
Continuity has given the brand a clear identity and strong position in its markets. The brand is characterized by quality products
with creative and innovative design, influenced by the sporting
heritage associated with the name Björn Borg. Today, the brand

WBM is responsible for guidelines for graphic
identity, packaging and the store concept.
Above is the new department at Selfridges in
Birmingham.

increasingly stands on its own merits, distinct from Björn Borg as a
person, and more and more consumers associate the name with
the brand rather than Björn Borg himself. The legacy of Björn
Borg’s success during his career as a tennis player and his superstar status around the world still provide the brand with a strong
platform for international expansion.

Brand platform
Four ideals
Björn Borg’s positioning and all brand development, from design
and store layout to marketing communications, is based on a
clear brand platform. This platform stresses four ideals that define
the essence of the Björn Borg brand: Sporty, Stylish, Sexy and
Comfortable. Sporty has a natural association with the Björn Borg
name, which is firmly entrenched in Swedish sport. WBM’s design and mindset has added sexiness and style. And, of course,
Björn Borg products are always comfortable and easy to wear.
The expression “Swedish Sport” describes what the Björn Borg
brand stands for and what the brand platform states. It is used
graphically as a tagline with the Björn Borg logo.

Sporty, stylish, sexy and comfortable are the
four ideals in the brand platform.

Björn Borg’s success as a tennis player and
superstar status around the world provide the
brand with a strong platform for international
expansion.



Brand development
Service and control for enhanced effect
WBM works actively to control the entire chain from brand identity to finished product, to ensure that the Björn Borg brand follows
the defined brand strategy every step of the way. This is achieved
by providing guidelines and support to companies in the network,
which results in coherent and consistent branding. WBM has
gradually increased service and control in areas such as campaigns, graphic identity, the store concept and product development with positive results.
WBM’s guidelines for product and distribution companies
cover a number of areas:
Product development
• Trend information
• Design
• Quality
• Product range and
product volume

Marketing concept
• Campaigns
• Graphic identity
• Packaging
• Distribution
• Store concept
• Franchise management

Brand and products
At the fashion forefront
Every detail of Björn Borg products and every collection expresses
the values synonymous with the brand. WBM reinforces the positioning of the product range by providing trend and design information to all parts of the specialist network prior to each season.
One of the success factors for the Björn Borg brand has been the
ability to stay on the forefront of fashions and trends through its
interpretation of the positioning strategy. In the underwear product
group, WBM believes that its innovative design has played a key
role in making underwear a fashion product.

Marketing communications
Increased investments
WBM has worked consistently to profile the Björn Borg brand
through innovative and image-enhancing marketing activities. The
aim is to consistently reinforce the brand image and to drive sales.
Investments in marketing communications throughout the network
have continuously increased in recent years, which is an important
factor behind the successful development of the brand.
Unique campaigns
In 2005, a comprehensive campaign was launched throughout
the network. This distinctive campaign conjures up a unique, artistic, surreal world with a natural connection to Björn Borg’s creative design. The images are designed to arouse feelings and convey a sense of recognition to customers, and were used during the
year in a variety of channels and activities, from print and outdoor
advertising to web sites and stores. The campaign was refined
from the same platform during the year and garnered a positive
response in every market.
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PR and events growing in importance
Distributors, which commit to a specific level of marketing investment in each market, use centrally produced campaigns but are
responsible for choosing their own media channels. PR and events
have become increasingly important to the mix of activities, as has
participation in major international fashion trade shows, which
increased significantly in 2006. Private showings and displays in
Björn Borg stores have also been crucial in positioning and
strengthening the brand.
Creative alliances
One example of a project designed to strengthen the Björn Borg
brand is the alliance formed in 2006 with Arlanda Express in
Stockholm. As a creative Swedish brand with its strength in innovative pattern design, WBM was hired to design the new interior
of all trains on the Arlanda Express between the Swedish capital
and its main airport. The project generated positive attention from
the media and the industry, at the same time that it put the brand
on display to an important target audience on the trains.
Important launches
One of the most important events for WBM during the year was the
brand’s launch in new markets in Europe. Successful marketing
activities were conducted in Germany and England last autumn,
including PR activities and showings in connection with the launch
at Selfridges in Birmingham and a broad-based advertising campaign in Leipzig. The launch and positive impact of the brand at
Selfridges are considered very important to the cultivation of potential markets as well as the development of established markets.
The brand in concept stores
The concept stores are important to the experience associated
with the Björn Borg brand and provide valuable exposure in strategic locations of large cities. In 2006, a new decor was designed for the concept stores to create an even clearer expression
of the brand in a retail environment.

Outlook 2007
Focus on international expansion
The challenges WBM faces in its branding work in 2007 include
the further cultivation of markets, with events and showings scheduled during the spring in cooperation with Selfridges in London.
The international presence will further increase during the year
through participation in fashion shows and other industry settings
as an element in the geographical expansion of the brand. In
2007, digital media will also increase in importance as a marketing channel.
Marketing investments have risen in pace with the international
expansion, and in WBM’s opinion will further increase in the network in the form of more showings and broader campaign activities in pace with the Company’s growing international presence.
WBM has also seen a willingness among distributors to continue
to invest in marketing activities.

Five product areas in ten markets
Sweden

Norway

Denmark

Netherlands

Belgium

Finland

Hungary

Germany

England

Switzerland

Clothing
Footwear
Bags
Eyewear
Fragrances

Clothing
Footwear
Bags
Eyewear
Fragrances

Clothing
Footwear
Bags
Eyewear
–

Clothing
Footwear
Bags
Eyewear
–

Clothing
–
–
–
–

Clothing
Footwear
Bags
Eyewear
–

–
Footwear
Bags
–
–

Clothing
–
–
–
–

Clothing
–
–
–
–

Clothing
–
–
–
–

Market

Competitive position

Drivers and trends
Changes in spending patterns in the fashion world affect WBM’s
operations. The increased interest in brands, design and quality
has made today’s consumers more aware and finicky. Fashion
consciousness and emotional values are assuming greater importance in the choices consumers make. Lifestyle is also playing a
more central role in spending and brands.
Meanwhile, internationalization has reduced geographical
differences in fashion and clothing preferences. Through the internationalization of the fashion industry, trends spread rapidly
through the Internet, films, television and music, which has made
lifestyles and international trends a more important factor than the
country a consumer happens to live in.

Competing with international fashion brands
The Björn Borg fashion brand mainly targets individuals who are
looking for quality products with the right fashion appeal and
which represent a young, sporty, trendy style. In terms of price and
fashion, the products are in the upper mid-price range.
The Swedish and international fashion markets consist of a
number of players that compete and complement each other in
various product areas and price segments. WBM competes with
international fashion brands such as Puma, Diesel and Fred Perry,
and Swedish fashion brands such as Tiger and Filippa K. In the
underwear product group, the main competitors are Calvin Klein,
Hugo Boss, Hom and Aussie Bum, in addition to locally strong
brands. In footwear, Vagabond is the main competitor in the
Swedish domestic market. WBM is convinced that Björn Borg can
be considered the market leader in quality and design in its main
product, men’s underwear, in the geographical markets where the
brand is established.

Market segmentation and positioning

High price

Medium price

Hermès
Pierre Cardin

Nina Ricci
Ralph Lauren

Burberry
Prada

Raf Simons
Y3

Marlboro Classics
Pringle

Benetton
Polo Sport
Esprit

Diesel
Puma
Fred Perry
Lacoste

Umbro by Kim Jones
APC
Marc by
Marc Jacobs

Supermarkets

Gap
Vero Moda
H&M

H&M
Zara

H&M

Late adopters

Trend followers

Trend setters

Innovators

Low price

WBM’s analysis of market segmentation and positioning.
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England impacts all our markets
Björn Borg has taken its first step onto the British playing field, perhaps the most important market in Europe for a fashion
brand hoping for broader international exposure. With the prestigious department store Selfridges as a partner, a noteworthy launch in Birmingham and positive sales, the launch could not have gotten off to a better start.

In 2006, WBM began cultivating potential retailers in the British market to find a
strong, creative partner. Together with its
English distributor, WBM held discussions
with several players, but it was Selfridges
that signed the first contract. The wellknown department store saw Björn Borg
as an exciting brand and could offer
what WBM was looking for. The result
was an exclusive cooperation established
during the first half year.

Perfect partner
“Selfridges is exactly the right channel
for us,” says Jimmy Johansson, marketing manager at WBM. “The store is
strongly positioned in the English fashion scene and is open to new and
innovative solutions that suit us perfectly. We are now selling our underwear and swimwear in Selfridges’
fashion department, which gives us
exposure in an attractive environment.”
The launch was held at Selfridges’
department store in Birmingham in
December with showings at the store
and PR events. At the same time, a wellattended press conference was held with
Björn Borg himself, who was in the city to
receive a Lifetime Achievement Award at
a BBC gala.
“Björn Borg is still a big name in
England; that’s obvious. And the interest in him as a person naturally opens
doors for us. Of course, it is fun to work
with Björn whenever we can,” says
Jimmy Johansson.
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A press conference with Björn Borg in connection with the launch at Selfridges in Birmingham in
December garnered widespread media coverage.

Seen by fashion world
What about sales? Well, in a story on the
launch, Selfridges claimed that Björn Borg
is the fastest-growing new brand ever
introduced in the store. Jimmy Johansson
confirms that sales have gone well.
“We have started well with fine sales
figures for both men and women,” he
says. “And even the trendy models have
received a strong response in the three
department stores which thus far are the
brand’s showcase in the country.”
Björn Borg will grow in England. That
is the stated objective, and conversations
are being held with a number of possible
retailers, which Selfridges has paved the
way for.
“Being carried at one of England’s
prestigious department stores is extremely
important. It gives us a platform for further
sales prospecting in the tough British

 arket, but even more importantly we
m
are seen by the entire fashion world.
We have already noticed greater interest in the brand in both established
markets and markets we might consider
entering.”

An important step
For WBM, the launch in England is an
important step in the international expansion that accelerated in 2006, when
Germany and Switzerland were added
to the Björn Borg map.
“We feel we have reached where
we wanted to in the introductory stage
in England,” Jimmy Johansson says.
“There is a lot of talk about Björn
Borg, important fashion magazines are
writing about us and sales have begun
well. We have shown that we have
earned a place on the big stage.”

Business model

The network

Brand development

Large volumes with limited investment
WBM’s substantial growth with high profitability – and its success
in positioning the Björn Borg brand – has largely been achieved
with a business model that utilizes a network of product companies, distributors and retailers. The business model is strategically
important to WBM and facilitates an expansion geographically
and in terms of product range with limited operational risk and
capital investment, while retaining control over the brand.
The business model utilizes a network of product companies
and distributors which are either part of the Group or independent
companies and have been granted licenses by WBM to one or
more product areas and one or more geographical markets. The
network also includes concept stores operated by WBM or one its
own or independent franchisees.
By utilizing a network of its own and independent companies,
Björn Borg can be involved in every part of the value chain and
develop the brand in the international fashion market with a compact organization and minimal financial investment and risks. The
business model requires little capital investment by WBM, as the
network creates significant sales at consumer level at the same
time that WBM only owns the strategically most important companies in the network. With this business model, WBM can offload
part of its inventory risk.

As owner of the brand, WBM is the specialist responsible for its
management and development. It sets the strategy for the Björn
Borg brand and ensures implementation and compliance in the
network. Through guidelines, support and service for companies in
the network, WBM can be sure the brand is managed according
to the Björn Borg platform in every part of the chain, from design
and quality to store promotions and marketing communications.
In a network encompassing both the Group’s own entities and
independent companies, tight control over the brand is essential.
All design and product development is done by product companies, which have extensive experience and specialized know-how
in their areas. The strategically important product companies for
clothing and footwear are currently wholly owned subsidiaries of
the Group. All product companies also serve as distributors in their
home markets, while in other markets distribution is handled by
locally strong independent distributors. Production is done outside
the Group, but otherwise WBM has its own operations at every
level from product development to consumer sales. This gives it the
best chances of ensuring the further development and correct
positioning of the Björn Borg brand.
Since it owns the Björn Borg brand as of December 2006,
WBM is responsible for ensuring appropriate trademark registration and protection.

The network’s value chain
Brand development
Development
Positioning
Exploitation
Brand

Product companies

Products
Range

Distributors

Distribution
Warehousing

Retailers

Chains
Department stores
Shops

Consumer

Production
WBM Group
Independent companies in the network
Companies outside the network
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Independent companies

Distributors

Another positive effect of the business model and the network’s
use of a number of independent distributors is that the competence
and local expertise of these enterprising entrepreneurs are put to
use. WBM’s partners in the network are established players with
extensive knowledge of their product areas and a strong foothold
in the local market. WBM’s relationship with many of the independent companies in the network stretches back many years.

Distribution is normally handled through distributors – usually companies outside the Group that know the regional market – which
are granted a license to use the trademark in the marketing and
sale of various products. All product companies are distributors of
their products in their home markets. The distributors sell and distribute the products to retailers by building the brand regionally using
their sales force. They are responsible for purchasing, sales support, inventories, regional marketing, media planning and training.
The challenge for distributors, in the face of growing competition,
is to establish and maintain their position as a supplier to independent retailers, which increasingly consist of chains and department
stores. Success factors include a high level of service to retailers in
the form of prompt deliveries of sought-after products, attractive
promotional materials and effective marketing activities.
Marketing and sales feedback from distributors to WBM and
the product companies is valuable information to develop and
fine-tune the collections and marketing activities. Distributors pay a
royalty to the WBM Group based on a percentage of their sales
to retailers. WBM owns the distribution companies for clothing
and footwear in the Swedish market, with sales to around 600
points of sale as well as Group-owned concept stores.

Product companies
The product companies, both Group-owned and independent, are
specialists in their respective product areas. They are responsible
for the design and development of the collections in all markets,
and position different products based on WBM’s guidelines. The
collections are displayed and sold to distributors in the various geographical markets for further sale to retailers. The product companies also play a supporting role for distributors and retailers.
The product companies for clothing and footwear are wholly
owned subsidiaries of the WBM Group. Production in both cases
is outsourced to Asia and Europe. High demands are placed on
quality and reliability relative to price, and the performance of suppliers is continuously evaluated. In production and logistics, WBM
tries to increase flexibility and efficiency, both factors that have
become more important in recent years in pace with the growing
need for a responsive supply chain and ability to adapt production
to shifts in fashion. WBM also looks for suppliers that can guarantee
its guidelines on working conditions and the environment are met.

Retailers
Björn Borg products are sold at the retail level through independent retailers (department stores, chains and independent stores)
and through Group-owned and franchised concept stores and factory outlets. This mix allows the brand to position itself in the upper
mid-price segment while still generating high sales volume.
Independent retailers
With a total of 3,800 points of sale across all markets, independent retailers represent an important interface with consumers.
Unlike WBM’s own concept stores, they sell Björn Borg products
in competition with other brands. It is critical to sales that distributors get Björn Borg products onto retailers’ shelves and displayed
in the right locations.

Sales from distributors to retailers
Factory outlets 5%
Concept stores 15%

Chains 35%

Department stores 20%
Independent specialists 25%

Concept stores are important to WBM as a marketing channel, brand builder
and contact point for consumers.
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Chains and department stores – some with shops-in-shops – are
becoming increasingly important points of sale for Björn Borg
products. This requires an efficient selling-in process and greater
exposure in areas with high customer turnover, rather than selling
to individual stores.
Independent specialty retailers have decreased in number and
now account for 25 percent of the total points of sale. Distributors
provide them with marketing and sales materials for in-store displays and local marketing activities to boost sales.
Concept stores
The concept stores are important to WBM as a marketing channel, brand builder and contact point for consumers. At the same
time, they are a valuable source of sales, currently accounting for
about 15 percent of total brand sales.
WBM’s guidelines serve as the basis of store layouts and displays to provide uniformity and convey a sense of recognition
among customers. In 2006, a new décor concept was introduced
in the new store in Malmö, and it is expected that the other concept stores will follow suit.
The concept stores are either wholly owned by WBM or franchised. WBM’s eight concept stores are located in Stockholm,
Gothenburg and Malmö. The 16 franchised concept stores are in
the Netherlands, Belgium and Norway.

Revenue model
The WBM Group’s sales include a number of different revenue
streams, which are generated at all levels of the chain from brand
management to consumer. These revenue streams can be divided
into the following categories:
1. Royalty revenue
In its capacity as owner and manager of the Björn Borg brand,
the WBM Group receives royalty revenue generated on wholesale sales by distributors and product companies to retailers,
which is calculated as a percentage of sales.
2. Product company revenue
Product companies for the clothing and footwear product areas
generate revenue for WBM from product sales to distributors.
3. Distribution company revenue
Distribution companies for the clothing and footwear product areas
generate revenue for WBM from product sales to retailers, including
franchisees in the network.
4. Concept store revenue
Concept stores generate revenue for WBM from product sales to
consumers.

Factory outlets
Factory outlets with large customer flows generate sales side-byside other brands at reduced prices while offering exposure to
partially new consumer groups. The network uses four factory outlets, two of which are operated by the WBM Group in Sweden.

Revenue and earnings business model
WBM

Product companies

Clothing

Distributors

Sweden

Retailers

WBM
concept stores

Footwear

Bags

Eyewear

Fragrances

Norway • Netherlands • Denmark • Belgium • Finland
Hungary • England • Germany • Switzerland

Franchised
concept stores

Other
retailers

Consolidated, wholly owned companies generating revenue and earnings.
Non-owned product companies and distributors whose sales generate royalty revenue for WBM.
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The Group’s business segments

The business segments

Net sales, SEK million

The WBM Group operates under the Björn Borg brand at every
level from product development to distribution and consumer sales
in its own concept stores. WBM reports sales for the following four
business segments: Brand and other, Product development, Distribution and Retail.

Business segment		

2006

2005

Brand and other 		

79.3

51.7

Product development 		204.6

79.6

Distribution		

134.8

96.5

Retail 		

42.3

31.6

Intra-Group sales 		

–136.3

–75.8

Group		

324.6

183.6

2006

2005

Operating profit, SEK million

Business segment		

Brand and other 		24.2	

1.1

Retail 		21.4

6.0

Intra-Group sales 		

13.3

8.9

Group		

81.9

31.3

WBM’s business segments
1. Brand and
other

WBM

2. Product
development

Clothing

3. Distribution

Sverige

4. Retail

WBM
concept stores

Footwear

Bags

Eyewear

• England • Germany • Switzerland

Other
retailers

Consolidated, wholly owned companies generating revenue and earnings.
Non-owned product companies and distributors whose sales generate royalty revenue for WBM.
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Fragrances

Norway • Netherlands • Denmark • Belgium • Finland • Hungary

Franchised
concept stores

15.1

Product development 		23.0

Brand and other

Distribution

Net sales in the Brand and other segment mainly consist of royalty
revenue. Invoicing of internal Group services is included as well.
Sales for Brand and other operations reached SEK 79 million
(52) during the year, an increase of 53 percent compared with
2005. The substantial increase is due to strong sales growth in the
network during the year. Operating profit rose to SEK 24 million
(15) as a result of the strong sales trend in the network.

Sales for the Distribution product segment are generated by the
Group-owned distribution companies for clothing and footwear in
the Swedish market, where WBM is the exclusive distributor in
these product areas.
Net sales in Distribution rose by 40 percent for the full-year
2006 to SEK 135 million (96). The increase is largely due to
substantially higher sales in the clothing product area. Men’s
underwear further strengthened a leading position and women’s
underwear reported an especially positive sales trend. The footwear product area also developed positively, growing in line with
the market. Operating profit for Distribution rose to SEK 21 million
(6), mainly due to increased sales.

Product development
Sales for the Product development business segment are generated by the Group-owned product companies for clothing and footwear, which have global responsibility for development, design
and production in these product areas.
Net sales in Product development rose by 157 percent to SEK
205 million (80) during the year. This significant growth is mainly
the result of substantially higher clothing exports. The Netherlands,
Denmark and Norway were the markets that increased the most,
although Sweden also noted strong growth. Operating profit rose
to SEK 23 million (1), largely due to volume gains.

Retail
WBM owns and operates eight concept stores in the Swedish
market, which sell clothing, footwear and bags. Sales for the Retail product segment are generated through the Group-owned
concept stores.
Net sales in Retail amounted to SEK 42 million (32) during the
year, up 33 percent. The increase for comparable stores was 24
percent. Operating profit increased to SEK 13 million (9), mainly
due to volume gains.

Business segments 2006
Share of net sales
Retail 10% (9)

Brand, etc. 16% (17)

Distribution 28% (42)
Product development 46% (32)
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Environment and corporate
social responsibility
WBM is a Swedish company operating in an international market. Taking responsibility for its impact on people and the environment is one of the Company’s core values and is crucial to cooperations in its network. WBM actively discharges its responsibility
by formulating supplier agreements containing requirements that
must be met by suppliers in a number of areas.
Requirements related to the environment and chemical substances in textiles follow the guidelines of the Textile Importers’
Association in Sweden and are based on Swedish legislation, EU
regulations (present and proposed) and various environmental
labeling programs. The agreements set the limits WBM requires its
suppliers to follow regarding chemical substances in their products. WBM verifies this by sending samples to outside textile and
leather laboratories.
WBM’s supplier agreements also include a code of conduct.
The guidelines in the code cover working conditions, child labor,
working hours and the right to union representation, with reference
to the conventions and regulations WBM uses as a basis. It is the
supplier’s responsibility to inform any subcontractors that these
rules are part of the terms of purchase. When an order is placed,
the supplier must provide a list of subcontractors (if not known to
WBM) and complete information about the production units.

Frequent inspections
WBM is entitled to check compliance with the code of conduct
any time it chooses, and frequent inspections are carried out at
suppliers’ premises by WBM’s personnel. In these inspections,
WBM also evaluates the factories’ production processes to improve safety for employees when necessary. During the year, a
number of visits were paid to stitching and dyeing units to ensure
proper operations and conditions. External inspections of a
number of underwear factories were conducted by the Company’s
agent as well.
WBM’s close, and in many cases longstanding, cooperations
with suppliers generally keeps it well informed about production environments. Principal suppliers are limited in number, which facilitates monitoring and follow-ups. When new suppliers are engaged,
thorough checks are made to determine that they meet the requirements specified in the terms and conditions.
For WBM, which is active in the textile and shoe industry with
external production in China, issues involving the environment and
social conditions are important to the organization and network.
WBM’s aim is to expand efforts in this area in the years ahead.

Employees
Employees’ competence, creativity and drive are important factors
behind the development of the brand and the Group, and are
seen as decisive to future success. Retaining employees and attracting new professionals to the organization is therefore considered a priority that management meets by building an open and
stimulating corporate culture where employees can grow and further develop in the organization.
WBM’s employees generally have extensive industry experience, including from large international fashion and retail companies. Continuous competence development is important for both
new hires and employees who have spent years with the Company. WBM is working to improve internal training and the ways
in which it keeps up with developments in the industry.
The compensation system currently used by the Company is
based on base salaries and an individual bonus system for key
employees, which pays out when individual targets are met. The
maximum bonus corresponds to three months’ salary.
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Incentive programs
To increase commitment to its development, WBM has established incentive programs based on warrants for all employees.
By offering them a personal, long-term stake, WBM hopes to encourage their interest in the business and its performance, while
increasing motivation and solidarity with the Company. For more
information on the incentive programs, see Note 7, page 41.

The organization in figures
The average number of employees in WBM was 52 (49) in
2006. Their average age was 33 years, and 73 percent were
female. At year-end, there were 64 employees
Sixteen percent of the Group’s employees have a post-secondary education, 14 percent of whom have an academic degree.
Average industry experience among employees is 10 years.
Employee turnover in 2006 was 2 percent (10) and sick leave
2.6 percent (5).

Footwear

Clothing

BJÖRN BORG’S FIVE PRODUCT AREAS

The brand’s largest product area comprises clothing, underwear and
swimwear, which is sold in nine European markets. Björn Borg underwear, currently the predominant product group, offers men’s and women’s products in a trendy, high-fashion range and a basics range with
classic models. The retailers are independent shops, chains, department
stores and Björn Borg concept stores.
The new lounge wear collection launched for the 2005 holiday season
received a positive response during the year. Women’s underwear, the
product group with the highest growth, offers great potential in both new
and mature markets.

The footwear product area offers fashion products and timeless classics
such as men’s and women’s casual shoes. Sales are dominated by leisure footwear, at approximately 55 percent, while the remainder consists of fashion footwear. The share of fashion footwear has increased in
recent years, a trend that is expected to continue as the focus shifts to the
international market.

Bags

The gloves and belts product groups launched in 2005 have continued
to develop positively, contributing to stable growth in bags. Efforts to
develop the product range in line with the brand’s overall guidelines
continued during the year with the aim of elevating the collections in
terms of quality and price.

Björn Borg eyeglass frames belong to the trendy segment of the market.
Eyewear, like footwear and bags, are hot fashion accessories that are
frequently replaced by consumers. Frames are sold to retailers through
the licensee’s distribution organization.

Eyewear

Finland 1% Belgium 1%
Netherlands 38%

Norway 18%

Denmark 18%
Sweden 24%

Brand sales 2006
Footwear
Finland 3% Denmark 2%
Norway 12%
Sweden 83%

It is WBM’s intention to expand footwear operations internationally and
increase sales in markets outside Sweden. The work to adapt the organization and collections for launch in more markets continued during
the year.

The bags product range falls under the fashion/trend segment. Retailers
include luggage shops, sports shops, chains and Björn Borg concept
stores.

Fragrances

Brand sales 2006
Clothing

In 2006, the range was expanded and efforts were made to further
strengthen the collection. A new design office was opened in Italy as
part of this work. At the same time, distribution was broadened during
the year, especially in the Netherlands, with positive results. In 2007,
the sunglass range was broadened, opening opportunities to branch out
from opticians to other retail outlets such as clothing stores and Björn
Borg concept stores.

The fragrances product area offers a range of men’s products under the
name Björn Borg Off Course. Sales of fragrances to consumers are
made in large Swedish chains and department stores such as Åhléns,
NK and Kicks, as well as through independent retailers and Björn Borg
concept stores.
A new fragrance line, Advantage, will be launched in spring 2007,
marking the first time Björn Borg will offer a women’s perfume. To further
enhance the product area, the focus is also on broadening the customer
base at retail level and expanding to new markets.

Brand sales 2006
Bags
Other 8%
Finland 9%

Sweden 34%

Denmark 10%
Norway 11%

Netherlands 28%

Brand sales 2006
Eyewear
Netherlands 6% Other 2%
Denmark 9%
Norway 9%

Sweden 60%

Finland 14%

Brand sales 2006
Fragrances
Norway 1%

Sweden 99%

Brand sales for clothing rose by 136 percent to SEK
1,090 million during the year. All markets reported
positive sales trends. Norway achieved the strongest
growth at slightly over 200 percent. Growth in the
Netherlands and Denmark was 183 and 152 percent, respectively, while in Sweden sales rose 56
percent. Underwear accounted for approximately
78 percent of product area sales.

Share of brand sales
2006

Trend in brand sales
2004–2006

Clothing 78%

900
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600

300

300

Share of brand sales
2006

Footwear 9%

1,200

900

0

Brand sales in the footwear product area amounted
to SEK 128 million during the year, an increase of 4
percent compared with 2005. All markets reported
positive sales growth. In Sweden, the principal market, growth was 12 percent.
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Brand sales in the bags product area amounted to
SEK 120 million during the year, an increase of 13
percent. In geographical terms, bags sales are more
evenly distributed than other product areas. The two
largest markets, Sweden and the Netherlands, reported growth of 18 and 33 percent, respectively.
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Bags 9%
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Fragrances 1%
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Brand sales in the fragrances product area rose by 8
percent to SEK 20 million in 2006. Sweden is the
principal market for the fragrances product area.
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Sales in the eyewear product area grew strongly to
SEK 46 million, an increase of 28 percent. All markets reported positive sales trends, with the highest
increases in Finland, Denmark and the Netherlands.
Sweden currently accounts for approximately 60 percent of eyewear sales.
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Income statement
Net sales

324,555

183,639

121,649

114,527

109,957

Operating profit

81,864

31,275

12,149

10,673

4,839

Profit after financial items

81,400

32,856

14,368

12,710

5,187

Profit for the year

58,485

23,499

10,069

9,337

5,057

Intangible assets 	202,426

13,944

13,944

1,322	

1,562

Balance sheet
Tangible non-current assets
Financial non-current assets

6,331	2,068	2,431
45

45

3,110	2,484

1,296

4,950

5,259

Inventories, etc. 	22,036

15,716	21,087

15,554

12,363

Current receivables

58,194

33,772	23,348

19,315

16,548

Cash & cash equivalents

59,544

58,080

39,571

7,073

6,248

Total assets

348,576

123,625

101,677

51,324

44,464

Equity

58,944	27,444

18,108

138,054

82,851

Non-current liabilities (interest-bearing)

95,465

–

–

–

Other non-current liabilities (non-interest-bearing)

17,141	2,794

6,000

–

–

Current liabilities (interest-bearing)

10,000

4,000

5,293

3,749

Other current liabilities
Total equity and liabilities

–

–

87,916

37,980

32,733

348,576

123,625

101,677

18,587	22,607
51,324

44,464

Key figures
Gross profit margin, %

52.2	

51.6

49.4

41.4

Operating margin, % 	25.2	

50.7

17.0

10.0

9.3

4.4

Profit margin, % 	25.1

17.9

11.8

11.1

4.7

Equity/assets ratio, %

39.6

67.0

58.0

53.5

40.7

Return on capital employed, %

48.6

42.7

30.4

49.8	28.8

Return on average equity, %

53.0

33.1	23.3

41.0

32.5

–0.5

–0.1

–0.1
9.8

Net debt/equity ratio, multiple

0.3

–0.7

Interest coverage ratio, multiple

30.4

198.9

14.2	

15.3

52	

49

42	

36

35

5,542	

728

650

1,890

1,300

188,531

–

–

–

–

Earnings per share, SEK

10.19

4.11

1.84

–

–

Earnings per share, SEK (after full dilution)

10.14

4.09

1.84

–

–

Number of shares

5,801,844

5,724,144

5,724,144

–

–

Weighted average number of shares

5,738,519

5,724,144

5,724,144

–

–

31,881	22,464

0.00

–

–

5,724,144

–

–

Number of employees
Investments in tangible non-current assets
Investments in intangible non-current assets
Data per share

Effect of dilution

Weighted average number of shares (after full dilution) 5,770,400
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5,746,608

1

T he years 2005 and 2006 are prepared according to IFRS. The remaining years are according to the Annual Accounts Act and the Swedish Accounting Standards Board. In restating to IFRS for
2005, goodwill amortization of SEK 1,556,000 has been reversed.

2

P ro forma accounts have been prepared as if the acquisition of the WBM Group by the Parent Company, WBM AB, had taken place on January 1, 2004 and the issue in kind whereby the
acquisition was implemented had taken place on the same date. A pro forma balance sheet and income statement have been prepared to illustrate the WBM Group’s financial development and
position and are not intended to show the actual position or results of the WBM Group had the Group been established other than at the end of the second quarter 2004.

3

The years 2002–2003 refer to actual results for WBM Group. The WBM Brands Group in its entirety is similar to the current WBM Group excluding Scandinavian Footwear AB.

Quarterly data

Q1

Q2

Q3

Q4

Q1

Q2

Q3

Q4

SEK thousands

2005

2005

2005

2005

2006

2006

2006

2006

Brand sales1

198,460

121,883	219,378	206,898	292,643	217,998

409,305

Net sales

47,651	28,658

Gross profit margin. %

49.2	

Operating profit

7,787

Operating margin. %
Profit after financial items

56,083

51,247

74,209

56.0

46.7

58.7

48.3

1,176

9,573

12,739

15,005

16.3

4.1

7,844

1,659

17.1	24.9	20.2	
9,731

13,622	

48,368
56.8

93,442	

483,273
108,537

46.9

52.8

7,874	23,991

34,994

16.3	25.7

32.2

15,098

8,145	24,010

34,147

Profit margin. %

15.6

4.4

16.7	25.8	20.3

16.8	25.7

31.5

Earnings per share, SEK2

0.97

0.23

1.22	

1.69

1.89

1.05

3.01

4.22

Earnings per share after dilution, SEK3

0.97

0.23

1.22	

1.67

1.88

1.04	2.96

4.15

15

16

17

17

17

18	21

24

6

6

6

6

6

Number of stores at end of period
of which own stores
1
2
3

6

7

8

Estimated total sales of Björn Borg products at the consumer level including VAT. based on reported wholesale sales.
Earnings per share in relation to the weighted average number of shares during the period (comparison year restated after split).
Earnings per share adjusted for any dilution effect (comparison year restated after split).

Seasonal variations
The WBM Group is active in an industry with seasonal variations.
The different quarters vary in terms of sales and earnings. With the
current product mix, the second quarter is generally the weakest
profit-wise.
Net sales and operating profit by quarter
SEK m

SEK m

120

120

100

100

80

80

60

60

40

40

20

20

0

03 04 05 06

03 04 05 06

03 04 05 06

Q1
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Q3

Net sales

03 04 05 06

0

Q4
Operating profit
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Board of Directors’ report

The Board of Directors and the President of Worldwide
Brand Management AB (publ), company registration number
556658-0683, herewith present the annual report and consolidated financial statements for the financial year 2006.
Worldwide Brand Management AB is hereinafter referred to as
WBM AB, and in cases that refer to the Group as WBM or the
WBM Group.

Operations
Worldwide Brand Management, WBM, owns the Björn Borg
trademark and currently has operations in the five product areas:
clothing, footwear, bags, eyewear and fragrances. Björn Borg
products are sold in ten European markets, the largest of which
are Sweden and the Netherlands. Operations are conducted
through a network of product and distribution companies which
are either formally part of the Group or independent companies
with licenses for product groups and geographical markets. The
WBM Group has its own operations at every level from branding
to consumer sales in its own concept stores. WBM’s business
model allows geographical and product expansion with minimal
operational risk and capital investment, at the same time that
control over the brand rests with the Company.

Important events
Acquisition of Björn Borg trademark
On December 7, 2006, WBM acquired the global rights to the
Björn Borg registered trademark, obtaining exclusive rights to the
brand for all product groups and services. The purchase price
was SEK 124 million, in addition to a supplementary purchase
price in the next ten years comprising a fixed portion and a contingent portion. The fixed portion is SEK 7.8 million annually,
while the contingent portion is equal to 1.5-2 percent of WBM’s
brand sales after deducting the fixed portion. Previously, WBM
paid a royalty to use the trademark. The acquisition of the trademark has been financed in part with the Group’s own resources
and in part through loans of SEK 50 million.
The acquisition gives the Group a better opportunity to act
aggressively in the international fashion scene and achieve its vision to consolidate Björn Borg as a global fashion brand. Ownership rights to the trademark give WBM exclusive control over the
brand’s development, improving prospects of greater security and
stability for the WBM Group as well as distributors and franchisees. At the same time, the acquisition means that the value
created through WBM’s global branding can fully benefit shareholders.
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New markets
In 2006, WBM signed agreements with distributors in three new
markets: England, Germany and Switzerland. Expansion to these
markets has had a limited impact on the Group’s revenue and
earnings for 2006, but is expected to gradually have more of an
effect in 2007.
New stores
In 2006, WBM opened two new concept stores, one in Stockholm
and one in Malmö. Moreover, the Dutch franchisee opened four
new concept stores and the Norwegian distributor opened one.

Net sales
The Group’s net sales for the full year amounted to SEK 324.6 million (183.6), an increase of 77 percent. The increase was mainly
due to strong sales in the clothing product area in all markets.

Profit
The gross profit margin was 50.7 percent (52.2). Operating
profit amounted to SEK 81.9 million (31.3). The operating margin
improved during the year from 17.0 percent to 25.2 percent, and
the profit margin rose to 25.1 percent (17.9)
Profit after net financial items amounted to SEK 81.4 million
(32.9) during the year, an increase of 148 percent. The improvement is largely due to increased sales, at the same time that expenses
as a percentage of net sales decreased to 25.5 percent (35.1).
The number of shares outstanding as of December 31, 2006
was 5,801,844. WBM’s earnings per share amounted to SEK
10.19 (4.11) for the full year. Earnings per share after the exercise of the outstanding warrants amounted to SEK 10.14 (4.09).

Condensed income statement
Net sales, SEK thousands
Operating profit, SEK thousands

2006

2005

324,555

183,639

81,864

31,275

Operating margin, % 	25.2	

17.0

Profit after financial items, SEK thousands

81,400

32,856

Profit for the year, SEK thousands

58,485	23,499

Earnings per share, SEK

10.19

4.11

Earnings per share, SEK (after full dilution)

10.14

4.09

Investments and cash flow
Total investments in tangible and intangible non-current assets in
2006 amounted to SEK 194.0 million (0.7), of which SEK 187.5
million is due to the acquisition of the Björn Borg trademark.
Cash flow from operating activities amounted to SEK 68.5
million (28.8) in 2006. The change in working capital is largely
attributable to increases in inventories and accounts receivable
arising from strong sales growth. The change in investing and financing activities is largely attributable to the acquisition of the
Björn Borg trademark, of which SEK 107 million was paid in
2006, as well as to new stores and the dividend. The increase in
cash & cash equivalents amounted to SEK 1.5 million (18.5) for
the full year.

Financial position and liquidity
The WBM Group’s cash & cash equivalents amounted to SEK
59.5 million (58.1) at year-end. Due to the acquisition of the Björn
Borg trademark, a loan of SEK 50 million was raised. The loan
expires in five years and is amortized by SEK 10 million annually.
The equity/assets ratio was 39.6 percent (67.0). The WBM
Group also has unutilized bank overdraft facilities of SEK 90 million from Den Danske Bank.

Personnel
Employees’ competence, creativity and drive are important factors
behind the development of the brand and the Group, and are seen
as decisive to future success. Retaining employees and attracting
new professionals to the organization is therefore a priority for
management.
The compensation system currently used by the Company is
based on base salaries and an individual bonus system for key
employees, which pays out when individual targets are met. The
maximum bonus corresponds to three months’ salary. In addition,
WBM has established an incentive program based on warrants
for all employees.
The average number of employees was 52 (49) for the full
year. The number of employees at year-end was 64.
Twenty-seven percent of employees are men and 73 percent
women.

Environment and corporate social responsibility
Taking responsibility for its impact on people and the environment
is one of the Company’s core values and is crucial to cooperations in its network. WBM actively discharges its responsibility by
formulating supplier agreements containing requirements that must
be met by suppliers in a number of areas.
Requirements related to the environment and chemical substances in textiles follow the guidelines of the Textile Importers’
Association in Sweden and are based on Swedish legislation, EU
regulations (present and proposed) and various environmental labeling programs. The agreements set the limits WBM requires its
suppliers to follow regarding chemical substances in their products. WBM verifies this by sending samples to outside textile and
leather laboratories.
WBM’s supplier agreements also include a code of conduct. The
guidelines in the code cover working conditions, child labor, working

hours and the right to union representation, with reference to the
conventions and regulations WBM uses as a basis. WBM is entitled
to check compliance with the code of conduct any time it chooses,
and frequent inspections are carried out at suppliers’ premises by
WBM’s personnel. External inspections of a number of underwear
factories were conducted by the Company’s agent as well.

Risks, uncertainties and risk management
WBM’s operations and financial performance are affected by a
number of internal and external operating and financial risks. See
Note 3 on financial risks.

Operating risks
Protecting the Björn Borg trademark
The Björn Borg trademark is crucial to WBM’s position and success. Illegal copying of the trademark and distribution of pirated
copies damage the Björn Borg brand and reputational capital
and WBM’s profitability. As the Björn Borg brand has become
stronger and sales of its products have increased, the Company
has also noted an increase in pirated copies of its products. The
opportunity to expand to new markets could also be affected, for
example, if a third party in a country has registered a trademark
similar to Björn Borg. WBM works continuously with trademark
protection. There are no guarantees, however, that the measures
WBM takes to protect the Björn Borg trademark are sufficient. The
Björn Borg trademark is furthermore associated with Björn Borg
the person. The trademark’s position is therefore dependent to
some degree on whether Björn Borg himself is associated with the
ideals in the brand’s platform.
Fashion trends
WBM’s operations are affected by shifts in trends and fashions
and consumer preferences with regard to design, quality and
price. Positioning relative to various competitors’ products is critical. There is generally a positive connection between fashion
level and business risk, with higher fashion implying a shorter
product life cycle and higher business risk. Sudden changes in
fashion trends may reduce sales for some collections.
Cyclicality
Like the retail sector in general, the sale of Björn Borg products is
affected by changes in economic conditions. A growing economy
has a positive effect on household finances, which is reflected in
spending patterns. A downturn in the economy has the opposite
effect.
Market risks
WBM is active in the highly competitive fashion industry. The
Company’s aim is to consolidate Björn Borg as the leading brand
in the upper mid-price range. Its competitors control national and
international brands, often focusing on the same markets. They
often have substantial financial and human resources. While
WBM has so far managed to hold its own in competition with
other players, there are no guarantees it will be able to continue
to compete with current and future brands.

27

Form of association, etc.

Outlook for 2007

Worldwide Brand Management AB (publ) was formed on February
20, 2004 and recorded in the register of companies on March
19, 2004. The Company’s form of association is governed by the
Swedish Companies Act (1975:1385). The domicile of the Board
of Directors is Stockholm municipality. The Company’s registration
number is 556658–0683.

It is the Company’s policy not to issue earnings forecasts.

Events after balance sheet date
On February 21, 2007, the Board of Directors decided, with the
support of the authorization of the Annual General Meeting on
May 4, 2006, to issue 278,552 shares to SEB funds and Swedbank Robur funds, corresponding to approximately 4.6 percent of
the total number of shares after the issue. The issue, with a subscription price of SEK 359 per share, increased the Company’s share
capital by SEK 348,190 to SEK 7,600,495. The new issue provides the Company total proceeds of SEK 100,000,168. The
shares carry the right to dividends as of the financial year 2006.

Nomination Committee
The Annual General Meeting of WBM’s shareholders on May 4,
2006 decided to appoint a Nomination Committee consisting of
the Chairman of the Board and representatives of the two largest
shareholders. Based on shareholder information obtained from the
central securities depository, VPC, a Nomination Committee comprising Martin Bjäringer (Nomination Committee Chairman), Fredrik Lövstedt (Chairman of the Board) and Mats H Nilsson was
appointed. The Nomination Committee’s proposals for Board
candidates will be announced in the notice of the Annual General
Meeting.

Transition to International Financial Reporting Standards (IFRS)
WBM has decided to adopt IFRS effective January 1, 2006. This
transition has had a very limited effect on the Company’s results of
operations and financial position. See Note 27 for a further description.

Share split
The Board proposes that the Annual General Meeting approve a
share split of four (4) new shares for every one (1) old share in the
Company. The total number of shares after the split would be
23,207,376.

Name change
The Board proposes to the Annual General Meeting that the Parent Company, Worldwide Brand Management AB, change its
name to Björn Borg AB.

Stock market listing
The Board proposes that the Company apply for a listing on
Stockholmsbörsen in 2007.
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Parent Company
The Parent Company, Worldwide Brand Management AB (publ),
is mainly engaged in intra-Group activities. The Company also
owns 100 percent of the shares in Björn Borg Brands AB and
Björn Borg Footwear Holding AB. The Parent Company’s net
sales for the full year 2006 amounted to SEK 29.2 million (19.1)
and largely related to intra-Group activities. Profit after net financial items amounted to SEK 1.2 million (12.8).

Proposed distribution of profit
The Board and the President propose that the unappropriated
profit of SEK 31,173,637 be allocated as follows:
Retained earnings
Profit for the year

30,476,472
697,166
31,173,638

The Board proposes that a dividend of
SEK 3.00 per share be paid to shareholders
Carried forward

18,241,189
12,932,449
31,173,638

Based on the above and other information it has received, the
Board has considered all aspects of the financial position of the
Parent Company and the Group and concluded that the dividend
is justifiable in view of the requirements which the nature, scope
and risks of the Company’s operations place on the size of the
Company’s and Group’s equity, as well as their consolidation
needs, liquidity and financial position in other respects.

Income statements

Group
SEK thousands 		

Note
Net sales

Parent Company

IFRS

IFRS

SCA

SCA

2006

2005

2006

2005
19,051

4, 5

324,555

183,639

29,217

Cost of goods sold 	26

–160,068

–87,837

–4,280

–2,421

Gross profit 		

164,487

95,802

24,937

16,630

–15,320

–10,498

Distribution expenses 		

–52,024

–40,081

Administrative expenses 		

–22,388

–17,429

Development expenses		

–8,211

Operating profit

81,864

Interest income and similar income

4, 6, 7, 8, 9, 10, 11

–4,038

–7,017

–2,357

–1,615

31,275

1,368

479

970

12,452

Interest expenses 		

–2,766

–161

–1,140

–99

Profit after financial items 		

81,400

32,856

1,198

12,832

Appropriations

16	2,302	

–5,892	

1,742	

12	

–

–

–

–5,955

Profit before tax 		

81,400

32,856

1,198

6,877

–22,915

–9,357

–500

1,453

58,485

23,499

697

8,330

58,485	23,499

697

8,330

Tax on profit for the year

13

Profit for the year
of which attributable to Parent Company’s shareholders		
Earnings per share, SEK	25

10.19

4.11

–

–

Earnings per share, SEK (after full dilution)	25

10.14

4.09

–

–
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Balance sheets

Group
SEK thousands 		

Note

IFRS

Parent Company
IFRS

Dec. 31, 2006 Dec. 31, 2005

SCA

SCA

Dec. 31, 2006 Dec. 31, 2005

Assets
Non-current assets
Intangible assets

14

Goodwill		

13,944

Trademarks		

187,532	

13,944

–

–

–		

Other intangible non-current assets		

950

–

–

–

		

202,426

13,944

–

–

Tangible non-current assets

15			

Property, plant and equipment 		

6,331	2,068

465	286

		

6,331

465

2,068

286

Financial non-current assets 					
Shares in Group companies

16

–

–

54,497

Shares in associates

17

45

45

–

54,497
–

		

45

45

54,497

54,497

Total non-current assets 		

208,802

16,057

54,962

54,783

18	22,036

15,716

–

–

15,716

–

–

Current assets
Inventories
Trading book

		

22,036

Current receivables
Accounts receivable

19

Due from Group companies 		
Other current receivables 		

42,656	24,431
–
4,543

–
3,452	

343
115,402	

362
44,074

–

8

Prepaid expenses and accrued income 	20

10,995

5,889

826

343

		

58,194

33,772

116,571

44,787

Cash and bank balances		

59,544

58,080

36,167

45,036

		

59,544

58,080

36,167

45,036

Total current assets 		

139,774

107,568

152,738

89,823

Total assets

348,576

123,625

207,701

144,606

Cash & cash equivalents
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Group
SEK thousands 		

Note

IFRS

Parent Company
IFRS

Dec. 31, 2006 Dec. 31, 2005

SCA

SCA

Dec. 31, 2006 Dec. 31, 2005

Total equity and liabilities
Equity
		
Share capital 		

Restricted equity
7,252	

7,155

7,252	

7,155

Other paid-in capital		

49,027

45,250

–

–

Share premium reserve		

–

–

46,817

44,844

54,069

51,999

		

		

Unrestricted equity
Retained earnings according to IFRS		

81,775

30,446

–

–

Retained earnings		

–

–

30,476

30,588

Profit for the year 		

–

–

		
of which attributable to Parent Company’s shareholders		
Total equity

		

697

8,330

31,174

38,918

138,054

82,851

85,243

90,917

138,054

82,851

85,243

90,917

				
Untaxed reserves

12	

–

–

5,955

5,955

Liabilities to credit institutions 	21

40,000

–

40,000

–

Deferred tax liabilities

17,141	2,794

–

–

Other non-current liabilities 	21

55,465

–

–

–

		

112,606

2,794

40,000

–

10,000

–

10,000

–

Accounts payable		20,691

12,206

Non-current liabilities
13

Current liabilities
Due to credit institutions 	21
Due to Group companies 		

3,885	2,204

–

–

51,961

35,494

13,206

7,223

5,151

5,002

Other current liabilities 	21	29,459

3,844

1,618

1,115

Provisions	22	2,900

1,900

–

1,900

Accrued expenses and deferred income 	23	21,660

12,807

		

97,916

37,980

76,504

47,734

210,522

40,774

116,504

47,734

123,625

207,701

144,606

18,000

40,216

–

1,900

–

–

Current tax payable

13

Total liabilities

3,889	2,019

				
Total equity and liabilities

348,576

Memorandum items
Pledged assets 	24

78,152	

Contingent liabilities 	24	2,018

31

Changes in equity

Group		

Share
capital*

Other paid-in
capital

Retained
earnings

Total
equity

Opening balance, January 1, 2005		

6,824

45,174

6,947

58,945

Revenue and expenses for the year recognized directly in equity		

–

–

–

–

Profit for the year		

–

–	23,499	23,499

Total revenue and expenses for the year		

–

–

23,499

23,499

Option premium paid		

–

407

–

407

Issue in kind		

331

–331

–

–

Closing balance, December 31, 2005		

7,155

45,250

30,446

82,851

Revenue and expenses for the year recognized directly in equity		

–

–

–

–

Profit for the year		

–

–

58,485

58,485

58,485

58,485

SEK thousands

Total revenue and expenses for the year		

–

–

New share issue		

97

1,973

Option premium paid		

–

1,804

–

1,804

Dividend		

–

–

–7,155

–7,155

Closing balance, December 31, 2006		

7,252

49,027

81,775

138,054

Parent Company		

Share
capital*

Restricted
equity

Retained
earnings

Totalt
equity

Opening balance, January 1, 2005		

6,824

45,175

9,191

61,190

Issue in kind		

331

–331

–

–

Group contributions		

–

–	29,718	29,718

Tax effect of Group contributions		

–

–

–8,321

Profit for the year		

–

–

8,330

8,330

Closing balance, December 31, 2005		

7,155

44,844

38,918

90,917

–7,155

–7,155

SEK thousands

–	2,070

–8,321

Dividend paid		

–

–

New share issue		

97

1,973

Group contributions		

–

–

–1,787

–1,787

Tax effect of Group contributions		

–

–

501

501

Profit for the year		

–

–

697

697

Closing balance, December 31, 2006		

7,252

46,817

31,174

85,243

Number

Number of

Quota value,

of votes

shares

SEK 000

1,431,036

1,431,036

7,155,180
7,155,180

*Number of shares			
Opening balance, January 1, 2005			

–	2,070

Closing balance, December 31, 2005			

1,431,036

1,431,036

Increase in number of shares due to 4-for-1 split			

4,293,108

4,293,108

–

Exercise of warrants			

77,700

77,700

97,125

Closing balance, December 31, 2006			

5,801,844

5,801,844

7,252,305

All shares are common shares and all are fully paid-in. No shares are reserved for transfer according to option agreements or other agreements.
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Cash flow statements

Group
SEK thousands 		

Note

Parent Company

IFRS

IFRS

SCA

SCA

2006

2005

2006

2005

Operating activities
Profit for the year 		

58,485	23,499

Income tax expensed in income statement		22,915
Financial expenses and income recognized through profit or loss
Amortization/depreciation of intangible/tangible non-current assets

464
1,328

697

8,330

9,357

500

–1,453

–1,581

170

–195

1,055	223

137

Appropriations		

–

–

–

5,985

		

83,192

32,330

1,591

12,804

Changes in working capital
Change in inventories 		

–6,320

5,371

–

–

Change in accounts receivable		

–18,225

–10,451

19

–362

–6,197	28

–71,804

–12,899

Change in accounts payable		

Change in other receivables 		

8,484

–2,850

1,680

–1,792

Change in provisions		

1,000

1,900

–1,900

Change in other current liabilities 		

9,618

4,158

17,032	

37,337

		

–11,640

–1,844

54,973

24,184

Interest paid		

–2,766

–161

–1,140

–99

Interest received		2,302	

1 742	

1,900

970	202

Taxes paid		

–2,585

–3,288

–

–7

Cash flow from operating activities 		

68,503

28,779

53,382

36,988

Investing activities
Acquisition of intangible assets

14

Acquisition of tangible non-current assets

15

–108,267
–5,542	

–
–728

–
–402	

–
–423

Sale of tangible non-current assets		

51

50

–

–

Cash flows from investing activities 		

–113,758

–678

–402

–423

Financing activities
Loan proceeds		

50,000

–

50,000

–

Repayment of loans		

–

–10,000

–

–10,000

–	2,070

–

New share issue 		2,070
Paid-in and received option premiums from employees		

1,804

408

–

–

Dividend		

–7,155

–

–7,155

–

Cash flow from financing activities 		

46,719

–9,592

44,915

–10,000

					
Cash flow for the year

1,464

18,509

–8,869

26,565

Cash & cash equivalents at beginning of year 		

58,080

39,571

45,036

18,471

Cash & cash equivalents at year-end 		

59,544

58,080

36,167

45,036

Increase/decrease in cash & cash equivalents		

1,464

18,509

–8,869	26,565
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Supplementary information

Note 1 • Accounting principles
General
Worldwide Brand Management – WBM – owns the Björn Borg trademark and currently has operations in five product areas: clothing, footwear, bags, eyewear and fragrances. Björn Borg products are sold
in ten European markets, the largest of which are Sweden and the
Netherlands. Operations are conducted through a network of product
and distribution companies which are either part of the Group or independent companies with licenses for product areas and geographical
markets. The WBM Group has its own operations at every level from
brand development to consumer sales in its own concept stores.
The Parent Company operates as a limited liability company with
its registered address in Stockholm. The address of the head office is
Stadsgården 10, Box 15415, SE-104 65 Stockholm, Sweden. The
Parent Company’s share is listed on First North. A list of the largest
individual shareholders as of December 31, 2006 is provided on
page 51 of this annual report.

Accounting and valuation principles
The consolidated financial statements have been prepared in accordance with the International Financial Reporting Standards (IFRS)
approved by the EU and the interpretations of the International Financial Reporting Interpretations Committee (IFRIC) as of December
31, 2006. The consolidated financial statements are also covered
by IFRS 1 First-time Adoption of IFRS, since these are the Company’s
first consolidated financial statements prepared according to IFRS. The
transition date for reporting according to IFRS is January 1, 2005,
which means that comparable figures for 2005 are restated according to the new principles. Moreover, the Group is applying the Swedish Financial Accounting Standards Council’s recommendation RR 30
Supplementary Accounting Regulations for Groups, which specifies
the supplements to IFRS disclosures required according to the provisions of the Annual Accounts Act. For a detailed description of the
transition to IFRS, see Note 27.
The Parent Company’s functional currency is Swedish krona, which
is also the Group’s reporting currency.
The Parent Company applies the same accounting principles with
the exceptions and supplements stipulated in the Swedish Financial Accounting Standards Council’s recommendation RR 32 Accounting for
Legal Entities. The accounting principles for the Parent Company are described in the section “The Parent Company’s accounting principles.”
All amounts are stated in SEK thousands unless otherwise specified.
The Group’s critical accounting principles are described below.

New standards and interpretations applied as of 2007
In 2005, the International Accounting Standards Board (IASB) issued
IFRS 7 Financial Instruments: Disclosures. IFRS 7 has been adopted by
the EU and will be applied as of 2007. IASB also issued a new standard in 2006, IFRS 8 Operating Segments, which replaces the current
standard on segment reporting (IAS 14). IFRS 8 has not been adopted
by the EU, but is expected to be applied as of 2009.

During the year, IFRIC issued the interpretations IFRIC 8 Scope of IFRS 2,
IFRIC 9 Reassessment of Embedded Derivatives, IFRIC 10 Interim Financial
Reporting and Impairment, IFRIC 11 IFRS 2 Group and Treasury Share
Transactions, and IFRIC 12 Service Concession Arrangements. IFRIC 8
and IFRIC 9 have been adopted by the EU and, like IFRIC 10, will be
applied as of 2007. IFRIC 11 and 12 will be applied as of 2008.
None of the new standards or interpretations above is expected to
affect WBM’s reported results of operations or financial position, but
will affect disclosure requirements in future financial reports.

Consolidation
The consolidated financial statements include the Parent Company and
all entities over which the Parent Company has a decisive influence.
These are companies in which WBM has the right to direct financial
and operational strategies, generally through a shareholding of more
than 50 percent of the capital and votes. The existence and effect of
potential voting rights which are currently exercisable or convertible
are considered when assessing whether the Group controls another
entity. Subsidiaries are fully consolidated from the date on which decisive influence is obtained and are no longer consolidated from the
date on which decisive influence ceases.
The consolidated accounts have been prepared according to the
acquisition method, which means that the carrying amount of the Parent Company’s shares in subsidiaries is eliminated against equity,
including the portion of untaxed reserves in each Group company.
Accounting principles of subsidiaries are adjusted where necessary
to ensure consistency with the principles applied by other Group entities. All inter-company transactions and balances are eliminated in
the preparation of the consolidated financial statements. Unrealized
losses are also eliminated unless the transaction provides evidence
of impairment.

Associates
Associates are companies in which the Group holds at least 20 and
not more than 50 percent of the votes or where the Group otherwise
can exercise a significant influence. A significant influence means that
the owner can participate in decisions concerning a company’s financial and operational strategies, but does not allow it to decide on
these strategies.
Associates are reported according to the equity method. Holdings
in associates are initially recognized at cost. The carrying amount includes any goodwill. The equity method means that the Group’s share
of any profit generated by the associate after acquisition is recognized
through profit or loss. Cumulative changes subsequent to acquisition
are recognized as a change in the holding’s carrying amount.
Unrealized gains and losses on transactions between an associate
and the Parent Company are eliminated in proportion to the Group’s
holding in the associate.
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Note 1 cont.

Translation of foreign currency transactions

Employee benefits

Transactions in foreign currency are translated to Swedish krona at the
exchange rate on the transaction date. Monetary items (assets and
liabilities) in foreign currency are translated to Swedish krona at the
balance date exchange rate. Exchange gains and losses that arise on
such translations are recognized through profit or loss as other operating income and/or other operating expenses.

The Group has only defined contribution pension plans. A defined
contribution plan is a pension plan where the Group pays fixed premiums to a separate legal entity. After it has paid the premium, WBM
has no further obligation to the Group’s employees. The fees are re
cognized as staff costs in the period to which the fees relate.
Premiums received from employees for stock options in issue have
been recognized as an increase in equity. If the Group receives
market-rate consideration from employees for equity instruments in issue, no expense is recognized through profit or loss.
Termination benefits are payable when employment is terminated
before the normal retirement date or when an employee accepts voluntary redundancy. The Group recognizes a liability and an expense in
connection with a termination when WBM is demonstrably committed
to terminating employment before the normal retirement date or providing termination benefits as the result of an offer made to encourage
voluntary redundancy.
WBM recognizes a liability and an expense for bonuses when
there is a legal or constructive obligation to pay such bonuses to employees as a result of past practice.

Revenue recognition
Revenue comprises the fair value of goods and services sold, net of
value-added tax, rebates and discounts and after eliminating intraGroup sales. Revenue is recognized as follows:
Sales of goods are recognized when a product is delivered to the
customer and the transfer of the risks of ownership coincides with the
delivery (see points 2–4 below).

WBM’s revenue is classified into four separate categories:
1. Royalty revenue
Royalty revenue is generated through wholesale sales of Björn Borg
products by distributors (WBM and independent) to retailers, and is
calculated as a percentage of these sales. Royalties are recognized
through profit or loss at the same time as the distributor’s wholesale sale.

2. Product company revenue
Product companies for the clothing and footwear product areas generate revenue for WBM from product sales to distributors.

3. Distribution company revenue
Distribution companies for the clothing and footwear product areas
generate revenue for WBM from product sales to retailers.

4. Concept store revenue
Concept stores generate revenue for WBM from product sales to consumers.
Interest income is recognized as interest accrues using the effective
interest method.

Leasing
In a finance lease, the economic risks and benefits associated with
ownership of an asset are transferred in all essential respects from lessor to lessee. Other leases are classified as operating.

The Group as lessee
Assets held according to finance leases are recognized as non-current
assets in the consolidated balance sheet at fair value at the start of the
lease term or at the present value of the minimum lease fees, whichever
is lower. The corresponding liability is carried in the balance sheet as
a liability to the lessor. Lease payments are distributed between interest
and principal. Interest is distributed over the lease term so that every
reporting period is charged with an amount corresponding to a fixed
interest rate on the recognized liability for each period. Depreciation
of financially leased assets is carried for owned assets, with the exception of lease assets where it is not likely WBM will redeem the asset in
question. In such cases, the asset is depreciated over its period of use
and the lease term, whichever is shorter, taking into account residual
values at the conclusion of each period.
Lease fees paid for operating leases are expensed on a straight-line
basis over the lease term unless another systematic approach better
reflects WBM’s use of the leased asset.
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Taxes
The Group’s total tax expense consists of current tax and deferred tax.
Current tax is the tax paid or received for the current year and any
adjustments for current tax in prior years. Deferred tax is calculated
on differences arising between the tax bases of assets and liabilities
and their carrying amounts. Deferred tax is reported using the liability
method. Deferred tax liabilities are normally recognized for all taxable
temporary differences, while deferred tax assets are recognized to the
extent it is probable that taxable profit will be available against which
the amounts can be utilized.
The carrying amount of a deferred tax asset is tested at each balance
sheet date and reduced to the extent it is no longer probable that sufficient
taxable profit will be available to allow all or part of the deferred tax
asset to be utilized.
Deferred tax is determined using the tax rates expected to apply
when the asset is recovered or the liability settled. Deferred tax is
recognized as income or expense through profit or loss, unless it is
attributable to transactions or events recognized directly in equity, in
which case it is recognized in equity.
Deferred tax assets are set off against deferred tax liabilities when
they relate to income taxes levied by the same tax authority and the
Group intends to make or receive a single net payment.

Intangible assets
Goodwill
Goodwill consists of the amount by which cost exceeds the fair value
of the Group’s share of the acquired subsidiary’s identifiable net assets
upon acquisition. If it is proven at the time of acquisition that the fair value
of acquired assets, liabilities and contingent liabilities exceeds cost, the
surplus is immediately recognized as revenue through profit or loss.
Goodwill has an indeterminate period of use and is recognized at
cost less accumulated impairment losses. When a business is sold, the
unamortized portion of goodwill attributable to this business is recognized in the calculation of the gain or loss on the disposal.
Goodwill is allocated to the smallest cash-generating units.

Tenancy rights
Tenancy rights are recognized at cost less depreciation. Depreciation
is booked on a straight-line basis over the estimated period of use,
i.e., the lease term, usually five years.

Note 1 cont.

Trademarks
Trademarks are tested annually to identify any impairment loss and
are recognized at cost less accumulated amortization. The Björn Borg
trademark was established in the Swedish fashion market during the
first half of the 1990s. Continuity has given the brand a clear identity and strong position in its markets. The brand is characterized by
quality products with creative and innovative design, influenced by
the sporting heritage associated with the Björn Borg name. Through
consistent, long-term branding, the brand has strengthened its role in
the international fashion market. The brand is considered to have a
very strong market position and therefore has an indeterminate period
of use.

Tangible non-current assets
Tangible non-current assets are recognized as assets in the balance
sheet if it is probable that future economic benefits will accrue to the
Company and their cost can be reliably measured. Tangible noncurrent assets, consisting mainly of equipment and computers, are
carried at cost less accumulated depreciation and impairment losses.
Depreciation of tangible non-current assets is expensed in a way that
the asset’s value is depreciated on a straight-line basis over its estimated useful life. Equipment and computers are depreciated by 20–30
percent annually.

Impairment of assets
At the end of each reporting period, the Group’s assets are tested for
impairment. If there is an indication of impairment, the asset’s recoverable amount is calculated. Goodwill has been allocated to cashgenerating units and, together with other intangible assets with an
indeterminate period of use and intangible assets not in use, is subject
to annual impairment testing even if there is no indication of diminished value. However, impairment testing is done more frequently if
there are indications of diminished value. The recoverable amount
is the higher of the asset’s value in use and the value that would
be obtained if the assets were sold to an independent party, i.e.,
its net selling price. Value in use is the present value of all receipts
and disbursements expected to arise from continuing use of the asset
plus the present value of the net selling price at the end of the asset’s
useful life. If the carrying amount of an asset exceeds its recoverable
amount, the asset is considered impaired and is written down to its
recoverable amount.

Inventories
Inventories are valued at the lower of cost according to the first in,
first-out method and fair value (recoverable amount).
The recoverable amount corresponds to the estimated selling price
less estimated expenses required to complete the sale.
The necessary provisions are made for obsolescence through a collective valuation. The obsolescence reserve amounts to 3 percent (3 percent)
of cost. The change between the year’s opening and closing balances
in the obsolescence reserve affects operating profit in its entirety.

Recognition of financial assets and liabilities and other
financial instruments
Set-off of financial assets and liabilities
Financial assets and liabilities are set off and recognized net in the
balance sheet when there is a legal right of set-off and when the intention is to report the items net or realize the asset while at the same time
settling the liability.

Loans receivable and accounts receivable
Loans receivable and accounts receivable are financial receivables
that arise when the Company provides money without the intent to
trade its claim and are categorized as loans receivable and accounts
receivable. Assets in this category are recognized after acquisition
at amortized cost. Amortized cost is based on the effective interest
rate calculated on the acquisition date. The anticipated maturity of
accounts receivable is short, due to which they are carried at nominal
amount without discounting. Accounts receivable are recognized at
the amounts that are expected to be received after deducting impaired
receivables, which are evaluated individually. Provisions for impaired
receivables are recognized in operating expenses.

Cash & cash equivalents
Cash & cash equivalents consist of cash, demand deposits and other
short-term investments with maturities of three months or less. Cash and
bank deposits are reported at nominal amounts and short-term investments at fair value, with any changes in value recognized through
profit or loss.

Other financial liabilities
Accounts payable and loan liabilities are categorized as Other financial liabilities, which means they are recognized at amortized cost.
The anticipated maturity of accounts payable is short, due to which the
liability is carried at nominal amount without discounting.
Liabilities to credit institutions, bank overdraft facilities and other
liabilities (loans) are initially recognized at fair value, net after transaction costs. Loans are subsequently carried at amortized cost. Any
transaction costs are distributed over the term of the loan applying the
effective rate method. Long-term liabilities have an anticipated maturity
of more than one year, while short-term liabilities have a maturity of
less than one year.

Share capital
Common shares are classified as share capital. Transaction costs arising from an issue of share capital are reported as a deduction (net of
tax) from the issue proceeds.

Provisions
Provisions for legal claims or other claims from external counterparties
are reported when the Group has a present obligation (legal or constructive) as a result of a past event and it is probable that an outflow
of resources will be required to settle the obligation, and a reliable
estimate of the amount can be made.
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Note 1 cont.

Parent Company’s accounting principles
The annual report of the Parent Company has been prepared according to the Annual Accounts Act, the Swedish Financial Accounting
Council’s recommendation RR 32 Accounting in Legal Entities and
pronouncements from the Swedish Financial Accounting Standards
Council’s Emerging Issues Task Force. RR 32:06 means that the Parent Company, in the annual report for the legal entity, must apply
all EU-approved IFRS and pronouncements as far as possible within
the framework of the Annual Accounts Act and the Pension Obligations Vesting Act (“Tryggandelagen”), taking into account the connection between reporting and taxation. The recommendation specifies
exemptions and additions relative to IFRS. Differences between the
accounting principles of the Group and the Parent Company are indicated below.

Taxes
The amounts allocated to untaxed reserves constitute taxable temporary differences. Because of the relationship between tax expense
(income) and accounting profit, the deferred tax liability attributable
to untaxed reserves is not reported separately. Swedish practice requires changes in untaxed reserves to be recognized through profit or
loss in individual companies under the heading Appropriations. The
accumulated value of provisions is reported in the balance sheet under
the heading Untaxed reserves, of which 28 percent is considered a
deferred tax liability and 72 percent restricted equity.

Shareholder contributions and Group contributions
WBM recognizes shareholder contributions and Group contributions
in accordance with recommendation URA 7 of the Swedish Financial
Accounting Standards Council’s Emerging Issues Task Force. Shareholder contributions are recognized directly in the unrestricted equity
of the recipient and as an increase in the contributor’s Investments in
Group companies.
Group contributions paid and received for the purpose of minimizing the Group’s tax have been reported as a reduction or increase
in unrestricted equity, and their tax effects are recognized directly in
equity and therefore do not affect profit or loss.

Note 2 • Critical estimates and assumptions
Critical estimates and assumptions for accounting purposes
Estimates and assumptions are periodically evaluated and are based on
historical experience and other factors, including assumptions regarding future events that under current circumstances seem reasonable. Estimates and assumptions about the future are part of the work in preparing
the annual report. By definition, the estimates for accounting purposes
that this necessitates will not always correspond to actual outcomes.

Impairment testing of goodwill and trademarks
Impairment testing of the Group’s goodwill and the carrying amount
for trademarks requires estimates and assumptions regarding margins,
growth, discount rates, etc. For a more detailed description of impairment testing, see Note 14.

Outcome of ongoing legal disputes
The outcome of ongoing legal disputes is uncertain. The Group has
made estimates and assumptions regarding the size of potential outcomes and has allocated the necessary provisions.
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Note 3 Financial risk management
Financial risk management and financial derivatives
Through its operations, WBM is exposed to currency, interest rate,
credits and counterparty risks, as well as liquidity and refinancing risks.
The Board has decided how the Group will manage these risks.

Currency risk
Fluctuations in exchange rates affect WBM’s results mainly because
sales and purchases are made in various currencies (transaction exposure). The Group’s transaction risk arises because revenue from sales
in Sweden is generated in SEK at the same time that expenses largely
relate to purchases in other currencies. The Group’s purchases are
primarily made in USD or USD-related currencies and to a lesser extent
in euro. WBM manages the transaction risk by using the surplus generated on sales to export markets to pay for purchases of goods sold in
the Swedish market. WBM does not utilize currency derivatives.

Interest rate risk
Interest rate risk refers to the risk that changes in market interest rates
will adversely affect the Group’s net interest income and expenses.
WBM’s interest-rate risk as of December 31, 2006 was limited, since
interest-bearing assets of SEK 59,544 thousand and interest-bearing
loan liabilities of SEK 50,000 thousand carry variable interest rates.

Credit and counterparty risks
The Group’s credit risks consist of exposure to commercial counterparties and financial counterparties. Credit or counterparty risk refers
to the risk of a loss if the counterparty does not meet its obligations.
WBM’s Board has decided that credit risk will be limited by only accepting counterparties with high credit ratings and establishing limits.
WBM’s commercial credit risk mainly consists of accounts receivable,
which are distributed among a large number of counterparties. Credit
risk vis-à-vis financial counterparties is limited to financial institutions
with high credit ratings. As of December 31, 2006, there were no
significant concentrations of credit risk. The maximum credit risk corresponds to the carrying amount of the financial assets.

Liquidity and refinancing risks
Liquidity and refinancing risk refers to the risk that the cost will be higher
and financing opportunities limited when loans are renewed and that
payment obligations cannot be met due to insufficient liquidity or difficulty obtaining financing. The Group’s cash & cash equivalents are
invested short-term, with the goal of using surplus liquidity to amortize
loans. According to the decision of the Board, liquidity and refinancing risk is managed by obtaining binding, long-term lines of credit. At
year-end 2006, the Group had an available bank overdraft facility of
SEK 90,000 thousand.

Note 4 • Segment reporting
A business segment is a group of assets and operations which provides products or services that are exposed to risks and opportunities
that differ from those of other business segments. Geographical areas
provide products or services within an economic environment which
is exposed to risks and opportunities that differ from those of other
economic environments. Business segments are classified as primary
segments and geographical areas as secondary.
The WBM Group is divided into four primary business segments:
Brand, Product development, Distribution and Retail, which conforms
to management’s monitoring and control of operations.

WBM Group receives royalty revenue based on wholesale sales by
distributors and product companies.

Product development
The product companies for clothing and footwear are responsible for
design and development of collections for all markets in the network.
They generate revenue from product sales to distributors.

Distribution
Distribution companies for clothing and footwear generate revenue for
the WBM Group from product sales to retailers.

Retail

Brand

Concept stores generate revenue for the WBM Group from sales to
consumers.

In its capacity as owner and manager of the Björn Borg brand, the

Summary by segment       
Profit by business segment
Brand

Product development

Distribution

Retail

2006

2005

2006

2005

2006

External sales	26,673

15,325

136,403

50,961

119,216

Internal sales

52,604

36,406

68,166	28,590

15,574

10,845

Total sales

79,277

51,731

204,569

79,551

134,790

Operating profit

24,175

15,144

23,006

1,147

21,353

Non-current assets	245,320

8,318

SEK thousands

Total

Eliminations

2005

2006

2005

2006

2005

2006

85,692	

42,263

31,661

324,555

183,639

0

0

136,344

96,537

42,263

31,661

460,899

259,480 –136,344

6,048

13,330

8,936

81,864

31,275

–

3,249

6,500

1,272	263,358

72,177

–54,563

14,321

7,137

4,971

19,987

–9,943

Group

2005

2006

2005

0

0

324,555

183,639

75,841 –136,344

–75,841

0

0

–75,841

324,555

183,639

–

81,864

31,275

–56,126	208,795

16,051

Net sales

59,338

8,316

–

–

155

Other current assets	283,138

132,773

125,525

34,223

113,861

53,447

41,354	21,749

563,878	242,192	 –446,100 –150,180

117,778

92,012

Total assets

192,111

133,996

43,236

141,736

71,017

54,991

859,181

348,575

123,626

Inventories

528,458

3,222	

695	24,653

27,992

31,945

–4,424	22,002	

334,356 –510,606 –210,730

15,563

														
Other liabilities

396,250

77,968

130,276

39,435

128,969

58,191

53,583	26,368

709,078	201,962	 –498,556 –161,189	210,522	

40,773

Total liabilities

396,250

77,968

130,276

39,435

128,969

58,191

53,583

709,078

210,522

40,773

Investments

187,933

524

78

0

0

–

194,073

728

92	

26,368

6,062	

201,962 –498,556 –161,189

112	 194,073

728

–

Secondary segments – geographical areas
Sweden

2006

Netherlands

2005

2006

Norway

Denmark

Other

Group

2005

2006

2005

2006

2005

2006

2005

2006

2005

Net sales			 170,252	 120,337

62,333	24,013

45,340

16,021

40,615

19,765

6,016

3,503

324,555

183,638

Assets			 182,853

81,010

66,946

16,166

48,696

10,785

43,621

13,306

6,461	2,358

348,576

123,625

Investments			 194,073

728

–

–

–

–

–

–

194,073

728

SEK thousands			

Note 5 • Net sales by business segment
SEK thousands

Group
2006

Brand		26,673
Product company revenue		
136,403
Distribution		
119,216
Retail		
42,263
Total		

324,555

–

–

Parent Company
2005

2006

2005

15,325	29,216
50,961
–
85,692	
–
31,661
–

19,051
–
–
–

183,639

29,216

19,051

Note 6 • Revenue and expenses between Group companies
The Parent Company’s revenue from subsidiaries amounted to SEK 26,177 thousand (170,477). The Parent Company’s purchases from subsidiaries amounted to SEK 626 thousand (0). The Parent Company’s sales to subsidiaries mainly consist of compensation to cover shared costs
for rents, central administration, shared systems and marketing services.
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Note 7 • Wages, salaries and social security contributions
Wages and salaries 		

2006

Board and CEO 		
Other employees 		
Total wages and salaries

Group

Parent Company

2005

2006

2005

2,755
17,967

2,000
13,760

2,220
3,129

1,355
1,660

20,721

15,760

5,349

3,016

7,340

5,697

1,926

1,155

Board and CEO 		
Other employees 		

645
1,795

545
1,386

398
555

299
239

Total retirement benefit costs

2,441

1,931

953

538

30,502

23,389

8,228

4,708

Women		
Men		

38
14

40
9

3
4

3
2

Total

52

49

7

5

Gender distribution among senior executives 		

Men

2006
Women

Men

2005
Women

Board		
Other executives 		

6
5

1
2

6
4

–
4

Contractual and statutory social security contributions

Retirement benefit costs*

Total wages, salaries, retirement benefit costs and social security contributions
*The Parent Company’s retirement benefits for the President amounted to SEK 398,000 (299,000).
The Group has no outstanding pension obligations for the Board, President and Vice Presidents.

Average number of employees*

* The calculation of the average number of employees is based on 1,800 annual working hours.

Benefits to directors, President and other senior executives
Compensation to directors
Fees paid to the Chairman and other directors expensed in 2006 totaled SEK 420 thousand, in accordance with the Board compensation approved by the Annual General Meeting. The Chairman receives a fee of SEK 120 thousand, while other directors excluding the President receive
SEK 60 thousand each. In addition to their fees, the Chairman and other directors have received compensation for travel and accommodations
in connection with Board meetings.

Compensation to the President and senior executives
The base salary for the President amounted to SEK 1,440 thousand (1,044) in 2006. In addition, the President receives variable compensation
based on the Group’s sales and the results of budgets set by the Board. The variable compensation is maximized at three months’ salary. The
variable compensation for 2006 amounted to SEK 360 thousand (231). Moreover, the President receives a company car and health insurance.
The President is entitled to a monthly pension provision corresponding to 25 percent of his base and variable salary. In 2006, the President
received total compensation of SEK 1,800 thousand (1,275). The President has a term of notice of 12 months if terminated by the Company.
If the President resigns, there is a 6 month term of notice. A proposal on the terms of the compensation package for the President is made by
a compensation committee consisting of Fredrik Lövstedt and Håkan Roos, and approved by the Board. The President’s holding of shares and
options is described below.
Senior executives refer to 6 persons who, together with the President, made up the Group Management in 2006.
Base salaries paid to senior executives for 2006 amounted to SEK 2,978 thousand (2,425 ). Moreover, senior executives receive variable
compensation based on the Group’s sales and results surpassing the budget set by the Board. The variable compensation for 2006 amounted
to SEK 782 thousand (519). Certain senior executives further have access to a company car. WBM pays pension premiums according to the
defined contribution pension plan. Retirement benefit costs for 2006 amounted to SEK 459 thousand (310). If senior executives are terminated
by the Company, they have a term of notice of 3–6 months.
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Note 7 cont.

Share and option holdings of directors, President and other senior executives
				 No. of options

No. of shares

Fredrik Lövstedt				
0
Mats H Nilsson				
0
Håkan Roos				
0
Vilhelm Schottenius				
0
Lottie Svedenstedt				20,000
Michael Storåkers				20,000
President				20,000
Other senior executives				
51,000

460,000
484,480
434,400
468,800
0
1,050
340,360
68,965

Total				

111,000

2,258,055

Pensions
The Group has only defined contribution pension plans. A defined contribution plan is a plan where the Group pays fixed premiums to a separate
legal entity. After it has paid the premium, WBM has no further obligation to the Group’s employees. The fees are recognized as staff costs in
the period to which the fees relate.

Incentive programs
WBM offers the following three incentive schemes based on warrants in WBM AB.

Option scheme 2005
The first scheme, which was approved by the Annual General Meeting 2005, issued 100,000 warrants to Björn Borg Brands AB for transfer
to employees of the Group. After deducting warrants that have been exercised or canceled through deregistration by the Swedish Companies
Registration Office, there are currently 3,175 outstanding warrants in this program. After restatement for a 4-for-1 share split in 2006, the outstanding warrants carry the right to subscribe for four new shares in the Company for SEK 26.65 per share. None of the outstanding warrants
are currently held by the Group company Björn Borg Brands AB.

Option scheme 2006:1
The second scheme, which was approved by the Annual General Meeting 2006 at the suggestion of Björn Borg’s principal owner, Dirbal B.V.,
issued 200,000 warrants to Björn Borg Brands AB for further transfer to employees of the Group. None of these warrants has been exercised,
due to which there are currently 200,000 outstanding warrants in this scheme. Of these warrants, 46,000 are still held by the Group company
Björn Borg Brands AB and therefore have not yet been transferred to employees.

Option scheme 2006:2
The third scheme, which was approved by the Annual General Meeting 2006 also at the suggestion of Björn Borg’s principal owner, Dirbal
B.V., issued 40,000 warrants to Björn Borg Brands AB for transfer to the newly elected directors Lottie Svedenstedt and Michael Storåkers. None
of these warrants has been exercised, due to which there are currently 40,000 outstanding warrants in this scheme. None of the outstanding
warrants are currently held by the Group company Björn Borg Brands AB.

Other
The warrants have been acquired at market rates based on an external valuation according to the Black & Scholes valuation model. None of
the outstanding option schemes contain terms that could entail costs for the Company, e.g., in form of social security contributions. The option
schemes provided Björn Borg Brands AB with proceeds totaling SEK 2,211 thousand in 2005 and 2006 (407 and 1,804). If all outstanding
warrants were exercised, the number of shares in the Company would increase from 5,801,844 to 6,008,544 and the share capital would
increase by SEK 258,375, which would mean that the new shares correspond to 3.4 percent of the total number of shares after the warrants
are fully exercised.

Program

No. of 		
options on
Canceled/
issue date own purchase

2005
100,000
2006:1	200,000
2006:2	
40,000
Total

340,000

Exercised
options
2006

No. of
outstanding
options

Share
entitlement

Premium
per
warrant

Exercise
price, SEK
per warrant

Proceeds
received
WBM, SEK

–77,400
–46,000
0

–19,425
0
0

3,175
154,000
40,000

12,700
154,000
40,000

4.5	26,65
9.3
133
9.3
133

406,800
1,432,200
372,000

–123,400

–19,425

197,175

206,700			 2,211,000

Subscription period
May 1, 2005 – May 30, 2008
Nov. 1, 2006 – Nov. 30, 2009
Nov. 1, 2006 – Nov. 30, 2009
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Note 8 • Auditors’ fees

Group
2006

Deloitte
Compensation for audits and related services		
Compensation for other assignments		

Parent Company
2005

2006

2005

484
100

422	
164

300
100

300
150

		
Other accounting firms
Compensation for audits and related services		
Compensation for other assignments		

584

586

400

450

30
30
34	25

–
–

–
–

		

64

55

–

–

Total		

648

641

400

450

Audit assignments refer to the examination of the annual report and accounting records as well as the administration by the Board and the
President, other tasks related to the duties of the Company’s auditors and consultation or other services that may result from observations noted
during such examinations or implementation of such other tasks. All other tasks are defined as other assignments.

Note 9 • Depreciation/amortization and writedowns
Depreciation/amortization and writedowns by function of tangible and intangible non-current assets
Group
2006

Parent Company
2005

2006

Depreciation/amortization of tangible and intangible non-current assets by function:
Distribution expenses		
873
685
145
Administrative expenses		
380	299
56
Development expenses		
75
71	22	
		

1,328

2005
89
34
14

1,055

223

2006

2005

2006

2005

Note 10 • Operating leases

Group

137

Parent Company

Leases during the year amount to		
Future lease fees amount to
within 1 year		
later than 1 year but within 5 years		

7,280

7,130

126

126

10,136
46,125

7,280
40,479

1,343
14,599

126
12,272

Total		

56,261

47,759

16,068

12,524

The WBM Group leases offices and retail space. The leases are signed on market terms with regard to price and duration. Certain leases are
variable and include both a minimum rent and a portion contingent on sales.
As of the closing day, December 31, 2006, the WBM Group had not entered into any finance leases.

Note 11 • Transactions with related parties
In addition to the transactions with directors and senior executives reported in Note 7, SEK 4,550 thousand (3,251) was expensed in the Group
in 2006 for warehouse management and transportation expenses acquired through the associate Anteros Lagerhantering AB. Further, Björn Borg
Footwear AB has entered into a property lease with Klockaren Fastighetsförvaltning i Varberg AB, which is owned by Jan Lanai. Jan Lanai is a
member of the management of the WBM Group and is president and director of Björn Borg Footwear AB. In 2006, SEK 369 thousand (362)
was expensed for rent for premises. The transactions were made on market terms.

Note 12 • Appropriations and untaxed reserves
		
Appropriations
Change in tax allocation reserve 				
Change in accumulated accelerated depreciation				
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Parent Company
2006

2005

–
–

–5,955
–

				
Untaxed reserves
Accumulated accelerated depreciation 				
Tax allocation reserve 				

–

–5,955

–
5,955

–
5,955

				

5,955

5,955

Note 13 • Taxes
Tax on profit for the year

Group

Parent Company

2006

2005

2006

2005

Current tax on profit for the year		
Deferred tax 		
Notional tax on Group contributions 		

–8,568
–14,347
–

–5,313
–4,044
–

–
–
–500

–5,002
–1,866
8,321

Total reported tax expense 		

–22,915

–9,357

–500

1,453

81,400
–22,792	

32,856
–9,200

1,198
–335

12,832
–3,593

–
–134
11

–
–157
–

–
–165
–

1,667
–52
3,430

–22,915

–9,357

–500

1,453

Reconciliation between current tax rate and effective tax rate
Recognized profit before tax		
Tax according to Parent Company’s applicable tax rate 		
Tax effect of:
Tax on tax allocation reserve 		
Other non-deductible costs 		
Other tax-exempt income		
Recognized tax expense 		

Group
Deferred taxes

Parent Company

2006

2005

2006

2005

Recognized deferred tax assets and tax liabilities
Inventories		2,784
Untaxed reserves		
–19,925

1,239
–4,033

–
–

–
–

Total deferred tax assets (+) deferred tax liabilities (-)		

–17,141

–2,794

–

–

Deferred tax assets 		2,784
Deferred tax liabilities		
–19,925

1,239
–4,033

–
–

–
–

Note 14 • Intangible assets
		

Group

Parent Company

Dec. 31

Dec. 31

Dec. 31

Dec. 31

2006

2005

2006

2005

Goodwill
Accumulated cost
Opening balance		
Investments		
Disposals and discontinued operations		

13,944
–
–

13,944
–
–

–
–
–

–
–
–

Carrying amount at year-end		

13,944

13,944

–

–

Trademarks
Accumulated cost
Opening balance		
Investments		
Disposals and discontinued operations		

–
187,531
–

–
–
–

–
–
–

–
–
–

Carrying amount at year-end		

187,531

–

–

–

Tenancy rights
Accumulated cost
Opening balance		
Investments		

–
1,000

–
–

–

–

Closing balance		

1,000

–

–

–

Accumulated amortization
Opening balance		
Amortization for the year		

–
–50

–
–

–
–

–
–

Closing balance		

–50

–

–

–

Carrying amount at year-end		

950

–

–

–
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Note 14 cont.

Acquisition of Björn Borg trademark
The purchase price consists of an initial purchase price of SEK 124,000 thousand and a supplementary purchase price in the next ten years comprising a fixed portion and a contingent portion. On December 7, 2006, SEK 107,000 thousand was paid. The remaining SEK 17,000 thousand
will be paid when the transfer of ownership rights to the trademark in the most significant markets is registered, which is expected during the first half
year 2007. The reported cost of the trademark is the initial purchase price of SEK 124,000 thousand, together with the portion of the supplementary purchase price that could be reliably determined (total SEK 187,531 thousand), whereby only the fixed portion of the supplementary purchase
price is included in the cost. An expense will be recognized through profit or loss during the period 2007–2016 for the amount by which the actual supplementary purchase price exceeds the supplementary purchase price recognized as part of the cost of the trademark. In accordance with
IAS 38, future payments of the supplementary purchase price have been discounted to present value and a corresponding amount is carried
among other liabilities. The difference between the present value of the nominal amount of the future supplementary purchase price and the
nominal amount is carried as an interest expense over the credit period applying the effective interest method.

Impairment testing of goodwill and trademarks
Goodwill has been allocated to three cash-generating units: Björn Borg Brands AB, Björn Borg Clothing AB and Björn Borg Footwear Holding
AB. There are also intangible assets in the form of trademarks where the cash-generating unit is Björn Borg Brands AB. A list is provided below.
2006

2005

187,531

–

				
Goodwill
Björn Borg Brands AB				
Björn Borg Clothing AB 				
Björn Borg Footwear Holding AB 				

187,531

–

9,330
658
3,956

9,330
658
3,956

				

13,944

13,944

Trademarks
Björn Borg Brands AB 				

Every year the Group tests goodwill and trademarks for impairment in accordance with the accounting principle described in Note 1.
The future cash flows used to calculate each unit’s value in use are based in the first year on the budget adopted by the Board for 2007 for
each unit, after which cash flows are based on the assumption that annual growth will be lower than historical growth in the last five-year period.
Management bases its assumptions of future growth on previous experience and thorough discussions with distributors.
Impairment tests were conducted as of December 31, 2006 applying a 17–21 percent discount rate before tax as well as an assumption of
annual, sustainable growth of 3 percent for the period beyond the forecast horizon. This annual growth is assumed to be in line with growth for
the market in which WBM is active. The forecast period stretches from 2008 to 2011.
There are no impairment losses in the Group, since the discounted present value of future cash flows exceeds the carrying amount of the net
assets in every case.
If the assumed growth beyond the forecast period used in the calculation of value in use for goodwill and trademarks had been 2 percent
instead of the assumed 3 percent, there would have nevertheless been no impairment losses.

Note 15 • Tangible non-current assets
		

Accumulated cost
Opening balance		
Investments		
Sales and disposals 		

Parent Company
Dec. 31

Dec. 31

Dec. 31

2006

2005

2006

2005

423
402	
–

–
423
–

Closing balance		
16,515
11,024
825
					
Accumulated depreciation 					
Opening balance		
–8,956
–7,926
–137
Sales and disposals 		
51	23
–
Depreciation for the year 		
–1,279
–1,053
–223

423

–
–
–137

Closing balance		

–10,184

–8,956

–360

–137

Carrying amount at year-end		

6,331

2,068

465

286

Tangible non-current assets refer to property, plant and equipment.
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Group
Dec. 31

11,024
5,542	
–51

10,357
728
–61

Note 16 • Shares in Group companies
		

Parent Company

				

Jan. 1– Dec. 31

Jan. 1-Dec. 31

2006

2005

Result from shares in Group companies
Dividends				
Acquired companies				

–
–

12,250
–

Total				

–

12,250

				

Dec. 31

Dec. 31

2006

2005

Shares in subsidiaries
Opening cost				
Acquired companies				

54,497
–

54,497
–

Closing cost				

54,497

54,497

Shares in subsidiaries
Björn Borg Brands AB
Björn Borg Clothing AB
Björn Borg Retail AB
Björn Borg Sweden AB
Björn Borg Footwear Holding AB
Björn Borg Footwear AB

Reg. no.

Reg. address

No. of shares

Share of equity, %

Book value, SEK

556537–3551
556414–0373
556577–4410
556374–5776
556544–8924
556280–5746

Stockholm
Stockholm
Stockholm
Stockholm
Varberg
Varberg

84,806
1,000
1,000
3,000
1,999
5,000

100
100
100
100
100
100

40,216
–
–
–
14,281
–

					

54,497

Note 17 • Shares in associates
		

Group

				

Dec. 31

Dec. 31

2006

2005

Opening cost				
Change for the year				

45
–

45
–

Closing cost				

45

45

Group

Group		

Reg. no.

Reg. address

No. of shares

Share of votes, %

Share of equity, %

Anteros Lagerhantering AB		

556539-2221

Stockholm

450

45

45

The associate’s results are insignificant and the share of its equity corresponds to book value.

Note 18 • Inventories
		
SEK thousands

Group

Parent Company

Dec. 31

Dec. 31

Dec. 31

Dec. 31

2006

2005

2006

2005

Trading book, gross		22,718
Reserve for obsolescence in trading book		
–682	

16,202	
–486

–
–

–
–

Total		

15,716

–

–

22,036
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Note 19 • Accounts receivable
		

Group

Parent Company

Dec. 31

Dec. 31

Dec. 31

Dec. 31

2006

2005

2006

2005

Accounts receivable, gross		
Reserve for impaired receivables		

43,224	25,004
–569
–573

343
–

362
–

Total		

42,656

343

362

24,431

Management is of the opinion that the carrying amount for accounts receivable, net after the reserve for impaired receivables, conforms to fair
value. During the year, accounts receivable were written down by SEK 81 thousand. The writedown was charged to profit for the year.

Note 20 • Prepaid expenses and accrued income
		

Group

Parent Company

Dec. 31

Dec. 31

Dec. 31

Dec. 31

2006

2005

2006

2005

Accrued royalty revenue 		
3,879
1,799
Prepaid rents 		2,671	2,121
Other		
4,445
1,969

–
–
826

–
–
343

		

5,889

826

343

Dec. 31

Dec. 31

Dec. 31

Dec. 31

2006

2005

2006

2005

Available credit lines		
Bank overdraft facilities		

50,000
90,000

–
40,000

50,000
90,000

–
40,000

Total available credit lines		

140,000

40,000

140,000

40,000

Utilized long-term credit lines		
Utilized short-term credit lines		

40,000
10,000

–
–

40,000
10,000

–
–

Total utilized credit		

50,000

–

50,000

–

Utilized bank overdraft facilities		

90,000

40,000

90,000

40,000

Available credit:
Expiring in less than 1 year		
Expiring in more than 1 but less than 5 years		

10,000
40,000

–
–

10,000
40,000

–
–

10,995

Note 21 • Liabilities
		

Non-current and current interest-bearing

Group

Parent Company

Credit terms
The following terms apply to current loans:
– Negative clause on the ability to pledge property for the entire Group, including the trademark.
– Equity/assets ratio requirement of at least 35 percent quarterly on a rolling 12-month basis.
– Interest coverage ratio of at least 3 for WBM Group.
– Negative clause on the right to transfer or divest the trademark.
Other non-current and current liabilities include a reported liability to the seller of the Björn Borg trademark totaling SEK 80,265 thousand (of
which SEK 24,800 thousand is expected to be settled within 12 months and SEK 34,724 thousand after 5 years).

Note 22 • Provisions
		

Group

Parent Company

Dec. 31

Dec. 31

Dec. 31

Dec. 31

2006

2005

2006

2005

1,900
1,000
–
2,900

–
1,900
–
1,900

1,900
–
–1,900
–

–
1,900
–
1,900

Current liabilities 		2,900
Non-current liabilities		
–

1,900
–

–
–

1,900
–

		

1,900

–

1,900

Current provisions
Opening balance 		
New provisions during the year		
Release of provisions		
Closing balance 		

2,900

Provisions for the year reflect the Company’s best estimate of the outcome of ongoing legal disputes.
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Note 23 • Accrued expenses and deferred income

Group

Parent Company

Dec. 31

Dec. 31

Dec. 31

Dec. 31

		

2006

2005

2006

2005

Accrued royalty expenses 		
Personnel-related items		
Other		

6,069
4,469
11,122

3,540
1,144
8,123

–
1,703
2,186

–
183
1,836

21,660

12,807

3,889

2,019

Note 24 • Pledged assets and contingent liabilities

Group

Parent Company

Dec. 31

Dec. 31

Dec. 31

Dec. 31

		

2006

2005

2006

2005

Chattel mortgages		
Shares in subsidiaries/associates 		

18,000
60,152

18,000
–

–
40,216

–
–

78,152

18,000

40,216

–

2,018

1,900

–

–

2,018

1,900

–

–

				

2006

2005

Earnings per share, SEK 				
Earnings per share, SEK (after full dilution) 				
Number of shares 				
Number of shares, weighted average				
Effect of dilution				
Number of shares, weighted average (after full dilution) 				

10.19
10.14
5,801,844
5,738,519
31,881
5,770,400

4.11
4.09
5,724,144
5,724,144
22,464
5,746,608

Contingent liabilities
Other guarantees 		
Other guarantees refer to guarantees to Swedish Customs and letters of credit.

Note 25 • Earnings per share

Earnings per share is calculated by dividing profit attributable to the Parent Company’s shareholders by the average number of shares outstanding during the period. All option schemes are taken into account in calculating the dilution effect.

Note 26 • Exchange rate effects on profit for the year
In 2006, the cost of goods sold was negatively affected by SEK –1,687 thousand (–350).

Note 27 • Transition to International Financial Reporting Standards (IFRS)
WBM has decided to adopt IFRS effective January 1, 2006.

Application of the transitional provisions
The transition to IFRS has been reported in accordance with IFRS 1 First-time adoption of International Financial Reporting Standards. The main
provision in IFRS 1 requires first-time adopters to apply all IFRS standards retroactively when presenting their first IFRS opening balance sheet.
IFRS 1 does, however, allow a number of exemptions from retrospective application. WBM has elected to use the exemption concerning business combinations. Accordingly, business combinations prior to January 1, 2005 have not been restated as per IFRS 3 Business Combinations;
instead, IFRS 3 has been applied prospectively to acquisitions and mergers on and after the transition date, January 1, 2005. Other exemptions
in IFRS 1 have not had any material effect on WBM’s transition from its previous accounting principles to IFRS.

Changes in accounting principles – effect on profit and equity
The single largest difference resulting from the adoption of IFRS concerns the reporting of goodwill. Under IFRS, goodwill is no longer amortized,
but is subject to impairment testing on an annual basis, or more frequently if required. Under WBM’s previous accounting principles, goodwill
was amortized over 10 years. Amortization recognized in 2005 has been reversed, as IFRS 3 and IAS 38 are applied effective January 1,
2005. No tax effects have arisen from the change in accounting principles related to goodwill amortization. The effects of the transition to IFRS
are quantified below.
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2005
Reported net profit 2005 acc. to WBM’s previous accounting principles 					21,943
Effects of transition to IFRS
Goodwill amortization 					
1,556
Reported profit according to IFRS 					

23,499

Jan. 1, 2005

Dec. 31, 2005

Equity acc. to WBM’s previous accounting principles 				
Effects of transition to IFRS
Goodwill amortization 				

58,945

81,295

0

1,556

Equity according to IFRS 				

58,945

82,851

The cash flow statement has not been affected by the transition to IFRS.

Comments on other changes in accounting principles
Foreign currency transactions are translated to SEK at the exchange rates that apply on the transaction date. Monetary balance sheet items are
translated at the closing exchange rate. This is unchanged from WBM’s previous accounting principles. However, WBM will classify these
translation differences as other operating income and other operating expenses effective January 1, 2006. Under WBM’s previous accounting
principles, these exchange differences were recognized directly in the income statement item to which they referred (net sales, for example).
These changes only affect classification of items in the income statement and not actual operating profit, net profit or equity.
The transition to IFRS will also involve significant additional disclosure requirements compared with WBM’s previous accounting principles. In
particular, disclosure requirements related to segments (IAS 14), financial risk management (IFRS 7 and IAS 32), equity (IAS 1), the description
of accounting principles (IAS 1 and 8) and the option schemes (IFRS 2) will require considerably more detailed supplementary information in the
2006 annual report than would have been required under WBM’s previous accounting principles.
IAS 1 Presentation of financial statements has also involved minor changes to classifications in the income statement and balance sheet compared with WBM’s previous presentation method.
Other IFRS standards have not resulted in any material changes to or effects on profit and equity for 2005 compared with the previous
accounting principles applied by Group.

Note 28 • Dividend per share
The Annual General Meeting on May 4, 2006 approved a dividend of SEK 7,155 thousand for the financial year 2005, corresponding to
SEK 1.25 per share.
The Board will propose that the Annual General Meeting adopt a dividend of SEK 3.00 per share for the financial year 2006, corresponding
to SEK 18,241 thousand.

Stockholm, March 28, 2007

Fredrik Lövstedt
Chairman

Vilhelm Schottenius

Mats H Nilsson

Håkan Roos

Michael Storåkers

My audit report was submitted on March 28, 2007

Håkan Pettersson
Authorized Public Accountant, Deloitte AB
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Lottie Svedenstedt

Vice Chairman					

Nils Vinberg
President and CEO

Audit report

To the Annual General Meeting of Worldwide Brand Management AB (publ), company reg. no. 556658-0683
I have examined the annual accounts, the consolidated financial
statements, the accounting records and the administration of the
Board of Directors and the President of Worldwide Brand Management AB (publ) for the financial year 2006. The Company’s
annual report is included in the printed version of this document on
pages 26-48. The Board of Directors and the President are responsible for the financial statements and the administration of the Company as well as for the application of the Annual Accounts Act in
the preparation of the annual accounts and the application of International Financial Reporting Standards (IFRS) as adopted by the
EU and the Annual Accounts Act in the preparation of the consolidated financial statements. My responsibility is to express an opinion on the annual accounts, the consolidated financial statements
and the administration of the Company based on my audit.
I conducted my audit in accordance with generally accepted
auditing standards in Sweden. These standards require that I plan
and perform the audit to obtain reasonable assurance that the
annual accounts and the consolidated financial statements are
free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the
accounts. An audit also includes assessing the accounting principles used and their application by the Board of Directors and the
President and critical estimates made by the Board of Directors
and the President when preparing the annual accounts and consolidated financial statements as well as evaluating the overall

presentation of information in the annual accounts and the consolidated financial statements. As a basis for my opinion concerning discharge from liability, I examined significant decisions, actions taken and circumstances of the Company in order to be able
to determine the liability, if any, to the Company of any Board
member or the President. I also examined whether any Board
member or the President has, in any other way, acted in contravention of the Companies Act, the Annual Accounts Act or the
Articles of Association. I believe that our audit provides a reasonable basis for my opinion set out below.
The annual accounts have been prepared in accordance with
the Annual Accounts Act and provide a true and fair view of the
Company’s results of operations and financial position in accordance with generally accepted accounting principles in Sweden.
The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS)
as adopted by the EU and the Annual Accounts Act and provide
a true and fair view of the Group’s results of operations and financial position. The Board of Directors’ report is consistent with the
other parts of the annual accounts and the consolidated financial
statements.
I recommend that the Annual General Meeting adopt the income statements and balance sheets of the Parent Company and
Group, that the profit in the Parent Company be dealt with in accordance with the proposal in the Board of Directors’ report, and
that the members of the Board and the President be discharged
from liability for the financial year.

Stockholm, March 28, 2007

Håkan Pettersson
Authorized Public Accountant, Deloitte AB
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The share
Share capital
The share capital in WBM AB amounts to SEK 7,252,305, divided into 5,801,844 shares with a quota value of SEK 1.25. All
shares carry equal rights to participate in the Company’s profits
and assets. The Company has one class of shares, and each
share has one vote.

proceeds totaling SEK 2,211,000. If all outstanding warrants were
exercised, the number of shares in the Company would increase
from 5,801,844 to 6,008,544 and the share capital would increase by SEK 258,375, which would mean that the new shares
correspond to 3.4 percent of the total number of shares after the
warrants are fully exercised.

Trading

Share split and new issue 2006

The WBM share has been listed on the First North unofficial list
since December 20, 2004. The last price paid on December 29,
2006 was SEK 350, giving WBM a market capitalization of SEK
2.0 billion. A total of 3.7 million WBM shares were traded in
2006 at a value of approximately SEK 680 million. The average
daily turnover was SEK 2.7 million. A round lot consists of 50
shares. The share price rose by SEK 306.25 during the year, or
700 percent. The share reached a high of SEK 363 on December
28 after a low of SEK 43.75 on January 2.

A 4-for-1 share split on May 12, 2006 changed the quota value
to SEK 1.25 per share. In June and November 2006, warrants
exercised by employees led to the issuance of a total of 77,700
new shares.

Warrants in the former parent company, Björn Borg
Brands AB (formerly WBM Brands AB)
The Dutch company Fabulous B.V. previously owned warrants in
Björn Borg Brands AB. Björn Borg Brands AB was the former parent company of the WBM Group. After the parties reached
agreement in 2006 to cancel the warrants, the right to new subscriptions ceased.

Option schemes
The warrants have been acquired at market rates based on an external valuation according to the Black & Scholes valuation model.
None of the outstanding option schemes contain terms that could
entail costs for the Company, e.g., in form of social security contributions. The option schemes provided Björn Borg Brands AB with

New issue February 2007
After the conclusion of the year, on February 21, 2007, the Board
approved, with the support of the authorization of the Annual General Meeting on May 4, 2006, a new share issue to SEB funds
and Swedbank Robur funds to strengthen WBM’s institutional
ownership prior to its planned listing on Stockholmsbörsen. The
new issue provided the Company with proceeds of SEK 100 million. A total of 278,552 shares were issued, corresponding to
4.6 percent of the total number of shares after the issue. The issue
had a subscription price of SEK 359 per share. The shares carry
the right to dividends as of the financial year 2006.

Dividend policy
The Board’s long-term objective is to distribute approximately one
third of after-tax profit to the Company’s shareholders.

Dividend proposal
The Board proposes a dividend for 2006 of SEK 3.00 (1.25) per
share.

Share price performance
SEK
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The share
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Feb Mar Apr

Maj Jun

Jul
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2006

Feb Mar Apr

Maj Jun

Jul

Aug Sep Okt

Nov Dec
(c) SIX

Changes in share capital
Year

Change in
transaction

Change in
no. of shares

2004
2004
2004
2004
2004
2004
2006
2006
2006

Establishment of company
1,000
New share issue
7,500
Non-cash issue
37,243
Split 20-for-1
869,117
New share issue
450,000
Non-cash issue
66,176
Split 4-for-1
4,293,108
Redemption of warrants
15,800
Redemption of warrants
61,900

Total
no. of shares

Change in
share capital

Total share
capital, SEK

1,000
100,000
8,500
750,000
45,743
3,724,000
914,860
–
1,364,860	2,250,00
1,431,036
330,880
5,724,144
–
5,739,944
19,750
5,801,844
77,375

100,000
850,000
4,574,300
4,574,300
6,824,300
7,155,180
7,155,180
7,174,930
7,252,305

Quota
value, SEK

Issue
price, SEK

100
–
100
6
100
6
5
–
5
17
5
16
1.25
–
1.25	27
1.25	27

New share issue prices are recalculated after share splits.

Shareholders
As of December 29, 2006, WBM had 2,697 (773) shareholders according the Swedish Central Securities Depository, VPC. WBM’s
ten largest shareholders own shares representing 52.9 percent of votes and capital in the Company.

Largest shareholders

No. of shares

Votes/capital, %

Martin Bjäringer – through companies
586,300
Mats H Nilsson
484,480
Vilhelm Schottenius – and family
468,800
Fredrik Lövstedt – directly and through companies
460,000
Håkan Roos – through companies and family
434,400
Nils Vinberg
340,460
Fjärdablick AB
93,360
Lars Larsson
68,052	
Nordnet Pensionsförsäkrings AB
67,638
Försäkringsaktiebolaget Avanza Pension
67,300
Other	2,731,054
Total

10.11
8.35
8.08
7.93
7.49
5.87
1.61
1.17
1.17
1.16
47.06

5,801,844

100.00

According to shareholders’ register as of December 29, 2006.

Shareholder structure

					
No. of			
				No. of shares
shareholders
Holding, %
Votes, %

Market value
SEK 000

1 – 500		
1,952	
343,807
5.93
5.93
118,613
501 – 1,000		291	234,413
4.04
4.04
80,872
1,001 – 5,000		
350
832,239
14.34
14.34	287,122
5,001 – 10,000		
51
375,420
6.47
6.47
129,520
10,001 – 15,000		
12	
146,255	2.52	2.52	
50,458
15,001 –	20,000		
13	232,925
4.01
4.01
80,359
20,001 – 			28
3,636,785
62.68
62.68
1,254,691
Total, December 29, 2006		

Data per share
Earnings per share before dilution, SEK
Earnings per share after full dilution, SEK
Number of shares outstanding on closing day
Average number of shares outstanding
Average number of shares outstanding after full dilution

2,697

5,801,844

100.00

100.00

2,001,636

2006

2005

10.19
10.14
5,801,844
5,738,519
5,770,400

4.11
4.09
5,724,144
5,724,144
5,746,608
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Board of Directors and Auditors

Fredrik Lövstedt

Vilhelm Schottenius

Mats H Nilsson

Fredrik Lövstedt
Chairman since 2005,
director since 2004.
b. 1956.
M.Sc. Eng., MBA.
Other directorships: Chairman of Alert
Security AB,
Background: Former Executive Vice
President, Protect Data AB (publ.).
Shares in WBM: 460,000.

Vice Chairman 2005, director since 1997.
b. 1956.
B.Sc. Econ.
Other directorships: Chairman of Crossroads
Loyalty Solution AB, director of Procurator AB,
Ernströmgruppen (EHI AB), Saddler Scandinavia
AB, Vartex AB, C Jahn AB, Reseguiden Interactive
AB, Studentis Group AB, Handelsbanken
Varberg local board and Göteborg International
Film Festival.
Background: One of the founders of the Björn
Borg brand and Lunarworks AB (Lunarstorm).
Shares in WBM: 468,800.

Director since 1998.
b. 1955.
B.Sc. Econ.
Other directorships: Director of
Credelity Capital AB, MedHelp
Group Oy, Medhelp AB and
Ridskolan 3 Holding AB.
Background: Former Executive
Director of Swiss Bank Corporation,
London, and director of SG
Warburg & Co Ltd, London.
Shares in WBM: 484,480.

Håkan Roos

Michael Storåkers

Lottie Svedenstedt

Nils Vinberg

Director since 2005.
b. 1955.
B.Sc. Econ.
Other directorships: Chairman of
Procurator AB, Thomée Industrier AB,
Nordlander & Roos Fondkommission
AB, Provinsbanken Skåne’s Malmö
office (branch of Danske Bank) and
Landskroon Fastighets AB. Director of
Malmö Stenhus AB, Klippo AB and
Thors Hammar Vodka AB.
Background: Former Chairman of
Gandalf Data AB.
Shares in WBM (through Globinvest
Inc): 434,400.

Director since 2006.
b. 1972.
B.Sc. Econ.
Other directorships: Chairman of
McCann Nordic AB, Storåkers
McCann AB, Pysslingen Skolor och
Förskolor AB and Stockholm Art
Council. Director of the Stockholm
School of Economics, Beckmans
College of Design and Fortum
Värme AB.
Shares in WBM: 1,050.
Warrants: 20,000.

Director since 2006.
b. 1957.
LL.B.
Other directorships: Director of Clas
Ohlson AB, Stadium AB, Stampen
AB and mkt media ab.
Shares in WBM: 0.
Warrants: 20,000.

Director since 2005.
President and CEO of WBM.
b. 1957.
B.Sc. Econ.
Background: Former CFO of Worldwide Brand Management AB
(1999–2004), CEO of Industriell
Partner AB, CFO of Industrihandels
gruppen.
Shares in WBM: 340,460.
Warrants: 10,000.

Auditors

Håkan Pettersson
b. 1964. Authorized Public Accountant, Deloitte AB. Auditor for WBM since 2004 and the WBM Group since 1997.
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Senior Management

Nils Vinberg

Margareta Bjurling

Eva Engelbert

President and CEO of WBM.
b. 1957.
Appointed 1999, President and
CEO since 2004.
B.Sc. Econ.
Background: Former CFO of WBM
(1999–2004), President of Industriell
Partner AB, CFO of Industrihandels
gruppen.
Shares in: 340,460.
Warrants: 20,000.

Business Area Manager.
b. 1961.
Appointed 1992.
Business school economics.
Background: Former Sales Manager
at Big Is Beautiful (BIB).
Shares in WBM: 3,625.
Warrants: 1,000.

Business Area Manager.
b. 1969.
Appointed 1995.
B.A., Political Science.
Background: Former CEO
of Whyred.
Shares in WBM: 1,700.
Warrants: 24,000.

Jimmy Johansson

Jan Lanai

Ronnie Lindholm

Johan Mark

Executive Vice President/
Marketing Director.
b. 1975.
Appointed 2005.
MBA, IHM Business School.
Background: Former Business Area
Manager at Lunarworks AB.
Shares in WBM: 20,000.
Warrants: 10,000.

Business Area Manager.
b. 1961.
Appointed 1988.
IHM Business School.
Background: Sales representative
for Rolf Nilsson AB.
Shares in WBM: 44,000.
Warrants: 2,000.

Retail Manager.

Financial Manager.
b. 1974.
Appointed 2005.
B.Sc. Econ.
Background: Axfood AB,
Öhrlings PWC.
Shares in WBM: 0.
Warrants: 9,000.

b. 1958.
Appointed 2006.
Upper secondary school.
Background: Regional Manager at
Stadium Stockholm, Store Manager
at JC Stockholm.
Shares in WBM: 0.
Warrants: 5,000.
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Corporate governance

Board of Directors

Board work

In accordance with the Articles of Association, WBM’s Board of
Directors consists of a minimum of four and a maximum of eight
members, with a maximum of two deputies. Directors and deputies are elected at the Annual General Meeting for a one-year
term until the next Annual General Meeting.
The Annual General Meeting on May 4, 2006 reelected
Chairman Fredrik Lövstedt, Mats H Nilsson, Håkan Roos, Vice
Chairman Vilhelm Schottenius and Nils Vinberg to the Board.
Michael Storåkers and Lottie Svedenstedt were elected as new
directors.

The Board held seven scheduled meetings in 2006, four of which
dealt with quarterly interim reports, one in connection with the
budget formulation and one in connection with the Annual General Meeting. Specific strategic matters were also dealt with at
one of the meetings.
Directors’ attendance at the year’s Board meetings is shown in
the table below.

The Board’s rules of procedure
Pursuant to the Swedish Companies Act, WBM’s Board is responsible for the Company’s organization and management of its affairs as well as appointing the President. The Board lays down the
Company’s goals and strategy, adopts critical policy documents
and continuously monitors their compliance. The Board also has
ultimate responsibility for its various committees.
The Board’s rules of procedure, which were drawn up at the
Board meeting in May 2005, define the principles for Board
work, the delegation between the Board and the President, and
financial reporting. The instruction for the President, drawn up at
the same Board meeting, governs customary areas such as the
discharge of duties to the Company and Board, including reporting procedures.

Nomination Committee
As decided by the Annual General Meeting, the Nomination
Committee consists of three members, including the Chairman of
the Board and representatives of the two largest shareholders. The
composition of the Nomination Committee is announced when the
Company’s interim report for the third quarter is issued.
Based on shareholder information obtained from the central
securities depository, VPC, a Nomination Committee comprising
Martin Bjäringer (Nomination Committee Chairman), Fredrik Lövstedt (Chairman of the Board) and Mats H Nilsson was appointed.
The Nomination Committee will propose to the Annual General
Meeting 2007 candidates for the election of the Chairman and
other directors, directors’ fees divided between the Chairman and
other directors, any compensation for committee work, and the
Chairman at the Annual General Meeting.

Directors’ attendance in 2006
Feb 15

May 4

May 4

Aug 16

Nov 8

Dec 4

Dec 14

Fredrik Lövstedt
1
1
1
1
1
1
1
Vilhelm Schottenius
1
1
1
1
1
1
1
Mats H Nilsson
1
1
1
1
1
1
1
Olle Dahlström
1							
Nils Vinberg
1
1
1
1
1
1
1
Håkan Roos
1
1
1
1		
1
1
Lottie Svedenstedt			
1
1			
1
Michael Storåkers			
1
1
1
1
1
6
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5

7

7

5

6

7

Total
7
7
7
1
7
6
3
5

Compensation Committee

Auditors

The Board has established a Compensation Committee consisting of
Chairman Fredrik Lövstedt and Håkan Roos to prepare proposals on
remuneration and other terms of employment for senior executives.

The auditors review the Company’s annual accounts, the accounting records and the administration of the Board of Directors and
the President. After every financial year, the auditors submit an
audit report to the Annual General Meeting.
The auditors are appointed by the Annual General Meeting for
a term normally of four years. The 2004 Annual General Meeting
elected the authorized public accountant Håkan Pettersson,
Deloitte AB, as auditor for the following four-year period. Håkan
Pettersson has been the auditor for WBM since 2004 and the
WBM Group since 1997.

Compensation to directors and senior executives
The Chairman and other directors are compensated as determined by the Annual General Meeting. As per the most recent
determination, the Board will be paid SEK 420,000 until the next
Annual General Meeting for distribution between the directors as
determined by the Board, although no remuneration is paid to the
President for his role as director. No separate fee is paid for committee work.
The President’s remuneration includes a base salary, variable
compensation and other benefits. His base salary is SEK
1,440,000, with maximum variable compensation equal to three
months’ salary. The variable compensation is related to WBM’s
sales and profit in relation to the Board’s targets. Pension provisions correspond to 25 percent of total monthly compensation. If
terminated by the Company, the President has the right to twelve
months’ severance.

Other
WBM is listed on the First North unofficial list and is therefore not
fully bound by the regulations that apply to officially listed companies.

Stock market listing
The Board intends to apply for a listing on Stockholmsbörsen in
2007 and has begun preparing the Company for this and to
adapt WBM to current rules for companies listed on Stockholms
börsen.
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Definitions
Gross profit margin
Net sales less cost of goods sold divided
by net sales.
Operating margin
Operating profit as a percentage of net
sales.
Profit margin
Profit before tax as a percentage of net
sales.
Equity/assets ratio
Equity as a percentage of total assets.
Return on capital employed
Profit after net financial items plus finance
expense as a percentage of average
capital employed.

Return on average equity
Profit for the year according to the income
statement as a percentage of average
equity. Average equity is calculated by
adding equity at January 1 to equity at
December 31 and dividing by two.
Net debt/equity ratio
Interest-bearing liabilities less cash & cash
equivalents divided by equity.
Interest coverage ratio
Profit before interest expense divided by
interest expense.
The following abbreviations have been
used in this annual report:
WBM
Worldwide Brand Management Group

Björn Borg Brands
Björn Borg Brands AB, formerly Worldwide Brand Management AB.
Network
All companies that directly or indirectly
have an agreement with WBM related to
the Björn Borg brand.
Network sales to retailers
Total wholesale sales in the network,
excluding VAT.
Brand sales
Estimated total sales of Björn Borg products at the consumer level, including VAT,
based on reported wholesale sales.
SEK
USD
HKD
EUR
SCA

Swedish krona
US dollar
Hong Kong dollar
Euro
Swedish Companies Act

Other information
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Annual General Meeting

2007 Calendar

The Annual General Meeting of shareholders will be held on April
19, 2007 at 5:00 pm (CET) at Spegelsalen, Piperska Muren,
Scheelegatan 14, Stockholm.
To be entitled to participate in the Annual General Meeting,
shareholders must be entered in VPC AB’s shareholders’ register
on Friday, April 13, 2007 and must notify the Company of their
intention to participate no later than April 13, 2007. Notification
must be sent in writing to Worldwide Brand Management AB,
Box 15415, SE-104 65 Stockholm, Sweden, or by e-mail to
stamma@bjornborg.net.
When notifying the Company, please include your name, personal
identification or company registration number, address, telephone
number and the names of those accompanying you. Proxies and
representatives of legal entities are advised to submit authorization
documents well in advance of the meeting.
Shareholders whose shares are registered in the name of a
nominee must temporarily re-register the shares in their own names
with VPC in order to be entitled to participate in the meeting. Reregistration of voting rights must be completed by Friday, April 13,
2007, which means that shareholders must inform nominees well
in advance of this date.

Annual General Meeting 2007
Q1 Interim report, Jan – Mar 2007
Q2 Interim report, Jan – Jun 2007
Q3 Interim report, Jan – Sep 2007
Year-end report 2007

April 19,
May 15,
August 16,
November 15,
February,13

2007
2007
2007
2007
2008

Financial reports
Financial reports can be downloaded from the Company’s
web site, www.bjornborg.net, or ordered by
telephone +46 8 506 33 700 or
e-mail info@bjornborg.net

Shareholder contact
Nils Vinberg, President
E-mail: nils.vinberg@bjornborg.net
Tel: +46 8 506 33 700
Mobile: +46 70 86 311 01
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