Disclosure Statement Pursuant to the Pink Basic Disclosure Guidelines
MESTEK, INC.

260 North Elm Street
Westfield MA 01085

413-568-9571
www.mestek.com
investorRelations@Mestek.com
SIC Code: 3434

ANNUAL REPORT

For the period ending December 31, 2022 (the “Reporting Period™)

OUTSTANDING SHARES
The number of shares outstanding of our Common Stock was:

7.571.084 as of December 31, 2022

7.578.568 as of December 31, 2021

SHELL STATUS

Indicate by check mark whether the company is a shell company (as defined in Rule 405 of the Securitics Act of
1933, Rule 12b-2 of the Exchange Act of 1934 and Rule 15¢2-11 of the Exchange Act of 1934):

Yes: O No: &

Indicate by check mark whether the company’s shell status has changed since the previous reporting period:

Yes: O No:

Change in Control
Indicate by check mark whether a Change in Control' of the company has occurred over this reporting period:

Yes: O No: ¥
1) Name and address(cs) of the issuer and its predecessors (if any)

In answering this item, provide the current name of the issuer any names used by predecessor entities, along
with the dates of the name changes.

Mestek, Inc.
260 North Elm Street
Westfield MA 01085

OTC Markets Group Inc.
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The state of incorporation or registration of the issuer and of each of its predecessors (if any) during the past
five years; Please also include the issuer’s current standing in its state of incorporation (e.g. active, default,
inactive):

PA--Active

Describe any trading suspension orders issued by the SEC concerning the issuer or its predecessors since
inception:

None

List any stock split, stock dividend, recapitalization, merger, acquisition, spin-off, or reorganization either
currently anticipated or that occurred within the past 12 months:

None
The address(cs) of the issuer’s principal executive office:

260 North Elm St, Westfield MA 01085

The address(es) of the issuer’s principal place of business:
Principal executive office and principal place of business are the same address.

Has the issuer or any of its predecessors been in bankruptcy, receivership, or any similar proceeding in the past
five years?

No: X Yes: O [If Yes, provide additional details below:
2) Sccurity Information

Transfer Agent

Name:  Computershare Investor Services

Phone:  781-575-2000

_ Email: www,computershare.com/investor

Street Address: 150 Royall St., Canton MA 02021

Mailing Address: PO Box 43023 Providence RI 02940-3023

Publicly Quoted or Traded Securities:

The goal of this section is to provide a clear understanding of the share information for its publicly quoted or
traded equity securities. Use the fields below to provide the information, as applicable, for all outstanding
classes of securities that are publicly traded/quoted.

Trading symbol: MCCK

Exact title and class of sccuritics outstanding: Common shares

CUSIP: 590829305

Par or stated value: $0.05

Total shares authorized: 20,000,000 asof date: 12/31/22
Total shares outstanding: 7.571.084 as of date: 12/31/22

QTC Markets Group Inc.
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Number of shares in the Public Float?: 1,470,810 as of date: 12/31/22
Total number of sharcholders of record: 182  asofdate: 12/31/22

Security Description:

The goal of this section is to provide a clear understanding of the material rights and privileges of the securities
issued by the company. Please provide the below information for each class of the company’s equity securities,
as applicable:

I. For common equity, describe any dividend, voting and preemption rights.

The Company has one class of common stock with one vote per share.

2. For preferred stock, describe the dividend, voting, conversion, and liquidation rights as
well as redemption or sinking fund provisions.

The Company has no preferred stock.

3. Describe any other material rights of common or preferred stockholders.

4. Describe any material modifications to rights of holders of the company’s securities that
have occurred over the reporting period covered by this report.

3) Issuance History

The goal of this section is to provide disclosure with respect to cach event that resulted in any changes to the
total shares outstanding of any class of the issuet’s securitics in the past two completed fiscal years and any
subsequent interim period.

Disclosure under this item shall include, in chronological order, all offerings and issuances of securitics,
including debt convertible into equity securities, whether private or public, and all shares, or any other securities
or options to acquire such securities, issued for services. Using the tabular format below, please describe these
events,

A. Changes to the Number of Outstanding Shares

Indicate by check mark whether there were any changes to the number of outstanding shares within the past two
completed fiscal years:

No: [ Yes: I (If yes, you must complete the table below)

OTC Markets Group Inc.
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Shares Outstanding as of Second
Most Recent Fiscal Year End:

Opening Balance

Date 12-31-20 Common: 7,506,716

Preferred: 0

*Right-click the rows below and select “Insert” to add rows as needed.

Date of Transaction Number Class of Value | Were Individual/ Reason for Restricted or | Exemption
Trans- type (c.g., new | of Shares | Securities | of the Entity Shares | share Unrestricted | or
action issuance, Issued (or shares | shares were issued issuance (e.g. | as of this Registration
cancellation, cancelled) issued | issued at | to, for cash or filing. Type.
shares ($/per | a debt
returned to share) | discount conversion) -
treasury) at to OR -
Issuan | market Nature of
ce price at Services
the time Provided
of
issuance
?
8/23/21 [SO Exercise | 88,562 Common | $32.00 | Yes. Mgmt. ISO Unrestricted | Rule 144
180 Exercise
8/23/21 Treasury share | (8,355) Commeon | $32.00 | Yes, Mgmt. ISO Unrestricted | Rule 144
purchase ISO Exercise
10/24/21 | Treasury share | (8,355) Common | $32.00 | Yes, Mgmt. ISO Unrestricted | Rule 144
purchase ISO Exercise
10/25/22 | Treasury share | (7.484) Common | $39.50 | Yes. Mgmt. 18O Unrestricted | Rule 144
purchase 1SO Exercise

Shares Outstanding on Date of This

Report:

Ending Balance:
Date 12/31/2022 Common: 7,571,084

Preferred: O

Example: A company with a fiscal year end of December 31%, in addressing this item for its Annual Report,

would include any events that resulted in changes to any class of its outstanding shares from the period
beginning on January 1, 2021 through December 31, 2022 pursuant to the tabular format above.

Use the space below to provide any additional details, including footnotes to the table above:

N/A

OTC Markets Group Inc.
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B. Promissory and Convertible Notes

Indicate by check mark whether there are any outstanding promissory, convertible notes, convertible
debentures, or any other debt instruments that may be converted into a class of the issuer’s equity sccuritics:

No: & Yes: (I (If yes, you must complete the table below)
Date of Outstanding Principal Interest Maturity Conversion Terms | Name of Reason for
Note Balance (8) Amount at | Accrued Date (e.g. pricing Noteholder. Issuance {e.g.
Issuance Issuance (9 mechanism for R . Loan,
() determining You must disclose Services, ete.)

the control
person(s) for any
entities listed.

conversion of
instrument to
shares)

Use the space below to provide any additional details, including footnotes to the table above:

N/A

4) Issuer’s Business, Products and Scrvices

The purpose of this section is to provide a clear description of the issuer’s current operations.
(Plcase ensure that these descriptions arc updated on the Company’s Profile on www.otemarkets.com).

A. Summarize the issuer’s business operations (If the issuer docs not have current operations, state “no
operations”)

Mestek, Inc. and its subsidiaries {the “Company”) operate primarily in two manufacturing business segments:

heating, ventilating, and air conditioning equipment (“HVAC”) including architectural products, and metal forming
equipment. The Company manufactures its HVAC equipment and metal forming equipment at twelve factory
locations and sells through established distributor, dealer, and manufacturer’s representative channels, primarily in the
United States and Canada.

B. List any subsidiaries, parent company, or affiliated companies.
See Exhibit A at the End of this report.
C. Describe the issuers’ principal products or services.

The Company manufactures its HVAC equipment and metal forming equipment at twelve factory locations and sells
through established distributor, dealer, and manufacturer’s representative channels, primarily in the United States and
Canada.

QOTC Markets Group Inc.
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5) Issuer’s Facilities

The goal of this section is to provide a potential investor with a clear understanding of all assets, properties or
facilities owned, used or leased by the issuer and the extent in which the facilities are utilized.

In responding to this item, please clearly describe the assets, properties or facilities of the issuer, give the
location of the principal plants and other property of the issuer and describe the condition of the properties. If
the issuer does not have complete ownership or control of the property (for example, if others also own the
property or if there is a mortgage on the property), describe the limitations on the ownership.

If the issuer leases any assets, properties or facilitics, clearly describe them as above and the terms of their

leases.

Sece Cxhibit A at the End of this report.

6) Officers, Directors, and Control Persons

Using the table below, please provide informatien, as of the period end date of this report, regarding any
officers, or directors of the company, individuals or entities controlling more that 5% of any class of the issuers
securities, or any person that performs a similar function, regardless of the number of shares they own. If any
insiders listed are corporate sharcholders or entities, provide the name and address of the person(s)
beneficially owning or controlling such corporate sharcholders, or the name and contact information
(City, State) of an individual representing the corporation or cntity in the note section.

Include Company Insiders who own any outstanding units or shares of any class of any equity security of the

issuer,

The goal of this section is to provide an investor with a clear understanding of the identity of all the persons or
entities that are involved in managing, controlling or advising the opcrations, business development and
disclosure of the issuer, as well as the identity of any significant or beneficial shareholders.

Names of Affiliation with | Residential Number | Share Ownership | Names of
All Officers, | Company (e.g. Address (City | of shares | type/class | Percentage | control
Directors Officer Title / State Only) | owned of Class person(s) if a
and Control | /Dircctor/Owner Outstanding | corporate
Persons of more than entity
5%)
Stewart B. Chairman of the | Westficld, MA | 5.458.476 Com 71.95%
Reed Board and CEO
J. Nicholas Vice Chairman Isle Le Haut, 0 Com
Filler of the Board ME
Danicl P. Director Longmeadow, | 413.508 Com 5.45%
Boyle MA

QOTC Markets Group Inc.
OTC Pink Basic Disclosure Guidelines {(v4.0 January 1, 2023)
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Christopher Director St Louis, MO Q Com
Chivetta
Derek W. Director Ladue, MO 0 Com
Glanvill
David M. Director Vero Beach, Com
Kelly FL
R B Dewey President Westfield, MA Com
Stephen Shea | Executive Vice Northfield Com
President and MA
CFO
Timothy Executive Vice Southwick Com
Markel President and MA
President
DPRCG
Mark Executive Vice | Westfield, MA Com
Harrington President
Engineering
Joanne F. St Vice President West 0] Com
Berwald Springficld,
MA
James Sr Vice President | Feeding Hills, 0 Com
Boland MA
Steven Sr Vice President Somers, CT 013 Com
Olearcek
Brian Vice President | Blandford, MA 0 Com
Hannigan
Emerson W, Vice President | Greenville, NC 0 Com
Hobgood
Kenneth M. Vice President Granby, MA 0 Com
Longo
Michael Vice President | Westfield, MA [\ Com
Nihill
Charles L. Vice President Oklahoma 0 Com
Perry, Jr City, OK
Kurt S. Shea Vice President Southwick 0 Com
MA

OTC Markets Group Inc.
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7 Legal/Disciplinary History

A. Identify whether any of the persons or entitics listed above have, in the past 10 years, been the subject of:

1. A conviction in a criminal proceeding or named as a defendant in a pending criminal proceeding
(excluding traffic violations and other minor offenses);

None

2. The entry of an order, judgment, or decree, not subsequently reversed, suspended or vacated, by a
court of competent jurisdiction that permanently or temporarily enjoined, barred, suspended or
otherwise limited such person’s involvement in any type of business, securities, commodities, or
banking activitics;

None

3. A finding or judgment by a court of competent jurisdiction (in a civil action), the Securities and
Exchange Commission, the Commodity Futures Trading Commission, or a state sccurities regulator
of a violation of federal or state securities or commodities law, which finding or judgment has not
been reversed, suspended, or vacated; or

None

4. The entry of an order by a sclf-regulatory organization that permanently or temporarily barred,
suspended, or otherwisc limited such person’s involvement in any type of business or securities
activities.

None

B. Describe bricfly any material pending legal proceedings, other than ordinary routine litigation incidental to
the business, to which the issuer or any of its subsidiaries is a party or of which any of their property is the
subject. Include the name of the court or agency in which the proccedings are pending, the date instituted,
the principal parties thereto, a description of the factual basis alleged to underlie the proceeding and the
relicf sought. Include similar information as to any such proceedings known to be contemplated by
governmental authorities.

None

OTC Markets Group Inc.
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8)

Third Party Service Providers

Provide the name, address, telephone number and email address of each of the following outside providers. You
may add additional space as needed.

Securities Counsel

Firm: Troutman Pepper Law
Address 1: 875 3 St

Address 2: New York NY

Phone: 212-704-6052
Accountant or Auditor

Firm: RSM US

Address 1: 80 City Sq

Address 2: Boston MA 02129
Phone: 617-902-9000
9) Financial Statements

A. The following financial statements were prepared in accordance with:

O IFRS

U.S. GAAP

The following financial statements were prepared by (name of individual)®:
Name: Stephen M. Shea

Title: Executive Vice President-Finance, CFO
Relationship to Issuer:  Principal Financial Officer

Describe the qualifications of the person or persons who prepared the financial statements:

Over 37 years of extensive experience in accounting auditing, finance and financial reporting in a

varicty of roles.

Provide the following financial statements for the most recent fiscal year or quarter. For the initial
disclosure statement (qualifying for Pink Current Information for the first time) please provide reports for

the

mo e o

two previous fiscal years and any subsequent interim periods.

Audit letter, if audited;

Balance Sheet;

Statement of Income;

Statement of Cash Flows;

Statement of Retained Earnings (Statement of Changes in Stockholders™ Equity)
Financial Notes

QTC Markets Group Inc.
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10) Issuer Certification

Principal Fxecutive Officer:

The issuer shall include certifications by the chief executive officer and chief financial officer of the issuer (or
any other persons with different titles but having the same responsibilities) in each Quarterly Report or Annual
Report.

The certifications shall follow the format below:

[, Stewart B, Reed, certify that:

1. 1have reviewed this Disclosure Statement for Mestek. Inc.;

2. Based on my knowledge, this disclosure statement docs not contain any untrue statement of a
material fact or omit to state a material fact nccessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period
covered by this disclosure statement; and

3. Based on my knowledge, the financial statements, and other financial information included or
incorporated by reference in this disclosure statement, fairly present in all material respects the
financial condition, results of operations and cash flows of the issuer as of, and for, the periods
presented in this disclosure statement.

June 23, 2023
/SISTEWART B. REED

Principal Financial Officer:

I, Stephen M. Shea certify that:

1. 1have reviewed this Disclosure Statement for Mestek, Inc.;

2. Based on my knowledge, this disclosure statement docs not contain any untruc statement of a
material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period
covered by this disclosure statement; and

3. Based on my knowledge, the financial statements, and other financial information included or
incorporated by reference in this disclosure statement, fairly present in all material respects the
financial condition, results of operations and cash flows of the issuer as of, and for, the periods
presented in this disclosure statement.

June 23, 2023
/s STEPHEN M. SHEA

OTC Markets Group Inc.
OTC Pink Basic Disclosure Guidelines (v4.0 January 1. 2023} Page 10 of 11



Exhibit A - Mestek, Inc. Subsidiaries
As of December 31, 2022

Name

Mestek, Inc. {H2H
Advanced Thermal Hydronics, Inc.
Airtherm, LL.C ©
Arrow Transport, LLC ©
AWV,LLC®
Boyertown Foundry Company (12X3
Ductshop Machinery, LLC ©
Linel, LLC (%2
Linel Properties, LLC ©
Linel Transport, LLC ©®
Mestek Architectural Group LL.C ©
Mestek Canada, Inc (14X5)
Transom Corporation (X5
Mestek Energy Park, LLC ©
Mestek Europe, SA (DGX6)
Mestek Machinery, Inc (X2
Formtek, Inc. ("2
Met-Coil Systems, LLC ©
Mestek Securities Corporation !
Newport Industrial Fabrication, LLC (14
North Elm, LLC ©
Ohio Independent Laboratories, LLC (!
Radiant Advantage Designs, LLC ©
Westcast, Inc. (143

All facilities are in good condition.

) Office

@' Manufacturing

@' Owned

@) Leased by related party

G} Leased
(6}

OTC Markets Group Inc.
OTC Pink Basic Disclosure Guidelines (v4.0 January 1. 2023)

Location

Jurisdiction of
Formation

Westfield, MA
New Berlinville, PA
Westfield, MA
Westfield, MA
Westfield, MA
New Berlinville, PA
Westficld, MA
Westficld, MA
Westfield, MA
Westfield, MA
Westfield, MA
Mississauga, Ontario
Barrie, Ontario
Westfield, MA

Villars Sur Glane, Switzerland

Westficld, MA
Westficld, MA
Westficld, MA
Westfield, MA
Westfield, MA
Westfield, MA
Westhield, MA
Westficld, MA
Westfield, MA

Pennsylvania
Delaware
Delaware

Pennsylvania
Delaware

Pennsylvania
Delaware
Delaware
Delaware
Delaware
Declaware

Canada
Canada
Delaware
Switzerland
Delaware
Ohio
Delaware
Massachusetts
Delaware
Delaware
Delaware
Dclaware
Massachusetts

These entities provide various support only to Mestek group and do not utilize physical offices.
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SELECTED FINANCIAL DATA (unaudited)

Selected financial data for Mestek, Inc. and its subsidiaries, (the “Company”) for each of the last five years is shown
in the following table, which is derived from and should be read in conjunction with the Consolidated Financial
Statements included elsewhere in this report.

SUMMARY OF FINANCIAL POSITION as of December 31,

2022 2021 2020 2019 — 2018

(Dollars in thousands except per share data}
Total Assets $ 425360 $ 407993 § 385849 $ 326,003 $279,320
Working Capital 218,797 214,605 242,487 196,543 167,127
Total Debt 13,241 8,767 10,163 10,163 10,163
Mestek Inc. Shareholders’ Equity 305,618 299,358 287,406 241,569 208,906

Shareholders’ Equity Per Common Share {1) $ 4037 § 3950 % 3829 § 3218 § 27.88

(1)  Shareholders’ Equity per common share amounts, a non-GAAP measure, are computed using the common
shares outstanding as of December 31, 2022, 2021, 2020, 2019, and 2018.

SUMMARY OF OPERATIONS for the years ended December 31,

2022 2021 2020 2019 2018
(Dollars in thousands except per share data)

Revenues 3414336 5350795 §310.922 § 341,734 § 350,675
Net Income Attributable to Mestek, Inc. 5 8968 § 12408 § 44983 § 31968 3183525
Earnings per Common Share:
Basic Earnings per Common Share:

Net Income g 1,18 § 1.65 § 599 § 426 §$ 247
Diluted Earnings per Common Share:

Net Income § 118 § 165 § 593 § 421 $ 244

Page 1 of 27




RSM

RSMUSLLP
Independent Auditor’s Report

Board of Directors and Sharehalders
Mestek, Inc.

Opinion

We have audited the accompanying consclidated financial statements of Mestek, Inc. and its subsidiaries
{the Company), which comprise the consolidated balance sheet as of December 31, 2022, the related
consolidated statements of income, comprehensive income, stockholders’ equity and cash flows for the
year then ended, and the related notes to the consolidated financial statements (collectively, the financial
statements).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2022, and the results of their operations and their cash
flows for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Company and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Report on 2021 Financial Statements

The financial statements of the Company, as of and for the year ended December 31, 2021, were
reviewed by us and our report thereon, dated June 21, 2022, stated that, based on our procedures, we
were not aware of any material modifications that should be made to those financial statements for them
to be in conformity with accounting principles generally accepted in the United States of America. A
review includes primarily applying analytical procedures to management'’s financial data and making
inquiries of management. A review is substantially less in scope than an audit, the objective of which is
the expression of an opinion regarding the financial statements as a whole. Accordingly, we did not
express such an opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Company's ability to continue
as a going concern within one year after the date that the financial statements are issued or available to
he issued.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING



Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
macde by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

s Exercise professional judgment and maintain professional skepticism throughout the audit.

» Jdentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control. Accordingly, no such opinion is expressed.

» Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

s Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Company's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

RSKM VS LLP

Boston, Massachusetts
May 8, 2023




MESTEK, INC.
CONSOLIDATED BALANCE SHEETS
As of Pecember 31, 2022 and 2021

December 31, December 31,
2022 2021
(unaudited)
{Dollars in thousands)
ASSETS
Current Assets
Cash and Cash Equivalents $ 17,913 $ 71,684
Short-Term Investments 9,856 -
Accounts Receivable - less allowances of $1,547 and $1,690, respectively 72,304 54,354
Inventories — net 106,397 79,254
Property Held for Sale 2,327 2,327
Commodity Investments 83,120 73,153
Other Current Assets 12,626 14,693
Total Current Assets 304,543 295,465
Property and Equipment — net 45,187 48,859
Right-of-use Assets - net 17,191 12,949
Other Assets — net 15,309 8,342
Goodwill 43,130 42,378
Total Assets $ 425,360 3 407,993
LIABILITIES
Current Liabilities

Current Portion of Long-Term Debt $ 5,474 3 -
Accounts Payable 21,838 14,226
Accrucd Payroll and Related Expenses 11,906 19,635
Customer Deposits 28,714 28,145
Current Portion of Environmental Reserves 116 116
Current Portion of Operating Lease Obligations 5,406 4,187
Warranty Reserve 2,935 2,157
Other Accrued Liabilities 10,357 11,794
Total Current Liabilitics 86,746 80,860
Environmental Reserves - long term 3,117 3,320
Operating Lease Obligations - long term 11,785 8,763
Deferred Tax Liabilities 5,081 1,276
Long-Term Debt, net of current portion 7,767 8,767
Other Liabilities 4,436 4,796
Total Liabilities 118,932 107,782

SHAREHOLDERS' EQUITY
Common Stock, no par, stated value $0.05 per share, 20,000,000 shares

authorized, 8,473,288 and 8,473,288 shares issued, respectively 422 422
Paid in Capital 5,779 5,788
Retained Earnings 314,293 305,325
‘Treasury Shares, at cost (902,204 and 894,720

common shares, respectively) (12,227) (11,932}
Accumulated Other Comprehensive Loss (2,649) (245)

Total Mestek, Inc. Shareholders' Equity 305,618 299,358

Non-controlling Interests 8§10 853

Total Shareholders' Equity 306,428 300,211

Total Liabilities and Shareholders' Equity $ 425,360 $ 407,993

See Accompanying Notes to the Consolidated Financial Statements.
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MESTEK, INC.

CONSOLIDATED STATEMENTS OF INCOME
For the years ended December 31, 2022 and 2021

Net Sales

Cost of Goods Sold
Gross Profit

Selling Expense

General and Administrative Expense

Engineering Expense

Hedging and Other Income - net
Operating Profit

Interest (Expense) Income - net

Other Income (Expense) - net
Income Before Income Taxes

Provisien for Income Taxes

Net Income

Less: Net Income - Non-controlling Interests
Net Income Attributable to Mestek, Inc.

Basic Earnings Per Common Share
Basic Weighted Average Shargs Outstanding
Diluted Earnings Per Common Share

Diluted Weighted Average Shares Quistanding

See Accompanying Notes to the Consolidated Financial Statements.

Page 5 of 27

2022 2021

(unawdited)

(Dollars and shares in thousands,
except earnings per common share)

414,336 $ 350,795
313,646 253,305
100,690 97,490
43,504 37,943
27,341 25,966
17,549 16,626

(1,104) (737)
13,400 17,692

133 (120)

6 213)
13,539 17,299
4,471 4,799
9,068 12,500
100 92
8,968 $ 12,408
1.18 $ 1.65
7,577 7,534
1.18 $ 1.65
7,577 7,534




MESTEK, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the years ended December 31, 2022 and 2021

2022

2021

{unaudited)

Net Income

Other Comprehensive Income
Cumulative Translation Adjustments

{Dollars in thousands)

Other Comprehensive Income

Comprehensive Income

Less: Comprehensive Income— Non-controlling Interests

Comprehensive Income Attributable to Mestek, Inc.

9,068 $ 12,500
(2,404) 183
(2,404) 183

6,664 12,683

100 92

6,564 $ 12,591

See Accompanying Notes to the Consolidated Financial Statements.
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MESTEK, INC.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS®’ EQUITY
For the years ended December 31, 2022 and 2021

Accumulated

Other Non-
Common Paid In Retained Treasury  Comprehensive  Controlling
{Dollars in thousands) Stock Capital Earnings Shares Loss Interests Total

Balance — January 1, 2021 $ 418 $§ 5792 § 292917 8§ (11,293) § (428) $ 761 $ 288,167

Net Income - - 12,408 - - 92 12,500

Cumulative Translation Adjustments - - - 183 - 183

Exercise of Stock Options 4 {4) - (639) - - (639)
Balance — December 31, 2021 $ 422 5,788 305,325 (11,932) {245) 853 300,211

Net Income - - 8,968 - - 100 9,068

Cumulative Translation Adjustments - - - - (2,404) - (2,404)

Purchase of Treasury Shares - - - (295) - - (295)

Non-Controlling Interests Purchased - (9 - - - (143) {152)
Balance - December 31, 2022 $ 422 $ 5779 § 314,293 $ (12227) § (2.649) §$ 810 $ 306,428

See Accompanying Notes to the Consolidated Financial Statements
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MESTEK, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31, 2022 and 2021

Cash Flows from Operating Activities:

Net Income

Adjustments to Reconcile Net Income to Net Cash (Used in) Provided by

Operating Activities:

Depreciation and Amortization of Intangible Assets

Operating Lease Amortization

Unrealized (Gain) Loss on Trading Securities

Provision for Deferred Taxes

Provision for Losses on Accounts Receivable, net of
write offs and recoveries

Loss (Gain) on Sale of Property and Equipment

Change in Assets and Liabilities:
Accounts Receivable
Inventories
Accounts Payable
Customer Deposits
Environmental Reserves
Operating Leases
Other Assets and Liabilitics, net

Net Cash (Used in) Provided by Operating Activities

Cash Flows from Investing Activities;

Proceeds from Sale of Trading Securities, net
{Purchases)Maturities of Short-Term Investments
Acquisitions

Investment in Marketable Securities

Capital Expenditures

Proceeds from Sale of Fixed Assets

Net Cash Used in Investing Activities

Cash Flows from Financing Activities:

Payments for Exercise of Incentive Stock Options
Cash Received from Acquisition

Payoff of Notes Payable

Minority Interests Purchased

Net Borrowings under Revolving Credit Agreements

Net Cash Provided by (Used in) Investing Activities

Net (Decreases) Increase in Cash and Cash Equivalents
Exchange Rate Effect on Cash and Cash Equivalents
Cash and Cash Equivalents - Beginning of Period

Cash and Cash Equivalents - End of Period

See Accompanying Notes to the Consolidated Financial Statements.
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2022

2021
(unandited)

(Dollars in thousands)

$ 9,068 $ 12,500
6,530 6,544
5,003 4,272

(10,533) 1,986
3,805 2,709
(127) (116)
329 (1,718)
(18,432) 3,046
(28,388) (17,825)
7,713 529
604 12,586
(204) (114
(5,003) (4,272)
(8,642) (8,594)
(38,277) 11,533
566 9,114
(9,856) 24,994
. (42,518)
(7,000) :
(3,494) (4,309)
205 4,219
(19,579) (8,500)
(295) (639)
5 40
g (2,425)
(153) -
4,474 2
4,026 (3,024)
(53,830) 9
59 (118)
71,684 71,793
$ 17,913 $ 71,684




MESTEK, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022 and 2021

1. SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Mestek, Inc. and its subsidiaries (the “Company™) operate primarily in two manufacturing business segments:
heating, ventilating, and air conditioning equipment (“HVAC”) including architectural products, and metal forming
equipment. The Company manufactures its HVAC equipment and metal forming equipment at twelve factory
locations and sells through established distributor, dealer, and manufacturer’s representative channels, primarily in
the United States and Canada.

Basis of Presentation

The Consolidated Financial Statements include the accounts of the Company and its wholly owned
subsidiaries and certain partially owned entities over which it has a controlling financial interest. All material inter-
company accounts and transactions have been climinated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States {(“GAAP™) requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and the disclosure of contingent assets and liabilities at the dates of the financial statements and
the reported amounts of revenues and expenses during the reporting periods. The most significant estimates and
assumptions relate to revenue recognition, accounts receivable valuations, inventory valuations, goodwill valuation,
intangible asset valuations, warranty costs, product liability costs, environmental reserves, workers compensation
claims reserves, health carc claims reserves, post retirement obligations, valuation of short-term investments and
commoditics, valuation of property held for sale, accounting for income taxes and the realization of deferred tax assets.
Actual amounts could differ significantly from these estimates.

Revenuge Recognition

The Company recognizes revenue in accordance with “Financial Accounting Standards Board (“FASB™)
Accounting Standards codification (*ASC”)” 606, “Revenuc from Contracis with Customers”. Results for fiscal 2022
and 2021 arc presented under ASC 606.

In 2022, approximately 94% of the Company’s revenuc was recognized at a point in time for each
performance obligation under the contract when the customer obtains control of the goods or service. The majority of
the Company’s product sales, which relate to HVAC and metal forming equipment, are accounted for at a point in
time. The Company has made a policy election to not treat the obligation to install and sctup as a separate performance
obligation under the contract as they arc not significant and, as a result, the associated installation and setup costs are
accrued when revenue is recognized.

The remaining 6% of the Company’s revenue in 2022 was recognized on an over time basis based on an
input method that compares the costs incurred to date to the total expected costs required to satisfy the performance
obligation. Contracts are accounted for on an over time basis when they include products which have no alternative
use and an enforceable right to payment over time. The majority of the contracts recognized on an over time basis are
for architectural skylight and other related projects within the Company’s Mestek Architectural Group. These projects
are typically highly customized for the customer and, as a result, would include a significant cost 1o rework in the
event of cancellation.
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MESTEK, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022 and 2021

The foltowing table presents revenue by revenue recognition method:

December 31
2022 2021

{Dollars in thousands)

Point in Time $ 390,388 h) 328,143
Over Time 23,948 22,652
Total $ 414,336 $ 350,795

The transaction price is typicaily based on the amount billed to the customer and includes estimated variable
consideration where applicable. For contracts with multiple performance obligations, the transaction price is allocated
to cach performance obligation based on the relative stand-alone selling price. The Company’s contracts covering the
sale of its products generally include warranty provisions that provide assurance to its customers that the products will
comply with agreed-upon specifications. In ceriain limited situations the Company negotiates the terms regarding
extended warranty coverage and length of warranty depending on the products and applications.

The Company disaggregates its revenue from contracts with customers by market and geography as this best
depicts how its revenue is affected by economic factors.

The following table presents the disaggregation of revenues by market and geography for the years ended
December 31, 2022 and 2021:

2022 2021

{Dollars in thousands)

Revenues by Market:

HVAC Equipment and Architectural Products $ 351,304 $ 291,895
Metal Forming Equipment 63,032 58,900
Totals $ 414,336 $ 350,795
Revenues by Geography:
North America $ 407,480 3 340,153
Europe 3,070 3,057
Asia 1,225 4,485
Mexico 962 703
Rest of the World 1,599 2,397
Totals 3 414,336 M 350,795

The following tables presents contract balances from contracts with customers as of December 31, 2022 and

2021:
2022 2021
{Dollars in thousands)
Accounts Receivable (less allowances) 5 72,304 $ 54,354
Contract Assets $ 2,398 $ 3,548
Contract Liabilitics 3 28,714 $ 28,145
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MESTEK, INC,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022 and 2021

Contract Assets represent unbilled revenues associated with revenue recognized on contracts accounted for
on an over time basis, which will be billed in future periods based on the contract terms, Contract Assets, whiich are
reflected in Other Current Assets in the accompanying consolidated balance sheets, increased from $3,548,000 at
December 31, 2021 to $2,898,000 at December 31, 2022 due to contractual limitations on billing which prevented the
Company from billing all revenue earned in the period. Contract Liabilitics consist of customer deposits on unshipped
orders, which are separately reported on the accompanying consolidated balance sheets, together with contractually
permitted billings in excess of revenue recognized. Contract Liabilitics will be recognized as revenue in future periods
once the revenue recognition criteria are met. The majority of the Contract Liabilities relatc to advance payments on
contracts accounted for at a point in time. These advance payments will be recognized as revenue when the Company's
petformance obligations have been satisfied, which typically occurs when the product has been shipped and control
of the asset has transferred to the customer. The Company recognized revenue of $23,959,000 in 2022 that was
included in the Conitract Liabilities balance as of December 31, 2021,

The Company includes in revenue amounts invoiced for shipping and handling with the corresponding costs
reflected in cost of goods sold. Provisions for discounts, warrantics, returns and other adjustments are provided for in
the period in which the related sales are recorded. Sales taxes, value-added taxes and certain excise taxes collected
from customers and remitted to governmental authorities are accounted for on a net basis and thercfore are excluded
from revenue.

Cash Equivalents, Short-term Investment, and Trading Securities

The Company considers all highly liquid investments with a maturity of 90 days or less at the time of purchasc
to be cash equivalents. Cash equivalents include investments in an institutional money market fund, which invests in
U.S. Treasury bills, notes and bonds, and/or repurchasc agreements, backed by such obligations.

The Company classifics its investments depending on its intent and the nature of the investment. The
Company’s short-term investments consist of certificates of deposit and treasury bills, with near term maturities of
twelve months or less.

The Company maintains a brokerage account for speculative commodities purchases and related investments
which is included in Commodity Investments in the accompanying consolidated balance sheets. These investments
carry market risk and are classified as trading and arc recorded at their fair values using the specific identification
method. The investments include actual physical quantities of precious metals maintained in the broker’s name at
financial institutions by an established commodities broker. The cumulative results for these activitics in 2022 and
2021 were a pretax gain of $3,550,000 and $852,000, respectively, primarily related to long positions on various
commodities, respectively. Since these investments do not qualify as effective hedges for accounting purposes, the
unrealized holding gains or losses on any investments are included in Hedging and Other Income - net in the
accompanying consolidated statements of income.

Accounts and Notes Receivable

Accounts and notes receivable are reduced by an allowance for amounts that may become uncollectible in
the future. The accounts receivable allowance for uncollectible amounts is based primarily on management’s analyses
of accounts in the receivable portfolio and historical write-off experience. Recoveries of receivables previously
written off are recorded when cash is received.

Inventories

Inventories are valued at the lower of cost or net realizable value. Cost of inventories is principally determined
by the last-in, first-out (“LIFO™) method. Approximately 80% and 79% of inventory cost were determined using the
LIFO method for the years ended December 31, 2022 and 2021, respectively, with the remaining inventories
determined using the first-in, first-out (“FIFO™) mcthod. The Company provides an allowance for excess, obsolete,
and damaged inventory based on historical usage.
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MESTEK, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022 and 2021

Property and Equipment

Property and equipment are carried at cost. Depreciation and amortization are computed using the straight-
line and accelerated methods over the estimated useful lives of the assets or, for leasehold improvements, the life of
the lease, if shorter. When assets are retired or otherwise disposed of, the cost and related accumulated depreciation
are removed from the accounts and any resulting gain or loss is reflected in income for the period. The cost of
maintenance and repairs is charged to operations as incurred; significant improvements are capitalized. Property is
classified as held-for-sale when its carrying amount will be recovered principally through a sale transaction rather than
continuing use and a sale is highly probable. Asscts designated as held for sale arc held at the lower of carrying
amount or a designation of fair value less costs to sell. Depreciation is not charged against property held for sale.

Goodwill and Other Intangible Assets

Goodwill represents the excess of the cost of a business acquired in a business combination over the fair
value of the net assets acquired and liabilitics assumed. The Company accounts for goodwill in accordance with
FASB ASC 350-20, “Goodwili and Other Intangible Assets” (“ASC 350-20”). The Company does not amortize
goodwill and intangible assets with indefinite useful lives, rather such asscts are required to be tested for impairment
at least annually or sooner whenever events or changes in circumstances indicate that the assets may be impaired. If
the carrying amount of a repotting unit is less than its fair value, no impairment exists and no further action is required.
If the carrying amount of a reporting unit exceeds its fair value, the Company will record an impairment charge based
on the excess of a reporting unit's carrying amount over its fair value. The fair value of a reporting unit is determined
using a guideline comparable company market approach. The Company did not recognize any impairment charges
related to goodwill or indefinite lived intangible assets during the years ended December 31, 2022 and 2021, The
Company established reporting units based on its current reporting structure. For purposes of testing goodwill for
impairment, goodwill has been designated to these reporting units to the extent it relates to each reporting unit. In
2022 and 2021, the Company’s goodwill was designated to the HVAC and Metal Forming reporting units.

Goodwill and Intangible Assets consisted of the following at:

December 31,
2022 2021
{Daollars in thousands)

Goodwill - net of prior amortization $ 43,130 $ 42,378
Patents, Rights, Trademarks, and Other Intangibles $ 10,043 $ 9,895
Accumulated Amortization, Patents, Rights and Other Asscts (5,252) (4,961)
Patents, Rights and Trademarks — net (included in Other Assets) $ 4,791 $ 4,934

The increase in goodwill in 2022 resulted primarily from purchase price adjustments relating to the
acquisitions in 2021 and from foreign currency fluctuations of $268,000. Amortization expense relating to the
intangible asscts for the years ending December 31, 2022 and 2021 was $290,000 and $1,093,000, respectively.

Page 12 of 27



MESTEK, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022 and 2021

Impairment of Long-Lived Assets

The Company reviews long-lived asscts for impairment whenever events or changes in business
circumstances indicate that the carrying amount of the assets may not be fully recoverable or that the useful lives of
these assets are no longer appropriate. Triggering events that could indicate the carrying value of long-lived assets is
not fully recoverable may include the loss of significant customers, adverse changes to volumes and/or profitability
in specific markets and changes in the Company's business strategy that result in a significant reduction in cash flows
generated in a specific operation. Management also performs an annual assessment of the useful lives of the contract
rights and accelerates amortization, if necessary. If it is determined that the carrying value of the assets is not
recoverable, the Company would write down the long-lived assets by the amount by which the carrying value exceeds
fair value. As explained more fully in Note 12, the Covid Pandemic adversely affected the Company’s operations
including its operations in Hebei Province, China which include approximately $4 million in net book value of
property and equipment. After internal review of future business operations in China, the Company determined that
no impairment of its long-lived assets in China is indicated as of December 31, 2022, With respect to all other long
lived assets, the Company determined there were no triggering cvents to test for impairment of long-lived assets during
the years ended December 31, 2022 or 2021.

Advertising Expense

Advertising costs are charged to operations as incurred. Such charges aggregated $3,020,000 and 31,483,000,
for the years ended December 31, 2022 and 2021, respectively, and arc included in Selling Expense in the
accompanying consolidated statcments of income.

Product Warranty

The Company provides warranties on certain products which range from one year to longer term
warranties. The estimated cost of product warranties are included in the Warranty Reserve, determined primarily
from historical information, at the time product revenue is recognized. Should actual product failure warranties
differ from the Company’s estimates, revisions to the cstimated warranty liability would be recorded. For the year
ended December 31, 2022, the net provision for warranty expense was $2.4 million offset by warranty utilization of
$2.3 million for total accrued warrantics of $2.9 million. For the year ended December 31, 2021, the net provision
for warranty expense was $2.0 million and the warranty utilization was $2.0 million for total accrued warranties of
$2.8 million.

Research and Development Expense

Rescarch and development expenses are charged to operations as incurred. Such charges aggregated
$8,035,000, and 57,188,000, for the years ended December 31, 2022 and 2021, respectively, and are included in
Engineering Expense in the accompanying consolidated statements of income.

Treasury Shares

Common stock held in the Company’s treasury has been recorded at cost. If treasury stock is re-issued,
proceeds in excess of cost are credited to paid-in-capital.

Earnings per Common Share

Basic earnings per share have been computed using the weighted average number of common shares
outstanding. Commeon stock options of the Company, as more fully described in Note 11, were considered in the
computation of diluted earnings per share, except when such effect would be anti-dilutive.
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MESTEK, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022 and 2021

Currency Translation

Assets and liabilities denominated in foreign currencies are translated into U.S. dollars at exchange rates
prevailing on the balance sheet dates. The Statements of Income are translated at weighted-average exchange rates in
effect during the year. Adjustments resulting from the translation of financial statements are excluded from the
determination of income and are recorded in Accumulated Other Comprehensive Loss as a separate component of
Shareholders’ Equity. Transaction gains and losses arc included in other expense and were not material in either 2022
or 2021.

QOther Comprehensive Income

In accordance with accounting standards, the Company is required to report in its financial statements, in
addition to its net income, comprehensive income, which includes all changes in equity during a period from non-
owner sources, including foreign currency translation adjustments,

Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences
between the financial statement carrying amounts of existing asscts and liabilities and their respective tax bases.
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the
years in which those temporary differences are expected to be recovered or settled. Deferred tax assets and liabilities
are recorded net as long term. The effect on deferred tax asscts and liabilities of a change in tax rates is recognized in
the peried that includes the enactment date.

Fair Value of Financial Instruments, Concentration of Credit and other Risk and Significant Customers

'I'he Company maintains most of it cash in bank deposits, nearly all of which are not insured by the Federal Deposit
Insurance Company. However, the Company does not believe it is exposed as of the date of this report to any
material risk of loss with respect to its cash deposits given the financial condition of its banking partners.

The Company also maintains cash in accounts outside of the United States. These amounts are not insured
by the Federal Deposit Insurance Corporation. The Company has not experienced any losses in such accounts. The
Company believes it is not exposed to any significant credit risk on cash and cash equivalents.

The carrying values of cash, cash equivalents, brokerage accounts, investments, accounts receivable,
accounts payable, accrued expenses and short-term bank debt approximate fair market value due to the short-term
nature of these financial instruments. The carrying value of long-term debt approximates fair market value, which is
based on quoted market prices or on rates available to the Company for debt with similar terms and maturities.
Financial instruments that potentially subject the Company to concentrations of credit risk are principally accounts
teceivable. The Company's brokerage account, as noted above, subjects the Company to market risk. The Company
also invests in United States and Canadian government securities which are reflected in the accompanying financial
statements under Short-Term Investments at December 31, 2022,

The Company has no significant off-balance sheet or concentration of credit risk exposure such as foreign
exchange contracts or option contracts. The Company maintains its cash and cash equivalents with established
financial institutions. Certain cash in foreign institutions may be subject to temporary withdrawal restrictions.
Concentration of credit risk with respect to accounts receivable is limited to certain customers to whom the Company
makes substantial sales. To reduce its credit risk, the Company routinely assesses the financial strength of its
customers. The Company maintains an allowance for potential credit losses but historically has not experienced any
significant losses related to individual customers or groups of customers beyond what is provided for in the allowance.
No individual customer accounted for more than 10% of revenues in 2022 or 2021. No individual customer accounted
for more than 10% of the Company’s accounts receivable at December 31, 2022 or 2021.
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MESTEK, INC,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022 and 2021

Fair Value Measurements

Accounting for Fair Value Measurements establishes a framework for measuring fair value, That framework
provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to measurc fair value. The
hierarchy gives the highest priority 1o unadjusted quoted prices in active markets for identical assets or liabilities
(level 1 measurements) and the lowest priority to unobservable inputs (level 3 measurements). The three levels of the
fair value hierarchy are described as follows:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in
active markets that the Company has the ability to access.

Level 2 Inputs to the valuation methodology include:

quoted prices for similar assets or liabilitics in ac