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| etter from the CE

‘End of an Era, Beginning of a New”

support to the armed forces in Afghanistan as we had to
handover our forensic facility at Kandahar Airfield, operating
under the auspices of NATO, to the US Army.

Y ear 2016 marked the ending of our, Copenhagen Contractors,

We have been part of the NATO-led missions in Afghanistan since
2008, soitis with some degree of sadness that we now say goodbye
to supporting peacekeeping efforts in this region. However, we hope
and trust that we will be able to support both Host Nations and
NATO-led missions in other countries in the future with military camp
services and equipment.

Despite a slightly lower annual turnover for 2016 compared to last year,
| am satisfied with our efforts in Copenhagen Group, especially since
we managed to improve on our operating profit substantially from the
year before due to an increase in the sale of vehicles, equipment and
wash-down services during 2016.

Our vehicle fleet solutions business, Copenhagen Global, continues
to grow and now forms the backlbone of our overall business in terms
of financial turnover. We keep adding partnerships to our portfolio of
products and services in order to offer our customers a one-stop
shop for their land, sea and air fleet solutions. Our motto is “cradle to
grave’, meaning that we not only sell or lease a vehicle or boat, but
that we also maintain, repair and dispose of it.

In 2016, we secured yet another framework agreement with the
Danish Defence for the supply of snowmobiles together with BRP
Lynx. Obtaining more work for the Danish Defence and other Danish
customers is a top priority for us in the years to come. By 2018, we
expect 30% of our annual turnover to originate from Danish customers.

In 2016, we invested heavily in the acquisition of mobile wash racks
and equipment, manufactured by our business partner, Riveer, in
order to undertake wash-down and disinfection of 500+ combat
vehicles for the Danish Defence in Lithuania within just 10 days.
We hope to be able to offer similar services to other nations in the
near future.

In 2017, we expect to make our first sale of high-speed performance
boats and related equipment, such as marine engines by our new
strategic partner, FPT Industrial. FPT Industrial is part of CNH Industrial
and a global leader in the manufacturing of powertrains for on-road,
off-road, marine and power generation applications. We are very proud
of this appointment to become a dealer for FPT Industrial in Denmark
and look forward to serving Danish customers in due course.

Concluding our engagements in Afghanistan allows us to rethink and
refocus our efforts for Copenhagen Contractors. The growing threat of
terror and increasing occurrence of natural disasters lead us to focus
on surveillance and emergency preparedness and response. To this
end, we are adding unmanned aerial vehicles and systems to our
portfolio to enable customers to survey large areas for a prolonged
period. Our unmanned aerial systems are classified as dual-use,
meaning that they are intended for both military and commercial usage,
such as monitoring of the environment and wildlife.

Our emergency response products and service portfolio also include
MAGIRUS firefighting trucks and equipment. We expect to expand our
business with MAGIRUS by offering products and services to municipal
emergency response capabilities and national airports in Denmark.

Our business model for both Copenhagen Global and Copenhagen
Contractors is and always will be that of a facilitator and broker — bridging
the gap between reputable manufacturers and customers. By being
able and skilled to work in remote and hostile locations we add value
o both our business partners and customers. We go where others
are unable to in order to best support our customers — from Somalia
in the south to Irag in the East.

Our electoral support business, Copenhagen Election, continues to
struggle a bit given low overall activity worldwide. However, in 2016,
we managed to obtain a long-term agreement for the supply of both
indelible ink products and ballot boxes to an international organisation
supporting elections worldwide. Under this new long-term agreement,
we supplied indelible ink for elections intended in Haiti in early 2017.
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Given that the procurement of electoral materials has been
decentralised during the past few years, it requires a slightly new
marketing model to sell our products for national elections. To support
this new reality, initiatives to proactively market and sell our electoral
materials directly to national election commissions are under way.

2016 marked the end of an era, but the beginning of a new for
Copenhagen Group, as we now need to reinvent Copenhagen
Contractors and refocus our energy and resources towards new
products, markets and customers.

Supporting international organisations and national governmental
bodies worldwide with products and services from cradle to grave
remains our core business focus, but during the coming year we will
rewrite the overall strategy for our company, denoted “Copenhagen
Group 4.0".

Iwould like to thank all our stakeholders - from employees and business
partners to customers - that contributed to our successes this past year.
I'look forward to exciting and prosperous times in the year to come.

/%/W

Jeppe Handwerk
CEO
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About Copenhagen Group

through direct tendering for the supply of products and
services to international organisations, national governments
and agencies.

C openhagen Group manages projects and contracts awarded

Copenhagen Group'’s business model is based on recognising and
realising opportunities in the difficult — be it urgent or long-term require-
ments for humanitarian missions worldwide or critical infrastructure
support to deployed international forces in conflict or post-conflict
countries and/or regions.

Copenhagen Group has offices in Denmark and Kuwait.

Copenhagen Group currently employs 45 people on a permanent
contract basis but makes extensive use of project-based employments
to fit the scale and scope of work undertaken for customers.

Copenhagen Group is solely owned by Handwerk Holding A/S,
a family-owned company.

Key Figures

Revenue

DKK 212 M

Net Profit

DKK 5.4 M

Return on Equity

44.9%

Solvency Ratio

23.8%

Employees

45 FTEs

Business Areas

Copenhagen Contractors
Facility Management, Construction, Wash-Down Services
and Unmanned Aerial Systems

Copenhagen Global
Vehicle and Boat Fleet Management Solutions, Engines
and Generators

Copenhagen Election
Electoral Support Products

Copenhagen Arctic
Camp Services in Greenland (Joint Venture)

HDD
Horizontal Directional Drilling Services

Certifications and Memberships
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Consolidated Financial Highlights

DKKin thousands. 2016 2015 2014 2013 2012
Profit and loss account

Net turnover 212,314 216,777 239,102 132,571 184,838
Gross profit 36,965 27,413 49,421 47,373 73,288
Results from operating activities 9,798 2,920 14,614 5,456 1,977
Net financials 2,834 1,071 -135 -4,447 -1,014
Results for the year 5,366 3,741 11,408 2,049 4,881
Balance sheet

Balance sheet sum 38,510 78,331 71,971 47,016 48,462
Investments in tangible fixed assets represent 4,932 4,334 2,165 3,644 7120
Equity 9,153 16,282 18,333 12,320 10,357
Cash flow

Operating activities 15,459 -10,014 24,466 8,068 38,895
Investment activities -3,975 -1,443 -1,683 -2,364 -321
Financing activities -13,207 -5,272 -3,664 -10,571 -33,741
Cash flow in total -1,723 -16,729 19,119 -4,867 4,833
Employees

Average number of full ime employees 45 54 85 88 134
Key figures in %

Gross margin 174 12.6 20.7 357 39.6
Profit margin 4.6 1.3 6.1 4.1 6.5
Solvency ratio 23.8 19.5 255 26.2 21.4
Return on equity 44,9 22.5 4.4 181 -

*) The key figures have been laid out in accordance with the publication “Recommendations & Key Figures 2015” published by the CFA Society Denmark.



Turn-Key Unmanned Aerial
Services

Syste

Textron Aerosonde Hybrid Quad (HQ)
The Aerosonde HQ is a runway-independent
configuration that uses Hybrid Quadrotor
technology to achieve vertical take-off and
landing (VTOL), which brings unparalleled
levels of mission capability and flexibility.
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bilisation of troops and handover of various facilities to the US

Army, our consolidated revenue for Copenhagen Group was
at par with the previous year, namely DKK 212 million. This is primarily
due to the continued and strong growth of Copenhagen Global,
which supplies vehicles, boats, engines, spare parts and after sales
services to international organisations and national governments under
long-term agreements. During the past three years, Copenhagen
Global has grown from a company specialising in armoured vehicles
and heavy-duty trucks to a company that offers the entire palette
of products from CNH Industrial — from engines to fire trucks — and
various special purpose boats and related equipment from reputable
global manufacturers,

Despite a scaled down set-up in Afghanistan, following demo-

Inlate 2015, we secured a number of additional long-term agreements
for the provision of field motor vehicles, agriculture and construction
equipment, large trucks and buses, and armoured vehicles for an
international organisation supporting humanitarian efforts worldwide.
In June 2016, we delivered 36 water tank trucks, manufactured by
IVECO, to Ethiopia’s Ministry of Health under one of these long-term
agreements.

Support to national and international forces on training exercises has
also proven both successful and profitable this past year. Copenhagen
Contractors undertook wash-down and disinfection of 500+ combat
vehicles and tanks within just 10 days for the Danish Defence in
connection with the White Sword Exercise in Lithuania in June 2016.

Irrespective of few and small deliveries of electoral materials this
past year, 2016 marked a milestone for Copenhagen Election as we
managed to obtain a long-term agreement for the supply of indelible
ink products to an international organisation supporting elections
worldwide. This agreement is in addition to our existing long-term
agreement for the supply of ballot boxes and plastic security seals.
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\Vanagement's

Having spent close to two years and a vast amount of money in
pursuing the contract for the operation and maintenance of the Thule
Air Base in Greenland for the US Air Force in the US court system,
the court case was finally settled in June 2016 by the United States
Court of Appeals for the Federal Circuit. Unfortunately, Copenhagen
Arctic lost the case with the Court of Appeals despite winning it a
year prior with the United States Court of Federal Claims.

Due to poor performance of our Horizontal Directional Drilling business
in Jordan, we decided to liquidate the company and only focus on our
operations in Kuwait going forward. The latter continues to generate
modest, yet satisfactory revenue.

Financial Development

In 2016, revenue decreased by 2.1% from DKK 217 million to DKK 212
million. The decrease in revenue is a result of a lower activity level in
Afghanistan and fewer elections worldwide funded by international
organisations in 2016 compared to 2015,

In 2016, revenue from Danish customers represented 7.5% of total
revenue. We expect this share to increase in the coming years with
the addition of new contracts for the Danish Defence, among other.

Gross profitincreased by 35% to DKK 37 million from DKK 27 million.
This higher gross profit was a result of increased sales of vehicles,
equipment and wash-down services during the past year compared
to the year before.

Operating profit increased by 236% to DKK 9.8 million, constituting
a profit margin of 4.6%. The increase in operating profit was lower
than gross profit due to an increase in depreciations, from DKK 2.9
million to DKK 4.7 million, following a write-down of wash-down racks
procured for wash-down services provided in Lithuania for the Danish
Defence and an increase in financial costs to DKK 2.8 million due to
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High Quality Wash-Down
Equipment and Services

non-favourable fluctuations in the USD exchange rate for our USD
debt obligations.

Total balance was reduced by 51% to DKK 38.5 million from DKK
78.3 million. The unusual high number in both year 2015 and 2014
was due to large orders for vehicles placed by our customers at the
very end of the annual year, resulting in an inflated balance sheet at
year-end for Copenhagen Global and thereby also Copenhagen Group.

Cash and inventory management were both improved in 2016.
Networking capital was reduced by 26% from DKK 23 million to
DKK 17 million. Similarly, inventories were reduced by 37.5% from
DKK 13.8 million to DKK 8.6 million.

With a net profit of DKK 5.4 million for 2016, total equity ultimo 2016
amounts to DKK 9.2 million and translates into an equity share of 24%,
which is an improvement from 19.5% last year, despite an extraordinary
dividend of DKK 7 million paid out to shareholders during 2016. Due

to this extraordinary dividend, no ordinary dividend is paid out to
shareholders for the fiscal year 2016,

Expectations for the Future

During 2016, we invested heavily in Copenhagen Global by employing
additional staff and expanding our in-house skKills set. Providing high-
quality after sales services is a corerstone of our business model for
Copenhagen Global. We go where others are unable to in order to best
support our customers —from Somalia in the south to Irag in the East.

With the addition of new staff with the required expertise and experience
from the maritime sector coupled with our strong and long-standing
partnerships with manufacturers of boats and related equipment, we
expect the boat segment to constitute a growing share of our revenue
in the years to come. Our aim is to be the leading supplier of special
purpose boats — from search-and-rescue to combat boats — to both
governmental and commercial entities in the Nordics.

To further expand our partnership with CNH Industrial, we entered into
an agreement with FPT Industrial, which is a leading manufacturer and
seller of powertrains (engines and generators) for industrial vehicles
and boats. Becoming a distributor for FPT industrial for Denmark and
Greenland has been a long-term goal for us and we are thrilled to
include engines and generators to our list of products for both our
vehicles and boats.

Utilising new technology for various purposes is important to us, which
is why we have teamed up with Textron Systems to provide unmanned
aerial systems capabilities to customers worldwide. Textron Systems
offers reliable and high-quality unmanned aerial vehicles — be it for
military, civil or commercial purposes.

Given the current political climate with geopolitical tensions, particularly
between the Western World and Russia, we expect heighten mili-
tary presence in the Baltic countries by NATO forces. Copenhagen
Contractors will spearhead our entry into these countries by offering
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2016 White Sword Exercise in Lithuania
Copenhagen Contractors undertook
wash-down and disinfection of 500+
combat vehicles for the Danish Defence in
Lithuania using wash racks and equipment
manufactured by Riveer.

support (products and services) to national and international armed
forces operating on the border to Russia.

Given that the procurement of electoral materials has been decen-
tralised during the past few years, it requires a slightly new marketing
model to sell our products for national elections. To support this new
reality, initiatives to proactively market and sell our electoral materials
directly to national election commissions are under way. We expect
these new sales initiatives to generate revenue and also seek comfort
in the number of larger upcoming elections in predominantly Africa
in 2017 and 2018.

Risk Management

Proper management of risks is extremely important to us, since our
corporate set-up and customer database do not lend us much room
for manoeuvring with respect to social acceptability and financial
credibility.

1
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2016 Elections in Jordan
Copenhagen Election supplied and
delivered bottles of indelible ink for the
2016 elections in Jordan.

Before bidding for a new potential contract we conduct an internal
assessment of the customer and scope of work to ensure it meets our
obligations to UN Global Compact to which we are a long-standing
signatory.

Our suppliers undergo the same level of scrutiny, particularly with
respect to ISO 9001 on quality, ISO 14001 on environment and
OHSAS 18001 on occupational health and safety.

To hedge our financial risks, we aim to quote customers in the same
currency as that quoted to us by our suppliers. Our business trans-
actions are, for the most part, also restricted to DKK, EUR and USD;
hence, the biggest risk relates to fluctuations in the USD exchange
rate towards EUR and DKK.

The vast majority of our contracts are with stable national governments
and reputable international organisations; hence, a loss on debtors
or along delay in payments by a customer is rarely a problem for us.

Employees
Dedicated and motivated employees are paramount to the success
of our company.

Offering employees the chance to further develop their skills set and
taking on new responsibilities is important to us.

Ouremployees are also strongly encouraged to propose new products
and services to market and ideas on how to further improve our
internal processes.

Each year, all of our employees are asked to participate in the employee
satisfaction survey with the aim to improve employee engagement,
satisfaction, work processes, and management practices.

b 4
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Corporate
Responsipility

e publish an independent Communication on Progress
(COP), disclosing our corporate responsibility polices, key
actions and performance.

Throughout all aspects of our operations — from tendering to buy-back
and disposal of products — we are committed to conduct our business
in aresponsible and lawful manner with respect for the wider economic,
social and environmental impacts of our activities.

We strive to promote the same principles and values underlying our
pusiness in our relationships with customers, suppliers and business
partners.

We are fully committed to reducing the impacts of our operations
and business activities on the environment through the mitigation of
natural resource depletion and pollution.

We respect internationally recognised human rights and work to ensure
that we do not contribute to human rights violations as a result of our
global business activities.

We work against all forms of corruption in accordance with the law
and the fundamental values of our company. We are committed to

working effectively towards the elimination of facilitation payments in
line with relevant international standards.

Gender Balance

= 2016 m 2015 2014 = 2013

GROUP ANNUAL REPORT 2016

As a major supplier of products and services to various UN agencies,
the UN'’s Sustainable Development Goals (SDGs) are very important
to us and we do our best to contribute to the fulfiment of the SDGs
most relevant to our businesses. Of the 17 SDGs established and
agreed upon globally, we currently aim to help fulfil the following SDGs
through our business conduct:

5 G 14 sowmes . 16 Sosiios
INSTITUTIONS

By supporting national election commissions worldwide with our
electoral products, we aim to promote democracy through free and
fair elections.

By optimising our own operations and working closely with our partners
we aim to ship the vast majority of our goods by sea to reduce our
carbon footprint.

By collaborating with partners on the correct management, transport
and disposal of hazardous material, such as our indelible ink products,
we help our customers protect the environment.

Nationality

Danish 2016 M 2015 2014 1 2013
Non-Danish [ 2016 2015 2014 2013
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Group Footprint 2016

In 2016, Copenhagen Group'’s subsidiaries
delivered products and/or services to 30+
countries worldwide.

17



MAGIRUS Firefighting Truck for UNSOM
: Copenhagen Global supplied and delivered a
number of MAGIRUS firefighting trucks to the
UN Mission in Somalia.

German Engineered Firefighting ™ WS
. Trucks and Equipment N 2

THALZEN
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Statement by
the Management

oday, the Board of Directors and
—|_the Executive Board presented the

Annual Report for 2016 of Copenhagen
Group A/S.

The Annual Report has been presented
in accordance with the Danish Financial
Statements Act.

We find the accounting policies applied
appropriate, and the Annual Report therefore
gives a true and fair view of the Company's
assets, liabilities and equity, financial position
and results.

In our opinion, the Management's Review
includes a true and fair description of the
matters mentioned in the review.

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

Copenhagen, 20 April 2017

Managing Director

.

Jeppe Handwerk
CEO

Board of Directors

USMI NSWRIB for FKP

Copenhagen Global supplies and maintains
11-meter NSWRIBs, manufactured by United
States Marine Inc. (USMI), to customers in
Scandinavia, Middle East and Africa.

Photo by Casper Tybjerg, FKP

e, e E gl L

Casper Moltke-Leth Jeppe Handwerk Meta Birgitte Zachau Handwerk
Chairman CEO Board Member

Naval Special Warfare
Rigid Inflatable Boats
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INncepenaent

Auditor's

To the Shareholders of Copenhagen Group A/S

Opinion

We have audited the consolidated annual
accounts and the annual accounts of
Copenhagen Group A/S for the financial
year 1 January to 31 December 2016,
which comprise accounting policies used,
profit and loss account, balance sheet,
statement of changes in equity, cash flow
statement and notes, consolidated and for
the company respectively. The consolidated
annual accounts and the annual accounts
are prepared in accordance with the Danish
Financial Statements Act.

In our opinion, the consolidated annual
accounts and the annual accounts give a
true and fair view of the assets, liabilities and
financial position, consolidated and for the
company respectively at 31 December 2016
and of the results of the company’s operations
and cash flows, consolidated and for the
company respectively for the financial year 1
January to 31 December 2016 in accordance
with the Danish Financial Statements Act.

Basis for Opinion

We conducted our audit in accordance with
international standards on auditing and the
additional requirements applicable in Denmark.
Our responsibilities under those standards
and requirements are further described in the
below section “Auditor’s responsibilities for the
audit of the consolidated annual accounts and
the annual accounts’. We are independent of

the company in accordance with international
ethics standards for accountants (IESBA's
Code of Ethics) and the additional require-
ments applicable in Denmark, and we have
fulfilled our other ethical responsibilities in
accordance with these standards and require-
ments. We believe that the audit evidence
obtained is sufficient and appropriate to
provide a basis for our opinion.

The Management’s Responsibilities for
the Consolidated Annual Accounts and
the Annual Accounts

The management is responsible for the
preparation of consolidated annual accounts
and annual accounts that give a true and fair
view in accordance with the Danish Financial
Statements Act. The management is also
responsible for such internal control as the
management determines is necessary to
enable the preparation of consolidated annual
accounts and annual accounts that are free
from material misstatement, whether due to
fraud or error.

In preparing the consolidated annual accounts
and the annual accounts, the management
is responsible for evaluating the group’s and
the company's ability to continue as a going
concern, and, when relevant, disclosing
matters related to going concern and using
the going concern basis of accounting when
preparing the consolidated annual accounts
and the annual accounts, unless the manage-

_eport

ment either intends to liquidate the group or
the company or to cease operations, or if it
has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of
the Consolidated Annual Accounts and
the Annual Accounts

Our objectives are to obtain reasonable
assurance about whether the consolidated
annual accounts and the annual accounts as
awhole are free from material misstatement,
whether due to fraud or error, and to issue an
auditor’s report including an opinion. Reason-
able assurance is a high level of assurance,
butis not a guarantee that an audit conducted
in accordance with international standards on
auditing and the additional requirements appli-
cable in Denmark will always detect a material
misstaterment when it exists. Misstatements
may arise due to fraud or error and may be
considered material if, individually or in the
aggregate, they could reasonably be expected
to influence the economic decisions made by
users on the basis of the consolidated annual
accounts and the annual accounts.

As part of an audit conducted in accordance
with international standards on auditing and
the additional requirements applicable in
Denmark, we exercise professional evalu-
ations and maintain professional scepticism
throughout the audit. We also:

e |dentify and assess the risks of material
misstatement in the consolidated annual
accounts and the annual accounts, whether
due to fraud or error, design and perform
audit procedures in response to those risks,
and obtain 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 the risk of not detecting a misstaterment
resulting from error, as fraud may involve
collusion, forgery, intentional omissions,
misrepresentations, or the override of
internal control.

Obtain an understanding of the 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 group’s and the company’s internal
control.

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

Conclude on the appropriateness of the
management’s preparation of the consol-
idated annual accounts and the annual
accounts being based on the going concemn
principle and, based on the audit evidence
obtained, whether a material uncertainty
exists related to events or conditions that
may raise significant doubt about the group’s
and the company’s ability to continue as a
going concern. If we conclude that a material
uncertainty exists, we are required to draw
attention in our auditor's report to the related
disclosures in the consolidated annual
accounts and the annual accounts or, if
such disclosures are inadequate, to modify
our opinion. Our conclusions are based
on the audit evidence obtained up to the
date of our auditor's report. However, future
events or conditions may cause the group
and the company to cease to continue as
a going concern.

Evaluate the overall presentation, structure
and contents of the consolidated annual
accounts and the annual accounts,
including the disclosures in the notes, and
whether the consolidated annual accounts

and the annual accounts reflect the under-
lying transactions and events in a manner
that gives a true and fair view.

e Obtain sufficient and appropriate audit
evidence regarding the financial informa-
tion of the entities or the business activities
within the group to express an opinion on
the consolidated annual accounts. \We are
responsible for the direction, supervision
and performance of the group audit. We
remain solely responsible for our audit
opinion.

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

Statement on the Management’s Review
The management is responsible for the
management’s review.

Our opinion on the consolidated annual
accounts and the annual accounts does not
cover the management'’s review, and we do
not express any kind of assurance opinion
on the management’s review.

In connection with our audit of the consol-
idated annual accounts and the annual
accounts, our responsibility is to read the
management’s review and in that connection
consider whether the management’s review is
materially inconsistent with the consolidated
annual accounts and the annual accounts
or our knowledge obtained during the audit,
or whether it otherwise appears to contain
material misstatement.

Furthermore, it is our responsibility to consider
whether the management's review provides
the information required under the Danish
Financial Statements Act.

Based on the work we have performed, we
believe that the management’s review is in
accordance with the consolidated annual
accounts or the annual accounts and that
it has been prepared in accordance with
the requirements of the Danish Financial
Statement Acts. We did not find any material
misstatement in the management’s review.
Copenhagen, 20 April 2017
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CHRISTENSEN KJZARULFF
STATSAUTORISERET REVISIONSAKTIESELSKAB
Company reg. no. 15 91 56 41

§.

Elan Schapiro
State Authorised Public Accountant
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Training of Local Mechanics for MINUSMA
Copenhagen Global undertook training of
local mechanics for IVECO trucks supplied
and delivered to the UN Mission in Mali.

(]
i

GROUP ANNUAL REPORT 2016

Profit and Loss Account

1 January - 31 December

Note 2016 2015 2016 2015
Net turnover 212,314,054 216,776,769 14,316,200 15,533,894
Raw materials and consumables used -165,813,699 176,829,840 -497,021 -(73,252
Other external costs -9,585,8i18 -12,634,239 -6,481,812 -5,820,489
Gross results 36,965,042 27,412,690 7.337,367 8.940,153
1 Staff costs -22.421,842 -21,668,095 -9,651,229 -8,796,372
2 Depreciation, amortisation and writedown
relating to tangible and intangible fixed assets 4,745,246 -2,925,017 -199,622 -3568,831
Operating profit 9,797,954 2,919,578 -2,513,384 -215,050
3 Income from equity investments in group enterprises 0 0 8,269,425 2,818,625
Other financial income 374 2,271,740 1,478,021 3,805,930
4 Other financial costs -2,833,935 -1,201,003 -2,198,899 -2,408,673
Results before tax 6,964,393 3,990,315 5,025,163 4,000,832
5 Tax on ordinary results -1,698,620 -249,705 410,006 234,886
6 Results for the year 5,365,773 3,740,610 5,435,169 4,235,718
The Group result is distributed as follows:
Shareholders in Copenhagen Group A/S 5,435,169 4,235,718
Minority interests -69,396 -495,108
5,365,773 3,740,610

IVECO Trucks

All amounts in DKK.
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Balance Sheet 31 December

Assets

Note
Fixed assets
7 Intellectual property
Intangible fixed assets in total
8 LLand and property

9 Other plants, operating assets, and fixtures
and furniture

Tangible fixed assets in total
10 Equity investments in group enterprises
1 Deposits

Financial fixed assets in total

Fixed assets in total

Current assets

Raw materials and consumables
Work in progress

Manufactured goods and trade goods
Prepayments for goods

Inventories in total

Trade debtors
12 Work in progress for the account of others
Amounts owed by group enterprises
13  Deferred tax assets
Receivable corporate tax
Other debtors
14 Accrued income and deferred expenses

Debtors in total

Available funds
Current assets in total

Assets in total

All amounts in DKK.

GROUP PARENT ENTERPRISE
2016 2015 2016 2015
135,730 412,269 36,945 205,721
135,730 412,269 36,945 205,721
1,748,078 1,773,410 1,748,078 1,773,410
4,279,829 4,758,352 57,446 0
6,027,907 6,531,762 1,805,524 1,773,410
0 0 15,138,033 28,373,410
679,605 664,287 539,406 526,250
679,605 664,287 156,677,439 28,899,660
6,843,242 7,608,318 17,519,908 30,878,791
2,192,826 1,692,513 0 0
1,692,677 677,283 0 0
534,084 3,101,442 0 0
4,314,141 8,450,686 0 0
8,633,728 13,821,924 0 0
17,868,020 46,790,670 20,017 10,700
1,751,310 0 0 0
233,586 3,165,279 156,068,622 15,635,062
1,619,738 2,970,000 397,458 1,318,865
0 0 1,331,403 0
382,987 1,020,496 2,677 0
63,094 117,004 37,672 116,647
21,918,735 54,063,449 16,857,849 17,081,264
1,114,431 2,837,766 174,034 184,252
31,666,894 70,723,139 17,031,883 17,265,516
38,510,136 78,331,457 34,551,791 48,144,307

Balance Sheet 31 December

Equity and Liabilities

Note
Equity
Contributed capital
Results brought forward
Proposed dividend for the financial year
Equity before non-controlling interest
Minority interests

Equity in total

Provisions
15 Other provisions

Provisions in total

Liabilities
16 Mortgage debt
17 Bank debts
18  Other debts

Long-term liabilities in total

Short-term part of long-term liabilities
Bank debts

Prepayments received from customers
Trade creditors

Debt to group enterprises

Corporate tax

Other debts

Short-term liabilities in total
Liabilities in total
Equity and liabilities in total

19  Mortgage and securities

20 Contingencies

All amounts in DKK.

GROUP PARENT ENTERPRISE
2016 2015 2016 2015
3,000,000 3,000,000 3,000,000 3,000,000
5,913,167 7,472,799 5,913,161 1,472,794
0 4,500,000 0 4,500,000
8,913,167 14,972,799 8,913,161 14,972,794
239,979 309,375 0 0
9,153,146 15,282,174 8,913,161 14,972,794
100,762 173,387 0 0
100,762 173,387 0 0
1,095,141 1,140,683 1,095,141 1,140,683
2,190,654 4,418,621 2,190,654 4,418,621
988,471 0 0 0
4,274,266 5,669,204 3,285,795 5,669,204
2,249,000 2,095,000 2,249,000 2,095,000
10,379,466 12,898,906 6,435,717 3,479,805
45,000 43,903 45,000 43,908
9,428,674 38,225,657 625,378 786,021
0 0 11,480,682 19,664,433
94,998 41,690 0 0
2,784,824 4,011,637 1,517,168 1,643,147
24,981,962 57,316,692 22,352,835 27,612,309
29,256,228 62,875,896 25,638,630 33,171,513
38,510,136 78,331,457 34,551,791 48,144,307

GROUP ANNUAL REPORT 2016
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Consolidated Statement of Statement of Changes in
Changes in Equity Equity of the Parent Enterprise

Results Proposed Results Proposed

Contributed brought dividend for the Minority Contributed brought dividend for the
capital forward financial year interests In total capital forward financial year In total
Equity 1 January 2015 3,000,000 8,332,687 7,000,000 54,456 18,387,143 sy 9 Sy 2676 3,000,000 8332687 7000,000 18,332,687
Distributed dividend 0 0 -7,000,000 0 -7,000,000 Distributed dividend 0 0 7000,000 7000,000
Profit or loss for the year brought forward 0 -264,277 4,500,000 254,919 4,490,642 Profit or loss for the year brought forward 0 064,082 4,500,000 4,035718
Currency transfation o a2zl 0 0 ool Currency translation 0 595,611 0 506,611
Equity 1 January 2016 3,000,000 7,472,799 4,500,000 309,375 15,282,174 Equity 1 January 2016 3000000 7472.794 4,500,000 14,972,794
Distributed dividend 0 0 -4,500,000 0 -4,500,000 Distributed dividend 0 0 4,500,000 4,500,000
Profit or loss for the year brought forward 0 5,435,170 0 -69,396 5,365,774 Profit or loss for the year brought forward 0 1 564.831 0 1564.831
E?;fgg?jg ehiechslEebpCelChleus 0 7000,000 0 0 7000,000 Extracrdinary dividend adopted during the financial year 0 7,000,000 0 7,000,000
Currency transiaton o Sylies o o el t?]izt;ii?:;i?ale;g:;) e 0 7,000,000 0 7,000,000
3,000,000 5,913,167 0 239,979 9,153,146 oY e — 0 5198 0 5198
3,000,000 5,913,161 0 8,913,161

All amounts in DKK. All amounts in DKK.
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Cash Flow Statement

1 January - 31 December

Note
Results for the year
21 Adjustments
22  Change in working capital

Cash flow from operating activities
before net financials

Interest received and similar amounts
Interest paid and similar amounts
Cash flow from ordinary activities
Corporate tax paid

Cash flow from operating activities

Purchase of tangible fixed assets
Sale of tangible fixed assets
Purchase of financial fixed assets
Dividends received

Currency translation

Cash flow from investment activities

Repayments of long-term debt

Dividend paid

Available funds

Other cash flows from financing activities

Cash flow from financing activities
Changes in available funds

Avallable funds 1 January 2016
Available funds 31 December 2016

Available funds

Available funds

Available funds 31 December 2016

All amounts in DKK.

GROUP PARENT ENTERPRISE
2016 2015 2016 2015
5,365,773 3,740,610 5,435,169 4,235,718
9,177,427 2,103,985 -7,749,032 -4,091,937
3,944,206 -16,392,188 -218,566 213,590
18,487,406 -10,647,593 -2,632,419 367,371
374 2,271,743 1,478,023 3,805,930
-2,833,935 -1,201,003 2,198,899 -2,408,673
15,653,844 -9,476,853 -3,2563,295 1,754,628
-1956,050 -637,016 0 0
15,458,794 -10,013,869 -3,253,295 1,754,628
-4,932,338 -4,333,769 -62,858 0
1,030,861 3,850,280 0 0
-13,156 15,353 -2,613,156 -11,872,294
0 0 24,000,000 30,000,000
-60,338 -978,077 0 0
-3,974,971 -1,443,213 21,423,986 18,127,706
-4,638,849 3,448,237 836,502 -627,155
-11,500,000 -7,000,000 -11,500,000 -7,000,000
2,931,690 -2,470,009 -1,617,411 -12,750,846
0 750,000 0 0
13,207,159 -5,271,772 18,180,909 -20,278,601
-1,723,336 -16,728,854 -10,218 -396,267
2,837,767 19,566,620 184,252 580,519
1,114,431 2,837,766 174,034 184,252
1,114,431 2,837,766 174,034 184,252
1,114,431 2,837,766 174,034 184,252

Notes

Staff costs
Salaries and wages
Other costs for social security

Other staff costs

Executive board and board of directors

Average number of employees

Depreciation, amortisation and writedown
relating to tangible and intangible fixed assets

Amortisation of intangible assets
Depreciation on decoration of rented premises
Depreciation on buildings

Depreciation on plants, operating assets, fixtures
and furniture

Profit/loss on sale of tangible assets

GROUP ANNUAL REPORT 2016

GROUP PARENT ENTERPRISE
2016 2015 2016 2015
19172,027 18,591,139 8,264,599 7,486,965
161,184 87,116 135,690 75,564
3,098,631 2,889,840 1,250,940 1,233,843
22,421,842 21,568,095 9,651,229 8,796,372
3,450,000 1,650,000 810,000 480,000
45 54 o 10
276,540 373,171 168,777 216,288
0 117,211 0 117,211
25,332 25,332 25,332 25,332
4,443,374 3,845,252 5413 0
9 -1,435,949 9 9
4,745,246 2,925,017 199,522 358,831

Income from equity investments in group enterprises

Copenhagen Contractors A/S
Copenhagen Election A/S
Copenhagen Global A/S
Copenhagen Arctic A/S
Copenhagen Contractors Ltd, Kuwait

Copenhagen Contractors Ltd, Jordan

Other financial costs
Financial costs, group enterprises

Other financial costs

All amounts in DKK.

0
2,633,935
2,833,935

0

1,201,003
1,201,003

3,574,858 7,201,421
2,942,598 -1,691,644
9,736,092 4,209,455
-161,935 1,165,252
-746,360 -865,830
-1,200,632 -4,879,625
8,259,425 2,818,625
1,491,038 1,628,319
707,861 780,354
2,198,899 2,408,673
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Notes Notes

2016 2015 2016 2015 31/12 2016 31/12 2015 31/12 2016 31/12 2015
5. Tax on ordinary results 8. Land and property
Tax of the results for the year, parent company 248,358 537,016 -1,331,403 0 Cost 1 January 2016 10,965,179 10,965,179 1,900,000 1,900,000
Adjustment for the year of deferred tax 1,350,262 -12,580 921,397 336,020 Cost 31 December 2016 10,965,179 10,965,179 1,900,000 1,900,000
Write-down of deferred tax asset 9 -274,731 9 -570,906 Depreciation and writedown 1 January 2016 -9,191,769 -9,166,437 -126,590 -101,258
1,598,620 249,705 -410,006 -234,886 Depreciation for the year -25,332 -25,332 -25,332 -25,332
Depreciation and writedown 31 December 2016 -9,217,101 -9,191,769 -151,922 -126,590
6. Proposed distribution of the results Book value 31 December 2016 1,748,078 1,773,410 1,748,078 1,773,410
Extraordinary dividend adopted during
iz finanglel e foeeon o 9. Other plants, operating assets, and fixtures
Dividend for the financial year 0 4,500,000 and furniture
Allocated from results brought forward -1,664,831 -264,282 Cost 1 January 2016 35,332,107 39,819,172 2,108,609 2,108,608
Distribution in total 5,435,169 4,235,718 Translation by use of the exchange rate valid on
balance sheet date 31 December 2016 561,955 1,465,484 0 0
7. Intellectual property Additions during the year 4,932,338 4,333,769 62,858 0
Cost 1 January 2016 2,148,315 2,148,315 1,542,997 1,542,997 Disposals during the year 11,384,808 -10,286,318 9 9
Cost 31 December 2016 2,148,315 2,148,315 1,542,997 1,542,997 Cost 31 December 2016 29,441,592 35,332,107 2,171,467 2,108,608
Amortisation and writedown 1 January 2016 -1,736,046 -1,362,875 -1,337,276 -1,120,988
Amortisation for the year -276,539 -373,171 -168,776 -216,288 Amortisation and writedown 1 January 2016 -30,573,754 -33,397,262 -2,108,608 -1,991,397
Amortisation and writedown 31 December 2016 -2,012,585 -1,736,046 -1,506,052 -1,337,276 Translation by use of the exchange rate valid on
Book value 31 December 2016 135,730 412,269 36,945 205,721 balance sheet date 31 December 2016 -457,355 -1,086,304 0 0
Depreciation for the year -4,483,188 -3,962,486 -5,413 -117,211
Reversal of depreciation, amortisation and
writedown, assets disposed of 10,352,534 7,872,297 0 0
Amortisation and writedown 31 December 2016 -25,161,763 -30,573,755 -2,114,021 -2,108,608
Book value 31 December 2016 4,279,829 4,758,352 w 0

All amounts in DKK. All amounts in DKK.
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Notes Notes

GROUP PARENT ENTERPRISE
31/12 2016 31/12 2015
10. Equity investments in group enterprises 12.  Work in progress for the account of others
Acquisition sum, opening balance 1 January 2016 60,351,579 48,492,120 Sales value of the production of the period
Additions during the year 2,500,000 11,859,459 Work in progress for the account of others, net
Disposals during the year 14,000,000 9
Cost 31 December 2016 48,851,579 60,351,579 13. Deferred tax assets
Revaluations, opening balance 1 January 2016 -31,978,169 -4,201,183 Deferred tax assets 1 January 2016
Translation by use of the exchange rate valid on b 5,198 -595,611 Adjustments
Results for the year before goodwill amortisation 8,259,425 2,818,625 Reversed write-downs
Dividend -10,000,000 -30,000,000
Revaluation 31 December 2016 -33,713,546 -31,978,169
The following items are subject to deferred tax:
Book value 31 December 2016 15,138,033 28,373,410 Losses brought forward from previous years
Group enterprises: Domicile Share of
ownership
Copenhagen Contractors A/S Copenhagen 100 % 14.  Accrued income and deferred expenses
Copenhagen Election A/S Copenhagen 100 % Accruals cohsist of prepaid expenses related
to the next fiscal year
Copenhagen Global A/S Copenhagen 100 %
Copenhagen Artic A/S Copenhagen 70 % o
15.  Other provisions
Copenhagen Contractors Int. Ltd. Jordan 100 % o
Other provisions 1 January 2016
Copenhagen Contractors Int. Ltd. Kuwait 100 % . .
Change of the year in other provisions
31/12 2016 31/12 2015 31/12 2016 31/12 2015
16. Mortgage debt
11. Deposits
Mortgage debt in total
Cost 1 January 2016 666,449 651,452 526,250 513,415
Share of amount due within 1 year
Additions during the year 13,156 12,835 13,156 12,835
Cost 31 December 2016 679,605 664,287 539,406 526,250
Book value 31 December 2016 679,605 664,287 539,406 526,250

Share of liabilities due after 5 years

All amounts in DKK. All amounts in DKK.
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GROUP PARENT ENTERPRISE
31122016 31/122015 31122016  31/122015
1,751,310 0 0 0
1,751,310 0 0 0
2,970,000 2,640,999 1,318,855 1,083,969
1,350,262 54,270 -921,397 -336,020
0 274,731 0 570,906
1,619,738 2,970,000 397,458 1,318,855
1,619,738 2,970,000 397,458 1,318,855
1,619,738 2,970,000 397,458 1,318,855
173,387 130,629 0 0
72,625 42,858 0 0
100,762 173,387 0 0
1,140,141 1,186,583 1,140,141 1,185,583
-45,000 -45,000 -45,000 -45,000
1,095,141 1,140,583 1,095,141 1,140,583
915,000 958,000 915,000 958,000
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Notes Notes

GROUP PARENT ENTERPRISE

Contingencies (continued)

31/12 2016 31/12 2015 31/12 2016 31/12 2015 Joint taxation
17. Bank debts Handwerk Holding A/S, company reg. no 33055889 being the administration company, the company is subject to the Danish scheme of

Bark debits in total 4,394,654 6,468,621 4,394,654 6,468,621 joint taxation and unlimited jointly and severally liable with the other jointly taxed companies for the total corporation tax.
Siheiie 6 U SE R 1 yesr 0,204,000 0,050,000 2.004,000 2.050,000 The Qompany ,IS, unlimited jointly and severally liable with the other jointly taxed companies for any obligation to withhold tax on interest,

_ _ royalties and dividends.

2,190,654 4,418,621 2,190,654 4,418,621 , . . E—

= —_ Any subsequent adjustments of corporate taxes or withheld taxes etc. may cause changes in the company’s liabilities.

Share of liabilities due after 5 years 0 0 0 0

18. Other debts

Other debts in total 988,471 0 0 0
Share of liabilities due after 5 years 9 9 9 9 2016 2015 2016 2015
21.  Adjustments
Depreciation and amortisation 4,745,246 2,925,017 199,621 368,831
1es WO el SEelTiies Income from equity investments in group enterprises 0 0 -8,2569,425 -2,818,625
fg&?ﬂg;féwmg(;?jﬁieﬁegfétDKK 1,140, mortgage has been granted on land and buildings representing a book value of T eme—. 374 2971740 1 478,021 3,805,930
For bank debts, tDKK 14.774, the company has provided security in company assets representing a nominal value of tDKK 18.500. Otherfinancial costs LESEsiES EOTOCS 2,198,899 2408673
This security comprises the below assets, stating the book values: Tax on ordinary results 1,598,620 249,705 -410,006 -234,886
9,177,427 2,103,985 -7,749,032 -4,091,937
Inventories tDKK 8,634
Receivable from sales and services tDKK 17,868 22. Change in working capital
Other plants t1DKK 4,280 Change in inventories 5,188,197 -9,993,169 0 0
Change in debtors 27,862,761 12,373,643 66,981 32,344
20. Contingencies Change in trade creditors and other liabilities -29,106,753 5,974,524 -285,5637 181,246
Contingent assets 3,944,205 -16,392,188 -218,556 213,590

Copenhagen Group A/S has a negative basis for tax calculation of tDKK 8,766, which represents a tax value of tDKK 1.929 at the 2016
Danish corporate tax rate 22%. This basis stems from past losses as well as postponed tax depreciations and tax amortizations. This
deferred ta asset i booked with a value of tDKK 397, which is the minimum value that is expected to be realized within the next three
fiscal years profit,

Contingent liabilities
Recourse guarantee commitments.

The company has provided guarantees for the bank debts of the group enterprises. On 31 December 2016 the total bank debts of
the group enterprises were DKK 14,774

All amounts in DKK. All amounts in DKK.
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Accounting

he annual report for Copenhagen
—|_ Group A/S is presented in accordance
with those regulations of the Danish
Financial Statements Act concerning compa-

nies identified as class C enterprises (medium
sized enterprises).

The accounting policies used are unchanged
comparedto lastyear, and the annual accounts
are presented in Danish kroner (DKK).

Recognition and Measurement in General
Income is recognised in the profit and loss
account concurrently with its realisation,
including the recognition of value adjustments
of financial assets and liabilities. Likewise, all
costs, these including depreciation, amorti-
sation, writedown, provisions, and reversals
which are due to changes in estimated
amounts previously recognised in the profit
and loss account are recognised in the profit
and loss account.

Assets are recognised in the balance sheet
when the group is liable to achieve future,
financial benefits and the value of the asset
can be measured reliably.

Liabilities are recognised in the balance sheet
when the group is liable to lose future, financial
benefits and the value of the liability can be
measured reliably.

Atthe first recognition, assets and liabilities are
measured at cost. Later, assets and liabilities
are measured as described below for each
individual accounting item.

Certain fixed asset investments and liabilities
are measured at amortised cost, by which
method a fixed, effective interest is recognised

Solicies

during the usetul life of the asset or the liability.
Amortised cost is recognised as the original
cost with deduction of any payments and
additions/deductions of the accrued amor-
tisation of the difference between cost and
nominal amount. In this way capital losses and
capital profits are spread over the useful life.

At recognition and measurement, such
predictable losses and risks are taken into
consideration, which may appear before
the annual report is presented, and which
concerns matters existing on the balance
sheet date.

The Consolidated Annual Accounts

The consolidated annual accounts comprise
the parent company Copenhagen Group A/S
and those group enterprises of which Copen-
hagen Group A/S directly or indirectly owns
more than 50 % of the voting rights or in other
ways has controlling interest. As it appears
from the group chart, enterprises of which
the group owns between 20 and 50 % of
the voting rights and exercises considerable,
but not controlling interest are considered
associated enterprises.

By the consolidation, elimination of inter-
company income and costs, shareholding,
intercompany balances and dividends and
realised and unrealised gains and losses
from transactions among the consolidated
enterprises takes place.

Equity interests in group enterprises are settled
by the proportional share of the group enter-
prises’ trade value of net assets and liabilities
at the date of acquisition.

Newly acquired or newly established enter-
prises are recognised in the consolidated
annual accounts as of the date of acquisition.
Disposed or terminated enterprises are recog-
nised in the consolidated annual accounts
until the date of disposal. In relation to newly
acquired, disposed or terminated enterprises,
comparative figures are not adjusted.

In connection with the acquisition of new
enterprises, the acquisition method is applied,
by which the acquirees’ identifiable assets
and liabilities are measured at fair value at
the time of acquisition. Costs for restructuring
which are recognised in the acquiree before
the acquisition date and which have not been
agreed upon as part of the acquisition, are
recognised in the pre-acquisition balance
sheet and thereby forms part of the meas-
urement of goodwill. Restructuring decided
by the acquiree is recognised in the profit and
loss account. The tax effect of the revaluations
carried out is taken into consideration.
Positive balances (goodwill) between cost and
fair value of the acquired, identifiable assets
and liabilities, including provisions for restruc-
turing, are recognised under intangible fixed
assets and in accordance with an individual
evaluation allocated on a systematic basis
over their useful lives in the profit and loss
account. Negative balances (negative goodwil)
is recognised as income in the profit and loss
account at the date of acquisition when the
general requirements for recognition of income
are met.

Goodwill and negative goodwill from acquirees
may be adjusted until 12 months after the
acquisition

Gains or losses from the disposal or termi-
nation of group enterprises or associated
enterprises are recognised as the difference
between the sales price or the termination
sum and the book value of the net assets at
the sales date and expected costs of sale
or termination.

In case of business combinations such as
acquisition and sale of equity investments,
mergers, demergers, addition of assets and
exchange of shares etc. with participation of
enterprises under the control of the parent
company, the merger method is applied,
in which case the merger is considered
implemented on the first day of the financial
year, and restatement of comparative figures
is made.

Minority Interests

The items of the group enterprises are recog-
nised by 100 % in the consolidated annual
accounts. The minority interests’ proportionate
share of the profit or loss and the equity of the
group enterprises are adjusted annually, and
they are recognised as a separate item below
the profitand loss account and as a separate
item in the balance sheet respectively.

THE PROFIT AND LOSS ACCOUNT

Net turnover

The netturnover is recognised in the profit and
loss account if delivery and risk transfer to the
buyer have taken place before the end of the
year, and if the income can be determined
reliably and is expected to be received. The
net turnover is recognised exclusive of VAT and
taxes and with the deduction of any discounts
granted in connection with the sale.

Contract work in progress concerning
construction contracts is recognised concur-
rently in the net turnover with the progress of
the production. Thus the net turnover corre-
sponds to the sales value of the completed
productions of the year (the production
method). The net turnover is recognised when
the total income and costs of the contract
and the scope of completion on the balance
sheet date can be determined reliably, and
when it is likely that the financial benefits will
be received by the company.

When the results of a contract can not be
determined reliably, the net turnover is only
recognised on a cost basis, however, to the
extent that it is probable that the costs will
be recovered.

Cost of Sales

Costs of sales includes costs for the purchase
of raw materials and consumables less
discounts and changes in inventories.

Other External Costs

Other external costs comprise costs for distri-
bution, sales, advertisement, administration,
premises, loss on debtors, and operational
leasing costs.

Staff Costs
Staff costs include salaries and wages
including holiday allowances, pensions and
other costs for social security etc. for staff
members. Staff costs are less public reim-
bursements.

Depreciation, Amortisation and Writedown
Depreciation, amortisation and writedown
comprise depreciation on, amortisation of and
writedown relating to intangible and tangible
fixed assets respectively.

Net Financials

Net financials comprise interest, realised and
unrealised capital gains and losses conceming
financial assets and liabilities, amortisation
of financial assets and liabilities, additions
and reimbursements under the Danish tax
prepayment scheme, etc. Financial income
and expenses are recognised in the profit and
loss account with the amounts that concerns
the financial year.

Interest and other costs concerning loans
for financing the production of intangible
and tangible fixed assets and concerning
the production period are not recognised in
the cost of the fixed asset.

Results from Equity Investments in Group
Enterprises

After full elimination of intercompany profit or
loss and deduction of amortisation of consol-
idated goodwill, the equity investment in the
individual group enterprises are recognised
in the profit and loss account at a propor-
tional share of the group enterprises’ results
after tax.

Tax of the Results for the Year

The tax for the year comprises the current
tax for the year and the changes in deferred
tax, and it is recognised in the profit and loss
account with the share referring to the results
for the year and directly in the equity with the
share referring to entries directly on the equity.
The parent enterprise and the Danish group

GROUP ANNUAL REPORT 2016

enterprises are subject to the Danish rules on
compulsory joint taxation of the consolidated
Danish enterprises.

The current Danish corporate tax is allocated
among the jointly taxed companies in propor-
tion to their respective taxable income (full
allocation with reimbursement of tax losses).

THE BALANCE SHEET

Intangible Fixed Assets Intellectual
Property

Aquired software and intellectual property
is measured at cost price less accumulated
amortization and is amortized by the straight-
line method over the expected useful life
estimated to three to five years.

Tangible Fixed Assets

Tangible fixed assets are measured at cost
with deduction of accrued depreciation and
writedown. Land is not depreciated.

The basis of depreciation is cost with deduc-
tion of any expected residual value after
the end of the useful life of the asset. The
amortisation period and the residual value
are determined at the acquisition date and
reassessed annually. If the residual value
exceeds the book value, the amortisation
discontinues.

[f the amortisation period or the residual value
is changed, the effect on amortisation will in
the future be recognised as a change in the
accounting estimates.

The cost comprises the acquisition cost and
costs directly attached to the acquisition until
the time when the asset is ready for use.
The cost of a total asset is divided into sepa-
rate components. These components are
depreciated separately, the useful lives of
each individual components differing.

Depreciation takes place on a straight line
basis and based on an evaluation of the
expected useful life:

Buildings, Denmark 75 years
Technical plants and machinery  3-5 years
Other plants, operating assets,
ixtures and furniture 3-5 years
Minor assets with an expected useful life of
less than 1 year are recognised as costs
in the profit and loss account in the year of
acquisition,
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Profit or loss deriving from the sales of tan-
gible fixed assets is measured as the differ-
ence between the sales price reduced by the
seling costs and the book value at the time
of the sale. Profit or losses are recognised in
the profit and loss account as other operating
income or other operating expenses.

As regards assets of own production, the
cost comprises direct and indirect costs
for materials, components, deliveries from
subsuppliers, payroll costs, and borrowing
costs form specific and general borrowing
concerning the construction of each
ndividual asset.

FINANCIAL FIXED ASSETS

Equity Investments in Group Enterprises
Equity investments in group enterprises are
recognised in the balance sheet at a propor-
tional share under the equity method, the
value being calculated on the basis of the
accounting policies of the parent company
by the deduction or addition of unrealised
intercompany profits and losses, and with
the addition or deduction of residual value of
positive or negative goodwill measured by
applying the acquisition method.

Group enterprises and associated enterprises
with negative equity are recognised without
any value, and to the extent they are consid-
ered irrevocable, amounts owed by these
companies are written down by the parent’s
share of the equity. If the negative equity
exceeds the debtors, the residual amount
is recognised under liability provisions to the
extent the parent has a legal or actual liability
to cover the negative equity of the subsidiary.

To the extent the equity exceeds the cost,
the net revaluation of equity investments
in group enterprises are transferred to the
reserves under the equity for net revaluation
as per the equity method.Dividends from
group enterprises expected to be decided
before the approval of this annual report are
not subject to a limitation of the revaluation
reserves. The reserves are adjusted by other
equity movements in group enterprises.

Newly taken over or newly established
companies are recognised in the annual
accounts as of the time of acquisition. Sold
or liquidated companies are recognised at
the time of cession.

Profit or loss in connection with the sale
of group enterprises are measured as the

difference between the sales amount and
the book value of net assets at the time of
the sale, inclusive of remaining consolidated
goodwill and expected costs for sale and
cession. Profit and loss are recognised in the
profit and loss account under net financials.

In connection with the acquisition of new
group enterprises and associated enterprises,
the acquisition method is applied, by which
the acquirees’ assets and liabilities are meas-
ured at fair value at the time of acquisition.
Provisions for payment of costs for decided
restructuring activities in the acquirees in
relation to the acquisition are recognised.
The tax effect of the revaluations carried out
is taken into consideration.

Positive differences (goodwill) between cost
and fair value of identifiable, acquired assets
and liabilities, inclusive of liability provisions
for restructuring, are recognised under equity
investments in group enterprises, and they
are amortised over their estimated useful life.
The useful life is determined on the basis
of the management's experience with the
individual business areas. The amortisation
period is maximum 20 years, being the longer
for strategical acquirees with a strong market
position and a long-range earnings poten-
tial. The book value of goodwill is evaluated
currently and written down in the profit and
loss account in those cases where the book
value exceeds the expected future netincome
from the enterprise or the activity, to which
the goodwill is attached.

Inventories

Inventories are measured at cost on basis of
the FIFO method. In case the net realisable
value of the inventories is lower than the cost,
writedown takes place to this lower value.

The cost for trade goods, raw materials, and
consumables comprises the acquisition cost
with the addition of the delivery costs.

The cost for manufactured goods and works
in progress comprises the cost for raw
materials, consumables, direct wages, and
indirect production costs. Indirect produc-
tion costs comprise indirect materials and
wages, maintenance of and depreciation on
machinery, factory buildings and equipment
applied during the production process, and
costs for factory administration and factory
management. Borrowing costs are not recog-
nised in cost.

The net realisable value for inventories is
recognised as the market price with deduction
of completion costs and selling costs. The
net realisable value is determined taking into
consideration the negotiability, obsolescence,
and development of the expected market
price.

Debtors

Debtors are measured at amortised cost
which usually corresponds to face value. In
order to meet expected losses, writedown
takes place at the net realisable value.

Work in Progress for the Account of Others
Contract work in progress is measured at the
selling price of the work performed, however
with deduction of invoicing on account and
expected losses. Contract work in progress
is characterised by the manufactured goods
featuring a high level of individualisation in
the design. Furthermore, it is a requirement
that before work is commenced, a binding
contract is to be been entered into, implying
penalty or damages in case of subsequent
cancellation.

The selling price is measured on the basis of
the stage of completion on the balance sheet
date and the total expected income from the
individual contracts. The stage of completion
is determined on the basis of an evaluation
of the work performed, usually determined
as the ratio of the costs incurred to the total
expected cost of the contract in question.

When it is probable that the total contract
costs will exceed the total contract revenue,
the expected contract loss is immediately
recognised as costs and provisions.

Ifthe results of a contract can not be estimated
reliably, the selling price is only recognised
on a cost basis, however, to the extent that it
is probable that the costs will be recovered.

Contracts for which the selling price of the
work performed exceeds invoicing on account
and expected losses are recognised as trade
debtors. Contracts for which invoicing on
account and expected losses exceed the
selling price are recognised as liabilities.

Prepayments from customers are recognised
under liabilities.

Costs in connection with sales work and the
achievement of contracts are recognised in
the profit and loss account when incurred.

FPT One-Engine Concept
for Marine Segment

FPT Industrial Distributor
Copenhagen Global has entered
into an agreement for Denmark
and Greenland for the supply and
maintenance of FPT Industrial
powertrains for on-road, off-road,
marine and power generation
applications, including spare
parts.
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Accrued Income and Deferred Expenses
Accrued income and deferred expenses
recognised under assets comprise incurred
costs concerning the next financial year.

Available Funds
Available funds comprise cash at bank and
in hand.

EQUITY

Dividend

Dividend expected to be distributed for the
year is recognised as a separate item under
the equity. Proposed dividend is recognised
as a liapility at the time of approval by the
general meeting (the time of declaration).

Corporate Tax and Deferred Tax

Current tax receivable and tax liabilities are
recognised in the balance sheet at the amount
calculated on the basis of the expected
taxable income for the year adjusted for tax
on previous years' taxable income and prepaid
taxes. Tax receivable and tax liabilities are set
off to the extent that legal right of set-off exists
and if the items are expected to be settled
net or simultaneously

According to the rules of joint taxation,
Copenhagen Group A/S is unlimited, jointly
and severally liable towards the Danish
tax authorities for the total corporation tax,
including withholding tax on interest, royalties
and dividends, arising within the jointly taxed
group of companies.

Deferred tax is measured on the basis of all
temporary differences in assets and liabilities
with a balance sheet focus.

Deferred tax is measured based on the
tax rules and tax rates applying under the
legislation on the balance sheet date and
prevailing when the deferred tax is expected
to be released as current tax.

Other Provisions

Provisions comprise expected costs for
guarantee liabilities, loss on work in progress,
restructuring, etc. Provisions are recognised
when the group has a legal or actual liability
which is due to a previous event and when it
is likely that the settlement of the liability will
result in expenditure of the financial resources
of the group.

If the settlement of the liability is expected to
take place in some remote future, provisions
are measured at the net realisable value or
at fair value.

Guarantee liabilittes comprise liabilities for
repairs within the guarantee period of 1-5
years. The provisions are measured at the net
realisable value and recognised on basis of
the obtained experience with guarantee work.
If provisions have an expected due date later
than 1 year from the balance sheet date, they
are discounted at the average bond interest.

On the acquisition of enterprises, provisions
for restructuring within the acquired enterprise
is included in the acquisition cost, and thereby
in the goodwill or the consolidated goodwill,
1o the extent that they have been approved
and announced on the date of acquisition
at the latest.

When itis likely that the total costs will exceed
the total income of work in progress for the
account of others, provisions are made for
the total loss expected on the contract.
Provisions are recognised as costs under
production costs.

Liabilities

Financial liabilities related to borrowings are
recognised at the received proceeds with
the deduction of transaction costs incurred.
In following periods, the financial liabilities are
recognised at amortised cost, corresponding
1o the capitalised value by use of the effective
interest. The difference between the proceeds
and the nominal value is recognised in the
profit and loss account during the term of
the loan.

Mortgage debt and bank debt are for instance
measured at amortised cost. As to cash
loans, this corresponds to the outstanding
debt of the loan. For bond loans, the amor-
fised cost corresponds to an outstanding
debt calculated as the underlying cash
value at the date of borrowing adjusted by
amortisation of the market value adjustment
on the date of the borrowing carried out over
the repayment period.

Also capitalised residual leasing liabilities in
connection with financial leasing contracts are
recognised in the financial liabilities.

Liabilities relating to investment properties are
measured at amortised cost.

Other liabilities are measured at amortised
cost which usually corresponds to the
nominal value.

THE CASH FLOW STATEMENT

The cash flow statement shows the cash flow
of the group and the parent enterprise for
the year, divided in cash flows deriving from
operating activities, investment activities, and
financing activities respectively, the changes
in the liabilities, and the available funds at the
beginning and the end of the year respectively.

The effect of cash flow deriving from purchase
and sale of enterprises appears separately
under cash flow from investment activities. In
the cash flow statement, cash flow deriving
from purchased enterprises is recognised
as of the date of acquisition, and cash flow
deriving from sold enterprises is recognised
until the sales date.

Cash Flow from Operating Activities
Cash flow from operating activities are calcu-
lated as the results for the year adjusted for
non-cash operating items, the change in the
working capital, and corporate tax paid.

Cash Flow from Investment Activities
Cash flow from investment activities comprises
payments in connection with the acquisition
and sale of enterprises and activities as well
as the acquisition and sale of intangible and
tangible fixed assets and fixed asset invest-
ments respectively.

Cash Flow from Financing Activities
Cash flow from financing activities comprises
changes in the size or the composition of the
share capital and the costs in this connec-
tion. Furthermore, these activities comprise
borrowings, instalments on interestbearing
debt, and payment of dividend to the share-
holders.

Available Funds

Available funds comprise cash funds and
short-term securities with a term of less than
3 months which can easily be converted into
cash funds and on which only an insignificant
risk of value changes exists.
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