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The Management of

Siidwolle Group GmbH,
Schwaig near Nuremberg

— hereafter also referred to as “Stidwolle GmbH” or “entity” —

engaged us to conduct an examination of the concept for recording and tracking stocks of tops and yarn from
“non-mulesed” and “ceased-mulesed” wool for the period from 1 April to 30 June 2023.

The scope of the engagement and our responsibilities thereunder, both towards the entity as well as any other
party, are governed by our agreement dated 16 December 2022 / 12 January 2023 and additionally by the
enclosed !
General Engagement Terms for Wirtschaftspriifer and Wirtschaftspriifungsgesellschaften (German Public

Auditors and German Public Audit Firms)” as of 1 January 2017.
This mandate was performed solely for Siidwolle GmbH and not with regard to possible third-party interests.

Subject and purpose of the examination

The subject of the examination was the concept for recording and tracking stocks of tops and yarn from “non-
mulesed” and “ceased-mulesed” wool which Siidwolle GmbH implemented on 1 January 2011 and revised in
2014.

“Non-mulesed” wool is wool which comes from farmers who do not practice “mulesing” on their sheep. Wool is
described as “ceased mulesed” if the farmers used mulesing in the past but have now ceased.

Currently mulesing is only carried out by Australian sheep farmers. Wool suppliers from Australia provide
Siidwolle GmbH with certificates confirming that the wool supplied is “non-mulesed” or “ceased mulesed”.
Mulesing used to be practiced in New Zealand but has since been abolished; wool from New Zealand is generally
classified as “non or ceased mutesed”. All wool from South Africa, Argentina, Chile, Uruguay and Great Britain is
classified as “non-mulesed”; there are certificates for the respective country as a whole.

Stidwolle GmbH has developed and implemented a concept which enables the stocks of non-mulesed and ceased
mulesed wool to be traced.
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The following Siidwolle group companies are included in this concept:
e Siidwolle Group GmbH, Schwaig near Nuremberg

¢ Zhangjiagang Yangtse Spinning Co., Ltd., Zhangjiagang, China

e East West Spinning Sp. z.0.0., Lodz, Poland

e Siidwolle Group Italia S.p.A, Gaglianico (Biella), Italy

e Dalat Worsted Spinning Ltd., Da Lat City, Vietnam

We also examined for the period from 1 April to 30 June whether Siidwolle GmbH had sufficient “non-mulesed
and ceased-mulesed” tops and yarn in stock at all times for use as deliveries to customers declared as “non-
mulesed and ceased-mulesed”.

Nature and scope of the examination

Our examination was based on the written documentation of the Company entitled “Non Mulesed -
Zertifikatsabwicklung” (non mulesed — certification) and the recording of all non-mulesed and ceased-mulesed
inventories at 31 December 2010. The inventory count included the stock held by Siidwolle GmbH and by the
related parties East West Spinning Sp. z 0.0, Zhangjiagang Yangtse Spinning Co. Ltd., Zhangjiagang Yangtse
Dyeing Co. Ltd. and S.C. Stoehr Rom s.r.l. Consequently all inward movements of stock of non-mulesed and
ceased-mulesed wool were recorded as additions to this pool. Outward movements of stock deducted from the
balance comprised all sales of yarn where the invoice to the respective customers expressly stated that the
respective amount of wool purchased was from non-mulesed and ceased-mulesed production. The balance of
stock of non-mulesed and ceased-mulesed tops and yarn can be obtained by rolling this data forward. This
inventory bookkeeping is designed to ensure that Slidwolle GmbH and its related parties do not sell more non-
mulesed and ceased-mulesed yarn than is held in the computed level of stock.

We conducted our examination between July and August 2023.
In conducting our examination we reviewed the Company’s documents, conducted interviews with the staff

members responsible for the project at Stiidwolle GmbH and examined supporting documentation on the non-
mulesed and ceased-mulesed yarn deliveries between 1 April to 30 June 2023.
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The Company'’s internal control system was examined by us to the extent that it was relevant to the certification
system; our examination did not cover the system of internal controls taken as a whole.

The following key documents were made available to us for the examination:

e Written documentation of the Company entitled “Non Mulesed — Zertifikatsabwicklung” (non mulesed —
certification)

e Summary of the balance of non-mulesed/ceased-mulesed yarn/wooltops on 1 April 2023, the purchases and
sales of non-mulesed/ceased-mulesed yarn/wooltops from 1 April to 30 June 2023.

e Purchase invoices concerning purchases declared as “non-mulesed/ceased-mulesed” yarn/wooltops, and the
corresponding greasy wooltop certificates or confirmation from the countries not conducting “mulesing
operations”.

e Sales in the system which were declared to the customers as wool from non-mulesed/ceased-mulesed
production.

Our examination comprised the assessment of the effectiveness of the system implemented by Siidwolle GmbH
in respect of its ability to ensure that there was sufficient stock of non-mulesed and ceased mulesed yarn

between 1 April to 30 June.

We obtained all the explanations and supporting documentation which were requested for the examination.
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Conclusion

Based on our work we come to the conclusion that the concept established by Slidwolle Group GmbH for
recording and tracking stocks of tops and yarn from “non-mulesed” and “ceased-mulesed” wool, particularly
with regard to the ongoing guarantee of sufficient stocks of “non- and ceased-mulesed” tops, is reliable.

According to the results of our work performed for the period from 1 April to 30 June 2023,

stidwolle Group GmbH had sufficient “non-mulesed and ceased-mulesed” tops in stock at all times for use as
deliveries declared as “non-mulesed and ceased-mulesed”.

Munich, 10 August 2023

Deloitte GmbH
Wirtschaftspriifungsgesellschaft /‘\

.-'f / //
( 2ot/ 7
\G/Tﬁl\ﬁ{r{ég (M ilian Domberg)

Wirtschaftspriferin
[German Public Auditor] [German Public Auditor]

irtschaftspriifer
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CERTIFICATE

The Deloitte GmbH Wirtschaftspriifungsgesellschaft, Rosenheimer Platz 4, 81669 Miinchen
was officially licensed as Wirtschaftsprifungsgesellschaft (German public audit firm) on March
9, 1949 and is a member of the Wirtschaftspriferkammer. The audit firm is entered in the public
register of the Wirtschaftspriiferkammer under the registration number 150713200.

It is the professional duty of German public audit firms to carry out business examinations,
especially those involving audits of annual financial statements of business enterprises, and to
issue an auditor's opinion on the conduct of the audit and the findings. German public audit
firms are authorized to advise and represent their clients in tax matters in accordance with
existing regulations. They are furthermore authorized to act officially as experts in the field of
business management, under reference to their professional oath, to advise on business
matters and preserve third-party interests and to act as trustees.

A precondition for carrying out statutory audits according to § 319 Section 1 Sentence 3
Commercial Code is the registration as statutory auditor in the public register. The Deloitte
GmbH Wirtschaftspriifungsgesellschaft is currently entered as statutory auditor in the public
register.

German public audit firms are audit firms for the purpose of the Directive 2006/43/EC on
statutory audits of annual accounts and consolidated accounts of May 17, 2006, as last
amended by the Directive 2014/56/EU of April 16, 2014, if they are entered as statutory
auditors in the public register.

Berlin, January 18, 2022
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[Translator's notes are in square brackets]

General Engagement Terms

for

Wirtschaftspriifer and Wirtschaftspriifungsgesellschaften
[German Public Auditors and Public Audit Firms]
as of January 1, 2017

1. Scope of application

(1) These engagement terms apply to contracts between German Public
Auditors  (Wirtschaftsprifery or  German Public  Audit Firms
(Wirtschafispriifungsgesellschaften) — hereinafter collectively referred to as
"German Public Auditors” — and their engaging parties for assurance
services, tax advisory services, advice on business matters and other
engagements except as otherwise agreed in writing or prescribed by a
mandatory ruie.

(2) Third parties may derive claims from contracts between German Public
Auditors and engaging parties only when this is expressly agreed or results
from mandatory rules prescribed by law. In relation to such claims, these
engagement terms also apply to these third parties.

2. Scope and execution of the engagement

(1) Object of the engagement is the agreed service — not a particular
economic result. The engagement wili be performed in accordance with the
German Principles of Proper Professional Conduct (Grundsifze ord-
nungsméBiger Berufsaustibung). The German Public Auditor does not
assume any management functions in connection with his services. The
German Public Auditor is not responsible for the use or implementation of
the results of his services. The German Public Auditor is entitled to make
use of competent persons to conduct the engagement.

(2) Except for assurance engagements (betriebswirtschaftliche Prifungen),
the consideration of foreign law requires an express written agreement.

(3) If circumstances or the legal situation change subsequent to the release
of the final professional statement, the German Public Auditor is not obli-
gated to refer the engaging party to changes or any consequences result-
ing therefrom.

3. The obligations of the engaging party to cooperate

(1) The engaging party shall ensure that all documents and further infor-
mation necessary for the performance of the engagement are provided to
the German Public Auditor on a timely basis, and that he is informed of all
events and circumstances that may be of significance to the performance
of the engagement. This also applies to those documents and further
information, events and circumstances that first become known during the
German Public Auditor's work. The engaging party will also designate
suitable persons to provide information.

(2) Upon the request of the German Public Auditor, the engaging party
shall confirm the completeness of the documents and further information
provided as well as the explanations and statements, in a written statement
drafted by the German Public Auditor.

4. Ensuring independence

(1) The engaging party shall refrain from anything that endangers the
independence of the German Public Auditor’s staff. This applies throughout
the term of the engagement, and in particular to offers of employment or to
assume an executive or non-executive role, and to offers to accept en-
gagements on their own behalf.

(2) Were the performance of the engagement to impair the independence
of the German Public Auditor, of related firms, firms within his network, or
such firms associated with him, to which the independence requirements
apply in the same way as to the German Public Auditor in other engage-
ment relationships, the German Public Auditor is entitled to terminate the
engagement for good cause.

5. Reporting and oral information

To the extent that the German Public Auditor is required to present results
in writing as part of the work in executing the engagement, only that written
work is authoritative. Drafts are non-binding. Except as otherwise agreed,
oral statements and explanations by the German Public Auditor are binding
only when they are confirmed in writing. Statements and information of the
German Public Auditor outside of the engagement are always non-binding.
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6. Distribution of a German Public Auditor‘s professional statement

(1) The distribution to a third party of professional statements of the Ger-
man Public Auditor (results of work or extracts of the results of work wheth-
er in draft or in a final version) or information about the German Public
Auditor acting for the engaging party requires the German Public Auditor’s
written consent, unless the engaging party is obligated to distribute or
inform due to law or a regulatory requirement.

(2) The use by the engaging party for promotional purposes of the German
Public Auditor's professional statements and of information about the
German Public Auditor acting for the engaging party is prohibited.

7. Deficiency rectification

(1) In case there are any deficiencies, the engaging party is entitled to
specific subsequent performance by the German Public Auditor. The
engaging party may reduce the fees or cancel the contract for failure of
such subsequent performance, for subsequent non-performance or unjusti-
fied refusal to perform subsequently, or for unconscionability or impossibil-
ity of subsequent performance. If the engagement was not commissioned
by a consumer, the engaging party may only cancel the contract due to a
deficiency if the service rendered is not relevant to him due to failure of
subsequent performance, to subsequent non-performance, to unconscion-
ability or impossibility of subsequent performance. No. 9 applies to the
extent that further claims for damages exist.

(2) The engaging party must assert a claim for the rectification of deficien-
cies in writing (Textform) [Translators Note: The German term “Textform”
means in written form, but without requiring a signature] without delay.
Claims pursuant to paragraph 1 not arising from an intentional act expire
after one year subsequent to the commencement of the time limit under the
statute of limitations.

(3) Apparent deficiencies, such as clerical errors, arithmetical errors and
deficiencies associated with technicalities contained in a German Public
Auditor's professional statement (long-form reports, expert opinions etc.)
may be corrected — also versus third parties — by the German Public
Auditor at any time. Misstatements which may call into question the results
contained in a German Public Auditor's professional statement entitle the
German Public Auditor to withdraw such statement — also versus third
parties. In such cases the German Public Auditor should first hear the
engaging party, if practicable.

8. Confidentiality towards third parties, and data protection

(1) Pursuant to the law (§ [Article] 323 Abs 1 [paragraph 1] HGB [German
Commercial Code: Handelsgesetzbuch), § 43 WPO [German Law regulat-
ing the Profession of Wirtschaftsprifer: Wirtschaftspriferordnungl, § 203
StGB [German Criminal Code: Strafgesetzbuch]) the German Public
Auditor is obligated to maintain confidentiality regarding facts and circum-
stances confided to him or of which he becomes aware in the course of his
professional work, unless the engaging party releases him from this confi-
dentiality obligation.

(2) When processing personal data, the German Public Auditor will observe
national and European legal provisions on data protection.

9. Liability

(1) For legally required services by German Public Auditors, in particular
audits, the respective legal limitations of liability, in particular the limitation
of liability pursuant to § 323 Abs. 2 HGB, apply.

(2) Insofar neither a statutory limitation of liability is applicable, nor an
individual contractual limitation of liability exists, the liability of the German
Public Auditor for claims for damages of any other kind, except for dam-
ages resulting from injury to life, body or health as well as for damages that
constitute a duty of replacement by a producer pursuant to § 1 ProdHaftG
[German Product Liability Act: Produkthafungsgesetz], for an individual
case of damages caused by negligence is limited to € 4 million pursuant to
§ 54 a Abs. 1 Nr. 2 WPO.

(3) The German Public Auditor is entitled to invoke demurs and defenses
based on the contractual relationship with the engaging party also towards
third parties.
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(4) When multiple claimants assert a claim for damages arising from an
existing contractual relationship with the German Public Auditor due to the
German Public Auditor's negligent breach of duty, the maximum amount
stipulated in paragraph 2 applies to the respective claims of all claimants
collectively.

(5) An individual case of damages within the meaning of paragraph 2 also
exists in relation to a uniform damage arising from a number of breaches of
duty. The individual case of damages encompasses all consequences from
a breach of duty regardless of whether the damages occurred in one year
or in a number of successive years. In this case, multiple acts or omissions
based on the same source of error or on a source of error of an equivalent
nature are deemed to be a single breach of duty if the matters in question
are legally or economically connected to one another. In this event the
claim against the German Public Auditor is limited to € 5 million. The
limitation to the fivefold of the minimum amount insured does not apply to
compulsery audits required by law.

(6) A claim for damages expires if a suit is not filed within six months
subsequent to the written refusal of acceptance of the indemnity and the
engaging party has been informed of this consequence. This does not
apply to claims for damages resulting from scienter, a culpable injury to life,
body or health as well as for damages that constitute a liability for replace-
ment by a producer pursuant to § 1 ProdHaftG. The right to invoke a plea
of the statute of limitations remains unaffected.

10. Supplementary provisions for audit engagements

(1) If the engaging party subsequently amends the financial statements or
management report audited by a German Public Auditor and accompanied
by an auditor's report, he may no longer use this auditor’s report.

If the German Public Auditor has not issued an auditor's report, a reference
to the audit conducted by the German Public Auditor in the management
report or any other public reference is permitted only with the German
Public Auditor’s written consent and with a wording authorized by him.

(2) If the German Public Auditor revokes the auditor's report, it may no
longer be used. If the engaging party has already made use of the auditor's
report, then upon the request of the German Public Auditor he must give
notificaticn of the revocation.

(3) The engaging party has a right to five official copies of the report.
Additional official copies will be charged separately.

11. Supplementary provisions for assistance in tax matters

(1) When advising on an individual tax issue as well as when providing
ongoing fax advice, the German Public Auditor is entitled to use as a
correct and complete basis the facts provided by the engaging party —
especially numerical disclosures; this also applies to bookkeeping en-
gagements. Nevertheless, he is obligated to indicate to the engaging party
any errors he has identified.

(2) The tax advisory engagement does not encompass procedures required
to observe deadlines, unless the German Public Auditor has explicitly
accepted a corresponding engagement. In this case the engaging party
must provide the German Public Auditor with all documents required to
observe deadlines — in particular tax assessments — on such a timely basis
that the German Public Auditor has an appropriate lead time.

(3) Except as agreed otherwise in writing, ongoing tax advice encompasses
the following work during the contract period:

a) preparation of annual tax returns for income tax, corporate tax and
business tax, as well as wealth tax returns, namely on the basis of the
annual financial statements, and on other schedules and evidence
documents required for the taxation, to be provided by the engaging

party

b) examination of tax assessments in relation to the taxes referred to in

(@)

c) negotiations with tax authorities in connection with the returns and
assessments mentioned in (a) and (b)

d) support in tax audits and evaluation of the results of tax audits with
respect to the taxes referred to in (a)

e) participation in petition or protest and appeal procedures with respect
to the taxes mentioned in (a).

In the aforementioned tasks the German Public Auditor takes into account
material published legal decisions and administrative interpretations.

(4) If the German Public auditor receives a fixed fee for ongoing tax advice,
the work mentioned under paragraph 3 (d) and (e) is to be remunerated
separately, except as agreed otherwise in writing.

(5) Insofar the German Public Auditor is also a German Tax Advisor and
the German Tax Advice Remuneration Regulation (Steuerberatungsvergu-
tungsverordnung) is to be applied to calculate the remuneration, a greater
or lesser remuneration than the legal default remuneration can be agreed
in writing (Textform).

Lizenziert fur/Licensed to: Deloitte GmbH | 4305936

(6) Work relating to special individual issues for income tax, corporate tax,
business tax, valuation assessments for property units, wealth tax, as well
as all issues in relation to sales tax, payroll tax, other taxes and dues
requires a separate engagement. This also applies to:

a) work on non-recurring tax matters, e.g. in the field of estate tax, capital
transactions tax, and real estate sales tax;

b) support and representation in proceedings before tax and administra-
tive courts and in criminal tax matters;

c) advisory work and work related to expert opinions in connection with
changes in legal form and other re-organizations, capital increases
and reductions, insolvency related business reorganizations, admis-
sion and retirement of owners, sale of a business, liquidations and the
like, and

d) support in complying with disclosure and documentation obligations.

(7) To the extent that the preparation of the annual sales tax return is
undertaken as additional work, this includes neither the review of any
special accounting prerequisites nor the issue as to whether all potential
sales tax allowances have been identified. No guarantee is given for the
complete compilation of documents to claim the input tax credit.

12. Electronic communication

Communication between the German Public Auditor and the engaging
party may be via e-mail. In the event that the engaging party does not wish
to communicate via e-mail or sets special security requirements, such as
the encryption of e-mails, the engaging party will inform the German Public
Auditor in writing (Textform) accordingly.

13. Remuneration

(1) In addition to his claims for fees, the German Public Auditor is entitled to
claim reimbursement of his expenses; sales tax will be billed additionally.
He may claim appropriate advances on remuneration and reimbursement
of expenses and may make the delivery of his services dependent upon the
complete satisfaction of his claims. Multiple engaging parties are jointly and
severally liable.

(2) If the engaging party is not a consumer, then a set-off against the
German Public Auditor's claims for remuneration and reimbursement of
expenses is admissible only for undisputed claims or claims determined to
be legally binding.

14. Dispute Settlement

The German Public Auditor is not prepared to participate in dispute settle-
ment procedures before a consumer arbitration board (Verbraucherschlich-
tungsstelle) within the meaning of § 2 of the German Act on Consumer
Dispute Settlements (Verbraucherstreitbeilegungsgesetz).

15. Applicable law

The contract, the performance of the services and all claims resulting
therefrom are exclusively governed by German law.
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