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WHO WE ARE

STARK Group is a leading business-to-business distributor

In brief

of heavy building materials for the construction industry in
the Nordics and Germany, with a strategic focus on serving
small and medium sized enterprises (SME) in the renovation,
maintenance and improvements (RMI) end-market. We

have a strong footprint in faster growing urban areas,
particularly in and around large cities and national capitals,
where population growth is above the national average.

We bridge the gap between suppliers

and customers by playing a critical role

in a complex value chain. For our more

than 235,000 customers, we provide a
deep, competitively priced product range,
essential technical product expertise as
well as logistical support, offered through
our densely populated distribution network.
Our strength as a group also gives us a
critical role in assisting ~10,000 suppliers in
gaining cost-efficient access to the large and
growing, but fragmented SME market while
we simultaneously provide key value-added

services such as deep insight into customer
purchasing patterns, efficient logistics and
aftersales care.

Headquartered in Denmark, STARK Group
has doubled in size over the last couple

of years through acquisitions and organic
growth, and today, we hold a leading position
in all our markets.

STARK Group has pioneered the construction
industry for more than 120 years, and we
continue to do so.




AT A GLANCE

#

We have a leading #1
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BELJER

BYGGMATERIAL

4,095

2018/19 2020*

Net sales (EURm)

* Figures for Germany cover 10 months of operations

1,032

2018/19 2020*

241

75

Germany

“Nordics

2018/19 2020* 2020
(Post-IFRS 16)*

Adjusted gross profit (EURm)™

** Regional market position in Norway

Adjusted EBITDA (EURm)**

** As defined on p. 10 Financial Highlights
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MESSAGE
FROM THE CEO
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STARK Group has delivered a strong
performance in a year defined by major
events impacting our company.

| have the deepest respect for our local teams
who have delivered on our strategy with great
discipline while treading new ground along
the way.

We completed our transformative acquisition
of Saint Gobain Building Distribution
Deutschland and added several bolt-on
acquisitions in the Nordics during the

year. With such a strong track record of
accretive acquisitions, we believe we are well
positioned to engage in further synergistic
acquisitions in the markets we serve. Our
nationwide scale and infrastructure, strong
business model, performance culture and
strategy allow us to realise synergies in
acquisitions within a relatively short time
frame.

In the spring of 2020, the Covid-19 pandemic
shut down economies globally resulting in
severe uncertainty. Our main focus areas
throughout this crisis have been the health
and safety of our people and customers

and to protect the business and operations
of the Group. Our performance through

the pandemic has confirmed the strengths
of our strategy and the importance of a
decentralised business model and culture of
employee engagement all the way from our
corporate headquarters to local branches.

The achievements in the past year are
testament to the fact that having the right
people and the right strategy is key to
obtaining strong results.

STRONG EARNINGS PERFORMANCE

Our business performance was solid, and

we delivered 2.5% organic revenue growth,
adjusted for currency effects and acquisitions.
Reported net sales came to EUR 4,095 million
and we continue to win SME customers. In line
with the strategy, we improved on our adjusted
gross margin for the Nordics from 25.6% to
26.2% thanks to better sourcing, smarter
pricing, and economies of scale. Germany
delivered a gross margin of 23.8%.

Based on topline growth and improved gross
margins, combined with continued cost control,
we achieved adjusted EBITDA growth of 16.0%
and lifted adjusted EBITDA to EUR 137 million
in the Nordics, all before implementation of
IFRS 16. For the Group, adjusted EBITDA was
EUR 184 million (EUR 241 million post-IFRS 16).

ENTERING THE GERMAN MARKET

The addressable market for distribution of
heavy building materials is developing towards
larger scale. But in order to succeed, you need
to be anchored in the local community with a
wide range of readily available products and
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services for the local professional builder.
With the transformative acquisition of what
is now STARK Deutschland, we gained scale
and moved closer to both suppliers and
customers in one of the biggest European
business-to-business markets for heavy
building materials.

We can now source larger quantities from
our suppliers and provide them with a
logistical gateway to the large Northern
European markets in Denmark, Sweden,
Finland, Norway and Germany. At the same
time, we can offer our customers even more
competitive pricing and terms. In short, the
acquisition has:

doubled our distribution network to 422
locations and increased the number of
full-time employees to more than 10,000,
doubled our business volumes and boosted
our economies of scale potential, and

given us a strong foothold in one of
Europe’s largest building materials markets,
which is characterised by consistent
demand and significant resilience through
economic downturns, particularly in the
RMI end-market.

| am pleased and proud that we have
successfully completed the carve out

and integration of STARK Deutschland

in less than 12 months. This was only
possible because our German and Nordic
teams worked closely together with great
enthusiasm and commitment to making the

In brief

integration a success. Undoubtedly, things
were also made easier by the fact that this
was a merger of equals - two companies built
on similar cultures rooted in a long-standing
tradition for high quality craftmanship.

We want to be Germany’s leading supplier
for the construction industry. Germany has
always been a natural market for Danish
companies - and for us, it is our second home
market. With a sector leading STARK Group
Net Promoter Score of 46 as of September
2020 and high employee engagement as
evidenced by a GELx top quartile benchmark
score of 74 compared to an average of 71 for
a global peer group within the industry, we
have the foundation to make that happen

NORDIC EXPANSION

We completed three acquisitions in the
Nordics and a fourth is currently pending
authority clearance - and we saw good
traction in extracting synergies from these
add-ons. We originate from the Nordics, and
while we already have an attractive position
in these markets with a large share of
revenue originating from faster growing urban
areas, we continue to explore opportunities to
expand our network.

THE COVID-19 PANDEMIC

COVID-19 has had severe effects on
industries, companies and employees
around the world, and | am both relieved
and extremely proud of our organisation’s
ability to navigate through the huge

challenges that we have all faced since
March 2020.

Our 10,000 employees have been working
hard and under difficult conditions
throughout this unprecedented crisis, in
shifts and at all hours of the day, to keep
our branches open and enabling them to
serve a society-critical function and help our
customers maintain business momentum.
We have had ~60,000 daily orders and
every day, | have been reassured by the truly
remarkable, professional manner in which
our local management teams and employees
have conducted themselves, fully aware of

the responsibility they have as frontline staff.

SUSTAINABILITY STARTS WITHIN OUR
COMPANY

As a leading heavy building materials
distributor in Northern Europe, we have
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a responsibility to address current global
challenges and to act on them. We therefore
commit to source our products responsibly,
drive efficient and safe operations and enable
our customers to make informed decisions on
sustainable alternatives. | am proud that in
February 2020 we opened the first building
materials branch in Denmark built entirely
using sustainable solutions, and where

our customers have access to sustainable
products and advisory services. We expect
demand for sustainable solutions to increase,
and we are determined to be front runners in
that development in all our markets.

BUILDING OUR FUTURE BY HELPING
OTHERS BUILD THEIRS

Looking back at our performance in the

past financial year, | am confident as never
before that we will remain a trusted, down to
earth and hands-on partner for our suppliers
and customers in the years ahead. Strong
local leaders and responsible employees

will help us to successfully execute our
strategy, underlining how the right people can
deliver great performance and make a strong
contribution in a joint quest to build our
future by helping others build theirs.

SOREN P. OLESEN
CEO STARK GROUP
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OUR SEGMENTS

STARK Group’s operations are located in
the Nordics and Germany, which represent
our two reporting segments.

NORDICS

The Nordics segment accounts for STARK

Group’s operations in Denmark (including

Greenland), Sweden, Finland and Norway

under the STARK Danmark, Beijer

Byggmaterial, STARK Suomi and Neumann

Bygg business units, respectively. In the The Nordics
financial year ended 31 July 2020, the Nordics 58 9
represented 58.9 per cent (54.1 per cent Pro [ | %

Forma) of STARK’s net sales. of net sales

GERMANY

The German segment accounts for STARK
Group’s operations in Germany (including
one branch in Luxembourg) under the
STARK Deutschland business unit. In the
financial year ended 31 July 2020, Germany
represented 41.1 per cent (45.9 per cent Pro 41 1
Forma) of STARK’s net sales. 1%

of net sales

Germany
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OUR SEGMENTS

We are a leading player in Northern

Europe with critical scale advantage. Our
network is strategically located with dense
coverage of faster growing urban areas.

STARK GERMANY

Lo
215 #1 2,046 4,695

Number of 5-8% market Net revenue Employees
locations share (EURm)
(Pro Forma)

DAMMISOL KARCHER

Handwerker-Fachmarkt

KERAMUNDO SAXONIA

Welt der Fliesen BAUSTOFFE

% KLUWE

IHR BAUFACHHANDLER

MUFFENROHR

TIEFBAUHANDEL
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STARK NORDICS

STARK

Reilusti rakentajan asialla

FINLAND

28 #2 571 931

Number of 18-21% market Net revenue Employees
locations share (EURm)

NEUMANN
S bygger vi profesj It

15 #1* 134 277

Number of 3-5% market Net revenue Employees
locations share (EURm)

* no. 1 position reflecting regional market position in Bergen, Tromse and Kristiansand

SWEDEN

% BEUJER

BYGGMATERIAL

84 #1 702 1,800

Number of 10-13% market Net revenue Employees
locations share (EURm)

STARK

Sammen bygger vi professionelt

DENMARK
All market data and information stated in
this report are company estimates based

on multiple sources, including information 80 #1 1,005 2,290

obtained from industry publications or reports.

Number of 22-25% market Net revenue Employees

Employees as of 31 July 2020 locations share (EURm)
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FINANCIAL HIGHLIGHTS

EUR million 2018/19 2017/18* EUR million 2018/19 2017/18*
Income Statement Cash flow
Net sales 4,095 2,299 790 Cash flow from operating activities 309 90 192
Gross profit 1,030 585 204 Cash flow from investing activities (254) (78) (1.073)
EBITDA pre-IFRS 16* 138 92 44 Total cash flow 165 (10) 191
Adjusted EBITDA pre-IFRS 16° 184 118 54 Underlying free cash flow® 139 87 -
EBITDA 195 92 44
Adjusted EBITDAS 241 118 54 Key ratios®
Depreciation and amortisation of non-current assets (102) (41) (13) Net sales growth 78.1% - -
EBIT 194 51 31 Organic net sales growth?° 2.5% - -
Financial items, net (86) (52) (19) Gross profit growth 76.1% - -
. . o [y _
Result before tax 108 (1) 19 Gross profit margin 25.2% 25.4%
Adjusted EBITDA pre-IFRS 16 margin 4.5% 5.1% -
Result for the year 93 (3) 5 u P g 0 0
Adjusted EBITDA pre-IFRS 16 growth 55.6% - -
Organic EBITDA pre-IFRS 16 growth'* 18.0% - -
Balance sheet
EBITDA margin 4.8% 4.0% -
Total assets 3,051 1,990 1,994
Adjusted EBITDA margin 5.9% 5.1% -
Intangible non-current assets 556 543 535
Tangible non-current assets 1,162 705 689
Equity 393 150 174 1. 2017/18 includes 4 months of operating activities only, from the acquisition of Stark Group as of 29 March 2018 until 31 July 2018.
. ) 2. 2019/20 includes 10 months of operating activities for Stark Deutschland from the acquisition on 1 October 2019.
Investments in property, plant and equipment 54 46 13 3. The Key ratios have, where relevant, been prepared in accordance with the guidelines issued by the CFA Society Denmark.
Operational CAPEX, total® 45 31 - 4. EBITDA pre-IFRS 16 shows EBITDA before application of the IFRS 16 standard with leasing costs included as part of operating
) . expenses.
Operational CAPEX, base/maintenance’ 29 15 - 5. Adjusted EBITDA is defined as EBITDA excluding non-recurring items.
Operational CAPEX, development® 16 16 - Non-recurring items are items of a material and exceptional nature which are adjusted for to provide a better understanding of the

underlying performance of the Group.
6. Operational CAPEX (capital expenditures) is related to the normal business and excludes Freehold CAPEX.
Freehold CAPEX includes investments in new land/properties as well as upgrades/refurbishments to existing ones.
7. Base/maintenance CAPEX relates to maintaining the normal operations of the business.
8. Development CAPEX relates to expansion of the business to improve earnings capability or secure compliance.
9. Underlying free cash flow is defined as adjusted EBITDA pre-IFRS 16 minus operational CAPEX.
10. Organic net sales growth is defined as growth in net sales excluding impact from currencies and acquisitions.
1. Organic EBITDA growth is defined as growth in adjusted EBITDA excluding impact from currencies and acquisitions.
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BUSINESS REVIEW

2019/20 has been an extraordinary financial year, which delivered strong
underlying financial performance, while being impacted by major events.

The transformational acquisition of STARK
Deutschland in Germany has fundamentally
changed the financials by almost doubling
net sales and related expenses in the income
statement. At the same time, significant
non-recurring costs have been incurred in the
year related to integration, restructuring and
strategic alignment of the new business unit.
In the financial year 2019/20 Stark
Deutschland is included with 10 months of
operations and no comparisons, reflecting
the ownership period. In addition to the
German acquisition, the Group completed
three bolt-on acquisitions in Sweden and
Denmark. These have all been successfully
integrated during the year and have also
incurred non-recurring integration and
restructuring costs.

Since the spring of 2020, the outbreak of
Covid-19 has resulted in lower planning
visibility and increased uncertainty. We have
so far not experienced any material negative
impact on our financial performance or been
subject to branch closures or similar govern-
ment-imposed restrictions as our business is
considered critical infrastructure.

Alongside the successful integration efforts
and navigating the uncertainty from Covid-19,
the Group generated strong underlying

financial performance fuelled by continued 2019/20
successful execution of our strategy with .
focus on the SME customers.

Other restructuring activities

To provide a more accurate view of STARK
Group’s underlying performance, adjusted
figures excluding non-recurring items have 2018/19
been prepared. The adjusted figures are .

presented below and exclude the following:

Other non-recurring items

M&A related costs including integration,
restructuring and strategy alignment activities

M&A related costs including integration,
restructuring and strategy alignment activities

Non-recurring costs related to implementa-
tion of new strategy

Other non-recurring items
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In addition, the implementation of IFRS 16
“Leases” in 2019/20, with initial recognition of
right of use assets and leasing liabilities as of
1 August 2019 with the addition of the right of
use assets and leasing liabilities recognised
upon the acquisition of STARK Deutschland
as of 1 October 2019, has had a significant
impact on the reported figures.

The following table presents the impact of
the above adjustments and implementation
of IFRS 16:

Adjusted Income Statement 2018/19
Non- Non-

recurring recurring
EUR million Reported items Adjusted A% Reported items Adjusted
Net sales 4,095 4,095 78.1% 2,299 2,299
Cost of sales (3,065) (2) (3,063) 79.1% (1,714) (4) (1,710)
Gross profit 1,030 (2) 1,032 75.2% 585 (4) 589
Gross profit margin % 25.1% 25.2% -0.4pp 25.4% 25.6%
Operating expenses?® (892) (44) (848) 80.0% (493) (22) (471)
EBITDA pre-IFRS 16 138 (46) 184 55.6% 92 (26) 118
EBITDA margin % 3.4% 4.5% -0.6pp 4.0% 5.1%
IFRS 16 impact 57 57
EBITDA post-IFRS 16 195 (46) 241
EBITDA margin % 4.8% 5.9%

1. Operating expenses consists of “other external operating expenses” and “staff costs”.
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BUSINESS REVIEW

The performance was substantially impacted
by the German acquisition, which was a main
driver for the significant growth on all
parameters compared to last year. To manage
the business more effectively following the
acquisition, the Group has implemented a
new operating structure and related changes
in the segment reporting into Germany and
the Nordics. The adjusted income statement
by segments has been prepared to further
illustrate the underlying performance of the
Group.

Organic growth figures for net sales have been
included in the following review of the income
statement, financial position and cash flow to
present the underlying performance of the
Group after adjusting for currency changes,

In brief

acquisitions and non-recurring items. Acquisi-
tion effects are estimated based on the
performance of the acquired businesses in the
12 months preceding the acquisition date.

INCOME STATEMENT

Net sales

Net sales grew by 78.1% to EUR 4,095m in
2019/20, driven mainly by the acquisition and
integration of the German business with 10
months of operations. Adjusting for acquisi-
tions and currency changes, STARK Group
delivered total organic growth of 2.5%.

In the Nordics, net sales grew by 4.9% in
2019/20 fuelled by good underlying perfor-

Adjusted Income Statement by Segment Nordics Germany?
EUR million 2018/19 A%

Net sales 2,412 2,299 4.9% 1,683
Cost of sales (1,781) (1,710) 4.2% (1,282)
Gross profit 631 589 7.2% 401
Gross profit margin % 26.2% 25.6% 0.5pp 23.8%
Operating expenses? (494) (471) 4.8% (354)
Adjusted EBITDA pre-IFRS 16 137 118 16.0% 47
EBITDA margin % 5.7% 5.1% 0.5pp 2.8%
IFRS 16 impact 29 28
Adjusted EBITDA post-IFRS 16 166 75
EBITDA margin % 6.9% 4.4%

1. Germany included with 10 months of operations.

2. Operating expenses consists of “other external operating expenses”

and “staff costs”.

mance and the impact of three bolt-on
acquisitions in Sweden and Denmark. The
growth in fixed currencies was 5.9% as the
SEK and NOK continued to devalue against
the EUR. Organic growth in the Nordics was
2.2% driven by strong underlying sales
momentum with the SME customers in
Denmark and Sweden partly offset by
negative impact from terminated large
accounts in Denmark and Finland as part of
the strategic focus on profitable growth from
the SMEs.

Overall, the successful execution of the
strategy continued to support the growth.

The German business generated a very
satisfactory development in net sales with an
estimated organic growth of close to 3% in
the ownership period. The strategy alignment
supported an already positive trajectory in
the German business.

Gross profit and gross margin

Adjusted gross profit grew by 75.2% to EUR
1,032m in 2019/20 mainly attributable to the
acquisition and integration of the German
business with 10 months of operations. The
adjusted gross margin decreased by 0.4pp due
to the inclusion of the German business with a
slightly lower margin caused partly by a higher
share of direct sales compared to the Nordics.

In the Nordics, adjusted gross profit grew by
7.2% resulting in an adjusted gross margin
uplift of 0.5pp in 2019/20. The positive
development was driven by the increase in
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net sales as well as continued focus on
effective price management, strategic
sourcing initiatives with support from own
brands and positive customer mix from the
higher share of SMEs. In addition, the strong
growth in Sweden supported by acquisitions
contributed positively to the margin develop-
ment as the Swedish market operates with
higher gross margins compared to the rest of
the Nordics.

The gross profit in Germany was EUR 401m
corresponding to a gross margin of 23.8%.

Operating expenses

Adjusted operating expenses increased by
80.0% to EUR 848m attributable to the
acquisition of the German business and
further impacted by the three bolt-on acquisi-
tions completed in the year as well as
run-rate impact from last year’s acquisitions
in Sweden. The Group displayed good control
of operating expenses with tight management
of all costs, particularly during the period of
lower visibility caused by the Covid-19
pandemic. The underlying growth in expenses
adjusted for acquisitions was very modest as
a reflection of the strict cost focus.

In the Nordics, adjusted operating expenses
increased by 4.8% to EUR 494m. Excluding
the impact of acquisitions, the Nordic
business’ operating expenses were largely
kept flat as a result of the disciplined cost
awareness and supported by corporate
overhead synergies from the German
acquisition.
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BUSINESS REVIEW

Adjusted operating expenses were EUR 354m
in Germany.

The Group has not had any Research & Develop-
ment costs during the year ended 31 July 2020.

EBITDA

Total adjusted EBITDA excluding impact from
the implementation of IFRS 16 grew by 55.6%
to EUR 184m in 2019/20 including 10 months
of operations in Germany.

In the Nordics, adjusted EBITDA before IFRS
16 increased by 16.0% to EUR 137m as a result
of strong net sales growth, improvements in
gross margin and effective management of
operating expenses.

Adjusted EBITDA before IFRS 16 for the
German business amounted to EUR 47m.

Reported EBITDA for the year amounts to
EUR 195m and is impacted positively by the
implementation of IFRS 16, whereby rental
and leasing costs amounting to EUR 57m are
no longer included as operating expenses,
but instead reported as depreciation and
financing costs.

Depreciation and amortisation

Depreciation and amortisation increased to
EUR 102m in 2019/20 compared to EUR 41m
in 2018/19. A significant part of this increase
was due to the implementation of IFRS 16,
which requires depreciation of right of use
assets. Depreciation and amortisation of right

In brief

of use assets was EUR 51m in 2019/20
compared to zero the year before (given that
2019/20 was the first year of implementation
of IFRS 16). In addition, the inclusion of 10
months of operations for Germany added
EUR 7m to depreciation and amortisation. In
general, the total depreciation and amortisa-
tion of non-current assets is impacted by
effect from fair value reassessment of
tangible assets and recognition of intangible
assets in acquired businesses. This effect
stems from the acquisition of STARK Group
in March 2018. In 2018/19 the approximate
effect of additional amortisation on recog-
nised intangible assets and depreciation of
reassessed fair value on tangible assets
amounted to EUR 21m and the Group
estimates a similar level in 2019/20.

Bargain purchase gain from the acquisition
of STARK Deutschland

As a result of the fair value assessment of the
components in the opening balance sheet for
STARK Deutschland, the Group has recognised
negative goodwill of EUR 101m from the
acquisition as of 1 October 2019. As required by
IFRS, this amount has been recognised as a
bargain purchase gain in the income statement.

Financial items, net

Net financial expenses were EUR 86m in
2019/20 compared to EUR 52m in 2018/19.
IFRS 16-related interest expenses were EUR
13m compared to zero the year before, and
the financing of the German acquisition
added EUR 10m of interest expenses.

During the year, the single shareholder LSF10
Wolverine Investments S.C.A. refinanced a
major part of the external debt and as a
result, capitalised borrowing costs of EUR
11m were expensed in 2019/20 as a one-time
cost. Going forward, the Group’s interest
expenses on a comparable basis will be lower
as a result of the refinancing.

Taxes

Tax for the year 2019/20 amounted to EUR
16m compared to EUR 2m in 2018/19, and the
effective tax rate in 2019/20 was 13%. The tax
rate was positively impacted by the non-tax-
able bargain purchase gain from the acquisi-
tion of STARK Deutschland and partly offset
by negative impact from limitation of interest
deduction in Denmark and non- deductible
M&A costs.

STATEMENT OF FINANCIAL POSITION

Intangible assets

Total intangible non-current assets amounted
to EUR 556m as of 31 July 2020 (31 July 2019:
EUR 543m) and consisted primarily of
goodwill, trade names and customer relations
from the acquisition of STARK Group in
March 2018. The impairment test of intan-
gible non-current assets did not result in any
impairment.

As mentioned above, the acquisition of

STARK Deutschland resulted in the identifi-
cation of negative goodwill and no intangible
non-current assets have been identified and

= Contents

recognised as part of the allocation of the
purchase price.

Tangible assets

Total tangible non-current assets amounted
to EUR 1,162m as of 31 July 2020 (31 July
2019: EUR 705m). The amount was primarily
related to properties, which amounted to EUR
676m (31 July 2019: EUR 647m). In addition,
the implementation of IFRS 16 added EUR
351m as right of use assets.

During the year, the Group completed a
sales/leaseback transaction, which included
two distribution centres, one in Denmark and
one in Sweden, which were sold and leased
back. The resulting proceeds to the Group
amounted to EUR 35m.

In Germany, the Group transferred a portfolio
of properties at a value of EUR 56m equal to
book value to the pension trust established
by STARK Deutschland. The Group has
recognised the properties as plan assets of
the pension trust.

Working capital

Net working capital for the Group increased
by EUR 54m to EUR (96)m as of 31 July 2020
(31 July 2019: EUR (150)m). The increase was
driven by the addition of STARK Deutschland,
which came into the Group with a different
net working capital structure compared to the
existing business. During the year, the
underlying cash flow from net working capital
has been very positive mainly driven by trade
and other payables and partly fuelled by a
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strong sales momentum with resulting faster
inventory turns.

Equity

Equity increased by EUR 173m to EUR 323m
as of 31 July 2020 (31 July 2019: EUR 150m).
The increase was mainly driven by the result
for the year of EUR 93m, a capital increase
from partial conversion into equity of a
previous shareholder loan of EUR 61m and
inclusion of non-controlling interests related
to STARK Deutschland of EUR 8m.

The equity ratio was 10.6% as of 31 July 2020
(31 July 2019: 7.5%).

The Company and its subsidiaries did not
acquire any of its own shares during the year
ended 31 July 2020, and the Company and its
subsidiaries do not hold own shares as of 31
July 2020.

Net interest-bearing debt

As of 31 July 2020, net interest-bearing debt
amounted to EUR 699m (31 July 2019: EUR
736m), mainly related to payables to related
parties and partly offset by cash and cash
equivalents of EUR 346m (31 July 2019: EUR
181m).

CASH FLOW STATEMENT

Operating activities

Operating activities generated a positive cash
flow of EUR 309m in 2019/20 (2018/19: EUR
90m). The high operating cash flow and
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positive development compared to 2018/19
was partly driven by a strong result for the
year positively impacted by the addition of
the German business, strong working capital
performance and a positive effect from IFRS
16 of EUR 45m, which is now being presented
as financing activities.

Investing activities

Investing activities during the year amounted
to a net cash out flow of EUR 254m (2018/19:
an outflow of EUR 78m) with EUR 227m
related to business acquisitions and net EUR
27m related to tangible and intangible
non-current assets. Acquisition outflow
mainly related to the acquisition of STARK
Deutschland.

Financing activities

Net cash flow from financing activities
amounted to an inflow of EUR 112m (2018/19:
an outflow of EUR 20m). During 2019/20, a few
loans with the single shareholder LSF10
Wolverine Investments S.C.A. were changed to
reflect external refinancing on better terms,
which resulted in a net repayment of EUR
101m. Going forward, this will reduce the
interest expenses for the Group. To finance
the German acquisition, a new shareholder
loan of EUR 203m was established in addition
to two smaller loans of in total EUR 49m.

The Group paid EUR 45m in instalments on
leasing debt during the year.

OUTLOOK 2020/21

On the back of a strong performance in
2019/20, the Group is well positioned to
deliver another solid performance in 2020/21,
which will also be positively impacted by

two additional months of performance

from STARK Deutschland, which was only
included for 10 months in 2019/20, since the
acquisition was completed on October 1, 2019.

We acknowledge that the pandemic
increases uncertainty and lowers the visibility
in respect of future market developments.

The pandemic remains a concern for us as it
impacts our people and our customers. Their
health and safety are our first priority, and
we have adjusted our business processes
etc. accordingly in order to ensure that we
can continue to operate and meet the solid
demand driven by an increased level of
activity especially among the SME customers
in our markets.

Based on the current market conditions,

we believe we can continue to drive organic
growth of net sales and adjusted EBITDA

in 2020/21 as we continue to see good
performance from the execution of our well
proven strategy over the past years in the
Nordics and now also in Germany, where we
see good results from the renewed focus and
strategy alignment.

The Group will continue to pursue relevant
and value creating M&A opportunities arising

= Contents

from the consolidation of the Nordic and the
German market.

For 2020/21 the Group expects to deliver:

Reported net sales growth in the low to mid
10s% range

Adjusted EBITDA post-IFRS 16 growth in
the mid 20s% range

The expected growth includes the impact
from the additional 2 months of performance
from the German business.

The outlook for 2020/2021 is necessarily
based upon a number of assumptions and
estimates that, while prepared with numerical
specificity and considered reasonable, are
inherently subject to significant business,
operational, economic, political, legal and
competitive uncertainties and contingencies,
many of which are beyond the company’s
control and influence, and upon assumptions
with respect to future business decisions
that are subject to change. The outlook

may deviate substantially from actual
developments and the actual results of
operations are likely to deviate, and may
deviate materially, from the outlook, since
anticipated events may not occur as
expected.
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KEY EVENTS 2019/20

STARK RENTAL CONCEPT GREW WITH
EIGHT LOCATIONS

During 2019/20, STARK Suomi added
equipment rental services in two new
locations in the Helsinki area and STARK
Danmark opened rental services in six new

0 locations. Rental services are now available
in 25 locations in Denmark and 4 locations in
Finland.

THE FIRST SUSTAINABLE
BUILDERS’ MERCHANT IN
DENMARK

In February 2020, STARK
Danmark opened the

first sustainable builders’
merchant in the country,
serving both professional
builders and non-account
customers with a broad
assortment of sustainable
products as well as
advisory services related to
sustainability in construction.
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NEW BRANCH IN FINNSNES, NORWAY, AMID
CORONA LOCKDOWN

In May, Neumann Bygg AS opened a newly refurbished
branch in Finnsnes, in northern Norway. Since June,
sales have grown by 42% YoY.

BEIJER BYGG IN SWEDEN LAUNCHED
NEW CUSTOMER CLUB

Beijer Loyalty Club has grown to become
the biggest loyalty club for professional
craftsmen in Sweden with more than 10,000
SME customers enrolled. In the Swedish
Customer Club Report 2019, it was named

the best customer club for professional Ve AR RS
craftsmen.

NEW AMBITIOUS PARTNERSHIP WITH
EUROPEAN SUPPLIERS

In January 2020, STARK Group’s central
sourcing function, STARK Sourcing, launched
a new ambitious partnership with trusted
European suppliers. Under the headline
“Winning together”, STARK Sourcing aims

to create a forum of knowledge sharing and
discussion of analysis and trends in the
industry in order to enhance customer loyalty
L — el - and retention.
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KEY EVENTS 19/20

NEW E-COMMERCE
PLATFORM IN GERMANY
STARK Deutschland is preparing
launch of a new eCommerce
platform, which will potentially
reach 125,000 existing and

new customers. The platform
will create transparency across
online and offline channels and
improve the purchasing process
for all German customers.

COMPLETION OF THE ACQUISITION OF
SAINT-GOBAIN BUILDING DISTRIBUTION
DEUTSCHLAND GMBH

STARK Group completed the acquisition

of Saint-Gobain Building Distribution
Deutschland GmbH in October 2019 and
after merging it with STARK Group’s existing
portfolio of building materials distribution
companies now spans five countries.

AGREEMENT TO ACQUIRE XL-BYG

JENS SCHULTZ IN DENMARK

STARK signed an agreement to acquire the
builders’ merchant XL-Byg Jens Schultz A/S,
which is a leading player in the southern
part of Funen, Denmark. The transaction

is pending authority clearances, expected
February 2021.

FIRST NON-STOP BUILDING
MATERIALS BRANCH IN FINLAND
STARK Suomi opened the country’s
first 24/7 builders’ merchant. The

new store and its product range are
designed to serve the specific needs
of professional builders working at odd
hours. This is especially relevant in
faster growing urban areas where high
activity requires effective usage of all
hours throughout a working day.

STARK GROUP IN THE DANISH
GOVERNMENT CLIMATE
PARTNERSHIP FOR TRADE
STARK Group became a member of
the Danish Government’s Climate
Partnership for Trade, one of 13

ACQUISITION OF SJAKK A/S IN DENMARK
With the acquisition of SIAKK A/S, a regional
builders’ merchant in Denmark, STARK
expanded its geographical footprint to the
mid- and eastern parts of Jutland, Denmark.

ACQUISITION OF KARL EKES