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Corporate governance report

Decentralised governance with responsible decision
making is one of Fagerhult Group's strengths,

and permeates the entire organisation. The objective
of corporate governance is to ensure that this is con-
ductedinaclear, effective, reliable and business
oriented manner.

Corporate governance is designed to support the
company’s long-term strategies, market presence and
competitiveness. At the same time, it should help main-
tain confidence in the Fagerhult Group among stake-
holders, such as; shareholders, customers, suppliers,
capital markets, society and employees.

Auditors

Audit Commitee

Key external regulations

- Swedish Companies Act

« Nasdaqg Stockholms Issuer Rules

» Swedish Corporate Governance Code
» Accounting rules and regulations

Annual General Meeting & Nomination Commitee

Board of Directors Remuneration Committee

Shareholders l

Managing Director and CEO

Group Management

Local boards for the
respective subsidiaries

Subsidiaries (total 59)

Key internal regulations

Articles of Association

Formal plan for the Board of Directors and terms of reference for
the CEO

Guidelines for remuneration to senior management

Various policy documents and instructions (such as the Group's
Code of Conduct, Financial Policy Guidelines and Internal Control
Document)
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Shareholders and general meetings of shareholders

The shareholders rights to decide on Fagerhult’s affairs are exer-
cised at the Annual General Meeting (AGM), or if appropriate, the
Extraordinary General Meeting (EGM), whichiis the company’s
highest decision making body.

The AGM is to be held no later than six months after the end of
the financial year andis usually held in late-April to mid-May. At the
AGM, the shareholders elect the company’s Board of Directors
and appoint external auditors and decide on their fees. Further-
more, the AGM resolves on whether to adopt the income state-
ments and balance sheets, to approve the appropriation of the
company’s profit and to discharge the Board and CEO from liability.
The AGM also resolves on the composition of the Nomination
Committee and its work, and makes decisions on principles for
remuneration and other terms of employment for the CEO and
other senior management.

The number of shareholders at year end was 8,847 (8,038).
The largestindividual shareholder is Investment AB Latour, in

Largest shareholders as per 31 August 2022

which the Douglas family are the main shareholders and hold a
total of 47.8 (47.8) per cent of the total number of shares. For more
information on the ownership structure, share capital, share price
development, etc,, please refer to the section on the Fagerhult
share on pages 42-44 and to Note 35.

2022 Annual General Meeting

The 2022 AGM was held on 26 Aprilin Fagerhult (Habo), Sweden.

There were 122 235 522 shares represented at the AGM with the

voting population being 69.4 (72.8) per cent of the totalamount of

shares with voting rights. Minutes from the AGM can be found on

Fagerhult's website.

Allresolutions were made in accordance with the proposals of
the Board of Directors or the Nomination Committee.

« The AGM adopted the income statement and the balance sheet
for the parent company as well as the consolidated income
statement and the consolidated balance sheet for the financial
year 2021.

The nomination committee ahead of 2023 AGM comprises:
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The AGM resolved to pay a dividend to the shareholders of SEK
1.30 (0.50) per share.

The members of the Board of Directors and the CEO were dis-
charged from liability for their administration of the company
during the financial year 2021.

The AGM resolved on fees to the members of the Board of
Directors and to the Chair of the Board of Directors, as well as
fees for work in the committees as follows; SEK 980,000 to the
Chair of the Board, SEK 380,000 each to members of the Board
of Directors elected by the AGM, SEK 130,000 to the Chair of
the Audit Committee and SEK 78,000 each to members of the
Audit Committee and SEK 50,000 to the Chair of the Remuner-
ation Committee and SEK 25,000 each to members of the
Remuneration Committee.

The AGM elected the auditing firm KPMG AB as auditor for the
period until the close of the next annual general meeting and the
auditing firm announced that Authorized Public Accountant
Mathias Arvidsson will to serve as chief auditor.

Share capital and

Member of the Nomination

Name No. of shares votingrights, % Member of the ination C i Representing Participation/votes, % Committee since

Investment AB Latour 84,708,480 47.8 Jan Svensson (not entitled to vote) Chairman of the Fagerhult Board n/a 2008

Swedish National Pension Funds 14,384,861 8.1 Johan Hjertonsson - Chairman Investment AB Latour 478 2019

NordeaFunds 7,983,717 45 Jan Sarlvik Fjarde AP-Fonden 81 2020

BNP Paribas SEC Services 7,231,688 41 Bjorn Henriksson NordeaFunds 45 2022

Lannebo Funds 6,485,656 37 CharlottaFaxen Lannebo Funds 37 2022

The Svensson family, foundations and company 4,805,388 27

ING Luxembourg SA 4,015,000 23 Board of Directors elected by the AGM

Number of Independentin  Independentinrelation Number of meetings

Elected Born Fee shares/votes relation to the owners to the Company - participatedin

Chairman, Jan Svensson 2007 1956 1030,0002 60,000 Yes Yes 6

Vice Chairman, Eric Douglas 1993 1968 405,0002) 85,708,480 No Yes 5

Board member, Cecilia Fasth 2014 1973 520,0002) 13,755 Yes Yes 6

Board member, Teresa Enander 2019 1979 458,0002) 6200 Yes Yes 6

Board member, Annica Bresky 2019 1975 380,000 4,480 Yes Yes 4

Board member, Magnus Meyer 2022 1967 380,000 6,000 Yes Yes 4

Total 3,173,000 85,798,915 5 6 6

(48,7 %) (83%) (100 %)

) Sum total of directly andindirectly held shares and shares representing other owners.
2 These feesinclude board fees as well as audit or remuneration sub-committee fees.
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» The AGMresolved that the company’s auditor’s fees will be paid
based on currentaccount.

« The AGM elected members of the Board of Directors. Jan
Svensson, Eric Douglas, Cecilia Fasth, Annica Bresky and
Teresa Enander were re-elected as members of the Board of
Directors and Magnus Meyer was elected as a new member of
the Board of Directors.

+ Jan Svensson was re-elected as Chair of the Board of Directors

and Eric Douglas was re-elected as Vice Chair of the Board of

Directors.

The principles for the composition of the Nomination Com-

mittee were adopted.

The principles for remuneration to senior management were

adopted.

« The AGM approved the Board of Director’s report regarding
compensation pursuant to Chapter 8, Section 53a of the
Swedish Companies Act.

+ The AGMresolved to approve a performance-based share-
savings plan.

» The AGM resolved to authorize the Board of Directors to
acquire own shares to the extent the company holds total
shares amounts to amaximum of one tenth of all sharesin the
company.

Nomination Committee

The Nomination Committee is to be formed after the Chairman of
the Board of Directors hasidentified the four largest shareholders
in the Company in terms of the number of votes that are to make up
the Nomination Committee along with the Chairman whois
co-opted. The identity of these shareholders is to be based on the
shareholders' register and list of nominees maintained by Euro-
clear Sweden AB and refer to those shareholders registered under
their own names or as members of an owner group as per 31
August 2022. It shall not be necessary to change the composition
of the Nomination Committee if only marginal changes in the
ownership of shares occur after this date. The mandate for the
Nomination Committee is until a new Nomination Committee is
appointed.

The Nomination Committee consists of the following individuals
together with the names of the shareholders they represent; Jan
Svensson as Chairman of the Board of AB Fagerhult (co-opted and
not entitled to vote), Johan Hjertonsson (Chair of the Nomination

Committee) representing Investment AB Latour, Jan Sérlvik repre-
senting Fjarde AP-Fonden, Bjoérn Henriksson representing Nordea
Funds and Charlotta Faxen representing Lannebo Funds.

The Nomination Committee for the 2023 AGM is described
above. The Committee’s representatives have broad and extensive
experience of Board work and work on Nomination Committees.

The work of the Nomination Committee takes place during the
end of the financial year and at the start of the new financial year.
Prior to an AGM at which auditors are to be appointed, the Nomina-
tion Committee collaborates with the Audit Committee, which
works with the evaluation of the work of the auditors. The Nomina-
tion Committee is to observe the guidelines that apply to indepen-
dent Board members under the Swedish Corporate Governance
Code when making nominations to the AGM. Shareholders have
the opportunity to submit written proposals to the Nomination
Committee.

External auditors

The company’s auditor, elected at the AGM, examines AB
Fagerhult's annual report and consolidated accounts, the adminis-
tration of the company by the Board of Directors and the CEO,

and the annual accounts of subsidiaries, and submits an audit
report. The auditis conducted in accordance with the Swedish
Companies Act, International Standards on Auditing (ISA) and
generally accepted auditing standards in Sweden.

Atthe 2022 AGM, KPMG AB were appointed as auditors, with
Mathias Arvidsson as the chief auditor. Among his major auditing
assignments, Mathias Arvidsson also has Wallenstam AB, IKEA of
Sweden AB and Christian Berner Tech Trade AB.

and. The newly appointed auditor participated at the Audit
Committee meetings in August and December 2022 and February
2023. The previous auditor Peter Nyllinge (PWC) participated at
the Board and Audit Committee meeting in February 2022 and
there reported on the 2021 audit.

Auditing of the Group’s companies around the globe is coordi-
nated by KPMG AB. All of the activities of companies with a sig-
nificant scope of operations are audited by KPMG AB in the
respective country, included for the first time in the Group audit
were the following larger sub-groups; LED Linear, WE-EF, Veko
and Designplan. For a number of smaller companies, the audit is
performed by other accounting firms.
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The Board of Directors

Board members

The Board of Directors determines issues concerning the Group’s
strategic focus, finances, investments, acquisitions, sales, organi-
sation matters and rules and policies. The Board of Directors is
kept abreast of the company’s operations through monthly reports
provided by Group Management.

The Board of Directors currently consists of six members
elected by the general meeting, as well as two Board members and
two deputy members elected by the trade unions. The six Board
members combined represent ownership participations equiva-
lent to 49 (49) per cent of the company’s share capital and votes.
The trade union representatives are the only Board members
employed by the Company. The CEQ participates in all Board
meetings and on occasion, other company employees participate
in Board meetings in areporting capacity. The company’s CFO
serves as the Board's secretary. For further information con-
cerning the Board members elected at the company’s general
meeting, refer to the section concerning the Board of Directors on
pages 115-116 of this annual report.

The Board's work is regulated by the Swedish Companies Act,
the Articles of Association and the formal work plan adopted by
the Board. Among other things, the Board’s work plan contains
rules stipulating the number of Board meetings to be held each
financial year, the issues to be addressed at the meetings, and the
division of duties between the Board of Directors and the CEO.
The CEO's terms of reference set out the CEO’s duties and
obligation to report to the Board.

During 2022, six Board meetings took place. One of these was
the statutory Board meeting. Four of these meetings address the
quarterly reports and the year-end report and one addresses the
budget for the following year. At least one of the Board meetings
takes place in conjunction with a visit to, and an in-depth review of,
one of the Group's companies, during 2022 this was facilitated by a
visit LED Linear GmbH in Germany. Strategic topics are discussed
during the year when appropriate and this tends to be three or four
times per year. Such topics include; business strategy, connec-
tivity, sustainability, human resources, digitalisation etc.

During 2022 the Board held 5 normal Board meetings and 1stat-
utory Board meeting. The auditor of the company is present at
Board meetings when needed, normally once a year and normally
at the February meeting. Notices and supporting documents are
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sent to the Board a week in advance of the Board meetings. When
issues are to be decided upon, the Board usually receives sup-
porting documents concerning these issues well in advance.

The Board appoints two different committees annually; the Audit
Committee and the Remuneration Committee. The aim of these
committees is to enhance and facilitate the Board’s work, and to
address mattersrelated to these area.

Board of Directors’independence

Fagerhult's Board meets the stipulation in the Code that a majority
of the elected members are independent of the company and its
management, and that at least two of the members are indepen-
dentinrelation to major shareholders (that is, ownership
exceeding 10 per cent). See the table on page 53. The Chairman of
the Board, Jan Svensson became independent from 1 September
2019. Eric Douglas represents Investment AB Latour and the
Douglas family and is not considered to be independent. With the
exception of the union representatives no members of the Board
are employed by the Group. The Nomination Committee’s assess-
ment regarding whether each proposed member meets the inde-
pendence requirements is announced in connection with the
Committee’s proposal.

The work of the Board in 2022

The Board met six times during the year, with one of these meet-
ings being the statutory Board meeting. Three of the six meetings
were fully attended by the Board. Three meetings (one of which
was the statutory Board meeting) had one member absent, the
February and the April (2) meetings. The company’s previous
auditor PWC was present at the February Board meeting and the
February Audit Committee (AC) meeting that addressed the
annual accounts for 2021and the company’s current auditor was
present at the AC meetingsin August and December.

Important matters dealt with during the year included, amongst
other things:

» Long-termoperational goals

» The strategic focus of the operations

« Businessplans, financial plans and forecasts

« Majorinvestments and divestments

+ Decisions on long-term financing

Policies and instructions

* Review of the Group’s risk management

« Interimreports and annual accounts

* Reports by the Board's committees

« Review of the Group’s CSR position and developments

« Follow-up of the external audit

« The Group’s sustainability strategy and long-term goals

« Theimpact, effects and response to the global supply chain
challenges

Evaluation of the work of the Board
The Board willensure that its work is continuously evaluated
through a systematic and structured process. This evaluationisini-
tiated by the Chairman of the Board. Among other things, the pro-
cessincludes an on-line questionnaire in which Board members
have the opportunity to express their opinion of the Board's work
and to propose ways toimprove it. The results of the evaluation are
disclosed to the Board, followed by discussions and decisions
regarding changes in working methods.

The Board continuously evaluates the work of the CEO and
Group Management.

The Audit Committee

The main duty of the Audit Committee (AC) is to audit the Group’s
accounting and financial reporting, as well as to remainin con-
tinuous contact with the auditors and review their work plan and
fees. Furthermore, the AC is to assist the Nomination Committee in
its choice of auditors and their fees prior to those AGMs at which
the appointment of auditors takes place.

In 2019, the AC was established as Cecilia Fasth (Chair) and
Teresa Enander (member). The CFO and the auditor attended all
three AC meetings during the year and the Group’s Legal Counsel
attended the December AC meeting. Allmembers of the AC
attended the three meetings during 2022 and so too the CFO and
the auditor. The Chair of the AC gave a brief report to the Board at
the February, August and December Board meetings.

The Remuneration Committee

The work of the Remuneration Committee is, on behalf of the
Board, to prepare and negotiate issues concerning the salary and
other remuneration to the CEQ, and to approve the CEO'’s pro-
posals for salaries and remuneration for the other members of
senior management.

m

Its duties also include examining the fees to Board membersin
the event that they are engaged as consultants by the company’s
management. The Committee also addresses any Group-wide
bonus system and option programmes. Decisions concerning
remuneration for the CEO are determined by the Board.

The Remuneration Committee consists of Jan Svensson
(Chairman of the Board) and Eric Douglas (Vice Chairman of the
Board). The Committee has had two meetings during the year, at
which both members were present.

CEO and Group Management

AB Fagerhult’s President and CEQ is responsible for leading and
developing operating activities pursuant to the guidelines and
instructionsissued by the Board. The framework is provided by
the terms of reference issued to the CEO, which are determined
annually by the Board.

The CEO is assisted by Group Management, consisting of the
heads of business areas and Group functions. In consultation with
the Chairman, the CEO compiles the necessary information and
documentation which provides the basis for the Board's work and
for the Board to make informed decisions. The CEQ is responsible
for bringing matters to the attention of the Board and for motivating
proposed decisions. The CEOQ is responsible for and reports on
anongoing basis to the Board on the company’s development.

In addition, the CEQ leads the work of the Group Management
and makes decisions in consultation with other members of
management.

The CEO owns 31,356 shares in the company and this is stated
in the presentation of the management on pages 59 The holding is
not classified as significant and the CEO has no partnership in
companies that have significant business relationships with
companies in the Fagerhult Group.

During the year, the Group Management comprised the CEO,
the CFO, the CPO, the Chief Sustainability Officer, the Chief
Strategy & Communications Officer and the Chief Technical
Officer plus four managers with responsibility for the business
areas. At the end of the year there were two managers with
business area responsibility.

Group Management has had regular weekly and monthly meet-
ings during the year where it followed up operations, discussed
matters affecting the Group and drafted proposals for strategic
alignment plans and budgets, which the CEO presented to the
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Board for decision. During 2022, a considerable number of meet-
ings and time was devoted to strategic issues such as sustain-
ability, connectivity, HR matters and developing collaboration for
longer term organic growth activities in the business areas.

Management of subsidiaries

Fagerhult Group's operations are organised into four business areas
whichinclude 59 subsidiaries. The operations of the respective sub-
sidiaries are controlled by their leadership teams. The leadership
teams of the subsidiaries consist of, among others, the managing
director of the subsidiary, the local senior managers of functions, the
business areamanager and,in some cases, the Group's CEO and
Group's CFO. A formal work planis established annually for each
subsidiary, in which responsibilities and authorities are clearly
delegated and where the work of the subsidiary’s leadership team
isgoverned. These meetings are held twice per year.

Fagerhult Group has a decentralised structure, with a strong
focus on responsibility and performance, which combines with
clear, Group-wide processes to realise synergies. The Company’s
senior managers and specialists meet continuously to reach a
broad consensus onimportant issues.

Code of conduct

< Ourglobal presence demands that our employees and
business partners take responsibility for themselves
and for each other. Therefore, we have created aregu-
latory framework, our Code of conduct.

»  Our Code of Conduct should be followed by everyone
included in our Group, employees as well as the Board
and Management. We also communicate our Code of
Conduct to our business partners, with the expectation
thatitis complied with.

« Our Code of Conduct states, amongst other things, that
we willact as areliable and honest Group that lives up to
its commitments. We believe inlong-term business rela-
tionships in which we, together with our business part-
ners, create a basis for strong financial results, concern
for the environment and social commitment.

Fagerhult Group's Code of Conduct and Fagerhult's global
presence demand that our employees and business partners take
responsibility for themselves and for each other. The Code clarifies
Fagerhult Group’s position onissues related to humanrights,
labour conditions, the environment, business ethics and com-
munication.

The Code applies to all Fagerhult Group's employees regardless
of their position. The Board and Group Management have a partic-
ular responsibility to promote the application of the Code of Con-
duct. The Code is also communicated to all of Fagerhult Group’s
business partners with the expectation that it is complied with.
Fagerhult acts as a reliable and honest Group that lives up to its
commitments. Fagerhult Group believesin long-term business
relationships in which we, together with our business partners,
create a basis for strong financial results, concern for the environ-
ment and social commitment.

Remuneration to the Management and Board

Remuneration to senior management

The existing policies, for 2022, are that remuneration to the CEO
and other senior management consists of a fixed basic annual
salary plus an annual variable remuneration in the form of abonus
scheme tied to relevant and appropriate performance measures
plus acompany car benefit and a pension scheme with contribu-
tions made by the employer and employee. Annual variable remu-
neration is based on achieving goals and is maximised at 30-50
per cent of the fixed basic annual salary.

The remuneration to senior management supports the com-
pany'’s strategy and long term development and sustainability in
several ways. Firstly, the total compensation is scheduled during
the current year as abasic salary plus the annual bonus aimed at
improving the overall short term result. Mostimportantly the long-
termincentive scheme seeks performance over a three year term
by focusing on sustained delivery. Secondly, the annual bonus
scheme is designed to work in conjunction with longer term
aspects, for example sustained growth. Also, the annual schemes
and long term schemes tie employees together in working teams.

Fixed annual basic salaries for staff and senior management are
reviewed simultaneously, thereby ensuring consistency of levels of
increase. Often, there are many members of staff who are offered
anannual bonus scheme, which againis tied to similar perfor-
mance criteria to those of senior management. The establishment
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and development of the executive remuneration policy is made by
acombination of the board and the remuneration committee,
sometimes with input from the market outside.

For2021and 2022 combined there was also an additional vari-
able remuneration scheme, referred to as a medium termincentive
scheme (MTI) and had two fundamental motivators. Firstly, there
was no long termincentive scheme introduced in 2020 and sec-
ondly the MTIscheme is designed to return the Fagerhult Group to
pre-Covid levels of net sales by the end of a two year period. The
MTI scheme covers the two year period 2021to 2022, closing at
31December 2022. The scheme is a one-off scheme and will not
be repeatedin future years. The MTI scheme objectives and
rewards are over the two year period. The objective is centred on
net sales growth with an operating margin minimum and the reward
is amaximum of up to a bonus payment of 30 per cent (in total, not
each year) of fixed annual basic salary.

In2021and 2022, at the Annual General Meetings, along-term
incentive (LTl) scheme was proposed, approved and introduced in
the form of a performance-based share plan for senior manage-
ment. Senior management were invited by the CEO to become
members of the scheme and this came with an obligation for them
toinvest between 2.5 per cent and 12 per cent of an annual basic
salary in acquiring Fagerhult shares. Depending upon the aggre-
gated three year earnings per share (EPS) the members have the
opportunity to receive up to 4 Fagerhult shares in return for their
investment providing a100 per cent of the EPS targets have been
achieved. Between 1per cent and 100 per cent of the EPS targets,
theawardislinear.

For 2023 the above policies (with the exception of the MTI
scheme) will be proposed at the Annual General Meeting.

Remuneration to the Board

Fees payable to Board members are determined annually by the
AGM. Board members who are also employees of the company
receive no Board fees. From 2019 fees were payable to members
of the Audit Committees and from 2022 fees were also payable to
members of the Remuneration Committee, separate to the stan-
dard Board fee.In 2022, remuneration was paid in accordance with
the table on page 148.
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Remuneration to the auditors
In 2022, remuneration was paid in accordance with Note 27 on
page 99.

Internal control of financial reporting

Internal control aims to ensure accurate and reliable financial
reporting and accounting in line with applicable laws and regula-
tions, accounting standards and other requirements for listed
companies.

Control environment

The control environment comprises the values and ethics which
the Board of Directors, Audit Committee, the CEO and Group
Management communicate and operate under.

The basis of internal control for financial reporting consists of
the control environment together with the organisation, decision
making paths, authorities and responsibilities which are docu-
mented and communicated in governing documents.

One example is the division of responsibilities between the
Board and the CEO and instructions regarding the delegation of
authority, as well as instructions applying to the accounting and
reporting. Important internal control instruments include Fagerhult
Group's Code of Conduct and core values. The Codeincludes
principles governing how businessis to be conducted and was
reinforced during late 2021 as 1,802 managers across the group
underwent an online training and testing process. This willbe
repeated every two years, the next being in 2023. These values
represent along-term commitment and a shared base connected
to the business concept and strategies guiding employees in daily
operations.

Fagerhult Group is characterised by a decentralised organisa-
tion based on goal-oriented management, where good perfor-
mances are rewarded.

Financial reporting to the Board

The CEQ s responsible for ensuring that the Board receives the
reports required for its ongoing assessment of the company’s and
the Group’s financial positions. Fagerhult's Board receives monthly
financial reports and the Group's financial situation is addressed at
each Board meeting.

Risk assessment

Regarding financial risk assessment, the risks are assessed as
mainly relating to the potential for material misstatement in the
reporting of the company’s financial position and performance. To
minimise these risks, governing documents have been established
for accounting, for procedures for annual reporting and for follow-
up of reported annual accounts. Fagerhult's Board regularly
assesses reporting from arisk perspective. As a support for these
assessments, profit/loss items and balance-sheet items are com-
pared with previous reports as well as budgets and forecasts.

The risks identified in the financial reporting are managed
through the Group’s control structure. In addition to assessing the
risks in the financial reporting, the Board and management work
continuously to identify and manage significant risks affecting
Fagerhult's business from an operational and financial perspective.
During 2022 each brand company performed their own internal
risk assessment and this will be repeated during 2023. Read more
about risks on pages 151-154.

Control activities and follow-up
Control activitiesinvolve all levels of the organisation and concern
the measures selected to manage the Group's risks.

To ensure completeness and accuracy in the financial reporting,
instructions and guidelines are in place that have been communi-
cated to the relevant personnel. The activities also limit risk from
the identified risks. The Group’s central control function analyses
and monitors budget deviations, prepares forecasts, monitors sig-
nificant variations between periods, and reports these to others
within the organisation, thereby minimising the risk of errors in the
reporting. Control activities also include follow-up and compari-
sons of earnings trends or significant individual items, account rec-
onciliations and balances, and the approval of all proxy and attesta-
tioninstructions, as well as accounting and valuation principles.

Monitoring of the effectiveness and compliance with these con-
trol activities takes place through programmed controls and
through individually established procedures. The Group has a
shared reporting system in which all reporting is carried out. Finan-
cial follow-up is carried out by Group Management in conjunction
with regular visits to the subsidiaries, in parallel with development
of the control function.
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Information and communication

Fagerhult continuously provides information about the Group’s

performance and financial position to the market. The quality of
externalfinancial reporting is ensured through various activities
and procedures.

The CEQ s responsible for the accuracy and high quality of all
information provided, for example, capital markets days, quarterly
webcasts of the financial results, financial press releases and pre-
sentation materials for various meetings with the media, share-
holders andinvestors.

The policy is intended to ensure that Fagerhult’s information
requirements are metin an accurate and complete manner. The
most important governing documents, in the form of policies and
instructions, are kept up-to-date and are communicated via the
appropriate channels, mainly electronically.

Internalinformation and communication is about creating
awareness among the Group's employees about externaland
internal governing instruments, including authorities and
responsibilities.

During 2021the CFO re-issued to the relevant personnel an
update of the Group’s Financial Internal Control Guidelines as well
as the Group's Financial Policy document. A self-assessment for
each significant subsidiary was then completed and during 2022
these wereissued to the auditors, for inclusion in the audit process.

Fagerhult Group’s whistleblower policy means that each
employee has the right to report suspected breaches of laws or
regulations without fear of reprisal.

Evaluation of the need for a separate audit function

The Board and management have determined that a separate
internal audit function will not be established in the Fagerhult
Group. The Group’s Finance, Legal and HR departments continu-
ally monitors compliance with the company’s governance model,
reporting principles and policies. In addition, the Finance depart-
ment conducts ongoing analyses of the company’s reporting and
financial results to gain assurance regarding the trend.

During the last three years the Group’s Finance department has
established a forum focussed on addressing financial reporting
and tax matters and through these regular forum meetings many
matters are addressed and progressed.

Together with the controlsimplemented by the Group’s
management and the different business areas existing control
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functions, discussions with the company'’s external auditors con-
cerning the audit approach, as well as the auditing firm’s extensive
organisation are assessed as providing a satisfactory level of
assurance. This means that a separate internal audit function is not
considered necessary.

Activities in2022

During the year Group Management continued to focus on the
core strategic areas as well as dedicated time given to those
external events that have animpact on the business.

Of highimportance was to focus resources and efforts on the
supply chain difficulties. Secondly, due to the supply chain cost
pressures there was a considerable focus on pricing. The Group
dealt with these situations well, as well as the effects of the Russia
invasion of Ukraine and delivered a much improved resultin 2022.

Furthermore, the activity level on the Group’s address to sus-
tainability was elevated and significant progress was made to
determine the carbon footprint baseline for all our brands. The
long-term sustainability targets are decided to a carbon reduction
more than 30 per cent compared to the baseline by 2030 and
carbon neutral by 2045. Commitment letter and validation data has
been sentinto Science Based targets initiative to be validated
during 2023.

Also there has been significant progress on the HR agenda.
During the year we have made progress on the new core values,

establishing a process and team to develop a profile for leadership
principles and of course on the recruitment and retention chal-
lenges. The building of leadership teams in many Group entities
has been a core priority.

From the business area perspective, the focus has beenon
further developing the new business area setup combined with
making significant progress on those identified key areas for
organic growth. These key areas are focussed at long term sus-
tained growth and for example include the address at the North
American market, the approach to the retail application area, the
DACH market for education, healthcare and offices and the inter-
nationalisation of the high end designer brand atelje Lyktan. Lastly,
worth mentioning, is the rapidly growing opportunity in the retrofit
and refurbishment segment. Here, fueled by higher energy costs,
the increasing sustainability agenda and the 2023 withdrawal of
the production of fluorescent lamps many of our businesses have
good success in developing local solutions to serve the customer
base and win projects.

From atechnology/connectivity perspective the year has seen
significant progress. The Group has recruited anew CTO and
continued growth of the installed base of Organic Response and
Citygrid sensor nodes was achieved. The northern hemisphere
base in Linkdping expands and begins to contribute well to the
market address and customer solutions.
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