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HAFELE U.K. LIMITED

Strategic Report for the Year Ended 31 December 2020

The directors present their strategic report for the year ended 31 December 2020.

Principal activity

The principal activity of the company is supplying furniture fittings, ironmongery and hardware to the trade
including specialists products from hinges, handles and door furniture to storage solutions, sliding door systems and
lighting.

Purpose
« To create "more life per m*"

Core values

*  Open-minded family spirit
-We are multicultural, family-owned and operated business with strong common roots.
-We respect each other as team members, learn from each other and stick together.

* Team reliance
-We are loyal to our company and true to ourselves. Externally, we speak with one voice.
-We foster an environment of trust and kind behaviour towards each other. We are straight-forward, open and
keep our promises. We resolve conflict honestly and fairly.
-We share information and our experience. These values also supply to our conduct in cooperating with external
partners.

* Embracing challenge
-We recognise performance and appreciate those that accept challenges and responsibility.
-We apply our skills and expertise and we are proactive in adapting to new situations.
-We welcome new challenges and projects and evolve along with our business. We have the courage to attempt
new things, learn from the experiences and celebrate our successes.

« Client relationships with a wow-factor
-We adapt our business to each market. With the Hifele brand we offer added value and become a valuable
partner for our customers.
-We understand our customers’ needs and exceed their expectations with new service and product solutions.
-We can support our clients in every step of the manufacturing process with our comprehensive range of
solutions.
-We ensure our customers long term success and delight terms with our attractive services.

Fair review of the business

= 2020 was an extremely challenging year, as the devasting impact of COVID-19 either closed or severely restricted
many of our customers for large periods of the year; and Brexit uncertainty continued to impact many of our key
markets too. However, Hafele’s unrivalled product range and service offering, and the diversified markets we
supply, ensured that the impact on revenue was less severe than many others suffered.

» We experienced a very difficult Q2, during the first UK lockdown, when our revenue fell by 80% at one point, but
we bounced back much quicker than expected, due to a combination of strong back orders and new pent-up demand
from consumers, who were largely confined to their homes, many with increased cash reserves.

« Despite the drop in revenue in 2020, we managed to improve gross margin percentage and delivered a strong EBIT
under the circumstances, as a result of favourable mix, careful price management and very tight cost control.

* The statement of financial position at 31 December 2020 is detailed on page 12.
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HAFELE U.K. LIMITED
Strategic Report for the Year Ended 31 December 2020

The company’s key financial and other performance indicators during the year were as follows:
2020 2019 Definition and method of calculation

Growth in sales (%) -154% -0.7% Year on year growth asa %
Operating margin (%) 10.0% 10.9% Ratio of operating profit to sales expressed as a %
Return on investment (%) 26.1%  37.1% Operating profit expressed as a % of net assets
% of employees who were employed at the start of
Employee retention 88.0% 91.2% the year remaining in employment with the company
at the end of the year

Principal risks and uncertainties

The management of the business and the execution of the Company’s strategy are subject to a number of risks. The
key ongoing business risks and uncertainties affecting the Company relate to increased competition, weak consumer
confidence and the recruitment and retention of suitable employees.

The principal risk in 2020 was the threat to our employees’ health from COVID-19. When the pandemic hit in early
2020, we reacted very quickly and decisively to ensure as many people as possible could work from home to protect
them from the virus. Only a skeletal operation remained on site to service those customers who still needed us for
critical projects, like the construction of the Nightingale hospitals. Multiple measures were put in place very rapidly,
to protect of those employees from catching COVID-19.

At present, we also face a number of added challenges. The COVID-19 pandemic continues to negatively impact
many of our markets, both in terms of demand and supply. We have also seen an unprecedented disruption in global
sea freight, which threatens to severely delay and significantly increase the cost of imported products from Asia into
the UK market. In addition, the uncertainty caused by the last-minute Brexit agreement, has caused chaos with the
smooth supply of goods into the UK from the EU in early 2021. Whilst these risks are causing short term issues to
our business performance, we expect that the situation will ease as 2021 progresses, as businesses adapt to new
Brexit rules and as more COVID-19 vaccinations are rolled out worldwide.

The risks facing the company are assessed on an ongoing basis. The directors evaluate the likelihood and the
potential impact of each risk and ensure appropriate action is taken.

G

N B Cole
Director
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HAFELE U.K. LIMITED

Directors' Report for the Year Ended 31 December 2020

The directors present their report and the financial statements for the year ended 31 December 2020.

Directors of the company

The directors who held office during the year were as follows:
S A Thierer

N B Cole

C S Chambers

Result and dividends
The profit for the financial year amounted to £8,513,000 (2019: £8,090,000).

The company has paid a dividend of £50.00 per share totaling £5,000,000 in respect of the financial year ended 31
December 2020 (2019: £92.70 per share totaling £9,270,000).

Financial risk Management

The risks facing the company are assessed on an ongoing basis. The directors evaluate the likelihood and the
potential impact of each risk and ensure appropriate action is taken.

A number of risks such as liquidity, interest rates, capital expenditure, insurance, health and safety and regulatory
compliance come under the direct control of the directors. The key financial risks are managed as follows:

Price risk, credit risk, liquidity risk and cash flow risk

Currency fluctuation risk
The company seeks to reduce currency fluctuation risk by entering into forward exchange contracts.

Credit risk

The company has policies that require appropriate credit checks on potential customers before sales are made and
credit insurance is in place to mitigate the risk of customer failures.
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HAFELE UK. LIMITED

Directors' Report for the Year Ended 31 December 2020

Employee policies

The directors recognise the considerable benefits which accrue from keeping employees at all levels informed of the
progress of the business and involving them in the company's performance. The company's policy is to ensure that
information and viewpoints are exchanged and considered and that employees are aware of the financial and
economic factors which affect the company's performance. This has been even more important at a time when a high
proportion of our employees are working from home and as such, regular briefings and updates have been provided
during this time.

The company is committed to employment policies, which follow best practice, based on equal opportunities for all
employees, irrespective of sex, race, colour, disability or marital status. The company gives full and fair
consideration to applications for employment from disabled persons, having regard to their particular aptitudes and
abilities. Appropriate arrangements are made for the continued employment and training, career development and
promotion of disabled persons employed by the company. If members of staff become disabled the company
continues employment, either in the same or an alternative position, with appropriate retraining being given if
necessary. It is the company’s policy to consider the skills and aptitudes of disabled people and to comply fully and
fairly with any legislation in connection with disabled persons.

Greenhouse gas emissions
2020 emissions

(tCO2e)
Scope 1 - combustion of fuel and operation of facilities 59
Scope 1 - generation and use of renewables 543
Scope 1 Total 603
Scope 2 - emission$ from purchased energy 300
Scope 3 - indirect emissions from use of third-party transport 26
Total emissions (Scopes 1,2 and 3) 929

Emissions intensity 9.99 tonnes per £1m of

revenue
Streamlined energy and carbon reporting
2020
Energy consumed (kWh) 4,482,711

Quantification and Reporting Methodology

HM Government Environmental Reporting Guidelines: including streamlined energy and carbon reporting guidance
(March 2019) has been used for the collation of data sources and reporting of emissions. UK Government GHG
Conversion Factors for Company Reporting has been used for the reporting of emissions, using the 2019 version.
Fugitive emissions from refrigerants adopts the screening method in annex C of the guidance.

Energy efficiency actions

During the 2020 financial period, the company has implemented an LED conversion project for the office and
warehouse lighting. In addition, eight EV charger points have been installed at the head office site and five fleet
vehicles are now hybrids.
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HAFELE UK. LIMITED

Directors' Report for the Year Ended 31 December 2020

Future developments
Hifele's goal is to be closer to its customers than anyone else, to gain a better understanding of their requirements, to
analyse the business climate more carefully and to identify new improvement opportunities faster.

2021 is predicted to be another challenging year, but one in which expect to see a strong recovery from the lows of
2020. We predict the current issues around Brexit documentation and global sea freight will ease as the year
progresses, whilst the rapid roll out of the COVID-19 vaccination programme gives us optimism that we can get
back to some form of ‘normal’ in the near future.

Despite these threats, we remain cautiously optimistic for 2021. Our aim continues to be to consolidate our leading
position in our core markets, through the introduction of exciting new products and services, and explore
opportunities for growth in new ones. Increasingly, this will involve the investment in digital services, where we
have already seen a sharp growth in demand during the pandemic.

Our commitment to develop our people and recruit new people will continue, to ensure we are best placed to take
advantage of any opportunities as and when they arise.

Qualifying third party indemnity provision

The company maintains liability insurance for its directors and officers. Following shareholder approval, the
company has also provided an indemnity for its directors, which is a qualifying third party indemnity provision for
the purposes of the Companies Act 2006. The qualifying indemnity was in force during the financial year and also at
the date of approval of the financial statements.

Disclosure of information to the auditors
Each director has taken steps that they ought to have taken as a director in order to make themselves aware of any

relevant audit information and to establish that the company's auditors are aware of that information. The directors
confirm that there is no relevant information that they know of and of which they know the auditors are unaware.

Approved by the Board on QIT(ZIZI and signed on its behalf by:

.........................................

Director

Page 6



HAFELE U.K. LIMITED

Statement of Directors' Responsibilities

The directors acknowledge their responsibilities for preparing the Annual Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of
affairs of the company and of the profit or loss of the company for that period. In preparing these financial
statements, the directors are required to:

+ select suitable accounting policies and apply them consistently;
« make judgements and accounting estimates that are reasonable and prudent;

- state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

« prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.
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HAFELE U.K. LIMITED

Independent Auditor's Report to the Members of HAFELE U.K. LIMITED

Opinion

We have audited the financial statements of HAFELE U.K. LIMITED (the 'company') for the year ended 31
December 2020, which comprise the Statement of Comprehensive Income, Balance Sheet, Statement of Changes in
Equity, and Notes to the Financial Statements, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opinions we have formed.

In our opinion the financial statements:

+ give a true and fair view of the state of the company's affairs as at 31 December 2020 and of its profit for the
year then ended;

» have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

« have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of
the financial statements section of our report. We are independent of the company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report
to you where:

+ the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or
+ the directors have not disclosed in the financial statements any identified material uncertainties that may cast

significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

Other information

The directors are responsible for the other information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion thereon.
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HAFELE U.K. LIMITED

Independent Auditor's Report to the Members of HAFELE U.K. LIMITED

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact.

We have nothing to report in this regard.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

« the information given in the Strategic Report and Directors' Report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

+ the Strategic Report and Directors' Report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception
In the light of our knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified material misstatements in the Strategic Report and the Directors' Report.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to
you if, in our opinion:

« adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

+ the financial statements are not in agreement with the accounting records and returns; or
+ certain disclosures of directors’ remuneration specified by law are not made; or

+ we have not received all the information and explanations we require for our audit.
Responsibilities of directors

As explained more fully in the Statement of Directors' Responsibilities {set out on page 7], the directors are
responsible for the preparation of the financial statements and for being satistied that they give a true and fair view,
and for such internal control as the directors determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.
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HAFELE U.K. LIMITED

Independent Auditor's Report to the Members of BAFELE UK. LIMITED

As part of an audit in accordance with ISAs (UK), we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

.

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit 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 override of internal control.

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

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

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

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

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the company to express an opinion on the financial statements. We are responsible for the
direction, supervision and performance of the company 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 significant deficiencies in internal control that we identify
during our audit.

Imran Farooq (Senior Statutory Auditor)
For and on behalf of R6dl & Partner Limited, Statutory Auditor

170 Edmund Street
Birmingham
B3 2HB
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HAFELE U.K. LIMITED

Statement of Comprehensive Income for the Year Ended 31 December 2020

2020 2019
Note £000 £000
Turnover 3 93,237 110,196
Cost of sales (57,635) (68,973)
Gross profit 35,602 41,223
Distribution costs (5,437) (6,946)
Administrative expenses (22,637) (22,768)
Other operating income 4 1,827 458
4Operating profit 5 9,355 1 1,967
Gain/(loss) on financial assets at fair value 22 976 (2,009)
Other interest receivable and similar income 6 116 l
Profit before tax 10,447 9,959
Taxation 10 (1,934) (1,869)
Profit for the financial year 8,513 8,090
Other comprehensive income for the financial year
P&l reserve - Actuarial (loss)/gain recognised in pension 118 (2,581)
P&l reserve - Deferred tax on actuarial (loss)/gain recognised in pension (16) 299
102 (2,282)
Total comprehensive income for the year 8,615 5,808

The above results were derived from continuing operations.

The notes on pages 14 to 30 form an integral part of these financial statements.
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HAFELE UK. LIMITED

(Registration number: 01486136)
Balance Sheet as at 31 December 2020

2020 2019
Note £000 £000
Fixed assets
Intangible assets 11 1,025 931
Tangible assets. 12 17,108 17,609
18,133 18,540
Current assets
Stocks 13 14,792 18,320
Debtors » 14 24,445 20,413
Cash at bank and in hand 15 2,676 448
41,913 39,181
Creditors: Amounts falling due within one year 16 (17,904) (18,355)
Net current assets 24,009 20,826
Total assets less current liabilities 42,142 39,366
Provisions for ligbilities 17 (6,.274) _(3,113)
Net assets 35,868 32,253
Capital and reserves
Called up share capital 19 100 100
Profit and loss account 35,768 32,153
Total equity 35,868 32,253

Approved and authorised by the Board on 21* 212‘ and signed on its behalf by:

NB Cole
Director

The notes on pages 14 to 30 form an integral part of these financial statements.
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Statement of Changes in Equity for the Year Ended 31 December 2020

At | January 2020
Profit for the year
Other comprehensive income

Total comprehensive income
Dividends

At 31 December 2020

At 1 January 2019
Profit for the year
Other comprehensive income

Total comprehensive income
Dividends

At 31 December 2019

HAFELE U.K. LIMITED

Profit and loss

Share capital account Total
£000 £000 £000

100 32,153 32,253

- 8,513 8,513

- 102 102

- 8,615 8,615
- (5,000) (5,000)

100 35,768 35,868

Profit and loss

Share capital account Total
£000 £ 000 £ 000

100 35,615 35,715

- 8,090 8,090
- (2,282) (2,282)

- 5,808 5,808
- (9,270) (9,270)

100 32,153 32,253

The notes on pages 14 to 30 form an integral part of these financial statements.
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HAFELE U.K. LIMITED

Notes to the Financial Statements for the Year Ended 31 December 2020

1 General information
The company is a private company limited by share capital, incorporated in England.

The address of its registered office is:
Swift Valley Industrial Estate

Rugby

Warwickshire

Cv21 IRD

2 Accounting policies

Summary of significant accounting policies and key accounting estimates
The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

Statement of compliance .
These financial statements were prepared in accordance with Financial Reporting Standard 102 'The Financial
Reporting Standard applicable in the UK and Republic of Ireland'.

Basis of preparation
These financial statements have been prepared using the historical cost convention except that as disclosed in the
accounting policies certain items are shown at fair value.

The presentational currency used to prepare the financial statements is Sterling (£) and the amounts have been
rounded to the nearest £1,000.

Summary of disclosure exemptions
The company has taken advantage of the following disclosure exemptions in preparing these financial statements, as
permitted by the FRS 102 "The Financial Reporting Standard applicable in the UK and Republic of Ireland™:

- the requirements of Section 4 Statement of Financial Position paragraph 4.12(a)(iv);

- the requirements of Section 7 Statement of Cash Flows;

- the requirements of Section 3 Financial Statement Presentation paragraph 3.17(d);

- the requirements of Section 11 Financial Instruments paragraphs 11.39 to 11.48A;

- the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12.29;
- the requirements of Section 33 Related Party Disclosures paragraph 33.7.

This information is included in the consolidated financial statements of Héfele Holding GmbH as at 31 December

2020 and these financial statements may be obtained from Hifele GmbH & Co, Postfach 1237, D72192 Nagold,
Germany.
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HAFELE U.K. LIMITED

Notes to the Financial Statements for the Year Ended 31 December 2020

Judgements in applying accounting policies and Key sources of estimation

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances. The company
makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results.

The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are addressed below.

Defined benefit pension scheme

The Company operates a defined benefit schemes with the key judgements arising from the determination of the
pension liability. We use a specialist third party to advise on the appropriate assumptions to use and the main
assumptions are set out in note 19 of the financial statements.

Impairment of trade debtors

When assessing impairment of trade and other debtors, management considers factors including the current credit
rating of the debtor, the ageing profile of debtors, historical experience and the extent to which the debt is protected
under the company’s credit insurance arrangements. See note 15 for the net carrying amount of the debtors and
associated impairment provision.

Impairment of inventory

When calculating the inventory provision, management considers the nature and condition of the stock, as well as
applying assumptions around anticipated saleability of finished goods. See note 14 for the net carrying amount of
the stock and associated provision.

Revenue recognition
Revenue comprises the invoiced value of goods supplied, net of returns, discounts and value added tax. Revenue is
recognised when the goods are despatched to the customer.

Accruals for rebates, based on customer turnover as determined by signed rebate agreements are held to reflect
payments to be made in respect of such arrangements post year end. These costs are recognised against revenue in
the year.

Accruals for rebates, based on customer turnover as determined by signed rebate agreements are held to reflect
payments to be made in respect of such arrangements post year end. These costs are recognised against revenue in
the year.

Government grants
In 2020, the company received a grant through the government's coronavirus job retention scheme in response to the
coronovirus pandemic. The funding is included in other income.

Finance income and costs policy

Finance costs are charged to the Statement of Comprehensive Income over the term of the debt using the effective
interest method so that the amount charged is at a constant rate on the carrying amount. Issue costs are initially
recognised as a reduction in the proceeds of the associated capital instrument.
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HAFELE U.K. LIMITED

Notes to the Financial Statements for the Year Ended 31 December 2020

Foreign currency transactions and balances
Foreign currency transactions are translated into the functional currency using the spot exchange rates at the dates of
the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non- monetary items
measured at historical cost are translated using the exchange rate at the date of the transaction and non-monetary
items measured at fair value are measured using the exchange rate when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation at
period-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the
Statement of Comprehensive Income except when deferred in other comprehensive income as qualifying cash flow
hedges.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented in the
Statement of Comprehensive Income within ‘finance income or costs’. All other foreign exchange gains and losses
are presented in the Statement of Comprehensive Income within ‘other operating income’.

Tax

The tax expense for the year comprises current and deferred tax. Tax is recognised in the Statement of
Comprehensive Income, except that a change attributable to an item of income and expense recognised as other
comprehensive income or to an item recognised directly in equity is also recognised in other comprehensive income
or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countries where the Company operates and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not reversed by the
Statement of Financial Position date, except that:

a) the recognition of deferred tax assets is limited to the extent that it is probable that they will be recovered against
the reversal of deferred tax liabilities or other future taxable profits; and

b) any deferred tax balances are reversed if and when all conditions for retaining associated tax allowances have
been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of business
combinations, when deferred tax is recognised on the differences between the fair values of assets acquired and the
future tax deductions available for them and the differences between the fair values of liabilities acquired and the
amount that will be assessed for tax. Deferred tax is determined using tax rates and laws that have been enacted or
substantively enacted by the reporting date.
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HAFELE U.K. LIMITED

Notes to the Financial Statements for the Year Ended 31 December 2020

Tangible assets

Property, plant and equipment under the cost model are stated at historical cost less accumulated depreciation and
any accumulated impairment losses. Historical cost includes expenditure that is directly attributable to bringing the
asset to the location and condition necessary for it to be capable of operating in the manner intended by
management.

The Company adds to the carrying amount of an item of fixed assets the cost of replacing part of such an item when
that cost is incurred, if the replacement part is expected to provide incremental future benefits to the Company. The
carrying amount of the replaced part is derecognised. Repairs and maintenance are charged to the Statement of
Comprehensive Income during the period in which they are incurred.

Land is not depreciated. Depreciation on other assets is charged so as to allocate the cost of assets less their residual
value over their estimated useful lives, using the straight-line method.

Depreciation
Depreciation is charged so as to write off the cost of assets, other than land and properties under construction over
their estimated useful lives, as follows:

Asset class Depreciation method and rate
Freehold & leasehold property 2%

Plant and machinery 10-25%

Fixtures and fittings 10-25%

The assets residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively if
appropriate, or if there is an indication of a significant change since the last reporting date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised in the Statement of Comprehensive Income.

Intangible assets
Intangible assets are initially recognised at cost. After recognition, under the cost model, intangible assets are
measured at cost less any accumulated amortisation and any accumulated impairment losses.

All intangible assets are considered to have a finite useful fife. If a reliable estimate of the useful life cannot be
made, the useful life shall not exceed five years.

Development costs. that are directly attributable to the design and testing of identifiable and unique software
products controlled by the Group are recognised as intangible assets when the following criteria are met:

a) it is technically feasible to complete the software so that it will be available for use;

b) management intends to complete the software and use or sell it;

c) there is an ability to use or sell the software;

d) it can be demonstrated how the software will generate probable future economic benefits;

e) adequate technical, financial and other resources to complete the development and to use or sell the software are
available; and

f) the expenditure attributable to the software during its development can be reliably measured.
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HAFELE U.K. LIMITED

Notes to the Financial Statements for the Year Ended 31 December 2020

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and call deposits, and other short-term highly liquid investments
that are readily convertible to a known amount of cash and are subject to an insignificant risk of change in value.

Trade debtors
Trade debtors are amounts due from customers for merchandise sold or services performed in the ordinary course of
business.

Trade debtors are recognised initially at the transaction price. They are subsequently measured at amortised cost
using the effective interest method, less provision for impairment. A provision for the impairment of trade debtors is
established when there is objective evidence that the company will not be able to collect all amounts due according
to the original terms of the receivables.

Stocks
Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost is determined
using the first-in, first-out (FIFO) method.

The cost of finished goods and work in progress comprises direct materials and, where applicable, direct labour
costs and those overheads that have been incurred in bringing the inventories to their present location and condition.
At each reporting date, stocks are assessed for impairment. If stocks are impaired, the carrying amount is reduced to
its selling price less costs to complete and sell; the impairment loss is recognised immediately in the Statement of
Comprehensive Income.

Trade creditors

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified as current liabilities if the company does not have an
unconditional right, at the end of the reporting period, to defer settlement of the creditor for at least twelve months
after the reporting date. If there is an unconditional right to defer settlement for at least twelve months after the
reporting date, they are presented as non-current liabilities.

Trade creditors are recognised initially at the transaction price and subsequently measured at amortised cost using
the effective interest method.

Provisions

Provisions are recognised when the company has an obligation at the reporting date as a result of a past event, it is
probable that the company will be required to settle that obligation and a reliable estimate can be made of the
amount of the obligation.

Leases

Leases in which substantially all the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases are charged to the Statement of Comprehensive Income on
a straight-line basis over the period of the lease. Where the company transfers substantially all the risks and rewards
of ownership, the arrangement is classified as a finance lease and a receivable is recognised at an amount equal to
the net investment in the lease. Recognition of finance income is based on a pattern reflecting a constant periodic
rate of return on the lessor's net investment in the finance lease.
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HAFELE U.K. LIMITED

Notes to the Financial Statements for the Year Ended 31 December 2020

Share capital

Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other
resources received or receivable, net of the direct costs of issuing the equity instruments. If payment is deferred and
the time value of money is material, the initial measurement is on a present value basis.

Dividends
Dividend distribution to the company’s shareholders is recognised as a liability in the financial statements in the
reporting period in which the dividends are declared.

Defined contribution pension obligation

A defined contribution plan is a pension plan under which fixed contributions are paid into a pension fund and the
company has no legal or constructive obligation to pay further contributions even if the fund does not hold sufficient
assets to pay all employees the benefits relating to employee service in the current and prior periods.

Contributions to defined contribution plans are recognised as employee benefit expense when they are due. If
contribution payments exceed the contribution due for service, the excess is recognised as a prepayment.

Defined benefit pension obligation

The Company operates a defined benefit plan for certain employees. A defined benefit plan defines the pension
benefit that the employee will receive on retirement, usually dependent upon several factors including but not
limited to age, length of service and remuneration. Payment to defined contribution retirement benefit schemes are
charges as an expense as they fall due. The cost of providing benefits under defined benefit plans is determined
separately for each plan using the projected unit credit method, and is based on actuarial advice.

The change in the net defined benefit liability arising from employee service during the year is recognised as an
employee cost. The cost of plan introductions, benefit changes, settlements and curtailments are recognised as
incurred. The liability recognised in the Balance Sheet in respect of the defined benefit plan is the present value of
the defined benefit obligation at the end of the reporting date less the fair value of plan assets at the reporting date (if
any) out of which the obligations are to be settled. The defined benefit obligation is calculated using the projected
unit credit method. Annually the company engages independent actuaries to calculate the obligation. The present
value is determined by discounting the estimated future payments using market yields on high quality corporate
bonds that are denominated in sterling and that have terms approximating to the estimated period of the future
payments (‘discount rate’).

The fair value of plan assets is measured in accordance with the FRS 102 fair value hierarchy and in accordance
with the Company's policy for similarly held assets. This includes the use of appropriate valuation techniques.
Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or
credited to other comprehensive income. These amounts together with the return on plan assets, less amounts
included in net interest, are disclosed as 'Remeasurement of net defined benefit liability’.

The cost of the defined benefit plan, recognised in the Statement of Comprehensive Income as employee costs,
except where included in the cost of an asset, comprises:

a) the increase in net pension benefit liability arising from employee service during the period; and

b) the cost of plan introductions, benefit changes curtailments and settlements.

The net interest cost is calculated by applying the discount rate to the net balance of the defined benetit obligation

and the fair value of plan assets. This cost is recognised in the Statement of Comprehensive Income as a ‘finance
expense’.
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HAFELE U.K. LIMITED

Notes to the Financial Statements for the Year Ended 31 December 2020

Financial instruments

The Company only enters into basic financial instruments transactions that result in the recognition of financial
assets and liabilities like trade and other debtors and creditors, loans from banks and other third parties, loans to
related parties and investments in non-puttable ordinary shares.

Debt instruments (other than those wholly repayable or receivable within one year), including. loans and other
accounts receivable and payable, are initially measured at present value of the future cash flows and subsequently at
amortised cost using the effective interest method. Debt instruments that are payable or receivable within one year,
typically trade creditors or debtors, are measured, initially and subsequently, at the undiscounted amount of the cash
or other consideration expected to be paid or received. However if the arrangements of a short-term instrument
constitute a financing transaction, like the payment of a trade debt deferred beyond normal business terms or
financed at a rate of interest that is not a market rate or in case of an out- right short-term loan not at market rate, the
financial asset or liability is measured, initially, at the present value of the future cash flow discounted at a market
rate of interest for a similar debt instrument and subsequently at amortised cost.

Financial assets that are measured at cost and amortised cost are assessed at the end of each reporting period for
objective evidence of impairment. If objective evidence of impairment is found, an impairment loss is recognised in
the Statement of Comprehensive Income.

For financial assets measured at amortised cost, the impairment loss is measured as the difference between an asset's
carrying amount and the present value of estimated cash flows discounted at the asset's original etfective interest
rate. If a financial asset has a variable interest rate, the discount rate for measuring any impairment loss is the current
effective interest rate determined under the contract.

Financial assets and liabilities are offset and the net amount reported in the Balance Sheet when there is an
enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or to realise the
asset and settle the liability simultaneously.

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial
instruments. Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently re-measured at their fair value. Changes in the fair value of derivatives are recognised in the Statement
of Comprehensive Income in finance costs or income as appropriate. The company does not currently apply hedge
accounting for interest rate and foreign exchange derivatives.
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Notes to the Financial Statements for the Year Ended 31 December 2020

3 Revenue

The analysis of the company's revenue for the year from continuing operations is as follows:

2020 2019
£ 000 £ 000
Sale of goods 93,237 110,196
The analysis of the company's turnover for the year by market is as follows:
2020 2019
£ 000 £000
UK 92,054 108,729
Europe 1,123 1,305
Rest of world 60 162
93,237 110,196
4 Other operating income
The analysis of the company's other operating income for the year is as follows:
2020 2019
£ 000 £000
Government grants 2,141 -
Exchange gain/(loss) (314) 458
1,827 458
5 Operating profit
Arrived at after charging/(crediting
2020 2019
£000 £000
Depreciation expense 1,605 1,533
Amortisation expense 132 265
Operating lease expense - other 538 469
Loss on disposal of property, plant and equipment - 1
6 Other interest receivable and similar income
2020 2019
£ 000 £000
Interest income on bank deposits 116 1
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Notes to the Financial Statements for the Year Ended 31 December 2020

7 Staff costs

The aggregate payroll costs (including directors' remuneration) were as follows:

2020 2019

£000 £000

Wages and salaries 13,625 12,888
Social security costs 1,322 1,425
Pension costs, defined contribution scheme 690 576
15,637 14,889

The average number of persons employed by the company (including directors) during the year, analysed by
category was as follows:

2020 2019
No. No.
Administration and support 10 11
Sales, marketing and distribution 234 234
Distribution 176 183
420 428

8 Directors' remuneration
The directors' remuneration for the year was as follows:

2020 2019

£ 000 £000
Remuneration 518 597
In respect of the highest paid director:

2020 2019

£ 000 £000
Remuneration 310 360
Company contributions to money purchase pension schemes 10 10
9 Auditors' remuneration

2020 2019

£000 £000
Audit of the financial statements 42 42
Other fees to auditors
Taxation compliance services 3 3
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Notes to the Financial Statements for the Year Ended 31 December 2020

10 Taxation
Tax charged/(credited) in the income statement
2020 2019
£000 £000
Current taxation
~ UK corporation tax 1,883 1,870
Deferred taxation
Arising from origination and reversal of timing differences 51 (1)
Tax expense in the income statement 1,934 1,869

The tax on profit before tax for the year is the same as the standard rate of corporation tax in the UK (2019 - the
same as the standard rate of corporation tax in the UK) of 19% (2019 - 19%).

The differences are reconciled below:

2020 2019
£000 £000
Profit before tax 10,447 9,959
Corporation tax at standard rate 1,985 1,892
Effect of expense not deductible in determining taxable profit (tax loss) 6 143
Deferred tax expense relating to changes in tax rates or laws 117 -
UK deferred tax expense relating to changes in tax rates or laws - 26
Deferred tax expense from unrecognised temporary difference from a prior
period 6 -
Decrease in UK and foreign current tax from adjustment for prior periods (16) )
Tax increase from effect of capital allowances and depreciation 63 -
Amounts (charged)/credited directly to STRGL or otherwise transferred 22 -
Other tax effects for reconciliation between accounting profit and tax
expense (income) (251) (191)
Total tax charge 1,932 1,869
Deferred tax
Tax relating to items recognised in other comprehensive income or equity
2020 2019
. £000 £ 000
Deferred tax related to items recognised as items of other comprehensive
income (16) 299
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11 Intangible assets

Cost
At 1 January 2020

Additions acquired separately

Transfers
At 31 December 2020

Amortisation
At 1 January 2020
Amortisation charge

At 31 December 2020
Carrying amount

At 31 December 2020
At 31 December 2019

12 Tangible assets

Cost

At 1 January 2020
Additions
Transfers

At 31 December 2020

Depreciation
At 1 January 2020

Charge for the year
At 31 December 2020
Carrying amount
At 31 December 2020
At 31 December 2019

HAFELE U.K. LIMITED

Software Total
£ 000 £ 000
2,496 2,496
334 334
(108) (108)
2,722 2,722
1,565 1,565
132 132
1,697 1,697
1,025 1,025
931 931
Freehold &
leasehold Fixtures and Plant and
property fittings machinery Total
£ 000 £ 000 £000 £ 000
17,174 7,870 15,680 40,724
35 1,372 54 1,461
- (372) 15 (357)
17,209 8,870 15,749 41,828
4,985 4,339 13,791 23,115
333 932 340 1,605
5,318 5,271 14,131 24,720
11,891 3,599 1,618 17,108
12,189 3,531 1,889 17,609

Page 24



HAFELE U.K. LIMITED

Notes to the Financial Statements for the Year Ended 31 December 2020

13 Stocks
' 2020 2019
£ 000 £000
Finished goods and goods for resale 14,792 18,320

Impairment of stocks

The amount of impairment loss included in the Statement of Comprehensive Income is £2,008,000 (2019 -
£1,756,000).

14 Debtors

2020 2019
Note £000 £000
Trade debtors 12,445 14,838
Amounts owed by group undertakings 10,552 3,474
Other debtors 22 419
Prepayments 488 677
Deferred tax assets 10 938 1,005
24,445 20,413

1S Cash and cash equivalents
2020 2019
£ 000 £000
Cash on hand P 6 6
Cash at bank 2,670 442
2,676 448
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16 Creditors

) 2020 2019

Note £000 £000
Due within one year
Trade creditors 6,035 7,077
Amounts owed to group undertakings 3,539 3,060
Social security and other taxes 4,199 2,602
Other payables 1,672 1,369
Accruals 1,943 2,204
Derivative financial instruments 438 1,414
Corporation tax 10 78 629

17,904 18,355
17 Other provisions
Employee
benefits Total
£000 £000

At 1 January 2020 7,113 7,113
Increase (decrease) in existing provisions (839) (839)
At 31 December 2020 6,274 6,274

18 Pension and other schemes
Defined contribution: auto-enrolment plan
Hifele U.K. Limited operates an auto-enrolment defined contribution plan for employees in line with UK

Government legislation. Under the terms of this scheme, both employees and the company make pension
contributions into an approved scheme (AVIVA).

Defined contribution: other plan

Hafele UK. Limited operates a defined contribution plan for selective employees. Both employees and the company
make pension contributions into the scheme (AVIVA).

Defined benefit pension schemes

Hafele U.K. Limited operates a funded pension plan which provides benefits based on the final pensionable salary of
participating employees. This plan was closed to new entrants from November 2003 and closed to future accrual on
the 31 December 2015. The assets of the plan are held separately from those of the Company, being held in a
trustee-administered pension plan and invested with independent fund managers. The plan exposes the Company to
actuarial risks, such as longevity risk, interest rate risk and market (investment) risk.
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Defined Benefit Plan

Hifele U.K. Limited operates a funded pension plan which provides benefits based on the final pensionable salary of
participating employees. This plan was closed to new entrants from November 2003 and closed to future accrual on
the 31 December 2015. The assets of the plan are held separately from those of the Company, being held in a
trustee-administered pension plan and invested with independent fund managers. The plan exposes the Company to
actuarial risks, such as longevity risk, interest rate risk and market (investment) risk.

Actuarial Valuation

The date of the most recent comprehensive actuarial valuation was Saturday, December 31, 2016. The present value
of the defined benefit obligation, the related current and past service costs are determined by a qualified actuary. The
most recent completed actuarial valuation was carried out at 31st December 2016. As at the valuation date the
market value of the assets held by the scheme was £16,973,000, sufficient to cover 76% of the actuarial calculated
Technical Provision (being the amount required, on an actuarial calculation, to make provision for the scheme's
liabilities).

Funding and estimated contributions

Hifele UK. Limited has an agreement with the pension plan trustees to make additional minimum deficit
contributions to the plan of £Im per year. The level of the deficit recovery payment will be reviewed on a
three-yearly basis in line with scheme triannual valuation.

The total cost relating to defined benefit schemes for the year recognised in the Other Comprehensive Income as an
expense was £ 299,000 (2019 £144,000).

Reconciliation of scheme assets and liabilities to assets and liabilities recognised

The amounts recognised in the statement of financial position are as follows:

2020 2019
£ 000 £000
Fair value of scheme assets 17,132 15,809
Present value of defined benefit obligation (23,406) (22,922)
Defined benefit pension scheme deficit (6,274) (7,113)
Defined benefit obligation
Changes in the defined benefit obligation are as follows:
2020
£000
Present value at start of year ~ 22,922
Past service cost 34
Interest cost 472
Acturial gains and losses _ 3,852
Benefits paid (1,535)
Experience gains and losses on liabilities (2,339)
Present value at end of year 23,406
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Fair value of scheme assets

Changes in the fair value of scheme assets are as follows:

2020
£ 000
Fair value at start of year 15,809
Interest income 330
Return on plan assets, excluding amounts included in interest income/(expense) 1,631
Administration Costs (123)
Employer contributions 1,020
Benefits paid (1,535)
Fair value at end of year 17,132
Analysis of assets
The major categories of scheme assets are as follows:
2020 2019
£000 £ 000
Diversified Growth Funds 11,604 12,119
Bonds 5,424 3,530
Cash 104 160
17,132 15,809
Return on scheme assets
2020 2019
£000 £ 000
Return on scheme assets 1,961 1,821

The pension scheme has not invested in any of the company's own financial instruments or in properties or other
assets used by the company.

Principal actuarial assumptions

The principal actuarial assumptions at the statement of financial position date are as follows:

2020 2019

% %
Inflation (RPT) 2.85 3.20
Inflation (CPI) ) 2.40 2.35
Discount rate 1.30 2.10
Future pension increases (RPI or 2.5% pa if less) 2.10 2.25
Future pension increases (RPI or 5% pa if less) 2.75 3.20
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19 Share capital

Allotted, called up and fully paid shares

2020 2019
No. 000 £000 No. 000 £000
Ordinary shares of £1 each 100 100 100 100
20 Obligations under leases and hire purchase contracts
Operating leases
The total of future minimum lease payments is as follows:
2020 2019
£000 £000
Not later than one year 306 308
Later than one year and not later than five years 361 330
667 638

The amount of non-cancellable operating lease payments recognised as an expense during the year was £538,458
(2019 - £469,000).

21 Dividends
Final dividend paid

2020 2019
£000 £000
Final dividend of £50.0 (2019 - £92.7) per £1 share 5,000 9,270
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22 Financial instruments

Derivatives

Forward contracts and foreign exchange rate swaps

During the year the company had entered into forward contracts and foreign exchange swaps to manage its currency
risks. From forward contracts the company has contracted to deliver £7,187,369 at various stages over the next 12
months in exchange for $9,390,000 (2019: £6,719,639 in exchange for $8,600,000) and deliver £24,139,568 in
exchange for €26,742,000 (2019: £27,423,249 in exchange for €30,800,000).

At 31 December 2020 the financial liability recognised at fair value gain in respect of the derivatives was £976,314
(2019: loss of £2,009,274).

23 Parent and ultimate parent undertaking

The immediate parent undertaking is Hifele Holding GmbH. According to the register kept by the company, Hafele
Holding GmbH has a 100% interest in the equiy capital of Hifele U.K. Limited at 31 December 2020. The ultimate
parent undertaking and controlling party is Hifele Holding GmbH, a company incorporated in Germany. Héfele
Holding GmbH is the parent undertaking of the smallest and largest group of undertakings to consolidate these
financial statements at 31 December 2020. The consolidated financial statements of Hafele Holding GmbH are
available from Hifele GmbH & Co, Postfach 1237, D72192 Nagold, Germany.
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