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Key figures
{n miltion euros ynless othenwise stated)

Net turnover

Profit/(loss) atter taxation

Cash flow from operating activities
Balance sheet total

Group equity

Solvency ratio!

Average FTE'S

T sokency rabo formula group equsly | balance sheet 1otal
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2018

347.3
5.6
228
2076
76.6
36.9%
1.597

-
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2018

31458
3.2
15.0
192.7
70.8
36.7%
1.611




Board of directors report

The report of the Board of Directors 15 available at the offices of the company.
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Supervisory Board report

The report of the Supennsory Board 1s available at the offices of the company.
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2019 Financial statements

of
Royal Ahrend

Registered office. Amsterdam
Address Laarderhoogtweg 25
1101 E8 Amsterdam

File number at Trade Registry of the Chamber of Commerce and Industry 33120814
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Consolidated balance sheet as at 31 December

2019

{betore allocation of results)

Assets
{in thousands of euros)

Fixed assets

Intangible fixed assets (1)
Tangible fixed assets {2)
Right of use assets (3)
Financial fixed assets (4)

Current assets
Inventones (S)
Current recewvables {6)
Cash at bank (7)

Total assets
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31 December 2019

31 December 2018

3.159
31.299
24.484

20.441

32.015
75.144

21.086

79.383

128.245

207.628

4.730
31.060
28.408

23.752

28.371
67.690

B.688

87.950

104.745

192.69%




(in thousands of euras)
Group equity (8)

Egquity
Minonty interests

Group equity
Provisions (9)
Long-term liabilities {(10)

Current liabilities (11)

Total equity and liabilities
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Shareholders’ equity and liabilities
31 December 2019 31 December 2018
76.080 70.380
485 398
76.565 70.778
12.599 14 560
20.015 22.8N
98.449 84.370
207.628 192.699
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Consolidated profit and loss account for the year

ended 31 December 2019

(in thousands of euros)

Net turnover {12}

Own production capitalized

Change n inventor.es of fimshed goods and
work in progress

Total operating income

Cost of raw matenals and consumables
Wages and salanes (13)

Sacial secunty charges {14)

Amortization and depregiation respectively

of intangible and 1angible fixed assets (15)
Other aperating expenses {16)

Tatal operating expenses

Financral sncome and expense (18)

Profiti(loss) before taxation
Income taxes (19}

Share in profitfloss) of participating interests

Group net profit/{loss)
Minority interests in profitAloss)

Profit/(loss) after taxation
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2019 2018
347.255 314545
0 0
802 S60
348.057 315.105
{208 861) (186.225)
(65 143) (63.492)
(13.562) {12.922)
(13.424) {7.342)
(37.696) (40,127
{338.686) {(310.108)
9.371 4.997
{(1011) (150
8360 4 847
(2.843) (1.366)
5517 3.481
269 {36)
5.786 3.385
(158) (138)
5.628 3.247
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Consolidated cash flow statement for the year

ended 31 December 2019

(in thousands of euros)

Cash flow from operating activities
Operating profivfloss)

Adjustments for.
depreciation and amortization
maovernents in provisions
other movements

Changes in working capial
{increase)/decrease in trade recervables
(increase)/decrease in prepayments
{increase)decrease in Inventories
increase/(decrease) in trade payables
increasef{decrease) in taxes
increase/{decrease) i accruals

Cash flow from business operations

Interest received
Interest pad
Income 1ax pad

Cash flow used in operating activities

Cash flow from investing activities
Additions 1o intangible fixed assets (1)
Additions to tangible fixed assets (2)

Cash fiow used in investing actmties
Cash flow from financing activities
Lease payments

Repayment of long-term liabilities and bank lcans
Change debt to credit institutions

Cash flow used in financing actwities

Increase in cash and cash equivalents

Annual Report 2019 | Royal Ahrend

—_————

2019 2018
9.371 4597
13.424 7.342
(2.062) (631
2.212 (517)
{7.333) 10.131
(1.814) 1.726
{3.644) 944
8.115 322
3.421 52
2818 (4.695)
1.563 8.480
24.508 20.239
22 7
{442) (252)
(1.316) {979)
(1.736) (1.224)
22972 19015
(224) {21)
(5.812) (5.819)
(6.036) (5.840)
{6 263} 0
(75) {875)
2.000 (5.467)
(4.338) (6.342)
12.398 6.833
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Consolidated statement of comprehensive
income for the year ended 31 December 2019

(n thousands of euros) 2019 2018
Consolidated profit/(loss) 5628 3.247
Translation differences cancerning foreign

actwities 330 {196}
Remeasurement pensions (259 0

Net other comprehensive income (expense)

recognized directly in group equity 71 (196)
Total comprehensive income {expense) for the period 5.699 3.051
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Accounting policies used in preparing the
consolidated financial statements

General

The company prepared the consolidated financial statements in accordance with Part 9 of Book 2 of the
Dutch Civil Code. The financial statements were prepared on 16 Apnl 2020.

Assets and habilities are generally valued at hustoncat cost, production cost or at fair value 3t the ume of
acquisiion. if no speafic valuation principle has been stated, valuation 1s at histaricai cost. In the balance
sheet, income statement and the cash fiow statement, references are made to the notes.

Group activities

floyal Ahrend is an international feader in office furniture commutted to defivering contemporary and highly
sustainable office ifestyles 1o corporate end-users around the world. Products and interiors are designed to
encourage the wellbeing and productivity of the people. Ahrend operates in over 20 countnies on five
continents, including China, Russia and Dubai. Royal Ahrend delivers furniture and fit out services for office,
education, healthcare and retail environments through a portfolio of leading furniture brands such as Ahrend,
Grspen, Techg and Presikhaatl. These recogmised brands are often leaders i their relevant markets and some
look back at a heritage of over 100 years.

Going concern

The outbreak of COVID-19 has a major impact on the health and safety of pecple, the economic performance
of companies and thus economic development across the globe, Currently 111s sull uncertain how 1his
situation will develap. Much 1s depending on the effectiveness of the governmental measures and medical
breakthroughs.

In the first quarter of 2020 COVID-19 had a limited impact an our business. The situation on the European
market changed during March and Apni rapidly by the spreading of COVID-15. Dependmng on the duration
and developrment, COVIO-19 will have an increasing impact on the operational- and thus financiat
performance of the Group.

Group management ungericok measures to secure the health and safety of all employees working within the
Royal Ahrend, customers and ather people related to the Group. A lask force consisting of representatves of
all relevant departments and experts 1s monitoring the situation on a daily basis. Amongst other the following
measures are put in place’

»  Health safety | Employees are obliged to work from home if possible. This reflects the vast majority of our
office personnel Our employees in the production facilities are in general not able to work outside the
facility ntself. Specfic measures have been taken to secure the health and safety of these employees. Our
showrooms are open on appointment only and precautions are in place.

> Safeguard the supply chain | In cooperation with our custamers, main suppliers and own supply chain
organization, actions have been and taken to safeguard our production activities and ensure product and
delivery quality,

Annual Report 2019 § Royal Ahrend l""_”_“L___
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> Governmental measures | A team is monitonng the governmental support programs in 2ll the countries
where Royal Ahrend is operating, At this moment Royal Ahrend has apphed for the NOW compensation
in the Netherlands and similar programs in Germany, Belgum and France. The Group will enter into other
programs in counines we are present in If deemed needed

>  Cost savings | The operational costs will be adapted in forthcoming months depending on the activty
levels and trade volumes reakized.

Multiple scenarios have been calculated and frequently updated to estimate the potential impact on our
business to support decrsion making for the mid- and long term. At year-end the Group had no bank debt
and a cash surplus of €21.1mio. Based on our existing financing agreement with KBC Bank amounting to
€60mio, the facility 1s secured until March 2023 Details about the financing agreement is included in note 11
to the consolidated balance sheet. Current scenario-analyses do not indicate any 15sues in headroom nor
comphance with the mimmum salvency-ratio covenant

As it s uncertain how COVID-19 will develop, we will keep a close eye on the situation and adjust our actions
if necessary. Based on the current situation and expectations Group management cannot fully oversee the
total financial impact on the Group for a longer period of time. As the financial position of the Group s
considered to be streng and approprate actions are put in place, Group management has determined that
the use of the going concern assumption is warranted. However, there is 3 material uncertainty resulting from
COVID-19 that may cast significant doubt upon the entity’'s abihty 1o continue as 2 going foncern and,
therefore, that it may be unable 1o reahse its assets and discharge its habilities in the normal course of
business.

Change in accounting policies

The group changed the accaunting policy of leases. The possibility 15 used to apply IFRS16 instead of RJ292 (R)
282.101). The group has adopted IFRS 16 Leases retrospectively from 1 january 2019, but has not restated
comparatives for the 2018 reparting peniod, as permitted under the specific transition provisions in the
standard. The reclassifications and the adjustments arising from the new leasing rules are therefore recognised
in the opening balance sheet an 1 January 2019. The leases are disclosed in note 3. On adoption of IFRS 16,
the group recognused lease liabilites in relation 10 leases which had previously been classified as ‘operatng
leases’ under the pninciples of R} 292 "Leasing”. These habilities were measured at the present value of the
remaning lease payments, discounted using the lessee’s mcremental borrowing rate as of 1 january 2019, The
weighted average lessee’s ncremental borrowing rate apphed to the lease habilities on 1 January 2019 was
2,0%.

Practwcal expedients applied

In applying IFRS 16 for the first time, the group has used the following practical expedients permitted

by the standard;

— applying a single discount rate to a portfolo of leases with reasonably similar charactensucs

— relying on previous assessments on whether leases are onerqus as an alternative 1o performing
an impairment review - there were no onerous contracts as at 1 January 2019

~ excluding initial direct costs for the measurement of the nght-of-use asset at the date of imtial application,
and

— us$ing hindsight 1n deterrminung the lease term where the contract contains ophions 1o extend or terminate

the lease.

Annuat Report 2019 | Royal Ahrend J_"—Tz_']_—_
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The group has also elected not 10 reassess whether a conteact is, or contans & lease at the date ot inual
apphication. instead, for contracts entered into before the transition date the group relied on its assessment,

Measurement of lease liabilities

(in thousands of euros) 2019

Operatng leases commitments disclosed as at 31 December 2018 31.332
Discounting using the lessee’s incremental barrowing rate of at the date of iniial appiication (2.924)
Lease hab:hity recognised as at 1 January 2019 28.408

Measurement of right of use assets

The associated nght-of-use assets for property leases were measured on a retrospective basis as if the new
rules had always been applied Uthar nght-af-use assets were measured gt the amount equal to the lease
habihity, adjusted by the amount of any prepaid or accrued ease payments relating to that lease recogmzed n
the balance sheet as at 31 December 2018,

Adjustments recognized in the balance sheer on 1 January 2019

The change 1n accounting pohcy affected the following rtems in the balance sheet on 1 January 2615
— Right-of —use assets increase by €28.408.0600

— Deterred tax assets increase by €7.102.000

— Lease liabilities increase by €2B.408.000

- Deterred tax habiliues increase by €7 102.000

The net impact on retained earmings on 1 january 2018 was 2ero.

impact on the cash flow statement

Implementation of IFRS 16 does not have a direct impact on the actual cash flows. The lease payments will
remain the same. The presentation in the cash flow statement has changed. Lease payments are inciuded as
part of the cash fiow from financing acuwities instead of being included in the EBIT as pant of the cash flaw
from operational actiaties.

irnpact on salvency ratio
The solvency ratio as per 1 January 2018 dechined from 44,8% to0 36,7% due to the implementaton of
IFRS16.

Lessor accounting
The group did not need to make any adjustments to the accounting for assets held as a lessor under
operating leases as a result of the adopuon of iFRS16.

Judgments and estimates

In applying the principles and policies for drawing up the financial statements, the management of the group
makes different estimates and judgments that may be essential to the amounts disciosed in the financial
statemnents.

Estimates are used to verify the correct valuation of assets included in cur balance sheet. Deferred tax assets

are considered to be the assets with the most sigmificant valuation nisk. The valuation is verfied using long-
term forecasts of financial performances. The estimates used are based on the Budget 2020, the Mid-Term
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Plan for 2018-2022 and the actual results. Based on the performed analysis we conclude that no indicator for
imparment is present by the end of 2019,

Estimates are used in the calculation of the Right of Used assets and corresponding Lease Liabihties Especially
determining whether or not extension or termination opuons will be exercised or not. This could have a
significant impact on the expected duration of a lease contract and thus impact the related balances.

If 1t 1s necessary n order 1o provide the true and fair view required under Book 2, article 362, paragraph 1, the
nature of other estimates and judgments, wcluding related assumptions, is disclosed in the notes 1o the
relevant financial statement item.

Changes in accounting estimates

Application of IFRS16 leases includes sigrificant estimates. The main area of estmates used are deterriming
whether or not extension or termination options will be exercised or not. For further detads please refer to
paragraph 'change in accounting pohicies” from page 12 and paragraph “leases’ starting on page 29.

Equity interests

Ultimate parent company

HAL Trust, Curacao, is the ultimate parent company and controling party of Royal Ahrend (Komnkigke Ahrend
BV). The financial data of Royal Ahrend is included in the consolidated financial statements of both HAL Trust
and HAL Holding NV. The consohdated financial statements are available at the Chamber of Commerce

Fully consolidated companies

— Ahrend Produktiebedryf\ Zwanenburg BV, Zwanenburg wholly-owned subsidiary {2018 100%)

— Ahrend Produktiebedrl Sim-Oedenrode BV, Sint-Oedenrode: wholly-owned subsidiary (2018 100%)

- Ahrend Nederland BV, Amsterdam- wholly-owned subsidiary (2018: 100%)

~ Ahrend Hergebruik BV, Sint-Oedenrode” 52,5% participating interest {2018; 52.5%])

— Ahrend international BV, Amsterdam- wholly-owned subsichary (2018. 100%)

— Ahrend NV, Brussels, Belgium' wholly-owned subsidiary {2018: 100%}

— Ahrend Ltd., Hove/Landon, UK. wholly-owned subsidiary {2018 100%)

— Ahrend GmbH & Co. KG, Koln, Germany: wholly-owned subsidiary (2018 100%)

— Ahrend Espana BV, Amsterdam. wholly-owned subsidiary (2018 100%)

—~ Techo UK Ltd., Hove/Llondon, UK: wholly-owned subsichary (2018 100%)

— Ahrend Holdings Ltd , Hove/london, UK wholly-owned subsidiary (2018 100%)

— Ahrend Support 8V, Amsterdam. wholly-owned subsidiary (2018: 100%)

- Ahrend Group BV, Amsterdam' wholly-owned subsidiary (2018 100%)

-~ Ahrend Europe BV, Amsterdam. wholly-owned subsidiary (2018. 100%)

— Gispen BV, Amsterdam wholly-owned subsidiary (2018 100%)

~ Ahrend APAC BV. Amsterdam® wholly-owned subsidiary (2018 100%)

— Gispen Nederland BV, Culemborg. wholly-owned subsidiary (2018. 100%)

— Ahrend Onroerend Goed BV, Amsterdam: wholly-owned subsidiary (2018 100%)

— Ahrend Onroerend Goed H BV, Culemborg wholly-owned subsidiary (2018, 100%)

— NgispeN BV, Culemborg wholly-owned subsidiary (2018 100%)

— Suzhou Antriol Sheet Metal Production Company ttd., Suzhou, China - wholly-owned subsidiary (2018
100%)

~ Roels BV, Sint-Oedenrode: wholly-owned subsidiary (2018 100%)
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- Presikhaaf Schooimeubelen Bv, Arnhem whofly-owned subsidiary (2018 100%}

— Techo AS.. Prague, Czech Republic: wholly-owned substdiary (2018: 100%)

— interier Ricany, Prague, Czech Republic wholly-owned subsidiary (2018 100%)

- Ahrend Sro, Prague, Czech Republic whoily-owned subsidiary (2018. 100%])

— Techo Sro, Bratislava, Slovakia: wholly-owned subsidiary (2018 100%)

—~ Techo Romarua S.r.l., Bucharest, Romama: wholly-owned subsidiary (2018° 100%})

— Techo Hungana Kft, Budapest, Hungary. wholly-owned subsidiary (2018 100%)

- Techo Adna d.o.o., Zagreb, Croatia. wholly-owned subsidiary (2018 100%)

- Techo Georgua L1d, Thilist, Georga' wholly-owned subsidiary {2018 100%)

- Techo Ukrane Lid, Kiev, Ukraine wholly-owned subsidiary (2018 100%)

~ Techo GmbH, Vienna, Austria; wholly-owned subsidhary (2018, 100%)

— Techo Russia 0.0.0, Moscow, Russia wholly-owned subsidary (2018 100%)

-~ Techo Poland s.p.o.0., Warsaw, Poland: wholly-owned subsidiary (2018. 100%)

~ Techo Buigania e.0.0.d., Sofia, Bulgana. wholly-owned subsldlary (2018 -)

—  Ortsalip Deutschland GmbH 1L, Frankfurt, Germany wholly-owned subsidiary (2018 100%)
—  Circular Intenors BY: no interest held by Xoninklyke Ahrend BV (refer to paragraph below).

The percentages stated represent the equity interests held.

Royal Ahrend has issued downstream guarantees pursuant 1o Sectian 403 of Book 2 of the Dutch Cwil Lode
for all Dutch group companies and to its UK based subsidiaries pursuant to Section 479A of the Companies
Act 2006.

Ahrend Hergebruik BV 15 2 not wholly-owned subsidianies which s lully cunsolidated. Control is deemed to be
present based on the participaung interest and voting nghts.

Circular Intenors BV (hereafter. C1 Bv) 15 — hke Koninklijke Ahrend BV - a fully-owned group subsidiary of
Stonehaven 2006 BV. The main actmty of €1 BV 1s acting as a lessor of operational leases of office furniture. The
concermng furniture 1s sold by Konmnklijke Ahrend to CI BV. The Board of Directors of both companies is equal.
As such policy-making influence by Royal Ahvend management 15 deemed ta be present (R) 217.202/205/206).
1 BV 1s added to the scope of consalidation of Koninklijke Ahrend.

Non-consolidated companies and equity interests

Carned at net asset value
— Ahrend Guif FZC0O, Dubai, United Arab Emirates. 33.3% parucipating interest (2018 33.3%).

Basis of consolidation

The consolidated financial statements include the financial data of the company and its group companies at
31 December of the financial year. Group companies are legal entities and companies over which the
company exercises control In connection with this, financial instruments containing potential voting nghts are
aisa taken into account.

Group companies are fully consolidated as from the date on which control s obtained and until the date that

controf no longer exists. The items in the consohdated financial statements are determined in accordance with
consistent accounting policies. Profits and losses resulung from intragroup transactions are eliminated i full.
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Minonty interests are presented separately in the consolidated financial statements. Minority interests in greup
companies are part of group equity. Mirnonty interests in profit or loss of group companies are deducted from
group profil or loss after taxation.

i the losses attributable to the mmnonty interest exceed the minority interest in equity of the group companes,
the balance as well as any further losses are charged :n full to Royal Ahrend, unless and to the extent that the

minority shareholder 13 hable for, and able to bear, those. If the group companies subsequently achieve profits,
those profits accrue in full to Royal Ahrend until the losses borne by Royal Ahrend are recovered.

Related parties

All legal entiies that can be conteolled, jontly controlled or significantly infiuenced are considered to be 2
related party. Also enuties which can control the company are considered to be a related party. In addition,
statutory directors, other key management of Koninklijke Ahrend BV or the ultimate parent company and
close reiatives are regarded as related parties All transactions between related parties are considered to be at
arm’s length.

Mergers and acquisitions

Acquisitions are recognized in the financial statements accarding to the purchase accounting method. This
means that any assets and liabilities acquired are carried at farr value as at the acquisttion date. The difference
between cost and the company’s share of the fair value of the idenufiable assets and habihtres acquired at the
time of the transaction of a participating interest 1s recognized as goodwill,

In the case of a transachion under common control, the carry-over accounting method 1s appled. This means
that the transaction is stated at the carrying amount in the financial statements for the financial year, in line
with the amount included in the financial statements of the parent, as of the merger date. The comparatwve
figures are not restated. The difference between cost and the carrying amounts of the acquired assets and
habihties 1s recognized in equity.

Foreign currency translation

The conschdated financial statements are prepared in euros, the functional and presentation currency of the
entity. Each entity in the group determines its own functional currency and items included in the financial
statements of each entity are measured usng that functional currency.

Transactions denorminated in foreign currencies are initially carried at the functional exchange rates ruling at
the date of transaction. Monetary balance sheet items denominated in foreign currencies are translated at the
functionat exchange rates ruling at the balance sheet date. Non-monetary balance sheet items that are
measyred at historical cost in a foreign currency are transiated at the functional exchange rates ruiing at the
date of transaction. Non-monetary balance sheet items that are measured at curcent value are transtated at
the functional exchange rates ruling at the date of valuation.

Exchange differences arising on the settlement or anslation of monetary stems denominated in foreign
cutrencies are taken to the profit and loss account, with the exception of exchange differences resulting from
ret investments in foreign activities, or from loans taken out to finance or effectively hedge net investments in
fareign acinaties. These exchange differences are taken directly to the foreign currency translation reserve. The
foreign currency transiation reserve 15 included under the legal reserves.
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Exchange differences ansing from the translation of non-monetary balance sheet items denormmated in
foreign currencies that are carried at current value are taken directly to the revaluation reserve, pravided the
changes in value of the non-monetary items are likewise 1aken directly to reserves.

Goodwill and fair value adjustments 1o the carrying amounts of assets and habities ansing on the acquisition
af a foreign activity are treated as assets and habilities of the foreign activity and translated at the rate of
exchange ruling at the balance sheet date

The assets and fiabilities of foreign activities are translated into the presentation currency (euros) at the rate of
exchange ruling at the balance sheet date and the income and expenses of these foreign activities are
translated at the rates ruting on the transaction date. Resulung exchange differences are taken directly 1o the
legal foreign currency translation reserve. On the disposal of a foreign actimty, the cumulative exchange
differences taken directly to the reserves are taken 1o the profit and loss account as part of the gain or loss on
the sate.

Offsetting
Assets and habilities are only offset in the financial staterments «f and tc the extent that: :
— An enforceable legal night exists to offset the assets and habilities and settle them simultaneously;

And
— The positive intention 1s to settle the assets and liabilities on a net basis or simultaneously.

Financial instruments

financial instruments mclude both pimary fingnwial instruments, such as recervables, secunties and payables,
and derwative finangia! instruments.

All purchases and sales of financial assets made according to standard market conventions are recogrized as
at the transaction date, being the date on which the group enters into a binding agreement.

For the accounting poliies applicable to primary financial insteuments, please refer to the treatment of
indinwdua) balance sheet items. For the valuation and recegnition of dervatives, please refer to the separate
section on Denvatives and hedge accounting.

Intangible fixed assets

General

An mtangible fixed asset is recognized in the balance sheet if.
- The asset is identifiable.
-~ We have control {(power to obtain benefits from the assel).
— Its probable that the future economic benefits that are attnbutable 1o the asset will accrue to the group.
— The cost of the asset can be refiably measured.

Costs relating 10 intangible fixed assets not meeting the critena for capitalization (for example, cost of

research, internally developed brands, logos and chient databases) are taken directly to the profit and loss
account.
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Intangible fixed assets obtained on the acquisition of a group company are carned at fair value as at the date
on which they are obtained. Intangible fixed assets are carrted at cost of acquisition or production net of
accumulated amortzation ang accumulated imparment losses where apphicable

Intangible fixed assets are amortized on a straight-line basis over their expected useful economic hves, subject
10 a maximum of 20 years when the economic useful ife could be measured relable. If not the maxmum
tme-span 15 10 years. The ecanomic useful life and the amortization method are reviewed at each financial

year-end.

Development costs

Development costs are capitalized if they satisfy the technical, commercial and finanoal feasibiity ¢riteria set
for them. In general internally generated costs such as man hours are not capitalized, because not all ¢nteria
of RJ 210 are met. In particular the ability 10 reliably measure costs durning the development phase and
substantation of future econamic benefits are not met. Only In case the requirements are met research and
development costs are capitalized. A legal reserve equivalent to the carrying amount is formed.

Development costs are amortized on a straight-hne basis over tha estimated economic useful life of the asset
being 5 years.

Goodwill

Goodwill 1s capitalized net of accumulated amortization and imparment where applicable. Goodwill is
amortzed on a straight-line basis over its estimated economic useful life as follows. The goodwiil ultime 2018
15 fully related to the acquisition of Gispen Group BY In 2019 the last depreciation took place. As such the
carrying value of goodwili uitirmo 2019 1s zero.

Trademark

Trademark 1s recogmzed unless the future economic benefits are not probable. These costs are amoriized on a
straight-line basis over the estimated economic useful life of the asset. The trademark 1s amortized in 15 years.

Software

Software 15 capitalized in case the standard requirements for capitalizations are met. Purchased software 1s
capitahized using the cost method. These costs are amoruzed on a straight-line basis over the estimated
economic useful life of the asset being 5 years

Software being an operating system for machinery (hardware) is included in the valuation of the tangible fixed
assets (PPE). The economic useful life of this software s considered to be equal to the ecanomic useful hife of
the hardware of the machinery.

Internally developed software 1s charged to the prafit and loss account unless the following capitalization
requirements are met. technological feasitilty, probable future benefits, intent and ability 1o use or sell the
software, resources 1o complete the software, and ability 1o measure cost.

Tangible fixed assets

Tangible fixed assets in use by the company are carned at the cost of acquisiion or producton net of
accurnulated depreciation and, where applicable, accumulated impairment losses Tangible fixed assets carried
at cost do notinclude capitalized interest charges,
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Tangible fixed assets are depreciated on a straight-line baus over ther estimated useful economic lives, taking
nto account the residual value, as follows:

— land is not depreciated.

— Buildings are depreciated in 30 to 40 years.

- Machinery and equipment are depreciated in 5 to 15 years.

— Other tangible fixed assets are depreciated in 5 10 10 years.

- Assets under construction and prepayments are nol depreciated.

it the expected depreciation methad, useful econaruc hife and/or residual value are subyect 1o charges over
urne, they are treated as a change in accounting estimate.

Costs of major maintenance are captalized if the recognition critena are met. indiwidual major mantenance
activities are capitalized as ¢companent and are depreciated on a straight-line basis over the estimated useful
economic live of the individua! components. The carrying amount of the components to be replaced will be
regarded as a disposal and taken directly to the profit and loss account. All other repair and maintenance
costs are taken directly 1o the profit and loss account.

Retired tangible fixed assets are carried at the lower of cost and thewr fair value less costs to sell.

A tangible fixed asset is derecognized upon sale or when no further economic benefits are expected fromits
continued use or sale. The gain or loss ansing on the disposal 1s taken to the profit and loss account.

Leasing

The group as lessee

The greup has changed its accaunting policy for leases where the group 15 the lessee. The new paolicy is
described on page 12 and the impact of the change n note 3.

Until 31 December 2018 leases in which a significant portion of the risks ang rewards of ownership were not
transferred 10 the group as lessee were classified as operating leases. Payments made under operating leases
(net of any incentives received trom the lessor) were charged to profit or loss on a straight-ine basis over the
periad af the lease,

The group as lessor

Lease income from operating leases where the group is a lessor {C1 BV) s recognised in 1ncome on 3
straightline basis over the lease term (note 2} Inital direct costs incurred in obtaining an operating lease are
added to the carrying amount of the underlying asset and recognised as expense over the lease term

on the same basis as lease income. The respectwe leased assets are included in the balance sheet

based on their nature. The group did not need 10 make any adjustments ta the accounting for assets

held as lessar as a result of adopting the new leasing standard.

Financial fixed assets
Participating interests

Non-consohdated parucipaung interests over whose financial and operating pol.cies the group exercises
sigruficant influence are valued using the net asset value method. To determine whether there is significant
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influence, the financial instruments contamning potental voting nghts are also considered. Under the net asset
value method, partiipating interests are carned at the group's share in their net asset value. The group’s share
in the results of the participating interests 1s recogrized in the profit and loss account. If and to the extent the
distnbution of profits is subject to restrictions, these are included in a legal reserve. The company’s share in
direct equity increases and decreases of part:cipating interests is also included in the legal reserve except for
asset revaluations recognized in the revaluation reserve.

if the value of the parucipating interest under the net asset value method has become nil, this method 15 no
longer applied, with the participaung interest being valued at nil if the circumstances are unchanged. In
connection with this, any long-term nterests that, in substance, form part of the investor’s net investment in
the participating interest are included. A provision s formed f and 1o the extent the company stands surety
for all or part of the debts of the participating interest or if it has a constructive abligation to enable the
partiopating interest to repay its debts.

A subsequently acquired share of the profit of the parncipating interest 1s recognized only if and 1o the extent
that the accumulated share of the previously unrecognized loss has been recovered

Fallowing apphcation of the net asset value method, the group determines whether an impairment loss has to
be recognized in respect of the participating interest. At each reporting date, the group assesses whether
there are objectve indications of impawrment of the participating interest If any such indication exists, the
group determines the impairment loss as the difference between the recoverable amount of the participating
interest and s carrying amount, taking it to the profit and loss account.

Participating interests over whose financial and operating pohicies no significant influence 15 exercised are
carned at cost less any impairment. Dividend 1s designated as income and recognized under financial mcome
and expense.

Results from transactions with or between non-consolidated participating interests carried at net asset value
are recognized proporuonally. Results from transactions with or between non-consolidated paricipaung
interests carred at cost are recognized in full, unless they are effectively unrealized.

Deferred tax assets
For the vafuation and recogmtion of deferred tax assets, please refer to the separate section on Taxes.

Impairment of fixed assets

On each balance sheet date, the cornpany assesses whether there are any indications that a fixed asset may
be subject to imparment. If there are such indications, the realisable value of the asset is determined. If

it 15 not possible to determine the realisable value of the indwdual asset, the reahsable value of the cash-
genesating unit 10 which the asset belongs 15 determined. Imparment accurs when the carrypng amount of an
asset 15 higher than the realisable value; the realisable value 15 the ligher of the fair value less cost to sell and
the value in use. An impawrment loss is directly recognised n the income statement while the carrying amount
of the asset concerned 15 concurrently reduced.

The realisable value ss initially based on a binding sale agreement, if there 1s no such agreement. the realisable
value 15 determined based on the active market, whereby usually the prevading bid price 1s taken as market
price. The costs deducted in determirung net reghzable value are based on the estimated costs that are directly
attributable to the sale and are necessary 10 realize the sale. For the determination of the value in use, an
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estimate s made of the future net cash flows in the event of contnued use of the asset / cash-generating
unit; these cash flows are discounted.

If it 15 estabhished that an impairment that was recogrised in the past no longer exists or has reduced, the
increased carrying amount of the asset concerned is set no higher than the carrying amount that would have
been determined if no impairment value adjustment for the asset concerned had been reported. An
impairment of goadwiil cannot be reversed.

The Company assesses atl each balance sheet date whether there is objective ewdence that a financiai asset or
a group of financial assets 15 1impawred. If any such evidence exists, the impairment loss 1s determuned and
recognised in the income statement. The amount of an impairment loss incurred on financial assets stated at !
amortised costis measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the financial asset’s onginal effectwe interest rate (1.e. the effective
inlerest rale computed at imnal recognition). M, in a subsequent period, the amount of the imparrment loss
decreases and the decrease ¢an he related objectively 1o an event occurning atter the impairment was
recognised. the previously recognised impairment foss shall be reversed. Tha reversal shall not result in a
carrying amouny of the financial asset that exceads what the amortsed cost would have been had the
imparment nol been recogrused at the date the impairment 1s reversed. The amount of the reversal shall be
recognised through profit or foss.

Inventories

inventories of raw matenals and consumabies, wotk in progress being semi-manufactured goods, fimshed

gaods and gnnrds for resale are carnied at the lower of cost of acquisition or production and far vaiue less cost ‘
to sell.

The costs of raw materials, consumables and gocds for resale are calculated based on the fust in, first out
principle. The costs of finished goods and work in progress being semi-manufactured goaods represent the cost
of raw matenals yused and direct production costs, plus a mark-up for indirect cost of production based on
normal production capacity, excluding interest on loans.

Indirect costs included under inventores carnied a1 cost relate to depreciation and maintenance of plant and
machinery, as well as salary costs of the factory’s management and administrative staff.

Current receivables

Loans granted and other receivables not forming part of the tradmg portfolo are rutially measured at far
value and subsequently carned at amortized cost less a provision for doubttul debts where necessary. H there
are no discounts and premiums and transaction costs, the amartized cost is equal to the nominal value of the
recewvables,

Cash at bank and in hand

Cash at bank and sn hand includes cash in hand, bank balances, notes and checks. It also includes deposits if
these are effectively at the group's free disposal, even if interest income may be lost. Cash at bank and in
hand not expected to be at the group’s free disposal for over twelve months is classified as finanaial fixed
assets. Cash at banks and in hand is carned at nominal value.
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Classification of equity and liabilities

A finanaial instrument or iIts separate components are classified 1n the consalidated hinancal statements as
habiity or as equity in accordance with the substance of the contractual agreement underlying the financal
nstrument In the company finanaal statements, a financial instrument 15 classified i accordance with the
legal reality. Interest, dnidends, gains and losses relating to a financial instrument, or part of a financial
nstrument, are included in the financial statements in accordance with the classdicabion of the financat
instrument as liability or equity

Provisions

A provision 1s formed if the group has a legat or constructive obligation as a1 the halance sheet date «f it 1s
probable that an autflow of resources will be required to settle the obligation and the amount of the Jiability
can be rehably estimated. The amount of the provision 1s determined based on a best estimate of the amounts
requireq to settle the hiabihities and losses concerned at the balance sheet date. Prowisions for one-off events
(restructunng, environmental clean-up, settlement of a fawsuit, etcetera) are measured at the most hkely
amount. Provisions for large populations of events (warranties) are measured at a probabilty-weighted
expected value. Provisions are carned at non-discounted value, unless stated otherwise.

If third-party rermbursement of expenses requwed to settle a prowision 15 probable, the reimbursement is
recognized as a separate asset.

Pension provisions

Contnbuuions payable to the pension plan administrator are recognized as an expense in the profit and loss
account. Contributions payable or prepaid contriputions as at year-end are recognized under accruals and
deferred income, and prepayments and accrued income, respectively.

A provision 1s formed for liabilities other than the contributions payable to the pension plan administrator +f,
as at the balance sheet date, the group has a legal or constructive obligation towards the pension plan
admunistrator and/or to its own employees, «f it 15 probable that settlement of these habilities will entail an
outflow of resources and if a reliable estimate can be made of the amount of the liabilities.

The prowision for add:tional fiabilities to the pension plan administrator and/or the employees is based on a
best estimate of the amounts required to settle these labdities concerned at the batance sheet date. The
provision is carried at present value if the effect of the time value of money 1s matenal.

The pension provision recorded 15 a VPL-arrangement agreed with a number of employees at December 31,
2006. The provision 15 actuarially calculated at year-end. The calculauon s based on an actual overview of
entitled employees, estimated amounts 10 settle the hability, a discount-rate of 0.85% and mortality table
AG2018,

Provision for deferred taxation
For the valuation and recogmtion of the provision for deferred taxation, please refer 1o the separate section
entitied Taxes

Other provisions
Tne other prowvision includes mainly a jubilee provision, warranty provision and environmental provision,
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The jubilee prowssion 1s actuarally calculated on an annual basis taking into account the actual employee data
{including starting date). martality table AG2018 and a discount rate af 0.4%. The warranty provision 15
measured at a probability-weighted expected value. Experience figures are used to estimate the change of
warranty complaints. The environmental provision is related to one specific production facility. Recently an
investigation has been executed by a consultant who included an estimation of the expected costs to remove
the polluted soil. The prowvision has been aligned with thss expert’s report.

Taxes

Current taxes

Taxes are calculated on the profit as disclosed in the profit and loss account based on current tax rates,
altowing for tax-exempt items and cost items which are non-deguctible, either in whole or in part.

Tax assets and liabilities are netted +f the general conditions for netting are met.

Taxes are seitled as «f each company 15 an independent taxable entty. Royal Ahrend and 1ts Dutch group
companies constitute a fiscal unity together with Stonehaven 2006 BY. For further details about the valuation
of deferred tax assets refer to the next paragtaph

Deferred taxes

A deferred 1ax hability 1s recagnized for all taxable temporary differences between the valuation for tax and
financial reporting purposes. A deferred tax asset is recognized for all deductible temporary differences
between the valuation for lax and financial reporting purposes and carry-forward losses. to the extent that it
15 probable that future taxable profit wilt be avalable for set-off. Deferred tax assets and habilities are
recagnized under financial fixed assets and provisions, respectively.

Deferred tax liabties and deferred tax assets are carned on the basis of the tax consequences of the
realization or settlerent of assets, provisions, liabilities or accruals and deferred income as planned by the
group at the balance sheet date. Valuation is based on current tax rates. Deferred tax habiities and deferred
tax assets are carned at non-discounted value.

Deferred tax assets and hiabdities are netted «f the group has a legally enforceable right to set off tax assets
against tax habihties and the grougp has the intention to settle the netted amounts simultaneously.

Valuation of deferred tax assets

Group management recognizes a deferred tax asset 1o the level that conwinang evidence is available to
sustain the valuation. This evidence 1s based on the budgeted and/or actual results of the current year and
other events which are highly probable and relevant i this respect.

The calculation of deferred tax assets and liabilines 15 based on the tax rates prevalding at year end, or at the
rates that will apply in future years, as far as these have already been determined by law. We have calculated
whether the impact of expected change of tax rate from 25% 1o 21,7% have an impact on our valuation of
net operating losses. Ultimo 2019, the impact would be €2.2mio. However, the expected fiscal profit n our
long-term forecast 1s sufficient to set-off this tax impact. As such no change in valuation would be needed.
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Long-term liabilities
When long-term habilities are recognized it ally, they are measured at far value, plus, in the case of financial
habilites not classified at fair value through prohit or loss, directly attributable transaction costs.

After inttial measurement, long-term habiities are carried at amaortized cost using the effective interest
method. Gans and losses are taken to the profit and loss account when the habilities are derecognized. as

well as through the amortization process.

Current liabilities
On initial recognition, current liabilities are carned at farr value less directly attnibutatle transaction costs (in
the case of financial liabdities not carred at farr value through prafit or loss).

Afrer initial measurement, other current kabdities are carried at amortized cost using the effective interest
method. The effective interest method 1s not apphied when the impact 15 deemed to be not matenal. Gans or
losses are recognized in the profit and loss account when the habilities are derecognized, as well as through

the amortization process.

Amortized cost

Amortized cost 1s the amount at which 2 financial asset or habidity 1s measured at tmuial recogmuon less
repayments of the prncipal, plus or less the cumulative amortization using the effective interest method for
any difference between this initial amount and the matunty amount, and less any reducuions {effected directly
or through a provision being formed) for impawment and doubtful debts.

Derivatives and hedge accounting
The group uses derivative financial instruments such as forward currency contracts 1o hedge its risks
assactated with foreign currency fluctuations.,

The group separates an embedded derivative from the host contract H the tollowing conditions are met:
~ There is no close relationship between the economic characteristics and nisks of the embedded derivative

and those of the host contract.
- A separate instrument having the same characteristics as the embedded derivatie would be classified as a

derivative,
And
- The compound nstrument 1s not measured at fair value with changes in fair value recognized through

profit or loss.

The separated derivative 15 measured aganst fair value through P&L. No hedge accounting is apphed.

Derecognition of financial assets and liabilities

A financial instrument 18 derecognized if a transaction results in the transfer, to a third party, of all or nearly all
nghts to economic benefits and of all or nearly ali the risks attached to the position.
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Income

General

The result is the difference between the realisable value of the goods/services provided and the costs and
other charges dunng the year. The resuts on ransactions are recognised in the year in which they are reahsed.

Profit or loss 15 determined taking into account the recogmition of unrealised changes i farr value of derivative
financial Instruments not designated as hedging instruments.

Sale of goods

Income from the sale of goods s recognized in the profit and foss account once all the major nghts to
economic benefits and sigrificant nsks relating to the goods have been transferred to the buyer, the income
can be rehably measured and the ncome 1 probable 10 be recewed. We beheve that the economic benefits
and significant nsks are transferred 1o the buyer when the goods are delwered at client site. Although some
contracts include a required acceptance procedure, we conclude based on éxperience that this is rather a
formahiy. As such, revenue of goods 15 in general recorded after delivery

Services

in addition to the sale of goods we provide several services to our customners, such as fit-out services (light
construction work at chent site), project management and installation services. If the result of a transaction
relating 1o a service can be reliably estirmated and the income 1s probable 1o be recewed, the income relating
16 that service 1 raconmzed in prapamion 1o the service delivered.

Stage of completion 1s based an the costs incurred 1 praviding the services up to the balance sheet date in
proporticn to the estimated costs of the total services to be provided.

Expenses

General

Expenses are determined with due observance of the aforementioned accounting policies and allocated to the
financial year to which they relate Foreseeable and other obligations as well as potential losses ansmg before
the financial year-end are recogruzed if they are known before the financial statemenits are prepared and
prowvided all other conditions for forming provisions are met.

Employee cost (employee benefits)

Salanes, wages and sociat security contributions are ¢harged to the income statement based on the terms of
employment, where they are due to employees and the tax authontues respectively.

Koninklijke Ahrend BV applies the hability approach for all pension schemes except for the existing 15-years
facility recorded as pension provision, The premium payable during the financral year 1s charged to the result.
Changes in the pension provision are also charged to the result. Please also refer 1o the valuation principles for
assets and lLabilities, under Provision for pensians.
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Depreciation and amortisation

Intangible assets, mcluding goodwill, are amertised and tangible fixed assets are depreciated over ther
estimated useful lives as from the moment they are ready for use. Land and investment property are not
depreciated. Future depreciation and amort:sation s adusted 1f there 15 8 change in estirnated future useful
life. Gains and losses fram the occasional sale of property, plant or equipment are included in depreciation.

Interest

Interest 1s aflocated to successive financial reparting periods in propartion to the outstanding principal.
Premiumns and discounts are treated as annual interest charges so that the effective interest rate, together with
the interest payable on the loan, 15 recogmized in the profit and loss account, with the amortized cost of the
habiiues being recogrized in the balance sheet.

Foreign currencies
Transactions in foreign currencies are stated in the financial statements at the exchange rate of the functional
currency on the transaction date.

Income tax

Tax on the result 15 calculated based on the result before tax in the iIncome statement, taking account of the
losses available for set-off from previous financial years (1o the extent that they have not already been
included in the deferred tax assets) and exempt profit components and after the addition of non-deductible
costs. Due account 1s also taken of changes which occur in the deferred tax assets and deferred tax habilivies
in respect of changes in the applicable tax rate.

Result from participations

The result is the amount by which the carrying amount of the partiaipation has changed since the previous
financral statements as a result of the earmings achieved by the participauion to the extent that this can be
attributed to Koninklijke Ahrend BV

Consolidated cash flow statement
The cash flow statement has been prepared in accordance with the indirect method.

Cash and cash equivalents consists of cash at bank and in hand Cash flows in foreign currencies are
transiated at estimated average rates. Cash exchange differences are presented separately in the statement of
cash flows. Interest recewed and paid, dividends received and profits tax are included under cash flows from
operating activities, Dividend paid 1s stated under net cash flow from finanaing activities.

The cost of group companies acquired and proceeds from group companies sold are included under cash flow
from/(used in) investing activities, iInsofar as payment n cash has been made, net of cash and cash equivalents
held by the group companies in question, Transactions for which no cash or cash equivalents are exchanged.
including finance leases, are not included in the cash fiow staternent. Lease payments under finance leases are
considered 1o be cash outflows from financing activities to the extent that they relate to repayment
nstalments and as cash outflows from operating actwities to the extent that they relate to interest payments
Income from sale and financial leaseback transactions s presented as cash inflow from financng actwties,
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Notes to the consolidated balance sheet

intangible fixed assets (1)

Movements \n intangible fixed assets were as follows

(n thousands of euros)

Product

development  Trademark Software Goodwill Total
Baiance at 1 Jjanuary 2019
Cost 587 3120 3 V19 22.690 29.5186
Accumulated amortizat:on
and imparments (480) (872) (2.147) (21.288) (24.786)
Carrying amount at 1 January 2019 107 2.248 972 1.402 4.730
Exchange differences a [¢] {2) 0 {2)
Additions 28 0 196 ] 224
Subsequent adjustments 4] 0 0 0 C
Disposals | cost 0 o] (96) 0 {96)
Disposals | amortization 0 0 96 0 96
Reclassification 0 a 705 0 705
Amortization {50) (218) 827 (1.402) {2.497)
Carrying amount at
31 December 2019 85 Z2.030 1.044 4} 3.159
Balance at 31 December 2019:
Cost 615 3.120 4,949 22.690 31.374
Accumulated amortization
and impairments {530) (1.090} (3.905) (22.690) (28.215)
Carrying amount at
31 December 20153 85 2.030 1.044 0 3.159

At balance sheet date we analyse whether there are any indicators of assets being subject to impairments.
Based on the analysis performed no impawments are deemed needed as per 31 December 2019.

A nght of pledge has been established on all intellectual property nghts of Ahrend APAC BV, Gispen
Nederland BV, Ahrend Onroerend Goed BV, Kaninklijke Ahrend BV Presikhaaf Schoolmeubelen BV. The right
of pledge applies to the credit facity. Ultimo 2019 the credit faclity 1s €0, as the bank account shows 2
postive balance ultimo 2019.
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Tangible fixed assets (2)
Movements in tangible fixed assets were as follows
(in thousands of euros) Other Under Not used
tand Machinery fixed construction n
and and operating and business
buildings equipment assets prepayments  operations Total

Balance at 1 January
2019 45.468 62.380 19.119 1.898 14.277 143.142

Accumulated
depreciation and

impairments {29.856) (56.474) {13.220) 0 (12.532) (112.082)
Carrying amount

at 1 january 2019 15.612 5.806 5899 1.898 1.745 31.060
Exchange differences 8 18 10 3 0 39
Additions 260 B97 1.476 3.179 0 5.812
Disposals | cost (2) {1.314) (386) 0 0 (1.702)
Disposals § amortization 2 1.252 383 0 0 1.637
Depreciation (1.353) (1.786) (1.701) Q 0 {4.840)
Reclassification 362 820 1.207 {3.094) 0 {705)
Other movements 0 ) o (2} 0 (2}

Balance at 31 December 2019

Cost 46.102 62 926 20.399 1.984 14277 145,688
Accumulated amortization
and impairments (31.213) (57.133) (13.511) 0 (12.532) (114,389)

Carrying amount at
31 December 2019 14.889 5.793 6.888 1.984 1.745 31.299

Leasing arrangements Circular interiors BV

The other fixed operating assets includes €2.2mio of furniture assets leased to tenants with monthly rental
payables. The lessor Circular interiors BV remains the juridical owner of theses leases (2:366 Id 2 BW). Lease
payments for some contracts include CPlingreases, but there are no other variable lease payments that
depend on an index or rate. Where considered necessary 1o reduce credit risk, the group may obtain bank
guarantees for the term of the lease.
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Although the group is exposed to changes in the residual value at the end of the current leases, the group
tymically enters into new opetating leases and therefore will nat immediately reahse any reduction in residual
value at the end of these feases. Expectations about the future residual vaiues are reflected in the far value of
the properties.

Mintmum lease payment recevable on leases of assets are as follows

(in thousands of euros) 2019 2018
Within 1 year 709 486
Between 1 and 2 years 706 486
Between 2 and 2 years 646 486
Between 3 and 2 years 510 437
Between 4 and 2 years 336 32
Later than S years 1.019 875
3.926 3.082

The tactory in Zwanerburg (Netherlands) 1s not used in business operations anymore and therefore reclassed
to the respective category. The property 1s available for safe and it is expected that it will be sold i the future.
No impaiwrment is deemed needed. The assets under construction ulimo 2819 are primarnily related to
modrfications to the factory and software being implemented (to be reclassed to intangibles after completion).

A first ranking mortgage 15 apphicable an the progerties located at Zwanenburg (Ahrend), Sint-Oedenrode
(Ahrend) and the property located at Culemborg (Gispen). A night of pledge has been established on all
business equipment of the group companies and a 2nd pledge (2nd) on all business equipment of Presikhaaf
Schoolmeubelen BY. A mandate to the first ranking floating charge (pand handelszaak) is present on all
Belgian members of the group will be converted in a first ranking pledge on business equipment (pand op
ondernemingsgoederen}, Ultimo 2018 the credit facility 1s €0, as the bank account shaws a positive balance
ulumo 2019,

Leases (3)

This note provides nformatron for leases where the group s a lessee. In the previous year the group
recogmzed no operating lease assets and Jease habilities. For adjustments recognized on adoption of IFRS16
on 1 lanuary 2019 please refer to page 12,
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Amounts recogrized in the balance sheel

Right of use assets

Movements in nght of use assets were as follows.

(in thousands of euros)

Balance at 1 Janvary 2019
Cost

Accumulated amortization
and imparments

Carrying amount at 1 lanuary 2019

New lease contracts

£nded lease contracts | cost

Ended lease contracts | amortization
Remeasurements

Depreciation

Carrying amount at
31 December 2019

Balance at 31 December 2019:
Cost

Accumulated amortization
and impairments

Carrying amount at
31 December 2019

Lease liabilities

Movemertts in lease habilities were as follows.

{in thousands of euras)

Balance at 1 January
New lease contracts
Lease payments
Accrued interest
Remeasurements

Balance at 31 December

Current
Non-current
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Land & Machinery &
buildings Equipment Other Total
23.263 811 4334 28.408
4] 0 0 0
23.263 811 4.334 28.408
1.281 36t 1.878 3.520
(55) (73} (357) (485}
55 73 357 485
{1.318) 1] (39) {1.357)
(3.688) {226) {2.173) (6.087)
19.538 945 4.000 24,484
2317 1.099 5816 30.086
(3.632) (153) {1.816) {5.601)
19.538 946 4.000 24.484
2019
28.408
3,520
{6.263)
51
(1.357)
24,899
5.228
19.671
24.899
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Amounts recognized i the statement of profit and loss

(in thousands of euros) 2019 2018

Depreciation charge of rnight-of-use assets

Land & Bulldings (3.688) 0
Machinery & Equipment (226) 0
Other (2.173} 0
Interest expense (591) 0
(6.678) 0

Next to the amounts shown in the table above the statement of profit and loss also includes the costs related
10 short-1erm leases and low-value leases. These leases are not Captalized on the balance sheet us the
expedient 1s apphed. The cash outflow for leases in 2019 was €6.3mio.

The group's leasing activities and how these are accounted for
The group leases various offices. warehouses, shawrooms, equipment and vehicles. Rental contracts are
typrcatly made for fixed perods of 3 years to 10 years, but may have exteénsian aptions.

Contracts may contain both lease and non-lease components. The group atlocates the consideration in the
contract to the lease and non-lease compenents based on their relative stand-alone prices. However, for
leases of cars for which the group is a lessee, it has elected not to separate lease and non-lease components
and instead accounts for these as a single lease component.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and condiions.
The lease agreements do not impose any covenants other than the secunty interests in the leased assets that
are held by the lessor Leased assets may not be used as secunty for borrowing purposes

Based on the former accounting principles operational leases were not recorded on the balance sheet. By the
implementation of IFR16 in 2019, lease are recognized as a right-of-use asset and a corresponding hability at
the date at which the leased asset is avadable for use by the group.

Assets and habiliies ansing from a lease are inmally measured on a present value basis. Lease habilities include
the net present value of the followng lease payments

- fixed payments {including in-substance fixed payments), less any iease incentives receivable

—~ varnable lease payment that are based on an index or a rate, intially measured using the index ar rate as at

the commencement date

"~ amounts expected 10 be payable by the group under residual value guarantees

— the exercise price of a purchase option of the group is reasanably certain to exercise that opuon, and

~ payments of penalties for terminating the lease, (f the lease term reflects the group exercismg that optiar,

Lease payments 1o be made under reasonably certain extension options are also included in the measurement
of the liabiuy,

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily

determined. which s generally the case for Jeases in the group, the lessee’s incremental borrowing rate is
used, being the rate that the indvidual lessee would have 10 pay to borrow the funds necessary ta obtain an
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asset of similar value to the nght-of-use asset in 3 similar economic environment with similar terms, security
and conditsons. To determine the incremental barrowing rate, the group

— where possible, uses recent third-party financing receved by the individual lessee as a starting point,
adjusted 10 reflect changes in financing conditions since third party financing was recewved

- uses a buidd-up approach that starts with a nsk-free interest rate adjusted for credit nsk for ieases held by
the group, which does not have recent third party finanaing, and

- makes adjustments specific to the lease, eg term, country, currency and securty.

The group is exposed to potential future increases in vanable lease payments based on an index or rate, which
are not included in the fease hability until they take effect. When adjustments 1o lease payments based on an
index or rate take effect, the lease hability 1s reassessed and adjusted against the night-of-use asset.

Lease payments are allocated between principal and finance cost. The finance cost 1s charged 1o profit or loss
over the lease period 5o as 1o preduce a constant penodic rate of interest on the remaining balance of the
liabibity for each period.

Right-of-use assets are measured at cost comprising the following

- the amount of the initial measurement of lease habiity

any lease payments made at or before the commencement date less any lease incentives received
— any initial direct costs, and

restoration costs.

Right-of-use assets are generally depreciated aver the shorter of the asset’s useful life and the lease term on a
straight-hne basis If the group 15 reasonably certain 1o exercise a purchase option, the nght-of-use asset is
depreciated over the underlying asset’s useful hfe.

Payments associated with short-term leases of equipment and vehicles and all leases of low-value assets are
recognised on a straight-ine basis as an expense in profit or loss. Short-term leases are leases with a lease
term of 12 months or less. Low-value assets comprise IT equipment and small tems of office furniture.

Vaniable lease payments
A vanable lease payment 15 apphcable for a lease-contract of Real Estate in the Netherlands A part of the

lease payment 15 depending on the sales turnover of the company.

Extension and terrmmation options

Extension and termination options are included in a number of property and equipment leases across the
group. These are used 1o maximise operational flexibility in terms of managing the assets used in the group’s
operations. The majonty of extension and termsnation options held are exercisable only by the group and not

by the respective lessor,

In determining the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension oation, or nNot exercise a termination option. Extension options (or periods
after termination options) are only included in the lease term if the lease s reasonably certain to be extended

{or not terminated).
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For leases of warehouses, retal stores and equipment, the following factors are normally the most relevant:

- If there are significant penalties to terminate (or not extend), the group s typically reasonably certain to
extend {or not terminate).

— If any leasehold improvements are expected 1o have a significant remaining value, the group 1s typically
reasonably certan to extend (or nol terminate).

— Othervwase, the group considers other factars including historical lease durations and the costs and business
disruption required to replace the leased asset.

Maost extension optons in offices and vehicles leases have not been included in the lease lability, because the
graup could replace the assets without significant cost or business disruptian.

The lease term 1s reassessed if an option is actually exercised {or not exercised)} or the group becomes obliged
to exercsse {or not exerose) it. The assessment of reasonable certanty 15 only rewised if a significant event or a
significant change in orcumstances occurs, which affects this assessment, and that 1s within the control of the
lessee. Dunng the current financial year the financial etfect of rewising lease terms to reflect the effect of
exerising extension and termination oplions was a decrease n recognised lease habnluies and right-of-use
assets of €1.4mio.

Financial fixed assets (4)
Movements in financial fixed assets were as follows

(in thousands of euros)

Deferred
Participating tax
interest asset Total
Carrying amount at 1 January 2019 380 16,270 16.650
Implementatan of IFRS16 0 7.102 7.102
Carrying amount a1 1 January 2019 380 23.372 23.752
Exchange differences (1) 10 9
Additions 4] 174 174
Reduction ] {3.788) {(3.788)
Impact change future tax rates 0 25 25
Share :n profitflloss) of partscipatng interests 269 0 269
Carrying amount at 31 December 2019 648 19.793 20 441

Participating interests

Among the participating interest the 33.3%-share n Ahrend Gulf FZCO s recogmized. The share in profi
2019 of this parucipating interest 1s €269K.

Deferred tax assets
The deferred tax assets consisted of temporary differences. available forward loss relief and future tax losses.

Group management recogmzes a deferred 1ax assel 10 the level that convinging evigence is available 1o
sustain the valuation. This evidence 1s based on the budgeted andror actual results of the current year and
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other events which are highly probable and relevant i this respect. The deferred tax asset 15 considered to be
long-term. The amount of losses recorded as uluma 2019 15 33 8% (2018: 35 3%) of the available 1ax losses.
The amount of unrecognized fosses 1s €68.3mio. The temporary differences included in the deferred tax assets
are calculated based on the {future) tax rates at the urme these differences will be realhzed. It inctudes the
expected change of tax rates in the Netherlands.

Inventories (5)

{in thousands of euros) 2019 2018

Raw matenals and consumables 13.469 12.652
Work in progress 4.998 4.566
Finished products and goods for resale 11.595 9.680
Prepayments on stock 1.953 1.473
Total 32.015 28.371

Inventories are — when apphcable - carried at fair value less costs to sell. The value of the inventories is
deducied by a prowsion amounting 1o €4.548K (2018 €4.325K). The acquisition or production value of the
(partly) provisioned products 1s €3.7mio,

A nght of pledge has been established on inventanes of the Dutch group companies as secunty to the bank.
The right of pledge apphes to the credit facility. Ultmo 2019 the credit faclity i1s €0, as the bank account
shows a positive balance vlumeo 2019,

Current receivables (6)

(in thousands of euros) 2019 2018

Trade recevables 65.051 59.473
Receivables to related parties 256 194
Other recewables and prepayments 9.837 7.896
Other current assets ] 127
Total 75.144 67.690

All recewvables fall due within one year after balance sheet date. A right of pledge has been established on
trade and intercompany receivables of the Dutch group companites as security to the bank. The nght of pledge
apples to the credit facility. Ulumo 2019 the credit facility 1s €0, as the bank account shows a positive balance
ultimo 2019,

The fair value of the recewables approximates the carrying amount due to therr short-term character and the
fact that provisions for bad debt are recognised, where necessary. Trade receivables include a provision for
doubtful debts of €759K (2018 830K).
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Movements in the provision were as foliows’

(in thousands of euros) 2019 2018
Balance at t January 830 1.086
Additions 93 472
unl:zanhon and releases {164) (728}
Balance at 31 December 759 830

Cash at bank (7)

All cash is a1 the group's free disposal
A right of pledge has been established on all bank balances/accounts of any member of the group as securnty

to the bank. The nght of pledge applies 1o the credit facdity Ultimo 2019 the credit facility 15 €0. as the bank
account shows a posttive balance ultime 2019.

Group equity (8)
Equity

For details on equity, please refer to the note on equity in the company financial statements.

Minority interests

{in thousands of euros) 2019 2018

Balance at 1 January 398 332
Minority interest in group profit 157 138
Increase of share capital 4] i3
Deconsohdation 0 {85)
Dunadend pawd (71 0
Balance at 31 December 484 398

Provisions (9)

(in thousands of euros) 2019 2618

Pension provision 1.285 1.174
Provision for deferred taxation 6.724 8.909
Other provisions 4,590 4,577
Total 12.599 14,660
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Particpation 18 mandatory in the pension fund for the employees and directors of the company and its Dutch
group companies. The company and its Dutch group comparies are only required to pay the premiums. There
15 no obhgation te make additional payments or night of return / premium, It consists of average pay. The
yearly ncrease of entitfemnents is 1.875% of the salaries base consisiing of the gross salaries minus franchise.

The base is maximized at €74.327.

The remaining pension provision in the balance sheet is affected by reason of the VPL-arrangement concluded

with 2 number of employees at 31 December 2006.
The movement of the pension provision s as follows.
(.:n thousands of euro's)

Amount as per ! January
Additions through equity
Withdrawal

Changes through P&L

Amount as per 31 December 31

It is expected that the pension provision will be settled withun 5 years
The amount as per 31 December 1s specified by
{in thousands of euro’)

Net present value of the entitiements
Value of plan assets

Amount as per 31 December

The recognized amounis in the P&L regarding the pension arrangement are

{in thousands of euro¥)

Increase of net present value of entitlements
interest expenses

Investment income

Adpustments of pension arrangements
Actuarial gains and remeasurements

Service costs and adjustments

Amount for the year
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2019 2018
1.174 1.076
259 0
{243) o
95 98
1.285 1.174
2019 2018
1.285 1.174
0 1]
1.285 t.174
2018 2018
74 73
21 23
0 1]
0 0
0 2
0 0
95 98
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The movement of pension obligations is as follows.

{in thousands of euro’s) 2019 2018

Book value as per january 1.174 1.076
Present value of abligations 74 73
Interest expenses 21 23
Employee contbution 0 0
Adjustrment of pension arrangements 0 0
Adjustmen of premims policy o 0
Actuarial gains and remeasurements 259 2
Benefits paid and cost (243) ¢]
Amaunt as per 31 Decernber 1.285 1.174

Of the tatal pens:an provision of €1.285K, an amount of €2K (2018. €6K) 15 expected to be settled vathin one
year and an amount of €1 283K (2018 €1.168K) wathin five years.

The actuanal base for determining future back service pension commitments is as follows (as at year-end).

Discount rate 0.85%
Salary increase 0.95%
Mortahty 1able AG2018

Provision for deferred taxation
Movemenits in the provision for deferred taxation were as follows'

{in thousands of euros}

Balance at 1 January 1.807
implementation IFR516 7102
Adjusted balance at 1 January 8.909
Additions {1.950)
Exchange differences 2
Releases o
tmpact change future tax rates (237)
Balance at 31 December 6.724
with a term of less than or equal to 1 year 100
with a term of more than 5 years 6.624

The temporary differences included in the deferred tax hatility are calkculated based on the (future) tax rates at
the ume these differences will be reahized. It includes the expected change of tax rates in the Netherlands.
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QOther provisions
Movements in the other provisions were as follows.

{in thousands of euros)

Balance at 1 January 4,577
Additions 661

Charged to prbwsmn (160)
Exchange differences 22
Releases (510)
Balance at 31 December 4.530

The other prowvisions consist mainly of a jubilee provision amounting 10 €3 061K (2018, 2,732K), a warranty
proviston of €1.322K (2018 €1.305K} and an enwironmental provision of €199K (2018 199K).

Provisions are recognized based on the best estimate of the expenditure required 1o settie the present
obligation at balance sheet date. Prowisions for one-off events (restructunng, environmental clean-up,
settiement of a lawsuit, etcetera) are measured at the most likely amount.

Jubilee prowvision
The jubilee provision is recarded to caver gratifications to be paid on certain jubilee dates. The provision is

calculated actuanally taking into account employee records, Ife expectancy ang chance of meeting the
employment terms. The jubilee provision has a long term duration {(primarily longer than S years).

Warranty provision

The warranty provision is recorded o cover warranty costs that anise during and after a sales event. In general
a warranty peniod of 1 till 5 years 15 apphed based on the type of product or serwices. The provision 15
measured at a probability-weighted expected value. The provision ended in ine with prigr year. It 1s expected
that the provision will be used between 1 and 5 years after reporting date.

Enwvironmental provision
The enwironmental provision 1s recorded to caver the costs keeping the environmental situation regarding a
specitic production facility at the current situation The prowvision is based on a best estimate based and it 1s

expected that the provision will be used wathin one year atter reporting date.

Long-term liabilities (10)

(in thousands of euros) 2019 2018

Lease liabilities 19.671 22.472
Other loans 344 419
Total 20.015 22.89

Lease liabilities
The non-current lease hab:lities are disclosed in note 3 ‘Leases’.
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Other loans

{in thousands of euras) Gthet

loans Total
Carrying amount at 1 January 2019 419 419
Repayments (75) (75
Carrying amount at 31 December 2015 344 344

The other long term toan has an initial value of €750K and will be repaid in 72 equal monthly- and a final
payment. The applcable interest 1s 3.5%. The planned repayment of €75K 1in 2020 is reclassed to current
liabiites. The final matunty date is 1 july 2021. A pledge extsts on machinery. Afl iong term liabilities have
duration shorter than 5 years. Long-term habdittes with a remaining term of less than ane year, including
repayment commuitments for the following year, are recogmzed under current habihties.

Current liabilities (11)

(in thousands of euros) 2019 2018

Short term part of lease habihties 5.228 5.836
Short term repayments on long-term loans 75 75
Liabilities to credit institutions 2.000 0
Prepayments recewved on orders B.217 9.970
Trade creditorsssupphers 47.890 39.775
Corporate income tax payable 522 397
Other taxes and sogal security charges 12.867 9.594
Pensian-related habdities 279 131
Other habilities 213N 18.492
Total 98.449 84370

All current habilities fall due within one year after balance sheet date.

Lease liabilities
The current lease lhabilities are disclosed in note 3 "Leases’.

Liabilities to credit institutions

Royal Ahrend. a2 number of group companies and C1 BV are jontly and severally hiable for she facihty. Ultimo
2019 the facility is € 60mio consisting of; 1) overdraft credit faclity of €35mio, 2) contingent liability facihity of
€5mio and 3) overdraft credit facility of €20mio for Ct BV specifically, The final maturity date for the first twe
fachities 15 31 March 2023. The final matunty date for the third faciity 15 29 March 2024.

The habilities 1o credit institutions ulumo 2019 of €2mio (2018. €0) 15 fully related to the funding of I BV.
The company provided the following security for the credit facility granted by the bank

— Pledge on all receivables of the Dutch group companies
—~ Pledge on all stock of the Duich group companies
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— Pledge on all business equipment of the group companies and a 2™ pledge (2"} on all business equipment
of Presikhaaf Schoolmeubelen BV

— Pledge on all ntercompany receivables of the Dutch group companies against all members of the Group

- Pledge on all bank balances/accounts of any member of the group

- Pledge on all intellectuat property rights of the group companies. Intellectual property nights of Ahrend
APAC BV, Gispen Nederland BV, Ahrend Onroerend Goed BV, Korunklyke Ahrend BV, Presikhaaf

Schoolmeuheten BV.

— The mandate 1o the first ranking floating charge (pand handelszaak} on all Belgian members of the group
will be converted in a first ranking pledge on business equipment {(pand op ondernemingsgoederen).

~ First ranking mortgage on the properties located in Zwanenburg {(Ahrend), Sint-Oedenrode (Ahrend) and
Culemborg (Gispen)

The covenant with the bank contains the following requirement.
- If the solvency ratio will drop below 25%, the credit facilities are due on demand. At 36.9% the current
solvency ratio meets this minimum himit Duning the year no breach was reported.

Other liabilities

Other habrities can be broken down as tollows:

(in thousands of euros) 2019 2018

Dervatives c 20
Invoices to be paid 5.647 3.512
Employee bonuses 3.790 3.728
Holiday alfowance 3322 3.612
Customer bonuses 802 784
Deferred revenyes 2.324 257
Other costs payable 5.426 6.579
Total 21,31 18.492

Financial instruments

General
The information included in the notes for financial instruments is useful in estimating the extent of risks
relating to both on-balance and off-balance financial instruments.

The group’s primary financial mstruments, not being denvatives, serve ta hinance the group’s operating
actwities or directly arise from these acuwities. The group also enters into transactions in dervatives,
particularly forward currency contracts and mterest rate swaps, to hedge foreign exchange and interest rate
risks arising from the group’s operating and finanang activities. The group’s policy is not te trade in financial
instruments for speculation purposes. The principal risks ansing from the group's financral instruments are
foreign exchange nsk, interest rate and cash flow risks, other pnce nsk, credit nsks and hiquichty nisks.
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The group’s policy 1o mitigate these risks 1s set out below.

Foreign exchange risk

The group 15 also exposed 1o foreign exchange nisks arising from purchase ang sales transactions denorminated

n a currency other than the group’s presentation currency. The group’ pohcy s 1o hedge foreign exchange

risks by entering into forward currency centracts by assessment of group management. Ultima 2019 foreign .
no exchange nsk dernvatuves are present to cover Currency nsks. Currency nsks regarding net asset investments ‘
in foreign currencies are not being hedged.

Interest rate and cash flow risks

Interest rate nsk 1s the risk of the farr value of future cash flows from financial instruments fluctuating due te
changing market interest rates. The nsk of market rate fluctuations run by the group mainly relates to the
group’s vanable-interest long-term commitments. LItmo 2019 the group has no dervatives to cover nsks for
interest rate or cash Hows.

Royal Ahrend chose to have a sigmficant part of her funding as short-term, which enables the company to
adjust to its financing needs in a flexible manner. The wnterest rate risk involved with short-term debt s not
hedged.

Credit risk

The group trades only with creditwonthy parties and has implemented procedures to check the
creditworthiness of parties. The group has also drawn up gquidelines for imiting the credit risk associated with
each financial institution and debtor. Furthermore, the group appites stnct credit control and dunning
procedures. The group’s credit risk s minimai due to the ahove measures No significant concentrations of
credit risk exist within the group.

With respect to C1 BV acting as lessor for office furniture leases a significant credit risk exsts. In order to
mutigate this risk 1o 8 low level leases are only agreed with creditwarthy parties. Where cansidered necessary
to reduce credit risk, the group may obtain bank guarantees for the term of the iease.

Liquidity risk

Cash forecasts are available an weekly basis. The group manages liquidity nsk through short term monitoring
and by making adjustments where necessary. A cash pool is applicabie true out the group optimizing group
cash posiions. The cash forecasts allow for hmited avalabiity of cash at bank and in hand, including bank
guarantees and margin calls relating to derivatives entered into. For detads of the hquidity nisk relating to
interest rate swaps. please refer 1o the note on interest rate swaps. For details of the unconditional credit
facility made available and the related covenant, please refer to the notes on current Labiities.
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Fair value
Financial instruments measured at fair value
(in thousands of euros}) Derwative financial
instruments
Forward
currency Interest rate
contracts Swaps
Current value 0 0
Change in value in profit and loss account {20) 1]
Hedging

Hedge accounting 15 not apphed 1o the derwvatives.

Related parties

Royal Ahrend entered into a sales agreement with Grandvision NV. The sales volume in 2019 was € 1.561K
{2018 2.371K). The receivable amount from Grandwsion at 31 December 2019 was €255K (31 December
2018: €194K) and 15 included under current recewables. The amount payable to Grandwision NV at 31
December 2019 was zerg (31 December 2018. zero). HAL Trust, the head of the group, holds 76.72% of the
shares in Grandvision Nv. Hal Trust holds 3 96% interest in Royal Ahrend. The transactions between the
related parties are effected at arm’s length conditions.

Arrangements and commitments not shown in the balance
sheet

Legal claim
At balance sheet date no matenal daims exist.

Other commitments not shown in the balance sheet

The group has the obligation 1o hire employees with a disability from Scalabor for our plantin Arnthem until 1
lune, 2021. This commitment has a value of €371K.

The group issued bank guarantees related to normal trading activities amounting to €1.254K at 31 December
2015 (2018. 2.002K).
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Notes to the consolidated profit and loss account

Net turnover (12)

Business sectors

The breakdown of net turnover by category s as follows

(in thousands of euros) 2019 2018
Goods 308.832 289.898
Services 37.826 24,410
Other 597 237
Total 347.255 314.545
Geographical areas
{in thousands of euros) 2019
The Czech
Netherlands Republic Romania Other Totat
Net turnover 179.731 47 55A 25.228 94.740 347.255
{in thousands of euros) 2018
The Czech
Netherlands Republic Romania Other Tota!
Net turnover 156 429 36.861 13.278 107,977 314,545

The reported net turnover dvided to geographical area is based on the country of readence of our customer
(R} 350.208). All countries with a net turnover of at least 10% of the consohdated net turnover are included
in the overview (R} 350.203). The amount other region of €34.5mi0 15 mainly refated to other Europe

(€81.2mw0)

Wages and salaries (13)
ln thausands of euros)

Waqes and salanes own personnei
Wages and salaries temporary personnel
Wages and salasies exceptional costs {(#17)

Totat
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Social security charges (14)

(in thousands of euras) 2019 2018
Pension charges (3.871) {3.660)
Other sooal secunty charges {9.691) 9.262)
Total (13.562) {12.922)
Workforce

The average number of staff (in FTES) employed by the group m 2019 was 1.597 (2018: 1.611), specified by
region as follows

2019 2018
The Netherfands 877 1.009
Other Europe 900 476
APAC 120 126
Total 1.597 1.611

The FTE :n The Netherlands decreased by 32 FTE whuch is pnmanly related to a reduction of lemporary
persannel in the Dutch Supply Chain. The FTE across Europe outside the Netherlands increased by 24 FTE
mainly due to increase of FTE in the France (+14) due to the expansion of sales activities in France.

The average number of staff (in FTES) employed by Ahrend Gulf in 2013 was 12 {2018 11). These employees
are stationed in the United Arab Ermirates.

Amortization and depreciation of intangible and tangible fixed

assets (15)

(in thpusands of euros) 2019 2018
Goodwill {1.402) {1.402)
Other intangible fixed assets (1.095) (936)
Tangible fixed assets {4.840) (5.004)
Right of use assets (6.087) 0
Totaf (13.424) (7.342)
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Other operating expenses {16)

{in thousands of euros) 2019 2018

Other personnel costs (2.865) {2.910)
Car and travel expenses {3.789) {5.707)
Transpartation and instaliation costs {14.202) (10.800)
Housing costs {4.067) (7.49%)
Production costs (2.462) (2.770)
Office costs (1.319) (1.450)
EDP costs {2.983) {2.968)
Marketing and adverbsing costs {2.106) (1.964)
Other operating expenses (3.903) {4.067)
Total {37.656) {(4G.127)

Research and devefopment costs amount to € 1.6M (2018, € 1.7M), of which € S0K (2018. € 96K) in
amortization of capitalized development costs is recognized under Depreciation and amortization. Research
and development ¢osts not capitalized are recogmzed under Other operating expenses.

Audit fees

The costs of the Group far the extemal independent auditor, the audn organization 2nd the entire network to
which the audy orgasmization belongs charged to the financizi year are set out below,

(in thousands of euros) 2019
Pnicewaterhouse
Coopers
Accountants NV Other PW(C Total
Audit of the financial statements 350 0 350
Other audit engagements 4] 0 0
Tax adwisory services 0 0 0
Cther non-audit services 0 0 0
Total 350 0 350
(in thousands of guras) 2018
Pricewaterhouse
Coopers
Accountants NV Other PWC Total
Audit of the financial statements 325 [s] 325
Other audit engagements 0 o} 0
Tax advisory services a 4} 0
Qther non-audit services a} 0 0
Total 325 [4] 325
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The fees stated for the audit of the financial statements are based an the total fees for the audit of the 2019
financ:al statements, regardless of whether the procedures were already performed in 2019,

Exceptional costs (17)

{in thousands of euros) 2019 2018
Severance payments | wages and salaries {787) (854)
Total (787) (854)

In 2018 exceptional costs amounung to €854K were recorded. These are costs mainly related 1o severance
payments to managerment at various Dulch entitses. In return this will lead 1o permanent savings on wages as
these management posittons will not be replaced.

Financial income and expense (18)

{in thousands of euros) 2019 2018

Interest income and similar income 22 7
Interest expense and similar charges (442) (157)
Interest on leases {591) o
Total financial income (1.011} {150)

Income taxes (19)
The tax payablefreceivable on the profit or loss in the consolidated profit and loss account can be broken
down as follows.

{in thousands of euros) 2019 2018
Result before tax 8.360 4.847
Corporate income tax {1.440) (1.029)
Deferred corporate mncome tax {1.403) (337)
Total taxes {2.843) (1.366)
2019 2018
Applicable tax rate hame-market NL 25% 25%
Appiicable tax rate foreign countries 21% 20%
Effect:ve tax rate 34% 28%

The applicable tax rate in our home-market the Netherlands 15 25% (2018 25%). The applicable tax rate in the
fareign countries is 21% (2018. 20%) and 15 based on the proportion of the contsthution to the result by the
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group entities and the tax rate apphcable in the respective countnes. The change of applicable tax rate foregn
countnes is manly caused by a shift of profit to countnes with a lower tax rate. The tax rate has not changed in

most Countries.

The effective tax rate deviates from the applicable tax rate as a result of differences between commercial
{accounting) profi and taxable profit can anse as a result of, amongst others, non«tax-deductible amortisation
of goodwall, differences in depreciation periods of company buildings and appled prudency in recognition ot
deferred tax assets related to net operating fosses.

Remuneration of members of the board of directors and

supervisory board

The remuneratian, including pension charges and other benehts, of current and former members of the board
of directors and supervisory board charged to the company, its subsidianies in the financial year arfounted 10
€1.615.222 (2018 €1.043.821) and €121 000 (2018°€ 112.767) respectively
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Notes to the consolidated cash flow statement

Breakdown of cash and cash equivalents
{»» thousands of euros)

Cash a1 bank and in hand at 31 December 2018 8.688
Cash and cash equivalents of the group at 31 December 2018 8.688
Balance sheet movements in ¢ash and cash equwvalents in 2019 12.398
Cash at bank and n hand at 31 December 2019 21.086
Cash and cash equivalents of the group at 31 December 2019 21.086

All cash and cash eguivalents avaldable at 31 December 2019, €21.086 (2018. €8,688) 15 freely available 10 the
group as a whole, owing 1o currency exchange restrictions.

Events after the balance sheet date for the
consolidated financial statements

The COVID-19 virus spread across the world rapidly in 2020. Measures taken by various governments to
contam the virus have affected economic activity. Thus will have an impact on Royal Ahrend as a Group in
FY2020, the exact impact 15 uncertan, We have taken a number of measures to monitor and prevent the
etfects of the COVID-18 virus such as safety and health measures for our people and securing the supply of
matenals that are essential to our production process. Depending on the duration and development, 1t wall
have an increasing impact on the fiancal performance of the Group. We will keep a close eye on the
situation and adjust our measures if necessary Although the impact on FY2020 1s uncertain, this event does
not provide a different view on our balance sheet as per 31 December 2019. Please refer 1o paragraph 'Going
concern’ on page 11 for further details.
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Company balance sheet as at 31 December 2019

Assets

{in thousands of euros) 31 December 2019 31 December 2018

Fixed assets

Intangible fixed assets (20} 0 1.402
Financial fixed assets (21) 81.696 49 460
81.696 50.862
Current assets
Current recevables (22) 1.652 130.456
1.652 130.456
Total assets 83.348 181.318
Shareholders' egquity and liabilities
(in thousands of euros) 31 December 2019 31 December 2018

Shareholders’ equity {23)

Issued share capnal 8.500 8.500
Share premium account 90.788 90.788
Other legal reserves {707} (1.279)
Other reserves {27.286) {30.827)
Undsistributed result 5.981 4042

77.276 71.224
Provisions {24) 6.072 104.644
Current liabilities (25) o] 5.450
Total shareholders® equity and liabilities 83.348 181.318
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Company profit and loss account for the year
ended 31 December 2019

(n thousands of euros) 2019 2018
amortization and depreciation respeciively
of intangible fixed assets (26) {1.402) {1.402)
Total operating expenses (1.402)
(1 402)
financial income and expense 0
Profit/{loss) before taxation {1.402)
ncome taxes (27) (974)
(2.376)
share 1n profitloss) of partcipating interests 8.357
Profit/(loss) after taxation 5.981
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Accounting policies used in preparing the
company financial statements

Basis of preparation

The company financial statements have been prepared 1n accordance with Part 9 of Book 2 of the
Dutch Cwil Code. They were drawn up on 16 April 2020.

For the accounting pohaes, please refer 10 the accounting pahcies of the consohdated financial statements,
unless stated otherwise below.

Financial flxed assets

Parucipating nterests in group compames are vakued using the net asset value method. Under the net asset
value method, partiCipating interests are carned at the company’s share in their net asset value. The company's
share in the results of the partcipating interests is recagnized in the profit and Joss account. If and to the
extent the distribution of profits 15 subject to restnctions, these are included in a legal reserve. The company's
share in direct equity increases and decreases of parucipating interests s also included in the legal reserve
except for asset revaluations recognized in the revaluation reserve,

If the value of the partiipating interest under the net asset value method has become nil, this method 1s no
longer appiied. with the participating interest being valued at nil as long as the net asset value remaing
negative. In connection with this, any long-term interests that, in substance, form part of the investar’s net
investment in the participating snterest are included. A prowsion 1s formed if and to the extent the company
stands surety for all or part of the debts of the participating interest or if it has a constructive oblgation o
enable the participating interest to repay its debts.

A subsegquent share of the profit of the parucipating interest 1s recognized only if and 1o the extent that the
accumulated share of the previously unrecognized loss has been recovered.

follownng apphcation of the net asset value method, the entity determines whether an impairment loss has to
be recognized n respect of the partapating interest. At each reporting date, the entity assesses whether
there are objective indications of impairment of the participating interest. If any such indication exists, the
entity determines the smpairment loss as the difference between the recoverable amount of the participating
interest and its carrying amount, taking it 10 the profit and loss account.

Results from transactions with or between participating interests that are carried at net asset value are
recognized proportionally.

Royal Ahrend has issued downstream guarantees pursuant 10 Section 403 of Book 2 of the Dutch Civl Code
for ail Dutch group companies and to 11s UK based subsidiaries pursuant to Section 4794 of the Campanses
Act 2006.
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Notes to the company balance sheet

Intangible fixed assets (20)

The intangible fixed asset in the company balance was fully related 10 goodwill. Ulurmo 2019 the goodwill is
fully depreciated. Reference 1s made to the notes to the ¢gnsolidated balance sheet {note #1).

Financial fixed assets (21)
Movements in financial fixed assets were as tollows:

(in thousands of euros) Participaung

interests Deterred

N group tax

companies asset Total

Carrying amaunt at 1 January 2019 39.400 10.060 49.460
Exchange differences 330 o] 330
Impact of capital restructurning 161.674 0 161.674
Charged to profit and loss account 0 (1.324) (1.324)
Dwidend receved {1.302) 0 (1.302)
Changes through QC! {259) 0 {259)
Change provision subsidiaries (135.240) 0 (135.240)
Share in profitf{loss) of participating interests 8.357 0 8.357
Carrying amount at
31 December 2019 72.960 8.736 81.696

Participating interests in group companies

During 2019 a3 caphal restructuning took place. Several capital contributions and dwdends were being
executed resulting in a sigruficant reduction of subsidiaries having a negative equity ulimo 2013, Ulumo 2019
there are a few interests in group companies valued at nil, owing 1o the equity deticit of the partiipating
interest. A prowision 1s formed if and to the extent the company stands surety for all or part of the debts of
the parucipating interest or if 1t has a constructive obligation ta enable the participating interest to repay its
debts (refer to paragraph Provisions (24)).

Deferred tax asset

The deterred tax assel is related to net operating losses which can be settied with future (fiscal) profus. Group
management recogrizes a deferred tax assets to the level that convincing ewidence 5 available to sustain the
valuation. This evidence 1s based on the budgeted and/or actual resuits of the current year and other events
which are highly prabable and relevant in this respect. Please refer to note 4 for further details.
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The other recewables consist of a recevable to group company refated to the cash pool relation between
Koninkhjke Ahrend BV and her subsidiary Ahrend Support BV Ahrend Support BV s cansidered to be the
parent of the cash pool. A repayment schedule 1s not applicable Nointerest is applied as both companies are

included in the same fiscal unity and (consolidated) financ:al statements. Piease refer to note 11 10 the

consolidated balance sheet for the securities provided for the credit facility granted by the bank. The current
receivables decreased significantly compared teo prior year. This is fully related 1o the capital restructuning

which has taken place during 2019

Shareholders’ equity (23)

Sharehoiders” equity and net profitiloss) according 1o the company financiat statements are identical to the
corresponding figures in the consolidated financial statements. Mavements in equity were as follows

(in thousands of euros)

ssued Legal Other Undistnibuted

caprtal AGI raserves reserves result Total
Balance at 1
January 2018 8 500 a0 788 {1.000} {5.929) {20 980) 67.379
Exchange differences
fareign subsidiaries a 4] {197} 0 Q {197)
Shareholder contribution 4] 0 ¢] a 0 0
Reclassification 0 o] {82) 82 o] o]
Appropriation of results 0 4] 4] (20.980) 20.980 0
Profitf(loss) for the year 0 0 0 0 4,042 4.042
Balance at
31 December 2018 8.500 90.788 (1.279) {30.827) 4042 71,224
Exchange diffarences
fareign subsidhanies 4] 0 330 0 0 330
Movernents through OCI 4] Q 0 (259) 0 {259)
Shareholder contribution 0 4] 0 0 0 0
Reclassification a 0 242 {242) 0 0
Appropriation of results ¢} 4] 0 4.042 {4.042) 0
Profit/(loss) for the year 0 0 0 0 5.981 5981
Company balance at
31 December 2019 8.500 90.788 (707} (27.286) 5.981 77.276
PY Equity CI 0 0 0 (844} 0 (844)
Net sesuit CI 0 0 0 0 {55) {55)
Side stream elimination Cl 0 o] 0 0 (297) {297)
Consolidated balance at
31 December 2019 8.500 90.788 (707 {28.130) 5.629 76.080
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On 3 july 2017 Circular intenors 8V (hereafter €1 BV) was established. Ci BV is - ke Komnkhjke Ahrend BV - a
fully-owned group subsidiary of Stanehaven 2006 BV The main actmity of Cl BV 1s acting as a lessor of
aperation leases of office turniture. The concerning furmiture 1s sold by Koninklhjke Ahrend to CI BV, The Board
of Directors of both companies is equal. As such policy-making influence by Royal Ahrend management s
deemed 1o be present (R 217.202/205/206) As such CI BV 1s added to the scope of consohdation of
Koninkijke Ahrend.

Issued share capital

The total number of paid up shares 15 17.001.113 (2018 17.001.113). The authonzed capital amounis to
€35.000.000 dwided in 70 milhon shares of nommnal €0.50. All issued shares are held by Stonehaven 2006 BV

Agio reserve
The agio reserve has not changed guning 2019.

Legal reserve

The legal reserves are recogmised in connection wiath the following
= Currency translation reserve
—  Capntalised development costs of €85K (2018 €107K).
- Undistnbutable reserve for positive results from associate and direct increases in value of Ahrend Gulf
amounting to € 358K (2018 € 94).

{in thousands of euros)

Currency Capitalized Reserve
wanslauon  development for
reserve costs participations Total
Carrying amount at 1 January 2019 (1.480) 107 94 (1.279)
Additions / utdization 330 (22) 264 572
Carrying amount at
31 December 2019 (1.150) 85 358 (707)

Other reserves
The prior year profit 1s added to the other reserves.

Proposed appropriation of result

The result 1s appropriated in accordance with article 4.1.1 of the Articles of Association, which states that the
board of directors shall determine, with the approval of the supervisary board, the portion of the result 10 be
added 10 reserves.

Annual Report 2019 | Royal Ahrend [ 5a 1




«»

ahrond

Provisions (24)
Movements 0 the provision for subsidiaries with a negative equity is as follows;

(in thousands of euros)

Carrying amount at 1 January 2013 104.644
Change in 2019 {98.572)
Carrying amount at 31 December 2019 6.072

The beginning balance of 2019 was mainly related to Ahrend Support BV. The prowision as per 1 January 2019
covered the net amount of equity minus directly related recevables As such the change in provision 2019
amounting to €98.6mio does not reconcile to the amount shown as movement of the participating interest in
group compamnes of €135.2mio (nate 21). The defict of €36.6muo is related 1o the other receivables.

The provision ultimo 2019 15 related to three subsidiaries. The negative equity 1s caused by the fact that the
respective companies were loss making in the past. It 15 expected that the negauve equity position at these
companies will recover in the future.

Current liabilities (25)

The current habilities as per December 31, 2018 consisted of a liabihty to a group company. No current
liabihties are present utumo 2019.

Arrangements and commitments not shown in the balance

sheet

The company has issued downstream guarantees pursuant to Section: 403 of Book 2 of the

Dutch Cwil Code for all Dutch group companies. The company s also acting as guarantor for amounts owed
by foreign group companies 1o credit institutions, also undertaking to maintan equity of any group company
financed by credit institutions at a specific level. Amounts owed by group companies to credit institutions
{loans and bank debt) came to zero at 31 December {2018. zero). Sister company Cl BV had a bank debt of
€2mio ultimo 2019 (2018 zero).

Koninklijke Ahrend BV and its Dutch subsidiaries form a fiscal umity for corporate income tax purposes with
Stenehaven 2006 BV and C1 BV, and as such, jointly and severally liable for the tax Labilities of the Dutch
group comparnes forming part of the fiscal unit. All Dutch subsidianes within the Royal Ahrend Group are
included in one fiscal unit regarding the value added taxes.
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Notes to the company profit and loss account

Wages and salaries
Koninkhjke Ahrend BV has no employees (2018. no employees). The Board of Direciors are employed at
Ahrend Support BV. Please refer 10 page 47 for the remuneration of members of the Board of Directors and

Supervisory Board.

Amortization and depreciation of intangible fixed assets (26)

{in thousands of euros) 2019 2018
Goodwll 1.402 1.402
Total 1,402 1.402

Income taxes (27)
The 1ax payable/recewvable an the profit or less in the company's profit and loss account can be broken down
as tollows.

{in thousands of euros) 2019 2018
Tax on prafit or loss for current financial year 351 351
Deferred tax assetshabibties, or changes made to them {1.325) 533

Total 12x payable/receivable {974) 884
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Events after the balance sheet date for the
company financial statements

Please refer to page 48 for the events after the balance sheet date for the consolidated financial statements.
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Signatories to the financial statements

Stnt-Oedenrode, 16 Aprd 2020

Board of Directors’ Supervisory board-
WH.LM.G. Sterken J.LLM. Van Meerheeck
R.M. Verspu C.W Van der Waa)j
1. Kepval M. Schabos

AS. Vink

P A, Doodeman
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Other information

Articles of Association provisions governing profit
appropriation

The result 1s appropriated in accordance with article 4.1.1 of the Anticles of Association, which states that the
board of drectors shall determine, wath the approval of the supervisory board, the poruon of the result 1o be
added to reserves.
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Independent auditor’s report

To: the general meeting and the supervisory board of Koninklijke Ahrend B.V.

Report on the financial statements 2019

Our opinion

In our opinion, the financial statements of Koninklijke Ahrend B.V. (‘the Company’) give a true and
fair view of the financial position of the Company and the Group (the company together with its
stthsidiaries) as at 31 December 2019, and of its result for the year then ended in accordance with
Part 9 of Book 2 of the Dutch Civil Code.

What we have audited

We have audited the accompanying financial statements 2019 of Koninklijke Ahrend B.V., Amsterdam.
The financial statements include the consolidated financial statements of the Group and the company
financial statements.

The financial statements comprise:

. the consolidated and company balance sheet as at 31 December 2019;

. the consolidated and company profit and loss account for the year then ended;

. the consolidated statements of comprehensive income for the year ended 31 December 2019;
and

. the notes, comprising the accounting policies and other explanatory information.

The financial reporting framework applied in the preparation of the financial statements is Part 9 of
Book 2 of the Dutch Civil Code.

The basis for our opinion

We conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing.
We have further described our responsibilities under those standards in the section

‘Our responsibilities for the audit of the financial statements’ 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 Koninklijke Ahrend B.V. in accordance with the ‘Wet toezicht accountants-
organisaties’ (Wta, Audit firms supervision act), the ‘Verordening inzake de onafhankelijkheid van
accountants bij assuranceopdrachten’ (ViO, Code of Ethics for Professional Accountants, a regulation
with respect to independence) and other relevant independence requirements in the Netherlands.

T2UNXA5I5XSF-895741269-1440

PricewaterhouseCoopers Accountants N.V., Boschdijktunnel 10, 5611 AG Eindhoven, P.O. Box 6365,
5600 HJ Eindhoven, the Netherlands
T: +31(0) 88 792 00 40, F: +31 (0) 88 792 94 13, www.pwenl

‘PwC' is the brand undar which PricewaterhouseCoapers Accountants N.V. (Chamber of Commerce 34180285), PricewaterhouseCoopers Belastingadviseurs N.V.
(Chamber of Commerce 34180284), PricewaterhouseCoopers Advisory N.V. (Chamber of Commerce 34180287), PricewaterhouseCoopers Compliance Services B.V.
(Chamber of Commerce 514144086}, PricewaterhouseGoopers Pensions, Actuarial & Insurance Services B.V. {Chamber of Commerce 54226368),
PricewaterhouseCoopers B.V. (Chamber of Commerce 34180289) and other companies aperate and provide services. These services are govemed by General Terms
and Conditions [algemana voorwaarden'), which include provisions regarding our liability. Purchases by these companies are governed by General Terms and Conditions
of Purchase ('algemene inkoopvoorwaarden'). At www.pwe.nl mare detailed infarmation on these companies is available, including these General Terms and Conditions
and the Genera| Terms and Conditions of Purchase, which have alsc been filed at the Amsterdam Chamber of Commerce.
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Furthermore, we have complied with the ‘Verordening gedrags- en beroepsregels accountants’ (VGBA,
Dutch Code of Ethics).

Material uncertainty related to going concern

We draw attention to going concern section in the financial statements in which management has
described the possible impact and conseguences of the corona virus (COVID-19) as well as the
measures taken and planned to deal with these events and circumstances. This note also indicates that
significant uncertainties remain and that currently it is not reasonably possible to estinate the impact
and consequences of the corona virus (COVID-19) on the going concern. These events or conditions
indicate that a material uncertainty exists that may cast significant doubt on the company’s ability to
continue as a going concern. OQur opinion is not modified in respect of this matter.

Report on the other information included in the annual report

In addition to the financial statements and our auditor’s report thereon, the annual report contains
other information that consists of:

. the board of directors’ report;

. the supervisory board report;

. key figures; and

. the other information pursuant to Part g of Book 2 of the Dutch Civil Code.

Based on the procedures performed as set out below, we conclude that the other information:
. is consistent with the financial statements and does not contain material misstatements;
. contains the information that is required by Part 9 of Book 2 of the Dutch Civil Code.

We have read the other information. Based on our knowledge and understanding obtained in our audit
of the financial statements or otherwise, we have considered whether the other information contains
material misstatements.

By performing our procedures, we comply with the requirements of Part 9 of Book 2 of the Dutch Civil
Code and the Dutch Standard 720. The scope of such procedures was substantially less than the scope
of those performed in our audit of the financial statements.

The board of directors is responsible for the preparation of the other information, including the
directors’ report and the other information in accordance with Part 9 of Book 2 of the Dutch Civil
Code.

Responsibilities for the financial statements and the audit

Responsibilities of the board of directors and the supervisory board for
the financial statements
The board of directors is responsible for:

. the preparation and fair presentation of the financial statements in accordance with Part g of
Boaok 2 of the Dutch Civil Code; and for

. such internal control as the board of directors determines is necessary to enable the preparation
of the financial statements that are free from material misstatement, whether due to fraud or
€rror.
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As part of the preparation of the financial statements, the board of directors is responsible for
assessing the Company’s ability to continue as a going concern. Based on the financial reporting
framework mentioned, the board of directors should prepare the financial statements using the
going-concern basis of accounting unless the board of directors either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so. The board of directors
should diselose events and circumstances that may cast significant doubt on the Company’s ability to
continue as a going concern in the financial statements.

The supervisory board is responsible for overseeing the Company’s financial reporting process.

Our responsibilities for the audit of the financial statements

Our responsihility is to plan and perform an audit engagement in a manner that allows us to obtain
sufficient and appropriate audit evidence to provide a basis for our opinion. Our objectives are to
obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud ar error and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high but not absclute level of assurance, which makes it possible that we
may not detect all material misstatements. Misstatements may arise due to fraud or error. They are
considered to be material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of the financial statements.

Materiality affects the nature, timing and extent of our audit procedures and the evaluation of the
effect of identified misstatements on our opinion.

A more detailed description of our responsibilities is set out in the appendix to our report.

Eindhoven, 16 April 2020
PricewaterhouseCoopers Accountants N.V.

Original has been signed by R W.J.M. Dohmen RA
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Appendix to our auditor’s report on the financial statements
2019 of Koninklijke Ahrend B.V,

In addition to what is included in our auditor’s repart, we have further set out in this appendix cur
responsibilities for the audit of the financial statements and explained what an audit involves.

The auditor's responsibilities for the audit of the fimancial statements

‘We have exercised professional judgement and have maintained professional scepticism throughout
the audit in accordance with Dutch Standards on Auditing, ethical requirements and independence
requirements, Our audit consisted, among other things of the following;:

. Identifying and assessing the risks of material misstatement of the financial statements, whether
due to fraud or error, designing and performing audit procedures responsive to those risks, and
obtaining audit evidence 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 collusion, forgery, intentional omissions,
misrepresentations, or the intentional override of internal control.

. Obtaining 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 effectiveness of the Company’s internal control.

. Evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the board of directors.
. Concluding on the appropriateness of the board of directors’ use of the going-concern basis of

accounting, and based on the audit evidence ohtained, concluding whether a material
uncertainty exists related to events and/or conditions that may cast significant doubt on the
Company’s ability to continue as a going coneern. If we conclude that a matcrial 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
and are made in the context of our opinion on the financial statements as a whole.
However, future events or conditions may cause the Company to cease to continue as a going
concern.

. Evaluating the overall presentation, structure and content of the financial statements, including
the disclosures, and evaluating whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

Considering our ultimate responsibility for the opinion on the consolidated financial statements,

we are responsible for the direction, supervision and performance of the group audit. In this context,
we have determined the nature and extent of the audit procedures for components of the Group to
ensure that we performed enough work to be able to give an opinion on the financial statements as a
whole. Determining factors are the geographic structure of the Group, the significance and/or risk
prefile of group entities or activities, the accounting processes and controls, and the indusiry in which
the Group operates. On this basis, we selected group entities for which an audit or review of financial
information or specific balances was considered necessary.

We communicate with the supervisory board regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.
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