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Verdo A/S
Verdo creates affordable energy that makes
the world a greener place. Our desire to drive a
more efficient and sustainable development
has spread around the world, and our
investments in humans, know-how and
products have taken us far and wide.
We are one of the leading European suppliers
of biomass, which we sell and produce in
Denmark, England and Scotland. And with
offices in Europe, the Middle East and the USA,
we have also become a world-leading supplier
of technical carbon for the tech industries.
Verdo has worked with electricity, water and
heating since 1905, but new and advanced
areas of activity such as energy consultancy
services, electricity trading, fibre-optic
networks and technical contract work have
since been added. Verdo’s 500 committed
employees are helping to generate annual
revenue of DKK 2.6 billion.
Social responsibility is part and parcel
of everything we do, because we want to
influence the future. This attitude is also key
to our cooperation with our customers and
partners. For us, business, courage, openness
and development go hand in hand with our
concern for the world.
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Editorial

Sustainable growth – the financially, environmentally and socially responsible way
For Verdo, 2016 was characterised by further consolidation and
business acquisitions in support of growth. Our business extends
far beyond the common understanding of a classic utility company,
and 2016 was the year in which we really consolidated our position
as a tech company specialising in energy. This is vitally important
for us as we are part of a worldwide market which is impacted by
political developments, both locally and globally.
2016 was a year of growth, with Verdo posting record revenue and
EBITDA. Consolidated revenue totalled DKK 2.6 billion – representing
an improvement of almost DKK 400 million, while an operating profit (EBITDA) of DKK 281 million was generated. Our results are again
a testament to Verdo’s cost focus, with the profit from continuing
operations being a satisfactory DKK 68 million.
We have in recent years focused on simplifying and optimising
our business – and we are now seeing the results of our efforts in
several divisions. One example is the acquisition of Industrivarme
A/S, which over three decades has built up solid experience within
the development, planning, installation and operation of complete
energy-producing plants. In 2016, this potential was transformed
into several large orders in the million-kroner range.
Over the years, Verdo has developed into one of the leading companies in Europe within the area of biomass, and the acquisition of
Industrivarme A/S is helping to further consolidate this position and
sharpen our focus.
Our trade in biomass and carbon etc. has grown to hitherto unseen
levels. In 2016, we traded and shifted a record volume of 2.8 million
tonnes. In 2016, we entered into a million-kroner agreement with
Bord na Móna – Ireland’s largest energy company – under which
we will be supplying the Irish market with sustainable wood chips
imported from Africa.

stable operations, conducting itself admirably in the trading market.
The same goes for our new supply division, which operates in an area
of activity which is subject to considerable efficiency improvement
requirements as well as increased political attention, and where we
are leading the way year after year. Verdo remains one of the most
efficient suppliers of electricity, water and heating in Denmark, which
has, among other things, meant lower prices for our many heating
customers. Verdo Tele has been streamlined and has sharpened
its focus. In 2016, we implemented our strategic cooperation with
Stofa and focused our efforts on developing the network, a key
achievement being winning a large tender for the supply of network
infrastructure for the entire Municipality of Randers.
Internally, we have been working to get even closer to our customers.
We share our knowledge, experience and ideas with all interested
stakeholders. Based on an open and honest approach, and in combination with a stronger CRM system, we are in the process of creating
a culture characterised by greater customer centricity.
In 2016, our contracting division combined its customer-centric
activities with focused efforts to optimise sales to businesses,
municipalities and housing associations. These efforts have made us
sharper, more competitive and ensured that we are at eye level with
our customers.
All the profit is reinvested in the private company. In this way, we
ensure efficient operations and the supply of affordable, green
energy to our customers, as well as the necessary funding to develop
new, sustainable solutions to future challenges.

In 2016, we decided to discontinue our production of biomass in
the UK, and we are currently negotiating the divestment of these
manufacturing facilities. Following the introduction of a new carbon
tax, it would not be financially viable to continue production as the
tax would run into many million kroner a year. This should also be
seen in light of the challenges associated with falling prices of wood
pellets and fierce competition from factories in the Baltic states
and Russia. We intend to maintain our market-leading position in the
UK as a trader in biomass, and we will therefore continue our trading
activities from our storage facilities across the country.
Our subsidiary Carbon Partners, a world-leading specialist in technical carbon, has again been facing fierce price competition especially
from Asian competitors. Having delivered positive results again in
2016 in a market where demand is falling and supply is increasing is
therefore highly satisfactory.
In Denmark, our production division kept up its incredibly reliable and
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Group financial highlights

The year for
Verdo
There are two contributors that significantly impacted on Verdo’s
financial results in 2016. The first factor was our excellent operations, and the other factor was the closing-down of production in
England and Scotland.
Consolidated revenue totalled DKK 2.6 billion – representing an
improvement of almost DKK 400 million. Earnings before interest,
depreciation and amortisation (EBITDA) totalled DKK 281 million.
In terms of both revenue and EBITDA, these are record results for
Verdo. It is evidence that Verdo is a growth company characterised
by strong operations management. In line with previous years,
Verdo has maintained a consistent focus on costs, which is also
clearly reflected in the financial statements. Profit before tax from
continuing operations was DKK 68 million, which must be said to be
very satisfactory.
In mid-2016, a decision was made to divest the group’s two wood
pellet factories in the UK. Due to newly introduced direct and
indirect taxes on production as well as competition from Eastern
Europe, we now believe that very considerable investments would
be required to ensure the profitability of the factories. At the time
of the closing of the accounts, the factories are in the process
of being sold. Unfortunately, the divestment of the factories also
entails write-downs of DKK 174 million before tax. All in all, the
profit/loss before tax is reduced by DKK 211 million from discontinuing operations.
Under the amended Danish Financial Statements Act, all figures
relating to our production in the UK must be transferred from the
income statement to Profit/loss from discontinuing operations. This
applies to both the write-downs and the loss for the year.
Overall, this has resulted in a loss after tax and discontinuing
operations of DKK 121 million. This should, however, not detract our
focus from the fact that Verdo’s underlying results for 2016 are some
of our best results ever.

Despite promising trends, the European economy has not really
got going. Interest rates remain low, which affects both our credit
facilities and investment returns. Generally speaking, it is, of course, positive that our credit facilities are becoming less costly. But
unfortunately, the low interest rates also have a significant bearing
on the permissible return on our supply assets (electricity and heating networks and CHP plants) which, under applicable legislation,
are tied to the actual interest rate levels. The low interest rates are
therefore having an adverse effect on the group.
The very low interest rates also resulted in a negative value for our
interest rate swaps at year-end. It is essential to stress that it is
only the equity that is affected as Verdo is not required to provide
liquidity for swaps. In the long term, neither results nor equity will be
affected by swaps.
A return on equity of 3.4% is posted before discontinuing operations. This represents a satisfactory improvement compared to
previous years.
The group’s interest-bearing net debt fell by DKK 120 million. The
financial gearing (EBITDA to net interest bearing debt) is 3.5, which
is highly satisfactory. Our target is a financial gearing of 5 or less,
which we previously achieved at the end of 2015. This provides
Verdo with a solid basis for expanding our business in the coming
years.
Considerable fluctuations were seen in commodity prices and
exchange rates throughout 2016, while the price of electricity was
generally low. This naturally affects our business. It is difficult to
set the direction for the year that lies ahead in terms of economic
developments. We expect low interest rates, low fuel prices and
electricity prices to remain at the same low level as in 2016. All
three factors have a considerable bearing on our business.
Disregarding the extraordinary write-downs associated with the
divestment of our UK production facilities, we expect to deliver
results for 2017 which are at least on a par with 2016.

Kenneth R. H. Jeppesen
CFO
Verdo A/S
6

│ Annual report 2016

2016 was a record year for Verdo with revenue of DKK 2.6 billion and an EBITDA of
DKK 281 million. It is evidence that Verdo is
a growth company characterised by strong
operations management.

Group financial highlights

Revenue:
2,589,530*
2,236,865*

2016

2015

+15.8%
EBITDA:
281,245*

+13.5%

247,759*

2016

2015

Equity
1,211,465*

2016

1,335,208*

2015

- 9.3%
Profit for the year before tax
67,956*

+47.6%

46,037*
2016

2015

*All amounts are stated in thousands of DKK and before discontinuing operations
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Income statement

GROUP

Revenue

PARENT COMPANY

2016

2015

2016

2015

Note

DKK

DKK ‘000

DKK

DKK ‘000

2

2,589,529,887

2,236,865

83,039,420

86,719

13,458,698

5,223

155,617

12

Other operating income
Costs of raw materials, consumables and auxiliary materials

-2,009,322,997

-1,641,503

-957,854

-669

3

-89,188,453

-132,430

-42,385,368

-41,625

504,477,135

468,155

39,851,815

44,437

Staff costs

4

-223,232,490

-220,396

-49,799,051

-47,649

Profit/loss before depreciation and amortisation (EBITDA)
Depreciation, amortisation and impairment losses

5

281,244,645
-156,044,041

247,759
-153,529

-9,947,236
-11,765,321

-3,212
-9,241

-685,415

-336

0

0

124,515,189

93,894

-21,712,557

-12,453

30,103

Other external expenses

Gross profit/loss

Other operating expenses
Operating profit/loss (EBIT)

Income from equity investments in subsidiaries after tax

12

0

0

65,298,419

Income from other equity investments

14

-14,847,814

-26

-7,421,038

0

0

293

0

293

Gain from partial sale of subsidiary
Financial income

6

903,182

2,868

27,267,320

43,090

Financial expenses

7

-42,614,713

-50,992

-24,497,876

-29,484

-56,559,345

-47,857

60,646,825

44,002

Total net financials

Profit/loss from continuing operations before tax

67,955,844

46,037

38,934,268

31,549

Tax on continuing operations

8

-24,242,577

-12,070

4,142,697

681

Net profit/loss from continuing operations for the year
Net profit/loss from discontinuing operations for the year

9

43,713,267
-164,459,361

33,967
0

43,067,965
-164,459,361

32,230
0

-120,746,094

33,967

-121,382,396

32,230

-121,382,396

32,230

Net profit/loss for the year

The group’s profit/loss for the year is distributed as follows:
Shareholders in Verdo A/S
Minority interests
Total

636,302

1,737

-120,746,094

33,967

It is proposed that the profit/loss for the year be transferred to equity as retained earnings and as net revaluation reserves according
to the equity method. No dividend is distributed for 2016.
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Balance sheet

ASSETS

GROUP

PARENT COMPANY

31.12.16

31.12.15

31.12.16

31.12.15

DKK

DKK ‘000

DKK

DKK ‘000

132,307,679

25,497

0

0

64,943

0

0

0

130,268

399

0

0

132,502,890

25,896

0

0

Land and buildings

154,182,284

169,085

98,396,635

101,695

CHP plant and peak-load stations

412,784,012

442,059

0

0

1,559,814,077

1,577,056

0

0

Operating equipment

61,865,033

253,199

30,192,290

29,179

Property, plant and equipment under construction

24,072,362

13,721

434,017

2,019

Note
NON-CURRENT ASSETS
Goodwill
Development projects
Value of CO2 emission allowances
Total intangible assets

10

Distribution systems and installations, and meters

Total property, plant and equipment

11

2,212,717,768

2,455,120

129,022,942

132,893

Equity investments in subsidiaries

12

0

0

1,911,461,130

1,853,513

Other receivables

13

5,448,125

7,250

0

0

Other securities and equity investments

14

4,881,645

19,729

250,000

7,671

10,329,770

26,979

1,911,711,130

1,861,184

2,355,550,428

2,507,995

2,040,734,072

1,994,077

Raw materials, consumables and auxiliary materials

140,861,882

204,203

348,002

157

Total inventories

140,861,882

204,203

348,002

157

414,786,778

258,969

1,299,811

574

27,296,641

18,188

0

0

106,210,768
0

84,781
0

0
290,726,133

0
270,072
510,000

Total financial assets
Total non-current assets
CURRENT ASSETS

Trade receivables
Contract work

15

Deficit receivable
Receivables from subsidiaries
Subordinate loans
Deferred tax assets

16

Income tax receivable
Other receivables
Prepayments and accrued income
Total receivables
Cash
Assets from discontinuing operations
Total current assets
Total assets

10
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0

0

510,000,000

40,585,201

62,894

0

0

6,246,560

0

13,824,599

138

30,606,099

94,320

895,894

61,481

6,384,575

12,126

2,827,993

3,526

632,116,622

531,278

819,574,430

845,791

75,256,821

19,335

344,709

164

33,221,321

0

0

0

881,456,646

754,816

820,267,141

846,112

3,237,007,074

3,262,811

2,861,001,213

2,840,189

Balance sheet

EQUITY AND LIABILITIES

GROUP

Note

PARENT COMPANY

31.12.16

31.12.15

31.12.16

31.12.15

DKK

DKK ‘000

DKK

DKK ‘000

263,024,000

263,024

263,024,000

263,024

39,851,233

41,108

0

0

EQUITY
Share capital
Revaluation reserves
Net revaluation according to equity method
Retained earnings
Verdo A/S shareholders’ share of equity
Minority interests
Total equity

0

0

35,867,152

118,030

908,589,448

1,031,076

912,573,529

954,154

1,211,464,681

1,335,208

1,211,464,681

1,335,208

132,371,818

125,849

0

0

1,343,836,499

1,461,057

1,211,464,681

1,335,208

NON-CURRENT LIABILITIES
Deferred tax

16

0

0

7,063,000

6,700

Pension provisions

18

47,735,865

53,361

0

0

Other provisions

17

5,282,196

4,000

0

0

Excess revenue payable

18

9,028,472

12,038

0

0

Investment grants, accruals basis

18

160,976,253

152,776

0

0

Lease commitments

18

5,801,874

3,843

498,239

645

Mortgage credit institutions

18

314,148,089

334,695

49,997,329

52,523

Credit institutions

18

153,623,124

171,286

153,623,124

171,286

Total non-current liabilities

12

696,595,873

731,999

211,181,692

231,154

Mortgage credit institutions

18

22,155,500

21,883

2,523,837

2,475

Lease commitments

18

3,092,808

1,985

501,977

378

572,449,968

592,113

527,308,282

499,871

8,374,568

8,037

0

0

0

0

769,867,272

667,484

238,173,792

152,899

4,858,093

4,689

11,009,711

5,601

0

0

0

3,242

0

0

340,959,779

278,971

133,295,379

98,930

358,576

5,024

0

0

Total current liabilities

1,196,574,702

1,069,755

1,438,354,840

1,273,827

Total liabilities

1,893,170,575

1,801,754

1,649,536,532

1,504,981

Total equity and liabilities

3,237,007,074

3,262,811

2,861,001,213

2,840,189

CURRENT LIABILITIES

Credit institutions
Excess revenue and investment grants

18

Amounts owed to subsidiaries
Trade payables
Contract work

15

Income tax
Other payables
Prepayments and accrued income

Material uncertainty regarding recognition and measurement

1

Charges and security

19

Contractual obligations and contingencies

20

Related parties

21

Interest rate risks and use of financial instruments

22
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Statement of changes in equity

STATEMENT OF CHANGES IN EQUITY

GROUP

Amounts in DKK

Share capital

Revaluation
reserves

Retained earnings

Balance as at 1 January 2015

Total

Minority interests

Total equity

263,024,000

53,959,135

972,946,775

1,289,929,910

14,412,240

1,304,342,150

Additions

0

0

0

0

119,739,377

119,739,377

Transferred via distribution of net profit

0

0

32,230,026

32,230,026

1,736,725

33,966,751

Foreign currency translation adjustments,
subsidiaries

0

0

14,206,097

14,206,097

-253,001

13,953,096

Distributed dividend

0

0

0

0

-2,655,766

-2,655,766

Realised revaluation

0

-12,851,494

12,851,494

0

0

0

Beginning of year

0

0

185,907,876

185,907,876

-50,144

185,857,732

Year-end

0

0

-184,932,532

-184,932,532

-9,093,012

-194,025,544

Tax on equity items

0

0

-2,133,319

-2,133,319

2,012,119

-121,200

Value adjustment of hedging instruments:

Equity as at 31 December 2015

263,024,000

41,107,641

1,031,076,417

1,335,208,058

125,848,538

1,461,056,596

Transferred via distribution of net profit

0

0

-121,382,396

-121,382,396

636,302

-120,746,094

Foreign currency translation adjustments,
subsidiaries

0

0

-22,674,963

-22,674,963

252,997

-22,421,966

Realised revaluation

0

-1,256,408

1,256,408

0

0

0

Pension obligations

0

0

1,011,988

1,011,988

244,406

1,256,394

Beginning of year

0

0

184,932,532

184,932,532

9,093,012

194,025,544

Year-end

0

0

-160,118,461

-160,118,461

-2,183,315

-162,301,776

Tax on equity items

0

0

-5,512,077

-5,512,077

-1,520,122

-7,032,199

263,024,000

39,851,233

908,589,448

1,211,464,681

132,371,818

1,343,836,499

Value adjustment of hedging instruments:

Equity as at 31 December 2016

PARENT COMPANY

Amounts in DKK

Share capital

Net revaluation according
to equity method

Retained earnings

Total

Equity as at 1 January 2015

263,024,000

36,770,354

990,135,556

1,289,929,910

Transferred via distribution of net profit

0

30,102,589

2,127,437

32,230,026

Foreign currency translation adjustments,
subsidiaries

0

4,239,628

9,966,469

14,206,097

Group contribution

0

25,261,157

-25,261,157

0

Disposals of subsidiaries

0

44,253,297

-44,253,297

0

Distributed dividend, subsidiaries

0

-10,623,062

10,623,062

0

Value adjustment of hedging instruments

0

-11,973,980

10,816,005

-1,157,975

Equity as at 31 December 2015

263,024,000

118,029,983

954,154,075

1,335,208,058

Transferred via distribution of net profit

0

-99,160,942

-22,221,454

-121,382,396

Foreign currency translation adjustments,
subsidiaries

0

1,636,353

-24,311,316

-22,674,963

Equity items, subsidiaries

0

1,011,988

0

1,011,988

Value adjustment of hedging instruments

0

14,349,770

4,952,224

19,301,994

263,024,000

35,867,152

912,573,529

1,211,464,681

Equity as at 31 December 2016

The share capital consists of 263,024 shares with a nominal value of DKK 1,000. No shares enjoy special rights.
There have been no changes in the share capital in the past five years.

12

│ Annual report 2016

Cash flow statement

GROUP
2016
DKK

2015
DKK ‘000

Operating profit/loss (EBIT)

124,515,189

93,894

Discontinuing operations (EBIT)

-203,328,267

0

289,587,454

148,642

8,537,565
-4,014,662

3,430
-10,033

215,297,279

235,933

65,455,963

20,803

Depreciation and amortisation, Other income and Other operating expenses
Investment grants
Other adjustments of non-cash operating items
Cash flow from primary operations before changes in working capital
Changes in working capital:
Inventories
Receivables

-104,201,424

1,099

Trade payables and other payables

108,155,085

-3,751

Cash flow from primary operations

284,706,903

254,084

Interest income, received

903,182

2,868

-50,170,677
-5,286,127

-50,992
-9,847

230,153,281

196,113

Acquisitions of intangible assets and property, plant and equipment

-86,184,592

-105,293

Property, plant and equipment under construction, adjustment

-10,351,838

8,734

-105,505,327

-10,340

Interest expenses, paid
Income tax paid
Cash flow from operating activities

Acquisition of subsidiaries/earn-out
Non-current receivables
Sale of financial assets
Sale of intangible assets and property, plant and equipment
Cash flow for investing activities
Total cash flows from operating and investing activities
Distributed dividend
New finance lease agreements

63,692

2,045

60,000,000
14,505,273

77,176
6,251

-127,472,792

-21,427

102,680,489

174,686

0

-2,656

5,670,612

1,491

Repayments of non-current liabilities

-44,399,843

-42,599

Cash flow from financing activities

-38,729,231

-43,764

63,951,258

130,922

-556,278,252

-687,200

12,433,847

0

-479,893,147

-556,278

Cash flows for the year
Cash as at 1 January
Cash, acquired enterprises
Cash as at 31 December
Cash as at 31 December are specified as follows:

75,256,821

19,335

Short-term debt to credit institutions

-555,149,968

-575,613

Total

-479,893,147

-556,278

Cash

The cash flow statement cannot be derived directly from the consolidated financial statements
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