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Management’s Statement

The Executive Board and Board of Directors have today considered and adopted the Annual Report of
Howden Axial Fans ApS for the financial year 1 January - 31 December 2020.

The Annual Report is prepared in accordance with the Danish Financial Statements Act.

In our opinion the Financial Statements give a true and fair view of the financial position at 31 December
2020 of the Company and of the results of the Company operations and cash flows for 2020.

In our opinion, Management's Review includes a true and fair account of the matters addressed in the
Review.

We recommend that the Annual Report be adopted at the Annual General Meeting.

Nastved, 29 June 2021

Executive Board

Kenneth Ladefoged Petersen

Board of Directors

Frederick James Hearle James McParland Mark Paul Lehman
Chairman

William Thomson Tekon Ozcay Bjarne Borge Starzec



Independent Auditor’s Report

To the Shareholder of Howden Axial Fans ApS

Opinion

We have audited the Financial Statements of Howden Axial Fans ApS for the financial year 1 January - 31
December 2020, which comprise income statement, balance sheet, statement of changes in equity, cash
flow statement and notes, including a summary of significant accounting policies. The Financial State-
ments are prepared in accordance with the Danish Financial Statements Act.

In our opinion, the Financial Statements give a true and fair view of the financial position of the Com-
pany at 31 December 2020 and of the results of the Company’s operations and cash flows for the financial
year 1 January - 31 December 2020 in accordance with the Danish Financial Statements Act.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) and the additio-
nal requirements applicable in Denmark. Our responsibilities under those standards and requirements
are further described in the ”Auditor’s responsibilities for the audit of the Financial Statements” section
of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Independence

We are independent of the Company in accordance with the International Ethics Standards Board for Ac-
countants’ Code of Ethics for Professional Accountants (IESBA Code) and the additional requirements ap-
plicable in Denmark, and we have fulfilled our other ethical responsibilities in accordance with these re-
quirements.

Management’s responsibilities for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in ac-
cordance with the Danish Financial Statements Act, and for such internal control as Management deter-
mines is necessary to enable the preparation of financial statements that are free from material misstate-
ment, 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 concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting in preparing the Financial Statements unless Management either in-
tends 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 in-
cludes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that 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 arise from fraud or error and are consi-
dered material if, individually or in the aggregate, they could reasonably be expected to influence the eco-
nomic decisions of users taken on the basis of these Financial Statements.



Independent Auditor’s Report

As part of an audit conducted in accordance with ISAs and the additional requirements applicable in
Denmark, we exercise professional judgement and maintain professional scepticism throughout the
audit. We also:

o 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 evi-
dence 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 in-
volve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the ef-
fectiveness of the Company’s internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting esti-
mates and related disclosures made by Management.

e Conclude on the appropriateness of Management’s use of the going concern basis of accounting in pre-
paring the Financial Statements and, based on the audit evidence obtained, whether a material uncer-
tainty exists related to events or conditions that may cast significant doubt on the Company’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 dis-
closures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence ob-
tained 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.

o 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 inter-
nal control that we identify during our audit.

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
Review 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.



Independent Auditor’s Report

Moreover, it is our responsibility to consider whether Management’s Review provides the information re-
quired under the Danish Financials 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 Financial
Statements Act. We did not identify any material misstatement in Management’s Review.

Frederiksberg, 29 June 2021

EY

Godkendt Revisionspartnerselskab
CVR No 30 70 02 28

Christina Maria Davidsen
statsautoriseret revisor

mne34174



Company Information

The Company

Board of Directors

Executive Board

Auditors

Bankers

Howden Axial Fans ApS
Industrivej 23

DK-4700 Nastved

E-mail: power@howden.dk
Website: www.howden.com

CVR No: 15 52 42 43
Financial period: 1 January - 31 December
Municipality of reg. office: Neestved

Frederick James Hearle, Chairman
James McParland

Mark Paul Lehman

William Thomson

Tekon Ozcay

Bjarne Borge Starzec

Kenneth Ladefoged Petersen

EY

Godkendt Revisionspartnerselskab
Dirch Passers Allé 36

DK-2000 Frederiksberg

Danske Bank



Financial Highlights

Seen over a five-year period, the development of the Company is described by the following financial highlights:

Key figures

Profit/loss

Revenue

Profit/loss before financial income and
expenses

Net financials

Net profit/loss for the year

Balance sheet
Balance sheet total
Equity

Investment in property, plant and equipment

Number of employees

Ratios

Gross margin
Profit margin
Return on assets
Solvency ratio
Return on equity

2020 2019 2018 2017 2016

DKKk DKKk DKKk DKKk DKKk
276,365 355,426 355,804 582,890 581,690
-7,692 36,552 12,272 71,037 74,745
7,664 459 1,965 2,612 3,723
-753 26,403 11,147 57,401 61,180
417,963 434,421 370,933 664,023 701,838
238,102 239,124 212,243 439,370 440,713
1,432 2,940 224 1,526 1
153 152 162 132 114
38.4% 41.4% 33.6% 27.1% 26.3%
-2.8% 10.3% 3.4% 12.2% 12.8%
-1.8% 8.4% 3.3% 10.7% 10.6%
57.0% 55.0% 57.2% 66.2% 62.8%
-0.3% 11.7% 3.4% 13.0% 14.9%



Management’s Review
Key activities

Howden Axial Fans ApS, which is owned 100% by Howden Holdings ApS, markets, sells, design and
supplies large axial fans of type VARIAX primarily to the global power plant market and to a lesser
degree to the global mining and metro/tunnel market.

Howden Axial Fans ApS refers to an overall group management in Howden Ltd. Glasgow, Scotland,
which is part of the American group KPS Capital Partners. (www.kpsfund.com).

The products include new axial fans, conversion of axial fans, service of these and related replacement
parts.

Howden Axial Fan ApS follow our owner’s policies and guidelines as laid out in the Howden Code of
Conduct and related policies as well as Howden Global policies and guidelines. Howden Axial Fan Aps
are certified towards ISO 9001, ISO 14001 and OHSAS 18001 and we have our own policy regarding
values, quality, environment, health and safety. Policies and guidelines is available on www.howden.com.

The year that was and the follow-up to last year's expected development

In March 2020, the Covid-19 pandemic hit most of the world and it changed from one day to the next our
way of doing business. Employees were sent home and travel restrictions were imposed. Home offices
were quickly established that have been in operation for the rest of 2020 and will continue to operate in
2021. The existing IT infrastructure and software packages have been geared to make it possible to
almost continue operating Howden Axial Fans unchanged. The impact of the Covid-19 situation has
primarily included traveling employees who, due to travel restrictions, have not been able to perform
service tasks in areas outside Central Europe. However, Howden Axial Fans has also been affected by a
reluctance on the part of our customers to place orders in the same quantity as before, as closure has
affected large parts of the world. Only to a lesser extent have subcontractors' inability to deliver been the
cause of loss of orders. It is not possible to calculate the economic impact of the Covid-19 pandemic for
Howden Axial Fans for 2020.

2020 has been a difficult year for Howden Axial Fans in several areas. The decline in the former primary
business area within the power plant sector has continued. In addition, it has been necessary to make
provisions for losses on old receivables within the same sector. Furthermore, the transition to the
infrastructure sector within Tunnel / Metro in particular has taken longer than expected. The result is
that Howden Axial Fans comes out with a total deficit of 29 kDKK including extraordinary non-recurring
costs of 24.900 kDKK arising from income obtained in previous years.

Howden Axial Fans ApS consists of the following departments / activities:

+ New Equipment Sales, Tunnel & Metro
+ New Equipment Sales, Power

+ New Equipment Sales, Wind tunnel

» Marketing & Business Development

+ Quality Assurance

« Engineering



Management’s Review

« Project Management
 Aftermarket

« Supply chain

+ Finance, Admin, HR & IT

Special risks, operational risks and financial risks

The Covid-19 pandemic appears to be continuing throughout the year. Impact on Howden Axial Fans is
not possible to predict but a continued recession in the world economy could affect investments in both
power plants and infrastructure projects. All necessary measures to address and mitigate the impact of
the pandemic has been implemented in Howden Axial Fans and therefore the expectation is that the
crisis will not have a significant impact on the result for 2021.

Expectations for the coming year 2021

In 2021, we will continue our focus on selecting profitable and strategic customers and not least invest
further in continued expansion of the Aftermarket and Tunnel/Metro segment. Furthermore, we aim to
capture market share in other areas like Middle East, Far East/South East Asia and China via our
Howden network.

The sales in 2021 is expected to grow especially in the Aftermarket and Tunnel/Metro segment. In both
areas the company has implemented strong strategic initiatives.

Development (including research) of our products and business systems

Recent years decline in especially power (coal fired) driven by strong environmental legislation/policies
adopted by most EU countries has driven our product developments. While power has decreased other
industrial markets not least within Tunnel & Metro (urbanization combined with increasing need for
effective transportation of goods/vehicle transportation) has experienced significant growth. Our focus
have been to expand and develop new products specifically for T&M applications — jet fans and large
axial fans — while both product ranges have been subject to continuous improvement initiatives to
improve supply chain and VAVE (Value Adding Value Engineering).

While new build market for power plants have declined our installed base of power axials have seen
increased requirements for retrofit solutions and service. To strengthen this opportunity further we have
had several development initiatives on retrofit solutions including turning gear brake, acid resistant
hydraulic hoses and hydraulic regulating systems for competitor fans.

During 2020 further UPTIME solutions were developed and delivered within industrial and tunnel
applications. The pipeline of global UPTIME opportunities for Axial Fan applications have been growing
during 2020 and we see an increased interest from customers on this predictive tool, as a mean to
improve equipment performance as well as to avoid unplanned stoppage.



Management’s Review

Corporate Social Responsibility (CSR)

Howden Axial Fans ApS strives to operate in a responsible manner in every aspect of its business.
Following the business model, described initially, where Howden Axial Fans ApS operates within the
global market, the risks with regards to our social responsibility primarily relates to our impact on the
environment, our work environment and the risk of bribery and anticorruption. For the same reason, this
is the focus when it comes to our social responsibility. Below we have further described our policies,
goals, actions and accomplishments in these areas.

External environment

In the Howden EHS Charter the environmental policy is to “ensure our operation are sustainable”. The
action shall focus on “reducing our environmental impact from our activities through a structured envi-
ronment and sustainability improvement programme”.

In 2020, we focused on the external environment, especially in connection with our action plans in
connection with our ISO 14001 certification. In this regard, we focused on environmental initiatives in
product development and our household including reducing local consumption of electricity, heating,
water, paper etc. In 2020 we reduced our Energy use with 10%, water consumption with 3% and waste
was reduced in volume with 20%. The environmental project of 2020 was the shift of lighting in the
workshop and warehouse. We lowered our energy consumption in our workshop area for lighting with
74% by shifting to Led-lights and at the same time improved the working environment due to much
better and brighter light.

We also focus on our products where we increasingly place demands on our partners and subcontractors
can demonstrate environmental improvements and either ISO 14001 or other documented
environmental improvement initiatives.

In our Aftermarket we are focused on retrofit solutions optimising efficiency and hereby reducing the
energy consumption of fans and thus reduce emissions from power plants.

We incorporate environmental parameters in our selection process of new partners and suppliers.

Howden Global required a more detailed data collection on all consumption and waste as a part of the
increased focus on sustainability in 2021.

In 2021 the environmental project for Howden Axial Fans ApS is this to improve the ventilation and
climate system. This will include the face out the use of R22 cooling agent, a more energy efficient system
and change to LED-based lighting in the office building. Besides this we also update the Energy Audit
Review according to the EU requirements to identify new energy saving opportunities.

In 2021 the Howden Think Safe programme focus entirely on sustainability involving monthly
sustainability presentations and actions to all associates and business units.

Later in 2021 Howden Global will roll out a structured and systematic environmental approach to meet
the sustainability goals in 2022.



Management’s Review

Howden Axial Fan do not have an explicit CO2 or Climate policy but we have integrated the impact of our
product in our environmental part of our overall policy. Our Axial Fan products are the highest efficient
fans on the global power and mining market.

Bribery and anticorruption

Howden Axial Fans ApS has again in 2020 focused on initiatives that can prevent any form of bribery and
corruption, and has continued to develop the policy implemented during 2014/2015 in regards to "Anti
Bribery and Corruption Policy". Every associate has gone through an ethics, bribery and corruption
training including passing a test to be able to work in Howden Axial Fans ApS. In 2020 we also got a new
set of values where one of these is “We do the right thing” with direct links to ensuring a high level of
ethical behavior. Furthermore an Group ABC whistleblower hotline is in place and is being used (not in
relation to Howden Axial Fans).

We now believe we have a good and robust process, and no corruption incidents was reported in 2020.

Social responsibility (climate, work environment and human rights)

Howden Axial Fans is aware of and take its wider community responsibility. We are very focused on
environmental and working conditions, environmental impact and our general ethical and social
responsibility. To us, this is also what constitutes securing human rights - that we act responsible in
respect of employees, in respect of the community and in respect of ensuring that our business partners
act with responsibility — please also see the section on bribery and anticorruption. Howden Axial Fans
currently has the three main ISO certificates in the industry, namely ISO 9001, ISO 14001 and ISO
18001. In 2020 we managed again to avoid any severe work related accidents in staff and this is also the
goal for 2020. We will furthermore continue to support a number of local social activities in vicinity of
Naestved, including financial support to local organizations that support local charities, sponsorship of
local sports clubs in football and basketball in Nzstved. Finally, Howden Axial Fans strives to follow all
rules and regulations in the social and environmental fields, and initiate even more volunteer activities
for continual improvement of our ethical and social responsibility.

Anti-harassment and discrimination policy

It is important that our workplace remain free from all forms of discrimination, intimidation and
harassment. An environment where Associates can maximize their potential is only possible when each
person is treated fairly and with respect. Associates are expected to comply with the Colfax Anti-
Harassment and Discrimination Policy.

Howden Axial Fans is committed to enforcing this policy at all levels within the organization. This
includes all sales agents, representatives, independent contractors, consultants, employees, officers, new
hires and when they are acting on behalf of Howden Axial Fans. Any Associate who engages in prohibited
discrimination or harassment will be subject to discipline, up to and including immediate discharge from
employment. To ensure that all employees are treated fairly and not discriminated, all new hires are
presented to and trained in Howden Axial Fans’ policies on the area. In general we consider the risk
related to harassment and discrimination as low. In 2020 no harassment or discrimination incidents was
reported.

10



Management’s Review

We have introduced a new engagement tool in which we identify if the organisation finds that we are not
doing enough to prevent harassment or discrimination.

Gender Policy

Howden Axial Fans see it as strength that both genders are well represented at management level and
that this brings added value to Howdens business and the development of this. In Howden Axial Fans
everyone has an equal opportunity independent of gender, sexual preference, religion or color.

Howden Axial Fans seeks to ensure a balance in the number of men and women at all levels of
management, and are striving towards the objective, that neither men nor women in 2020 will be
represented by less than 20%.

Today, two out of the eight members of the management team are women. This is equivalent to 25%
female representation in the management team, which is in line with the objective we established earlier
on.

At the board of directors whereof four members are elected by the owner there are no woman
represented for the time being. The target figure has not been achieved since no new board members
were elected in 2020.

Target fulfillment is hard to meet since the industry in general is male dominated. Objective in all
recruitments it to place the best-qualified candidate and the male/female ratio of applicants is approx.
90/10%. We seek to ensure that candidate shortlists have female representation and we also strive to
ensure that there is female representation in the interview panel bot in support of better gender diversity
but also to insure a higher degree of inclusion.

Howden will in 2021 formulate a Diversity Strategy that Howden Axial Fans will work against - and
Howden Axial Fans have furthermore signed DI’s diversity pledge.

Subsequent events

No events with a material impact on the assessment of the economy of Howden Axial Fans ApS have
occurred after the balance sheet date.

11



Income Statement 1 January - 31 December

Note 2020 2019
DKKk DKKk
Revenue 2 276,365 355,426
Other operating income 21,188 16,670
Expenses for raw materials and consumables -110,533 -130,128
Other external expenses -80,920 -94,753
Gross profit/loss 106,100 147,215
Staff expenses 3 -110,479 -107,254
Depreciation, amortisation and impairment of intangible assets and
property, plant and equipment 4 -3,313 -3,409
Profit before financial income and expenses -7,692 36,552
Income from investments in associates 0 992
Financial income 5 8,652 1,479
Financial expenses -988 -2,012
Profit before tax -28 37,011
Tax on profit for the year 6 -725 -10,608
Net profit/loss for the year -753 26,403

12



Balance Sheet 31 December

Assets

Goodwill

Intangible assets

Land and buildings
Other fixtures and fittings, tools and equipment

Property, plant and equipment
Fixed assets

Finished goods and goods for resale

Inventories

Trade receivables

Contract work in progress
Receivables from group enterprises
Other receivables

Deferred tax asset

Corporation tax

Prepayments

Receivables
Cash at bank and in hand
Currents assets

Assets

Note 2020 2019
DKKk DKKk

17,261 19,818

7 17,261 19,818

6,818 7,053

1,427 515

8 8,245 7,568

25,506 27,386

11,775 12,489

11,775 12,489

40,482 59,930

9 37,197 66,907

272,776 239,937

10 11,388 12,413

11 9,643 6,453

2,142 1,020

12 507 1,319

374,135 387,979

6,547 6,567

392,457 407,035

417,963 434,421

13



Balance Sheet 31 December

Liabilities and equity

Note 2020 2019
DKKk DKKk

Share capital 13 1,500 1,500
Retained earnings 151,602 237,624
Proposed dividend for the year 85,000 0
Equity 238,102 239,124
Other provisions 15 12,363 8,718
Provisions 12,363 8,718
Other payables 11,376 3,838
Long-term debt 16 11,376 3,838
Trade payables 53,162 83,525
Contract work in progress, liabilities 9 32,897 11,624
Payables to group enterprises 41,942 61,978
Corporation tax 716 0
Other payables 27,405 25,614
Short-term debt 156,122 182,741
Debt 167,498 186,579
Liabilities and equity 417,963 434,421
Subsequent events 1

Distribution of profit 14

Contingent assets, liabilities and other financial obligations 19

Related parties 20

Fee to auditors appointed at the general meeting 21

Accounting Policies 22

14



Statement of Changes in Equity

2020

Equity at 1 January

Net adjustment of hedge instruments
Net profit/loss for the year

Equity at 31 December

2019

Equity 1. januar

Net adjustment of hedge instruments
Net profit/loss for the year

Proposed
Retained dividend for the

Share capital earnings year Total

DKKk DKKk DKKk DKKk
1,500 237,624 0 239,124
0 -269 0 -269
0 -85,753 85,000 -753
1,500 151,602 85,000 238,102
1,500 210,743 0 212,243
0 478 0 478
0 26,403 0 26,403
1,500 237,624 0 239,124

Equity at 31 December

15



Cash Flow Statement 1 January - 31 December

Net profit/loss for the year
Adjustments
Change in working capital

Cash flows from operating activities before financial income and

expenses

Financial income
Financial expenses

Cash flows from ordinary activities

Corporation tax paid

Cash flows from operating activities

Purchase of property, plant and equipment
Sale of fixed asset investments etc

Cash flows from investing activities

Repayment of payables to group enterprises
Raising of loans from group enterprises
Raising of other long-term debt

Cash flows from financing activities
Change in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Cash and cash equivalents are specified as follows:

Cash at bank and in hand

Cash and cash equivalents at 31 December

Note 2020 2019
DKKk DKKk

753 26,403

17 -3,626 13,559

18 12,117 -78,330

7,738 -38,368

8,653 1,484

-984 2,017

15,407 -38,901

-4,320 -1,308

11,087 -40,209

1,432 -2,940

0 375

1,432 -2,565

-9,675 0

0 31,444

0 3,838

-9,675 35,282

-20 -7,492

6,567 14,059

6,547 6,567

6,547 6,567

6,547 6,567
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Notes to the Financial Statements
1 Subsequent events

No events with a material impact on the assessment of the economy of Howden Axial Fans ApS have occurred
after the balance sheet date.

2020 2019
DKKk DKKk
2 Revenue
Geographical segments
Revenue, domestic markets 12,586 10,815
Revenue, export markets 263,779 344,611
276,365 355,426
3 Staff expenses
Wages and salaries 101,150 98,256
Pensions 9,329 8,359
Other social security expenses 0 639
110,479 107,254
Average number of employees 153 152

Remuneration to the Executive Board has not been disclosed in accordance with section 98 B(3) of the Danish
Financial Statements Act.

4 Depreciation, amortisation and impairment of intangible
assets and property, plant and equipment

Amortisation of intangible assets 2,557 2,557
Depreciation of property, plant and equipment 756 852
3,313 3,409

17



Notes to the Financial Statements

2020 2019
DKKk DKKk
5 Financial income
Interest received from group enterprises 1,310 669
Other financial income 54 11
Fair value of derivatives 5,606 0
Exchange rate gains 1,682 799
8,652 1,479
6 Tax on profit for the year
Current tax for the year 3,508 5772
Deferred tax for the year -2,828 4,097
Adjustment of tax concerning previous years 45 739
725 10,608
7 Intangible assets
Goodwill
DKKk
Cost at 1 January 25,571
Cost at 31 December 25,571
Impairment losses and amortisation at 1 January 5,753
Amortisation for the year 2,557
Impairment losses and amortisation at 31 December 8,310
Carrying amount at 31 December 17,261

18



Notes to the Financial Statements

8 Property, plant and equipment

Other fixtures
and fittings,
Land and tools and
buildings equipment

DKKk DKKk
Cost at 1 January 7,186 12,808
Additions for the year 0 1,433
Cost at 31 December 7,186 14,241
Impairment losses and depreciation at 1 January 133 12,293
Depreciation for the year 235 521
Impairment losses and depreciation at 31 December 368 12,814
Carrying amount at 31 December 6,818 1,427

2020 2019

DKKk DKKk
Contract work in progress
Selling price of work in progress 91,165 100,342
Payments received on account -86,865 -45,059

4,300 55,283
Recognised in the balance sheet as follows:
Contract work in progress recognised in assets 37,197 66,907
Contract work in progress recognised in liabilities -32,897 -11,624
4,300 55,283

19



Notes to the Financial Statements

10 Derivative financial instruments

11

Derivative financial instruments contracts in the form of forward exchange contracts have been concluded to
hedge future sale of goods in USD, NOK, SEK and PLN and to hedge future purchase of goods in SEK, PLN
and USD. Furthermore, at the balance sheet date the Company has derivative instruments in the same
currencies to hedge recognised amounts receivables and payables. At the balance sheet date, the fair value of
unsettled derivative financial instruments amounts to:

2020 2019
DKKk DKKk

Assets 5,135 0

In addition to the fair value of unsettled derivative financial instruments, derivative financial instruments of DKK
471k have been settled concerning sale and purchase goods.

The derivatives do not qualify as hedge accounting from an accounting perspective, and no profit and loss
concerning future sale and purchase of goods were accounted for in the equity in 2020.

Sales contracts and purchase orders for purchase of goods in USD have been hedged for a period of 1-5
months for an amount of USD 8,118k (net sales) corresponding to approx 96% of those sales contracts and
purchase orders.

Sales contracts and purchase orders for purchase of goods in NOK, GBP, PLN and SEK have been hedged for
a period of 1-6 months for an amount of USD 5,546k (net sales) corresponding to approx 74% of those sales
contracts and purchase orders.

2020 2019

DKKk DKKk
Deferred tax asset
Deferred tax asset at 1 January 6,453 10,550
Amounts recognised in the income statement for the year 2,828 -4,097
Adjustment of tax concerning previous years 362 0
Deferred tax asset at 31 December 9,643 6,453

The deferred tax asset primarily concerns temporary differences between the carrying amount and tax base of

goodwill, work in progress and warranty provisions.

20



Notes to the Financial Statements

12

13

14

15

Prepayments

Prepayments consist of prepaid expenses concerning insurance premium, subscriptions and interest.

Share capital
The share capital consists of 1 share of a nominal value of DKKk 1,500. No shares carry any special rights.

There have been no changes in the share capital during the last 5 years.

2020 2019
DKKk DKKk
Distribution of profit
Proposed dividend for the year 85,000 0
Retained earnings -85,753 26,403
-753 26,403
Other provisions
Warranty commitments and other commitments in connection with
delayed delivery 12,363 8,718
12,363 8,718
The provisions are expected to mature as follows:
Within 1 year 12,363 8,718
12,363 8,718

21



Notes to the Financial Statements

16

17

18

Long-term debt

Payments due within 1 year are recognised in short-term debt. Other debt is recognised in long-term debt.

The debt falls due for payment as specified below:

Other payables

After 5 years

Between 1 and 5 years
Long-term part

Other short-term payables

Cash flow statement - adjustments

Financial income

Financial expenses

Depreciation, amortisation and impairment losses, including losses and
gains on sales

Income from investments in associates

Tax on profit for the year

Cash flow statement - change in working capital

Change in inventories

Change in receivables

Change in other provisions

Change in trade payables, etc

Fair value adjustments of hedging instruments

2020 2019
DKKk DKKk
0 0
11,376 3,838
11,376 3,838
27,405 25,614
38,781 29,452
-8,652 -1,479
988 2,012
3,313 3,410
0 -992
725 10,608
-3,626 13,559
714 -426
7,792 -81,616
3,646 -1,497
234 4,731
-269 478
12,117 -78,330
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2020 2019

DKKk DKKk
Contingent assets, liabilities and other financial obligations
Rental and lease obligations
Lease obligations under operating leases. Total future lease payments:
Within 1 year 85 104
Between 1 and 5 years 37 64
After 5 years 0 0

122 168

Rent obligations, period of non-terminability between 3-12 months 4,298 4,222

Guarantee obligations

Guarantee obligations amount to DKK 57,604k (2019: DKK 66,976k).

Other contingent liabilities

The group companies are jointly and severally liable for tax on the jointly taxed incomes etc of the Group. The

total amount of corporation tax payable is disclosed in the Annual Report of Howden Holdings ApS, which is the

management company of the joint taxation purposes. Moreover, the group companies are jointly and severally

liable for Danish withholding taxes by way of dividend tax, tax on royalty payments and tax on unearned income.

Any subsequent adjustments of corporation taxes and withholding taxes may increase the Company’s liability.

Related parties
Basis
Controlling interest
Howden Holdings ApS, Industrivej 23, Naestved,
Denmark Parent Company
KPS Capital Partners LP, 485 Lexington Avenue, Fl 31,
New York 10017, USA Ultimate Parent Company
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20 Related parties (continued)

Transactions

During the year, the Company had the following transactions with its ultimate Parent Company and its
subsidiaries:

Sale of goods and services, mDKK 120.4

Purchase of goods and services, mDKK 48.0

Interest income, mDKK 1.3

Management fee and Trademark fee, cost, mDKK 10.5
Royalty, income, mDKK 8.0

Product license fee expense, mDKK 15.2

Cash Management Agreement, mDKK 12.3

Receivables, mDKK 119.7

Payables, mDKK 25.3

Loan receivables, mDKK 135.4
Consolidated Financial Statements

The Company is included in the Group Annual Report of the Parent Company

Name Place of registered office

Granite Holdings Il B.V. The Netherlands

The Group Annual Report of may be obtained at the following address:

Howden Group Limited
Old Govan Road
Renfrew PA4 8XJ
Scotland

2020 2019
DKKk DKKk

21 Fee to auditors appointed at the general meeting

Feeto EY 786 716

786 716
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22 Accounting Policies

The Annual Report of Howden Axial Fans ApS for 2020 has been prepared in accordance with the provi-
sions of the Danish Financial Statements Act applying to large enterprises of reporting class C .

The accounting policies applied remain unchanged from last year.
Financial Statements for 2019 are presented in Danish kroner.

Business combinations

Business acquisitions carried through on or after 1 July 2018

Acquisitions of subsidiaries are accounted for using the purchase method under which the identifiable
assets and liabilities of the entity acquired are measured at fair value at the time of acquisition.

The time of acquisition is the time when the Group obtains control of the entity acquired.

The cost of the entity acquired is the fair value of the consideration agreed, including consideration con-
tingent on future events. Transaction costs directly attributable to the acquisition of subsidiaries are re-
cognised in the income statement as incurred.

Positive differences between the cost of the entity acquired and identifiable assets and liabilities are recog-
nised as goodwill in intangible assets in the balance sheet and are amortised in the income statement on a
straight-line basis over their estimated useful lives. Where the differences are negative, they are recog-
nised immediately in the income statement.

Where the purchase price allocation is not final, positive and negative differences from acquired subsidia-
ries due to changes to the recognition and measurement of identifiable net assets may be adjusted for up
to 12 months after the time of acquisition. These adjustments are also reflected in the value of goodwill or
negative goodwill, including in amortisation already made.

Where cost includes contingent consideration, this is measured at fair value at the time of acquisition.
Contingent consideration is subsequently measured at fair value. Any value adjustments are recognised
in the income statement.

In respect of step acquisitions, any previously held investments in the entity acquired are remeasured at
fair value at the time of acquisition. The difference between the carrying amount of the investment pre-
viously held and the fair value is recognised in the income statement.

Business acquisitions carried through before 1 July 2018

Subject to some exemptions, acquisitions carried through before 1 July 2018 are accounted for under the
same accounting policies as those applying to business combinations carried through on or after 1 July
2018. The most material exemptions are:
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22 Accounting Policies (continued)

Identifiable assets and liabilities of the entity acquired are recognised only if they are probable.

o Identifiable contingent liabilities of the entity acquired are not recognised in the consolidated balance
sheet.

e Where the purchase price allocation is not final, positive and negative differences due to changes to
the recognition and measurement of the acquired net assets may be adjusted until the end of the finan-
cial year following the year of acquisition. These adjustments are also reflected in the value of goodwill
or negative goodwill, including in amortisation already made.

e Transaction costs directly attributable to the acquisition of subsidiaries are included as part of cost.

o After the initial recognition, adjustment of contingent consideration is recognised directly with its
counter entry in initial purchase price, thus correcting the value of goodwill or negative goodwill.

o In respect of step acquisitions, the carrying amount of the existing investments is recognised in cost.

Uniting of interests

Intragroup business combinations are accounted for under the uniting-of-interests method. Under this
method, the two enterprises are combined at carrying amounts, and no differences are identified. Any
consideration which exceeds the carrying amount of the acquired enterprise is recognised directly in
equity. The uniting-of-interests method is applied at the date of acquisition, and comparative figures
have not been restated.

Leases

All 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.

Translation policies

Transactions in foreign currencies are translated at the exchange rates at the dates of transaction.
Exchange differences arising due to differences between the transaction date rates and the rates at the
dates of payment are recognised in financial income and expenses in the income statement.

Receivables, payables and other monetary items in foreign currencies that have not been settled at the
balance sheet date are translated at the exchange rates at the balance sheet date. Any differences between
the exchange rates at the balance sheet date and the rates at the time when the receivable or the debt
arose are recognised in financial income and expenses in the income statement.
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22 Accounting Policies (continued)

Derivative financial instruments

Derivative financial instruments are initially recognised in the balance sheet at cost and are subsequently
remeasured at their fair values. Positive and negative fair values of derivative financial instruments are
classified as “Other receivables” and “Other payables”, respectively.

Changes in the fair values of derivative financial instruments are recognised in the income statement
unless the derivative financial instrument is designated and qualify as hedge accounting, see below.

Hedge accounting

The Company has chosen IAS 39 as interpretation for hedge accounting.

Changes in the fair values of financial instruments that are designated and qualify as fair value hedges of
a recognised asset or a recognised liability are recognised in the income statement as are any changes in
the fair value of the hedged asset or the hedged liability related to the hedged risk.

Changes in the fair values of derivative financial instruments that are designated and qualify as hedges of
expected future transactions are recognised in retained earnings under equity as regards the effective
portion of the hedge. The ineffective portion is recognised in the income statement. If the hedged trans-
action results in an asset or a liability, the amount deferred in equity is transferred from equity and
recognised in the cost of the asset or the liability, respectively. If the hedged transaction results in an
income or an expense, the amount deferred in equity is transferred from equity to the income statement
in the period in which the hedged transaction is recognised. The amount is recognised in the same item
as the hedged transaction.

Revenue

Information on geographical segments is based on the Companys internal financial reporting system.

Income Statement

Revenue

The Company has chosen IFRS 15 as interpretation for revenue recognition.

Revenue from the sale of goods is recognised when the risks and rewards relating to the goods sold have
been transferred to the purchaser, the revenue can be measured reliably and it is probable that the econo-
mic benefits relating to the sale will flow to the Company.

Contract work in progress (construction contracts) is recognised at the rate of completion, which means
that revenue equals the selling price of the work completed for the year (percentage-of-completion
method). This method is applied when total revenues and expenses in respect of the contract and the
stage of completion at the balance sheet date can be measured reliably, and it is probable that the econo-
mic benefits, including payments, will flow to the Company. The stage of completion is determined on the
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22 Accounting Policies (continued)
basis of the ratio between the expenses incurred and the total expected expenses of the contract.

Revenue is measured at the consideration received and is recognised exclusive of VAT and net of
discounts relating to sales.

Expenses for raw materials and consumables

Expenses for raw materials and consumables comprise the raw materials and consumables consumed to
achieve revenue for the year.

Other external expenses

Other external expenses comprise expenses relating to distribution, sale, advertising, administration,
premises, bad debts, payment under operation leases, etc.

Staff expenses

Staff expenses comprise wages and salaries, including compensated absence and pensions, as well as
other social security contributions, etc. made to the Company’s employees. The item is net of refunds
made by public authorities.

Amortisation, depreciation and impairment losses

Amortisation, depreciation and impairment losses comprise amortisation, depreciation and impairment
of property, plant and equipment.

Other operating income and expenses

Other operating income and other operating expenses comprise items of a secondary nature to the main
activities of the Company, including gains and losses on the sale of property, plant and equipment.

Income from investments in associates

The item “Income from investments in associates” in the income statement includes the proportionate
share of the profit for the year.

Financial income and expenses

Financial income and expenses comprise interest, realised and unrealised exchange adjustments as well
as extra payments and repayment under the onaccount taxation scheme.
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22 Accounting Policies (continued)

Tax on profit for the year

Tax for the year consists of current tax for the year and changes in deferred tax for the year. The tax
attributable to the profit for the year is recognised in the income statement, whereas the tax attributable
to equity transactions is recognised directly in equity.

The Company is jointly taxed with its Danish Group entities. The tax effect of the joint taxation is allo-
cated to Danish enterprises in proportion to their taxable incomes.

Jointly taxed companies entitled to a tax refund are, as a minimum, reimbursed by the management
company according to current rates applicable to intereset allowances, and jointly taxed companies
havind paid too little tax pay, as a maximum, a surcharge according to the current rates applicable to
interest surcharges to the management company.

Balance Sheet

Intangible assets

Goodwill

Goodwill is amortised on a straight-line basis over the estimated useful life of 10 years determined on the
basis of Management’s experience with the individual business areas and the business case for the
acquired business.

Property, plant and equipment

Property, plant and equipment are measured at cost less accumulated depreciation and less any accumu-
lated impairment losses.

Cost comprises the cost of acquisition and expenses directly related to the acquisition up until the time
when the asset is ready for use.

Depreciation based on cost reduced by any residual value is calculated on a straight-line basis over the
expected useful lives of the assets, which are:

Buildings 25 years
Plant and machinery 5-10 years
Other fixtures and fittings, tools

and equipment 2-6 years

Depreciation period and residual value are reassessed annually.
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22 Accounting Policies (continued)

Impairment of fixed assets

The carrying amounts of property, plant and equipment and investments are reviewed on an annual basis
to determine whether there is any indication of impairment.

If so, an impairment test is carried out to determine whether the recoverable amount is lower than the
carrying amount. If so, the asset is written down to its lower recoverable amount.

The recoverable amount of the asset is calculated as the higher of net selling price and value in use.
Where a recoverable amount cannot be determined for the individual asset, the assets are assessed in the
smallest group of assets for which a reliable recoverable amount can be determined based on a total
assessment.

Assets for which a separate value in use cannot be determined as the asset does not on an individual basis
generate future cash flows are reviewed for impairment together with the group of assets to which they
are attributable.

Investments in
Inventories

Inventories are measured at the lower of cost under the FIFO method and net realisable value.
The cost of goods for resale, raw materials and consumables equals landed cost.

The cost of finished goods and work in progress comprises the cost of raw materials, consumables and di-
rect labour with addition of indirect production costs.

Receivables

Receivables are measured at amortised cost, which usually corresponds to the nominal value.

The Company has chosen IAS 39 as interpretation for impairment write-down provisions of financial
receivables.

Provisions are made for bad debts on the basis of objective evidence that a receivable or a group of re-

ceivables are impaired. Provisions are made to the lower of the net realisable value and the carrying
amount.
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22 Accounting Policies (continued)

Contract work in progress

Contract work in progress is measured at selling price of the work performed calculated on the basis of
the stage of completion. The stage of completion is measured by the proportion that the contract expen-
ses incurred to date bear to the estimated total contract expenses. Where it is probable that total contract
expenses will exceed total revenues from a contract, the expected loss is recognised as an expense in the
income statement.

Where the selling price cannot be measured reliably, the selling price is measured at the lower of expen-
ses incurred and net realisable value.

Payments received on account are set off against the selling price. The individual contracts are classified
as receivables when the net selling price is positive and as liabilities when the net selling price is negative.

Expenses relating to sales work and the winning of contracts are recognised in the income statement as
incurred.

Prepayments

Prepayments comprise prepaid expenses concerning subsequent financial reporting years.

Equity

Dividend

Dividend distribution proposed by Management for the year is disclosed as a separate equity item.

Provisions

Provisions are recognised when - in consequence of an event occurred before or on the balance sheet date
- the Company has a legal or constructive obligation and it is probable that economic benefits must be
given up to settle the obligation.

Other provisions include warranty obligations in respect of repair work within the warranty period of
typically 1-5 years. Provisions are measured and recognised based on experience with guarantee work.
The company makes provisions for warranty obligations on the basis of a risk assesment of the nature of
delivery.

Provisions expected to be settled after more than one year after the balance sheet date are measured at
the net present value of the expected payments. Other provisions are measured at net realisable value.
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22 Accounting Policies (continued)

Deferred tax assets and liabilities

Deferred tax is recognised in respect of all temporary differences between the carrying amount and the
tax base of assets and liabilities. However, deferred tax is not recognised in respect of temporary differen-
ces concerning goodwill not deductible for tax purposes and other items - apart from business acquisi-
tions - where temporary differences have arisen at the time of acquisition without affecting the profit for
the year or the taxable income.

Deferred tax is measured on the basis of the tax rules and tax rates that will be effective under the legisla-
tion at the balance sheet date when the deferred tax is expected to crystallise as current tax. In cases
where the computation of the tax base may be made according to alternative tax rules, deferred tax is
measured on the basis of the intended use of the asset and settlement of the liability, respectively.

Deferred tax assets are measured at the value at which the asset is expected to be realised, either by elimi-
nation in tax on future earnings or by set-off against deferred tax liabilities.

Deferred tax assets and liabilities are offset within the same legal tax entity.

Current tax receivables and liabilities

Current tax liabilities and receivables are recognised in the balance sheet as the expected taxable income
for the year adjusted for tax on taxable incomes for prior years and tax paid on account. Extra payments
and repayment under the on-account taxation scheme are recognised in the income statement in finan-
cial income and expenses.

Financial debts

Loans are recognised initially at the proceeds received net of transaction expenses incurred. Subsequent-
ly, the loans are measured at amortised cost; the difference between the proceeds and the nominal value
is recognised as an interest expense in the income statement over the loan period.

Other debts are measured at amortised cost, substantially corresponding to nominal value.

Cash Flow Statement

The cash flow statement shows the Company s cash flows for the year broken down by operating,
investing and financing activities, changes for the year in cash and cash equivalents as well as the
Company s cash and cash equivalents at the beginning and end of the year.

Cash flows from operating activities

Cash flows from operating activities are calculated as the net profit/loss for the year adjusted for changes
in working capital and non-cash operating items such as depreciation, amortisation and impairment los-
ses, and provisions. Working capital comprises current assets less short-term debt excluding items
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included in cash and cash equivalents.

Cash flows from investing activities

Cash flows from investing activities comprise cash flows from acquisitions and disposals of intangible as-
sets, property, plant and equipment as well as fixed asset investments.

Cash flows from financing activities

Cash flows from financing activities comprise cash flows from the raising and repayment of long-term
debt as well as payments to and from shareholders.

Cash and cash equivalents

Cash and cash equivalents comprise "Cash at bank and in hand”.

The cash flow statement cannot be immediately derived from the published financial records.
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Financial Highlights

Explanation of financial ratios

Gross margin Gross profit x 100
Revenue

Profit margin Profit before financials x 100
Revenue

Return on assets Profit before financials x 100

Total assets

Solvency ratio Equity at year end x 100
Total assets at year end

Return on equity Net profit for the year x 100
Average equity
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