" Healthy air

“sustainably

I/II

— LT



volution

“Our purpose is to provide

healthy indoor air, sustainably.

This commitment is integral to
everything we do. It shapes
our values, steers our strategy
and informs our capital
allocation. We are closely
aligned with environmentail,
health, regulatory and
consumer developments

that are reshaping the
world’s expectation of

how we live life indoors.”
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Highlights

Financial highlights

+ Adjusted operating cash generation .
of £43.4 million, the highest recorded
in the Group's history

+ Adjusted operating margins expanded
strongly pre-COVID-19 and still
delivered a full year margin of 15.6%
(2019: 17.8%) despite pandemic

» UK revenue hardest hit by COVID-18
resulting in 17.6% fall (cc), but with
good recovery through June and July

« Organic revenue growth of 7.5%
constant currency (cc) in Central
Europe and 3.9% (cc) in Australasia

« Inventory initiatives delivered £3.8 million
improvement, £1.8 million from our
OEM business

Key Performance {ndicators page 36

Operational highlights

» Business continuity maintained
throughout with efficient adjustment
to remote working for office staff, and
production facilities remaining open
and adapted to be “COVID-secure”

+ Streamlining and restructuring
initiatives completed in the UK,
coupled with continuing focus on
Operational Excellence in our flagship
facility in Reoding, which will underpin

continued margin expansion in the new

financial year

+ Capability and range enhancement
in the Nordics with addition of ducting
manufacturing competence in
Denmark to complement our Air
Connection business

- Strong organic growth in Germany
further underpinned by the successful
launch of our wireless controls
infrastructure for decentralised
heat recovery

+ Theintegration and development of
our Australasian businesses continues
to go well, with enhancement to our
product offering and an increasingly
supportive regulatory environment

Sustainability highlights

« 56% of plastic used in our own
manufacturing facilities is from
recycled sources

. 59% of our revenue is from low-carbon,
energy saving products

“We have excellent operating cash generation
despite a difficult backdrop.”

Ronnie George, Chief Executive Officer

Revenue £m

£216.6m

2020 2166
2019 2357
2018 " - 2083

2017 . 18541

2016 1545

Adjusted operating profit and adjusted
operating profit margin £m (% of revenue)

£35.7m (15.6%)

2020 337 156%
2019 423 17.8%
2018 371 18.0%
2017 : 356 19.3%
2016 325 21.0%

Reported profit before tax £m

£14.6m

Adjusted operating cash flow £m

£45.4m

2020 14.6 2020 43.4
2019 ‘ 231 2019 36.9
2018 167 2018 344
2017 1.9 2017 359
2016 18.4 2016 311
Net debt En'; . Adjusted EPS pence’
£74.2m 12.1p
2020 5112 73.2' 2020 121
2019 74.6 2019 16.0
2018 72 2018 145
2017 370 2017 13.6
2016 36.1 2016 126
1. IFRS 16 basis.
2. IAS17 basis.

Reported EPS (basic and diluted) pence

4.9p

2020 4.9

2019 9.2
2018 6.7

2017 7.0

2016 78

Dividend per share pence

Op

20200

2018 490
2018 4.44
2017 4.15

2016 3.80

The Group uses some alternative performance measures to track and assess the underlying performance of the
business. These measures include adjusted operating profit, adjusted profit before tax, adjusted EPS, adjusted
operating cash flow and net debt. For a definition of all the adjusted and non-GAAP measures, please see

the glossary of terms in note 36. A reconciliation to reported measures is set out in note 2.

Key Performance Indicators page 36
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Strategic Report

At a Glance

\/\Ve are market leaders in
residential and commercial
ventilation solutions

Our regional coverage

United Kingdom Continental Europe Australasia

- New Build Residential, RMI {Public and - Nordics, Germany, Belgium, the Netherlands « New Zealand and Australia

i X ial, t M R . . . .
Private), Commercial. Export and OF » New Build Residential, RMI, Commercial » New Build Residential and RMI

% of Volution Group revenue by region

United Kingdom (51.5%) ] Continental Europe (34.5%) Australasia (14.0%)

£111.5m £74.7m ~ £30.4m
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Our Purpose

Our sustainable growth
opportunity is being driven
by our purpose

We are differentiated

by our purpose

Our purpose is to provide healthy indoor
air, sustainably. This commitment is
integral to everything we do. It shapes our
values, steers our strategy and informs our
capital allocation. We are closely aligned -
with environmental, health, regulatory and
consumer developments that are reshaping
the worid’s expectation of how we live

life indoors.

We are becoming more sustainable all
the time. During 2020, meetings with
stakeholders helped highlight the most
important issues facing Volution. Installers
are concerned with packaging waste on
site, and consumers are concerned with

. energy use. Our employees want to work
in an organisation that is striving to make
itself sustainable. We have used these
insights to evolve and strengthen our
sustainability strategy. resulting in sharpened
priorities for our road ahead. This framework
is integral to our strategy, operations, culture
and future success. You can read more
about our investment case on page 4.

Read more on page 26

Our value creation proposition

Our leading innovation unlocks a unique global growth
opportunity and delivers value for our customers,

. communities, employees and shareholders.

Héalthy air,
sustcainably

GLOBAL MEGATRENDS

Our changing

world is reshaping

life indoors

Read more on page 20

REGULATORY TAILWINDS

The regulatory

response is driving
growth opportunities

Read more on page 22

INNOVATION IN OUR DNA

Our innovation

positions us to meet
new challenges.

Read more on page 24

Annual Report 2020 Volution Group plc
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Strategic Report

Our Investment Case

Operational

Sustainability

Delivering healthy indoor air whilst minimising our impact
on the environment and helping support the United
Nations Sustainable Development Goals.

56%

recycled plastic used in the
products that we make

‘Read more in our sustainability

section on‘page 26

Market Ieadershihp

In many of our markets we have leading brands, products
and sales channel access. Our business model helps develop
substantial customer loyalty and barriers to entry.

16

market leading brands
in 10 countries -

Growth

Organic revenue growth from a focused sales strategy.
" Strong track record of acquiring and integrating
value-adding businesses into the Group, leveraging
our sales channels and our expertise in product
development, manufacturing and supply chains.

11%

revenue 5-year CAGR

Read more about our growth
strategy on page 18

Diversification
We service both residential and commercial sectors,

_ in both public and private new build and refurbishment
applications in diverse geographies including the UK,
Continental Europe and Australasia.

57.2%

of our revenue is from
non-UK customers

Read more about our
geographic spread on page 2

Read more about the revenue in
our product sectors on page 2

Strong, consistent
development in financial
performance

Reliable organic growth and successful integration of
acquisitions have driven strong and reliable growth in
profitability and operating cash flows. 2020 significantly
impacted by COVID-19.

Structural growth drivers

Growing focus on indoor air quality

O,

3%

adjusted operating profit
5-year CAGR

%

9%

Adjusted operational
cash flow 5-year CAGR

COVID-19 has amplified the growing global focus on indoor air quality.
There will be increasing demand for ventilation systems which help

to provide healthy indoor environments across our markets.

Read more in our global
megatrends section on page 20

Legislative tailwinds

European directives and local building regulations continue to provide new minimums
for energy efficiency and performance of ventilation which has a positive impact on
the value of ventilation. Volution is strongly positioned to develop customer solutions
ahead of the legislation and has a history of being first to market.

4 volution Group plc Annual Report 2020




“In the context

of unprecedented

challenges due
to COVID-19

we demonstrated
the considerable
resilience of our
business model.”

Andy O’Brien
Chief Financial Officer

Annual Report 2020 Volution Groupple 5
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Strategic Report

Our Business \\odel

Our purpose is to provide heqlthy
indoor air, sustainably

Our core values

We believe

Our values form our
behaviour and our culture.
Professional and Reliable
With customers, suppliers,
colleagues and shareholders
and in all relationships.

Innovate

Our products, services
and solutions.

Integrity
Environmentally, socially
and in our governance.

Commitment
100% every day, everywhere.

Customer Service
Strive for quality and.
excellence in everything
we do.

Grow

Qur sales and profit, our
people, our capability, our
capacity and our ambition.
Grow our value and invest
for the future.

+ Fun
Enjoying what we do,
respecting those around us.

Our business

We listen

We listen to our customers
and end users to help them
solve their ventilation
problems and meet their
regulatory obligations.
Tightening energy efficiency
regulations and increased
focus on indoor air quality
lead to increasingly
demanding design criteria

for our customers. We also
strive to improve the end

user experience by minimising
noise, improving aesthetics and

enhancing ventilation controls.

Ve innovate

We continue to innovate
products to meet customer
needs and regulatory
obligations, whilst
considering life cycle and
environmental impact.

We invest and spend 2.4%
approximately of revenue each
year to put ourselves ahead

of regulatory developments,
and ensure our customers
have the best, highly specifiable
products to meet indoor air
quality and carbon efficiency
goals. We can then differentiate
our brands with market leading
and market defining products
and offer cost-effective quality
through constant value
analysis and value engineering
developments.

VWe manufacture

We manufacture whilst
remaining focused on
sustainability and assemble
high-quality, technically
sophisticated ventilation
solutions at optimised cost.

-We have an asset light, low

fixed cost assembly model
which allows us to respond
efficiently to changes in demand.
Coupled with a disciplined
approach to working capital,
this results in consistently

high levels of operating

cash generation.

We manufacture where we

can add value and flexibility,
and outsource component
manufacture to trusted experts
where it is economically sensible.
Our renewed dedication to
Operational Excellence will lead
to further cost efficiency and
improvements in product quality.

Impact on our results:

Continued revenue growth
and margin improvement

Impact on our results:

2.4%

of revenue spent on
new product innovation

Market leading
innovation supports
market leading margins

Impact on our results:

81%

of revenue from products
made in house

We target >90% conversion of
operating profit to cash and
are able to redeploy this cash
into our acquisition strategy

Manufacturing versus
buying-in results in greater
flexibility and lower cost

People
Read more on page 32

6  Volution Group ple Annual Report 2020

Regulatory Landscape
Read more on page 22

Innovation
Read more on page 24

Sustainability Vision
Read more on page 26




We distribute

We provide best in class
customer service to thousands
of customers with thousands
of products across the
Group, whilst minimising
waste and single use plastic.
We supply our products and
services through multiple
channels in trade, in retail and
direct to contractors. Our wide
product portfolio and service
proposition ensure that we
continue to be the supplier

of choice for many of our
distribution partners.

We help
our customers

We have specialist sales and
marketing teams supporting
our customers.

Qur primary communication
channel with our customers is
through our sales and marketing
teams. We structure specislised
teams around local market
requirements ensuring
expertise and focus.

We grow

We deliver growth by
leveraging our product range
and acquisitions to develop
strong market positions and
expand our sales channels.
Our vision is to create
long-term growth by
continuously developing new
and exciting propositions for
our customers. Our aim is to
increase the value to customers
across our brands by leveraging
our product ranges, strengthening
our market positions and
engendering loyalty through
customer service and trust in
our brands. At the same time
our acquisition strategy
ensures we constantly improve
our channels to market and
widen our geographic and
product diversity.

Impact on our results:

21,000+

locations being shipped to

Strong distribution channels
and wide availability creating
customer loyalty and

margin quality

Impact on our results:

400+

total sales people
across the Group

Solution selling and strong
specifications generate
customer preference

Impact on our results:
o

11%

S-year revenue CAGR

Continued revenue growth
and margin improvement

Our outcomes

We deliver

We create sustainable results
for our stakeholders.

Our long-term focus on value
creation creates a sustainable
business model.
Shareholders

We seek to deliver attractive
returns for our shareholders,
with sustained growth in

profit and cash flow.

Employees

We offer career advancement
and training within a framework
of sustainable employment
and international opportunities.

Customers

We listen to our customers
and create products that
deliver healthy air.

Suppliers

We develop long-term
relationships with suppliers
which adhere to the Group’s
Code of Conduct and Anti-Bribery
and Corruption Policy and
allow us to grow together.

Communities and

the environment

We innovate as sustainably as
possible with products designed
to reduce energy consumption.
Our businesses aim to support
the communities in which they
operate through employee
volunteer programmes and
minimising any negative impact
our operations have on the
environment. We take part

in the annual Clean Air Day
and Noise Action Week.

Strategy
Read more on page 18

Chief Executive Officer’s Review
Read more on page 10

Key Performance Indicators
Read more on page 36

Stakeholder Engagement
Read more on page 34
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Strategic Report

Chairman’s Statement

Our highest priority is the
safety and wellbeing of our
employees and customers

Summary
«+ Resilient performance underpinned by geographic diversity.

- Continued strong operating cash generation.

- Positive outlook for growth supported by beneficial
regulatory backdrop.

Dear shareholder,

Following my appointment as Chairman on 1 February 2020, | am
pleased to present our Annual Report and Accounts for the year
ended 31 July 2020.

Following a good first half performance, with revenue and earnings
both up on prior year, the second half was one of considerable
uncertainty due to the COVID-19 pandemic as well as Brexit.

In response to the COVID-19 pandemic, management took quick
and decisive action to protect the health, safety and wellbeing of
employees and the finances of the business with a focus on cost
and cash control. In accordance with governments’ advice and
as a provider of an essential service, most of our facilities kept
operating throughout the pandemic serving customers where
possible. We were proud to support some of the important projects
that were taking place such as providing ventilation for use in the
Nightingale Hospital in London, constructed especially for the
pandemic, and other hospitals and public dwellings. The Company
ensured there was regular communication with employees,
shareholders, customers, suppliers and other stakeholders.
There were many challenges in our different locations, with the
UK being our hardest hit region as construction activity reduced
by 70% initially. However, in contrast, our revenue streams in
Continental Europe and Australasia held up well throughout

the COVID-19 crisis and underpinned Volution's resilient
performance in the second half of the year.

Once governments started lifting restrictions, | was impressed

by the quick return to normal operations and the resilience of our
people. Having visited our largest UK facility in Reading in August,
{ witnessed first hand, some of the precautions that we have
been taking to make sure our people are safe. The crisis has

8  Volution Group plc Annual Report 2020

“The crisis has impressed
on me the relevance,
importance and
sustainability of many
of Volution’s products
and solutions in improving
indoor air quality.”

impressed on me the relevance, importance and sustainability
of many of Volution’s products and solutions in improving indoor
air quality, and the strength of our business model, in particular
our operating cash generation and geographic and product
diversity. | believe we are in a strong position to manage any
future disruption caused by the COVID-19 pandemic.

We do expect further political and economic uncertainty ahead,
as a consequence of the UK's departure from the European Union
and dependent on whether a trade deal is agreed between the
UK and the European Union by 31 December 2020. However,

we are an international business with 57.2% of our revenue being
generated outside the UK and we remain confident in the long-term
prospects for the Group due to our geographic diversification,
value-adding business model and clear growth strategy. More
detailed analysis of how Brexit may affect Volution going forward
can be found in the Risk Management and Principal Risks section
on page 46.

People and culture

The health, safety and wellbeing of our employees is paramount
to Volution. As the COVID-19 crisis evolved we acted early on to
ensure that in the majority of our geographies, employees who
were able to move to remote home working were supported to
do so. Most of our production sites remained operational during

* the crisis, strictly adhering to governments’ guidelines on social

distancing and with enhanced cleaning and hygiene. Our teams
across the Group responded with great speed and agility during a
difficult time, demonstrating the positive culture which exists across
Volution. On behalf of the Board, | would like to thank all our
employees for their considerable commitment, understanding
and co-operation during a very difficult time.

Performance and results

This set of results reflects the resilience of the business through
the pandemic with the Group'’s revenue decreasing by just 8.1%
compared to last year to £216.6 million (2019: £235.7 million).
The main impact on demand was in the UK and management
took actions on indirect costs and focused on cash flow which



mitigated the impact and sets up the business for the next financial
year as it continues to recover. Although adjusted operating profit
was down by 19.8% to £33.7 million, this did include a restructuring
charge of £1.5 million. Regrettably it has been necessary to reduce
employee numbers to both rightsize the UK business and

drive efficiencies.

Volution did initially utilise the UK Government furlough scheme
and similar schemes in our other regions, but given the recovery
and financial strength of the business, the Board agreed that from
the start of the new financial year on 1 August 2020, no more

UK Government furlough payments or job retention bonuses
would be taken.

Dividends

On 16 March 2020 Volution announced in its Half-Year Results
that an interim dividend of 1.71 pence per share was to be paid

to shareholders on 5 May 2020. As a result of the impact of the
pandemic on the business, we announced on 25 March 2020
that the payment of the interim dividend was suspended. Following
due consideration by the Board, we announced on 30 July 2020
that the interim dividend was cancelled and would not be paid and
that no final dividend would be recommended to shareholders

in respect of the financial year ended 31 July 2020.

The Board understands the importance of paying dividends

but the decision to pay no dividends for the financial year ended
31 July 2020 was prudent, alongside other measures taken to protect
the Group’s cash position during an unprecedented time. The
Board does intend to recommence the payment of dividends
during the financial year ending 31 July 2021

Board

During the year there were a number of changes to the Board.
I was appointed as Chairman on 1 February 2020 following the
retirement of Peter Hill. Peter retired, having completed almost
six years as Chairman, to focus on his other two non-executive
chairmanships. On behalf of the Board, | would like to thank -
Peter for his contribution to Volution.

The Board was delighted to welcome Andy O’Brien to the Group
on 1 August 2019 as Chief Financial Officer following the retirement
of his predecessor, lan Dew. Andy joined Volution following nine
years at Aggreko plc, a FTSE 250 global provider of temporary
power, heating and cooling solutions, where he held numerous
senior finance roles including most recently finance director,
power solutions.

Following the requirement under the 2018 UK Corporate
Governance Code that | step down as chairman of the Audit
Committee following my appointment as Chairman of the Board,
I would like to thank Tony Reading for acting as interim chairman
of the Audit Committee until the Board appointed a permanent
successor to that role. The Board was very pleased to welcome
Nige! Lingwood as our new independent Non-Executive Director
and chairman of the Audit Committee on 30 April 2020. Nigel
has extensive public company, financial and accounting and
acquisition experience and was recently group finance director
of Diploma PLC, which operates a similar business model to Volution.

Tony Reading also stepped down as chairman of the Remuneration
Committee on 30 April 2020 after almost six years in the role.
Tony was succeeded by Claire Tiney, who has been a member of
the Remuneration Committee since 2016. Claire has considerable
experience as an HR director and as the chair of two other listed
company remuneration committees.

Shortly after the UK Government announced lockdown restrictions,
it became apparent that the pandemic would adversely affect
the business performance in the second half of the financial year.
As a result, all Board members took a 20% reduction in base
salary for four months, which ended on 31 July 2020.

I would like to record my appreciation for the support given by
my fellow Board members during the crisis and for the regular
dialogue that was maintained despite the challenges with
communications.

Governance

The Group continues to be committed to high levels of corporate
governance, in line with its status as a company with a premium
listing on the Main Market of the London Stock Exchange. We are
fully compliant with the 2018 edition of the UK Corporate Governance
Code and compliance is set out in the Governance Report on
pages 55 to 69.

During the year, a forma! performance evaluation of the Board
and Committees took place to assist in their development. The
results of the evaluations confirmed that the Board and Committees
continue to function effectively and that there are no significant
concerns among the Directors about their effectiveness. Further
information is set out in the Governance Report on pages 65 to 66.

Summary

As society begins to better understand the importance of air
quality, Volution is in a strong position to offer customers ventilation
solutions which are becoming more sustainable and help lead

to healthier lives. We also believe that as a business, we can
demonstrate more dynamically how sustainable our products
already are and articulate better our sustainability strategy

and vision. This Annual Report explains how the Board aims to
achieve this. Our sustainability strategy and performance targets
can be found on pages 26 to 33.

Following a very difficult period since the pandemic first struck
earlier this year, our response has shown me the strength and
resilience of our asset light business model and geographic diversity
and the agility and decisiveness of management in responding to
a major and ongoing threat to the business. Whilst we have not yet
seen the end of the COVID-19 threat, we understand how to protect
the health, safety and wellbeing of our employees and secure

the long-term success of the business.

Paul Hollingworth

Chairman
8 October 2020
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Strategic Report

Chief Executive Officer's Review

We're creating significant
opportunities amidst the
challenges and uncertainty

Summary

« Avyear where we experienced significant reductions
in demand in the second half resulting from the global
pandemic and where the priority was to keep our valued
employees safe at all times.

« Our asset light model, dexterous approach to reduced
demand and cash conservation measures mitigated the
impact of a 19% revenue decline in the second half of the
year and ensured that we continued to generate operating
cash throughout the year.

« Revenue of £217 million achieved despite a significant
impact from COVID-19 in the second half of the year.

+ Organic revenue decline of 8.1% in the year (7.0% at
constant currency), the period April to June significantly
down on the prior year, recovering through to July at a
7.7% decline (8.0% at constant currency), with the recovery
continuing into the new financial year.

« Adjusted operating profit of £33.7 million, a decrease of
19.9% over the prior year having delivered a profit growth
of 7.6% in the first half of the year.

« Excellent progress in the first half of the year in our
Operational Excellence programme. Organic operating
margins expanding by 70 bps and continued progress with
initiatives in the second half of the year despite the lower
revenues impacting the operating margin out-turn in the
year. We remain committed to our short-term operating
margin target of 20%.

10 volution Group ple Annual Report 2020

“Geographic diversity
underpinned business
resilience throughout
the crisis.”

High level of customer service across all geographic areas
throughout the worst of the global pandemic, with supplies
of critical ventilation products to important projects such as
the Nightingale Hospital at the ExCel in London.

Significant progress with business streamlining initiatives
as part of our Operational Excellence programme, most
notably in the UK, resulting from the substantial investment
in our ERP systems and flagship manufacturing facility

in Reading.

Successfully integrated the prior year’s acquisition of
Ventair in Australia, establishing a leading residential
position in Australasia, as well as one smaller bolt-on
acquisition in the year in Denmark.

Continuing investment in the most innovative ventilation
solutions for our markets with the notable introduction of
the wireless infrastructure to complement our leading
product position for decentralised heat recovery ventilation
in Germany, where we delivered organic revenue growth

of 18.1% in the year.




Overview

The financial year 2020 was without doubt the most challenging
since we listed in 2014. Good progress was made in the first half
of the year, with operating margins expanding by 70 bps versus the
prior year underpinned by our focus on Operational Excellence,
with a positive outlook for the second half of the year. As we
returned from the Christmas period we were notified of potential
impacts from our Chinese suppliers due to the outbreak of
COVID-19. We managed to navigate the potential disruption

to our supply chain and had no discernible service impacts to
customers in the year. As the new calendar year progressed,
what was expected to be a potential risk to our supply chain
became a demand shock with revenues most significantly
impacted in our UK market. The geographic diversity of the
Group, something we have worked on for some years now,
provided us with a resilience and reliability in our revenues such
that our revenue decline in the second half of the year was
limited to a 19% fall, resulting in revenue decreasing by just 8.1%
for the full financial year compared to the prior year. The main
decline occurred during April and May with reductions of 50%
and 35% respectively, with most of the adverse impact coming
from the UK market.

Early on in the second half of the financial year it became clear that all
of our markets were going to be impacted by the global pandemic to
varying degrees. | have been genuinely impressed by the dexterity
and improvisation of our teams to ensure that we could continue to
operate our business model and provide high levels of customer
service and support, whilst also taking maximum precautions to
keep our employees safe and protected. Across all areas of the
Group we moved sales support teams and back office staff to a
home working situation as quickly as possible whilst maintaining
good customer service. Social distancing and improved hygiene
and cleaning regimes were introduced at all of our facilities. Where
efficiency gains have been made, we will look to lock these in as part
of normal practice post the crisis. Our employees have been truly
inspirational, and | would like to thank each and every one of them
for their commitment and dedication to our business at this most
difficult time.

The Group delivered revenue of £217 million in 2020, a decline of
8.1% in the year with all of the revenue decline taking place in the
second half of the year as a result of the global pandemic. Adjusted
operating margins reduced from 17.8% in the prior year to 15.6% in
the year, the decline as a result of the significant volume reduction
in the second half of the year as well as a number of restructuring
costs incurred due to the various streamlining initiatives that were
implemented in the latter part of the year. Our short-term target
to improve operating margins to 20% remains intact. Good progress
was made in the first half of the year and has continued in the
new financial year.

As part of our QOperational Excellence programme we have a
heightened and increased awareness of managing waste in our
supply chain and across all aspects of our business. Throughout
the year we have increased our focus on reducing waste, hugely
assisting with our operating margin expansion plans. Some notable
achievements in the year include the material reduction of single
use plastic in our packaging of products as well as a project to
analyse the potential to increase the use of recycled plastics in

our processes. We have set ourselves an ambitious target to '
increase the use of recycled plastic materials from our current
rate of 56% in all of our injection moulding and extrusion processes
to a rate of 90% by the end of our 2025 financial year. We are
determined to ensure our products are supplied to the market in
the most sustainable way and the application and use of greater
proportions of recycled input materials will also support us in

our goal of increasing both our gross and operating margins.

As well as the increased usage of recycled materials and the
considerable initiatives to reduce packaging materials in the
supply of our ventilation solutions to the market, we are embarking
on a journey to improve our sustainability across all aspects of
the business. Our sustainability strategy, plans and ambitious
targets for the coming years are set out on pages 26 to 33.

Over the last couple of years there has been a noticeable increase
in awareness, across all of our markets, of the importance of indoor
air quality. Regulations encouraging the reduction of carbon
emissions in new build and refurbishment markets, the importance
of a healthy environment and how air quality is inextricably linked
to delivering a harmonious environment for both commercial and
residential buildings are supporting the demand for our innovative
solutions. We have seen in New Zealand the positive impact on
revenue from the Healthy Homes Act, which regulates landlords
to provide good quality ventilation in their dwellings, driving our
growth in that market to 0.8% at constant currency during the
year, despite almost no revenue in April 2020 due to the local
lockdown to control the spread of COVID-19.

In Germany, regulations supporting the retrofitting of energy
efficient ventilation, in particular our leading decentralised heat
recovery solutions, enabled us to deliver organic growth of 18.1%
in the year, actually running at close to 30% in the first half of the
year but reducing to 8% in the second half of the year as local
lockdown measures subdued the strong demand for our products.
Whilst the impacts of the global pandemic have been hugely
distressing, there has been a steep increase in awareness of

+ how indoor air quality and properly ventilated buildings provide a

healthier place to live, work and play. Over the coming years we
look forward to and expect far greater regulation to reduce carbon
emissions, improve efficiency of buildings and also ensure that
buildings provide a healthy environment for occupants.

We expect further political and economic uncertainty ahead,

as a consequence of the UK’s departure from the European Union
and dependent on whether a trade deal is agreed between the UK
and the European Union by 31 December 2020. However, the
Group is now a truly international business with over 57% of our
revenue being generated outside the UK which, coupled with

our value-adding business model and clear growth strategy.
gives us confidence in the long-term prospects for the Group.
More detailed analysis of how Brexit may affect Volution going
forward can be found in the Risk Management and Principal Risks
section on pages 47 and 48.
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Strategic Report

Chief Executive Officer's Review continued

United Kingdom

31July 2020 31July 2019 Growth (cc)
Market sector revenue £m £m %
UK f
Residential RMI 33.4 394 (15.2)
New Build Residential Systems 21.9 278 (21.0)
Commercial 27.3 34.8 (21.8)
Export 8.6 9.9 (12.8)
OEM 20.3 23.6 (13.6)
Total UK revenue m.s 135.5 (17.6)
Adjusted operating profit 15.6 241 (32.9)
Adjusted operating profit margin (%) 14.0 178 (3.8)pp
Reported operating profit 4.8 12.2 (60.3)

In the UK our revenues reduced from £135.5 million to £111.6 million
(on a constant currency basis), a 17.6% decline. Adjusted operating
profit declined from £24.1 million to £15.6 million with an adjusted
operating margin reduction from 17.8% to 14.0% due to revenue
reduction as a result of the pandemic coupled with the restructuring
costs. The decline occurred solely in the second half of the year
and it is important to note that in the first half of the year adjusted
operating margins had increased from 17.4% to 18.9%, underpinned
by all of the Operational Excellence initiatives. Demand recovered
in the UK with April and May 2020 being the most adversely
impacted months and we saw a steady improvement in revenues
through June and July. continuing into the new financial year. We
fully expect the UK to return to a positive operating margin growth
trajectory, assisted by the recovering demand and the many
initiatives delivered in 2020 and underway to deliver further gains
in the coming months.

Sales in our UK New Build Residential Systems sector were

£21.9 million (2019: £27.8 million), an organic decline of 21.0%,
disappointingly the first time since 2010 that we have not delivered
strong organic growth in this sector. We do, however, continue

to benefit from regulatory drivers aimed at reducing the carbon
emissions from all new residential dwellings and the imminently
expected revisions to both Part F and Part L of the Building
Regulations will provide greater regulatory support for demand
for central ventilation systems in new residential development.
Whilst there is uncertainty around the medium-term completions
for new build residential properties in the UK, we do see short-term
positivity in this sector, supported by the stamp duty holiday until
31 March 2021, lower rates for mortgages and what appears to be
an element of pent-up demand for house purchases. The long-term
demand for our ventilation systems will continue to be underpinned
by regulatory drivers as the more energy efficient ventilation
systems will be increasingly vital for the developer or architect

to specify. We also note a more discerning house buyer becoming
more acutely aware of the advantages, not just to energy efficiency
but also to indoor air quality inextricably linked to improved health.
These drivers are prevalent in all of our markets, not just in the UK.

12 volution Group plc Annual Report 2020

The UK Residential Public RMI market started the year very well
with an organic growth of 4.5% in the first half of the year. Revenues
ended the year at £13.0 million, an organic decline of 16.6% which
all occurred in the second half of the year. As the UK went into
lockdown at the end of March 2020, our public housing RMI
customers took a sensible risk-averse approach to refurbishment.
Demand materially reduced in April through to the end of the
financial year although we have now seen a material step up in
activity. Across our market leading brands of Vent-Axia and
Airtech we have a wider offer to our market than our competitors.
With the ability to specify products and supply through our valued
distribution partners under our Vent-Axia brand, or providing

a more specialised support through our Airtech brand, we

are well positioned to benefit from the catch-up on overdue
refurbishment works in this sector of the market. Over the last
three years we have substantially improved the product portfolio
ensuring that we have all types of ventilation solutions required
for any application.

The UK Residential Private RMI market revenue of £20.4 million
represented a decrease of 14.4% compared to the prior year. As with
all aspects of the UK revenue we saw a profound impact on demand
in April and May; however, the recovery in Residential Private RMI
was encouraging during July and the start of the new financial
year. As with other refurbishment markets across the Group

we are seeing a definite upturn in demand for our products as
homeowners divert spending to home improvement at a time when
holidays, travel and entertainment are more difficult. It remains to be
seen, but several recent studies have indicated that having spent
an unusually high period of time in the home, customers are now
looking to make improvements that previously were being left
unattended to. Coupling these improving trends with our strong
position, three proprietary brands and significant routes to market
through both the trade and the retail routes, we are optimistic
about the demand in the coming months. During the year there
was a substantial enhancement in the product range available

to this market and with our facility in Reading now running as
intended, we are well placed to service the likely higher demand.



The UK Commercial market revenue declined in the year to
£27.3 million (2019: £34.9 million). Our revenue splits broadly
into two-thirds new build market and the balance refurbishment.
We had the same situation in this market as with the rest of the
UK and a similar rebound is occurring in the recent months. Our
leading range of Natural Ventilation with Heat Recycling (NVHR)
is winning important projects for the education new build market
and despite uncertainty regarding the medium-term demand in
commercial buildings, we are seeing a steady pipeline of projects.
Our fan coil range of products, providing cooling and heating in
primarily but not exclusively commercial buildings, continues to
be well placed to solve the problem of overheating in buildings.
Since acquiring both Diffusion and Breathing Buildings we have
now integrated the brands into a more cohesive and better
co-ordinated commercial offer to the UK market. The Breathing
Buildings offices in Cambridge will now close by the end of this
calendar year and together with operational streamlining that
was carried out in the second half of the year will underpin

cost savings in this area.

Whilst our improvements to the natural and hybrid range of
products are helping us win share in the new build school market,
we noticed a marked slowdown in activity for the supply of energy
efficient fan coils into the new office construction market. Our
refurbishment product range performed very well and we are now
crystallising the benefits of having one sales leadership team
across our commercial market.

The UK Export market revenue declined to £8.6 million (2019 like

for like: £9.9 million), a decline of 12.8% (at constant currency) due
to the UK market seeming to be more adversely impacted during
April and May than the other markets we supply.

The OEM revenue stream also reduced to £20.3 million, a decline of
13.6% at constant currency. In line with our Operational Excellence
programme there were considerable improvements to the
production efficiency as well as product cost reductions to our
leading EC3 motor proposition, which will manifest in margin
expansion in the new financial year. Having experienced teething
issues in the prior year when implementing the new ERP system,
we are now enjoying the considerable upside benefits of this
project, the supply chain optimised and working efficiently,
coupled with planning and customer service enhancements
which will pay back in the coming months.

John Foley, having joined in May 2019 as Managing Director of
the UK Ventilation Group, has developed a strong UK leadership
team and whilst the second half of the year was a difficult period
to manage, many planned streamlining and business efficiency
initiatives were delivered. All of these are designed to deliver
customer service and margin expansion benefits in the new .
financial year. Our flagship production facility is running to plan
and will support not just the UK revenue growth initiatives but
also provide low cost, flexible and responsive support to many
of our residential refurbishment initiatives across the Group.

John Fdley, Managing Director, Ventilation UK
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Strategic Report

Chief Executive Officer's Review continued

Continental Europe

31July 2020 31 July 2019 Growth (cc)
Market sector revenue £m £m %
Nordics . ' 41.6 470 (9.4)
Central Europe 331 3.0 7.5
Total Continental Europe revenue 74.7 78.0 2.7
Adjusted operating profit 15.3 16.7 (79)
Adjusted operating profit margin (%) 20.5 214 0.9)pp
Reported operating profit 121 (2.0

12.4

Sales in Continental Europe were more robust than in the UK,
with revenue of £74.7 million (2019: £78.0 million) an organic
decline of just 2.7% on a constant currency basis. Adjusted
operating profit was £15.3 million versus a prior year achievement
of £16.7 million, and adjusted operating margins reduced by
0.9pp to 20.5%. As with the UK there were some streamlining
and business efficiency improvements in the year, the costs
associated with these changes being incorporated in the
operating result. Considering that all areas of our Continental
European business were impacted by COVID-19 in the second
half of the year, a revenue decline of just 2.7% (constant currency)
is a testament to the diversity and strength of our market
positions. Whilst there was a small operating margin decline we
are confident that the improvements made in the year will
underpin a step up in the new financial year, supporting our
short-term target to deliver a Group operating margin of 20%.

Sales in the Nordics region were £41.6 million (2019: £47.0 million),
a decrease of 9.4% at constant currency compared to the previous
year. There was a similar pattern for revenues in the Nordics as in
the UK; however, the decline was less pronounced and by the
end of the financial year we had recovered to what we would
consider to be more normal levels of revenue.
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Our Swedish residential refurbishment trade and retail activities
performed well during the year, a similar story to elsewhere in the
Group, where refurbishment demand is expected to be more
robust than the project markets. in Norway, the lockdown in April
and May was more stringent and our revenues were more
adversely affected. The same situation persisted in the Finnish
market where demand for the Pamon heat recovery system
products was much lower than the prior year. Denmark has
performed in a similar way to Sweden and all Nordic markets are
now performing much closer to expected levels.

During the year we acquired the assets of a smali rectangular
steel ducting manufacturing business to complement our Air
Connection circular ducting and heat recovery systems offer.
Being able to offer the market a full turnkey solution for projects
will enable us to grow share and leverage our wider product
portfolio of heat recovery systems. We also completed the
transaction to acquire our distribution route to market sales.
capability from Nordic Line, our long-term historical partner

for residential refurbishment product sales in the local market.

Andreas Lofstrand was promoted to sole Managing Director for
our Nordic area having run a joint leadership with Eva Thunholm,
who advised us of her intention to leave in February 2020.

A number of significant Operational Excellence initiatives are

Andreas Léfstrand, Managing Director, Nordics




underway including the move of our Nordic headquarters from
the existing site in Gemla, Sweden, to a new more efficiently laid
out facility in Vaxjo in Sweden. These changes are again intended
to underpin our margin expansion plans of a short-term target

to deliver a Group operating margin of 20%.

Revenue in Belgium and the Netherlands was £16.1 million
compared to the prior year of £16.6 million, an organic decline of
2.3% on a constant currency basis. Having delivered an organic
growth of 5.6% in the first half of the year the revenue declines in
the second half were mainly in the Netherlands with our activity
in Belgium rebounding very well in the latter part of the year. Our
companies in Belgium and the Netherlands were some of the first
areas in the Group to go into lockdown and the opportunity for
.the rest of the Group to learn from how they activated remote
working from office customer support was hugely helpful. Our

. strategy to grow our position with wholesalers in both Belgium
and the Netherlands is working very well and we expect to see
further benefits from this strategy in the new year.

Our star performer in the year was Germany. Our market leading
proposition in decentralised heat recovery and a favourable and
supportive regulatory backdrop, coupled with support from the
German Government to apply this technology in both new and
refurbishment applications, enabled us to deliver revenues of
£17.0 million, an organic growth of 18.8% on a constant currency
basis. Our Xenion range of decentralised heat recovery performed
very well in the year and although delayed until the start of the
new financial year, we are delighted to have added a wireless
control infrastructure across the product range. This rolling out in
the first quarter of the new financial year is expected to further
support the strong organic growth we have seen in the last few
years. During 2021 we have an ambitious roll-out programme to
introduce these leading decentralised heat recovery products
into the UK and Nordic markets.

Sdstainabilitg
Strengthening our
sustainability strategy

We have set ourselves an ambitious target to increase
the use of recycled plastic materials from our current
rate of 56% in all of our injection moulding and
extrusion processes to a rate of over 30% within the
next five years. As well as the increased use of recycled
materials and the considerable initiatives to reduce
packaging materials in the supply of our ventilation
solutions to the market, we are embarking on an
intense focus on improving our sustainability across

all aspects of the business.

Read more on page 26

“We're delivering
sustainability and
resilience of the built
environment through
innovative solutions.”
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Strategic Report .

Chief Executive Officer's Review continued

Australasia
31.July 2020 31July 2019 Growth {cc)
Market sector revenue £m £m %
Total Australasia revenue 30.4 22.2 42.6
Adjusted operating profit 4.6 3.9 223
Adjusted operating profit margin (%) 15.2 177 (2.5)pp
Reported operating profit 3.5 29

201

Sales in Australasia were £30.4 million, growth of 42.6% at constant
currency, driven by a full year of trading from Ventair and assisted
by organic growth of 3.9% (at constant currency). The organic growth,
whilst lower in the second half of the year, was particularly
impressive when considering that in New Zealand the country
implemented a very significant lockdown in April with negligible
activity. Adjusted operating margins fell to 15.2% versus 17.7% in the
prior year, mainly as a result of dilution from the Ventair acquisition
in Australia. Sales have been underpinned by two important factors.
In New Zealand, the Healthy Homes Act has provided regulatory
support for the provision of ventilation to be included in all rental
properties. We have seen this regulation drive a marked increase

in demand for our ventilation ranges with this trend expected

to continue for the foreseeable future. Secondly, as in all of our
markets, the impact of COVID-19 on consumer behaviour is
supporting greater investment in residential refurbishment and
our orientation in Australasia is predominantly towards this area

of the market.
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Since acquiring Ventair. in March 2019 we have made progress
with the introduction of new products from across the Group.
There has also been good cross-selling of product ranges from
the Ventair portfolio, initially launched in New Zealand, but also
the potential to sell elsewhere in the Group. We are focused on
continuing to improve the product mix in Australia, as well as the
continuing good growth in revenue to assist with expanding
operating margins. Whilst these markets are logistically remote
from our UK and Continental European activities, the market
characteristics and approach to customers are very similar.
Regulations in both countries are increasingly supportive of our
innovative range of products and we enjoy strong relationships
with traditional mechanical and electrical wholesalers, as well
as some retail routes to market. We are the market leaders in
New Zealand and we are looking to build our market share in
Australia more quickly as we broaden the range of products

on offer. -



Strategy

Organic growth

The financial year ended 31 July 2020 was the first year since listing in
2014 that the Group has failed to deliver revenue growth. Good progress
was being made in the first half of the year and then regrettably the
impacts of the global pandemic materially affected our revenue
streams in the second half of the year. Despite the disappointing
revenue performance we continued to bring new product solutions
to each of our markets and have been working more closely on
maximising the utilisation of our enriched product portfolio to
cross-sell more products in each of our geographies. Starting in 2018
and completed in 2020, we have performed a considerable upgrade
of our residential refurbishment product portfolio. The project,
internally code-named “Liberty”, has now provided us with a more
interchangeable and configurable combination of chassis, grille,
electronics and motor parts which enable us to customise solutions
for each of our markets more quickly and efficiently than before.
These ranges were rolled out in the UK during the year and will be
rolled out to other geographies over the next year.

Innovation and iterative development of existing products will enable
us to capture greater market share. As well as the roll-out of the
Liberty range of products, we are targeting the roll-out of decentralised
heat recovery products in the Nordics and UK. As the existing stock
of residential dwellings in all of our respective markets comes under
greater scrutiny to improve carbon emissions and energy efficiency,
best achieved through improved insulation and airtightness, the
provision of heat recovery ventilation, whether central systems or
decentralised solutions, becomes much more compelling.

Indoor air quality is inextricably linked to health. COVID-19 has
heightened people’s awareness of what indoor air quality means
with practically all governments having encouraged citizens to
meet in “well ventilated spaces”. Whilst the impact will not be
immediate, we are seeing a noticeable difference in how local
customers think about ventilation in buildings and the consequences
for health. During the year enquiries for ventilation solutions that
can specifically help reduce the risk of COVID-19 transmission
were a common theme and we have already developed some
niche solutions that can help reduce the risk, as well as providing
more general guidance on how to properly ventilate indoor spaces.
Overheating in buildings is also an increasing theme that we are
helping customers with as well as the need to reduce noise ingress
and provide quieter ventilation solutions. All of these trends are
evident in the markets in which we trade and we expect to see more
regulations prescribing a more sympathetic and energy efficient
ventilation solution to be-applied, mainly in new build developments
but also swiftly followed by the refurbishment sector.

Acquisitions

During the year we made good progress with the integration of
Ventair Australia into the Group. We have high expectations to
grow our market share in Australia, providing the market with a
wider range of products through our national supply network. We
also added one small bolt-on acquisition in the year, a sales network
servicing wholesalers and builders’ merchants in Denmark.

When the impacts of the global pandemic were firs>t evident

on revenues, towards the end of March, we focused on cash
conservation and mitigation measures. As we moved to the end of
the financial year, the recovery in activity was clearly evident and
we are now continuing to fully engage with our ongoing plans to
grow by acquisition. We believe that the ventilation markets in
which we operate remain fragmented and fully expect to continue
our successful track record of adding new brands and market
positions to the Group’s portfolio.

Operational Excellence

At the beginning of the financial year we announced a change to
the third pillar of our strategy to include a focus on Operational
Excellence to underpin the short-term goal of a 20% operating

margin. In the first half of the year we delivered a 70 bps total
improvement in operating margin and had the revenues not been
adversely impacted in the second half of the year from COVID-19,
were confident of continuing progress. | am confident that the
considerable efforts that we made in the year, the streamlining
initiatives, not just in the UK but across all three geographic regions,
will assist us greatly in improving operating margins in the next
couple of years. Our heightened focus on sustainability, eliminating
as much waste as possible from our processes and our supply
chain, will further assist with our margin expansion plans.

Further information on our strategy can be found on pages 18 and 19.

People

The year has been the most challenging | can remember, and |
recognise that this has been the case for all of our employees
both professionally and personally. Throughout the crisis we have
kept our employees fully infformed as to what was happening.
Our UK business was the most adversely affected with regard to
activity and we utilised the Coronavirus Job Retention Scheme.
In April, when UK revenues declined 70% on the prior year, we
were able to furlough a large proportion of our employees, but
then be more considered about what to do next as the situation
became clearer. | am certain that the use of this scheme did protect
employment; however, we did have a UK re-organisation which
resulted in a number of employees being made redundant. Much
of this related to streamlining measures; however, a large element
was related to the downturn in demand we have experienced.

| am hugely mindful of the personal stress that redundancy causes
and believe that we carried out these changes in the most
supportive and sympathetic way we could. Wherever possible we
encouraged volunteers rather than using compulsory redundancy.

What we have seen throughout the COVID-19 crisis, something
we will benefit from over the long term, is the considerable
commitment and dedication from all of our employees in providing
business continuity and excellent customer service. Whilst demand
in April and May was much lower than normal, at that time practically
all of our back-office sales support and other services were working
from home. | want to place on record my thanks and appreciation to
everyone for the amazing way in which they have dealt with, and
are continuing to deal with the crisis and believe we are very well
placed to enjoy the recovery in our markets which is already underway.

Outlook

We have seen strong organic revenue growth of 7% in the first
two months of the new financial year, driven by our geographic
diversity, structural drivers in the form of more stringent air quality
regulations, our market leading positions and strong demand

in the refurbishment markets from customers upgrading their
ventilation solutions. The self-help and streamlining measures
we implemented last year, together with continuing operational
efficiencies, have also delivered a significant increase in our
operating margins in all three of our geographic regions.

The Board is pleased with the strong start to the new financial
year, and is comfortable with the market expectations for FY21,
however, the outlook remains uncertain. The COVID-19 pandemic
continues to impact on our markets, and in the UK the ongoing
negotiations to finalise a trade agreement with the EU are a concern.
We do believe that our geographic diversity, underpinned by the
considerable improvement in both our direct and indirect cost
base, will engble us to make further progress.

Ronnie George
Chief Executive Officer

8 October 2020
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Strategic Report

Our Strategy

Extending our track record
of industry leadership and
strong performance

We intend to achieve our goals through a
combination of three strategic objectives: organic
growth, selective acquisitions and Operational
Excellence, and this year have focused our
activity around embedding our approach to
Environmental, Social and Governance issues
(ESQ) into our culture. The following diagram
summarises our Group strategy:

Organic Value-adding
growth acquisitions

Operational
Excellence -

Sustainability
I

Culture

Development
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Organic growth

Continue to grow through a focused sales strategy for each of
our market sectors. Focus on opportunities arising from increasingly
favourable regulatory environments. Continue to build public
awareness of indoor air quality issues and the benefits to health
of higher value ventilation solutions to grow our markets and increase
margins. Continue to develop new products and deliver benefits
from recently acquired businesses and drive cross-selling initiatives.

Actions
+ Drive demand growth in all our markets benefiting from
regulation and educated end users.

+ Bespoke sales and marketing strategy to address each
market sector.

+ Provide innovative products to address evolving market
demand and generate upselling opportunities.

» Promote sales opportunities for Group products through newly
acquired companies.

Achievements during the year

+ Organic operating margin expansion in the first half of the year,
although latterly impacted in the second half of the year due
to COVID-19.

- Significant market traction with our Xenion range of
decentralised heat recovery products in Germany.

+ Continued roll-out of the Liberty fan platform across the Group.

« Launched our new wireless zonal control system for decentralised
heat recovery in Germany.

Increased efficiency and use of recycled materials at our
moulding, extrusion and assembly facility in Reading, UK.
FY2021 focus

+ Range development, maximising the opportunities arising
from our expanding geographic and market sector range.

Roll out the range of decentralised heat recovery systems
across the Group’s different geographic channels.

+ Extend our range of controls to a wider range of product platforms.
« Further broaden the EC3 product range marketed by Torin-Sifan.

- Launch our new mechanical extract central ventilation system
(MEV) platform through Group sales channels.

We will continue to acquire and integrate complementary

- businesses in the residential market and, where appropriate, in

the commercial ventilation market. Our focus will be principally
on opportunities in Europe where there are clear synergistic benefits
available and for key strategic opportunities, outside of Europe.






