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Management commentary 
Chr. Hansen A/S is a company within the Chr. Hansen Group, and it is 100% owned by Chr. Hansen 
Holding A/S. 

The financial year 2018/19 has been a satisfying year for Chr. Hansen A/S. A sustainable business 
model combined with an adaptable organization has secured Chr. Hansen yet another year with growth 
— both in the most important business areas and financially. 

Business structure 
Chr. Hansen A/S is organized into two business units. The business units Food Cultures & Enzymes 
and Health & Nutrition. 

Food Cultures & Enzymes 
Chr. Hansen is the market leader on the cultures and enzymes market. Our goal is to deliver innovative 
solutions of the highest quality on the culture and enzymes market. R is an important part of Chr. Han-
sen's strategy to continuously enable our customers to improve their business with new concepts which 
create value in dairy products and processes and at the same time optimize food safety. 

Health & Nutrition 
Besides the animal and feed industry, the division is developing new products for the food supplement 
industry and the pharmaceutical industry, first and foremost based on probiotic cultures. Chr. Hansen is 
one of the global leaders within the areas. The business area within microbiome has continued its de-
velopment in the financial year 2017/18. 

Creative and committed employees 
As a knowledge-based company Chr. Hansen is very dependent on having committed and motivated 
employees, as well as skilled managers. Chr. Hansen therefore invests in the development of compe-
tences through ambitious development programs for employees and managers. Besides this compe-
tence based platform, we are ready to further develop our activities within our existing business areas. 

A sustainable business 
In the Chr. Hansen Group, we take our responsibility to do business in a sustainable way very seriously. 
We have constant focus on creating value while keeping our impact on the surrounding society to a 
minimum and securing a good working environment for all our employees. 

Statutory report on social responsibility pursuant to ÅRL 99a 
The management commentary does not include a full review of corporate social responsibility. Instead 
we refer to the separate report on Chr. Hansen Group's sustainability, which constitutes Chr. Hansen 
Groups reporting on the progress towards FN's Global Compact and is in accordance with the Danish 
Financial Statements Act regarding corporate social responsibility. The report can be found on: 
https://www.chr-hansen.com/_/media/files/chrhansen/home/sustainability/reporting-and-disclo-
sure/2018-19/chr-hansen-sustainability-report-2018-19.pdf 
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Statutory diversity report pursuant to ÅRL 99b 
Chr. Hansen A/S complies with the group strategy for Diversity and Inclusion (D&I) with focus on gender, 
Chr. Hansen's definition of a diverse team is striving to have a diverse workforce which means a strong 
background, work and life experience, socio economics, diversity of thought, nationality and gender. 

The diversity within the Board of directors is 1 woman and 4 men which are Danes with different educa-
tional background. Thereby, Chr. Hansen A/S does not at the moment have equal representation of 
men and women on the Board of Directors in accordance with the Danish Financial Statements Act 
section 99 (b). The General Assembly did not find it possible to choose a different gender distribution. 
The Board of Directors maintains the target of having at least two women elected by 2023. 

Chr. Hansen A/S strives to create a work environment that provides employees with equal opportunities 
in terms of personal and professional development. The full policy can be found here: 

https://www.chr-hansen.com/ /media/files/chrhansen/home/investors/policies-and-charters/diversity-
and-inclusion.pdf 

Building an inclusive culture for a diverse workforce 
As a company driven by science and innovation, our future relies on our ability to generate ideas, cre-
ate solutions, and approach problems in new ways. To achieve this, we need a workforce of employ-
ees with diverse socio-economic backgrounds, experiences and points of view. We strive to develop a 
diverse workforce and an engaged, innovative and open-minded culture, where each employee's 
unique differences are not only acknowledged and encouraged, but where they add value and make 
our organization stronger. 

While we are proud of the diversity of our workforce today, we acknowledge that we still have more 
work to do, primarily in terms of improving our gender diversity and developing more varied skill-
sets among teams of employees. Recognizing that diversity challenges are unique to teams and loca-
tions, Chr. Hansen works on a range of parameters to help raise the bar, for example by focusing on 
unconscious bias and developing engaging and inspiring leaders. 

Diversity metrics are also included in the corporate leadership team's remuneration, reflecting the de-
gree to which it represents a strategic objective. 

Research and development 
For the Chr. Hansen Group, innovation is an important contributor to business growth. More than 500 
people, which exceeds 30% of the total number of employees, are working with research and develop-
ment. 

The Chr. Hansen Group generally patents all new products of commercial value. The patents protect 
our investments in research and development and increase the value of our business. In addition, we 
make sure that our product technology and application methods are protected by a wide patent portfolio. 

Risk management 
In the Chr. Hansen Group, we view risk management as an integrated part of managing the business. 
We strive to make sure that we do business in a prudent way where we assess and manage both 
financial and non-financial risks to protect our employees, assets and reputation. At least once a year, 
the Board of Directors reviews the risk exposure associated with the activities of the Chr. Hansen Group. 
Guidelines are adopted for areas of risk, and the development is monitored to secure that identified risks 
are accounted for, including strategic, operational and financial risks. 

Risk 
Risks relate to future events or developments that may have an influence on the company achieving its 
targets. Relevant risks are identified, monitored and reported to the Executive Board and the Board of 
Directors through an Enterprise Risk Management process following an annual cycle. Furthermore, the 
identified risks are presented to and discussed by Management on a quarterly basis. The purpose of 
this process is to identify risks as early as possible and enable Management to proactively adapt busi-
ness processes and controls to meet, manage or mitigate these risks. 
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this process is to identify risks as early as possible and enable Management to proactively adapt busi-
ness processes and controls to meet, manage or mitigate these risks. 

ldentified risks are evaluated based on their possible safety, business or financial impact and the likeli-
hood of the risk materializing. Clear roles and responsibilities are assigned for major risks, and mitigation 
initiatives are identified, prioritized and launched. The most significant risks identified and reported to 
the Board of Directors are described below, including measures taken to mitigate these. 

Chr. Hansen NS c,ontinues to work on identifying and evaluating relevant risks, and the list does not 
include all risks that could ultimately affect the Company. 

Production risk 
Chr. Hansen NS has two main production sites in Denmark; these sites together with the group's sites 
in Germany, France and US represent the core of Chr. Hansen's business, and each site carefully mon-
itors product safety and delivery performance to manage all potential risks. This consolidation of pro-
duction allows capacity to be optimized in order to reduce production costs. To minimize the risk of 
production breakdowns or failures, Chr. Hansen has implemented a risk prevention program where reg-
ular audits are conducted, which ensures preventive maintenance and replacements. The company also 
maintains idle capacity for key processes. As production processes are optimized and automated, de-
pendence on robust IT systems and infrastructure increases. Chr. Hansen continues to reduce com-
plexity in IT systems and conduct regular restore tests. 
With this concentrated production setup, there is a risk of a production breakdown interrupting the com-
pany's operations and leading to a loss of income in both the short term and the longer term due to long 
lead times on the replacement of key equipment. 
The causes might be contamination of production equipment, key equipment breakdown, fire, terrorism 
and natural disasters. 

The risk and effect of a production breakdown are mitigated through maintenance, insurance, fire safety 
measures, behavior-based training, continuous improvements to operational processes and business 
continuity plans including alternative production possibilities. 

Product safety 
The majority of Chr. Hansen's products are sold to the food & beverage, human health, animal health 
and plant protection industries. Most products are components in customers' end products that are con-
sunned as food, beverages or dietary supplements. 
To ensure the highest product safety, Chr. Hansen has an extensive quality assurance and food safety 
program covering the entire value chain, from the sourcing of raw materials until the finished products 
are delivered to customers. The risk assessment performed in the food safety program includes an 
evaluation of the use of our products in customers' end products. Chr. Hansen's food safety program is 
certified according to internationally recognized food safety standards. The Danish production sites are 
FSSC 22000 certified. 

Health, safety & security 
Chr. Hansen is committed to continuously improving both the physical and psychological working envi-
ronment for its employees. The company has implemented several initiatives to underline the im-
portance of a safe working environment. Monitoring and follow-up of incidents have been strengthened 
from departmental level to the Executive Board. There is also focus on behavior in relation to IT security 
due to the increased risk of cybercrime. 

Financial risk 
As an international business, Chr. Hansen NS is exposed to a number of financial risks relating to 
currency and interest rate fiuctuations, funding, liquidity, credit and counterparty risks. 

Legal risk 
Chr. Hansen NS is from time to time a party to legal proceedings arising in the ordinary course of 
business. The legal department is focused on analyzing possible risks in a timely manner and mitigating 
them in an appropriate way using both intemal and, if necessary, extemal capabilities. Despite the focus 
from Chr. Hansen on these matters, the outcome of legal proceedings cannot be predicted with certainty. 
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Results 
Chr. Hansen A/S achieved revenue in 2018/19 of DKK 5,220 million, equal to a decrease in revenue of 
1%. The net revenue decrease is caused by a mix of the development in exchange rates and actual 
sales. 

In total, DKK 522 million, equal to a share of 10% of total revenue, was spent on research and develop-
ment expenditure. DKK 84 million was capitalized in 2018/19 (DKK 79 million in 2017/18). Thereby, 
research and development spending has decreased by DKK 5 million compared with the previous fi-
nancial year. 

Chr. Hansen A/S's results before tax present a profit of DKK 1,860 million, against DKK 1,711 million in 
the previous financial year. The result after tax amounts to DKK 1,462 million in financial year 2018/19, 
compared to DKK 1,334 million in 2017/18. 

The number of employees amounts to 1,445 at the end of the financial year, compared to 1,278 for 
2017/18. 

Management regards the results for the financial year as satisfactory and in accordance with expecta-
tions. 

lnvestments 
The investment activities amounted to DKK 1,117 million in 2018/19, compared to DKK 549 million in 
2017/18. The high investment level in 2018/19 is reflected by the acquisition of Hlindsbichler and the 
packaging plant for freeze dry in Avedøre, we refer to the Annual Report 2018/19 for Chr. Hansen Hold-
ing A/S. 

Capital structure 
On August 31, 2019 equity amounts to DKK 3,757 million, equal to an equity ratio of 54%. A dividend of 
DKK 1,000 million has been paid out to the parent company. 

Outlook 
The results for the financial year 2018/19 are a little below our expectations. Revenue and operating 
profit are expected to increase in the financial year 2019/20. Cash flows are expected to stay at the 
same level as in 2018/19. 

Events after the balance sheet date 
After the balance sheet date until today's date, no events have occurred, which could influence the 
evaluation of this annual report. 
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Statement by Management on the annual report 

5 years key figures and ratios for Chr. Hansen AIS 

Key fiqures DKK'000 

Income statement 

2018/19 2017/1'..,  2016/17 2015/16 

      

Revenue 5.219.517 5.254.185 5.530.908 4.803.528 4_250.545 
Gross profit 3.278.005 2.911.524 2.842.944 2.387.081 2.181.775 
Operating profit 1.857.543 1.741.093 1.694.652 1.461.351 1 401.571 
Net finariciais (3.504) (30.526) 6.161 15.556 13.338 
Pro ft before tax 1.360.416 1.710.567 1.700.812 1.459_726 1 414.908 
Net profit 1.462.142 1.333.943 1.330.210 1.140.262 1.064.163 

Balance sheet 

     

!n ..entor; 488.972 449.387 455.088 423.755 404.884 
Trade receivables 170.607 119.320 1.17.583 100.497 107.491 
Eciuty 3.757.039 3.294.896 2.960.954 2.630.744 1.363.788 
Total assets 

investments a tanghe 
and tangkple assets 

6.981_798 

1.116.508 

6.286.998 

548.641 

5.895.271 

1.102.168 

6.183.335 

1.536 633 

3.570.447 

306.227 

Ratios % 

     

Gross margin 63 SS 51 SO 51 

Operating margin 
teHmtimpnifit • # ) 

36 33 31 30 33 

Return on invested caota, 27 28 29 28 39 

Return  on equity 39 40 45 43 73 
(111.t.r~. 11191a.raity a..49/ y•-•sr ) 

     

Equty ratio 54 52 50 51 33 

Growth 

     

Revenue 5.219 517 5.254.185 5.530.906 4.803.528 4.250.545 
Growth in % -1% -5% 15% 13% 15% 
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Execytive Board 

Winnie H. BO 
/CEO 

Board of Directors 

ku, 
ren Westh Lonning-

Chairrpa 

Asger G 
Employe epresentative 

Alice Hjørdis Larsen 
CVP HR 

Torsten te Christensen 

Mikkel VVisborg-Møller 
Employee representative 

Statement by Management on the annual report 
The Board of Directors and the Executive Board have today considered and adopted the annual report 
of Chr. Hansen NS for the financial year September 1, 2018 — August 31, 2019. 

The annual report is presented in accordance with the Danish Financial Statements Act. 

In our opinion, the financial statements give a true and fair view of the Company's financial position at 
August 31, 2019 and of the results of its operations for the financial year September 1, 2018 — August 
31, 2019. 

We believe that the management commentary contains a fair review of the affairs and a condition re-
ferred to therein, and describes the company's most significant risks and uncertainties. 

We recommend adoption of the annual report at the Annua! General Meeting. 

Hørsholm, December 3, 2019 
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Independent Auditor's Report 

To the Shareholders of Chr. Hansen NS 

Opinion 
In our opinion, the Financial Statements give a true and fair view of the financial position of the Company 
at 31 August 2019, and of the results of the Company's operations for the financial year 1 September 
2018 - 31 December 2019 in accordance with the Danish Financial Statements Act. 

We have audited the Financial Statements of Chr. Hansen NS for the financial year 1 September 
2018 - 31 August 2019, which comprise income statement, balance sheet, statement of changes in 
equity and notes, including a summary of significant accounting policies ("financial statements"). 

Basis for Opinion 
We conducted our audit in accordance with International Standards on Auditing (ISAs) and the addi-
tional requirements applicable in Denmark. Our responsibilities under those standards and require-
ments are further described in the Auditor's Responsibilities for the Audit of the Financial Statements 
section of our report. We are independent of the Company in accordance with the International Ethics 
Standards Board for Accountants' Code of Ethics for Professional Accountants (IESBA Code) and the 
additional requirements applicable in Denmark, and we have fulfilled our other ethical responsibilities 
in accordance with these requirements. We believe that the audit evidence we have obtained is suffi-
cient and appropriate to provide a basis for our opinion. 

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

Our opinion on the financial statements does not cover Management's Review, and we do not express 
any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read Management's Re-
view and, in doing so, consider whether Management's Review is materially inconsistent with the fi-
nancial statements or our knowledge obtained during the audit, or otherwise appears to be materially 
misstated. 

Moreover, it is our responsibility to consider whether Management's Review provides the information 
required under the Danish Financial Statements Act. 

Based on the work we have performed, in our view, Management's Review is in accordance with the 
Financial Statements and has been prepared in accordance with the requirements of the Danish Fi-
nancial Statements Act. We did not identify any material misstatement in Management's Review. 

Management's Responsibilities for the Financial Statements 
Management is responsible for the preparation of Financial Statements that give a true and fair view in 
accordance with the Danish Financial Statements Act, and for such intemal control as Management 
deterrnines is necessary to enable the preparation of financial statements that are free from materiel 
misstatement, whether due to fraud or error. 

In preparing the financial statements, Management is responsible for assessing the Company's ability 
to continue as a going concem, disclosing, as applicable, matters related to going concem and using 
the going concern basis of accounting in preparing the financial statements unless Management either 
intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so. 

Auditor's Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that 
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that 
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an audit conducted in accordance with ISAs and the additional requirements applicable in Denmark 
will always detect a material misstatement when it exists. Misstatements can anse from fraud or error 
and are considered material if, individually or in the aggregate, they could reasonably be expected to 
infiuence the economic decisions of users taken on the basis of these financial statements. 

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

• Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit ev-
idence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 
a material misstatement resulting from fraud is higher than for one resulting from error as fraud 
may involve c,ollusion, forgery, intentional omissions, misrepresentations, or the override of inter-
nal control. 

• Obtain an understanding of intemal control relevant to the audit in order to design audit proce-
dures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the Company's internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by Management. 

• Conclude on the appropriateness of Management's use of the going concem basis of accounting 
in preparing the financial statements and, based on the audit evidence obtained, whether a mate-
rial uncertainty exists related to events or conditions that may cast significant doubt on the Com-
pany's ability to continue as a going concern. If we conclude that a material uncertainty exists, we 
are required to draw attention in our auditor's report to the related disclosures in the financial 
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are 
based on the audit evidence obtained up to the date of our auditor's report. However, future 
events or conditions may cause the Company to cease to continue as a going concern. 

• Evaluate the overall presentation, structure and contents of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and 
events in a manner that gives a true and fair view. 

We communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in in-
temal control that we identify during our audit. 

Hellerup, 3 December 2019 



lncome statement, September 1 - August 31 

Amounts in DKK '000 Notes 2018/19 2017/18 

  

DKK DKK 

Revenue 2 5.219.517 5.254.185 
Production costs 3 (1.941.512) (2.342.660) 
Gross profit 

 

3.278.005 2.911.524 

Research and development costs 3 (522.294) (504.448) 
Sales and marketing expenses 3 (488.107) (373.904) 
Administrative expenses 3 (385.063) (296.450) 
Other operating income 3 6.777 4.372 
Other operating expenses 3 (31.775) 

 

Operating profit (EBIT) 

 

1.857.543 1.741.093 

Dividends received 

 

6.377 1.661 
Impairment investment in Group companies 

 

- - 
Financial income 4 111.346 73.403 
Financial expenses 4 (114.850) (105.590) 
Profit before tax 

 

1.860.416 1.710.567 

Income taxes 5 (398.274) (376.624) 

Net profit for the year 

 

1.462.142 1.333.943 

Distribution of result 6 

  

-12-

 



Balance sheet at August 31, 2019 

Assets 

Amounts in DKK '000 

Non-current assets 

Notes 2019 

DKK 
2018 

DKK 

   

Intangible assets 7 

  

Goodwill 

 

908.886 949.421 
Patents, trademarks, intellectual property, etc 

 

481.795 464.924 
Development projects 

 

236.496 210.382 
Software 

 

124.405 123.513 
Intangible assets in progress 

 

334.854 291.972 
Total intangible assets 

 

2.086.436 2.040.212 

Tangible assets 8 

  

Land and buildings 

 

1.052.836 583.868 
Plant and machinery 

 

958.792 883.158 
Other fixtures and equipment 

 

167.078 136.434 
Prepayments and assets under construction 

 

598.571 535.885 
Total tangible assets 

 

2.777.277 2.139.345 

Financial assets 

   

Investments in Group c,ompanies 9 568.484 516.903 
Total financial assets 

 

568.484 516.903 

Total non-current assets 

 

5.432.197 4.696.460 

Current assets 

lnventories 

   

Raw materials and consumables 

 

51.703 67.955 
Work in progress 

 

192.133 158.710 
Finished goods and goods for resale 

 

245.136 222.722 
Total inventories 

 

488.972 449.387 

Receivables 

   

Trade receivables 

 

170.607 119.320 
Receivables from Group companies 

 

648.654 664.368 
Other receivables 

 

44.645 47.004 
Prepayments 

 

41.997 38.606 
Total receivables 

 

905.903 869.298 

Cash at bank and in hand 

 

154.726 271.854 

Total current assets 

 

1.549.601 1.590.539 

Total assets 

 

6.981.798 6.286.998 
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Balance sheet at August 31, 2019 

Equity and liabilities 

Amounts in DKK '000 

Equity 

Notes 2019 
DKK 

2018 
DKK 

   

Share capital 

 

194.101 194.101 
Retained eamings 

 

1.920.192 2.019.918 
Reserve for development projects 

 

142.746 80.877 
Proposed dividend 

 

1.500.000 1.000.000 
Total equity 

 

3.757.039 3.294.896 

Provisions 

   

Deferred tax 10 521.878 506.561 
Other provisions 

 

1.000 0 
Total provisions 

 

522.878 506.561 

Non-current liabilities 

   

Lease liabilities 

 

406.187 0 
Mortgage debt 11 515.662 137.933 
Tax payables 

 

344.144 279.224 
Total non-current liabilities 

 

1.265.993 417.157 

Current liabilities 

   

Lease liabilities 

 

15.137 0 
Mortgage debt 

 

4.649 18.065 
Trade payables 

 

491.826 436.074 
Loans from Group companies 

 

339.609 1.035.309 
Tax payables 

 

314.965 308.388 
Other payables 

 

269.702 270.549 
Total current liabilities 

 

1.435.888 2.068.385 

Total liabilities 

 

2.701.881 2.485.542 

Total equity and liabilities 

 

6.981.798 6.286.998 

Accounting policies 1 

  

Related parties 12 

  

Accounting relations 13 

  

Contingent liabilities 14 

  

Events after the balance sheet date 15 
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Statement of changes in Equity 

Amounts in DKK '000 

Equity 

Reserve for 
Share development Retained Proposed Total 
capital projects eamings dividend equity 

Equity at September 1,2018 194.101 80.877 2.019.919 1_000.000 3.294.896 
Dividend distribution - 

 

- (1.000.000) (1.000.000) 
Dividend proposed - - (1.500.000) 1.500.000 - 
Reserve for development projects - 61.869 (61.869) - - 
Net profit for the year - - 1.462.142 - 1.462.142 
Equity at August 31, 2019 194.101 142.746 1.920.192 1.500.000 3.757.039 

The share capital consists of shares of DKK 100 each or multiple thereof. 

Reserve for 
Share developmen-  Retained Proposed Total 
capital projects earnings dividend equity 

Equity at September 1,2017 194.101 36.691 1.730.162 1.000.000 2.960.954 
Dividend distribution 

   

(1.000.000) (1.000.000) 
Dividend proposed - - (1.000.000) 1.000.000 

 

Reserve for development projects - 44.186 (44.186) - - 
Net profit for the year - - 1.333.943 - 1.333.943 
Equity at August 31, 2018 194.101 80.877 2.019.919 1.000.000 3.294.896 

The share capital is consists of shares of DKK 100 each or multiple thereof. 
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Notes to the income statement 

i Accounting policies 

Reporting class 
The annual report of Chr. Hansen A/S for the financial year has been prepared in accordance with 
the provisions of the Danish Financial Statements Act applying to large enterprises of reporting class 
C. 

In accordance with section 112(1) of the Danish Financial Statements Act, Chr. Hansen NS has not 
prepared any consolidated financial statements. Chr. Hansen A/S is included in the consolidated 
financial statements of Chr. Hansen Holding A/S, business registration no. 28 31 86 77. 

In accordance with section 86(4) of the Danish Financial Statements Act, Chr. Hansen A/S has not 
prepared any cash flow statement. With reference to section 98c(3) of the Danish Financial 
Statements Act, separate information on transactions with associated companies has been omitted. 
Similarly, with reference to section 99a(6) of the Danish Financial Statements Act, no statement on 
corporate social responsibility has been prepared. With reference to section 96(3) the fee to the 
statutory auditors appointed at the general meeting has not been presented. 

The annual report for the financial year 2018/19 is presented in DKK 1,000. 

Recognition and measurement 
Income is recognized in the income statement when earned. This includes value adjustments of 
financial assets and liabilities which are measured at fair value or amortized cost. All costs are 
recognized which have been incurred in order to achieve the results for the year, including 
amortization, depreciation, provisions and reversals that result from changes in accounting estimates 
previously recognized in the income statement. 

Assets are recognized in the balance sheet when it is probable as a result of prior events that future 
economic benefit will flow to the company, and the value of the asset can be measured reliably. 

Liabilities are recognized in the balance sheet when the company has a legal or constructive 
obligation as a result of prior events, and it is probable that future economic benefits will flow out of 
the company, and the value of the liability can be measured reliably. 

On initial recognition, assets and liabilities are measured at cost. Measurement subsequent to initial 
recognition is effected as described below for each financial statement item. 

Certain financial assets and liabilities are measured at amortized cost; thereby a constant effective 
discount rate is applied over the lifetime of the asset/liability. Amortized cost is measured as the 
initial cost less repayments and with addition/deduction of the accumulated amortization of the 
difference between cost and the nominal value. Thereby, capital gains or losses are allocated out 
over the entire lifetime of the asset/liability. 

Predictable risks or losses arising before the time of presentation of the annual report and which 
confirm or invalidate affairs and conditions existing at the balance sheet date are considered at 
recognition and measurement. 
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Accounting policies 

Foreign currency translation 

On initial recognition, foreign currency transactions are translated applying the exchange rate at the 
transaction date. Receivables, payables and other monetary items denominated in foreign currencies 
that have not been settled at the balance sheet date are translated using the exchange rate at the 
balance sheet date. Exchange rate differences that afise between the rate at the transaction date 
and the rate in effect at the payment date or the rate of the balance sheet date are recognized in the 
income statement as financial income or financial expenses; however, see the section on accounting-
based hedging. 

Derivative financial instruments 
On initial recognition in the balance sheet, derivative financial instruments are measured at cost and 
subsequently at fair value. 

Derivative financial instruments are recognized under other receivables or other payables. 
Deductions of positive and negative values only take place when the Chr. Hansen Group has the 
right and intention to realize more net financial instruments. The fair value of derivative financial 
instruments is measured based on current market data and acknowledged accounting valuation 
methods. 

Some derivative financial instruments are classified as either: 
• Hedging of the fair value of recognized assets, liabilities or provisions (fair value hedge) 
• Hedging of special risks in association with a recognized asset, liability or a very likely future 
transaction 

Changes in the fair value of derivative financial instruments that are classified as and comply with the 
requirements for hedging of future transactions are recognized in the reserve for fair value under 
equity. The reserve is transferred to the income statement when the hedged cash flows have been 
realized. If the hedged transaction is no longer expected to be conducted, any possible reserve for 
fair value hedging will be transferred to the income statement. 

Changes in the fair value of derivative financial instruments that are classified as and comply with the 
requirements for hedging of the fair value of a recognized asset or a recognized liability are recorded 
in the income statement together with changes in the value of the hedged asset or the hedged 
liability for that part of the asset or liability that has been hedged. 

For derivative financial instruments that do not comply with the requirements for being treated as 
hedging instruments, changes in fair value are recognized currently in the income statement as 
financial income or financial expenses. 

Income statement 
The income statement is classified by function. 

Revenue 
statement when delivery is made and the risk has passed on to the buyer, at latest on the balance 
sheet date and the income can be measured reliably. Revenue is recognized net of commision and 
sales discounts. 
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Accounting policies 

Production costs 

Production costs cover the cost of goods sold. The cost includes the acquisition price for raw 
materials, consumables, trading goods, direct labor costs and a portion of indirect production costs 
comprising costs related to the operation and depreciation of productions facilities, as well as 
operation, administration and management of production plant. Furthermore, cost and depreciation 
related to the net realized value of defective goods and goods with a long tumover rate. 

Research and development costs 
Research and development costs include labor cost, amortization and other costs directly or 
indirectly associated with the company's research and development activities. 

Development projects related to new products and processes that are clearly defined and 
identifiable, while having a high degree of technical utilization, sufficient resources and where a 
potential future market or development potential within the company can be proved, and where it is 
the intention to manufacture, market and utilize the project, are recognized as intangible assets if 
there is sufficient certainty that the capital value of future eamings will cover the production costs, 
sales and administrative expenses, as well as the development costs. 

Development projects that do not comply with the requirements for recognition in the balance sheet 
are recognized in the income statement as costs are incurred. 

Sales and marketing expenses 
Sales and marketing expenses include expenses for salaries to sales personnel, advertising and 
exhibition expenses, depreciations, etc. 

Administrative expenses 
Administrative expenses include expenses for administrative personnel, IT and management, 
including office expenses, salaries, depreciation, etc. 

Share-based payment 

The stock options that the parent company has issued as part of an incentive program are measured 
at fair value on the granting date. The program is treated as a cash scheme in Chr. Hansen A/S. The 
value of the granted stock options is subsequently recognized in the income statement of Chr. Han-
sen A/S over the period in which the employees of Chr. Hansen A/S achieve the right to redeem the 
stock options. 

Other operating income and expenses 
Other operating income and expenses include income and expenses of a secondary nature in 
relation to the company's main activities, comprising income from administrative or service 
agreements. Other operating income also includes net gains from the sale of activities. 

Dividends from group companies 
Dividends from group companies are recognized in the income statement when the investors' right to 
receive dividend has been approved. Potential write-downs of shares are deducted. 

Financial income and expenses 

Financial income and expenses include interest income and expenses, amortization income and 
expenses, and value adjustments of financial assets and transactions in foreign currencies. 
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Accounting policies 

Income taxes 
Tax for the year, which consists of current tax for the year and changes in deferred tax, is recognized 
in the income statement by the portion attributable to the profit for the year and recognized directly in 
equity by the portion attributable to entries directly in equity. 

The company is jointly taxed with the parent company Chr. Hansen Holding A/S and group 
companies Chr. Hansen Natural Colors A/S and BacThera Denmark A/S. The current Danish 
income tax is allocated among the jointly taxed entities proportionally to their taxable income (full 
allocation with a refund concerning tax losses). 

Balance sheet 

Intangible assets 

Intangible assets are measured at cost with deduction of accumulated amortization and impairments. 

Goodwill is amortized over its estimated useful life determined on the basis of managements 
experience within the individual business areas. The amortization period is set for 15 years, due to 
the acquired company's strategic position in a strong market and long-term eamings profile. 

Goodwill is written down to the recoverable amount if this is lower than the carrying value. 

Intellectual property rights acquired are measured at cost less accumulated amortization. Patents are 
amortized over their remaining duration, and licenses are amortized over the term of the agreement, 
but over not more than 20 years. Intellectual property rights etc. are written down to the lower of the 
recoverable amount and the carrying amount. 

Development projects on clearly defined and identifiable products and processes for which the 
technical rate of utilization, adequate resources and a potential future market or development 
opportunity in the company can be established, and where the intention is to manufacture, market or 
apply the product or process in question, are recognized as intangible assets. Other development 
costs are recognized as costs in the income statement as incurred. The cost of development projects 
comprises costs such as salaries and amortization that are directly and indirectly attributable to the 
development projects. 

Indirect production costs in the form of indirect attributable staff expenses and amortization of 
intangible assets and depreciation on property, plant and equipment used in the development 
process are recognized in cost based on time spent on each project. 

Completed development projects are amortized on a straight-line basis using the estimated useful 
lives of the assets. The amortization period for development projects is up to 15 years, defined on 
the basis of individual assessment of the product life expectancy. Development projects are written 
down to the lower of recoverable amount and carrying amount. 

Finished development projects are reviewed at the time of completion and on an annual basis to 
determine whether there is any indication of impairment. If so, an impairment test is carried out for 
the individual development projects. For development projects in progress, however, an annual 
impairment test is always performed. The impairment test is performed on the basis of various 
factors, including future use of the project, the fair value of the estimated future earnings or savings, 
interest rates and risks. For development projects in progress, Management estimates on an ongoing 
basis whether each project is likely to generate future economic benefits for the Group in order to 
qualify for recognition. The development projects are evaluated based on technical as well as 
commercial criteria. 
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Accounting policies 

Expenses for project work, comprising direct labor costs and a share of indirect costs, are included 
in the cost of software. The amortization period for software is up to 10 years, defined on the basis 
of individual assessment of the software life expectancy. 

Gains or losses associated with disposal of intangible assets are recognized in the income 
statement. Borrowing costs in respect to construction of assets are capitalized when it takes more 
than a year for them to be ready for use 

Tangible assets 
Tangible assets are measured at cost with deduction of accumulated depreciation and impairment 
losses. Tangible assets under construction are measured at acquisition value and cost 
respectively. Cost comprises expenses for materials, direct labor costs and a share of indirect 
costs. 

The basis of depreciation of tangible assets is cost less estimated residual value atter the end of 
the useful life. Straight-line depreciation is made on the basis of the foliowing estimated useful 
lives of the assets: 

Buildings 25-50 years 
Plant and machinery 5-20 years 
Other fixtures and equipment 5-10 years 

Assets with a short useful life or with a value below DKK 50K are expensed in the year of 
acquisition. 

The book values of intangible and tangible assets are reviewed yearly to determine if there are 
any indications of value reductions other than that expressed by depreciation. An impairment test 
is performed if this is the case in order to assess whether the recoverable value is lower than the 
book value, and the value is written down to the recoverable value. 

Leases 
Leases in terms of which the Company assumes substantially all the risks and rewards of 
ownership (finance leases) are recognised in the balance sheet at the lower of the fair value of the 
leased asset and the net present value of the lease payments computed by applying the interest 
rate implicit in the lease or an alternative borrowing rate as the discount rate. Assets acquired 
under finance leases are depreciated and written down for impairment under the same policy as 
determined for the other fixed assets of the Company. 

The remaining lease obligation is capitalised and recognised in the balance sheet under debt, and 
the interest element on the lease payments is charged over the lease term to the income 
statement. 

All other leases are considered operating leases. Payments made under operating leases are 
recognised in the income statement on a straight-line basis over the lease term. 

Investments in Group companies 
Investments in group companies are measured at cost. The investments are written down to 
the recoverable amount if this is lower than the carrying value. 

Inventories 
lnventories are measured at the lower of cost using the FIFO method and net realizable value. 

Comprised in the cost are raw materials, consumables, direct labor costs and a share of indirect 
production costs, including expenses for operation and depreciation of production facilities, as well 
as operation, administration and management of production plant. 

Obsolete and defective inventories are written down to net realizable value. 
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Accounting policies 

Receivables 

Receivables are measured at amortized cost, usually equaling nominal value less provisions for bad 
and doubtful debts. The provisions are based on a specific assessment of the individual receivable. 

Prepayments 
Prepayments, recognized as assets, comprises among other things, insurance payments, 
subscriptions and licenses. Prepayments is measured at amortized cost. 

Other provisions 

Other provisions are recognized in the balance sheet when it is probable, as a result of prior events 
that a contractual or actual liability has arisen which will probably draw on the economic resources of 
the company. Other provisions are measured at net realizable value. 

Financial liabilities 
Fixed-rate loans, comprising mortgage loans and bank loans, are measured at cost which 
corresponds to the proceeds received less transaction costs incurred. In subsequent periods, the 
loan is measured at amortized cost. This means that the difference between the proceeds at the time 
of the borrowing and the nominal repayable amount of the loan is recognized in the income 
statement as financial expenses over the term of the loan. 

Fixed-rate loans, comprising mortgage loans and bank loans, are measured at cost which 
corresponds to the proceeds received less transaction costs incurred. In subsequent periods, the 
loan is measured at amortized cost. This means that the difference between the proceeds at the time 
of the borrowing and the nominal repayable amount of the loan is recognized in the income 
statement as financial expenses over the term of the loan. 

Other liabilities are measured at amortized cost, which usually corresponds to nominal value. 

Deferred tax 
Deferred tax is recognized on all temporary differences between the carrying amount and the tax 
base of assets and liabilities. Deferred tax is measured based on current tax legislation and rates 
applying at the balance date. Where the measurement of the tax base can be conducted in 
accordance with alternative tax legislation, deferred tax is measured based on the planned life of the 
asset or liability. 

Deferred tax assets, including the tax base of losses that may be carried forward, are measured at 
the value at which the asset is expected to be realized, either by settlement as tax or deducted in 
deferred tax liabilities. 

Deferred tax assets and liabilities are offset within the same legal tax entity. 
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Operating margin = 
Revenue 

Operating profit x 100 

Financial highlights 

Gross margin — 
Gross profit x 100 

Revenue 

Return on invested capital — 
Operating profit x 100 

Total assets 

Equity end of year x 100 
Equity ratio = 

Return an equity — 
Equity end of year 

Total assets 

Net profit x 100 

- 22 - 



Notes to the income statement 

Amounts in DKK '000 

2 Revenue 

Revenue by geographical allocation 

2018/19 
DKK 

2017/18 
DKK 

  

Denmark 65.101 72.673 
Europe (excl. Denmark) 2.282.284 2.460.282 
North America 1.161.545 1.046.659 
Other markets 1.710.587 1.674.571 

 

5.219.517 5.254.185 

The geographical segmentation is based on customer location. 

  

3 Production, research and development costs, sales, marketing and administrative 
expenses as well as other operating income and other operating expenses. 

Staff expenses 
Production, research and development costs, sales and marketing, administrative expenses 
and other operating income and expenses include wages and salaries etc, which are 
distributed as follows: 

Wages and salaries etc 836.295 771.070 
Transferred capitalization (146.704) (75.506) 
Pensions 82.963 74.976 
Expenses for social security 10.896 6.963 
Other employee expenses 21.638 24.166 

 

805.088 801.669 

Fees to the Management" 5.000 4.736 
Total staff expenses 810.088 801.719 
Average number of full-time employees 1.383 1.239 
Number of employees at year end 1.445 1.278 

* Salary to members of the executive board is presented as the full salary paid by Chr. Hansen Holding A/S 
related to the executive board members employment in Chr. Hansen Holding A/S and Chr. Hansen A/S. 

lncentive program 
The incentive program includes the awarding of stock options in the parent company 
Chr. Hansen Holding A/S. 
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Notes to the income statement 

Amounts in DKK '000 2018/19 2017/18 
DKK DKK 

    

3 Production, research and development costs, sales, marketing and administrative 
expenses as well as other operating income and other operating expenses, continued 

Other operating income and expenses 
Other operating income and expenses primarily consist of management fee to the parent 
company 

Depreciation, amortization and impairment/writedowns 
Depreciation, amortization and impairments/writedowns are included in production expenses, 
research and development costs, sales, marketing and administrative expenses and are 
distributed as follows: 

Production costs 133.035 129.570 
Research and development costs 77.574 * 74.117 
Sales and marketing expenses 119.270 112.382 
Administrative expenses 18.470 20.394 

 

348.349 336.463 

*The impairment of development projects in progress amounting to TDKK 2.012 is included in the amount. 
See note 7 for further information 
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Notes to the income statement 

Amounts in DKK '000 2018/19 2017/18 
DKK DKK 

4 Financial income and expenses 

   

Interest income and other financial income: 
Interest income from Group companies 
Interest income and other financial gains 
Total financial income 

1.623 
109.723 
111.346 

2.811 
70.592 
73.403 

Interest expenses and other financial expenses: 
Interest expenses to Group companies 1.350 - 
Interest expenses and other financial losses 113.500 105.590 
Total financial expenses 114.850 105.590 

5 lncome taxes 

Income taxes are distributed as follows: 
Current tax on operating profit 344.144 275.800 
Change in deferred tax concerning operating profit 58.851 100.098 
Other taxes 1.027 669 
Changes in deferred tax previous years 1.154 37.206 
Changes in income tax previous years (6.902) (37.206) 
Change in tax rate for deferred tax - 57  
Total income taxes 398.274 376.624 

The company is jointly taxed with the other Danish companies in the Group, Chr. Holding A/S, 
Chr. Hansen Natural Colors A/S and BacThera Denmark A/S, and the companies 
are jointly liable for the joint taxes. 

6 Distribution of result 

Retained eamings 
Net profit for the year 

2.019.919 
1.462.142 
3.482.061 

1.730.162 
1.333.943 
3.064.105 

Proposed distribution dividend 

Dividend 
Retained eamings  

1.500.000 
1.982.061  

1.000.000 
2.064.105 

3.482.061 3.064.105 
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Notes to the balance sheet 

Amounts in DKK '000 

7 Intangible assets 

Patents, trade- Intangible 

marks, intell- Development assets in Total intangi-

 

ectual properl projects Software progress Goodwill ble assets 

796.122 443.494 363.473 291.972 1.125.656 3.020.717 

- 63.624 26.641 (83.914) - 6.351 

61.434 8.601 10.996 128.601 36.539 246.171 

 

(3.118) 

 

(1.805) - (4.923) 

857.556 512.601 401.110 334.854 1.162.195 3.268.317 

331.198 233.112 239.960 - 176.235 980.505 
44.563 45.904 36.745 

 

77.074 204.286 

 

(2.911) - 

 

- (2.911) 

375.761 276.105 276.705 - 253.309 1.181.880 

481.795 236.496 124.405 334.854 908.886 2.086.436 

   

472 

 

472 

Cost at September 1,2018 

Transferred 

Additions for the year 

Disposals for the year 

Cost at August 31, 2019 

Amortization and impairment losses at September 1,2018 

Amortization and impairment for the year 

Amortization disposals for the year 

Amortization and impairment losses at August 31, 2019 

Carrying amount at August 31, 2019 

Interest included in the above assets 

8 Tangible assets 

 

Land and 

buildings 

Prepaid assets 

Plant and Other fixtures under Total tangible 

machinery and equipment construction assets 

Cost at September 1,2018 821.035 1.675.986 281.785 535.885 3.314.690 

Transferred 59.719 184.723 34.196 (284.989) (6.351) 
Additions for the year 446.757 17.427 34.488 371.665 870.337 
Disposals for the year (18.126) (60.002) (20.210) (23.990) (122.328) 
Cost at August 31, 2019 1.309.385 1.818.133 330.258 598.571 4.056.345 

Depreciation and impairment losses at September 1, 2018 237.168 792.827 145.350 

 

1.175.345 
Depreciation and impairment losses for the year 22.406 88.282 31.364 - 142.052 
Depreciation of disposals for the year (3.025) (21.768) (13.533) - (38.326) 
Depreciation and impairment losses at August 31, 2019 256.549 859.341 163.181 

 

1.279.071 

Carrying amount at August 31,2019 1.052.836 958.792 167.078 598.571 2.777.277 

Hereof Leased assets 421.324 

   

421.324 

Interest included the above assets 

   

794 794 

The carrying amount of building and machinery, TDKK 1.552.703 have been pledged as security for 
for mortgage loans of TDKK 520.311. 
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Notes to the balance sheet 

Arnounts in DKK '000 

9 lnvestments in Group companies 

  

2018/19 
DKK 

2017/18 
DKK 

   

Cost at September 1, 2018 

  

516.902 516.745 
Additions for the year 

  

51.582 157 
Cost at August 31, 2019 

  

568.484 516.902 

 

Capital Nominal 

 

Net profit 
Company share Country Currency capital Equity for the year 
Chr. Hansen France SA 100% France EUR 11.100 49.931 1.573 
Chr. Hansen (Tianjin) Food 

    

Ingredients CO. Ltd 100% China CNY 8.000 24.829 1209. 
Chr. Hansen India Pyt. Ltd. 100% India INR 24.992 343.439 60.288 
Peyma Chr. Hansen Turkey 50% Turkey TRY 988 62.321 13.173 
Chr Hansen Romania 100% Rumania RON 4 1.653 1.382 
Halley 99% Gerrnany EUR 25 67.318 28.509 
Chr. Hansen Malaysia SDN. BHD. 50% Malaysia MYR 1.000 36.803 6.152 
Chr. Hansen Colombia 46% Colombia COP 3.887 2.270 2.002 
Chr Hansen Middle East and Africa 80% United Arab Emirates AED 500 24.383 1.043 
BacThera Denmark A/S 100% Denmark DKK 2.000 53.083 1.502 
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Notes to the balance sheet 

Amounts in DKK '000 

10 Deferred tax, liability / asset 

Deferred tax in the balance sheet relates to: 

2019 
DKK 

2018 
DKK 

  

Intangible and tangible assets 471.372 567.888 
Current assets 41.253 46.544 
Other assets, deferred commitments and liabilities 9.253 (107.871) 
Carrying amount at August 31, 2019 521.878 506.561 

Deferred tax has been recognized at 22%. 

  

11 Non-current liabilities 

  

Due after 5 years 

  

Mortgage debt 496.260 65.514 

 

496.260 65.514 
Due within 1 - 5 years 

  

Mortgage debt 19.402 72.419 

 

19.402 72.419 

Long-term loans 

  

515.662 137.932 

The average interest rate on mortgage loans is 1.18% p.a. 
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Notes to the balance sheet 

12 Related parties 

Related parties are defined as parties with control or significant influence over Chr. Hansen A/S and all 
transactions are made on market terms: 

Chr. Hansen Holding A/S (holding 100%) 
Bøge Alle 10 - 12 
DK-2970 Hørsholm 

13 Accounting relations 

The annual report of Chr. Hansen A/S is included in the consolidated financial statements of 
Chr. Hansen Holding A/S, Hørsholm, which is the immediate and ultimate parent company. 

The consolidated financial statements can be obtained by request to Chr. Hansen Holding A/S 
Bøge Alle 10-12 DK-2970 Hørsholm. 

14 Contingent liabilities 

The commitment related to the rent of buildings amounted to DKK 735,034 on August 31, 2019 
(2017/18 DKK 34,615K). 
Rent of buildings commitment 0-1 year amounts to DKK 44,178K (2017/18 DKK 8,527K) 
Rent of buildings commitment 1-5 year amounts to DKK 156,719K (2017/18 DKK 26,088K) 
Rent of buildings commitment above 5 year amounts to DKK 534,137 (2017/1/ DKK 0) 

The commitment related to lease of cars amounted to DKK 8,265K on August 31, 2019 
(2017/18 DKK 7,280K). The complete commitment expires within 5 years. 
Lease of car commitment 0-1 year amounts to DKK 3,310K (2017/18 DKK 3,301K) 
Lease of car commitment 1-5 year amounts to DKK4,955K (2017/18 DKK 3,979K) 

Chr. Hansen A/S has provided security for associated companies in the Chr. Hansen Group. 
The security is limited to USD 5 million. 

15 Events after the balance sheet date 

As of September 1, 2019 the company BacThera Denmark A/S was sold til BacThera AG. 
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