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Bringing warmth to the world

NIBE Industrier is a European heating fechnology
company whose business operations are organised
in three separate business areas: NIBE Element, NIBE
Heating and NIBE Stoves.

M Our vision is to create a world-class heating com-
pany.

i Our mission is fo offer high-quality, innovative heat-
ing products. This work builds on the NIBE Group's
wideranging expertise in the fields of develop-

ment, manufacturing and marketing.

Annual General Meeting

The Annual General Meeting of shareholders will be
held af the NIBE Marketing Centre (Marknadscenter] in
Markaryd in Sweden on Wednesday 11 May 2005 of
17.00 (5 pm).

Dividend

The Board of Directors will propose to the Annual General
Meeting a dividend of SEK 3.00 per share for the financial
year 2004, corresponding fo a total payout of SEK 70.4
million. If this proposal is accepted, it is anticipated that
the dividend will be despatched from VPC (the Swedish
cenfral securities depository & clearing organisation) on

Thursday 19 May 2005.

Financial information

The complefe annual report and call to the AGM are
sent fo all shareholders. The annual report is also pub-
lished on our website www.nibe.se.



2004

i Net sales rose to SEK 3,161.0 million (figure for 2003: SEK 2,451 .1 million) Gnofher yeor OF
i Growth totalled 29.0% (26.1%) of which 14.5% (14.8%) was organic
i Profit affer nef financial items rose to SEK 352.4 million (SEK 217.8 million) good growi‘h in proﬁi‘s
M Eamings affer tax rose to SEK 255.3 million (SEK 144.4 million)
i Operating cash flow fotalled SEK 120.3 million (SEK 15.6 million)
M Earnings per share rose to SEK 10.87 (SEK 6.15)

i The Board of Directors proposes a dividend of SEK 3.00/share (SEK 1.85) Net sales

@ Minority stake in Joful divested through the sale of shares in 2004. The capital gain
of SEK 37.5 million has been entered in the result for the year.

W Three corporate acquisitions were made during 2004 of companies with aggregate
annual sales corresponding fo approximately SEK 250 million.
NETEK, a Danish manufacturer of districtheating products
Shel, an English tubular element manufacturer with production facilities in China
Kaukora, a Finnish manufacturer of electric water heaters and domestic boilers.

00 01 02 03 04

Net sales rose by 29.0%
in 2004

Profit after financial items
MSEK

The year in figures

2004 2003 Change
Net sales MSEK 3,161.0 2,451.1 +29%
Growth % +29.0 +26.1 +11%
Profit after net financial items MSEK 352.4 217.8 +62% 00 01 02 03 04
Net investments in fixed assets MSEK 418.9 433.0 -3% Bl ofives fimareiel e fose
Gross margin % 14.6 13.2 +11% by 61.8% in 2004
Operating margin % 10.8 9.5 + 14 %
Net profit margin % 11.1 8.9 +25%
Capital employed MSEK 1,681.0 1,307.5 +29% Return on equity
Equity MSEK 865.2 646.9 +34 %
Return on capital employed % 25.8 21.8 +18% 30%
Return on equity % 33.6 26.1 +29%
Return on total assets % 17.8 15.2 +17 % 20%
Asset turnover times 1.46 1.54 -5%
Equity/assets ratio % 35.0 34.6 +1% 10%
Proportion of risk-bearing capital % 39.8 39.6 +1%
Operating cash flow MSEK 120.3 15.6 +771% 0%
Interest cover times 11.6 9.6 +21% 00 01 02 03 04
Inferest-bearing liabilities/Equity % 93.9 101.8 -8% Ei:ggz: gilﬂ;y%(?g: gfg
Average number of employees 3,755 2,881 +30% the past five years.

Please refer to page 41 for definitions.
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OPERATIONS AT A GLANCE

Proportion of Group

NIBE Element

Net sales

?

Operating profit

R

Average number
of employees

Operating margin

4.6%

NIBE Heating

Net sales

N

Operating profif

o

Average number

of employees Operating margin

12.6%

NIBE Stoves

Net sales

S

Operating profit

Average number
of employees

\

Operating margin

22.6%

Group total

Net sales Operating profit
SEK SEK
3,161.0 million 340.6 million

Average number

of employees Operating margin

3,755 10.8%
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Key facts and figures

NIBE Element is the market leader in northern Europe and a
leading European manufacturer of components and systems
for electric heating applications. Customers are industrial users
and components users.

Net sales 2004 SEK 1,146.6 million

Growth + 8.3%

Sales outside Sweden 84%

Operating profit SEK 53.0 million
Operating margin 4.6%

Average number of employees 2,275

Brands

>J ] NORELLS

Electro Heat

CALESCO

ODFINOTHERM
JEVIiO
Shel  yeyer

NIBE Heating is the market leader for domestic heating prod-
ucts in the Nordic countries and Poland. Customers are the
RMI sector (Renovation, Maintenance, Improvement] and the
new housing market.

Net sales 2004 SEK 1,593.1 million

Growth + 44.7%

Sales outside Sweden 40%

Operafing profit SEK 200.8 million
Operating margin 12.6%

Average number of employees 1,232

Read more about NIBE Element's business operations on pages 20 — 25.
HNvVEn

\‘ :‘Id M M ETRDO

Vol Heiax  pjauAR
wsie iR

KVM-CONHEAT A/S

Focus viarme

Read more about NIBE Heating's business operations on pages 26 — 31.

NIBE Stoves is the markef leader in wood-burning stoves in
Sweden. Customers are private homeowners in the new and
existing housing market and in the holiday homes sector.

Net sales 2004 SEK 452.0 million

Growth +45.1%

Sales outside Sweden 30%

Operating profit SEK 102.1 million
Operating margin 22.6%

Average number of employees 243

Handal
Contura

mMorso

Read more about NIBE Stoves’ business operations on pages 32 — 37.

Group sales by geographic region

W Nordic countries 68%
M Rest of Europe 29%
[ Other markets 3%
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THE CHIEF EXECUTIVE’S REPORT
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Continued growth
in volumes and
earnings bodes
well for the future

In 2004 the NIBE Group’s net sales grew by
29% to SEK 3,161.0 million: 14.5% of this
was organic growth.

Demand for the products of both NIBE
Heating and NIBE Stoves was again very
brisk, while NIBE Element continued to battle
with a difficult market.

Aggressive markefing and extensive product
development were dominant themes in all
three business areas, capitalising on what
remains a strong market volume-wise for
Heating and Stoves, and helping to counter-
act the somewhat less favourable climate for
NIBE Element.

Profit after net financial itfems totalled SEK
352.4 million, an increase of almost 62%.
Approximately 20% of this was non-recurring
income from the disposal of the holding in
Jatul, while the remainder was attributable
primarily to good sales growth and success-
ful productivity work.

Both Heating and Stoves continued to report
good operating margins, and it is encourag-
ing foo that Element was able to reverse the
previous downward frend.

As far as investments are concerned, Element
continued fo expand ifs production units for
volume products in both Eastern Europe
and China, at the same fime as its units in
Western Europe specialised fo an increasing
degree in supplying manufacturers of profes-
sional equipment and industrial cusfomers.

Gerteric Lindquist, Managing Director & CEO



NIBE Heating is also in the midst of an
extensive investment programme, the aim
of which is to provide a firm foundation
for further expansion and improvements in
productivity.

The investment rate at Stoves was somewhat
lower in terms of production, but an exten-
sive programme is under way fo renovate
the division’s existing office and develop-
ment facilities.

The Group as a whole invested close to SEK
200 million in existing units in 2004, and
we anticipate maintaining roughly the same
level of investment in 2005.

As in several previous years, we were able
to complement good organic growth with
the positive effects of a number of strategic
acquisifions: UK tubular element manufac-
turer Shel was infegrated into the operations
of NIBE Element, while the takeovers of
NETEK of Denmark and Kaukora of Finland
helped to reinforce NIBE Heating's position
on the market even further. As far as future
acquisitions are concerned, the outlook
remains bright.

Passionate about creating value
It is most gratifying fo nofe once again that
working to a good oldfashioned recipe for
success is paying off. NIBE's achievements
are the ultimate result of the fact that our
employees really do put their heart and soul
info their work. As with any other company,
NIBE's future depends entirely on susfaining
this passion for creating value together.

Changed playing field

It is not without reason that manufacturing
industries throughout Western Europe are cur-
rently riddled with uncertainty about the future:
against the background of the great eastward
migration what chances of survival does
European indusiry have? However, fear and
anxiety remain, as ever, the greatest mental
barriers to progress and advancement.

lef us sfart by acknowledging the fact that
halting the process of industrialisation and
modernisation in Eastern Europe and China
is not a realistic option. On the contrary, this
is an enfirely necessary phenomenon that we
should welcome. Indeed, we ourselves are
acfively involved in this process of change
— but very much on our own terms! We have
invested in a strategy of developing our com-
panies in Western Europe at the same fime
as we are building up local units in Eastern
Europe and China.

For this sfrategy o succeed, we need contin-
uved good volume growth, aggressive product
development, and the same willingness to
roll up our sleeves and knuckle down fo
hard work at our Wesfern European unifs as
elsewhere. In this sense we are already well
served by our firmly founded corporate cul-
ture with its focus on profitability, hard work,
a passion for productivity and honesty. We
could not wish for a better starting point.

A businessman can see pofential in every
situation, but by the same token, we must
always have the courage to speak up when

we feel that things are not as they should be
in the world around us. Unfortunately that is
offen the case today.

It is essential to restore respect in Sweden
for a number of basic values: that as many
people as possible should be in work, that all
work is of value to society, and that enterprise
is not some kind of dubious acfivity that needs
to be closely supervised and regulated by
restrictions, but the driving force behind the
development of society as a whole.

Undiminished optimism

As a group of companies NIBE remains
exiraordinarily strong in terms of both its
financial key figures and its corporate culture,
and we feel a real weight of responsibility for
preserving these strengths.

At the same time, this means, however, that
we are confident about our potential to con-
tinue growing in 2005.

Qur longterm target of generating sales of
SEK 5 billion with continued good profitability
in 2007 stands.

We hope that these aims, building on
undiminished optimism, will provide a clear
objective for existing and future employees,
shareholders, customers and suppliers alike.

Gerteric lindgf
Managing Director and Chief Executive Officer

Annual Report 2004 5 NIBE



NIBE SHARES

INIDYS & Annual Report 2004

NIBE Industrier AB's “B" shares were floated
on the Stockholm Stock Exchange'’s OTC list
(now the O list) on 16 June 1997 following
the issue of 1,170,000 new "B" shares.
The subscription price was SEK 70 per
share.

Share capital

NIBE Industrier AB has a share capital of
SEK 58.7 million, divided into 3,478,068
“"A"shares and 20,001,932 "B" shares,
each with a par value of SEK 2.50. Every
"A" share carries fen votes at the Annual
General Meeting and every "B" share car-
ries one vote. All shares carry the same enti-
flement to the company’s assefs and profits.
One hundred shares make up a round lot.
At the 2004 yearend the company had
no outstanding convertible loans or options
which could risk dilufing the share capital.

Share performance and turnover
During 2004 the NIBE share appreciated
in value by 44% from SEK 127.50 to SEK
184.00. The Camegie Small Companies
Index (Small Cap) rose by 20% during the
same period. Af the end of 2004 the market
value of NIBE, based on the latest price
paid, amounted to SEK 4,320 million. On
28 February 2005 the share price had risen
even further to SEK 213.00 fo give a market
value of SEK 5,001 million.

Ownership

There was a sfteep rise in the number of
shareholders during the year. NIBE had
11,621 shareholders on 30 December
2004, compared with 7,923 one year
previously. The ten largest shareholders
held 65.1% of the votes and 37.8% of the
capifal.

Shareholder value

To increase turnover in NIBE shares and
give both current and future owners the
opportunity to evaluate the business as fairly
as possible, the Group's senior management
strives continuously to develop and improve
financial information relating to the company
by taking an active role in meetings with
analysts, investors and the media.

During the year NIBE shares have been
tracked and analysed by the following
banks and brokers, among others:

Carnegie Bjorn Enarson,

Tel +46 (0)8-676 88 00
Enskilda Stefan Mattsson,
Securities Tel +46 (0)8-522 295 00

Handelsbanken
Capital Market

Markus Almerud,
Tel +46 (0)8-701 10 00

Joakim Haglund,
Tel +46 (0)8-791 48 00

Kaupthing Bank

A total of 7,183,340 NIBE shares were Skandiobanken Jim Rofsman,

' _ Tel +46 (0)8-463 60 00
fraded during 2004, equivalent to a share
furnover of 31%.

. . Swedbank Mats Larsson,
Dividend policy Markefs Tel +46 (0)8:585 900 00
The aim is, over the long term, o pay a
dividend equivalent to 25-30% of Group
profit after full tax. The Board is proposing
a dividend of SEK 3.00 per share for the
2004 financial year, which equates fo
27.6% of Group profit affer full tax
Changes in share capital

Increase in Par value Total number Total share
Year share capital (SEK| (SEK) of shares capital (SEK)
1990 New issve !l 6,950,000 100.00 70,000 7,000,000
1991 Bonus issue 40,000,000 100.00 470,000 47,000,000
1994 Split10:1 2) - 10.00 4,700,000 47,000,000
1997 New issue 11,700,000 10.00 5,870,000 58,700,000
2003 Split 4:1 3] - 2.50 23,480,000 58,700,000

1] Private placing tfo existing shareholders at a subscription price of SEK 100 per share.
2) Change in the par value of each share from SEK 100 1o SEK 10.
3) Change in the par value of each share from SEK 10 to SEK 2.50.



Share data )

2004 2003 2002 2001 2000
Number of shares 23,480,000 23,480,000 23,480,000 23,480,000 23,480,000
Yearend share price SEK 184.00 127.50 63.75 48.00 34.25
EPS (after full tax) SEK 10.87 6.15 4.50 3.56 3.67  (3.14)
Equity per share SEK 36.85 27.55 23.56 20.58 17.20
Proposed dividend SEK 3.00 1.85 1.38 1.06 0.94
Price/equity 4.99 4.63 2.71 2.33 1.99
Dividend yield % 1.63 1.45 2.16 2.21 274
Total yield % 46.67 102.90 35.68 43.25 16.32
Operating cash flow/share  SEK 512 0.67 1.40 0.63 -0.37 [-0.5¢)
Payout ratio % 27.6 30.1 30.5 29.8 256 (29.9)
PE ratio (after full tax) 16.9 20.7 14.2 13.5 9.3 [10.9
Markef value SEK million 4,320 2,994 1,497 1,127 804
EBIT multiple times 14.8 15.3 10.1 10.5 77 (8.9
EV/sales times 1.60 1.46 0.92 0.84 0.77  10.78)
Share turnover % 30.6 22.3 15.1 17.4 24.0

1) Al key ratios/share have been recalculated with regard fo the 4.1 split made in June 2003.

2} Key ratios in parentheses are computed excluding items affecting comparalbility (i.e. premium refunds from SPP).

Shareholder categories
[Source: VPC AB share register 30 Dec 2004)

Share of vofing rights %

Definitions
EPS (after full tax)

Earnings after full tax divided by the average number
of shares in issue.

Equity per share
Equity divided by total number of shares in issue.
Price/equity
The yearend share price divided by the yearend
equity per share.
Dividend yield
Dividend as percentage of yearend share price.
Total yield
The change in the share price for the year, plus

dividend, as a percentage of the share price on the
preceding balance sheet date

Operating cash flow per share
Cash flow affer investments but before acquisitions
of companies/operations divided by the average
number of shares in issue.

NIBE share performance

Payout ratio
Dividends as a percentage of eamings per share.

PE ratio (after full tax)

Yearend share price divided by eamings per share.

Market value
Yearend share price multiplied by the total number of
shares in issue.

EBIT multiple
Market value plus net debt (inferestbearing liabilities
less financial current assets) plus minority inferests
divided by operating profit.

EV/sales
Enterprise value (the fotal of market value, net debt
[inferestbearing liabilities less financial current assets]
+ minority interests) divided by net sales.

Share turnover
Total number of shares sold during the year as a per
centage of average number of shares in issue.

88.6 Swedish individuals |
9.6 Swedish institutions [ ]
0.2 Foreign individuals
1.6 Foreign institutions ]
Share of capital %
73.6 Swedish individuals ||
22.4 Swedish institutions ||
0.4 Foreign individuals
3.6 Foreign insfitutions | |
Major shareholders
(Source: VPC AB share register 30 Dec 2004
Number of  Share
Name shares  of vote %
Current and former board members
and senior executives' 7,517,614 554
Melker Schérling 3,003,840 209
life assurance co. AB SKANDIA 874,200 1.6
Roburs Exportfond 644,500 1.2
Lannebo Smébolag 536,800 1.0
AMF Pensionsaktiefond [Sweden) 395,200 0.7
Camegie Fond AB, small companies 310,000 0.6
AMF Pensionsfond (Global) 286,800 0.5
Didner & Gerge Aktiefond 231,000 0.4
Goldman Sachs International 173,628 0.3
Other holdings (11,591 shareholders) 9,506,418 174
Total 23,480,000 100.0

1) Please refer to page 68 for details of the current Board of

Directors.

Shareholder structure
[Source: VPC AB share register 30 Dec 2004)

220 Shareholding ~ Number of ~ Share of  Number Proportion
200 shareholders ownsrship of shares of sbores
(%) (%)
180 I 1-500 8,442 727 1431471 6.1
10 ] 501-1000 1782 153 1481477 63
140 /—V 1,001 -5000 1,153 99 2584693 11.0
120 A 5,001 - 10,000 108 0.9 822,540 3.5
- / 10001-15000 36 03 449,303 19
80 / 15,001 - 20,000 22 02 394,586 1.7
20,001 - /8 0.7 16,315930 69.5
jg ~~\ Total 11,621  100.0 23,480,000 100.0
20 |
2003 2004

1997 1998 1999

2000

= Share price in SEK
Carmegie Small Cap index (SEK)

2001

2002

Average number of shares
I traded per trading day (in
thousands)
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NIBE — a world-
class heating
company

V'S

Exhaustair heat pumps from NIBE
Heating ensure good ventilation with
energy recovery 24 hours a day

— even when you're fast asleep.

4 As the day draws fo a close, if's time
to reflect and to dream. A heat pump
from NIBE Heating can save you
enough money in just one year fo in-
stall a wood-burning stove from NIBE
Stoves in your holiday home as well.

Our vision of NIBE as a worldclass
heating company builds on the idea that

people — imespective of nationality, age,

gender, location, situation or fime — should
always perceive NIBE as a first class
company in ferms of ifs image, its products

and employees.

NIBE customers should be totally safisfied

with the features, innovations and perform- 4 Relaxing in the cosy glow of

a wood-burning stove from
NIBE Stoves is a great way to
unwind. The stove is also an
efficient source of heating.

ance of our products, which combine high

quality with an appealing design.
All NIBE employees should be professional

and show respect, care and concern in dll
their relationships and dealings both within
the company and externally.

NIBE products create warmth, comfort

and wellbeing around the clock.

They make a positive impact on people’s * 4 Both hob and oven are needed
at dinner time — and both depend
on elements manufaciured by

NIBE Element.

lives and send out the signal that NIBE is

always there — for you.

Baih time with plenty of hot water from a
heat pump, domestic boiler, districtheat-
ing module or water heater from NIBE
Heating is a fun way to mark the end of
the day for many active children.

v
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NIBE helps get the day off to a good
start — with plenty of hot water from a
heat pump, domestic boiler, district
heating module or water heater from
NIBE Heating.

V' N

A crackling fire in @ wood-buming stove
from NIBE Stoves creates a welcoming

atmosphere of cosiness and warmth on

even the coldest of winter mormings.

A good breakfast is a great P
way fo start the day. NIBE
Element plays its part by
manufacturing heating ele-
ments for both toasters and
coffee machines.

NIBE

T On cold winter days NIBE
b rin g S WO rm fh makes it easier to set off for
work. The tubular elements

i-o i-h e woO rl d for the engine pre-heater and

the foil elements for the rear-
h view mirrors in many cars
- 24 ours come from NIBE Element.

a day

Time for a break? The big ques-
tion nowadays is which type of
coffee to choose. The coffee in
this professional coffee machine
is heated with tubular elements
from NIBE Element.

With children in the family, the washing With waterborne underfloor heating
machine is on virtually every day. The
water in the washing machine and the
air in the tumble-dryer are both heated
by elements from NIBE Element.

controlled by energy-efficient heat pumps
from NIBE Heating, children can scamper
around barefoot indoors all year round.

Annual Report 2004 Q NIBE



MANAGEMENT PHILOSOPHY

™

Our management philosophy builds
on eight principles which provide the
impetus for continued profitable growth.
These principles are the glue that holds
the NIBE Group and all of its employees
together.

When we recruit employees or acquire
companies, creating an awareness of
our management philosophy is crucially
important. At NIBE, we believe there
should never be any doubt about the
principles that underpin our work and
permeate the working environment new
employees are joining.

IN[BYSI 10 Annual Report 2004

The secrets Of Oour success

M Good profitability

Good profitability is, and has always
been, a tradition at NIBE.

All NIBE employees aim to ensure that their
business unif reports an operating margin of
af least 10% over a full business cycle.

As an example of this, neither of the origi-
nal companies in the NIBE Group (Backer
BHV AB and NIBE AB) has ever reported
an operating loss. This track record — dat
ing back no fewer than 56 and 53 years
respectively — engenders respect for the
fact that it really is possible to make money
under all circumstances.

We find it hard to understand why cor-
porate profits have so offen been called
into question over the years. Profitability is
a measure of efficiency, and good profir
ability is the ulimate goal of any business.
It is only through good profitability that a
company can develop and so safeguard its
long-term survival.

Good profitability also affords freedom of
action and independence, which in tumn
creates job satisfaction and job security
for employees and attracts ambitious new
employees

B High productivity
High productivity is crucial to maintain-
ing a competitive position.

Our productivity ethic can be simply sum-
marised in two poinfs.

m Firstly, everything can and must constantly
be improved. We must never allow our
selves fo rest on our laurels. No matter how
successful current solutions may seem, we
must always strive for further improvements.

m Secondly, if you can't measure it, you
can't improve fit.

In sfark contrast to the current frend of out-
sourcing as much of one’s business as pos-
sible to other suppliers, NIBE continues to
focus firmly on in-house production. We are
convinced that high value added internally

provides the foundation for high productivity
growth and, by extension, good profitability.

This approach makes it natural to invest heav-
ily in modemising our factories and offices
fo ensure they are rational and use the most
efficient equipment.

NIBE's profitability and expansion have been
achieved largely through high productivity
based on uncomplicated organisational sfruc-
tures, rational production processes, good
use of time and flexible wage systems for as
many of the workforce as possible.

We are convinced that flexible wage systems
based on accurafe fime measurement are a
crucially important factor for the vast major-
ity of industriol companies. Employees who
excel in their work must naturally be moti-
vated with the prospect of higher earnings,
which in turn provide an incentive for further
improvements.

Accurate time measurement also ensures
that the data used for calculations is correct,
and that we really can plan production and
present decision-makers with a reliable basis
both for investment decisions and meaningful
business analyses.

Regretiably, the uninitiated often associate
high productivity and flexible wage systems
with sfress and dissatisfaction, but good use
of time and concenfration on work actually
result in greater job safisfaction through fair
pay and a well organised workplace.

The new [T economy’s fools for rafionalising
administration harmonise very well with our
productivity philosophy in a number of areas,
including design tools, purchasing efficiency,
production management and order manage-
ment.

B Aggressive product
development

NIBE continuously invests substantial
resources in product development.

The rationale behind aggressive product
development is that cusfomers’ changing
needs must be quickly identified and trans-
lated into the best possible solutions in any
given market situation.



Marketleading product development is cru-
cial to continued organic growth and esfab-
lishing a foothold in new markets.

A sharp focus on product development also
facilitates the evaluation and infroduction of
new technologies.

Another major advantage of focusing on
product development is that a basis for good
production efficiency is established as early
as the concept stage. The high levels of
value added, passion for productivity and
exfensive product development resources at
NIBE together make for an invaluable holistic
approach to the profitability of our products.

M Quadlity in everything
— focus on the customer
The customer must always be able to

rely on both the company and its prod-
ucts and employees.

Quality is one of the hallmarks of NIBE — a
key competitive parameter and a strong sell-
ing point for our products.

We aim to be forerunners when it comes fo
quality and the environment. This can never
be accomplished through isolated initiatives
or by hanging certificates on the wall. It can
only be achieved through persistent, day-o-
day work that focuses on constantly trying
to do things better, and by all employees
always taking responsibility for and showing
commitment fo these issues.

For us, quality also means that we must
always be on hand for our customers, and
that they must always be dealt with in a
professional and friendly manner.

The goal, of course, is for our approach to
quality and the environment to result in as
few mistakes as possible and thus make us
as costeffective as possible. Despite these
efforts, it is inevitable that problems will arise
from time to time, and when they do they
must quickly be identified and dealt with.
Quite simply, a NIBE customer must always
be a satisfied customer.

B Market-oriented expansion

Expansion is a must for all business
development.

Good, continuous growth is absolutely
essential for creating the right conditions for
productivity improvements, organisational
development and innovation. The combina-
tion of good organic growth and carefully
considered growth through acquisitions is
the best possible way of vitalising an
organisation.

NIBE's expansion philosophy builds on the
selfFexplanatory notion that we must always
be sensitive to the markef's varying needs,
and must therefore offer a broad range of
products with high standards of perform-
ance fo ensure that every customer always
gets the best possible solution.

Expansion into new markefs must be care-
fully prepared and undertaken methodically,
step by step.

Whatever the market, the cusfomer must
always regard NIBE as a reliable and
constructive partner, and NIBE's successes
must also benefit the customer in the form of
valueformoney products.

B Committed employees

NIBE aims to have uncomplicated or-
ganisational structures and to give
employees real freedom with account-

ability.

We ask a lot of all of our employees but,
together with open and unambiguous com-
munication, this brings a clarity which is
greatly appreciafed.

Inifiative, modesty and common sense are
ideal qualities on which co-workers ot NIBE
can build a career.

We favour a hands-on management style,
based on the conviction that managers must
have an eye for defail and be genuinely
inferested in their areas of responsibility if
they are to be able to lead and develop
their co-workers. All managers must always
lead by example.

This environment provides the ideal condi-
tions for all employees to develop, both
through their own personal inifiatives and
through targeted fraining.

M Firm focus on three core
businesses
Focusing on our three core businesses

ensures clarity both internally and exter-
nally.

This focus also results in an ever increasing
bank of in-depth expertise, which gives us a
real analytical edge, not least when it comes
to acquisitions.

All three core businesses have considerable
scope for expansion, above all infernation-
ally. This provides a good basis for market
leadership, synergy gains and economies
of scale.

Concentrating all our energies on these
three existing core businesses ensures rea-
sonable risk exposure and robust earnings
generation over a business cycle.

B A long-term approach

NIBE takes the long-term view, so short-
lived trends tend to pass us by.

Naturally we keep a very close eye on the
increasingly rapid pace of change in the
world around us, but we are careful to test
any major changes that we introduce our
selves on a small scale before implementing
them fully throughout the organisation.

We aim fo have longterm relationships with
both customers and suppliers, and are con-
vinced that responsibility, sustainability and
continuity will win in the long run.

A good illustration of this is the continuity in
NIBE's ownership, which enables us to con-
centrafe fo the greatest possible degree on
the development of the business while also
safeguarding our independence.
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BUSINESS CONCEPT

Internationalisation
with the Nordic

countries as our bose

Vision
Qur vision is to create a world-class heating

company.

Mission statement

Our mission is fo offer high-quality, innova-
tive heating products through our three busi-
ness areas: NIBE Element, NIBE Heating
and NIBE Stoves. This work will build on
the NIBE Group’s wide-ranging expertise

in the fields of development, manufacturing
and marketing.

Objectives

NIBE Industrier's overriding objective is to
combine powerful and sustainable growth
with healthy profitability, so creating value
for shareholders, providing an inferesting
and stimulating workplace for employees,
and affracting safisfied, loyal, long-ferm
customers who value the peace of mind
that the NIBE Group offers them. In addi-
fion NIBE's role in society must be charac-
ferised by openness and responsibility.

The Group has four overall financial targets:

B fo achieve average yearonyear growth
of 20%, half of which is to be organic.

B fo report average annual operating
profit for each of the three business areas
equivalent fo af least 10% of net sales
over a business cycle.

B fo achieve an average annual return on
equity over a business cycle of at least
20% after standard deductions for tax

W fo ensure that the equity/assefs ratio
does nof fall below 30%.
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Growth
will be maintained Through:

W increasing our share of the market in prior-
ity markets

B focusing on new markefs and segments,
preferably with the help of unique prod-
ucts and new technologies

B making strategic acquisitions in selected
markets, preferably of companies with
strong brands, products that complement
the existing NIBE range, and new tech-
nologies.

Competitiveness

will be improved through:

m the confinual development of leading-
edge products in close cooperation with
the markef and customers

B confinuous rafionalisation of production
through mechanisation, automation, and
the optimum utilisation of working time
through flexible wage systems

m standardisation, the coordination of com-
ponents and modularisation

B economies of scale thanks to large vol-
umes in purchasing and production

| the use of IT support for product devel-
opment, purchasing, production, sales,
markefing and finance

B modem designs that reflect the quality
and performance of our products

® high quality.
Profitability

will be maintained through:

 fasfer growth than competitors

B oplimising cosfs, minimising tied-up capi-
tal and continually strengthening competi-
fiveness

m high levels of value-added
® brand-building

m ocfivity in a number of different markets
and segments, so reducing sensitivity fo
fluctuations in demand

m internal and external benchmarking

B the infegrafion of newly acquired units in
line with the three-phase model: analy-
sis — improvement — growth.

Co-worker commitment

will be further strengthened by:

 fraining and developing individual
employees and the organisation as
a whole

B motivating existing key employees and
recruiting new ones

B schemes that give co-workers a sfake in
the NIBE Group.

Customer satisfaction and peace

of mind

will be our constant goal through:

B o broad range of products that ensures
that each and every cusfomer benefits
from the best possible solutions

B the best service and cusfomer support
m high quality

B competitive prices.

A holistic approach to environ-
mental issues

will play a key role in product develop-
ment, from the choice of materials, through
production and use fo recycling.

Sincerity and an ethical attitude
will characterise the company and all ifs
employees both in ferms of internal relo-
tions, and in dealings with shareholders,
customers, suppliers, authorities and society
in general.

Objective fulfilment

Growth

~Target = 20%

10%
Growth over the
past five years

averages 22.0%.
00 01 02 03 04

Operating margin (excl. SPP refunds)

20%

10% = = Target = 10%

00 01 02 03 04

Average g[;rowth over the past five
years excl. SPP refunds.

M NIBE Element 5.6%

M NIBE Heating 12.1%

I NIBE Stoves 17.2%

Return on equity (excl. SPP refunds)

--Target = 20%

Return on equity
over the past five
years [excl. SPP
refunds) averages
25.7%.

00 01 02 03 04

Equity/assefs ratio

30%-- -8}~ Target = 30%

Equity/assefs
ratio over the
past five years
averages 37.9%.

00 O1 02 03 04
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GROWTH MODEL

NIBE launched its growth strategy, with its target
of average yearonyear sales growth of 20%,
in the midst of the Swedish financial crisis in the
early 1990s. Back then the Group generated
annual sales of around SEK 300 million.

The background 1o this strategy was the self-
evident redlisation that continuous growth is vital
for good profitability. At that time there was also
much talk in Europe that companies with sales
of less than SEK 600 million would find it hard
fo survive after the advent of the infernal market.
Given our buming passion to remain independ-
ent, this seemed another good reason to equip
ourselves for good, sustainable growth and so
achieve sufficient crifical mass of our own.

Organic growth

Half of our fargeted average yearon-year
growth (in other words, 10%] is fo be
organic.

Admittedly, we did not arrive at such a round
number on the basis of any exact scientific
theory; it was based more on an acknowl
edgement that organic growth of less than
5% is quite simply insufficient for good and
sustainable profitability.

Since the overall underlying annual growth
in demand in our three business areas is
believed fo be linked to GDP growth, this
growth target means that we can never rest

Profitable growth

on our laurels, but must strive constantly
fo increase our share of existing markets
and establish bridgeheads in new markets.
Although the target may seem ambitious
[and no one knows better than we do just
how ambitious it isl), it is not impossible.
This is demonstrated by the fact that over the
last ten years NIBE has actually generated
average yearon-year organic sales growth
of no less than 13%. This is attributable fo a
combination of aggressive product develop-
ment, confinuous productivity improvements
and systematic markefing work.

Acquisitions

We have concluded that, in the mature
market in which NIBE operates, organic
growth alone cannot reasonably be expect
ed to meet our overall yearonyear growth
target of 20% indefinitely. We have there-
fore decided that organic growth must be
complemented with average yearonyear
growth through acquisitions of 10%. This
level ensures that the additional workload
is manageable, and the degree of risk
reasonable.

The Group has been involved in 35 acqui-
sitions over the last decade, representing
average yearon-year growth through acqui-
sitions of 11%.

Timeline for acquisitions and establishments

Acquisition criteria

NIBE is constantly analysing potential take-
over candidates. Talks are also constantly
under way with various companies. The
decisive factor for a possible acquisition is
that it must bring in new fechnology, new
geographical markefs and/or additional
market share in existing markets.

The basic criferia are that the company must
have strong brands, it must have competent
management with a real enfrepreneurial
spirit, and we must see further growth poten-
tial within the constraints of NIBE's strategies.
If these criteria are met, we can then be
flexible about what phase the company is in
purely in terms of profitability.

Our goal is for each acquisition to contribute
positively to the Group's net profit, ideally
within the first year and most definitely within
the second.

———1994——1995——1996 1997 1998 1999

Backer OBR (32%) Velund Pyrox NIBE Poland (new establishment] Bréderna Hakansson Vérme AB Haato Varaajat
Backer Oy (new esfablishment) Loval QY TMV-Pannan Backer OBR (68%) Lodam Energi
Contura EPD JEVIA/S

Calesco Foil AB
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Acquisition model

B In the analysis phase we perform a
detailed yet rapid analysis of the com-
pany. This is possible because our three
secfors are so clearly defined and we
have a veritable arsenal of key figures
with which to make comparisons. We
often also have access to several years of
financial documentation.

In the implementation phase there is
always complete fransparency about our
infentions with the acquisition. We prac-
fise what we preach — there is never any
hidden agenda. The fact that we are very
clear and open about our management
philosophy and strategies (for example in
our annual report] generally facilitates this
process.

In the integration phase we aim to refain
not only brands, but also skilled employ-
ees at every level. We look for synergies
primarily when it comes fo purchasing, but
productivity improvements are generally
also there for the taking in production.

Generally speaking, our ambition is to
create a decentralised organisation where
new additions to the Group confinue fo
enjoy considerable independence. We
want infegration into the NIBE Group to
be about exploifing the obvious benefits of
belonging to a much larger cluster of com-
panies, and applying the NIBE Group's
goals and strafegies.

NIBE currently has operations in 13 counfries and is
represented in nearly as many again through importers

and dealers.

— 2000

2001

2002

2003

Cronspisen AB Roslagsspisen

Biawar Norells Sweden AB

Backer F.E.R Svend A. Nielsen A/S
Coates Heise Systemtechnik GmbH
Backer CZ

Eltop Praha

Jotul ASA (22%)
REBA

Danotherm Electric A/S (80%)

Backer Facsa

Energieiechniek B.V. (new establishment]
METRO THERM A/S

Finohm

Sinus-Bobe

Termos

2004

NETEK
Shel
Calesco Foil Inc. (new establishment]

Kaukora
Divestment of Jatul ASA (22%)
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HUMAN RESOURCES

Employees - by business area

B NIBE Element  61%
B NIBE Heating  33%
I NIBE Stoves 6%

Key figures

2004 2003 2002

Average number of employees 3,755 2,881 2,444

administrative staff % 23 24 24

production staff % 77 76 76

men % 71 69 69

women % 29 31 31
Average age years 38 39 39
Average length

of employment years 7.8 8.0 85
Workforce tunover % 87 45 7.3
Number of graduates 440 304 216
Employees in Sweden % 34 38 42
Employees abroad % 66 62 58
Sickness absence (shortterm) % 2.7 3.1 42
Sickness absence (longterm| % 4.0 3.5 36

Mean number of employees

3000
2000

1000

00 01 02 03 04
The large increases in the number of
employees over the past three years are the

combined result of good organic growth
and a number of corporate acquisitions.

Age distribution among
employees

Age
60-70

50 - 60
40 - 50
30-40
20-30

0-20

(@)

10 20%
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An increasingly
infernational workforce

Large numbers of new employees, increased
infernationalisation and the continued empha-
sis on infegrating NIBE's key values info the
daytoday work of the Group provided the
main focus for the Group's work with Human
Resources in 2004.

Our growth is heavily dependent on our suc-
cess in atiracting, refaining and deve\oping
skilled employees.

The NIBE philosophy of high standards of
performance and diligence, and a working
climate that combines freedom with account
ability, a straightforward approach and a
common-sense attitude, is becoming increas-
ingly well known outside the company and
represents a way of working that many job
applicants are able to relate to naturally.

New employees warmly welcomed
NIBE welcomed more than 1,000 new
employees in 2004 as the result of
acquisitions, organic growth and natural
replacements. Strong growth and a rapidly
expanding workforce are having many pos-
itive effects. For exomp|e, an efficient and
skilled nucleus of long-serving employees is
being combined with newly recruited, well
educated and highly motivated younger
talents. Staff loyalty is strong, as witnessed
by the low staff turnover. This means that
the company’s knowledge of products,
production and markets that has been built
up over many years can be preserved and
transferred in a natural way.

The number of job applicants has grown
markedly in recent years and it is clear
that our values are atfractive o many
people. These values play a key role from
the very first interview, and are also the
focus of affention in our various induction
programmes.

Increasingly international workforce
Expansion outside Sweden means that
NIBE is evolving info an infernational
employer with more than 4,000 employees
in 13 countries following the latest new
additions (China and the UK] in 2004.
Sweden s still the country where the Group
has the most employees, and numbers
grew here too in 2004. Nevertheless the
proportion of employees in Sweden has
decreased in recent years, totalling 31% at

the end of 2004 compared to 60% just four
years earlier. Poland is the second-argest
country in terms of staff numbers, with 26%
of the total Group workforce.

Variety of professions makes for
broad expertise

Our restrictive approach fo outsourcing means
that a great deal of knowledge has been
accumulated in the Group. Many different
professions are represented here, resulting in
a valuable spectrum of expertise. This also
enables us to collaborate with universities and
colleges in a variety of fields.

In addition, we work extensively with local
schools, giving pupils of all ages an early
insight into @ modern manufacturing company
and the many different career opportunities
available.

Recent years have seen reinforcements across
the board — for example, more than 300
graduates have been recruited. The number
of female employees is growing all the fime,
and women now account for almost a third
of the workforce.

Low sick leave

One fopical issue, especially in Sweden, is
the steep rise in sick leave, which is result
ing in high levels of absenteeism in industry.
Sick leave at NIBE has remained constant at
around 7% over the last five years, of which
around half is shortterm and half \ong-Term.
We believe this owes much o our common-
sense approach fo sick leave. For us, it is as
natural to make the workplace as ergonomic
as possible and fo organise work systemati-
cally as it is to expect employees to take their
share of responsibility for their health by keep-
ing themselves in good physical shape. Job
rofation, job frials and similar measures are
generally a result of natural needs and wishes
rather than bureaucratic solutions.

Training for the future

Being well equipped for the future with the
right skills and attitudes is the underlying aim
of all training provided at NIBE. Training
is not an end in itself but a direct response
to well defined, relevant needs. The bench-
mark is straightforward, work-related training
which rapidly and costeffectively achieves
the desired aims.



Priority areas include [T, project management,
languages and logistics. Training in specialist
professional skills is a confinuous process.
Another important focus forms part of our
induction programmes, where newly recruited
employees leamn about the NIBE corporate
culture and undergo product fraining at vari-
ous levels depending on their future duties.

Using infernal resources for teaching when
feasible ensures an active and methodical
approach to spreading important NIBE-spe-
cific knowledge through the organisation af
the same time as it gives many employees a
chance to develop their own professional skills
by insfructing others. However, NIBE also
works with external teaching resources as a
natural way of broadening our horizons and
extending our expertise.

Henrik puts theory into practice

Name: Henrik Axelsson

Age: 25

Position: Project engineer at NIBE
Production in Markaryd

Recruited: January 2003

Education: M.Sc, Chalmers University
of Technology

"It was a perfect first job for me affer
college,” says Henrik. "As a production
technician | was sent straight in at the
deep end among the welders and fitters
producing the sfoves.

“It taught me that there’s a great deal of
expertfise among the production personnel
which it's only natural to draw on when
we infroduce rationalisation measures.”

Henrik started at NIBE in 2003 imme-
diately affer graduating in mechanical
engineering at Chalmers University of
Technology. He had specialised in pro-
duction development.

"Although | was fresh out of university,
there were no problems being accepted
as part of the team. It was a great start for
me! | immediately felt that here there really
was freedom with accountability. NIBE has
a long history in manufacturing and has
many skilled engineers who have been
with the company for a long time. The
working climate is excellent and there’s an
inspiring blend of routine and new ideas.”

The project team at NIBE Production works
primarily at the various production units
run by NIBE Heating and NIBE Stoves, so
Henrik and his colleagues have the oppor-
tunity to work on many interesting projects
in a great number of different locations.

.

“I've worked mainly on the automation of
welding in Markaryd, but I've also visited
Trelleborg, Poland and Denmark for various
production technology projects,” he says.

"NIBE has a straightforward corporate struc-
ture and a flat organisation — two things
that | really appreciate because they give
quick access to the decision-makers. And,
of course, NIBE's rapid growth and strong
profitability make it easier fo gain support
for proposals for new investments.”

Given NIBE's growth plans and the com-
pany’s strong faith in in-house production,
there should be no shortage of future invest-
ment proposals for Henrik and his
colleagues.
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QUALITY

Focusing on the
customer and conti-
nuous improvement

The NIBE Group’s basic view of product and  Quality assurance

service quality is that this must be so high that It is very important that products and ser-
it constitutes a good reason fo buy a product. vices supplied by the Group comply with
IF we are to meet customer demands, it is cru- customer demands. For this reason, quak
cial that our quality policy provides the com- ity assurance work is undertaken within the
mon platform for all our work and that every  parameters of integrated quality manage-
employee views quality as his or her own per ment systems that accord with 1ISO Q001

sonal responsibility. Our quality policy is also specifications and incorporate both internal
the basis for our quality fargets, our ambition  and external checks and audits. The cer-
of continuous improvement and our resolve to fifying bodies commissioned by the NIBE
offer our customers full satisfaction. Group include SEMKO-DEKRA Certification
AV, BVQI Bureau Veritas Quality Internafional
and SGSICS Cesellschaft fir Zertifizierugen
m.b.H. Follow-up audits are carried out once
or twice a year.

To live up 1o these high ambitions we run regu-
lar staff fraining programmes in areas such as
product knowledge and quality techniques.

Production environments and manufacturing
equipment are continually being developed
and improved.

The quality management system is used to
steer operations and processes in the direc-
fion of the aims we have established. The
different production units each have their own
dedicated machine park of calibration and
festing equipment fo verify product sfatus from
the arrival of the necessary raw materials and
components to the fully finished product.

Confinuous improvement is a key concept at
NIBE, and is, in part, the responsibility of our
quality and project groups, whose invaluable
contribution represents the aggregate of many
years' experience . Not only are quantifiable
quality targets set and performance regularly
monitored, but we also seek to continually
develop our operations by sefting ourselves
new, more ambitious objectives. In addition
we work closely with cusfomers and suppliers
to compare our performonce to that of our

Both quality work and constant improvements
increasingly focus on the customer in order
fo meet market demands and expectations,
although the emphasis does vary somewhat
as a consequence of the different business

competitors in a determined effort to ensure  Ar€GS OWn unique condifions.

that we always lead the way in our three  As a subcontractor to industry, NIBE Element's
specialist areas. most imporfant competitive advantage is the
consistently high quality of its products, so all

Product quality is already high, but work is
products are tested before despatch.

consfantly under way fo bring about improve-

ments, focusing particularly on areas such  The very highest quality is also an essential
as delivery times, delivery reliobility, product  prerequisite for products from NIBE Heating,
development and cusfomer service in orderto especially in the case of hightech functions
develop our operations to meet market needs  and components that must always perform
for total quality. How successful we are in flawlessly for the enduser. Products are there-
achieving this will be one of the key factors  fore tested after each stage of the manufactur-
behind our continued growth in an increas  ing process and extensive checks and inspec-
ingly competitive market. fions are carried out prior fo despatch.

To ensure customer safisfaction and focus  For NIBE Stoves quality means not only func-
more clearly on the most significant aspects  tionality and performance, but also the fact
of our quality control procedures, customer  that all the components used are of a high
surveys are carried out each year among  sfandard and that the end product has an
a selection of customers within a variety of  impeccable finish. Quality audits of randomly
market segments. selected products are carried out on a con-

tinuous basis.

Johan Persson at Backer BHV keeps
a steady focus on continuous improvements.
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Continued growth
with reduced
environmental impact

A number of units in the NIBE Group are
already 1ISO 14001 certified and the rest
work in accordance with the principles laid
down in this internationally recognised envi-
ronmental management system.

Under the maxim “continued growth and
reduced environmental impact” our environ-
mental work focuses on five key areas:

B reducing emissions
B reducing wasfe
B increasing energy efficiency

B reducing the use of environmentally harm-
ful chemicals

m using natural resources more efficiently.

The provision of training and open informa-
fion encourages sfaff fo contribute to contin-
ual improvement, so reducing our impact on
the world around us and helping fo create
the right conditions for longterm sustainable
development.

Environmental key figures in relation to 100
kilos of manufactured product have been
infroduced  throughout the NIBE Group fo
enable us fo monifor the results of our envi-
ronmental work and identify any trends.

In addition to the environmental impact of
our production processes, NIBE's product
development work also adopts a life cycle
analysis approach, examining the envi-
ronmental suitability of our products from
the perspective of sustainability. Examples
include:

W increased energy efficiency in heat pumps:
this reduces oil dependency and carbon
dioxide emissions.

® modified insulation techniques in a number
of heating products: this enables more
than 95% of the materials used to be
reclaimed.

m improved combustion efficiency in wood-
stove products: this reduces emissions.

® and, as a sub-contractor, NIBE Element is
frequently involved in close collaboration
with its customers to prolong the service
life and reduce the energy consumption
of end products.

A number of projects are under way with
a view to finding and verifying technical
solutions that provide more environmentally
friendly alternatives fo current manufacturing
methods. At the same time as this work has
been accorded fop priority, we are also care-
ful always to subject any proposed changes
fo a programme of rigorous fesfs fo ensure
that important  characterisfics such as  the
service life and reliability of products are not
jeopardised.

NIBE's environmental work has also been rec-
ognised outside the company. NIBE scored
fop marks last year in the Folksam insurance
company’s so called “Climate Index”, which
includes all companies listed on the Stockholm
Stock Exchange.

—Key environmental figures

Total energy consumption
(kWh/100 kg product)

Total amount of chemicals
used (kg/100 kg product)

01 02 03 04
Installation of heat
pumps, heat exchangers
and frequency controlled
compressors reduces
energy consumption.

Total amount of CO, emissions
(kg CO2/100 kg product)

01 02 03 04

Installation of more
heat pumps reduces oil
dependency.

01 02 03 04
Changes to passivation
process when manufac-
turing stainless steel ves-
sels reduces the use of
chemicals.

Total solvent emissions
(9/100 kg product)

01 02 03 04

Reuse of solvents in
washing processes
reduces fotal emissions.

ENVIRONMENT

1 P -

Total amount of waste
(kg/100 kg product)

0

01 02 03 04

Optimised tooling of
mefalworking machines
minimises waste and
swarf.

Total water consumption
(litres/100 kg product)

600

400

200
0

01 02 03 04

Heat exchange system for

cooling water used in man-
ufacturing process reduces
water consumption.
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NIBE

NIBE ELEMENT
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Contribution
to Group

Net sales

A

Christer Fredriksson, Operating

Business Area Manager profit

High quality tubular element

for heating hot water.

NIBE Element

is the market leader in northern Europe
and one of Europe’s leading manufactur-
ers of components and systems for electric
heating.

Its mission is to supply components and sys-

tems for electric heofing to both manufactur-

ers and users of heating products.

The market consists of two main groups:
OEM (Original Equipment Manufacturing),
where, for example, an element is used as
a component in the customer’s product, and
Industry, where the element is used in the

customer’s own manufacturing process.

Strategy

NIBE Element's goal is fo rank among
Europe’s leading manufacturers. To do this,
it will make suitable acquisitions to increase
the number of domestic markets on which
it operafes. In these domesfic markefs it
will mainfain a local presence and sell a
complete range: elsewhere the main focus
will be on medium fo large-scale serial
production. Unique special products will be
markefed worldwide.

Objective

The business area'’s objective is growth of af
least 20% per annum, half of it organic, and
an operating profit of at least 10% of sales
over a complete business cycle.




Obijective fulfilment
Growth

00 01 02 03 04

Growth p.a. over the past five
years averages 15%.

Obijective fulfilment
Operating margin

----------- Target = 10%
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Operating margin p.a. over the
past five years averages 5.6%.

Net sales
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Net sales rose by 8.3%

Operating profit
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Operating profit rose by
28.6% during 2004.

Review of 2004

Developments in our domestic markets varied
from segment fo segment. There was some
growth for customers supplying the profes-
sional equipment indusiry, but most custom-
ers focusing on consumer products faced a
sharp increase in competition from low-price
producers in Asia.

The restructuring of the white goods and small
appliances segments is accelerating, with
production units in Western Europe being
phased out in favour of those in Eastern
Europe and China.

A number of steps have been taken at NIBE
Element to counter the effects of this frend.
The expansion of the Polish operation, which
is due to be completed during the second
half of 2005, will double production capo-
city for tubular elements and also increase
capacity for foil elements and load resistors.
This will make the Polish unit our largest pro-
duction plant.

The acquisition of the UKbased element
manufacturer Shel also gave us access to
low-cost production in China as an alterno-
tive fo our units in Poland and the Czech
Republic. During the autumn the operation
was expanded fo allow the production of
a broader range. To begin with, additional
production has been transferred from Shel in

the UK. In time the unit in China will acquire
increasing imporfance as a base for markefing
and deliveries across Asia, and, alongside the
expansion of fubular element production, a
new unit for the production of foil elements has
also been established in China.

Work on making units in Western Europe
more specialised in their production continued
during the year, as did the transfer of labour
infensive and  pricessensitive products fo the
units in Eastern Europe. The production of
load resistors was concentrated af a single
unit in Denmark, and additional production
was transferred to Poland. Parallel with these
resfructuring  measures, rafionalisation  work
continued at all units.

Raw material prices rose steeply during the
year. To some extent these increases could be
passed on fo customers, but work on optfimis-
ing products in ferms of design and materials
has also been stepped up to reduce the effects
of price increases.

New markefing platfforms are being estab-
lished to promote further organic growth.
The product range is also being extended,
and the proportion of system products [i.e.
components| is growing in several cusfomer
segments.

Outlook for 2005

We expect the market o remain stable in
2005.

Continved rapid restructuring of the small
appliances and white goods segments is
anticipated. Movements in exchange rates
will impact significantly on how much pro-
duction our customers in these segmenfs
fransfer fo Eastern Europe and how much to
China. We therefore see it as an advantage
to have production units established in both
places.

Supplies of foil elements from our new
production unit in China will gradually be
stepped up during the year.

Once the expansion of the Polish opera-
fion is completed during the second half of
2005, further production will be transferred
from the Western Europeon units, |eoding fo
a reduction in workforce numbers at several
of these plants.

local sales organisations in Europe will be
strengthened and coordinated during the
year, and, as part of this process, local sales
offices in countries where we do not have
our own subsidiaries will be expanded.

We believe that the restructuring and rafion-
alisation measures carried out in 2004,
combined with the measures planned for
2005, will strengthen the business area’s
market position.

Annual Report 2004 2 1 NIBE
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All foil elements are subjected to a pre-delivery optical
inspection as performed here by Joanna Stanczewska

(Backer OBR).

Work on extending production facilities at Backer
OBR in Poland will double the unit's capacity before
the end of 2005.
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Market

Over the long term the market for components
and systems for electric heating fends to keep
pace with national industrial development
and the growth in national GDP. As a result,
growth in most segments has been sluggish
on several of our domestic markets, even
though there are some shining examples to
the contrary.

Our goal remains fo gradually increase the
number of domestic markets by establishing
local operations capable of manufacturing
small series and providing local technical
support.

In certain major markets, such as the USA,
Germany and France, where the cost of
running our own manufacturing operations
would be excessively high, we have instead
esfablished a presence in the form of a sales
office.

Certain  segments of the market saw the
pace of stuctural change quicken even
more last year. Some very large cusfom-
ers closed down their production unifs in
Western Europe — offen at very short notice
- and these decisions have obviously had
major implications for subconfractors  like
ourselves.

The process of structural change differs from
industry to industry, but within the highly
competitive market for small appliances the
frend is clearly towards establishing produc-
tion facilities in China or purchasing “offthe-
shelf” products designed, developed and
produced by Chinese manufacturers. This
has put increased pressure on prices and
volumes in Europe. In the washing machine
and electric oven segments, however, the
frend is towards specialisation in European
production plants at the same time as capo-
city is being increased in Eastern Europe.
We believe we are well placed to meet
these trends thanks to our units in Poland, the
Czech Republic and China.

For manufacturers of equipment for profes-
sional caterers and the food processing
industry, the trend is different once again.
Here production is continuing in exisfing
unifs, but there is increased interest in buying
complefe systems from subcontractors. VWe
are meeting this frend with a wider range of
products and increased resources for devel
oping and monufocturing complefe systems.

The market for elements for the offshore and
process indusfries is expected to grow over
the coming years.

Industry trends

The industry has been buffeted for years
by fierce competition on price and shrink-
ing profit margins. Consequently a number
of competitors have had to withdraw from
cerfain product segments over the past year,
and we believe that this will help prices to
stabilise in the medium term.

One of the major underlying trends is the
move towards larger corporate groupings.
Historically this has been an industry of small
and medium-ized family businesses with a
strong local presence. In recent years, how-
ever, instead of passing from one generation
to another, these firms have often been sold
as it becomes increasingly difficult fo main-
tain profitability in the current competitive
situation. This frend is underpinned by client
wishes to limit purchases to as few suppliers
as possible.

Several competitors have followed NIBE's
lead in establishing production units in low-
cost counfries in Eastern Europe and China.

We believe that the strategy we have adopt-
ed, offering industry and the professional
segment locally manufactured products and
complementing this with units in low-cost
countries producing for the volume segment,
is well suited to industry trends, and that it
will further strengthen our position and poten-
fial in the future.



Products

NIBE Element's product range comprises
mainly components and systems for electric
heating applications.

This includes a number of different technolo-
gies for a broad spectrum of applications:

m Tubular elements
m Aluminium elements
Foil elements

Thick film elements

u

u

B PTC elements
B High-power elements
u

Ceramic elements

Tubular elements, which remain the most
widely used technology, are found in numer-
ous applications from mass-produced wash-
ing machines to one-off process heaters for
the offshore industry. The basic technology
has long remained unchanged, but the prod-
ucts themselves have been perfected over the
years in terms of the materials used, perform-
ance, quality and manufacturing technology.

Foil elements, which consist of an etched
metallic foil laminated with a layer of insu-
lation, are a rapidly expanding product
group. NIBE Element is the world leader in
foil elements for wing mirrors, water beds
etc., and these elements are also used for
special applications in medical fechnology
and electfronics.

One of the strategies behind our acquisi-
tions is to complement the basic range with
specialist products to make NIBE Element a
"one-stop” supplier of all sorts of systems and
components for electric heating, including
high-energy elements and strip elements for
the plastics industry.

As the product range becomes broader,
the marketing and service concept is also
being developed fo pave the way towards
esfablishing NIBE Element as the leading
supplier of electric heating components for
industrial customers in each of the business
ared’s respective domestic markes.

In some insfances technologies within the
business area can be used for applications
other than electric heating. Examples include
the resistors used for power electronics
in lifts/elevators and  railway equipment,
where both traditional tubular elements and
ceramic elements have already demon-
strated their capabilifies.

Another example is the vacuum soldering
technique employed for elements for medi-
cal technology applications. This technique
is now also being used for the production of
plate heat exchangers intended primarily for
a variety of water heating applications.

NIBE ELEMENT

Sales by geographical market

B Nordic counfries 39%

M Rest of Europe 53%

B Other markets 8%

Distribution

Consumer
or other

industrial
customer

}

INDUSTRIAL INDUSTRIAL

CUSTOMER CUSTOMER
Components Used in

used in products manufacturing
processes

oot

OEM INDUSTRY

Opportunities and threats

+ Industry restructuring and expansion
through acquisitions

+ Purchasing and production synergies

+ Market position on domestic markets
allows marketing of a broader range
of products

+ Strong brands
+ Rational, flexible production
+ Access to rational, low-cost production

+ Market position as one of the leading
manufacturers in Europe

+ Intensive product development

- New technologies

- Greater competition

- Cost trends in the Nordic countries
- low-price competition

- Product liability and series faults
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Danotherm in Denmark has developed a new
type of load resistor of the type proudly dis-
played here by Dzevat Sulejmani.

Average number of employees

1,500
1,000

500

00 01 02 03 04
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Development process

The development process at NIBE Element is
divided into four stages.

m Product development focuses on new
fypes of elements or embedded functions,
such as confrol and regulation. R&D work
also aims to improve the qualities of heat-
ing elements with regard fo temperature
limits and insulation. One example of this
is the development during the year of a
new type of load resistor fo complement
our range in this product area.

B Product adaptation is usually conducted
in close collaboration with customers to
arrive at a solution that suits their specific
needs, or, if required, to assume respon-
sibility for the entire system, as with the
development during the year of a range
of water-bed heaters for the US market.

B Process development is carried out with the
aim of optimising production as regards
the choice of material, quality and the
technical performance of a product. In
2004 we have carried out further materi-
als optimisation projects in order fo be
able to use even thinner materials in our
tubular elements.

m Production engineering development seeks
fo develop methods and machinery that
will rationalise the manufacturing process,
as demonstrated in 2004 by investments
in robots to facilitate the work of tesfing
and quality assuring foil elements for rear
mirrors.

In 2005 our commitment to product devel-
opment will be even greater, partly through
further strengthening the organisation and
partly through the modemisation of our prod-
uct development equipment.

Production

NIBE Element has 20 manufacturing units
in Europe and China. The main reason for
spreading production across so many coun-
tries and factories is that our ability to supply
small and medium-sized series quickly is one
of our competitive strengths. However, the
various units are gradually becoming more
specialised when it comes to large series
and unique products.

A new business system was rolled out af
the largest unit in Sweden and the business
area’s Norwegian unit in 2004. The system
incorporates a standard that it is infended
will provide the basis for even closer
cooperation, coordination and  integration
among the various units.

In Denmark a unit manufacturing load resis-
tors has closed down and its operations
have been transferred to Poland. All the
costs involved have been entered against
ordinary operational profits. Elsewhere the
manufacture of a number of other product
groups has also been moved from other
Western European unifs fo those in low-cost
countries.

The Swedish foil element plant has moved to
new premises acquired in 2003 in order fo
be able to handle the goods flow generated
by increased volumes and to facilitate the
esfablishment of a separate unit for special
elements.

The takeover of the English tubular element
manufacturer Shel has not only given us
access to dollarbased, low-cost production
in China, but also new opportunifies for
procuring materials and componentfs.



Examples of applications

m Small household appliances

Grills
Clothes irons
Deep-at fryers

Griddles
Waffle irons

Food warmers

Pressure cookers
Kettles

m Domestic white goods

Dishwashers
Washing machines
Tumble dryers

Refrigerators
Ovens

Drying cabinefs
Mangles

m Professional equipment

Casseroles

Frying tables/grills
Ovens

Food warmers
Drinks machines

Dishwashers
Washing machines
Tumble dryers
Refrigerators and
freezers

Drying cabinefs
Deep-at fryers
Steamers

m Comfort — air

Radiators
Convectors

Air conditioning
Air curtains
Duct heaters

Fan heaters
Storage heaters
Infrared heaters
Frost protection
Sauna heaters

Waterbed heaters

Steam generators

m Comfort — water

Water heaters
Domestic boilers
Pressure washers

Heat pumps
Instantaneous water-
heating elements

m Vehicles and transport

Rear-view mirror
heaters

Engine pre-heaters
Car heaters

Railway switch
(points) heaters

m Process industry/projects

Instantaneous water-
heating elements
Heater batteries

Explosion-proof equip-

menf
Disinfection equip-
menf

Galvanic baths
Temperature control

® Maintenance/spares

Plastic extrusion
equipment

Vacuum tables
White goods spares

m Special

Frequency converters
Brake resistors
Medical equipment

Load resistors
Printing/ photographic
industry
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Contribution
to Group

Net sales
Kijell Ekermo, Operc!mg
Business Area Manager proﬁt

NIBE Heating

is the largest manufacturer of domestic heat-
ing products in the Nordic countries and a
market leader in northern Europe in the elec-
tric water heater and heat pump segments.
Its mission is to supply homes with products
that provide domestic hot water and ensure
a comfortable indoor climate. Over the years
the range has developed from fairly basic
products to high-tech solutions for heating,

cooling, ventilation and heat recovery.

Strategy

NIBE Heating's strafegy is to consolidate its
position as market leader in northern Europe
and to develop its position in the other
European markets. The number of “domestic”
markets will gradually be increased by acqui-
sitions, the establishment of subsidiaries or
the use of other established sales channels.

Objective

NIBE Heafing's objective is growth of af least
20% per annum, half of it organic, and an
operating profit of af least 10% of sales over
a complete business cycle.

FIGHTER 1320 — the heat pump that both

heats and cools large premises.



Objective fulfilment
Growth

40%

30%

0% ===~ -larget = 20%

10%
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Growth p.a. over the past
five years averages 27%.

Objective fulfilment
Operating margin

0%
00 01 02 03 04

Operating margin p.a. over the
past five years averages 12.1%.

Net sales

--Target = 10%

during 2004.
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Net sales rose by 44.7%

Operating profit
MSEK

m Sweden 200
m Abroad

00 01 02 03 04

Operating profit rose by
37.8% during 2004.

Review of 2004

The Swedish market for heat pumps grew fur-
ther from an already high level in 2003. The
overall market expanded for all types of heat
pump, and our markef position was also
strengthened further in several segments.
High electricity and oil prices, combined
with increased construction of single-family
homes and a larger RMI market, were the
main driving forces behind the strong market
growth.

NIBE Heating further strengthened its market
position in the Nordic markets in the water
heater product area through ifs latest acquisi-
tions in Denmark and Finland, and now has
a leading position in a stable market.

Recent years' downturn in the market for
domestic boilers continued in 2004. The
market for oilfired boilers has fallen to a
minimum, and the boiler market is now
made up primarily of products using other
forms of energy.

There was sfrong growth in all of the main
export markefs. Consumer inferest in energy-
saving products is growing all the fime,
which is fuelling growth in heat pumps in
particular.

Following substantial investments in  ration-
alisation and modemnisation, the year has
seen an increase in production capacity in
our units both in Sweden and abroad. A
new assembly shop has been built in Poland
and the new production plant for stainless
steel water heaters is now up and running in
Markaryd, Sweden.

Work with rationalising the operations of the
Danish METRO THERM Group and integrat-
ing them info the NIBE Group has produced
good growth in sales and profits, particularly
in the disfrictheating segment.

In October NIBE acquired the Finnish
Kaukora Group, which currently has annual
sales corresponding to approximately SEK
200 million. The strategy behind the fake-
over is to consolidate NIBE Heating's Nordic
platform in order to provide the best possible

springboard to the rest of Europe.

Outlook for 2005

Residential construction in the Swedish domes-
fic market is expected fo hold at roughly the
same level as in 2004 or rise slightly. The
scope for growing sales of exhaustair heat
pumps is therefore dependent on our own
competifiveness and on growth in the replace-
ment market, which is forecast to increase
slightly.

The Swedish market for ground-source heat
pumps is currently very strong, and the overall
market is expected fo remain af the same high
level throughout 2005. There are sfill many
elderly oilfired heatfing systems in Swedish
properties which will gradually need to be
replaced by, among other solutions, energy-
saving heat pumps.

All the signs suggest that interest in heat
pumps that recover energy from exhaust
air will increase, as this is an interesting

alternative for properties where drilling info
rock or installing a ground collector is not
possible, and where a lower installation cost
is essenfial.

No change is expected in the Swedish market
for water heaters in 2005, while the market
for domestic boilers may decline somewhat
further. The recent addition of districtheating
products complements an already broad
range, and the scope for growth in this area
is believed to be good. Taken all round, this
means that we can now offer a heating solu-
fion for virtually every customer need.

They key to generating sustainable organic
growth lies in giving priority fo NIBE Heating's
infernational expansion. The European market
remains our most immediate concem, and the
potential here is huge in our product areas.
Accordingly, work is already under way on
stepping up product development, making
the necessary technical adaptations to our
products and strengthening the sales organi-
sations in order to facilitate this expansion.

The market outlook is believed to be bright in
most of our established markets, and we have
sef our highest growth targefs in Germany,
Poland, Norway and the UK. Other markets
will also be worked to support our infernation-
al expansion and reduce our dependence on
the Swedish domestic market.

By way of summary, therefore, we can
confirm that we remain confident about our
chances of continued growth both in Sweden

and abroad.
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Ty

Claudio Zec — another satisfied customer who has
saved a great deal of money thanks to a NIBE heat

pump.

INIBE Heating opened its new Marketing & Train-
ing Centre in Markaryd, Sweden, in May 2004.
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Market

Sweden

The Swedish market, NIBE Heating's oper-
afional base, can be divided into two
segments: the consfruction of new single-
family homes and the home improvement
or RMI sector (Renovation, Maintenance,
Improvement), which currently accounts for
the lion's share of sales.

The RMI sector has expanded as consumer
interest in investing in and renovating homes
has increased. Heating alternatives are
coming under increasingly great scrutfiny, not
only in the quest to reduce the cost of living
cost but also in order to improve the indoor
climate. On the RMI side the overall market
for both ground-source heat pumps and air-
to-air and exhaust air heat pumps has con-
tinued fo go from strength to strength, while
the market for domestic boilers has declined
even further.

By contrast there has been some slight
improvement during the year in the market
for electric water heaters, which, by and
large, is also RMI oriented.

Despite low inferest rates over recent years,
the rise in the number of new home starts has
been marginal. In 2004 around 10,700
new private homes were built in Sweden,
which is a relatively low figure both his-
torically and in the broader infernational
perspective. The vast majority of new single-
family homes incorporate heating equipment
based on energy recovery from spent air
within the premises, so called “exhaust air
heat pumps”.

The second major alternative for newly built
homes is district heating. However, this is
more or less confined fo urban centres which
means that, in the first instance, it tends to
be favoured by the owners of large, new
properties. The tofal district heating market
expanded slightly in 2004.

Foreign markets

The sales potential for our products in Europe
is enormous. We may be a leading name
in northern Europe, but we remain merely a
minor player throughout the remainder of the
confinent. As we expand our product range
with new alternatives for both water heat-
ing and domesfic comfort, this will enable

us fo work and sell more successfully in an
increasing number of selected markets.

The latest acquisitions of METRO THERM
and Kaukora have made Denmark and
Finland respectively into our largest foreign
markets, while the fact that the Norwegian
heater manufacturer Haiax forms part of the
METRO THERM Group also means that we
are a much stronger force than previously
in Norway as well. In our Nordic domestic
markets outside Sweden we sell a complete
range of products adapted fo local require-
ments under local brand names. Here sales
of water heaters are stable and the inferest in
heat pumps is increasing continually.

Reinforcing our own sales organisations
in Germany and the Netherlands makes it
possible to work more infensively with the
market in these countries. Despite the fact
the German economy remains weak and
the number of new private homes being built
continues fo fall, interest in energy-efficient
heating products such as heat pumps is ris-
ing. Even so, such alternatives still account
for only a small share of a market in which
gas and oil continue to maintain their domi-
nance.

Our Polish subsidiary, NIBE-BIAWAR, is a
market leader for electric water heaters in
Poland. Several foreign companies have
established a foothold in the country and
competition is exiremely fierce as these jock-
ey for positions and market share. Interest
in heat pumps is increasing here too and
over the past few years we have delivered
a number of heat pumps for major projects.
NIBE-BIAWAR also serves as the basis for
the costeffective manufacture of heating
products in segments that are subjected
fo especially keen price competition in a
number of other European markets.

At present, France, where most homes are
currently heated by electricity or gas, is the
European nation that accounts for the great-
est rate of growth for heat pumps. However,
inferest has been awakened too in countries
such as Ireland, the UK, Austria, the Baltic
states and the Czech Republic, where we
are also represenfed, so the prospects for
future growth look promising.



When it comes to district heating products
the main thrust of our marketing efforts is con-
cenfrated on Denmark, Sweden, Germany,
the UK and the Netherlands.

Industry trends

NIBE is actively involved in the process of
structural rationalisation that is taking place
in the European heating, ventilation and
sanitation industry, an indusiry consisting of
a large number of players of varying sizes.
Our expertise in heat pump technology
together with the breadth of experience we
possess in manufacturing electric water heat-
ers are two decisive factors in this process
that speak loudly in our favour.

Product design and distribution channels dif-
fer from country to country, but most markets
show a clear trend fowards more energy-
efficient, environmentally adapted solutions.
At the same time requirements for ventilation
and heat recovery in newly built properties
are becoming tougher than ever. The pro-
cess of drawing up common standards and
regulations for the entire EU is now under
way, but much remains to be done in a situ-
ation where local norms and conventions sfill
frequently dictate the technical properties of
saleable products.

In @ number of markefs government authori-
fies are imposing measures designed to
reduce the total amount of energy needed
for heating domestic properties. Regrettably,
measures in the form of shortterm subsidies
for different heating alteratives offen create
an imbalance, where the consumer’s choice
is governed by the nature of the grants
and subsidies rather than by any objective
consideration of the inherent features and
properties of the product ifself.

Spiralling electricity and oil prices have
meant that the indusiry’s focus on heating
alfernatives based on these energy sources
has dwindled both in Sweden and most
other European markets.

Increased competition and the pressure on
prices that this brings have seen many com-
panies set up factories in low-cost countries.
With its rafional and recently modernised
plants both in the Nordic countries and in
Poland, NIBE Heating stands well equipped
fo assert ifself in tomorrow’s hotly contested
European market.

Products

NIBE Heating has a wide range of products
enabling end-users to choose a solution that
best suits their needs in the areas of domestic
heating and indoor comfort. Our unique abil-
ity to offer, for example, water heaters with a
choice of three types of corrosion protection
— stainless steel, copper or enamel — under-
scores our resolve to safisfy the personal
requirements of each and every customer.

Sales can be divided info the following six
product areas:

B heat pumps

m domestic boilers

m districtheating products

m water heaters with direct or indirect heat
ing

instantaneous water heaters

the sub-contracted production of non-
corroding pressure vessels

The hallmarks of our products are:

= unsurpassed fechnical performance
= a high degree of innovation

m a competifive price

= high quality

= modem design

In order to live up fo this, we maintain a
sharp focus on the development, production
and marketing chain, while working cease-
lessly 1o increase ifs efficiency.

During the year we have launched a new
generation of ground-source/geothermal
heat pumps on the international market, with
a new control system which enables the
equipment fo be activated by a simple fext
message or via the infernef.

The range of heat pumps for multiple dwell-
ings has been extended with new products
and new control options, while new airto-air
pumps that complement the existing range
with twosstep compressors have also been
infroduced over the past twelve months.

A brand new type of wallmounted water
heater in an innovative new design was
launched at the major trade fair in Stockholm
in March, together with new models of
domestic boilers and upgraded district heat
ing products from METRO THERM.

NIBE HEATING

Sales by geographical market

M Nordic countries  85%
M Rest of Europe 15%

Distribution
End user End user
Installation Wholesaler

or installa-

engineer A 2
tion engineer
Subsidiary/
Wholesaler Bru:clsll ol;flicrye or
importer
SWEDEN EXPORT

Opportunities and threats

+ A very large market outside the Nordic
region

+ Strong brands

+ Broad range of products

+ Europe's most modern heat pump plant
+ Access fo rafional, low-cost production

+ Highly sophisticated in-house product
development

+ Political decisions on energy and the
environment

+ Expansion through acquisitions

- Hoastily infroduced laws, official deci-
sions, energy taxes efc.

- Increased competition

- New technologies outside our current
areas of expertise

- low-price competition

- New distribution channels
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Electronics engineer Fredrik Gunnarsson is one of
many new co-workers at NIBE Innovation.

Average number of employees
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Development process

To satisfy market demands for better energy
efficiency and environmentally sound, cost
effective solutions for heating needs and a
comfortable indoor climate, NIBE Heating is
making ever greater investments in product
development. As part of our ambition to
develop allround solutions that meet every
imaginable customer need with regard to
hot water and a pleasant indoor climate,
we are convinced that our future product
programme must be characterised by:

B improved efficiency and use of energy

B improved control opfions (remofe com-
munication/control)

B converfability (heating in winfer/cooling
in summer)

B recyclability/environmental adaptation
W confinuous improvements in design
|

better allround economy.

A process of continuous improvement and
the rationalisation of product development
are essential if we are to achieve the goals
we have sef for ourselves. We also need to
continually reinforce our team with highly
educated engineers who possess the key
skills required to infegrate tomorrow’s innova-
five solutions info products that are easy to
use and appealing fo look at.

A substantial portion of our development
resources is allocated to the heat pump busi-
ness, where much of the work is innovation-
driven. Market demands are highly varied
and the ambition is to meet different wishes
with a basic concept that is as standardised
as possible, yet offers the potential to make
markef adaptations. Our dedicated develop-
ment centre for heat pumps in Markaryd is
considered fo be of the very highest inferna-
fional class.

The technology for domestic boilers, water
heaters and disfrict heafing control centres
is well established and so resources focus
on developing high quality, costefficient,
environmentally adapted products. Design,
foo, has become an increasingly significant
feature for end-users.

Environmental considerations are crucial,
especially for domestic boilers where opti-
mising combustion and minimising emissions
are important criteria in the development
process.

During the year NIBE Heating has confin-
ved to reinforce its development resources
via a two-pronged strategy that involved a
maijor recruitment campaign to attract highly
qualified new talent and the extension of
fest facilities and laboratories in Markaryd.
In 2005 these initiatives will be followed
up with more new recruitments and further
expansions to existing premises.

Production

We have eight production plants in Sweden,
Poland, Denmark, Norway and Finland,
all of which are continuously engaged in
rafionalising production and modernising pro-
cesses by investing in new machinery and
production equipment.

Major investments have been carried out over
the past three years at the plant in Markaryd,
Sweden, which is NIBE Heating's largest.
In 2004, for example, these resulted in the
complefion of a tofally new, fully automated
production line for sfainless steel water heat
ers, which has now been put info service.

Ongoing investment in the Polish factory,
such as the completion in 2004 of a new
assembly shop, is aimed at rationalising the
manufacture of products for the Polish market
and segments in other prioritised markets that
are subject fo fierce competition on price.

A review of our manufacturing methods is
being undertaken within the Group in order fo
opfimise the production process. The strategy
of building up a number of manufacturing
units, each highly skilled in its own specialist
area, has dlready produced positive effects,
both in ferms of production control and man-
agement, productivity and, not least, quality.



A NIBE heat pump blends discreetly
into the background in the ufility room.
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Niklas Gunnarsson, Operating
Business Area Manager proﬁi

NIBE STOVES

NIBE Stoves

is the biggest manufacturer of wood-burning
stoves in Sweden and the clear market leader
in the country. Its mission is to supply the
market with attractively designed, value-for-
money solid fuel stoves and chimney systems
developed and manufactured with genuine

concern for the natural environment.

Strategy
NIBE Stoves' strafegy is to supply a wide
and complete range of wood-buming prod-

ucts in order fo confirm and consolidate its

position as the market leader in Sweden.
Foreign sales currently constitute approxi-
mately one third of tofal sales and the ambi-
fion is that this will rise to at least 50% of the
business area’s fotal eamings over the next
few years.

Objective

The business area'’s objective is growth of at

least 20% per annum, half of it organic, and
an operating profit of at least 10% of sales
over a complete business cycle.

e - Contura 570 with its elegant black glass
' : = : surround has become a popular frendsetter.
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Objective fulfilment
Growth

Objective fulfilment
Operating margin
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Operating profit
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Growth p.a. over the past
five years averages 28%.
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Operating margin p.a. over the
past five years averages 17.2%.
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Net sales rose by 45.1%
during 2004.

Il Sweden
m Abroad
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Operating profit rose by
72.5% during 2004.

Review of 2004

In Sweden demand for wood-buming prod-
ucts has been very strong and the market as
a whole is expected to remain at the same
high level as last year. The reasons for this
are a combination of the generally good
state of the economy, high energy prices
and a keen interest among homeowners for
renovating their properties.

Our own share of the market has risen sig-
nificantly over the past twelve months. This
owes much fo the appeal of our product
range and to aggressive markefing meas-
ures, partficularly during the autumn, which is
our peak season for sales.

In Norway there has been a slight downturn
in the market compared with last year's
record levels. Our own sales, however, have
risen sharply as we have captured new
shares on this market as well.

In Germany interest in wood-burning prod-
ucts is slowly but surely beginning fo recover
from what has long been a relatively low
level. For our part, this, together with the fact
that we have a product range well suited to
the German market, has resulted in a highly
positive development in sales.

We infensified our markefing measures in
Denmark in 2004, and here too the results
have been reflected in a sharp rise in sales.
Sales in other fargeted markets in Europe
have also developed positively during the
year.

Thanks to high levels of production during
the first six months of 2004 which enabled
us to stockpile products as planned in prepa-
ration for our second-half sales peak, the
delivery situation has remained satisfactory
throughout the year. Production capacity has
also risen gradually over the period as a
result of further investments in equipment.

Very sfrong growth in volumes — 100%
organic — in combination with high levels of
capacity utilisation in our production plants
has made a significant contribution to this
year'’s strong operating result.

After many twists and turns, the story of our
minority stake in Jetul is now definitively over,
as the shares were sold during the year.

Outlook for 2005

We expect the strong demand for wood-
burning stoves in Sweden fo continue in
2005. A number of new models due to
be launched during the first half of the year
will make our already strong product range
even broader. Together with wellknown
brands and the intensive marketing efforts
of recent years, this will provide a platform
for further consolidating our position as the
market leader.

The potential for sales growth in other mar-
kets is believed to be good. Not only has
our product range gradually been adapted
fo infernational requirements and expecta-
tions, but our dealer network is also steadily
expanding info new markes.

These various factors, combined with the
fact that investments in production equip-
ment and personnel have given us a sig-
nificantly greafer production capacity than
we had just twelve months ago, lead us to
believe that the outlook for continued sales
growth is bright.
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NIBE STOVES

INIBE Stoves’ products are fested prior to envi-
ronmental certification by Henrik Persson at the
Swedish National Testing & Research Institute.

Bo Dehlin tests a wood-burning stove before it
the factory.
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Market

Sweden

The market for woodbuming stoves tends
to follow the business cycle, with sales of
capital ifems rising during fimes of economic
prosperity. However, energy prices and gov-
emment energy policies also impact on
sales. Demand for wood-burning stoves has
increased constantly since the mid 1990s
as a result of escalating energy costs and
economic policies that have given Swedish
households greater scope for consumption.

While the main bulk of sales is still to home-
owners and people with weekend cottages,
sales to new housing are rising constantly
as more and more housebuyers choose a
wood-burmning stove as an additional source
of heat for their new home.

Thanks to its broad and comprehensive
range of products, NIBE Stoves is the undis-
puted market leader in Sweden. Our aim
is to defend and sfrengthen this position by
vigorous markefing and a sfeady sfream of
affractive, new products.

Foreign markets

Demand varies from country fo country in
terms of product design, materials and tech-
nology. The Swedish market is dominated
by lightweight stoves in steel plate with
a Swedish or, increasingly, infernafional
design. Finnish consumers tend to favour
the heavy, heatretaining sfoves finished in
stone or tiles, while the Norwegians prefer
castiron models or castiron inserts with a
masonry surround. Germans and Danes
share basically similar tastes for lightweight,
steelplate stoves with contemporary styling.
Such disfincfive variations in tasfe are gener-
ally the result of the fact that a specific style
has been established in a market by domes-
fic manufacturers.

Demand in our export markets is governed
by the same faclors as those in Sweden. In
the Nordic countries, where electricity serves
as the source for a relatively large proportion
of heating needs, demand tends to be driven
by the price of electricity, whereas in many
other European countries it is dependent on
the price of gas or oil. While the frailty of
the European economy over recent years has
had a negative impact on demand, our own
sales have developed highly positively on all
the markets where we are active.

Fortunately, several markets are now showing
a much greater willingness than before to
accept new products in a new design from
foreign manufacturers.



Industry trends

Over the past ten years the structure of the
Swedish market has been fofally transformed
from a large number of small manufacturers
to a handful of big names. NIBE has been
a driving force behind this development,
acquiring many of the markef's bestknown
brands and sefting a trend among competi-
fors to build up large ranges 1o cater for all
tastes.

In our neighbouring Scandinavian markets,
however, the situation is somewhat dif-
ferent: Norway has only a few domestic
stove-builders and the market is dominated
by just one big name, Finland has several
foir|y |0rge companies, mosﬂy spedohsing
in heavy, warm-body sfoves, while Denmark
has many small or medium-size manufactur-
ers, almost all of them producing stoves in
steel plate and many with a long fradition
of supp\ymg the German market. There are
also a number of manufacturers of all sizes
in Central Europe, for whom wood-burning
stoves are just one of many different types of
produd in their range. It seems |i|<e\y, there-
fore, that there will be some kind of structural
change on several European markets in the
near future.

The trend in most markets is a move away
from big, bulky, heataccumulating products
towards relafively inexpensive, lightweight
stoves. It is here that we believe fomorrow’s
growth is to be found — in the product seg-
ment where companies have proved their
ability to offer modem design in combina-
tion with a competitive price.

Today most companies producing wood-
burning stoves invest in their own product
development, but some successful mod-
els are plagiarised, produced in low-cost
countries and sold at low prices, first and
foremost by the big European multiples. This
suggests that in future it will be more than
product technology alone that determines a
manufacturer's success. The longterm plan-
ning of a company, its financial stability,
environmental reputation and ability to show
the proper concem for its dealers and end-
customers will all grow in significance over
the years fo come.

Products

The NIBE Stoves product range is based on
products with a Scandinavian design that
have been adapted fo the needs and expec-
tations of targeted foreign markets in ferms
of both styling and fechnology. The range
comprises five different product groups:

B Wood-burning stoves, with or without
surrounds in soapsfone, tiles, etc.

B Masonry stoves
m Castiron sfoves
m Tiled stoves

m Stove inserts

Our brands and trademarks, which send out
certain signals about product quality to our
customers, will also become increasingly
important. Today NIBE Stoves owns several
wellknown and highly respected brands and
has a clear strategy for sirengthening, infe-
grating and developing these in the future.

We develop and sell our own products
under the Handél, Contura, Cronspisen and
Roslagsspisen brands, and we also have
sole rights in Sweden for the sale of products
from the Danish manufacturer, Morsa, which
enjoys a dominant position in its own domes-
fic market. As these brands are so sfrong,
particularly on our domestic market, all have
been duly protected as trademarks.

For customers who do not already have a
chimney in their homes, NIBE offers a com-
plete modular chimney system which has
been specially designed for use with sfoves

sold by NIBE.

This easily assembled system in stainless steel
can be installed without the need for an exist-
ing chimney flue and is also the alternative
which offers the best value for money on the
Swedish market.

There is a clear frend towards products
becoming more and more similar throughout
Europe in ferms of function and design. We
believe that the current, international design
trend for lightweight fire-boxes with unclut-
tered lines and large expanses of glass will
gain ground on all of our sales markets. This
is proved not least by the sales successes of
our latest launches of stoves incorporating
this kind of design.

NIBE STOVES

Sales by geographical market

B Nordic countries  84%
B Rest of Europe 16%

Distribution
End-user End-user
Dealer Dealer
SWEDEN EXPORT

Opportunities and threats

+ Sales potential in some segments of the
domestic market

+ Very large export market

+ Strong, in‘house product development
+ Strong brands

+ Broad range of products

+ Many different types of products satisfy
a broad cusfomer segment and mini-
mise exposure fo risk

+ Rational production

+ Expansion through acquisitions

- Hastily infroduced government energy
policies

- Local authority decisions on restrictions
relating to wood-burning products

- low-price competition

- General economic climate
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NIBE STOVES

Lars Liining of the Eldabutiken store in Malmé is just
one of many successful distributors of NIBE Stoves in
Sweden.

Average number of employees

200
150
100

50
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Development process

NIBE Stoves has a long fradition of prod-
uct development. Substantial resources are
allocated to developing combustion techno-
logy, primarily to minimise the impact of our
products on the environment and to improve
their efficiency.

As proof of this, NIBE Stoves has become
the first stove manufacturer in Sweden fo
have a number of ifs products “P-marked”
in accordance with criteria for enhanced
quality and environmental cerfification drawn
up by SP (the Swedish National Tesfing and
Research Institute]. These guarantee that the
stove’s heat output can be regulated and that
the stove produces low emissions and deliv-
ers high efficiency.

Moreover, our products have consisfently
shown the highest rate of heating efficiency
in comparison with competing products in a
number of officially conducted performance
fests in Sweden.

Product design accounts for much of our
development work, as fashions in wood-
burning stoves tend fo reflect home fumish-
ing trends. To this end, our development
department works in close collaboration
with external industrial designers in Sweden
and abroad.

To maintain an atiractive and  profitable
range in both the short and the long term,
development projects are created around
both existing fireboxes and tofally new
combustion chambers and models. We have
a very clear strategy goveming what we
believe a successful range of models should
look like, and the sales performance of all
our models is continuously assessed with an
eye fo profitability.

The general trend is for new models to be
developed and launched with increasing
rapidity, and thanks fo our rational product
development process, where much of the
work is carried out in a 3D computer environ-
ment supported by prototype festing in our
state-of-the-art laboratory, we have been able
to reduce development times significantly.

As we owe much of our success to the
appeal of our designs among consumers,
we endeavour always fo profect the design
of new models by registering them with the
relevant authorifies.

Production

The majority of our own products are made
at the company’s modern production plant
in Markaryd, inaugurated just a few years
ago. The facilities here are continually being
updated and adapted to enable us to manu-
facture our new models with the greatest pos-
sible efficiency and this, fogether with invest-
ments in new production equipment, has led
fo a considerable expansion in production
capacity and improvements in productivity.

Cronspisen filed stoves are manufactured
at a separate facfory in Emmaboda in the
south of Sweden as the production process
is entirely different to that for our other wood-
burning sfoves.



A wood-burning stove from NIBE
adds extra character to a home.




ADMINISTRATION REPORT Five-year Review

Leif Gustavsson, Financial Director

Income Statements

The Board of Directors and Managing
Director of NIBE Industrier AB (publ),
corporate identity number 556374-
8309, with its registered office in the
Municipality of Markaryd, Sweden,
hereby present their annual report for
the company and the NIBE Group for
the 2004 financial year. (Figures in
brackets relate to 2003.)

Principal activities

NIBE Industrier is a European heat
ing technology company whose busi-
ness operations are organised in three

separate business areas: NIBE Element,
NIBE Heating and NIBE Stoves.

The Group has more than 4,000 employ-
ees and conducts business operations in
around a dozen counfries in Europe,
Asia and North America.

The legal structure of the Group consists
of a number of subsidiaries, who run
their own operations via their own com-
panies or branch offices.

The operations of the parent company,
NIBE Industrier AB, constitute group
support functions such as financing, cur-
rency management, corporafe acquisi-
fions and new establishments together
with financial management and other
policy issues.

Consolidated Income
Statement

Income Statement over five years
Over the post five years sales and profits
have risen steadily. The farget has been
annual growth of 20%, preferably split 50-
50 between organic and acquired growth.
During the five-year period 2000-2004,
sales have risen from SEK 1,168.2 mil-
lion to SEK 3,161.0 million. This is partly
the result of organic growth and partly the
consequence of an aggressive acquisitions
strategy that has seen the Group take over
around 25 companies and lines of busi-
ness.

Over the period, growth has averaged
22.0%, of which 12.4% is attributable
fo organic growth and 9.6% to acquired
sales.

The profit farget has been for each of the
Croup's business areas to achieve, on aver-
age, an operating margin of at least 10%
over a business cycle, and for the Group's
return on equity to average 20%.

Averaged out over the fiveyear period,
operating margins for the Group’s business
areas are 5.6% for NIBE Element, 12.1%

for NIBE Heating and 17.2% for NIBE
Stoves.

Over the same period, the Group's return
on equity has averaged 25.7% excluding
refunds from the SPP pensions fund, and
26.1% including these refunds.

(in millions of SEK) 2004 2003 2002 2001 2000
Net sales 3,161.0 2,451.1 1,944.2 1,677.1 1,304.2
Cost of goods sold -2172.1 -1,736.3 - 1,389.3 - 1,242.7 - 059.5

Gross profit 988.9 714.8 554.9 434.4 344.7
Selling expenses - 4941 - 360.5 -281.0 -221.5 -1759
Administrative expenses -177.5 -144.8 -108.3 -92.3 -6/7.5
liems affecting comparability ) - - - +174
Other income +23.3 +24.3 +12.1 +13.6 +12.3

Operating profit 340.6 233.8 177.7 134.2 131.0
Net financial items +11.8 -16.0 -22.7 -11.9 -7.0

Profit affer net financial items 352.4 217.8 155.0 122.3 124.0
Tax -96.0 -729 -497 -38.9 -379
Minority participation in profit/loss after tax -1.1 -0.5 +0.4 +0.2 -

Net profit for the year 255.3 144.4 105.7 83.6 86.1
Includes the following amounts for depreciation according fo plan 121.3 89.5 70.9 58.7 46.3

1] Refers to premium surplus from SPP pension insurance.
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Income Statement 2004

Sales

The Group's net sales rose by 29% to SEK
3,161.0 million (2003: 2,451.1 million),
with volumes rising in all three business
areas. The 8.3% rise for NIBE Element con-
sisted of 4.5% organic growth and 3.8%
acquired. For NIBE Heating the increase
was 44.7% —=16.2% organic and 28.5%
acquired — while the 45.1% improvement in
the figures for NIBE Stoves was affributable
solely to organic growth.

The Group's nef sales outside Sweden rose
by 30.6% or SEK 402.0 million to SEK
1,715.0 million (SEK 1,313.0 million).
As such, net sales abroad accounted for
54.3% [53.6%) of total net sales. Group
net sales in the Swedish market climbed
by 27.1% to SEK 1,446.0 million (SEK
1,138.1 million).

Organic growth accounted for SEK 355.4
million of the fofal SEK 709.9 million
increase in Group net sales. The remaining
SEK 354.5 million came from acquisitions,
with SEK 40.8 million of this figure attribut-
able to NIBE Element and SEK 313.7 mil-
lion to NIBE Heating.

Operating profit

Group operating profit for 2004 rose to
SEK 340.6 million, an increase of 45.7%
on last year's figure of SEK 233.8 million.
The operating margin was 10.8% (9.5%).

The greatest increase in operating profit
was the SEK 55.1 million reported by NIBE
Heating, an improvement of 37.8% on the
previous year. The greatest proporfional
increase was the 72.5% reported by NIBE
Stoves, which corresponded fo an extra
SEK 42.9 million in eamings. Profits for
NIBE Element rose by 28.6% or SEK 11.8
million.

Goodwill

Operating profit was charged with goodwill
amortisation of SEK 24.8 million (SEK 19.1
million).

Divided up business area by business area,
this equates to SEK 15.3 million for NIBE
Element, SEK 8.6 million for NIBE Heating
and SEK 0.9 million for NIBE Stoves.

Goodwill for operations acquired during
the year is included from the date of the
acquisition.

Profit after financial items

Profit ofter financial items rose by 61.8% to
a figure of SEK 352.4 million (SEK 217.8
million), equivalent fo a net profit margin of
11.1% (8.9%). Net interest income for the
Group was SEK 11.8 million as opposed
fo a net inferest expense of SEK 16.0 mil-
lion in 2003. This improvement is due to
the sale of the Group's 21.7% stake in Jatul
ASA on 1 September 2004. The purchase
sum consisted of an initial consideration
and an additional consideration. This addi-
tional consideration, to be paid by 30 June
2005 at the latest, is contingent on how
large a portion of the agreed guaranteed
amount it will be necessary to use. Only the
initial consideration is enfered under finan-
cial income. As the sale involved a capital
gain of af least SEK 37.5 million, this figure
will be added to financial income over the
reporfing period.

Tax

The tax charged for 2004 amounted fo SEK
96.0 million [SEK 72.9 million), equivalent
to an effective tax rate of 27.2% (33.5%).
The nominal tax rate in Sweden is 28%. The
main reason for the lower effective tax rate
is the non-taxable capital gain on the sale
of the shares in Jetul.

Net sales 2000 - 2004

MSEK

3,000 [ | Sweden

M Abroad

Net sales rose by
29.0% in 2004.

excl SPP
incl Spp

Operating profit
rose by 45.7% in
2004.
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Profit after financial items
2000 - 2004

MSEK

excl SPP Il
incl SPP Il

Profit after financial
items rose by 61.8%
in 2004.
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Balance Sheets

Consolidated Balance Sheet and Key Ratios

Balance Sheet over five years
Over the fiveyear period 2000 - 2004
the balance sheet total has risen from SEK
734.3 million to SEK 2,471.6 million.

Inventories and current receivables, which
consist mainly of accounts receivable relat-
ing fo trade, make up approximately 50% of
the balance sheet fotal. Both these items are,
in principle, directly related to sales, and,
thereby, to growth. Infangible assets consist
chiefly of goodwill arising in connection with
the acquisition of companies or operations.
Standard depreciation for goodwill is over
10 years, but strategic acquisitions may be
written off over 20 years. One such strategic
acquisifion is the fakeover of Kaukora OY
carried out in 2004. All acquired goodwill
apart from that in conjunction with the take-
over of the METRA and Kaukora Groups is
being depreciated over 10 years.

Provisions relate mainly to pension liabilities,
guarantee risk reserves and deferred taxo-
fion. longterm and current interestbearing
liabilities are exclusively loans from banks
and other financial insfitufions. In the lat

est fiveyear period these have risen from
SEK 139.5 million to SEK 790.8 mil-
lion. The increase arose partly through the
expansion of exisfing units in the NIBE
Group, and partly through inferestbearing
liabilities already incurred by companies
or operations acquired. Almost 80% of
current non-interestbearing liabilities, which
have increased from SEK 185.8 million to
SEK 586.9 million over the past five years,
consists of accrued expenses and fradifional
trade creditors, both of which are directly
related to the expansion of the business.

The Group's target is for equity ratio not to
fall below 30%. Over the five-year period,
equity/assets ratio has averaged 37.9%.

Balance Sheet 2004

Equity ratio and return

The Group's equity rafio at the yearend was
35.0% [2003: 34.6%). The Group's equity
including minority shareholdings in other
companies fofalled SEK 868.5 million [SEK
6491 million).

(in millions of SEK) 2004 2003 2002 2001 2000
Intangible assets 280.2 191.6 99.7 84.8 /7.5
Tangible assets 8757 659.3 426.9 394.5 303.6
Financial assets 10.6 47.2 43.4 26.2 10.2

Total fixed assets 1,166.5 898.1 570.0 505.5 391.3
Inventories 690.2 445.6 3777 331.6 289.8
Current receivables 5254 443.3 306.1 289.2 232.2
Investments 0.9 2.3 0.9 3.1 0.7
Cash and bank 88.6 81.5 6/7.1 53.4 34.3

Total current assets 1,305.1 972.7 751.8 677.3 557.0

Total assets 2,471.6 1,870.8 1,321.8 1,182.8 948.3
Equity 865.2 646.9 553.2 483.2 403.9
Minority participation 3.3 2.2 1.2 3.0 4.4
Provisions 191.3 160.8 124.2 102.4 92.0
Long-erm liabilities. non-interestbearing 34.1 6.5 7.4 0.2 0.2
Long-erm liabilities. interestbearing 708.6 576.1 29048 274.1 190.5
Current liabilities. non-inferestbearing 586.9 422.6 299.6 282.7 237.3
Current liabilities. interestbearing 82.2 55.7 41.4 37.2 20.0

Total equity and liabilities 2,471.6 1,870.8 1,321.8 1,182.8 948.3
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The Group’s target is for a longferm refurn
on equity of 20%. During 2004, refurn on
equity was 33.6% (26.1%). The refurn on
capital employed was 25.8% (21.8%). For
the business areas, the profitability target is
that the operating margin over a complete
business cycle should average at least 10%

for each profit centre. The operating margin
in 2004 for NIBE Element was 4.6% (3.9%),
for NIBE Heating 12.6% (13.2%), and for
NIBE Stoves 22.6% (19.0%). The operating
margin for the Group as a whole was 10.8%

(9.5%).

Cash equivalents

The Group's cash equivalents at the end of
2004 amounted to SEK 88.6 million (SEK
81.5 million), to which should be added
unutilised bank overdraft facilities totalling
SEK 296.8 million (SEK 259.1 million).
During the year, the Group's overdraft facili-
ties were reduced by SEK 2.3 million.

Key ratios 2004 2003 2002 2001 2000 20002
Net sales MSEK 3,161.0 2,451.1 1,944.2 1,677.1 1.304.2 1.304.2
Growth % +29.0 +26.1 +15.9 +28.6 +11.6 +11.6
Profit after net financial items MSEK 352.4 217.8 155.0 122.3 106.6 124.0
Net investments in fixed assets MSEK 305.1 350.6 136.3 151.0 124.6 132.9
Gross margin % 14.6 13.2 12.8 11.5 12.3 13.6
Operating margin % 10.8 9.5 9.1 8.0 8.7 10.0
Net profit margin % 11.1 8.9 8.0 7.3 8.2 9.5
Capital employed MSEK 1,681.0 1,307.5 918.0 823.7 629.4 641.9
Equity MSEK 865.2 646.9 553.2 483.2 391.4 403.9
Return on capital employed % 25.8 21.8 20.8 19.0 20.9 23.7
Return on equity % 33.6 26.1 21.5 19.9 21.3 24.3
Return on fotal assefs % 17.8 15.2 14.4 13.1 14.1 16.0
Asset turnover times 1.46 1.54 1.55 1.57 1.57 1.55
Equity/assets ratio % 35.0 34.6 41.8 40.8 42.0 42.6
Proportion of risk-bearing capital % 39.8 39.6 47 .4 46.4 48.3 48.7
Operating cash flow MSEK 120.3 15.6 32.9 14.7 -13.3 -8.7
Interest cover times 11.6 9.6 7.0 8.1 11.1 12.8
Interestbearing liabilities /Equity % 93.9 101.8 65.7 69.9 59.7 57.8
Average number of employees 3,755 2,881 2,444 2,183 1,617 1,617

1 Excluding SPP premium refunds

Definitions

Growth
Percentage change in net sales compared
with previous year.

Gross margin
Operating profit before depreciation as a
percentage of net sales.
Operating margin
Operating profit as a percentage of net sales.
Net profit margin
Pretax profit as a percentage of net sales.
Capital employed

Total assets minus non-interestbearing liabili-
ties and deferred fax.

2l Including SPP premium refundis

Equity

Taxed equity plus untaxed reserves minus tax.

Return on capital employed

Profit after net financial items plus financial expens-
es as a percentage of average capital employed.

Return on equity

Profit affer net financial items minus tax at standard
rafe (28%) as a percentage of average equity.

Return on total assets

Profit after net financial items plus financial
expenses as a percentage of average balance
sheet fotal.

Asset turnover

Net sales divided by the average balance sheet
fotal.

Equity/assets ratio

Assefs as a percentage of balance sheet total.

Proportion of risk-bearing capital

Equity, including minority participations and
deferred taxes, as a percentage of the balance
sheet fotal.

Operating cash flow

Cash flow affer investments but before the acquisi-
tion of companies/businesses.

Interest cover

Profit after net financial items plus financial
expenses divided by financial expenses.

Interest-bearing liabilities / Equity

Interestbearing liabilities as a percentage of

equity.
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Cash Flow Statements

Consolidated Cash Flow Statements

Cash Flow over five years

Cash Flow before changes in working
capital

Over the latest fiveyear period, cash flow
from daytoday operations has shown a
positive frend.

Working capital

The Group requires that working capital,
measured as currenf assefs minus current
liabilities, is within the range of 20-25% of
sales for all units. Over the past five vears,
the Group's working capital has averaged
around 21% of sales.

Investment in existing operations
Between 2000 and 2002 investment in exist-
ing operations was at a level of around SEK
100 million, rising to SEK 170-180 million
over the past two years. Most of these invest
ments have been in the Group’s plants in
Markaryd, Sweden, where most of the pro-
duction facilifies for NIBE Heatfing and NIBE
Stoves are located. Investments have also
been made in the Polish element factories.

Acquisition of businesses

Over the years, NIBE Industrier has pursued
an aggressive acquisitions strategy. In the
five years up fo the end of 2004, 25 take-
overs of companies and lines of business
have been made, of which fourteen relate
to the NIBE Element business area, nine to
NIBE Heating and two to NIBE Stoves. It
is the company’s infention fo continue its
acquisitions strategy in the future.

Financing

In connection with the company’s flotation
on the Stockholm Stock Exchange in 1997,
a new issue was made, which realised SEK
79.1 million. The funds from the new issue,
together with internally generated cash flow
and fraditional bank financing, were used
for acquisitions and investment in existing
operations over the five-year period.

Shareholders’ dividends

NIBE Industrier aims o pay share dividends
of 25-30% of the net profit for the year
after full tax. Over the most recent five-year
period, share dividends have accounted
for between 27.6% and 30.5 % of the nef
profit for the year after full tax, excluding
the effect of any premium refunds from the
SPP pensions insurance scheme.

(in millions of SEK) 2004 2003 2002 2001 2000
Cash flow before change in working capital 381.8 240.7 176.0 134.5 139.3
Change in working capital -82.0 -54.7 -34.5 -11.6 -48.6
Cash flow from operating activities 299.8 186.0 141.5 122.9 90.7
Investments in current operations -179.5 -170.4 -108.6 -108.2 -99.4
Operating cash flow 120.3 15.6 329 14.7 -8.7
Acquisition of companies - 125.6 - 180.3 -277 -42.8 -33.5
Cash flow after investments -53 - 1647 5.2 -28.1 -42.2
Financing 54.8 212.9 34.6 67.4 59.5
Dividend to shareholders -43.4 -32.3 -25.0 -22.0 -17.6
Cash flow for the year 6.1 15.9 14.8 17.3 -0.3
Liquid funds at the beginning of the year 81.5 67.1 53.4 34.3 34.1
Exchange rate difference in liquid funds 1.0 -1.5 - 1.1 1.8 0.5

Liquid funds at year-end 88.6 81.5 67.1 53.4 34.3
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Cash Flow 2004

Cash Flow from day-to-day activities

The consolidated cash flow for 2004 after
changes in working capital amounted to
SEK 299.8 million (SEK 186.0 million).

Investment

Group acquisitions of subsidiary compa-
nies/lines of business fotalled SEK 125.6
million (SEK 180.3 million). Investment in
existing units fofalled SEK 179.5 million (SEK
170.4 million), allocated as follows:

Acquisitions
During 2004 three acquisitions were made,
all outside Sweden:

NETEK, Denmark with annual sales of around
SEK 13 million, consolidated with effect
from January 2004. The agreement was
signed shortly before the end of 2003.

Sheated Heating Elements Ltd, Gt. Britain, with
annual sales of around SEK 50 million, con-

solidated with effect from July 2004.

The Kaukora Group, Finland, with annual
sales of around SEK 200 million, consoli-

(in millions of SEK] 2004 2003 dated with effect from October 2004.

Machinery and equipment 127.3 928

Properties 57.1 41.0

Cossmdion in progress 116 108 Cash flow effect of acquisitions

Sale of associated company -39.5 - (in millions of SEK] 2004 2003

Other fixed assets 23.0 16.8 Infangible assets -944 -991

179.5 1704 Tangible assets -102.4 -161.0

Financial assets -30 -26
Current receivables -790 -783

Consequently, cash flow after invest Inveniories 624 855

ment activities was SEK =5.3  million Cash and bank -83 -79

(SEK =164.7 million). Provisions 3.9 257

Operating cash flow [i.e. after investments, Habiltes 2117 2205

but excluding acquisitions of subsidiary Purchase price =1339 -187.5

companies/lines of business| totalled SEK
120.3 million (SEK 15.6 million).

Credits from finance institutions and
pensions funds etc.

(in millions of SEK)

Loans with floating interest and
repayments over 10 yrs 706.2 507.2

Utilised portion of overdraft
facilities with floating interest rate~ 84.6 124.6

Pensions provisions 217 265
Total interest-bearing liabilities 812.5 658.3
Unutilised overdraft facilities 296.8 259.1
Total credit available 1,109.3 917.4

2004 2003

The Group's total inferestbearing liabilities
at the yearend amounted fo SEK 812.5
million (SEK 658.3 million). The average
interest expense for the total of interestbear-
ing liabilities was 4.4% (4.6%).

The Group's net liabilities, which consist of
interestbearing liabilities minus cash and
bank and shortferm investments tofalled SEK
723.0 million (SEK 574.5 million).

Cash equivalents in
companies acquired 8.3 7.2

Effect on the Group's cash

and cash equivalents -125.6 -180.3

Investments in fixed assets
2000 - 2004

MSEK

350

300

00 01 02 03 04

Operating cash flow
2000 - 2004

00 01 02 03 04
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Risk Management

Dependence on customers

All three business areas work with a wide
range of cusfomers. None are so depend-
enf on any one cusfomer or group of cus-
tomers that the loss of that customer/group
could seriously impair the profitability of the
business area in question.

Bad debt losses

In operations where goods or services are
supplied against subsequent payment, bad
debt losses cannot be completely avoided.
To minimise the risks, Group policy includes
undertaking annual credit assessments for
regular customers. The credit period s
normally 30 days, although regional varic-
tions do occur, with shorter or longer credit
periods.

In our opinion, the Group has a highly
effective system of credit safeguards, which
have consistently ensured that the Group
has not been affected by bad debt losses
to any significant extent.

Dependence on suppliers

All' components in the products sold by the
Group's three business areas are manu-
factured by a large number of suppliers in
Europe and the rest of the world. When
selecting suppliers, a thorough review is
made of the supplier's ability fo meet the
Group’s requirements. We always have
alternative suppliers for all the components
we use.

In our judgement, the Group would not suffer
any serious harm as a result of an individual
supplier being unable to meet our sfipulated
requirements.

Material prices

A fairly significant proportion of the NIBE
Group's products consist of materials priced
in US dollars and quoted on the London
Metal Exchange. In order to counteract over-
dependence on individual currencies and
markets, it is Group policy fo globalise the
purchasing process wherever possible and
fo hedge the price of key raw materials by
continually reviewing the need for raw mate-
rial derivatives.

Other operating expenses
Other operating expenses follow price frends
in the markets in which the Group operafes.

Currency risks

Day-to-day transactions

A tofal of 68.1% (2003: 66.6%) of Group
invoicing from Sweden is in Swedish kronor
[SEK]. In accordance with the company's
financial policy, for invoicing and purchas-
ing denominated in any other currency, the
Group hedges the estimated future net flow
over the year for a period of 6=12 months.
The fotal net flow of foreign currency frans-
lated into Swedish kronor (SEK) in 2004 was
approximately SEK 323 million. The largest
net inflows during the year arose in euros
[SEK 204 million) and in Norwegian kroner
[SEK 104 million), while the largest outflow
was in Danish kroner (SEK 27 million).

Translation of currencies

The most significant impact of exchange rate
fluctuations on the consolidated results stems
from the translation of the results of foreign
subsidiaries. Appreciable effects are attribut-
able in particular to EUR, DKK and PLN.

When foreign net assefs are franslated info
SEK, translation differences arise, and these
are recognised as a separate component of
the Group’s equity. Both direct and indirect
investments abroad should, therefore, as
far as possible, be financed in the same
currency, in accordance with the Group's
finance policy.

The value of foreign net assets in the con-
solidated balance sheet as at 31 December
2004 was approximately SEK 491 million,
of which SEK 175 million represented net
assets in EUR, SEK 131 million in DKK, SEK
72 million in NOK, SEK 63 million in PLN,
SEK 32 million in CZK, SEK 13 million in
GBP and SEK 5 million in USD translated
into SEK.

If the SEK falls by 1% against the named cur-
rencies, the Group's equity would increase
by SEK 4.9 million. If the SEK rises by 1%
against the named currencies, the reverse
would apply.



Interest rate risks

Group inferestbearing liabilities amounted
to SEK 812.5 million at the yearend. The
average interest rate was 4.4%. A change
in interest rates of +1%, with liabilities oth-
erwise remaining constant, would affect the
Group’s results by + SEK 8.1 million.

In accordance with the Group's finance
policy, the average fixed interest terms for
loans shall, as far as possible, be balanced
against the fixed term of the incoming cash
flows.

Sensitivity analysis

The Group is exposed to a number of risk
factors that affect eamings trends. Several of
the risks are outside the Group’s control. The
table on the right shows the effect of a vari-
ety of changes on the Group's result, based
on the income statement for 2004.

Future capital requirements

The Group's cash flow is good, and is
expected 1o remain so. This is, of course,
highly significant for the Group's ability fo
carry out any necessary investment activities
and fo ensure that other commitments can be
fulfilled. The Group also has an acquisitive
policy with regard to takeovers. The policy
aims at growth of 20% per year, of which
half is to derive from organic growth and
half from acquired operations.

In any particular year, the total capital
requirement may exceed infernal cash flow.
It is expected that any shortfall will be met
partly through the traditional banking system
and partly through the stock market.

The Group’s finance policy contains targets
fo minimise the risk of increases in the cost
of the long and shortterm financing of the
Group's operations. The longferm fargets
are that the Group's equity ratio should not

fall below 30%, and that the average loan
ferm should not be less than two years. In
addition, the due dates for loans should, as
far as possible, be spread evenly over fime.
The shortterm goals are that the Group's dis-
posable cash and cash equivalents, includ-
ing shortterm investments, should only under
exceptional circumstances fall below 5% of
the Group’s sales.

Risks relating to disputes over
patents and other matters

The Group holds few patents and only for
components which form part of ifs finished
products. However, NIBE does have a
number of registered designs and registered
trademarks. As far as we are aware, we
have not infringed any third party’s patent.
None of the Group's operating companies
is involved in any material legal disputes.

Other risks

It is our considered opinion that the Group
has adequate cover in respect of traditional
insurance risks such as fire, theft, liability and
so on. The excess on our policies is between
one and five fimes the so called “basic
amount” prescribed in Sweden for calculo-
fions of this kind.

Within the Group's product areas, there is
always a risk that a series fault could lead
fo product recalls, through faults in materials
or for other reasons. These risks are mini-
mised by the fact that the majority of Group
companies are cerfified in accordance with
ISO Q001. Certification means that there
are control procedures for internal processes
and manufacturing as well as for the use of
components manufactured by other suppli-
ers. Insurance policies have been faken out
as additional risk cover for similar events.

Sensitivity analysis

Base for
cale. Change  Impact

SEK'm % SEK'm
Net sales
[margin constant) ~ 3,161.0  +/- 1.0 12.7
Operating margin
[volume constant) +/- 01 32
Material costs 1,301.5 +/- 1.0 13.0
Payroll expenses 9083 +/- 10 9.1
Interestbearing liabilities
[interest constant) 8125 +/-100 3.6
Inferest rate %
(interestbearing
liability constant] 44% +/- 10 8.1

Based on Income Statement 2004

Sensitivity to currency movements

in foreign net assets

SEK
change Impact

% SEK'm
Swedish krona rises against
all currencies in which
NIBE Industrier has net assets +1.0 -49
Swedish krona falls against
all currencies in which
NIBE Industrier has net assets -10 +4.9

Based on net assets 31 December 2004.
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Important events during the year
During the year NIBE acquired the business
operations of three companies, NETEK, the
Kaukora Group and the Shel Group, the first
company in the NIBE Group to have busi-
ness operations in Asia.

Outlook

NIBE has continued to strengthen its position
in priority markets. The prospects for confin-
ved growth in market share are believed o
be good in all three business areas. Work
on improving internal efficiency is constantly
under way in order fo increase competitive-
ness. The prospects for a number of further
acquisitions are believed to be good, and
confidence in NIBE's performance in 2005
is again sfrong.

The work of the Board

The Board of NIBE Indusfrier consists of five
directors elected by the Annual General
Meeting. Employees of the company may,
it necessary, be called in fo appear before
the Board to clarify specific issues or act as
an expert resource. The Board deals with all
matters of import, and no committees have
been set up.

During 2004 the Board convened on 11
occasions, six of which were conducted
as felephone conferences. Board meetings
were held in connection with the publication
of inferim reports and the yearend unau-
dited figures, with the company's budget
and with major invesiments and takeovers.
Minutes were taken at all meetings.

Once a month the Board is updated on the
company’s financial performance and posi-
tion. The Managing Direcfor is in continual
contact with the Chairman.

Group non-restricted equity

The Group had non-estricted equity of SEK
622.3 million at the yearend. There are no
proposals for fransfers fo resfricted reserves.

Appropriation of profits

The Board of Directors and Managing
Director propose that the profits of SEK 177.0
million af the disposal of the Annual General
Meeting be appropriated as follows:

Shareholders’ dividend ~ SEK  70.4 million
Carried forward SEK 106.6 million

Total SEK 177.0 million




Income Statements ANNUAL ACCOUNTS 2004

Group Parent company
(in millions of SEK) 2004 2003 2004 2003
Net sales Note 1 3,161.0 2,451.1 2.1 2.1
Cost of goods sold -2,172.1 -1,736.3 - -
Gross profit 988.9 714.8 2.1 2.1
Selling expenses - 494.1 -360.5 = -
Administrative expenses Note 3 -177.5 -144.8 - 144 =111
Other operating income Nofe 8 23.3 24.3 0.2 -
Operating profit Notes 1 -8 340.6 233.8 -12.1 -9.0
Profit from financial investments
Profit from participations in Group companies Note 9 = - 89.9 532
Profit from participations in associoted companies  Nofe 9 43.2 3.7 43.2 3.7
Interest income and similar profit/loss items Note 10 1.8 56 3.6 7.1
Inferest expenses and similar profit/loss items Note 11 —33.2 -253 — 1k -8.7
Profit after financial items 352.4 217.8 113.5 46.3
Appropriations Nofe 12 = - 0.0 0.0
Tax on the profit for the year Note 13 -96.0 -729 -00 -03
Minority participation in profit after tax -1.1 -0.5 = -
Profit for the year 255.3 144.4 113.5 46.0
Includes these amounts for depreciation according fo plan 121.3 89.5 0.1 0.0
Number of shares at yearend 23,480,000 23,480,000
Earnings per share in SEK 10.87 6.15
Proposed dividend per share in SEK 3.00 1.85
Quarterly Data
Consolidated Income Statement 2004 2003
(in millions of SEK) Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Net sales 693.9 704.6 785.0 Q77.5 508.5 555.8 574.1 812.7
Operating expenses -640.0 -648.7 -6/90 -852.7 -4756 -5204 -508.2 -713.1
Operating profit 53.9 55.9 106.0 124.8 32.9 35.4 65.9 99.6
Net financial items -6.1 -1.8 +16.4 +3.3 -28 -03 -57 -7.2
Profit after net financial items 47.8 54.1 122.4 128.1 30.1 35.1 60.2 92.4
Tax -13.1 -17.5 -27.2 -38.2 -10.3 -12.1 -19.2 -31.3
Minority share of profit/loss affer tax -0.1 -04 -03 -03 +0.1 -0.1 -0.] -04
Net profit for the year 34.6 36.2 94.9 89.6 19.9 22.9 40.9 60.7
Net sales — by business area
NIBE Element 275.9 284.4 268.2 318.1 258.9 260.3 2471 292.3
NIBE Heating 321.9 350.9 422.7 497.6 185.7 242.0 262.6 410.3
NIBE Stoves 104.2 /9.4 Q7.7 170.7 68.1 58.8 69.1 115.6
Group eliminations -8.1 -10.1 -3.6 -8.9 -4.2 -53 -4.7 -55
Group 693.9 704.6 785.0 977.5 508.5 555.8 574.1 812.7
Operating profit — by business area
NIBE Element 14.6 10.2 14.1 14.1 14.0 4.5 11.0 1.7
NIBE Heating 26.6 36.2 70.8 67.2 15.0 28.6 43.8 58.3
NIBE Stoves 15.9 14.0 24.4 47.8 6.6 6.1 13.4 33.1
Group eliminations -3.2 -4.5 -3.3 -43 -2.7 -3.8 -23 -3.5
Group 53.9 55.9 106.0 124.8 32.9 35.4 65.9 99.6
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Balance Sheets

Group Parent company
(in millions of SEK) 31 Dec 2004 31 Dec 2003 31 Dec 2004 31 Dec 2003
Assets
Fixed assets
Intangible assets
Goodwill Note 14 275.3 187.1 = -
Other infangible assets Note 15 4.9 4.5 = -
Total 280.2 191.6 = -
Tangible assets
land and buildings Note 16 394.2 291.7 = -
Machinery and equipment Note 17 425.0 3252 0.3 0.2
Construction in progress Note 18 56.5 42.4 = -
Total 875.7 659.3 0.3 0.2
Financial assets
Shares in subsidiaries Note 19 = - 595.8 457 4
Receivables from Group companies = - 117.3 58.9
Shares in associated companies Note 20 = 39.6 = 39.6
longterm securifies held 0.2 0.1 = -
Deferred tax asset Note 13 47 3.6 - -
Other long-term receivables 57 3.9 = -
Total 10.6 47.2 713.1 555.9
Total assets 1,166.5 898.1 713.4 556.1
Current assets
Inventories
Raw materials and consumables 342.9 238.7 = -
Work in progress 110.4 83.7 = -
Finished products and goods for resale 236.9 123.2 = -
Total 690.2 445.6 = -
Current receivables
Accounts receivable — frade 468.9 392.7 = -
Receivables from Group companies = - 0.7 0.3
Income taxes recoverable 2.9 8.1 0.1 0.5
Other receivables 34.2 30.9 13.6 0.2
Prepaid expenses and accrued income 190.4 11.6 0.3 0.1
Total 525.4 443.3 14.7 1.1
Current investments Note 21 0.9 2.3 = -
Cash and bank 88.6 81.5 0.6 0.3
Total current assets 1,305.1 972.7 15.3 14
Total assets 2,471.6 1,870.8 728.7 557.5
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Group

Parent company

(in millions of SEK) 31 Dec 2004 31 Dec 2003 31 Dec 2004 31 Dec 2003
Equity and liabilities
Equity
Restricted equity
Share capital Note 22 58.7 58.7 58.7 58.7
Restricted reserves 184.2 137.0 74.9 74.9
Total 242.9 195.7 133.6 133.6
Non-restricted equity
Non-restricted reserves 367.0 306.8 63.5 60.9
Profit for the year 255.3 144.4 113.5 46.0
Total 622.3 451.2 177.0 106.9
Total equity 865.2 646.9 310.6 240.5
Minority participation in equity 3.3 2.2 = -
Untaxed reserves
Tax allocation reserves = - 1.6 1.6
Accelerated depreciation = - 0.1 0.1
Total untaxed reserves - - 1.7 1.7
Provisions
Provisions for pensions Note 23 26.4 29.5 = -
Provisions for taxes Nofe 13 115.8 Q1.1 = -
Guarantee risk reserve Nofe 24 43.3 34.7 = -
Other provisions, nonrinterestbearing Note 24 58 55 = -
Total provisions 191.3 160.8 = -
Long-term liabilities Note 25
Bank overdraft facilities Note 26 84.6 124.6 = -
Liabilities to Group companies = - 93.7 43.3
Liabilities to credit institutions 624.0 451.4 257.2 237.7
Other liabilities, inferestbearing = 0.1 = -
Other liabilities, non-interestbearing 34.1 6.5 22.1 3.8
Total long-term liabilities 742.7 582.6 373.0 284.8
Current liabilities
liabilities to credit institutions 82.2 55.7 32.6 27.1
Accounts payable — frade 232.0 150.3 0.1 -
Advance payments from customers 2.6 1.3 = -
Liabilities to Group companies = - 0.0 0.1
Liabilities to associated companies = 0.3 = -
Tox liability 22.9 23.4 = -
Other liabilities 100.5 65.6 7.3 0.1
Accrued expenses and deferred income Note 27 228.9 181.7 34 3.2
Total current liabilities 669.1 478.3 43.4 30.5
Total equity and liabilities 2,471.6 1,870.8 728.7 557.5
Pledged assets Note 28 1,262.1 1,003.8 253.2 253.2
Contingent liabilities Note 29 6.5 8.8 26.4 24.9
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Change in Equity

Share Restricted Non-restricted Total
(in millions of SEK) capital reserves equity capital
Group
Equity 31 Dec 2002 58.7 108.0 386.5 553.2
Exchange rate differences -0.7 -17.7 -184
Adjustment between restricted and non-restricted equity 29.7 -29.7 -
Profit for the year 144.4 144.4
Dividend -32.3 -32.3
Equity 31 Dec 2003 58.7 137.0 451.2 646.9
Adaptation fo Swedish Financial Accounting
Standards Council's recommendation RR29 ! 3.3 3.3
Adjusted equity brought forward 1 Jan 2004 58.7 137.0 454.5 650.2
Exchange rate differences 2! -1.8 4.9 3.1
Adjustment befween restricted and non-restricted equity 49.0 -49.0 -
Profit for the year 255.3 255.3
Dividend -43.4 -43.4
Equity 31 Dec 2004 58.7 184.2 622.3 865.2
Parent company
Equity 31 Dec 2002 58.7 749 932 226.8
Profit for the year 46.0 46.0
Dividend -32.3 -32.3
Equity 31 Dec 2003 58.7 74.9 106.9 240.5
Profit for the year 113.5 113.5
Dividend -43.4 - 43.4
Equity 31 Dec 2004 58.7 74.9 177.0 310.6
1] The new recommendation RR29 [Employee benefits) based on IAS 19 applies with effect from 1 January 2004.
One nonrecurring effect of this change is that equity rose by SEK 3.3. million.
2 Specification of the year’s exchange rate difference in equity
The year's exchange rate difference for foreign subsidiaries recomputed in
accordance with the current method 2.9
The year's exchange rate difference when recomputed for loans to foreign subsidiaries -1.4
The year's exchange rate difference when recomputing loans in foreign currencies in connection with
the acquisition of foreign subsidiaries: SEK 2.2 million, of which the tax effect is SEK 0.6 million + 1.6
Total exchange rate difference for the period 3.1
Specification of accumulated exchange rate difference
when recomputing figures for foreign subsidiaries
Accumulated exchange rate difference at start of year -37
Exchange rate difference for the year in foreign subsidiaries 2.9
Accumulated exchange rate difference at year-end -0.8
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Cash Flow Statements

Group Parent company
(in millions of SEK) 2004 2003 2004 2003
Operating activities
Operating profit 340.6 233.8 -12.1 -9.0
+ depreciation charge fo this profit 121.3 89.5 0.1 0.0
- minority participation in profits -1.1 -04 = -
Total 460.8 322.9 -12.0 -9.0
Interest received and similar items 45.0 10.5 46.8 10.8
Interest paid and similar ifems -326 -257 -11.2 -8.7
Tox paid -91.4 -67.0 +0.4 -0.9
Cash flow before change in working capital 381.8 240.7 24.0 -78
Change in working capital
Change in inventories -178.0 9.2 = -
Change in current receivables =32 -67.1 -14.0 0.0
Change in current liabilities 99.2 3.2 13.0 13.3
Cash flow from operating activities 299.8 186.0 23.0 55
Investment activities
Disposal of associated companies 39.5 0.6 39.5 -
Invesiments in associated companies = - - -03
Investments in machinery and equipment -1273 -92.8 -0.1 -
Investments in buildings and land -57.1 -41.0 = -
Change in construction in progress -11.6 -19.8 = -
Investment in goodwill -20.6 -150 = -
Investment in other intangible fixed assets -24 -04 = -
Change in longterm receivables = -20 -584 58
Cash flow from investment activities -179.5 -170.4 -19.0 55
Operating cash flow 1) 120.3 15.6 4.0 11.0
Acquired companies/lines of business 1) -125.6 -180.3 -138.4 -160.8
Financing activities
Change in minority interest 1.1 1.2 = -
Profit from participation in Group companies = - 89.9 53.2
Amortisation of longerm loans -874 - 1241 -514 -13.7
Other changes in longterm liabiliies and provisions 141.1 335.8 139.6 142.8
Shareholders’ dividend -43.4 -32.3 - 434 -32.3
Cash flow from financing activities 11.4 180.6 134.7 150.0
Cash flow for the year 6.1 15.9 0.3 0.2
liquid funds at the beginning of the year 81.5 671 0.3 0.1
Exchange rate difference in liquid funds 1.0 -1.5 = -
Liquid funds at year-end 88.6 81.5 0.6 0.3

1) For further information about operating cash flow and the acquisition of companies, please refer fo page 43.
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The NIBE Group abides by the provisions
of the Swedish Annual Accounts Act and
the Swedish Financial Accounting Standards
Council's Recommendations. During 2004, a
new recommendation came info effect: RR 29
Employee benefits. The adoption of this rec-
ommendation means that commitments under
defined-benefit pension plans are now calcu-
lated using the same method across all Group
companies. Formerly, these were reported in
accordance with the legal practice in each
country. The effect of this change in principle
on the Group's equity is shown on page 50,
and the change in equity and the effect on the
item “Provisions for pensions” are explained
in note 23. Under the transition rules in the
recommendation, the comparison figures are
not to be adjusted. The parent company will
confinue fo freat defined-benefit pensions in
accordance with Swedish legislation  (The
Safeguarding of Pension Commitments Act).

Consolidated accounts

The consolidated accounts cover the parent
company NIBE Industrier AB [publ) and sub-
sidiaries in which NIBE Industrier directly or
indirectly holds more than 50% of the votes,
or has a dominating influence. Companies
acquired/sold are included in the Group
income statement for the period during which
they were owned.

The consolidated accounts have been drawn
up in accordance with the purchase method,
using recommendation RR1:00 of the Swedish
Financial Accounting Standards Council.

Foreign subsidiaries are classified as independ-
ent businesses, so their income statements and
balance sheets are translated using the current
method. This means that the assets and liabili-
ties of foreign subsidiaries are franslated at the
closing day rate, while all income stafement
items are translated at the average rate for
the year. Translation differences are booked
directly against Group equity. In some cases,
longterm monefary dealings arise between a
parenf company and an independent foreign
operation, in which the dealings are of such
a type that they are unlikely to be seffled. The
exchange differences which arise through these
are recognised against equity in the consoli-
dated financial statements.

Recommendation RR1:00 means that equity
in an acquired company is determined on the
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ACCOUNTING AND VALUATION PRINCIPLES

basis of a market valuation of assefs and lio-
bilities on the date of acquisition. Such market
valuations consfitute the Group acquisition cost.
The difference between the acquisition value of
the shares in the subsidiary and the value of the
equity calculated in the acquisition analysis is
recorded as Group goodwill. Only that part of
the subsidiary's unrestricted equity that can be
allofted to the parent company without a need
to write down the shares, is included in Group
non-restricted equity.

In the consolidated balance sheet, untaxed
reserves are divided into deferred tax liability
under “Provisions” and non-disfributable funds
under "Restricted equity”. Appropriations involv-
ing changes in untaxed reserves are omitted
from the consolidated balance sheet. The tax
portion of the changes is recorded with the tax
expense for the year in the income statement
and the equity portion is included in the profit
for the year. The rate for calculating deferred
tax in Swedish subsidiaries is 28%, and for
foreign subsidiaries, the relevant fax rafe in
the respective country. The required provisions
have been made for intra-group profifs.

Minority participations in the year's profit are
entered separately in the consolidated income
statfement. Minority participations in the equity
of subsidiaries are enfered separately in the
consolidated balance sheet.

Associated companies

Companies in which NIBE Industrier AB has a
long-term shareholding equivalent to between
20 and 50 percent of the votes or those in
which it has a significant influence over opera-
tions and financial management in some other
way are classified in the accounts as associ-
ated companies.

Group contributions

The company shows Group confributions and
shareholders’ contributions in  accordance
with the directive from the Swedish Financial
Accounting  Standards  Council's  Emerging
Issues Taskforce.

Cash flow statement

The cash flow statement is drawn up in accord-
ance with the Swedish Financial Accounting
Standards Council's recommendation RR7.
The indirect method has been used: accrual
basis net profit is thus adjusted for transac-
fions which have not given rise fo receipfs or

disbursements during the period, as well as for
any income and expense affributable to cash
flow from investment or financing operations.
Cash [and cash equivalents) includes cash
and bank balances.

Revenue recognition

Sales revenue is recognised with VAT, returns
and discounts deducted. Revenue is generat-
ed almost exclusively from the sale of finished
products. Sales revenue is recognised when
the significant risks and rewards of ownership
are fransferred to the buyer, when the Group
no longer has possession or management
confrol over the goods and when the revenue
can be measured reliably.

This means that revenue is recognised when
the goods are placed at the customers’ dis-
posal in accordance with the delivery terms
arranged. Interest revenue is recognised using
the effective inferest method. Dividend rev-
enue is recognised when the right to receive

the dividend is established.

Segment reporting

Operationally, the primary segmentation of the
Group's acfivities is info product group orien-
tafed business areas. The secondary segmenta-
tion is geographical by markets. See also nofes

1 and 2.

Transactions with related parties
Orders between Group companies are invoiced
on commercial terms and at market prices.
Infernal profits arising on sales between Group
companies have been eliminated in their entirety.
Other than frading between Group companies,
the Group has no fransactions with related
companies or individuals. The parent company’s
sales refer in their enfirety 1o sales to Group
companies.

Other operating revenue

Gains on the sale of fixed assets, exchange dif-
ferences efc. are reported under this heading.
See specification note 8.

Accounting of income tax

Income tax accounting has been carried out
using recommendation RR? of the Swedish
Financial Accounting Standards Council.

Reported income fax includes actual tax, adjust-
ments for the previous year's acfual tax and
changes in deferred tax. Income tax liabilities
and income faxes recoverable are valued at



the nominal amount in accordance with the
tox regulations and fax rafes approved or
announced, and which there is good reason to
believe will be confirmed.

For items reported in the income statement,
the associated fax effects are also reported
in the income statement. Tax is accounted for
directly against equity if the tax is affributable to
items which are accounted for directly against
equity.

Deferred tax is calculated in accordance with
the balance sheet method for all essential tem-
porary differences that arise between the value
in the accounts and the value for tax purposes
of assets and liabilities. Such temporary dif-
ferences have arisen mainly through untaxed
reserves.

Due to the connection between accounting and
taxation, the deferred tax liability on untaxed
reserves is reported in the accounts of the par-
ent company, as part of untaxed reserves.

Currency hedging

Forward confracts are used to hedge exchange
rates on both sales and purchase orders.
Forward currency contracts in respect of
sales and purchases are recognised when an
invoice is issued or received through the use
of the forward exchange rate in entering the
receivable or liability. Changes in the value of
forward confracts on orders when the invoice
has not vyet been issued or received are
recorded off balance sheet.

Leasing

The Group follows the Swedish Financial
Accounting Standards Council’s recommenda-
tion RRO in respect of finance leasing. leased
assets classified as finance leases are recorded
os fixed assefs, and future lease charges as
inferestbearing liabilities. For leased assets clas-
sified as operating leases, annual lease expens-
es are recorded as an operating expense in the
income statement.

Borrowing costs

In recognising borrowing cosfs, the benchmark
freatment is applied. This means that bor-
rowing costs are treated as expenses for the
period fo which they relate.

Goodwill

The estimated economic life of goodwill is
based both on the financial history of the
companies and businesses acquired and
their future prospects from the point of view
of market strategy. Together with the potential
for the companies’ product range and current
distribution sysfems, which are normally linked
to well-known agents and dealers occupying
positions in the leading ranks of the market,
this motivates an economic life of 10-20
years for goodwill.

Research and development costs

Expenditure on research activities is written
off as it arises.

Under RR15 (Intangible assetfs) expenditure
for the development of new products is rec-
ognised as intangible assets if it is probable
that such expenditure will lead to financial
benefits for the company.

Within every business area, the NIBE Group
has a number of employees whose fask is fo
improve the quality of existing products and
develop new products.

The economic benefits stemming from  this
type of development are normally not estab-
lished until a very late stage. For this reason,
no expenditure was capitalised in 2003 and
2004.

Valuation principles - deprecia-
tion of tangible and non-tangible
assets

Depreciation according fo plan has been
based on acquisition value and is calculated
with reference to estimated economic life.
The following depreciafion rates have been

used:

Goodwill 5-10%
Other intangible assets 10 - 20%
Buildings 2.5-5%
Land improvements 3.75-5%
Machinery and equipment 10 - 25%
Fixtures and fittings in premises 4%

Inventories

Inventories are valued at the lower of acquisi-
tion value or replacement cost for raw materi-
als, consumables and finished goods, and af
manufacturing cost for manufactured goods.
In no case are stocks entered above actual

value. Interest is not included in stock values.
Deliveries between Group companies are
priced at market prices. Intra-group profits on
Group company inventories are eliminated in
the consolidated accounts. These eliminations
affect operating profit/loss.

Receivables

Receivables have been entered at the amount
which, after individual assessment, it is esti-
mated will be paid.

Receivables and liabilities in for-
eign currencies

At each reporfing date, the Group assesses
whether there is any indication that an asset
may be impaired. Where such an indication
is found, the Group determines the recover-
able amount of the asset. The recoverable
amount of an asset is the higher of its fair
value less costs fo sell and ifs value in use. In
assessing the value in use, the present value
of the estimated future cash flow is calculated
using a discount rate before tax: when doing
this, a weighted average cost of capital is
used.

An impairment is recognised whenever the
carrying amount of the asset or its cash-gen-
erating unit exceeds the recoverable amount.
At NIBE, cash-generating units correspond fo
business areas. Impairments are recognised in
the income sfafement.

During 2004, there were no indications that
a recoverable amount should be calculated
for assets. In view of the ongoing fransition fo
IFRS, a recoverable amount was determined
during the year for the Group's goodwill
items. The calculation did not give rise fo a
requirement for impairment.

Provisions

Provisions are recognised when the Group has
or may be deemed to have an obligation as the
result of a past event and it is probable that an
outflow of economic benefits will be required 1o
sefile the obligation. A further condition is that
it must be possible to make a reliable esfimate
of the amount of the obligation. Guarantee risk
reserves are recognised on the date of sale of
the products covered by the guarantee, and are
calculated on the basis of the cost hisfory of
equivalent obligations.
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Employee benefits - pensions

The pensions liability is calculated in accor
dance with the Swedish Financial Accounting
Standards  Council's recommendation RR 29
(Employee benefits) which is obligatory from
2004. This corresponds to the current infer
nafional accounting standard I1AS 19 (Employee
benefits). The recommendation lays down that,
in calculating the pension  liability, estimated
future salary increases and inflation are fo be
faken into account. Within the Group there are
a number of defined-contribution and defined-
benefit pension plans.

For defined-benefit plans, pension costs are cal-
culated using the projected unit credit method.
These obligations are valued at the present
value of expected future disbursements using a
discount rate.

Actuarial gains and losses, outside the 10 per
cent corridor, are recognised over the average
remaining working lives of the employees.

Actuarial gains and losses in connection with the
fransition to RR 29, i.e. as af 1 January 2004,
have been included in their enfirety in the calcu-
lation of pension commitments.

The Group’s contributions to defined-contribution
plans are recognised as an expense during the
period in which the employee renders the ser-
vices to which the contributions relate.

The Group's confributions in respect of the TP
occupational pension scheme, financed through
Alecta, are treated as a defined-contribution
plan. For details, please refer fo the information
in nofe 23.

The impact of IFRS on the NIBE Group

General

With effect from 1 January 2005, the Group
has adopted  the
Reporting  Standards accounting  principles
(IFRS) in line with the requirements of the

International  Financial
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European Commission (EC). The report for the
first quarter of 2005 will be the first report from
NIBE using IFRS.

The consolidated financial statements, which
were formerly drawn up in accordance with
Swedish generally accepted accounting prin-
ciples (GAAP), will be recalculated in accor
dance with the IFRS requirements. A detailed
account of the fransition effects will be included
in the report for the first quarter of 2005. A brief
summary is given below of the most significant
anticipated effects on the Group's equity and
results for 2004 in consequence of the transi-
tion to IFRS.

The most significant transition effect will be in
respect of depreciation on goodwill. Goodwill
will no longer be depreciated, but will be sub-
ject to an annual impairment test. The goodwill
items have undergone an impairment fest. In
no case has the carrying amount been found
to exceed the recoverable amount. In addition,
minority interests will be reclassified so that they
are recognised as part of equity in the balance
sheef and recognised in net profit in the income
statement. IAS 16 requires a more defailed
division of fixed assets, which is assessed as
having a marginal effect on the depreciation
periods of the asses.

Transition rules

The effects of the transition fo IFRS are recogni-
sed in accordance with IFRS 1, “Firstime
Adoption of IFRS". In general, this means that
a company must defermine which generally
accepted accounting principles it is affected
by. These generally accepted accounting prin-
ciples must then be applied retrospectively o
determine the opening balance under IFRS. The
opening balance is drawn up as at 1 January

2004.

Since the EC approval process has nof vyet
been completed, the IFRS may be amended,
and this would have consequences for the
information provided below.

The following exceptions, which the NIBE
Group has adopted, are permittied from  this
refrospective valuation:

* The option of adopting IFRS 3 (Business com-
binations) with effect from 1 January 2004.

e The option of including revaluations of plant
and properties in accordance with the pre-
vious Swedish GAAP, af actual acquisition
cost.

e The option of not recalculating comparable
financial information for 2004 in accor
dance with IAS 39 (Financial instruments).

Analysis of the effects of the introduction of
IAS 39 Financial instruments

IAS 39, as it has been adopted by the EC,
will affect the opening balance as af 1 Jan-
uary 2005. The NIBE Group applies hedge
accounting fo future currency confracts, with the
following effects.

According fo IAS 39, derivatives must always
be recognised at fair value in the balance
sheet. If the derivative is not a currency hedge
instrument, any changes in fair value are
recognised in profit or loss. With a cash flow
hedge which meets the requirements for hedge
accounting, changes in the fair value of the
hedge instrument are recognised in equity until
such time as the underlying hedged item affects
profit or loss. At that point all associated hedge
items in equity are fransferred fo the income
stafement. Under Swedish GAAP, changes in
the underlying fair value of the derivative are
not recognised until the hedged item affects
profit or loss.

Under the transition rules for IFRS, the fair value
of the derivative as at 1 January 2005, defined
in accordance with I1AS 39, will be shown on
the balance sheet, with a corresponding coun-
ter item in equity.

IFRS adjustments After adjustment for RR 29
Equity Result
(in millions of SEK) 1 Jan 2004 31 Dec 2004 2004
According to Swedish GAAP 650.2 865.2 255.3
Depreciation on goodwill - 24.8 24.8
Minority inferest - 3.3 1.1
Deferred tax on IFRS adjustments - -1.7 -1.7
Total IFRS adjustments - 26.4 24.2
According to IFRS accounting 650.2 891.6 279.5




Note 1

Net sales and operating profit by business area

Net sales and operating profit by segment

NOTES

Net sales Operating profit
(in millions of SEK) 2004 2003 2004 2003
NIBE Element 1,146.6 1,058.6 53.0 41.2
NIBE Heating 1,593.1 1,100.6 200.8 145.7
NIBE Stoves 452.0 311.6 102.1 59.2
Group adjusiments -30.7 -197 -15.3 -12.3
Group total 3,161.0 2,451.1 340.6 233.8
Net sales and operating profit by geographical region

Net sales Assets Investments
{in millions of SEK) 2004 2003 2004 2003 2004 2003
Nordic countries 2,163.2 1,610.8 2,006.0 1,566.4 2054 365.1
Rest of Europe Q04.5 769.4 457.3 303.1 81.2 67.9
Other markets 93.3 70.9 8.3 1.3 2.7 0.1
Group total 3,161.0 2,451.1 2,471.6 1,870.8 379.3 433.1
All parent company sales are sales to Group companies.
Note 2 Information about the business areas

Element Heating Stoves Elimination Total
(in millions of SEK) 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
Income
Total eamings 1,371.1 1,215.8 1,772.7 1,151.1 452.0 311.6  —-4348 -227.72 3.161.0 2.451.1
Infernal sales -2245 -157.2 -179.6 -50.5 0 0 404.1 207.5 0.0 0.0
External sales 1,146.6 1,058.6 1,593.1 1,100.6 452.0 311.6 -30.7 -19.7 3.161.0  2.451.1
Profit
Profit per business area 53.0 41.2 200.8 1457 102.1 50.2 =33 -3.3 352.6 242.8
Undistributed costs -12.0 -9.0
Operating profit 340.6 233.8
Financial income 45.0 9.3
Financial expenses -33.2 -253
Tax for the year -96.0 -729
Minority participation
in profit affer tax = 1.1 -0.5
Net profit for the year 255.3 144.4
Other information
Assets 955.5 /981 1.338.5 8759 2905.7 208.5 -846.7 -569.2 1,743.0 1,313.3
Undistributed assefs 728.6 557.5
Total assets 2,471.6 1,870.8
Liabiliies 843.6 690.9 936.2 548.9 80.7 100.5 -6754 -435.6 1,185.1 Q04.7
Undistributed liabilities 418.0 317.0
Total liabilities 1,603.1 1,221.7
Investment 128.0 124.0 2047 2818 50.5 16.5
Depreciation/amortisation 51.4 46.6 55.6 32.0 11.0 7.6
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Note 3 Payments to the auditors

In 2004 the Group paid SEK 3.1 million for auditing services (parent company
SEK 0.1 million) and SEK 0.9 million for financial services other than auditing

[parent company SEK 0.2 million).

Note 4 (cont’d)

Agreement on severance pay

Applies only to the managing director in the parent company (CEO) for
whom an agreement has been reached on severance pay amountfing fo one
year's salary.

2004 2003
— Auditing  Other Auditing  Other Average numbers of employees and gender distribution
(in millions of SEK) services services services services
~ - 2004 2003
SET Revisionsbyrd AB 1.7 0.6 .1 0.3 Number of  Number of  Number of Number of
Other accountants 1.4 0.3 1.1 0.2 employees men employees men
Group total 3.1 0.9 2.2 0.5 Parent company 5 3 4 2
Subsidiaries in
Sweden 1,278 1,081 1,094 Q06
. N 104 86 62 50
Note 4 Salaries, average number of employees ey
d b P / . . L7 Finland 305 193 278 157
and humpers or men/women iIn senior pos“‘lons Denmark 376 273 263 175
Salari d oth i France 1 0 15 2
alaries and other remunerations Germany T8 2 G >
(in millions of SEK) 2004 2003 Poland 1013 620 680 430
Parent company 4.3 3.6 Czech Republic 343 182 311 170
Subsidiaries 691.0 543.7 ltaly 57 33 62 33
Group fotal 695.3 547.3 Netherlands 22 18 14 9
UK 33 21 - -
2004 2003 Spain % &9 70 48
Social  of which Social  of which China 100 63 - -
security  pension security  pensions USA 5 4 4 2
(in millions of SEK) contrib’s expenses  contrib’s expenses
Group total 3,755 2,662 2,881 1,996
Parent company 2.8 1.0 2.5 1.0
Subsidiaries 211.4 41.6 170.8 30.2
Group tofal 2142 26 1733 1.2 Gender distribution at board/management level
2004 2003
Of parent company pension costs, SEK 0.3 million {2003: SEK 0.3 million) Total Men Total Men
relate to the MD/CEQ. The parent company has no outstanding pension ~ Company board
obligations to the Board/CEQ. The corresponding sum for the Group is SEK Parent company 5 5 6 6
2.0 million (SEK 1.4 million). Outstanding Group pensions fo the previous Subsidiaries 48 46 36 35
Board/CEQ total SEK 1.3 million (SEK 1.4 million). C
orporate management
Parent company 2 2 2 2
Salaries and other remuneration by country and between the Board/ Subsidiaries 8] 73 68 61

MD and other employees
2004
Board ~ Other
(in millions of SEK) and MD employees
Parent company 2.3 2.0 2.1 1.5
Subsidiaries in

2003
Board  Other
and MD employees

Sweden 11 (0.2 and 0.2) 3.8 335.1 2.8 277.6
Norway 2.1 32.7 1.0 20.2
Finland 1 (0.1 and O) 2.8 /1.9 1.6 60.8
Denmark 6.3 132.7 4.0 0.0
France = 0.8 - 53
Germany 1.7 55 1.0 3.9
Poland 11(0.1 and 0.1) 2.4 28.7 2.3 24.7
CzechR 1(0.3and0.5) 1.0 14.7 1.8 12.4
ltaly = 11.1 0.9 12.1
Netherlands 0.6 6.8 0.4 2.8
UK 0.7 5.3 - -
Spain 1.2 19.2 0.9 15.5
China 0.2 1.3 - -
USA  11{0and 0.2) 1.0 1.4 1.0 0.7
Group fotal 26.1 669.2 19.8 527.5

1) (of which bonus in millions of SEK)
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Note 5 Financial instruments

Financial instruments are every asset or liability which gives a contractual right
or obligation to receive or pay cash or other financial asset.

Fair value of financial assets and liabilities

Receivables and liabilities are recognised mainly at historical acquisition value,
and items in {oreign currency are translated at the c|osmg rate. Wherever
hedging has taken place through forward contracts, the forward exchange rate
is used instead. An assessment is made to esfablish that the fair values of the
assets are not less than the acquisition values. Impairment may be appropriate
here. Loan liabilities are recognised at acquisition value.

At the end of 2004, the Group had outstanding contracts in EUR, DKK, NOK,
USD, GBP and CHF. The contracts will be repaid during 2005. The total net
amount of the contracts, translated to SEK at the closing rate at the end of
2004, was SEK 211.5 million.

The difference between the total contract amount translated to SEK using the
contractual exchange rafe and the fofal contract amount franslated to SEK using
the closing rate at the end of 2004 generated an unrealised exchange gain
of SEK 4.6 million.

For other financial assets and liabilities, there is no divergence between carry-
ing amount and fair value.

Operating exchange gains are recognised under “Other operafing income”
and exchange losses under “Cost of goods sold”.

Group Parent company
{in millions of SEK) 2004 2003 2004 2003
Exchange gains
affecting operating profit 7.3 6.8 = -
Exchange losses
affecting operating profit -72 -35 = -
Net exchange rate difference
affecting operating profit 0.1 3.3 = -

Under the Group's currency hedging policy, current sales and purchases which
take place in foreign currency or are linked to fluctuations in foreign currency,
are fo be hedged in accordance with a rolling 12-month plan within the range
of 60 — 100% of the estimated flows. The degree of certainty of the future flows
determines where in the range the figure will lie.

Note 6 Leasing

During the year, Group expenses relating fo finance leasing agreements
totalling SEK 0.5 million (SEK 0.8 million) were capitalised. leasing charges
amounting o SEK 3.6 million (SEK 2.2 million) in respect of operating leases
in the Group were expensed. The parent company has no leasing agreements.
The value of the Group’s agreed future leasing charges, relating to agreements
for which the remaining term exceeds one year, are distributed as follows:

Operating leases
Nominal value

Financial leases

(in millions of SEK) Current value

Due for payment 2005 0.5 3.2
Due for payment 2006 - 2009 0.4 16.6
Due for payment 2010 — - 27.5
Total 0.9 47.3

Note 7 Research and development costs

A total of SEK 62.7 million (SEK 49.2 million) to cover the cost of research and
development is included under the heading “Cost of goods sold”.

Note 8 Other operating income

Group Parent company
(in millions of SEK) 2004 2003 2004 2003
Profit on sale
of fixed assets 2.3 3.5 - -
Exchange gains 7.3 6.8 = -
Other 13.7 14.0 0.2 -
Total 23.3 24.3 0.2 -

Note 9 Result of participations in Group com-
panies and associated companies

Result of participations in Group companies

Group Parent company
[in millions of SEK) 2004 2003 2004 2003
Group contributions = - 19.5 8.0
Dividend = - 70.4 45.2
Total = - 89.9 53.2

Result of participations in associated companies

Group Parent company
(in millions of SEK) 2004 2003 2004 2003
Capital gain 37.5 - 37.5 -
Dividend 5.7 3.7 5.7 3.7
Total 43.2 3.7 43.2 37

NIBE Industrier's holding of 21.7% of the shares in Jotul ASA was sold on
1 September 2004. The purchase sum consists of an inifial purchase sum and
an additional purchase sum. The additional purchase sum, which is to be paid
at the latest on 30 June 2005, has not been defermined since it is confingent
on how large a portion of the agreed guaranteed amount it will be necessary
to utilise.
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Note 10 Interest income and similar profit/loss items

Group Parent company
{in millions of SEK) 2004 2003 2004 2003
Inferest income, Group companies - - 3.2 2.9
Interest income, other 1.4 1.5 0.1 0.2
Other financial income 0.4 4.1 0.3 4.0
Total 1.8 5.6 3.6 7.1

Note 11 Interest expense and similar profit/loss items

Note 13 (coni’d)

Tax in respect of items charged directly against equity

Group Parent company
(in millions of SEK] 2004 2003 2004 2003
Deferred tax attributable fo
exchange rate differences on
fransactions in foreign currencies 0.0 1.6 = -

Difference between the Group's tax expense and the tax expenses
based on the current tax rate

Group Parent company
Group Parent company (in millions of SEK) 2004 2003 2004 2003
(in millions of SEK) 2004 2003 2004 2003 Reported profit before fax 3524 2178 113.5  46.3
Interest expense, Group companies - - 1.1 1.8 Tax at current rate 98.7 610 31.8 13.0
Inferest expense, other 32.5 23.4 9.8 6.7 Depreciation on goodwill 53 3.9 = -
Other financial expenses 0.7 1.9 0.2 0.2 Non-deductible expenses 0.9 1.9 0.0 0.0
Total 332 253 11 8.7 Non-toxable earnings -125 =12 -10.5 -
Dividends from subsidiaries = - -21.3 -127
Adjusted tax for preceding years 00 -0¢6 = -
Deficit deductions not carried fwd 4.7 6.6 = -
Note 12 Appropriations Effect of foreign tax rates 0.4 0.8 = -
Other foctors -1.5 0.5 = -
Parent company Reported tax expenses 96.0 72.9 0.0 0.3
(in millions of SEK) 2004 2003
Reversal of tax allocation reserve 0.0 0.4
Transfer to tax allocation reserve 00 -04 Tox rate
) ) The current tax rate has been calculated on the basis of the tax rate which
Change in tax allocation reserve 0.0 0.0 applies for the parent company, namely 28% (28%).
Temporary differences
Temporary differences arise in the event that the value in the accounts and
Note 13 Tax the value for tax purposes of assets or liabilities differ. Temporary differences
in respect of the following items have resulted in deferred tax liabilities and
. deferred tax recoverable.
Tax on profit for the year Group Parent company
(in millions of SEK) 2004 2003 2004 2003 Deferred tax liability Group Parent company
Actual tax for the year 768 589 0.0 0.3 (in millions of SEK) 2004 2003 2004 2003
Actual tax aftrib. to preceding yrs 00 -05 = - Group surplus value
Deferred tax 19.2 14.5 - - in fixed assets 10.2 10.1 = -
Total 96.0 72.9 0.0 03 Unfaxed reserves 96.3 73.8 = -
Other factors 9.3 7.2 = -
Deferred tax expenses/tax recoverable for the year Total 115.8 91.1 - -

Group Parent company
(in millions of SEK) 2004 2003 2004 2003
Tax expenses relating to
temporary differences 248 1738 = -
Tax recoverable relating to
temporary differences -56 -33 - -
Total 19.2 14.5 = -
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Note 13 (cont’d)

Note 15 Other intangible assets

Deferred tax recoverable Group Parent company Rights of tenancy, patents, licences, trademarks efc.
[in millions of SEK) 2004 2003 2004 2003 Group
Provisions for (in millions of SEK) 2004 2003
pension commitments 0.5 0.5 = - Acquisition value
Fixed assefs 2.0 2.0 = - Acquisition value brought fwd 8.4 3.5
Loss carry-forwards 2.0 0.4 = - Acg. value in companies acq'd 0.1 3.0
Other factors 0.2 0.7 = - Invesiment for the year 1.7 2.1
Tofal 47 36 _ B Sales and divestments -0.6 -
Reclassifications 0.6 0.1
Translation differences 0.1 -0.3
Deferred tax liabilities in respect of temporary differences attributable to invest- .
ments in subsidiary companies are not reported as the parent company can ACCU’“U"’f?d acquisition
determine the date for the reversal of the temporary differences. value carried forward 10.3 8.4
Accumulated loss carryforwards which do not correspond to deferred income Amortisation
faxes recoverable for the Group amounted fo SEK 12.8 million. The due dates ~ Amortisation brought forward 3.9 1.8
for the loss carry-forwards lie within the following intervals: Amortisation in companies acq'd = 0.8
Sales and divestments -0.6 -
Due date 1 - 5 yrs 8.0 Reclassifications 0.1 -
Due date 6 = 10 yrs - Amortisation for the year 2.2 1.6
Due date 10 years — 3.9 Translation differences -0.2 -0.3
Due date undefermined 09 Accumulated amortisation
carried forward 5.4 3.9
Book value carried forward 4.9 4.5

Note 14 Goodwill

Amortisation of other intangible assets has been expensed in the follow-

Group ing functions:

(in millions of SEK) 2004 2003 '

i Group
Acquisition value
Acquisition value brought fwd — 264.6 157.5 (in millions of SEK] 2004 2003
Acquisition value in Cost of goods sold 1.3 1.2
companies acquired 3.6 23.5 Selling expenses 0.1 0.1
Invesiment for the year 113.1 87.5 Administrative expenses 0.8 0.3
Reclassifications 0.9 -1.3
Translation differences -20 -206 Total amortisation 2.2 1.6
Accumulated acquisition
value carried forward 380.2 264.6
Depreciation
Depreciation brought forward ~ 77.5 59.5
Depreciation in
companies acquired 2.8 0.2
Reclassifications - -04
Depreciation for the year 24.8 19.1
Translation differences -0.2 -0.9
Accumulated depreciation
carried forward 104.9 77.5
Book value carried forward 275.3 187.1

Goodwill depreciation has been expensed in the following functions:

Group
(in millions of SEK) 2004 2003
Cost of goods sold 1.3 1.4
Selling expenses 23.0 17.3
Administrative expenses 0.5 0.4
Total depreciation 24.8 19.1
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Note 16 Land and buildings

Note 17 Machinery and equipment

Group Group Parent company
(in millions of SEK) 2004 2003 fin millions of SEK| 2004 2003 2004 2003
Acquisition value Acquisition value
Acquisition value brought fwd RN 2959 Acquisition value brought fwd 793.1  517.2 0.3 0.3
lAcq. value{m c;)mponies acq'd 47132]3 ]lég Acg. value in companies acq'd 138.7 216.2 = -
Snv\esTmer;i do.r the year O‘é 0'3 Investment for the year 119.0 1004 0.1 -
e o.nA .|vesTmems : ' Sales and divestments -250 -288 = -
Redlassifications 120 — Reclassifications 19.2 0.9 - -
Translation diifterences =i —/4 Translation differences 47 -128 - -
Accumulated depreciation Accumulated acquisition
carried forward B 4468 value carried forward 1,049.7  793.1 0.4 0.3
Depreciation -
Depreciation brought forward 1559  109.9 Depreciation
Deprecidfion in companies acq'd 250 362 Depreciation brought forward 4679  300.3 0.1 -
Sales and divesiments —01 00 Depreciafion in companies acq'd ~ 95.7 141.8 = -
Reclassifications 04 Sales and divestments -188 -268 - -
Depreciation for the year 15.3 11.3 Reclassifications 1.0 0.3 - -
Translation diffierences —03 15 Depreciation for the year 78.9 57.4 0.0 0.1
A lated d o Tronslation differences 00 -51 = -
ccumulated depreciation
carried forward 197.1 155.9 Accumulated depreciation
carried forward 6247  467.9 0.1 0.1
Revaluations .
Revaluation brought forward 08 04 Book value carried forward 425.0 325.2 0.3 0.2
Revaluations in companies acq'd 4.5 0.6
Depreciation for the year
on the revalued amount -0.2 -0.2 . .
Note 18 Construction in progress
Accumulated revaluation
carried forward 5.1 0.8 G
roup
Book value carried forward 3942 2917 (in millions of SEK] 2004 2003
of which, land 34.6 254 Amount at start of year 42.4 23.6
Book value carried forward Expenses during the year 74.9 76.9
of land and buildings in Sweden ~ 174.9  144.0 Re-allocations
during the year -633 -570
Translation differences 2.5 - 1.1
Assessed tax value (Sweden) 70.4 55.6
of which, land 121 104 Amount at year-end 56.5 42.4

New construction, renovations and rebuilds in Sweden during 2004 have not

yet been assessed for tax purposes.
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Note 19 Shares in subsidiaries Note 19 (coni’d)
Proportion Number Book Details of subsidiaries
(in millions of SEK) of capital of shares value Corporate ID Registered
Backer BHV AB 100% 37,170 55.3 number office
Bréderna Hakansson Varme AB 100% 15,000 13.4 Archi Form Nemi Gmbh HRB 1490 Elmshom, Cermany
Calesco Foil AB 100% 10,500 37.5 Backer BHV AB 556053-0569 Hassleholm, Sweden
Focus Varme AB 100% 3,000 2.6 Backer Elekiro CZ a.s. 60469617 Hlinsko, Czech Rep.
Handélorm AB 100% 1,000 0.1 Backer Facsa S.L. B-62.928.361 Aiguafreda, Spain
Jevi A/S 100% 1 29.9 Backer FER s.r.l. REA: 1613120
Kaukora Oy 100% 1.100 1168 (Ferraral) Sant’Agostino, lialy
loval Oy 100% 768 305 Backer OBR Sp. z.0.0. 8358936 Pyrzyce, Poland
METRO THERM A/S 100% 3,400 160 8 Broderna Hékansson Varme AB 556108-0259 Hoor, Sweden
NIRE AB 100% 400,000 103.2 Calesco Foil AB 556000-5034 Hallstahammar, Sweden
Nielsen A/S. Svend A. 100% 13 17 7 Calesco Foil Inc 200507801 Chicago, USA
Palm Fastigheter i Partille AB 100% 1.000 0.1 Cronspisen Koke!ugnor AB 556480-3806 Markaryd, Sweden
Torun Lampétekniikka AB, O 100% 100 18.0 Danotherm Electric A/S 1012 60 61 Redovre, Denmark
Ebentex AB 5560872664 Markaryd, Sweden
Group total 595.8 Eliop Praha s.ro. 44795751 Miretice, Czech Rep.
Focus Varme AB 5563161412 Partille, Sweden
Shares owned via subsidiaries Handskorm AB 556194-1393 Markaryd, Sweden
) Haiax A/S 936 030 327 Fredrikstad, Norway
Proportion  Number Jevi A/S 12854277 Veje, Denmark
of capital of shares Kaukora Oy 046.036 Raisio, Finland
Archi Form Nemi GmbH 100.0% Kiloval Oy 438.072 lovisa, Finland
Backer Elekiro CZ avs. 100.0% KVM-Conheat A/S 14 46 85 87 Vissenbjerg, Denmark
Backer Facsa S.L. 100.0% 34,502 loval Oy 379 654 lovisa, Finland
Backer Fer s.r. 100.0% METRO THERM AB 5565541603 Kalmar, Sweden
Backer OBR Sp. z.0.0. 100.0% 10,000 METRO THERM AB, Oy 0314276 Espoo, Finland
Calesco Foil Inc 100.0% 100 METRO THERM A/S 2056 71 12 Helsinge, Denmark
Cronspisen Kakelugnar AB 100.0% 5,500 Meyer Vastus AB, Oy 224.101 Monninkyld, Finland
Danotherm Electric A/S 1) 80.0% 800 NIBE AB 5560564485  Markaryd, Sweden
Ebeniex AB 100.0% 1,000 NIBEBIAWAR Sp. 7.0.0. 050042407 Bialysiok, Poland
Eltop Praha s.ro. 100.0% NIBE Energietechnick B.V. 20111793 Willemsiad,
Héiox A/S 100.0% 1,000 Netherlands
Kiloval Oy 100.0% 33 NIBE Systemtechnik GmbH HRB 5879 Celle, Germany
KVM-Conheat A/S 100.0% 600 Nielsen A/S, Svend A. 42 165913 Graested, Denmark
METRO THERM AB 100.0% 1,000 Norells Automotive Inc 364044600 Chicago, USA
METRO THERM AB. Oy 100.0% 15 Norells France SA 91379344781 Dieuze, France
Meyer Vastus AB. Oy 100.0% 20 Norells Sweden AB 556184-3581 Vasterds, Sweden
NIBE-BIAWAR Sp. z.0.0. 100.0% 83,062 Norske Backer A/S Q19 799 064 Kongsvinger, Norway
NIBE Energiefechniek B.V. 100.0% 180 Palm Fastigheter i Partill AB 5565554440 Partille, Sweden
NIBE Systemtechnik GmbH 100.0% Sheated Heating Elements lid 766 637 Llondon, UK
Norells Automotive Inc 100.0% 100 Shel Holding lid 1309 597 london, UK
Norells France SA 99.8% 12,405 Shel NIBE Manufacturing Co lid 866 531 Hong Kong, China
Norells Sweden AB 100.0% 3250 SinusJevi Electric Heating B.V. 37106129 Medemblik,
Norske Backer A/S 100.0% 12,000 o efheronds
Sheated Heafing Elements 1 100.0% 68,000 Turun Lémpdtekniikka AB, Oy 367.227 Abo, Finland
Shel Holding Ltd 100.0% 50,000
Shel NIBE Manufacturing Co ltd  100.0% 1,000
Sinusjevi Electric Heating B.V.  100.0% 180

1) Backer BHV AB has an option on the remaining 20% stake in the company.
The option runs from March — June 2006.
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Note 20 Shares in associated companies

Shares in associated companies held by the Group/parent company

Corporate ID Registered Number of
Name number office shares
MZUE Zelmech S.A.
in bankruptcy 273617536 Mysowice, Poland 11,108

Linmet GlasKeramik GmbH ~ HRB42968 Berlin, Germany -

Group share  Group share

Share  Book  of profit after of equity
fin millions of SEK) of equity  value tax 2004 2004
MZUE Zelmech S.A.
in bankruptcy 40.2% 0.0 0.0 0.0
linmet GlasKeramik GmbH ~ 33.3% 0.0 0.0 0.0
Note 21 Current investments
Acquisition Market Book
(in millions of SEK) value value value
Listed securities 0.9 0.9 0.9
Note 22 Share capital
Par value  Number Number Total
(SEK)  of A shares of B shares  shares
At yearend 2.50 3,478,068 20,001,932 23,480,000

The dividend for 2004 proposed but not yet resolved of SEK 3.00 per share,
corresponds fo a fotal payout of SEK 70.4 million.

Each class “A" share entitles the holder 1o ten votes at the Annual General
Meeting. Each class "B" share entfitles the holder to one vote. All shares give the
same right to dividends.

At the end of 2004 there were no convertible bonds or options that can dilute
the share capital.
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Note 23 Provisions for pensions

Group
(in millions of SEK) 2004 2003
FPG/PRIpensions 21.7 249
Other pensions 4.7 4.6
Amount at year-end 264 295

ITP occupational pension plan secured via Alecta

The commitments for refirement pensions and family pensions for white-collar staff
in Sweden are secured through an insurance policy with Alecta. In accordance
with a statement from the Swedish Financial Accounting Standards Council's
Emerging Issues Task Force, URA 42, this is o defined-benefit plan which cov-
ers a number of employers. For financial year 2004, the company has not had
access o the kind of information that would enable it to recognise this plan in the
accounts as a defined-benefit plan. The TP occupational pension plan secured
through an insurance policy with Alecta is, therefore, recognised as a defined-con-
fribution plan. The contributions for the year for pension insurance policies taken
out with Alecta amounted to SEK 6.7 million (2003: SEK 5.0 million). Alecta’s
surplus can be distributed fo the policy holders and/or the insured. At the end
of 2004, Alecta’s surplus in the form of the collective funding ratio was 128%
[2003: 120%). The collective funding ratio consists of the market value of Alecta’s
assets as a percentage of the insurance commitments calculated in accordance.

Defined-benefit pensions

The Group has defined-benefit pensions for Swedish companies for which the
calculations and payments are handled through PRI Pensionstiéinst AB. As far as
other countries are concemned, Norway has defined-benefit pensions which are
calculated and paid by the employer.

Defined-contribution plans

These plans primarily cover refirement pensions, disability pensions and family
pensions. The premiums are paid confinuously throughout the year by each Group
company to a separate juridical entity, such as an insurance company. The size
of the premium is based on salary. The pension costs for the period are included
in the income sfatement.

Commitments in respect of employee benefits, defined benefit plans
Comparison figures are not given, since pensions are freated in accordance with
RR 29 with effect from 1 January 2004

Group

31 Dec 2004
Pension commitments in unfunded plans, present value 29.4
Unrecognised actuarial gains (+], losses (-], pension commitments -3.0
Provision for pensions, unfunded plans 26.4
Net liability according to balance sheet 26.4




Note 23 (cont’d)

Note 24 Other provisions

Total pension costs Group Group
2004 Guarantee
(in millions of SEK) risk reserve Other Total
Pensions eamed during the period 0.4
: Amount at start of year 34.7 55 40.2
Inferest on the commitment 1.2
Changes during the year 8.6 0.3 8.9
Pension costs, defined-benefit plans 1.6
Amount at year-end 43.3 5.8 49.1
Guarantees are normally provided for 1 or 2 years. The guarantee risk reserve is
Pension cosfs, defined-contribution plans 41.0 calculated on the basis of the cost hisory of these commitments.
Total pension costs 42.6
Note 25 Long-term liabilities
Reconciliation of pension provisions Group The following list shows longterm liabilities that fall due for payment more than
2004 five years dfter the accounting yearend.
Pension liabilities, balance brought forward G p "
[in acc. with local regulations in each country 2905 o roup arent company
Change in accounting principles “37 (in millions of SEK) 2004 2003 2004 2003
Pension costs 1.6 Liabilities 1o credit institutions 302.0 234.3 124.0 100.2
Benefits paid -1.0 Liabilities to Group companies = - 28.5 28.5
According to balance sheet 26.4 Other liabiliies 2.6 - - -
Amount at year-end 304.6 2343 152.5 1287
Actuarial assumptions Group
2004 opess
: . Note 26 Bank overdraft facilities
Discount rate on 1 January 5.75%
Discount rate on .:ﬂ i 5.005 The sum of bank overdraft facilities granted in the Group as a whole amounted
Expected salary increases 2.50% fo SEK 381.4 million (SEK 383.7 million]. During the year these have fallen by
Expected inflation 2.00% SEK 2.3 million. There is an agreement for longterm refinancing.

Parent company

The parent company’s reported pension liabilities amounted to SEK 0.0 million
[SEK 0.2 million) and have been calculated in accordance with Swedish legis-
lation (Safeguarding of Pension Commitments Act], and not in accordance with
RR 29.

Note 27 Accrued expenses and deferred income

Group Parent company
(in millions of SEK] 2004 2003 2004 2003
Accrued salaries 964 798 1.2 1.0
Accrued social security contrib’s. 441 38.1 1.0 1.2
Other items 88.4  63.8 1.2 1.0
Amount at year-end 228.9 181.7 3.4 3.2

Annual Report 2004 63 NIBE



Note 28 Pledged assets

Note 29 Contingent liabilities

Group Parent company Group Parent company
(in millions of SEK) 2004 2003 2004 2003 (in millions of SEK) 2004 2003 2004 2003
Floating charges 208.0 134.5 = - Pension obligations which
Real esfate mortgages 218.1 181.1 = - have not be?'“ faken vp
Equipment. fixtures fc. among liabilities or provisions 0.5 0.5 = -
with refention of title 1.8 2.2 = - Contingent licbilities _
Receivables 75 — - - in favour of other companies = - 264 249
- T - Other contingent liabilities 6.0 8.3 = -
Shares in subsidiaries 1l 826.6  686.0 253.2 253.2
Total pledged assets 12621 1,003.8 2532 2532 Total contingent liabilities 6.5 8.8 264 249
1) liabilities for which shares have
been pledged as collateral 43.1 49.2 27.9 31.9
Markaryd, Sweden, 14 March 2005
= .
Arvid Gierow Georg Brunstam Sam Strémersten

Chairman of the Board

/\
Nw \— <

Billll Tunbrant

MD and Chief Executive Officer

The balance sheets and income statements will be presented for approval at the Annual General Meeting on 11 May 2005.
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AUDITORS’ REPORT

To the Annual General Meeting of NIBE Industrier AB (publ)
Corporate Identity Number 556374-8309

We have audited the annual accounts,
the consolidated accounts, the accounting
records and the administration of the board
of directors and the Managing Director/
CEO of NIBE Industrier AB for the year
2004. These accounts and the administra-
tion of the company and the opp|icoﬁon
of the Swedish Annual Accounts Act when
preparing the annual accounts and  the
consolidated accounts are the responsi-
bility of the board of directors and the
Managing Director/CEQ. Our responsibil-
ity is to express an opinion on the annual
accounts, the consolidated accounts and the
administration based on our audit.

We conducted our audit in accordance with
generally accepted auditing standards in
Sweden. Those standards require that we
plan and perform the audit to obtain reason-
able assurance that the annual accounts
and the consolidated accounts are free of
material misstatement. An audit includes
examining, on a fest basis, evidence sup-
porting the amounts and disclosures in the

accounts. An audit also includes assess-
ing the accounting principles used and
their application by the board of directors
and the Managing Director/CEQO and
significant esfimates made by the board
of directors and the Managing Director/
CEO when preparing the annual accounts
and consolidated accounts as well as
evaluating the overall presentation of infor-
mation in the annual accounts and the
consolidated accounts. As a basis for our
opinion concerning dischorge from |iobi|if\/,
we examined significant decisions, actions
taken and circumstances of the company in
order to be able fo determine the liability,
it any, fo the company of any board mem-
ber or the Managing Director/CEO. We
also examined whether any board member
or the Managing Director/CEO has, in
any other way, acted in confravention of
the Swedish Companies Act, the Swedish
Annual Accounts Act or the company’s
Articles of Association. We believe that our
audit provides a reasonable basis for our
opinion sef out below.

The annual accounts and the consolidated
accounts have been prepared in accord-
ance with the Swedish Annual Accounts Act

and, thereby, give a frue and fair view of the
company's and the Group's financial position
and results of operations in accordance with
generally accepted accounting principles in
Sweden. The statutory administration report
is consistent with the other parts of the annual
accounts and the consolidated accounts.

We recommend fo the general meefing of
shareholders that the income statements and
balance sheets of the parent company and
the Group be adopted, that the profit of the
parent company be dealt with in accord-
ance with the proposal in the administration
report and that the members of the board of
directors and the Managing Director/CEO
be discharged from liability for the financial
year.

Markaryd, Sweden — 22 March 2005
SET Revisionsbyré AB

Wil v

Willard Méller
Authorised Public Accountant
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GROUP MANAGEMENT

The Annual General Meeting gives
shareholders the opportunity to express
their opinion by voting on issues relat-
ing to the Swedish Companies Act
and the articles of association of NIBE
Industrier AB. Such issues include, for
example, the composition of the Board
and emoluments paid to board mem-
bers.

The work of the Board

The Board of NIBE Industrier consists of five
directors elected by the Annual General
Meeting. Employees of the company may, if
necessary, be called in to appear before the
Board to explain the background fo specific
issues or act as an expert resource. At ifs
regular meetings the Board deals with stand-
ing items on its agenda, which are reviewed
in accordance with its mandate.

During 2004 the Board convened on 11
occasions, six of which were conducted as
telephone conferences.

Board meetings were held in connection with
the publication of interim reports and the year
end unaudited figures, with the company's
budget and with major investments and take-
overs. Minutes were faken at all meefings.

In addition the Board has also met for two
days of sfrafegic discussions.

Once a month the Board receives a report
on the company's financial performance and
position. The Managing Direcfor is in con-
finual contact with the Chairman.
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Group function

The Chief Executive Officer of the Group is
also appoinfed Managing Director of the
parent company by the Board. He assumes
day+o-day control of the Group and it is to
him that the three Business Area Managers
report.

Financing, currency management, toke-
overs, startups, financial confrol and infor-
mation, human resources and other strategic
policy issues are dealt with at Group level.

The parent company, NIBE Industrier
AB, has its registered office in Markaryd
(Sweden) and its shares have been quoted
on the Stockholm Stock Exchange's O list

since 1997.

Management of the Business Areas
NIBE Industrier comprises three business
areas, each with its own operational man-
agement responsible for the business area’s
financial performance.

Each business area has its own board,
chaired by the Group CEO. The boards
also include external members with the rel-
evant industry experience. In addition to ifs
responsibility for day-to-day operations, each
business area is also responsible to the board
of NIBE Industrier for its own strategic devel-
opment. The separate boards for the business
areas meef once a quarter.

Decision-making processes

The NIBE Industrier Board deals with all mat-
fers of import. Issues such as the composition
of the Board and directors’ fees are dealt
with once a year prior fo the AGM when
the Chairman of the Board confacts major

shareholders personally. The company’s audi-
for makes his report o the Board as a whole,
so no commiftees have been sef up.

Remuneration to the Managing Direcfor is a
matter determined by the Chairman of the
Board. Remuneration to other senior execu-
fives is defermined by the Managing Direcfor
in consultation with the Chairman. These deci-
sions are reported fo the Board.

Remuneration

Remuneration fo the Board during 2004
totalled SEK 570,000, in accordance with
a resolution passed by the AGM. The
Chairman received SEK 228,000 of this
in accordance with a Board resolution.
No remuneration is paid fo members of the
Board who are otherwise employed in the
Group.

During 2004, salary and remuneration total-
ling SEK 1,768,000 was paid fo the CEO.
The CEO has the free use of a company car.
Salaries fo other senior executives fofalled
SEK 4,954,000. Senior executives are also
entifled fo free use of a company car.

Severance pay

No severance pay or other benefits apply to
the Chairman of the Board or to the directors,
apart from the CEO.

The period of nofice for the CEO is six months
in the event of the company giving notice. In
addition to salary during the period of nofice,
the CEO is enfiled to severance pay equal
to 12 months’ salary. Other senior executives
are entifled to receive their salaries during a
period of notice which varies between 6 and
12 months.



Pensions

The Chairman of the Board and the direc-
tors receive no retirement benefits in respect
of their work on the Board.

Retirement age for the CEO and ofher
senior executives is 65. The CEO has an
individual pension insurance arrangement
equivalent fo TP (supplementary pensions
for salaried employees). For 2004, the
premium corresponded fo 19% of salary up
to 30 basic amounts. For salary in excess of
this, a premium payment of 12% is made.
This will provide a pension equivalent to
the 20-30 basic amount range of the TP
plan, i.e. 32.5% of salary. For other senior
executives in the Group, the TP p\on opphes
for that portion of salary up to 30 basic
amounts. For that portion of salary in excess
of this, fixed pension benefits are payable,
equivalent to the ITP plan’s level of 20-30
basic amounts. However, this does not

)

fe @

apply to one business area manager, who,
in his capacity as managing director, has
an individual pension arrangement with pre-
miums that correspond fo the TP plan.

Incentive scheme

An incentive scheme applies to certain
key members of staff, under which they
are paid a variable bonus (equivalent fo
a maximum of three months’ so|or\/) if set
fargets are met.

This programme does not exfend fo the

CEO.

Communication with the stock market
The ambition is to maintain a high stand-
ard of financial information issued by the
Group. Such information must be accurate
and fransparent in order to create |ong-ferm

confidence in the company.

Earnings and a summary of the Group's
financial position are presented quarterly
and, like the Annual Report, are issued to all
shareholders in written form. All takeovers
are announced via press releases.

Full financial information relating to NIBE
Industrier is available via our website www.
nibe.se. Press releases and reports are
posted there at the same time as they are
made public.

During the course of the year there have been
a number of meefings with financial ono\\/sfs,
the media and Aktiesparama (the National
Swedish Shareholders’ Association).

The Board of NIBE Industrier: (leff to right] Georg Brunstam, Bill Tunbrant, Arvid Gierow, Sam Strémersten and Gerteric Lindquist.
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Arvid Gierow (born1943)

Chairman since 2003 and board mem-
ber since 1997. Graduate in business
administration.

Chairman of the Boards of ALMI
Férefagspariner Skéne AB, Marka Pac
AB and Pronea Milisteknik AB. Board
member of Bong Ljungdahl AB and SHB,
Stortorget, Helsingborg.

Shareholding in NIBE Industrier:
21,600 B shares.

Gerteric Lindquist (born 1951)

Board member since 1989.

Chief Executive Officer.

MD, NIBE Industrier AB and NIBE AB.
Graduate in engineering and business
administration. NIBE employee since
1988. Shareholding in NIBE Industrier:
376,140 A shares and 890,860

B.shares.

Georg Brunstam (born 1957)
Board member since 2003.
Graduate in engineering.

Group President and Managing
Director of Nolato AB.
Shareholding in NIBE Industrier: O.

BOARD OF DIRECTORS SENIOR EXECUTIVES

Gerteric Lindquist
Please refer to Board profile on left.

Leif Gustavsson (born1945)

Financial Director, NIBE Indusfrier AB.
Economics graduate.

NIBE employee since 1966. Board
member of Markaryd Sparbank
savings bank. Shareholding in NIBE
Industrier: 376,032 A shares and
763,328 B shares.

Christer Fredriksson (born 1955)
Graduate in engineering. Business
Area Manager for NIBE Element
and MD for Backer BHV AB. NIBE
employee since 1992.
Shareholding in NIBE Industrier:
93,960 A shares and 179,240 B
shares.

Kiell Ekermo [born1956)
Craduate in engineering. Business
Area Manager for NIBE Heating.

NIBE employee since 1998.
Shareholding in NIBE Industrier:
26,800 B shares.

Niklas Gunnarsson (born 1965)
Engineer. Business Area Manager for
NIBE Stoves.

NIBE employee since 1987.
Shareholding in NIBE Industrier:
26,800 B shares.

AUDITOR

Sam Strémersten (born 1955)
Board member since 2001. Graduafe in

engineering.
Business Area Manager, Tetra Pak

Processing Systems.

Shareholding in NIBE Industrier: O.

Bill Tunbrant (born 1950)

Board member since 1997. Graduate in
engineering.

Group Director Cramo Holding BV and
MD for Cramo Instant AB.

Shareholding in NIBE Indusfrier:

1,600 B shares.

SET Revisionsbyra AB
Auditor-in-Chief

Willard Méller (born 1943)
Authorised Public Accountant.
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NIBE Industrier AB

NIBE Industrier AB

Box 14

SE-28521 MARKARYD, Sweden
Tel +46 - 433 - 73 000

Fax +46 - 433 -73 192

NIBE Element

NIBE Element

SE - 280 10 SOSDALA, Sweden
Tel +46 451 - 661 00

Fax +46 451 - 614 37

Backer BHV AB

SE280 10 SOSDALA, Sweden
Tel +46 451 - 661 00

Fax +46 451 -614 37

Backer Elekiro CZ a.s.

Policska 444

CZ - 539 01 HLUNSKO, Czech Republic
Tel +420 - 469 802 524

Fax +420 - 469 313 389

Backer Facsa, S.L.

Ctra De Ribes, km 50

ES - 08591 AIGUAFREDA, Spain
Tel +34 - 938 44 26 00

Fax +34 - 938 44 22 20

Backer FER s.r.l.

Via Statale 255 no 293

IT- 440 47 SANT AGOSTINO, lialy
Tel +39-05 32 35 00 00

Fax +39-05 32 3503 60

Backer OBR Sp. z.0.0.

u.l. Glowackiego 39

PL- 74 200 PYRZYCE, Poland
Tel +48 - 91 481 99 00

Fax +48 - 91 481 99 16

Calesco Foil AB

Vastra Avégen 11 .

SE - 730 40 KOIBACK, Sweden
Tel +46 220 - 453 00

Fax +46 220 - 453 50

Calesco Foil Inc.

The Rice Building

815 West Van Buren Suite 305
CHICAGO, IL 60607, USA
Tel +1-312 455 8121

Fax +1-312 455 8131

Danotherm Electric A/S
Naesbyvej 20

DK - 2610 RZDOVRE, Denmark
Tel +45-36 73 22 22

Fax +45-36 73 22 23

Eliop Praha s.r.o

CZ - 539 55 MIRETICE 32, Czech Republic

Tel +420 - 469 344 176
Fax +420 - 469 344 419

JEVIA/S

Godthabsvej 7

DK - 7100 VEJLE, Denmark
Tel +45-758302 11
Fax +45-75 72 29 00

Loval Oy

Pl 112, Vintergatan 5

FI - 07901 LOVISA, Finland
Tel +358-19 517 31

Fax +358 - 19 532 955

Norells Automotive Inc.

The Rice Building

815 West Van Buren Suite 305
CHICAGO, IL 60607, USA
Tel +1-312 455 8121

Fax +1-312 455 8131

Norells Sweden AB

Vastra Avagen 11

SE - 730 40 KOIBACK, Sweden
Tel +46 220 - 453 00

Fax +46 220 - 453 50

Norske Backer A/S

Postboks 203, Midtbyen

NO - 2202 KONGSVINGER, Norway
Tel +47 - 628 28 828

Fax +47 - 628 17 456

Oy Meyer Vastus AB .
FI - 07230 MONNINKYLA, Finland
Tel +358 - 19 574 02 00
Fax +358 - 19 574 02 20

REBA Div. Industrial Applications
Branch of Backer Fer s.r.l.

Via Paarca Alto Milanese 1

[T- 21052 BUSTO ARSIZIO (Mi)
ltaly

Tel +39-0331 3513 95

Fax +39-0331 34 38 50

Sheated Heating Elements Lid
Wardley Industrial Esfate

Worsley, MANCHESTER M28 2DP
England

Tel +44 - 161 794 61 22

Fox +44 - 161 793 99 79

Shel NIBE Manufacturing Co Lid

Hua Mai Road, Huang Go keng
Henggang Town, Llonggan district
Shenzen, China

Tel +86 - 755 289 303 69

Fax +86 - 755 289 300 57

Sinusjevi Electric Heating B.V.
Nijverheidsweg 2

NL- 1671 GC MEDEMBLIK
Netherlands

Tel +31 - 227 549 100

Fax +31 - 227 549 150

Svend A. Nielsen A/S
Gillelejevej 30

Esbanderup

DK - 3230 GRASTED, Denmark
Tel +45 - 48 39 88 88

Fax +45 - 48 39 88 98

NIBE Heating

NIBE Heating

Box 14

SE- 28521 MARKARYD, Sweden
Tel +46 433 - 73 000

Fax +46 433 - 73 190

NIBE AB

Box 14

SE - 28521 MARKARYD, Sweden
Tel +46 433 - 73 000

Fax +46 433 - 73 190

Focus Varme AB

Brodalsvagen 5

SE - 433 38 PARTILLE, Sweden
Tel +46 31 - 44 08 70

Fax +46 31 -44 85 20

Haato Varaajat

Branch of NIBE AB (Sweden)
Valimotie 27

FI- 01510 VANDA, Finland
Tel +358 -9 274 6970
Fax +358 - 9 274 69740

Haiax A/S

Trippeveien 5

NO -1618 FREDRIKSTAD, Norway
Tel +47 - 69 35 55 00

Fax +47 - 69 35 55 01

Kaukora Oy

Box 21

FI-21201 RAISIO, Finland
Tel +358 - 2 4374 600
Fax +358 - 2 4374 650

KVM-CONHEAT A/S

Industrivej 6

DK - 5492 VISSENBJERG, Denmark
Tel +45 - 64 47 31 00

Fax +45-64 47 31 30

METRO THERM AB

Daléngatan 1

SE - 392 39 KALMAR, Sweden
Tel +46 480 - 42 07 30

Fax +46 480 - 42 07 31

METRO THERM AB, Oy
Kuutamokatu 8 A

FI- 02210 ESPOO, Finland
Tel +358 - 943 91 230
Fax +358 - 943 91 23 23

METRO THERM A/S

Rundinsvej 55

DK - 3200 HELSINGE, Denmark
Tel +45 - 48 77 00 00

Fax +45-48 79 73 33

NIBE-BIAWAR Sp. z.0.0.

Al. Jana Pawla Il 57

PL-15 - 703 BIALYSTOK, Poland
Tel +48 - 85 66 284 90

Fax +48 - 85 65 103 80

NIBE Energietechniek B.V.
Hofstraat 18

NL - 4797 AC WILLEMSTAD
Netherlands

Tel 431 - 1684 73249

Fax +31 - 1684 76642

NIBE Systemtechnik GmbH
Am Reiherpfahl 3

DE - 29223 CELLE, Germany
Tel +49 - 5141 7 54 60
Fax +49 - 5141 75 46 99

Oy Turun Lampatekniikka AB
Autokatu 14

FI - 20380 ABO, Finland
Tel +358 -2 2768 660
Fax +358 -2 2768 670

TMV-Pannan

Branch of NIBE AB

Maskingatan 2

SE-231 66 TRELLEBORG, Sweden
Tel +46 410 - 544 40

Fax +46 410 - 544 60

Velund Varmeteknik

Branch of NIBE AB (Sweden)
Brogérdsvej 7

DK - 6920 VIDEBAK, Denmark
Tel +45-97 17 20 33

Fax +45-97 17 29 33

NIBE Stoves

NIBE Stoves

Box 134

SE - 285 23 MARKARYD, Sweden
Tel +46 433 -75 100

Fax +46 433 -75 140

NIBE AB

Box 14

SE- 28521 MARKARYD, Sweden
Tel +46 433 - 73 000

Fax +46 433 - 73 190
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INDUSTRIER

Corporate identity number: 55 63 74 - 8309

NIBE Industrier AB (publ) ® Box 14 e SE-285 21 MARKARYD, Sweden



