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Blue and white light floods Blue Planet in Copenhagen —the largest and most modern aquarium in northern Europe. A dynamic,
creative and sustainable solution forindoor and outdoor lighting was developed jointly by lighting designers and Fagerhult.




THIS IS FAGERHULT

THREE PRODUCT AREAS EIGHT
INDOOR — Interior lighting for ST RO N G
offices, schools, heaithcare and B RAN DS

other demanding indoor envi-
ronments such as the transport
and manufacturing sectors.
Read more on page 24.

SALES

Whitecroft )]
lighting }

RETAIL - Lighting solutions for =

retail concepts and commercial des.g“pla"
environments which enhance LIGHTIMNG
the brand. Read more on page 30.

SALES

ateljéLyktan
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LICHT & LEUCHTEN

OUTDOOR —Exterior lighting )
that creates safe and secure eogle australia
urban environments such as Hempelthe e
footpaths, bicycle paths, streets
and parks, as well as lightingfor | -
architectural effects. Read more
on page 36.
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THIS IS FAGERHULT

TWENTY
COUNTRIES

Today, Fagerhult is one of the leading
lighting companies in Europe, with
the Nordic Countries and Continental
Europe incorporating its largest home
markets. Outside of the Nordic Coun-
tries, Fagerhult’s strongest market
positions are in the UK, Germany, the
Netherlands, and Australia. The Group
has subsidiaries in 20 countries,
divided into four geographical busi-
ness areas. Most marketing and sales
activities are undertaken locally, sup-
plemented by a network of agents
and distributors giving Fagerhult
access to approximately 40 markets.

SALES PER BUSINESS AREA 2013

Manufacturing takes place at the
Group’s production facilities in
Sweden, Finland, the UK, Germany,
Australia, Turkey and China.

A

Global presence through
successful acquisitions and
organic growth

Fagerhult has grown organ-
ically while also acquiring a
handful of well-run compa-
nies —a successful model
that combines a strong
focus on local operations
with Group-wide synergies.

Well-positioned for the
shift to LED

Fagerhult’s substantial
investments in LED devel-
opment have created real
opportunities in a market
where LED accounts for the
majority of growth. In the
fourth quarter, the share of
LED luminaires sold consti-
tuted over 30 percent of
total net sales.

Northern Europe, 44 %

UK, Ireland and the Middle East, 27 %
® Rest of Europe, 24 %

Asia and Australia, 5 %

Strong cash flow provides
the grounds for continued
expansion

Our cash flow, allied with
our unbroken focus on cost
control and keeping tied up
capital to a minimum, pro-
vides the basis for contin-
ued profitable growth.

Stable earnings trend and
low-risk dividends

Fagerhult has been a profit-
able company ever since its
inception in 1945 and it has
avery robust ownership
profile through the invest-
ment company, Latour.

SALES DEVELOPMENT AND EARNINGS TREND, MSEK DIVIDEND YIELD, %
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THIS IS FAGERHULT

FAGERHULT

IS ONE OF EUROPE’S

LEADING LIGHTING COMPANIES,

WITH 2,200 EMPLOYEES IN 20

COUNTRIES. FAGERHULT DEVELOPS,

MANUFACTURES AND MARKETS INNOVATIVE

AND ENERGY-EFFICIENT LIGHTING SOLUTIONS FOR

PROFESSIONAL INDOOR AND OUTDOOR ENVIRONMENTS. THE
COMPANY OFFERS A WIDE RANGE OF PRODUCTS AND SOLUTIONS DEVELOPED
ON THE BASIS OF ITS INSIGHTS INTO THE POSITIVE IMPACT OF LIGHT ON PEOPLE IN
A VARIETY OF ENVIRONMENTS. THROUGHOUT THE YEARS, SEVERAL STRONG BRANDS HAVE
BEEN ACQUIRED. THE SHARE IS TRADED ON THE NASDAQ OMX EXCHANGE IN STOCKHOLM.

VISION FAGERHULT WAS FOUNDED BY MISSION
Fagerhult is to become BERTIL SVENSSON IN 7945. IN ITS To create a globally knitted
a leading global lighting FIRST YEAR, THE COMPANY’S NET together, customer insight
solutions provider. SALES WERE SEK13,000. AS EARLY AS driven company that
THE SECOND YEAR OFOPERAT/ONS, |everages the Group’s
THE FIRST FACTORY WAS BUILT IN Size and Compe‘tencies
AND GENERATING TOTAL SALES OF entrepreneurial Culture |n

SEK 53,000. THIS FACTORY IS STILL our local organizations.
STANDING, IN THE SAME PLACE,
ALTHOUGH THROUGH THE YEARS,
THE TOTAL AREA HAS BEEN
EXPANDED SEVERAL TIMES OVER.
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IMPORTANT EVENTS PER QUARTER

ALL TIME
HIGH

THE YEAR BEGINS WITH A SLUGGISH DEMAND

The economicsituation continues to be subdued, resultingina
decrease in orders received, and the market is expected to remain
slow. Total net sales decrease by 11 percent, but are largely offset

by cost savings. Conversely sales increased in Germany and the OPERATING PROFIT FOR Q3
Middle East. Gross margins remain stable compared to last year,

though they were higher than in the previous quarter. Operating GAVE AN OPERATING MARGIN
profit decreases. The strong Swedish krona impacts sales and prof- OF 13.4 PERCENT.

its negatively. Fagerhult’s luminaire Appareo was awarded the Red
Dot Design Award.

&

reddot design aard

IMPROVED OPERATING PROFIT AND AN ACQUISITION RE D DOT DESIGN AWARD
The order situation improves by 12 percent compared with the
first quarter, but the market continues to be slow. Net sales FO R'FAGERHU LT’ S APPAREO

increase by 1 percent, adjusted for currency effects. Operating
profitimproves, mostly due to reduced costs and a high gross
margin. Cash flow from operating activities strengthens.
InJune, the Finnish company |-Valo Oy is acquired, expanding
Fagerhult’s range of solutions for heavy industry.

SIGNS OF A GRADUAL RECOVERY
Higher market shares increase net sales by 3 percent, adjusted for
currency effects and acquisitions. Orders received increase by

8 percent compared with the previous year, and the slow market AC Q UISITION O‘F | _-\/A-tﬂo‘ e

shows some signs of a gradual recovery. The share of LED lumi-

naires sold constitutes approximately 20 percent of total net sales. : “1-ValoOy complementsz_th!(?f)ups
Our strong focus on cost control and an improving gross margins 7 -~ offeringto hea‘VYTndustr

were key to the recovery. The Group achieves its best operating

profiteverin asingle quarter, despite negative currency effects, ot e

equivalentto an operating margin of 13.4 percent. £ M- a_--l =

il |

Strongorder intake, and sales increase by 5 percent compared
with the previous year, adjusted for currency effects and acquisi-
tions. Operating profitimproves, as does the operating margin,

which amounts to 9.8 percent in the fourth quarter. The market’s ACQ uliIsl 4 ION OF A R LI G HT

gradual improvement continues and is expected to carry on
through 2014. The share of LED luminaires sold as a percent of Fagerhult takegwhe ltep into the
ITurklshlgr thmarket. \
Y\
! I" ;

STRONG ORDER INTAKE AND A TURKISH ACQUISITION I

total sales continues to grow, exceeding 30 percent of net sales.
Atthe end of the year, an agreement is signed to acquire the Turk-
ish company Arlight, increasing Fagerhult’s exposure to growth
markets while enabling low cost production with shortened lead
times to major existing markets. The acquisition is finalised in Feb-
ruary 2014. Dividends of SEK 7.25 per share and a stock split 3-for-1
are proposed.
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THE YEAR IN FIGURES

FINANCIAL HIGHLIGHTS

« Orders increased by 4 percent and amounted to SEK 3,241.4

million (SEK 3,121.7m), adjusted for currency effects, and th

e

acquisition of I-Valo increased the order intake by 5 percent.

* Net sales increased by 2 percent to SEK 3,095.2 million,
adjusted for currency effects and acquisitions.

« Operating profitincreased by SEK 26.0 million compared with

the previous year to SEK 277.5 million (SEK 251.5m), despite
currency effects that burdened profits by SEK 20 million.

« Actions taken during the year to improve gross margins and

lower fixed costs resulted in a positive earnings effect.

« The product area Retail grew by 10 percent, particularly in
Germany, the UK and France, while sales within Indoor and
Outdoor decreased by 5 and 7 percent, respectively.

« InJune, the Finnish company I-Valo was acquired, and, at the

end of December, an agreement was signed to acquire the

Turkish company Arlight, which was finalised in February 2014.

NET SALES

3095

PERFORMANCE AND KEY RATIOS

2013 2012
Net sales, MSEK 3,095 3,085
Operating profit, MSEK 278 251
Profit after financial items, MSEK 247 214
Earnings per share, SEK 14.48 12.61
Sales growth, % 0.3 21
Operating margin, % 9.0 8.2
Net debt/equity ratio, % 86 94
Equity/assets ratio, % 37 35
Return on capital employed, % 13.3 12.2
Return on equity, % 18.7 17.8
Net debt, MSEK 885 874
Net investments
in fixed assets, MSEK 65 92

OPERATING PROFIT, MSEK | EARNINGS PER SHARE, 5
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OPERATING PROFIT

278
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COMMENTS FROM THE CEO

CONSISTENT STRATEGY
KEY TO SUCCESS

2013 was a good year for Fagerhult. Although the lighting market did not grow by any notable
extent during the year, we both strengthened our position and improved our profits. Two major
acquisitions show that we stand by our ambition to become a global player. We are proud of our

success, which is based on a consistent adherence to our strategy and a constant focus on our

customers. This would not be possible without the enthusiasm and energy of our employees,
and | wish to extend my sincere gratitude for all of their hard work during the year.

espite sales remaining virtually unchanged compared

with the previous year, we increased our operating

profit by slightly more than 10 percent, to SEK 278

million, and earnings per share increased by 15 per-
centto SEK14.48. The positive earnings trend is due to our
continuous efforts to improve our margins and to increase our
productivity and efficiency. Through intense efforts to reduce
fixed costs, we have improved our operating margin, from 8.2
percent to 9.0 percent. Our cash flow from operating activities
was strong, amounting to SEK 221 million, and we are working
continuously to reduce our capital base to free up capital.
Despite acquisitions and dividends paid to our shareholders,
our net debt was approximately the same at the end of 2013
asitwas at the beginning of the year. Overall, we can conclude
that Fagerhult’s financial position is robust.

BREAKTHROUGH YEAR FOR LED

During 2013, our LED sales increased by over 30 percent com-
pared with the previous year. As the technology matures, LED
now accounts for a substantial portion of growth in the light-
ing market. As the global economy recovers, the demand for
LED is expected to increase further, while, at the same time the
prices of components and products are expected to drop.
Demand is also positively affected by the increased global
focus on energy efficiency, with new green legislation and reg-
ulations playing a crucial role. The Fagerhult Group is well posi-
tioned within LED and invested 95 percent of it's 2013 research
and development budget in LED. The significant investments
undertaken in the last couple of years also include the intelli-
gent control systems which are central to this technological
shift. The rate of development is rapid and, in order to be able
to offer the solutions of tomorrow, we will continue to be pro-
active in this area. During the year, Fagerhult’s luminaire
Appareo was awarded the Red Dot Design Award, which we
see as major proof of our ability to combine design with tech-
nological innovation.

“CAN DO” CULTURE

Fagerhult has improved its market share, despite of the lack of
growth in the lighting market. This is the result of several years
of persistent efforts and aggressive ventures, and is proof that
our strategy has been successful. To achieve both sales and
operational excellence, we continuously endeavour to further
improve ourselves within the areas in which we already enjoy
success. Our significant investments in product development
have paid off, as have our brand positioning efforts. At present,
Fagerhult has eight strong brands and subsidiaries in 20 coun-
tries who, together with our representatives and distributors,
reach a total of around 40 markets around the world, providing
us with favourable conditions to achieve larger geographical
coverage and increase our share of the market.

Last, but not least, success is also about having the right
people intheright places, with the ability to get the job done
and deliver. Fagerhult is a knowledge-based company which is
characterised by a strong entrepreneurial spirit and a ‘can do’
culture. Our common core values — Customer Focus, Perfor-
mance Culture and Innovative Mindset —are well-rooted
throughout our organisation, and we work continuously to
galvanise their significance in the Group. We have also worked
a lot with leadership development and with creating the condi-
tions to develop our employees’ competencies.

TWO MAJOR ACQUISITIONS

Fagerhultaims to become a global player in the lighting solutions
market. In order to achieve our aim, we have to continue to deliver
profitable organic growth at the same time as expanding through
acquisitions. Our approach is, therefore, aggressive and we have,
time and time again, proven that we can carry out successful
acquisitions. We have the ability to identify profitable and success-
ful companies and to integrate these companies in an effective
manner. InJune, the Finnish company I-Valo was acquired, which
broadens our range of solutions for heavy industry—an acquisition
which has developed and been well integrated during the year. Just
before the end of the year, another acquisition was announced —
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COMMENTS FROM THE CEO

this time of the Turkish company, Arlight, which increases our
exposure to new growth markets. The acquisition of Arlight is
completely in line with our strategy to have low cost production
in proximity to our major existing markets, in order to shorten
lead times. We confidently look forward to the integration of
Arlightinto the Group’s global network.

NEW VENTURE WITHIN OUTDOOR

Outdoor constitutes a relatively small portion of our sales as
our investments within Outdoor lighting have, to date, been
somewhat muted. Pending a suitable acquisition, Fagerhult
has elected to invest in the area by developing a new product
portfolio that will be launched during the year, including light-
ing solutions for parks, footpaths and bicycle paths. The devel-
opment of these new products has been undertaken in close
co-operation with the Danish consultancy firm AF Lighting.

SUSTAINABILITY: OUR CORE STARTING POINT

Inthis day and age, all major construction projects have to have
an eye on energy efficiency, and lighting is a key component of
this. Our solutions help customers to reduce both energy con-
sumption and their environmental impact, which also results in
reduced costs. A number of factors affect our operations and
the further development of our business, such as the technolog-
ical shift to LED, “green” legislation and new regulations. For us,
itisimportantto run our operations around the world and con-
ductingour business in a sustainable manner. As we grow, our
sustainability work in a number of areas must also grow and
improve. The guidelines describing our approach, our responsi-
bilities, ethics and practices, as well as other issues, are compiled
inthe Code of Conduct, which all employees are to follow. The
Code also clarifies our views on our environmental responsibility
and provides guidelines as to our stance on different countries’
legislation and other regulations which affect our operations.
Ourambitionis to increase transparency in our initiatives and
results within the area of sustainability and we have, therefore,
chosen to have PwC review our sustainability reporting.

PROMISING PREMISES FOR 2014

Astrongorder intake during the fourth quarter 2013 has given ‘
Fagerhulta good starting position for 2014. We have a profitable “I/I/Z), ]2(1,7)(3 a ])7‘(}ﬁtab[e b(lse ﬁ)}

base for continued |nvestments. within sales, marketmg and prod- continxued in'vestmen ts ’(U’iﬂ? lll
uct development. Atthe sametime, we are always looking for

ways toincrease and improve our customer focus. During 2014, we Sal@S, ma 7']{3“.718' (Lnd])}“()d‘u,()t
expect to gradually see the positive effects of the latest acquisi- developmen t. At the same tim e,

tions and the venture we are now working on within Outdoor. Our
shareholders can feel safe in the knowledge that we have com-

we are always looking for ways to
plete confidence in our strategy and will not rest in our quest to increase and ’1.772])7'0’06 ou rﬁ)cus

achieve our vision to become a global supplier of lighting solutions. on the customer.”

Habo, March 2014

Johan Hjertonsson
President and CEO
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LIGHT IS OUR PASSION
|

Fagerhult has been a pillar of the lighting industry since 1945. Over
all these years, we have combined our passion for light with the
functional beauty and ethos of Scandinavian-designed lighting.
With a long-term focus on energy efficiency, through intelligent
control systems and advanced LED technology, we want our work
to contribute to a lasting, light-loving world.







BUSINESS ENVIRONMENT AND DRIVING FORCES

POSITIVE FORCES CREATING
EXCITING OPPORTUNITIES

GLOBAL TRENDS

LIGHTING AND THE GLOBAL ECONOMY

The lighting industry tends to follow the business cycles of
the construction industry which, in turn, are governed by
global growth and the global economic situation. The lumi-
naire and lighting systems market is primarily fuelled by new
construction, which tends to be delayed when the economy
is strained. The financial turmoil over the last couple of years,
along with the European debt crisis, has held back the growth
in the lighting industry. The current signs of recovery in the
global economy are, therefore, positive.

CHANGING DEMOGRAPHICS

Population growth, particularly in emerging market coun-
tries, is generally high. The world’s population is estimated
toreach over 9 billion by the year 2050. At the same time, the
global population is becoming increasingly older. This results
in rising demands on, amongst other things, healthcare and
nursing homes, where lighting is an important component.
The expanding population also increases the need for other
types of lighting solutions for schools, workplaces and retail
environments. =

URBANISATION

As of 2008, half of the Earth’s population lives in cities and in
fifty yearsthis numberis estimated to grow to 75 percent. The
growth of cities leads to, amongst other things, an increased
need for transport and infrastructure, as well as a need for
safe, attractive outdoor environments. Anincreased need for
energy efficient lighting is a key component of these initiatives.

ENERGY EFFICIENCY

The availability of natural resources is limited and economic
growth increases demand for raw materials. These develop-
ments necessitate a more efficient use of resources and ini-
tiatives focusing on the energy of tomorrow. They also require
an increased global commitment to our impact on the envi-
ronmentand climate through the development of sustainable
technology.

FAGERHULT ANNUAL REPORT 2013




BUSINESS ENVIRONMENT AND DRIVING FORCES

Many of the global development trends we are experiencing today create a

need for expanded, improved and more energy efficient lighting. For Fagerhult,
it is essential to interpret these changes and convert them into business opportu-
nities. The recovery of the global economy, increased energy efficiency require-
ments and the technological shift towards LED lighting are the most powerful

driving forces.

INDUSTRY-SPECIFIC DRIVING FORCES

THE SHIFT TOWARDS LED AND CONTROL SYSTEMS

The most important driving force behind the growth of the
lighting market is the comprehensive technological shift
towards the new, energy efficient LED technology: light emit-
ting diodes with a long lifespan and low environmental
impact. Aligned with this development, the market is heading
towards integrated solutions through intelligent control sys-
tems, which can create even more energy efficient and cus-
tomised solutions, opening the door to new business oppor-
tunities. The price of LED is falling and demand is expected
to rise as the macro-economy shows signs of recovery. At the
same time, energy efficiency is driven by regulations and
legislation. The lighting market is expected to grow by five
percentannually until 2016, and then by three percent annu-
ally until 2020". LED’s share of the general lighting market is
expected toreach 45 percentin 2016, and 70 percent in 2020.
Theintelligent control systems market is expected to experi-
ence strong growth, also seeing growth of 20 percent annu-
ally. See page 14 for more information about LED technology.

TOUGHER “GREEN” REGULATIONS

The development of regulations impacting lighting products
isanotherimportant driving force.GéVernments around the
world are introducing new initi@iVes, in the form of bans on
inefficient technology as sstricterlegislation on energy
efficiency requirements@d incentives for new construction.
More and more coun are now introducing bans on specific
technologies for bgifhousing and commercial lighting prod-
ucts. In Europe, @fie transition to more sustainable light
sources has beegibropelled by the ban on low-voltage halogen
bulbs. The EU hils demanded that all light sources containing
mercury be pflased out by 2016, and have also determined
that, by 202Q#fall new buildings are to consume “next to no”
energy. The B Directive on energy reporting for home owners
isanother e@mple. The proliferation of equivalent standards
for design dlld energy classification is increasing across the
world and tifere are global campaigns undetway to increase
awareness theimportanceofenergyeﬁﬁciéptIighting

i i

!_
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NEW AND INCREASED CUSTOMER NEEDS

The behaviour of both customers and end-users is changing.
Increasing numbers of people recognise the importance of
light fortheir well-being, and interest in design products and
the possibilities of lighting design is growing. Retail environ-
ments are also becoming an increasingly important part of
profiling brands and enhancing the shopping experience.
Customised solutions based on unique concepts are increas-
ingly indemand, putting suppliers’ knowledge, service levels
and delivery fulfilment to the test. Consumers’ behaviour is
also changing, a higher level of awareness of their own envi-
ronmental responsibility has increased the demand for solu-
tions that reduce energy consumption and, consequently,
climate impact. Parallel with this development, there is still
a need for good solutions using existing technology. Custom-
ers’ price sensitivity is also increasing, escalating the impor-
tance of lifespan and repayment periods when making invest-
ment decisions.

CHANGES IN THE COMPETITIVE LANDSCAPE

The lighting market st
consolidation phase in'Which there is a high frequency of
acquisitions. The industry isingmented and includes several

jvely mature and is experiencing a

t the same time, there
ompetition. A sector
s,such aselectron-
nthe market, as
rand develop
with the on-

different types of companies,

are major local differences in termsx
convergenceis alsotaking place. New ple
ics companies, are establishing themse
they see an opportunity to get a foot inth
their own products and solutions in conjun
going shift to LED technology.

-

e

=J) McKinsey & Compgny, Perspectives on the global lighting market, August201
e |
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BUSINESS MODEL

STRONG BRANDS
AND A LOCAL FOCUS

Fagerhult develops, manufactures and markets innovative and energy efficient lighting solu-
tions for professional indoor and outdoor environments. The business, brands and customers
are often local. Consequently, operations are run locally through several companies with
strong brands, reaching a variety of customer and market segments. Growth is achieved
through increased sales in existing and new markets, organically or through acquisitions.

PENETRATING SEVERAL BRAND STRATEGY growth strategy to achieve larger mar-

CUSTOMER SEGMENTS MEANS GROWTH ket coverage and increased market
Awide range of products and solutions Fagerhult’s operations are run on the shares. The positioning is also to result
is offered within our three main product ~ basis of eight strong and well respected  in anincreased exchange and better
areas: Indoor, Retail and Outdoor. By brands, targeting different industries utilisation of available resources. Over-
approaching the market from these and market segments. As the lighting all, Fagerhult’s various brands are posi-
three areas, utilising various brands, we market is primarily local, these brands tioned as mass premium —meaning
are able to penetrate several different hold the strongest position and the that they are aimed at a large segment
customer and market segments in both largest market share in theirhome mar-  of the market that values quality of
mature and emerging markets. This kets. Furthermore, third-party products  lighting over price, while a certain
market development is supported cen- are offered under additional brands. amount of price sensitivity exists. The
trally for each product area. Brand positioning is a key part of our exception is Ateljé Lyktan which has a

premium positioning —a strong focus

on design, aimed at a more narrow seg-

ment of the market. This also means

that Ateljé Lyktan isin a higher price

range than our other brands.

Generally, Fagerhult’s goal is to have

FAGERHULT’S BUSINESS MODEL two brands per market, in order to
avoid an excessively complex brand
structure. The more niche brands,
Innovation and strong brands Designplan and I-Valo, are, however,
available in several of our major mar-
kets, meaning that, in effect, there are
Purchasing and manufacturing three or four brands in these markets.
Read more about our brands on the
next spread.

Indoor Indirect sales to specifier stage

orend customers
Activity on local markets

Retail and customisation

i |
Outdoor Direct sales to end customers

Acquisitions and organic growth
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Innovation is crucial

to the business

Crucial to all development activities are Fagerhult’s understanding of light
and people’s needs in different environments. Anintensive product develop-
ment effortis conducted mainly within each product-owning subsidiary. On
a Group level, Fagerhult Lighting Academy acts as a hub for research and the
study of light. The academy was founded in 2004 to harness the Group’s
collective knowledge about everything from lighting design to environ-
mental consequences, and can give Fagerhult a competitive advantage in
establishing a presence in new markets. The academy also plays a key role
intheintegration efforts in connection with acquisitions, as a forum for the
transfer of knowledge between the various subsidiaries. Another important
hub for Fagerhult is the internally established forum for innovation and
technology development, which primarily concentrates on solutions within
LED and control systems. The forum is headed by the R&D managers of the

two largest companies — Fagerhult and Whitecroft.

SYNERGIES WITHIN PURCHASING
AND MANUFACTURING

Purchases for the Group are coordi-
nated through a network for the pur-
chasing managers of Fagerhult, which
lowers the cumulative costs. Manufac-
turing is primarily done at the product-
owning subsidiaries’ facilities in Swe-
den, Finland, the UK, Germany and
Australia. In addition, the manufactur-
ing facility in China focuses on high vol-
ume products. Manufacturing and cus-
tomisation, in close proximity to the
local market, is often a competitive
advantage in the lighting industry. At
the end of the year, Fagerhult acquired
the Turkish lighting company Arlight,
which has a major modern manufactur-
ing facility in Ankara. The acquisition is
in line with our strategy to provide low

cost manufacturing in close proximity
to our major existing markets in order
to shorten lead times —while also
increasing our presence in emerging
markets. Read more about Fagerhult’s
strategic focus on page 16.

LOCAL MARKET FOCUS

By primarily working in the various mar-
kets on a local basis, Fagerhult builds a
thorough level of local expertise in each
market. Local focus has been one of
Fagerhult’s strengths, as building rela-
tionships is essential in the lighting
industry. The sales models differ
between the three product areas, but
are similar for the different geographi-
cal markets. Indoor and Outdoor are
more complex as several parties must
be taken into account, which is why a

BUSINESS MODEL

large portion of the sales is aimed at the
so-called specifier stage, which consists
of the consultants and various contrac-
tors contracted by the municipalities.
For Indoor, this stage includes construc
tion companies, architects and electri-
cal consultants, which, in turn, have a
major impact on the choice of products
and solutions for various projects.

For Outdoor, the activities are aimed
atend customers, such as municipalities,
which are responsible for parks and
streets, and major procurers or private
owners of public spaces connected to
buildings. They are also aimed at the
specifier stage. For Retail, the sales model
is different as sales are instead aimed
directly towards the store and concept
managers of various retail chains.

Sales are conducted through the dif-
ferent subsidiaries found in 20 coun-
tries, and the sales channels vary
between the different companies and
markets. Sometimes, sales are con-
ducted exclusively through the Compa-
ny’s own sales organisation, and some-
times the companies work through
agents and distributors, or, as in the
German market, primarily through
wholesalers. Local direct sales domi-
nate for several brands, while, for
instance, products from the Fagerhult
brand are sold primarily through
Fagerhult’s own pure sales company.
The product segments also have differ-
ent weights in the different markets,
creating a growth opportunity through
the increased focus on product seg-
ments with lower market share or by
adding more segments. The customer
processing is described more in-depth
in the chapters of each product area.

SUCCESSFUL ACQUISITIONS

Acquisitions are an important part of
Fagerhult’s business model and long-
term strategy. A positive sales growth
provides Fagerhult with a stable cash
flow forming the basis for a continued
growth in existing or new markets. Read
more about Fagerhult’s successful acqui-
sitions model on the next page, and
about strategic initiatives on page 18.
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BUSINESS MODEL

THE BRANDS OF FAGERHULT

FAGERHULT

1945

Fagerhultis founded in 1945 by
Bertil Svensson, who designs

and manufactures different
types of lamps. Through proprie-
tary development and acquisi-
tions, the product portfolio is
expanded to solutions for offices,
education, healthcare, stores
and outdoor lighting. Fagerhultis
the main brand of the Group, and
constitutes approximately half
of overall sales, and has a strong
position inthe markets of the
Nordic region and Northern
Europe. Fagerhultis to be per-
ceived as the leader in know-
ledge of the industry by adding
valuable knowledge and insights
on lightand the human being.

LTS

LICHT & LEUCHTEN
2010

The German LTS Licht & Leuchten
GmbH, with manufacturingin
Tettnang, is acquired. LTS also
offers a comparatively wide prod-
uct portfolio, focusing on indoor
lighting. LTS is a major actor
within store lighting but also
offers other solutions. LTS has a
significant market positionin the
German market, with a strong
focus on quality.

ateljéLyktan

1974

Fagerhult acquires Ateljé Lyktan,
a lighting company rich in tradi-
tion, which was founded in 1934
and has its manufacturingin
Ahus. Ateljé Lyktan has a strong
focus on Swedish design and
develops lighting fixtures for
indoor and outdoor use. Posi-
tioning-wise, Ateljé Lyktan is the
Group’s most design-focused
premium brand. Sweden is the
largest market, although an
international expansion has
recently been initialised.

designplan

LIGHTI NG

2011

Designplan Lighting Ltd, a niche,
yet leading, actor on the British
market, with solutions for
demanding and robust environ-
ments, is acquired. Weather
and vandal proof solutions for,
among other things, transporta-
tion, social housing, detention
facilities, secure care and city
environments, are offered.
Designplan's solutions are, also,
sold in other markets such as
Australia. In the Nordic markets,
several products are sold under
the Fagerhult brand.

— IMPORTANT ASSETS

Whitecroft
lighting |

2005

Whitecroft Lighting Ltd is
acquired. The company, based
justoutside Manchester, devel-
ops, manufactures and markets
awide range of lighting solutions
foreducation, healthcare, offices,
stores and outdoors. Whitecroft
isthe second largest actor on the
British main market and also sells
solutions in the Middle East.
After Fagerhult, Whitecroft is the
Group's second largest brand.

HvaLo

2013

The Finnish I-Valo Oy is acquired.
The company specialises in the
manufacture of high quality light-
ing solutions for various industrial
applications, both indoor and
outdoor, in exceedingly demand-
ing conditions, such as dusty envi-
ronments or extreme tempera-
tures.|-Valo also offers lighting
for housing and public buildings.
Product development is con-
ducted in cooperation with cus-
tomers and partners, and manu-
facturing takes place in littala.
I-Valois market leading in Finland,
although a large portion of sales
is also made to France, Russia and
Sweden.

australia

‘Member of the Fagerhult Group’

eagle

2007

Eagle Lighting Australia (ELA),
with focus on solutions for
healthcare and office environ-
ments, is acquired. The company
has its own manufacturingin
Melbourne—an advantageina
market with a high level of cus-
tomisation. ELA offers a wide
range of fixtures and solutions,
primarily forindoor use while
also offering various solutions
from Fagerhult and Designplan.
ELAisamajoractoronthe
Australasian market, including
New Zealand, and is perceived as
flexible, attentive and reliable.

JRLIGHT W

2014

Atthe end of 2013, Fagerhult
signs an agreement to acquire
the Turkish lighting company
Arlight, which develops, manu-
factures, and markets lighting
solutions, primarily forindoor
use. Application areasinclude
offices, schools, hospitals, shop-
ping malls and airports. Arlight
has a strong position on the
Turkish market forindoor light-
ing and a modern manufacturing
facility outside Ankara.

FAGERHULT ANNUAL REPORT 2013




BUSINESS MODEL

SUCCESSFUL ACQUISITION MODEL

Over the course of the last decade, Fagerhult has acquired some ten companies, two of which were
acquired in the last year. Acquisitions are an important part of Fagerhult’s business model, and, as such,
an essential part of the Company’s long-term growth strategy. Valuable knowledge and experience
have been integrated into a decentralised model which creates a platform for successful integration.

® |dentify well-run and profitable acquisition candidates—an
important prerequisite which affects the long-term earnings
trend, but also the more short-term pricing.

® Stronglocal management and market position—locally proven

® Apply key knowledge and experience from having integrated
operations practically.

® Usethesize of the Group in the form of Group-wide synergies

entrepreneurship, combined with established brands, as well

as sales channels and relationships.

® Established model for control and management of acquired

forareas such as product development and purchasing.

® Create a globally knitted together Group—cooperation
between the subsidiaries provides access to new geographical

lighting companies—focus on preserving and supporting the
local management through local Board of Directors for each

subsidiary and Group-wide functions.

markets and valuable exchanges of experiences.

New “family
member” creates
mutual benefit

Fagerhult acquired the UK lighting com-
pany Whitecroft Lighting Ltd, based
justoutside Manchester, in November
2005. Atthe time of the sale, the com-
pany had 280 employees and sales of
approximately SEK 400 million. Today,
Whitecroft’s sales amounts to over SEK
600 million and the number of employ-
ees has grown to 420. The company had
and still has a good profitability and,
despite a number of economically chal-
lenging years, has retained good and
stable growth. Whitecroft is now the
second largest player in the UK market,
which accounts for about 95 percent of
the company's sales. The largest seg-
mentis lighting solutions for educa-
tional environments, healthcare and
offices.

3 questions for

Paul Barton

Whitecroft's CEO at the time of acquisition,
today a member of the Group Management
with a Regional responsibility, explains the
success factors and challenges of the acqui-
sition.

Success factors when Whitecroft was
acquired and integrated?

Fagerhults' strategy is to acquire only good
and profitable companies with growth poten-
tial, strong management and stable operations
-noturnaround cases. When Whitecroft was
acquired, it was important for us to create a
continued sense of stability and to maintain
confidence in the business. A change of this
sort often creates concern and raises many
questions. Fagerhult’s CEO at the time was
visible and presented the transaction at
Whitecroft’s premises immediately after the
deal was announced, but we deliberately chose
to make no change during the next few
months. A few visits were made by staff from
Fagerhult and Whitecroft continued exactly
astheyhad done before the acquisition. After
some months, we started to prepare and
implement plans that could be progressively
rolled out that would benefit both parties.

Important lessons learnt?

Identify areas where opportunities for com-
petitive advantages and synergies exist and
introduce these opportunities gradually.
You cannot rush into everything at once;
instead, it is important to focus on manag-
ing the priorities delivering the greatest
benefits. Itis also important to define a clear
brand platform, based on the success and
core capabilities of each business unit, so
that every company knows how they fit
within the Group. Often, internal collabora-
tions and internal requirements are tougher
than external. Relationships are the key to
success. This is about sharing common val-
ues and goals, about getting on with each
other and having fun. Great businesses are
made by great people and the relationships,
as well as the performance environment
within the Fagerhult Group, are the best
Thave ever seen.

What are the most valuable synergies?
Both parties have benefited from the acqui-
sition. Whitecroft's material purchase costs
were lower than Fagerhult's at the time, so
Fagerhult could take advantage of this,
while Whitecroft benefited from the broad
experience and knowledge in Fagerhult. All
companies benefited by learning from each
other. An open mind to exchanging know-
ledge in, such as, R&D, IT, purchasing, pro-
duction, HR and management is key.
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LED is the greatgechnologlcal shift within hghtl% since the 1940’s
when fluorescent lights were introduced. When it comes to energy effi-
ciency and lifespan, LED'is superior to the otheralternatives on the mar-
ket, and is experiencing an incredibly quick evolution. As the development
progresses, LED is expected to provide further energy efficiency and,
thus, become the obvious choice for many more applications than today.
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ED, or Light Emitting Diode, is the
Lﬁrst source of light to combine the
qualities that many lighting plan-
ners and architects desire:
* to be as small as possible

* to generate lightin a very efficient manner
* to have along lifespan

The many technological advantages

of LED

LED is already especially suitable for cer-
tain applications. The light source’s exem-
plary ability to direct and control the beam
of light can be utilised for accent lighting,
or for lighting limited spaces, such as work-
spaces, staircases, etc. If used correctly,
LED fixtures can also be installed in previ-
ously impractical locations, such as bridges,
tunnels, and high ceilinged rooms. LED
can also withstand cold better than regular
light sources, and is therefore ideally suited
to outdoor lighting, for street lights or
street signs, for example. The diode is also
suitable for coloured light and is very easy
to dim and control through the use of, for
instance, dimmers, occupancy detectors,
and daylight sensors.

Costsavings potential and falling prices
LED fixtures are practically maintenance-
free during their entire lifespan. Not having
to change light sources can lead to substan-
tial savings in costs for personnel and aids.
Injust afewyears, the efficiency of LED has
doubled, while, at the same time, the cost of
LED components has fallen dramatically,
resulting in lower prices. A significant con-
tributing factor is the manufacturing over-
capacity of LED components which has
resulted from heavy investments in manu-
facturing facilities in Asia. The continued
technological development and increased
production of components likely means that
prices will continue to drop, although they
are expected to level out to some degree.

The LED shift drives growth

In 2013, the global LED market was esti-
mated to be worth USD 25.4 billion, with a
penetration of 19 percent'. For 2015, these
numbers are USD 44..2 billion and 38.6 per-
cent. In 2020, McKinsey estimates that
penetration will be almost 70 percent, with
an annual growth rate of 9 percent up until
2014, and thereafter 6 percent up until
20202 Of key importance for the develop-
ment of the LED market are, as mentioned
before, regulations and legislation in differ-
ent countries. So far, this has been the most

evidentin Asia, where Japan has the highest
ratio of LED penetration, which is expected
tobe 74 percent by 2015. In China, the LED
market is estimated to grow by 30 percent
annually.

Penetration is expected to increase the
most within offices, stores, restaurants and
other leisure related locations, as well as in
transportation. Architectural lighting con-
tinues to be an early adopter, with an LED
share which is estimated to be almost 90
percentin 2020.

Continued standardisation and
technological development

When it comes to technological improve-
ments, the luminous efficiency of LEDs com-
pared with traditional lighting continues to
increase. The industry has surpassed the
development targets set up by the US
Department of Energy for LEDs (129 Im/W
for warm white light, and 164 1m/W for cold
white light). In addition to these significant
efficiency improvements, development is
increasingly geared towards more standard-
ised LED packages, light engines and mod-
ules for different application areas in the
general lighting market. The lighting indus-
try has a common standardisation consor-
tium named Zhaga, which aims to introduce
uniform LED components (module and
driver), simplifying maintenance and simul-
taneously allowing for upgrades to the latest
technology. Zhaga’s membership has dou-
bled in the last couple of years.

Focus on intelligent control systems
Efficiency of the light source aside, over 30
percent of energy is consumed while spaces
and rooms are not used, motivating users to
reduce energy consumption, especially
where consumption is high, through the use
of intelligent, dynamic control systems.
Combined with LED, control systems have
several advantages, as they extend the life-
span of the light source, further improving
the financial benefits. The control system
market is estimated to grow by almost 20
percent until 2020. LED and control sys-
tems also increase the need for technical
expertise in the form of advisory services for
the development or installation of this kind
of solution.

1) DIGITMES Research, March 2013
2) McKinsey & Company, Update on the global lighting market,
August2012

quick questions
about LED

1. Whatis LED?

An abbreviation of Light Emitting Diode,
that is, a light diode-semiconductor which
emitslight when itis electrically stimulated.
LEDis operated by direct current (DC), and
oftenrequires a separate driver which is the
heart of the LED technology. The LED is
very small, with an actively glowing surface
which isn’t larger than 1-2 mm?. The unitis
mounted on a circuit board, where several
LEDs are connected in a cluster, forming a
LED module. Dimming is made with the
ballast which can control intensity, time,
daylight levels and presence, as well as con-
trol the colour of the light.

2.IsLED anew technology?

No, as early as 1927, the Russian scientist
Oleg Vladimirovitj Losev presented a light
diode in a magazine. The first light diode
with a visible spectrum was developed in
1962 by Nick Holonyak Jr., who is regarded
as the father of the light diode.

3. Whatis the lifespan of LED?
Manufacturers of light diodes and control
units claim that the lifespan is 50,000
hours, defined as the time when the light
diodes glow with more than 70 percent of
the maximum luminous intensity. This is
not a formal standard, but is generally
accepted within the lighting industry. This
means that the lifespan of LEDs is three
times longer than that of a metal halide.

4. Whyis LED an energy efficient and
sustainable light source?

The high efficiency and long life span implies
fewer light sources to recycle and replace.
The LED technology can also produce col-
oured lights without the help of a filter,
something which preserves alot of energy as
a traditional spotlight requires a colour fil-
ter, reducing the luminous flux by up to 90
percent. Neither does LED contain any mov-
able or fragile parts which affect the life-
span, or any mercury, which facilitates its
handling, and reduces the risk for emissions.

5. LEDis slightly more expensive today
-will that always be the case?

The price trend of LEDs is decreasing, as
volumes increase and manufacturing costs
decrease for LED chips and packages. Thus,
the payback period is shorter and affects
investment calculations positively.
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STRATEGY

STRONG TRACK RECORD OF BEING
ABLE TO IMPLEMENT OUR STRATEGIES

Fagerhult’s strong position is based on local client relationships, strong brands and a
proven ability to apply lighting technologies meeting the end user’s needs. Our vision is to
be a leading, global supplier of lighting solutions. To achieve this vision, we have formulated
six strategic initiatives — based on our working methods, our strategic principles and our
fundamental values —all of which will be implemented until 2017.

STRATEGIC PRINCIPLES

Fagerhult strives to play a leading role in the advancement of the lighting industry, meaning that we take an
offensive approach to the way we work. For this reason, acquisitions continue to be an important aspect of our
strategy, contributing to our growth with international expansion and strengthening our product portfolio.

OFFENSIVE EFFICIENT AND PROFITABLE
We strive to be one of the main We finance our offensive strategy by focusing on
players in our industry. efficiency and cost control, without compromising

on dividends to shareholders.

WELL-POSITIONED INSIGHTFUL
We harness and further develop the core expertise We base our decisions and activities on our astute and
and strengths within the Group. unique insight into our end clients’ requirements.

Statoil’s new, award-winning regional office building
outside Oslois illuminated using tailor-made light fix-
tures from Fagerhult that double as ventilation regula-
tors. Approximately 2,500 employees work in the inspir-
ing and flexible office environment inside this
spectacular building.

16
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STRATEGY

BASIC FRAMEWORK OF OUR STRATEGIC BLUEPRINT

Fagerhult has defined a framework that illustrates the Group’s approach for the next four years —until 2017.

HOW WE WORK

Ouraimisto be a globally knitted together, customer insight are always at the base of everything we do and constitute an
driven company that leverages the Group’s size and competen- important part of our integration work with our acquisitions.
cies while preserving the entrepreneurial culture in our local
organizations . The various companies making up the Group pro- FOUNDATION FOR OUR STRATEGIC INITIATIVES
vide valuable synergies within a number of areas, in terms of Fagerhult’s strategic framework is also based on four corner-
both knowledge and economies of scale. These synergies arise stones—focus areas where we are already highly accom-
primarily in purchasing and manufacturing, but also help in plished but where further development and advancement are
retaining talented employees and ensuring that these individu- of key significance in the improvement of our competitive
als have the opportunities to develop within Fagerhult. advantages. These cornerstones include lighting expertise
Without a doubt, the foundations for our success are the and knowledge, a broad product range with a high portion of
way we work and what pushes us in the right direction. Of tailored solutions, accuracy of delivery —delivering the right
central importance to Fagerhult as a globally knitted together things, at the right time and at the right place, as wellas a
Group is our strong entrepreneurial ‘can do’ culture, some- high service level for our products and solutions. With these
thing which is at the heart of all of our companies. We also fourfundaments at the very centre of our thinking, we have
have three enduring common core values — Customer Focus, defined strategic initiatives that will describe our direction up
Performance Culture and Innovative Mindset. These are val- until 2017 and bring us a step closer to achieving our vision.

ues deeply-rooted throughout the whole Group that both sup-  Fagerhult’s six strategic initiatives are described and exempli-
portand enable long-term targets and planning. These values fied on the next page.

Broad product Delivery capacity
portfolioand through strong
tailored solutions supply chain

Our strategic Lighting
cornerstones expertise

product service
‘Cando’ culture and strong core values — Customer Focus,
Performance Culture, Innovative Mindset. STRATEGIC
INITIATIVES
2017

How
we work

Leverage the Group’s size and knowledge-based sy
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STRATEGY

FAGERHULT’S SIX STRATEGIC INITIATIVES 2017

DEVELOP INDUSTRY-LEADING
LIGHTING SOLUTIONS

SECURE PROFITABLE
ORGANIC GROWTH WITHIN
INDOOR LIGHTING

AIM FOR ORGANIC GROWTH
WITHIN RETAIL LIGHTING

We should be at the forefront during
the technological shift to LED where
intelligent control systems play an
importantrole. Itis not just the tech-
nology initselfthat is critical in the
development of industry-leading prod-
ucts and solutions. In order to create
added value for our customers, focus
also needs to continue to be centred on
knowledge of both requirements and
conditions, and on transforming
insights into solutions. Fagerhult’s stra-
tegic focus also covers recognised
designs.

EXAMPLES

Indoor lighting is one of the market’s
largest segments and, consequently,
also one of the most competitive.
Fagerhult’s target is organic, profitable
growth, improving profitability in the
segment. To this end, an increase in cost
consciousness is required through the
entire Group, in combination with a
strong continued focus on product
development.

EXAMPLES

This segment has undergone a signifi-
cant transformation, from having previ-
ously sold solutions tailored for individ-
ual, local retail spaces, to working more
and more with retail and concept man-
agers for larger fashion and grocery
chains. Retail Lighting has also experi-
enced growth through the acquisition
of LTS in Germany, yet there remains
the potential to intensify operations in
the segment in a number of markets.
This work is supported centrally
through a separate organisation for
Retail Lighting, which develops prod-
ucts, concepts, plans of action and
tools.

EXAMPLES

+ The “Nya Karolinska Solna” project in
Stockholm, where Fagerhultis supply-
ing lighting with a strong focus on LED
and energy efficiency.

« Fagerhult has developed lighting
concepts for various leading fashion
chains considered to be at the fore-
front of retail lighting.

« During 2013, Fagerhult’s LED lumi-
naire Appareo was awarded the
prestigious Red Dot Design Award.

- Collaborative partnerships with uni-
versities and industry organisations.

« Acquisition of I-Valo, which operates
in a profitable niche —this provides
the basis for profitable future growth
inthat market.

+ Acquisition of Arlight in Turkey —

a profitable company in the Turkish
growth market.

+ The development of cost-effective
products.

+ Major focus on gross margins.

- Intensified effort to reduce fixed
costs.

- Retail grew by 10 percent in 2013.

- Increased our market share by accom-
panying large, global clients into new
geographical markets.

« Continue to supply to local retail
lighting players.

18
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GROWTH WITHIN OUTDOOR
LIGHTING, ORGANICALLY AND
THROUGH ACQUISITIONS

STRIVE FOR WORLD-CLASS
PROCESS AND COST EFFICIENCY

STRATEGY

INCREASE EXPOSURE TO
EMERGING MARKETS

Growth within Outdoor Lighting
through acquisitions has long been
an explicit strategy. As the number
of acquisition candidates is limited,
Fagerhult has elected to enter the
arena itself, and a product portfolio
for Outdoor Lighting has been devel-
oped under the Fagerhult name. At
the same time, the work to identify
and initiate discussions with potential
acquisition candidates is continuing.

EXAMPLES

Fagerhult’s numerous processes are
continuously reviewed and fine-tuned
to become quicker and more cost-effec
tive. Our target is to reach Operational
Excellence by constantly implementing
improvements in purchasing, produc
tion and logistics. This also includes on-
going investments into measures
designed to raise productivity. Our
delivery capacity is crucial, meaning that
a pointed focus on maintaining first-
class precision with our deliveries and
reducing lead times is a must. The tech-
nological shift, bringing with itan ever
faster rate of change, also means that
purchasing is increasingly important in
enabling the Group to secure access to
the right components at the right price.
The Turkish company Arlight, acquired
at the end of the year, has a modern pro-
duction facility providing access to low-
cost production with short lead times to
Fagerhult’s largest markets in Western
and Northern Europe.

EXAMPLES

Fagerhult has a strong position in
Europe but the Group’s ambition is to
gradually move toward increased inter-
nationalisation, which entails expan-
sion into new markets. Fagerhult
intends toincrease its exposure to
emerging markets through acquisitions
and organic growth, with an eye on
Asia, the Middle East, Russia and East-
ern Europe in particular. Turkey also rep-
resents a large growth market where
Fagerhult has augmented its exposure
through the acquisition of Arlight.

EXAMPLES

« Launch of Fagerhult’s own product
portfolio, developed in close co-opera-
tion with the Danish consultancy firm
AF Lighting. The product portfolio will
be launched on the market in 2014.
For more information, see page 39.

« Acquisition of Arlight.

« Continued focus on cost, use the Group’s
sizetodrive down suppliers’ prices.

- On-going work with capital rationali-
sation to reduce the capital base and
free up capital.

+ Benchmarking and exchange of expe-
riences between Group companies.

« Acquisition of Arlight.
- Expansion within emerging markets
such as the Middle East and Russia.
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PEOPLE AND THE ENVIRONMENT AT THE CENTRE
|

All of Fagerhult’s research and development work is undertaken with
people and the environment at the centre, against the background of
established understanding and well-documented research. Since the
early 2000s, we have carried out a research project together with Lund
University which has contributed greatly to society’s understanding of
how the right lighting can have a positive effect on people and reduce
energy consumption.
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OVERVIEW OF OUR BUSINESS AREAS

STRONG BRANDS

The Fagerhult Group boasts eight strong
brands, each with their largest market
share in the respective home markets.
Our principal brand name, Fagerhult,
has the strongest base in the Nordic
countries and Northern Europe. Ateljé
Lyktan operates in the niche market for
cutting edge design in the Nordic coun-
tries. Whitecroft is a market-leading
company based in the UK, where the
niche company Designplanis also a
major player. LTS Licht & Leuchtenis a
large player in the German market while
Eagle Lighting’s home market is
Australia. During 2013, the Finnish
industrial lighting company I-Valo was
acquired, something that strengthens
Fagerhult’s position in the Nordic mar-
ket butalsoits profile in France and
Russia. At the end of the year, the Turkish
lighting company Arlight was acquired,
affording Fagerhult the platform to step
into a new, growing market.

BUSINESS AREAS

AND PRODUCT AREAS

Fagerhult reports its sales and profits
according to four separate business
areas (see diagram on the next page).
As regards innovation, product develop-
ment and marketing, we have also cho-
sen to divide the Company's activities
into three product areas —Indoor (pro-
fessional interior lighting), Retail (retail
lighting), and Outdoor (professional
exterior lighting). The largest product
area, Indoor, is in all of the markets.
Retail's various solutions are primarily
found in the Nordic and German mar-
kets, although they are also sold to
global brand chain stores, and follow
along with those stores' international
expansion.

OPERATING PROFIT PER BUSINESS AREA, MSEK

SOLID PLATFORM FOR
CONTINUED EXPANSION

Thanks to acquisitions and organic growth, Fagerhult has grown into one of Europe’s
leading lighting companies, with the Nordic Countries and the rest of Europe as its
home market. We see the potential for continued growth in all the circa 40 markets
that we currently reach, and our strategy is also to expand our presence into new
growth markets. Innovation and product development takes place within the
framework of our three product areas, Indoor, Retail and Outdoor.

LOCAL SALES

The main body of our marketing and
sales work is undertaken locally, but the
model varies between subsidiaries, geo-
graphical markets and product areas.
Sales is primarily carried out through our
own companies, but the Group also
works through agents, distributors and
wholesalers to reach other markets.
Sales activities are targeted both indi-
rectly towards the specifier stage and
directly towards the end customer. In
spite of the limited market growth in
recent years, Fagerhult’s sales have
increased more than those of our com-
petitors. By increasing the penetration
of the product areas in certain markets
or by adding new segments in other
markets, our aim is to continue to grow
organically. New acquisitions also pro-
vide the opportunity toincrease our
exposure to new, growing markets.

1,716.2

Year 13 12

Northern Europe

UK, Ireland and the Middle East Bl Rest of Europe

Asia and Australia

121.2
1,685.9 99.3
951 o34
848.0 7371 777 -
61.3
831.5 6505 2276 273
14.7
“ 16‘7‘5

13 12 13 12 13 12 Year 13 12 13 12 13 12 13 12
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OVERVIEW OF OUR BUSINESS AREAS

Fagerhult has subsidiaries in 20 countries with operations divided
into four business areas. Together with our representatives and
distributors, we reach a total of about 40 markets around the world.

i
o
o
c
BUSINESS AREAS — SUBSIDIARIES MANUFACTURING EH

Northern UK, Ireland and @ Rest of Europe (' Asiaand Australia ':yvrde;: r'tzicblo’ Ahus
Europe the Middle East Germany China G'" and: Ittala
Sweden UK Netherlands Australia Uzmany. L\Ett”ingt it
Norway Ireland France New Zealand O e N\alnbc ester, sutton
Finland United Arab Emirates Spain Turkey’ Cll:s ”‘.’ 1a: c ehourne
Denmark Poland T I:a" Auzk ou
Russia Slovakia urkey: nkara
Estonia Belgium

1) Turkey is not included in
the annual report for2013.
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INDOOR

The right lighting is an important factor for people in the workplace
and in schools in order for them to enjoy themselves and maximise per-
formance. The lighting in industrial premises is an important element
of safety, while lighting systems in hospitals are subject to stringent
hygiene requirements. Indoor Lighting is Fagerhult’s largest product
segment and today accounts for around two thirds of total sales.

PRODUCTS, SOLUTIONS
AND BRANDS

Fagerhult’s product portfolio covers a
broad spectrum of luminaires and solu-
tions and all of Fagerhult’s operations
develop, manufacture and market solu-
tions implying that the varied product
portfolio suits a wide range of profes-
sional interior environments. Such flexi-
bility in what we can offer to our profes-
sional customers means that we are
able to work with a high number of
different customers and market seg-
ments. Our primary segments are:
Office: Products and solutions for
modern office environments.

School: Lighting solutions specially
adapted to educational premises, eve-
rything from classrooms to libraries.
Hospital/Healthcare: Light fittings for
examination rooms as well as lighting
and supply systems such as panels for
intensive care units and treatment
rooms and dialysis columns.
Demanding environments: Systems,
applications and products for more
robust environments, such as indus-
trial manufacturing, transport, custo-
dial institutions and secure care.
These solutions are developed and
manufactured by Fagerhult’s niche
brands, Designplan and I-Valo.

MARKETING, SALES AND CLIENTS

Products and solutions for professional
indoor lighting are offered in all of the

various geographical markets in which
Fagerhult operates. The allocation of
sales and customers into segments, for
allthree product areas, is based on a
profound knowledge of the local mar-
ket. The applicable sales model does,
however, differ somewhat between the
product areas. For Indoor, the complex-
ity of the process means that several
parties need to be approached. Sales
efforts are partially indirect in nature,
directed towards the specifier stage,
which has a significant amount of influ-
ence on the products and solutions
finally chosen to be used in building
projects. For projects that are turnkey
contracts or partnership projects,
Fagerhultis often involved in producing
a solution for the electrical consultant,
based on a functional description.
However, a certain amount of sales are
also made directly to the end customers
and on some markets sales are made
via agents, distributers and whole-
salers. Indoor’s sales decreased by 5
percent during the year.

DEPENDENCY ON THE GENERAL
ECONOMIC CLIMATE

Among Fagerhult’s product areas,
Indoor is the last to respond in any
given economic cycle, and generally
follows the development of the con-
struction industry.

INDOOR’S SHARE OF THE GROUP’S
TOT AL NET SALES

%

INDOOR’S NET SALES SPECIFIED
PER BUSINESS AREA

@ Northern Europe, 49 %

® UK, Ireland and the
Middle East, 38 %
Rest of Europe, 5 %
Asiaand Australia, 8%

FAGERHULT ANNUAL REPORT 2013




The Aldar Properties’ headquar-
ters received an award for its
futuristic design at the Building
Exchange Conference in Spain.
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|dar Properties” head office is the world’s first circu-
lar office building —a unique architectural land-
mark. The creators of this exceptional building are
the architects MZ & Partners, together with the
consulting engineers Arup, whose previous work includes the
Sydney Opera House and Beijing Olympic Stadium. The head-
quarters are a work of concrete and steel with recycled glass
facades swathed in diagonal steel mesh. Fagerhult takes
great pride in having played its partin the development of
Abu Dhabi’s skyline. Fagerhult’s supporting role in the project
included lighting design, energy efficiency calculations and
delivering lighting that accentuated the building’s extraordi-
nary shape. Fagerhult’s tailored solution for the project
included luminaires from both Fagerhult and Whitecroft,
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ALDAR PROPERTIES IN ABU DHABI, UNITED ARAB EMIRATES

UNIQUE, BEAUTIFULLY-LIT OFFICES

including the installation of 9,000 of Fagerhult’s recessed
Indigo, specially-adapted to naturally blend in with the 110-
metre high building, and 1,000 of Whitecroft’s LED-downlight
Concert. Given the lighting solution presented and that the
luminaires were manufactured at the Group’s production
facilities in Sweden, the UK and China, the project can be con-
sidered a good example of the possibilities for combining dif-
ferent brands and leveraging the Group’s collective resources.
The lighting solution generates an elegant complement to
the architecture on each floor, while simultaneously ensuring
that the offices are attractive to view from a distance. The
lighting solution scores highly according to exacting LEED
standards (energy classification system for buildings) and
reduces the building’s energy consumption.
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INDOOR

DNB’S HEAD OFFICE IN BJORVIKA, CENTRAL OSLO, NORWAY

FUTURISTIC SPACES WITH A VIEW

NB is Norway’s biggest and one of the Nordic coun-

tries leading banks. Fagerhult lighting illuminates the

bank’s head offices, 85,000 square metres comprising

three futuristic workspaces, restaurants and meeting
areas, including two auditoriums. The new offices have been
built to meet today’s requirements for modern, flexible work-
spaces for the bank’s 4,200 employees. Fagerhult’s Avion lumi-
naire provides excellent direct and indirect light over the desks,
with an elegant flow of light in pure white. This comprehensive
lighting project was also tailored to make use of several other
luminaires from Fagerhult, each adding its own effect to the
overall lighting concept.
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INDOOR

NEW UNITED NATIONS BUILDING \
IN COPENHAGEN, DENMARK \

SPECTACULAR GREEN
UNCENTRE \

ALANEDNB L

nJuly 2013, the Secretary-General of the United Nations
Ban Ki-Moon and Queen Margrethe of Denmark officially
opened this star-shaped UN building, located on its own
smallisland at Marmormolen (Marble Pier) in the Nord-

E I"i E 8 ' = havn harbour area of Copenhagen. The building is already
7 = . oA - considered iconic and has won awards for its green profile.
w mhlal | ]~ Atotal of 45,000 square metres of workspace for 1,200
- s Lo ¥4 employees makes this building the 6th largest UN centre in the
'-I:w rl'- 1 WIN s . T | i world, and the star-shaped building now houses all of the Dan-
gl : e ey ish functions of the UN. The building’s eight “arms” are home
E-i\l li“' l e TR ' tothevarious organisations of the UN and meet at the centre,
' i ; | } symbolising openness at all levels in a unified organisation.
- Iﬁl ¥ : [EE=— i The building was constructed with a high green profile and

a plan to reduce energy consumption and lower carbon diox-
ide emissions. As a result, the building received the prestigious
EU Green Building Award for New Buildings in 2012. The UN
City, asitis known, is classified as Energy Class 1, meaning that
it should consume less than 50 kWh per square metre per
year.Rainwater is used to flush the toilets, all material is locally
produced, harbour water cools the building and heat is gener-
ated from solar panels located on the roof. The centre has also
been classified in the highest category possible according to
LEED standards —the international energy classification sys-
tem for buildings. The sustainable lighting solution delivered
forthe building was provided by Fagerhult, employing lumi-
naires including the recessed and pendant version of the lin-
ear Notor, a tailored version of Ray and the round, opal shaped
Pozzo. For functional lighting, numerous solutions were uti-
lised, both from Fagerhult and our partner, Simes.
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SPOTLIGHT ON SCHOOLS

PROPER LIGHTING
HELPS STUDENTS
GRADE

- The impact of light on humans’ well-h éigag is) V\‘%lll_ nown. But what does ™
* the relationship of light to well-being look like when it comes to getting us

to actually perform better? What happens, for example, in a classroom
where the lighting is adapted with the specific aim of stimulating learn-

ing? Fagerhult lit up a number of classrooms in order to shed some light on
these questions, generating surprising results that inspire new thinking.
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hen the “third receptor” on the
retina was discovered a little
more than a decade ago, the

direct relationship between well-being and
access to light was proven, once and for all'.
The receptor is in direct contact with the
part of brain governing our circadian
rhythm, as well as our biological clock, with
the excretion of the sleep hormone mela-
tonin and the stress hormone cortisol, which
give us energy. Previously centred around
the visual effects of light, that is, the impor-
tance of sufficient light for the ability to read
and work, research has now broadened to
look more closely at two further dimensions:
the emotional dimension relating to how we
experience space and light, and the biologi-
cal dimension regarding the way light con-
trols our state of alertness.

Natural light as amodel

for ambient light

The light we find in nature in the sky and on
the horizon comprises our primary refer-
ence of a good light source as it provides the
eye’s retina with the greatest possibility of
achieving a high level of light intake.
Nature’s light is, thus, an important source
of inspiration in finding an optimal combi-
nation of direct and indirect man-made
light. In other words, producing a type of
light that not only provides direct lighting
within a work area, but also creates ambient
light as reflections of indirect light from
walls and ceilings generate a feeling of natu-
ral light.

Studies showing that ambient light gives
us energy and that it makes us feel and per-
form better, raise the question of what posi-
tive effects this type of light could have in an
educational environment. We already know
that proper lighting conditions in the class-
room are one of the most important aspects
in developing a creative, educational envi-
ronment. But the question is how significant
classroom lighting actually is. In order to
investigate this question further, Fagerhult,
together with Lund University and Univer-
sity College London, undertook a yearlong
field study (2008-2009) in a junior school in
London.

Studies confirm the positive
stimulation effect of proper lighting

The purpose of the field study was to investi-
gatehow a classroom with more ambient light
impacts the students’ general well-being and
learning capacity. The experimental class-

room was illuminated with ambient light of
approximately 300 Ix on the ceiling and wall
surfaces, and one fixture of about 500 Ix on
the desk. In order to optimise energy con-
sumption, the lighting was also equipped
with an absence and daylight control system.
The students’ performance, degree of alert-
ness and well-being were studied continually
throughout the year with the help of inter-
views and cortisol measurements. The results
where subsequently compared with the
results of students who spent the year in a
classroom with standard lighting.

The outcome was remarkable. Largely
without exception, the students in the exper-
imental classroom felt better and worked
better. The adapted ambient light also con-
tributed to decreased levels of melatonin,
which made many of the students more
energetic even during the darkest periods of
theyear. Atthe end of the school year, it was
clear that the majority of the students in the
experimental classroom had improved their
results in math, reading and writing during
the year.

Bargain with big energy

savings from LED

Inspired by these results, Fagerhult later
(2012) investigated how LED light, in the
same manner, can stimulate learning and
general well-being. Further cooperation
with Lund University was initiated, this
time focusing on a high school in Helsing-
borg. The half-year-long study had an addi-
tional purpose: to investigate how LED
lighting in the experimental classroom, also
at the same effect as T5 lighting tubes, could
provide both better light and lower energy
consumption.

This time, as before, the outcome was
unanimously positive. The students in the
LED classroom gave witness of the experi-
ence of becoming increasingly awake until
lunchtime, after which time they had good
levels of alertness throughout the remainder
of the school day. The students in the other
classrooms, however, experienced decreased
levels of activity and energy as the day went
on. These experiences were confirmed by
measurements of the students’ cortisol levels.

In the LED classroom, another positive,
not entirely insignificant, effect could be
seen: lower energy consumption compared
with the other classrooms, at a difference of
13 percent.

1) 2002 by David Berson, Brown University, Providence, RI; USA

WHAT IS AMBIENT LIGHT?

Natural light is our point of reference for
atype of light that makes us feel good.
When we're outdoors, light is reflected
from all directions, from the horizon and
up towards the sky, and is distributed
over a very large surface, which helps
the eye’s retina ability to utilise the light.
The qualities of natural light also serve
as the starting point for Fagerhult in the
development of new lighting solutions
and the important ambient light —that
is, the development of the optimal illu-
mination of walls and ceilings.

COUNT ON AMBIENT LIGHT

The vertical average illuminance of the
fourwalls

+

The horizontal average illuminance
of the ceiling and on the work surfaces
(reference surface)

/6

The illuminance of the
ambient light in one room

DID YOU KNOW?

Studies show that the most positive
effects ona person’s level of alertness,
well-being and performance are
achieved at 100cd/m? on the walls, with
a horizontal illuminance of 500 lux on
the desk. The value of 100 cd/m? seems
to be the optimal level for the vertical
environment’s light — consider, then,
thatthe normal level of lightin an aver-
age office is often three to four times
lower.
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RETAIL

RE [AIL

Increasingly, retail lighting is being developed to create attractive
environments profiling the brand while stimulating the consumers’
purchasing behaviour. Retail grew by ten percent during the year and
is Fagerhult’s second largest product segment. It comprises approxi-
mately one third of net sales —and has the potential to grow in pace
with the chain stores’ expansion.

PRODUCTS, SOLUTIONS
AND BRANDS

Various solutions are offered for spe-
cificretail concepts and for national and
international chain stores. The solu-
tions offered under Fagerhult’s own
brand are aimed, primarily, at larger
chain stores with strong brands within
fashion and food retailing. LTS, which is
a major actor in the German market, is
more focused on showrooms and the
store concept, but at a smaller scale.

MARKETS, SALES AND CLIENTS

Products and solutions for retail light-
ing are offered in the majority of the
markets in which Fagerhultis active,
buttovarying degrees. LTS and
Fagerhult generate the majority of
Retail’s sales, which means that Retail
has a strong presence in LTS’s home
market, Germany. Fagerhult has a
strong position within Retail in the
Nordic market, as well as a good geo-
graphicreach outside its home market,
primarily in Russia, the UK, France and
Holland. The international expansion
within Retail also goes hand in hand
with the Fagerhult Group’s major global
clients. Other companies offering solu-
tions within Retail to a lesser extent are
Whitecroft in the UK and the newly
acquired company Arlight in Turkey.

Fagerhult’s business in retail lighting
has developed through the years. Origi-
nally selling solutions to individual and
largely local shops, sales are today pri-
marily aimed at those responsible for
concepts at major international fashion
chains like Nike. Fagerhult often sup-
plies proposals for how lighting can
best be integrated into retail interior
concepts. There is also price pressure in
the retail lighting market, which is pri-
marily based on a number of spotlights
lighting up shelves.

Fagerhult’s sales take place directly
tothe client, while the German LTS dif-
fers from other companies in the Group
and primarily sells indirectly via whole-
salers.

Retail’s sales increased by ten
percent during the year, primarily in
Germany, the UK and France.

DEPENDENCY ON THE GENERAL
ECONOMIC CLIMATE

The retail industry can be found at the
earlier end of the economic cycle, which
means that Retail is normally the first
product segment to react to a recovery.

RETAIL'S SHARE OF THE GROUP’S

TOTAL NET SALES

29%

RETAIL'S NET SALES SPECIFIED
PER BUSINESS AREA

R

@ Northern Europe, 21 %
® UK, Ireland and the
Middle East, 8 %
Rest of Europe, 70 %
Asiaand Australia, 1%
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RETAIL

The rapid development within digital technology
necessitates that retailers take a multi-channel
approach where the physical store continues to
play an important role.
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RETAIL

NIKE
Visual lighting experience
in stores all over Europe

uring a number of years, Fagerhult has been the

lighting partner of Nike. In 2013, Fagerhult delivered

solutions to more than 40 Nike stores and, during

recent years, to a total of more than 100 stores
throughout Europe. Nike has a number of different store
concepts requiring different lighting solutions.

One of the concepts which Fagerhult delivered is based on
the customer feeling that they are standing in a school gym in
the 1960’s. The light concept for the stores is based on con-
trasts, shadows and accent lighting aimed at providing an
interesting visual experience and creating a commercial shop-
ping environment. Nike has a requirement that the lighting
solution must decrease energy consumption and, thereby,
decrease operating costs. Consequently, Fagerhult’s concept
is based on a stringent design using energy efficient and well
thought through lighting and, at the same time, providing an
interesting visual experience. When cylinder shaped spot-
lights were chosen, Fagerhult’s fixture, Marathon, was the
perfect choice, together with Pleiad Power. Above the cash
registers, sensational, pistachio green pendant fixtures were
installed, which are well suited to the store atmosphere.

ASTON MARTIN IN FILDERSTADT, GERMANY /

SHOWROOM LIGHTING THAT
MAKES THE DIFFERENCE

In 2013, Fagerhult’s German subsidiary LTS installed a lighting solution for a showroom for

the auto company Aston Martin. LTS helped the dealership with a lighting design meant to /
stimulate the customers’ purchasing behaviour in the best way possible. In the actual show-

room, the product SCEKLA, along with DALI as light control, was used to enhance the cars ///—
and brand. The luminaire Edel + Stahl was used to achieve the best possible lighting for the ____--"""'"-_-.-

office environment.
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VOLT

CONTRASTS INSPIRE FASHION-CONSCIOUS MEN

he Norwegian brand Volt targets young, fashion-con-

scious men. Casual as well as party clothes and shoes

are offered to these customers, and it is important for

Volt that the retail space is inspiring at the same time
that it stimulates purchases. Volt has a retail presence in Nor-
way and Sweden, and is part of the Norwegian Varner Group.
Throughout the year, Fagerhult has delivered lighting solu-
tions to over 20 stores and plans are in place to deliver many
more in the coming years. More information about the Varner
Group is available on page 35.

The lighting concept developed for Volt's stores is dark
and, at the same time, luxurious with sharp contrasts. The
stores are made up of two parts, Library and Magasin. In the
Library section, customers can find jeans and casual clothes.

RETAIL

This part of the store should bring to mind a venerable English
library, with old-fashioned design elements that convey a
sense of quality and British gentlemen’s fashion. As a result,
Library’s lighting concept is all about pendant and decorative
lighting. Genuine materials —crystal chandeliers, banker’s
lamps in brass and green glass —frame the retail space and
help create a genuine store environment.

In Magasin, the other part of the store, customers find the
more formal selection, such as suits. The Magasin section
should inspire a more modern and trendy atmosphere, which
is why the lighting is more restrained in its design.

The solutions for both Library and Magasin are dynamic
and LED is used in Volt’s most profiled stores.

FAGERHULT ANNUAL REPORT 2013
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RETAIL

TORETCTONCEPTS THAT
ANCE THE BRAND
b ol

ah}

Al R il -~ & |
Clothes are exp?essions of ouridentity, and selling clothes is becoming more
and more about building a brand and selling experiences. Theréare few tools
as effective as light when it comes to creating the right mood and atmos-
phere in a shopping environment. By constantly improving the store concept
— everything from smaller adjustments to entirely new concepts - the brand,
too, is perceived as interesting, flexible and modernised. That is exactly what
Cubus wanted to achieve with its store in Sandvika outside Oslo.
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( jlothing retailer Cubus wanted to

strengthen the already clearly estab-

lished identity of its store in Sand-
vika outside Oslo. With the motto “More is
more” as its starting point, Fagerhult Light
Agency, together with Fagerhult’s On
Demand Design team, took on the task of
allowing creativity and light to flow in a
manner that would enhance the shop’s
overall atmosphere and contribute to lower
energy consumption. On the basis of LED
technology, Fagerhult produced a change-
able and creative lighting solution that was
in perfect harmony with the contents of the
store’s respective sections. Customers visit-
ing the underwear department, for exam-

ple, are welcomed by an elegant framework

of white chandeliers, combined with dis-
crete spotlights recessed into the ceiling.
Meanwhile, the Telescope Aqua, a lumi-
naire with a body of opal acrylic cups and
matte white plastic ends, exudes a pattern
of playful light over the children’s clothes.
This solution is repeated in and around the
colourful fitting rooms, where Telescope
Aqua is paired with lamps from the NUD
Collection, in order to create the proper
atmosphere for customers trying on
clothes. All of this is controlled by the smart
control system DALI to achieve the highest
level of energy effectiveness.

THE BRAND THEATRE EXPERIENCE — A CREATIVE JOURNEY

We offer our clients guidance and advice
regarding the ways in which different light-
ing solutions can complement and enhance
their brand’s personality. Through the cam-
paign “The Brand Theatre Experience,” we,
along with the client, describe our creative
journey towards defining the most suitable
lighting concept in areal and visual manner.
The starting pointis a comprehensive under-
standing of the brand and the “story” associ-
ated with it, which instils a great sense of
creativity among our light designers and can
resultin a genuine brand experience, where
thelighting sets the scene. Nolessimportant
isthe understanding of the target group - the
store’s customers, their preferences and what
controls their purchasing behaviour. We also
closely monitor trends within store concepts
and include these insights in the conceptual
work process. The client’s various wishes and
demands, concerning such topics as energy
efficiency, are also important inputs. The
creative process is subsequently initiated
with discussions resulting in a flow of ideas.
“Mood boards” and sketches identify and
capture the feeling that the lighting concept
should create and serve as a framework for

ideas and inspiration. When a concept has
been chosen, a solution consisting of suitable
products, light sources and colouring is pre-
sented to the client. We also offer a Life Cycle
Cost analysis to help compare the newinstal-
lation with the old, in order to provide the
client with a framework for assessing the
payback time of the investment, mainte-
nance costs and energy consumption.

The Fagerhult Light Agency is the team
working with conceptual lighting design at
Fagerhult Retail. It is our group of experts
who, with creativity and innovation, create
new intelligent lighting concepts comple-
menting or adding emotion to a brand and
store concept. The Fagerhult On Demand
Design (O.D.D.) team gathers extensive
knowledge of the latest technology and con-
struction techniques in order to provide
clients with tailored solutions. The team is
made up of employees with a variety of
expertise from different parts of the
Fagerhult Group, such as China, Belgium,
and Sweden, who work closely with the cli-
ent to develop product solutions for specific
shop concepts or special fittings.

BRIEF COMMENTS ON
VARNER GROUP AND CUBUS

The Varner Group is a Norwegian fash-
ion group based in Billingstad, near Oslo.
The Varner group consists of 12 different
store concepts, including Cubus, Bik Bok,
Dressman, Carlings and Volt. Varner
Group has approximately 1,200 shops in
the Nordic and Baltic countries, in Ger-
many and in Poland. Varner Group
builds, or rebuilds, 140 shops per year.
Fagerhult Retail is responsible for the
lighting design of a number of these
projects.

NEW TRENDS IN RETAIL
ENVIRONMENTS...

i Flexible and dynamic environments

-fewer generic shops

Frequently changing clothing collections
or moving around products within the
store enhances the sense of an updated
brand.

Selling experiences
-see and experiencefantasticthings

Retail space is increasingly being consid-
ered to comprise a stage on which the
brand and shop concept can reach stagger-
ing new heights, where the physical and
online environments can merge.

The pop-up trend
- quick andunrefined

i Temporary shops that open anywhere and
¢ inany which way. The owners want to cre-

ate a hype so that the customers notice and
talk about the experience and the brand.
Many such concepts are characterised by
raw and industrial aesthetics.

Pastoral and genuine
-longingfor amore down-to-earth life
style

¢ Ahigh-speed and globally connected envi-

ronment galvanises interest in small-scale
production and local origins - the return
and revitalisation of the urban and local
shop owners.
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OUTDOOR

OUTDOOR

It is ever more important for cities to direct their attention to, and empha-
sise the importance of, security and safety, while creating attractive
outdoor environments. At the same time, requirements placed on energy
efficiency and reduced environmental impact are expanding. Outdoor
lighting is currently the smallest product segment. In order to increase
sales, the brand Fagerhult is launching a number of new products in 2014.

PRODUCTS, SOLUTIONS
AND BRANDS

Fagerhult’s outdoor lighting solutions
include not only solutions in close vicin-
ity to buildings, such as facades, roofs,
parking places and public spaces, but
alsovarious solutions for city and park
lighting, including roads, bridges and
tunnels. Of the Group’s various brands,
itis primarily Fagerhult and Ateljé Lyk-
tan that offer fittings and solutions for
outdoor use. The solutions offered by
the more niched brand, Designplan, are
suitable for more robust environments,
asthey are made to resist weather dam-
age and vandalism, and include outdoor
lighting. Fagerhult also offers a variety
of outdoor products from third parties.
In 2014, the Fagerhult brand is making a
more aggressive effort within Outdoor
by launching a new product line pro-
duced in close partnership with archi-
tects. For more information, please
refer to page 39.

MARKETS, SALES AND CLIENTS

Products and solutions for outdoor use
are offered on each of Fagerhult’s geo-
graphical markets. Sales activity has, so
far, been focused on the Nordic markets.
The sales model for Outdoor is simi-
lartothat of Indoor, as it is more com-
plex and involves several parties. The

activities target municipalities owning
parks and streets, as well as large cli-
ents, or private owners of public space
surrounding buildings. The specifier
stage thatis, the consultants and vari-
ous entrepreneurs that municipalities
contract, have to be tended to simulta-
neously. Public procurements are also
an important channel, in which con-
tractors or energy companies have
specified the proper solutions and
products.

Outdoor’s sales decreased by seven
percent over the course of the year.

DEPENDENCY ON THE GENERAL
ECONOMIC CLIMATE

The product segment Outdoor is found
in between Indoor, which is more late-
cycle, and Retail, which most rapidly
follows the market’s recovery.

OUTDOOR’S SHARE OF THE GROUP’S

TOTAL NET SALES

%

OUTDOOR’S NET SALES SPECIFIED
PER BUSINESS AREA

@ Northern Europe, 95 %
Rest of Europe, 5 %
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OUTDOOR

KAPTENSBRON MALMO

LIGHTING THAT
CATCHES THE EYE

Malmo City decided to tear down the
old Kaptensbron (“Captain’s Bridge”),
which was over 50 years old and in
dire need of renovation, and to replace
it with a new bridge. Kaptensbron is
Malmé’s busiest pedestrian and
bicycle path. Approximately 10,000
bicyclists and pedestrians cross it each
day. The light fixture was developed
ina collaboration between Esbjorn
Jonsson and Berit Restad, Lokal XXX
Arkitekter AB—Johan Moritz, Malmo
City —Composite Design and Ateljé
Lyktan. Carbon fibre was used to
maintain the shape and to build the
6-metre high pole. Using LED was the
obvious choice not only in terms of
sustainability and maintenance
aspects, butalso in terms of design,
as the process of working with tiny
technical parts allows for a greater
freedom of creative expression.

u |,|' Illr

FAGERHULT ANNUAL REPORT 2013 37



OUTDOOR

TELENOR, BERGEN, NORWAY

A tailored
spotlight solution

Telenor is the largest telecoms service provider in
Norway, and one of the leading telecoms service pro-
viders in the Nordic region. When Telenor decided to
upgrade its offices in Bergen, the 10-year-old building
was revitalised with a new exterior lighting solution,
created through a collaboration between Designplan
and Fagerhult’s sales company in Norway. The build-
ing has prominent wood panelling, and the company
wanted a spotlight with a wide distribution angle,
while stressing the importance of installing fixtures
consistent with the style of the previous lighting.
Anew spotlight version, with a distribution angle of
36 degrees, was developed specifically for this project.
In total, 46 fixtures were delivered, requiring 20
metres of power line per fixture, as the pipes had to

be placed inside the wall. The client was very pleased
with the solution, and will continue to use Fagerhult as
its supplier of additional fixtures when they need to be
replaced. For Fagerhult, this is a good example of the
ways in which we harness expertise across our compa-
nies and brands to provide customised solutions.
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OUTDOOR

NEW PRODUCTS IN 2014

Flexible light for a vivid street

In 2014, Fagerhultis launching a new range of flexible street- Furthermore, the demand for safer city environments is con-
light fixtures designed to create safe and visually attractive stantly increasing. Lighting, by itself, cannot decrease crimi-
city and housing environments. These streetlights are all nality —but the presence of other people can. Thatis why it is

about people. We need lighting to be able to see what is going ~ soimportantto properly illuminate urban environments.
oninthe streetand to be able to act in case of emergency.

Lunova

Lunova is one of the Fagerhult brand’s newly developed LED
fixtures intended for parks, schoolyards, playgrounds and
other open areas where the lighting needs to provide a safe
and welcoming atmosphere with a high level of visual com-
fort. The product will become available during 2014.

Vialume

The fixture, Vialume 1, is the first product of a preduct

line that will be launched in 2014 and that has baen

developed based on the Nordic design tradition dihd an
organic design language. Its advanced LED techn@logy
can be further optimised with the help of lightingicon-
trols. Vialume 1 results in energy savings of up tg#0
percent and, at the same time, decreases maintefiance,
compared with traditional light sources. The pro@uct is
manufactured in Sweden and is the result of a close col-
laboration between Fagerhult and the consulting firm,
AF Lighting.

FAGERHULT ANNUAL REPORT 2013 39



nghts in parks and along pathways and bicycle lanes are often illumi-
nated in the evenings and at night, when there is no one around.
Advanced lighting controls sensitive to movement, location and time
make it possible to reduce the brightness and, thus, the energy consump-
tion, without sacrificing people’s sense of safety. New technology provides
society with new tools to adapt light to where and when it is needed.
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Stockholm conducted a study. The City

of Stockholm funded the technical
infrastructure needed, and the Swedish
Energy Agency partly financed the project
through Sust (Sustainable Innovation),
who also coordinated the project. Harita
Undurty Surya and Efi Stragali of the light
laboratory at the Royal Institute of Tech-
nology’s (KTH) conducted the study.
Fagerhult participated in the project, along
with the system supplier, Tritech, by devel-
oping LED fixtures and intelligent control
systems, while also contributing valuable
competence.

I n autumn 2012, Kungsholms strand in

Climate smart energy efficiency

The goal of the project was to trigger a more
rapid introduction of energy efficient light-
ing solutions, primarily for pathways and
bicycle lanes, through technological devel-
opment and demonstration. Light control is
toresultin substantial energy savings with-
out disregarding people’s sense of comfort.
Moreover, the fixtures’energy effectiveness
acts to reduce emissions of carbon dioxide,
nitrogen dioxide, sulphur dioxide and air-
borne particle pollutants. It also reduces the
light’s impact on plant and animal life, as
well as the level of light pollution, such as
sky-glow and undesirable scattered light.

Five light scenarios were evaluated

In total, 34 LED fixtures were adapted and
installed along a pathway and bicycle lane
along 750 metres of Kungsholms strand in
order to test and evaluate five different light
scenarios. One scenario studied different
strategies for controlling individual fixtures,
such as advanced motion sensors dimming
the light when there was no one walking by.
The system was decentralised and inte-
grated in each fixture’s machinery, meaning
that each fixture is autonomous, and, thus,
did not require major investments or
changes in infrastructure. The technical
evaluation was then, through surveys and
interviews, compared with how people
experience safety and visual quality.

4.0 percent energy savings

The evaluation showed that it is possible to
reduce energy consumption by 40 percent
without impacting people’s sense of com-
fort. The trick was to allow the first light
posts on the path to be fully lit at all times,
as before, but to allow occupancy detectors
to adjust the light posts further ahead. Asa
pedestrian approached these posts, the light
intensity would increase from the low level
of brightness (such as 50 percent) to being
fullylit. A fewlight posts behind and ahead
ofthe pedestrian would also be at full inten-
sity, so that the pedestrian would not notice
anything. A minute later, the light would
dim back down to alower level of intensity,
as the person on the path gradually leaves
that area behind. The study shows that this
method worked exceptionally.

The challenge ahead is to make it more
cost efficient to introduce the solution at full
scale. Doing so would provide Stockholm
and other municipalities with a foundation
and aset of strategies for introducing motion
controls in parks and streets. In the parks
and along the public pathways of Stockholm,
there are approximately 50,000 light
sources consuming approximately 14 mil-
lion kWh per year.

Fagerhult’s post luminaire,
Azur, was used for the project.
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EMPLOYEES

ENGAGED EMPLOYEES
ARE KEY TO OUR SUCCESS

Itis our employees’ expertise, commitment and drive to innovate that enable Fagerhult to
successfully meet a changing environment and achieve our desired position. In total, there
were about 2,200 employees in Fagerhult Group at the end of 2013.

reating a sense of participation, motivation, commit-
ment and job satisfaction among our employees is
not only fundamental to Fagerhult’s success. It is also
our responsibility as an employer.

As a knowledge-based Company, our employees' compe-
tencies and skills are of paramount importance to achieving
our business objectives, in both the short and the long term.
Critical success factors are to insure that our employees
understand what is expected from them, and to provide
them with the best opportunities to develop and grow in har-
mony with the business.

AN ATTRACTIVE EMPLOYER

The balancing act of operating a global Company, with
employees and customers working at a local level, requires a
lot of Fagerhult as an employer. By clearly protecting the local
perspective and the entrepreneurial drive and commitment,
we strive to be an employer that reflects the needs of each
market. At the same time, we find it important to highlight the
strength of a global organisation and the exciting develop-
ment opportunities that this gives our employees.

Whether it's about developing solutions for existing light-
ing systems or for the future, the work takes place at the fore-
front of technological development. We foster a work environ-
ment that is characterised by pride and a strong team spirit
through and through, along with a range of soft values that, in
many ways, are made possible by our non-hierarchical and
open organisation, with direct channels for contact and com-
munication. A clear growth agenda, with the stated ambition
of continuing to move from being a European market leader
toward becoming a global player to be reckoned with, is evi-
dence of a Fagerhult planning for an exciting future.

LEADERSHIP BASED ON SOLID CORE VALUES

Fagerhult’s corporate culture rests on solid ground and is
based on the core values of Customer Focus, Performance
Culture and Innovative Mindset. Relevant and easy to under-
stand, these values are well anchored throughout the organi-
sation. Moreover, there is an on-going effort to further
concretise what these terms mean, in order to reinforce their
importance in the employees' daily work.

Overtheyears, a great deal of effort has been made to

strengthen leadership and ensure that conditions are condu-
cive to making the right priorities. In 2014, we take the next
step inimplementing a Group-wide leadership framework by
developing internal leadership programs. We understand,
from experience, the value of combining the local entrepre-
neurial perspective with the benefits of large-scale opera-
tions. Using this model, we now intend to direct our attention
toward the various ways in which leadership can play a role in
bridging these two components of our strategy to improve
collaboration, and develop synergies, between our local and
global operations. One important aspect will be to see the
value of a greater exchange of knowledge between the fellow
subsidiaries. Another will be to systematise Talent Manage-
ment by improving such aspects as the ability to capture an
individual's skills and aspirations, and the awareness sur-
rounding development opportunities offered throughout our
international organisation. The goal is for each employee to
have a clear dialogue with his or her manager, in which they
can discuss and follow up on individual development.

AN EYE FOR TALENT

Making connections with future talent is the key to supplying
the organisation with competence. Participating in external
activities at selected colleges and universities provides us with
opportunities to create an interest in Fagerhult’s business and
to establish ourselves as an employer offering good opportu-
nities for an interesting future. Managing competence is also
about recognising talent among our existing employees. The
opportunity for employees to grow in their positions and
develop within Fagerhult s to be positive in every possible
manner, and our aim is to promote increased job rotation and
encourage employees to advance to new positions internally.

Generally, itis alsoimportant to accelerate networking
between our fellow subsidiaries. Our internal events Global
Innovation Forum and Global Purchasing Forum serve as
good examples of this effort, as they successfully bring
together employees from various fellow subsidiaries to dis-
cuss some of our most strategic challenges.

Fagerhult Lightning Academy is the knowledge centre that
collects our accumulated expertise and research. The Acad-
emy also plays animportant role in integrating employees
coming in through acquisitions, as it provides a forum for
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Marie Peterson is Customer
Relations Manager at Fagerhult
in Habo, Sweden. Employed
since 1981, she knows the Com-
pany history well. Today, she is
primarily responsible for cus-
tomer visits and tours of our
production facility.

learning, while also helping to map and identify new key and
core competencies.

DIVERSITY AND EQUALITY

Our belief is that we, with women and men of all ages and
with different backgrounds and experience, create a more
innovative workplace. It is self-evident to us that women and
men should have equal opportunities for development and
advancement, as well as equal pay for equal work. Gender dis-
tribution at the end of 2013 for the Group was male/female
67/33 percent.

RESPONSIBILITY IN FOCUS

Taking responsibility as a Company is central for us—without
compromise. A guideline to our approach to these issues is
compiled in a Code of Conduct which all employees are to

EMPLOYEES

adhere to. The Code of Conduct describes our position on mat-
ters such as working conditions, diversity and equal opportu-
nity, our perspective on our environmental responsibilities,
and the ways in which we relate to differences between coun-
tries with respect to laws, conventions, and other regulations
impacting our business. The Code of Conduct is also commu-
nicated to business partners, with the expectation that they,
too, will abide by it. In summary, these are issues that are
always topical, meaning that work with the Code must con-
tinue in order to ensure that each of the fellow subsidiaries
have these issues on their agendas. Moreover, a whistle-
blower function has been created to make it as easy as possi-
bletoalert usifthereareirregularities in our business, orin
the operations of any of our business partners. More infor-
mation about important employee issues can be found in
Fagerhult’s Sustainability Report for 2013.

PERCENTAGE OF EMPLOYEES
PER GEOGRAPHICAL MARKET

MEMBERS OF THE BOARD AND SENIOR
MANAGEMENT BY GENDER

EMPLOYEES
BY GENDER

® Sweden, 35%

® Other Nordic
countries, 7%
Europe, 45 %
Rest of the world, 13 %
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Managing competence within Fagerhult involves attracting new talent,
as well as creating opportunities for our existing employees. We aspire to
promote increased job rotation and encourage our employees to consider
new positions within the Group.

Carolyn Bromley, Anna Nordstedt and Peter Jang Lund —three employees who have chosen to broaden the scope of their competence through new
positions within the Group.
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Carolyn Bromley

IL.C.T. support and Test Engineer
at Eagle Lighting

Education: IT technician
Number of years at Fagerhult: 16

How did your journey begin?

It started back in 1997 at Whitecroft Light-
ing in England. Starting in Customer Ser-
vice, I stepped over to the IT side, and an
exciting project to implement a new IT sys-
tem, in 2002. Doing so gave me an under-
standing of the possibilities within IT, and
left me wanting more. Only a few years later,
I became IT manager. When my husband
and I decided to move to Australiain 2009,
there was a vacant IT manager position at
Eagle Lighting in Melbourne. I applied and
got the job!

A major source of support during my
career has been the opportunity to continu-
ally sharpen and broaden my skills through
a series of training courses, not only in IT,
but also in other areas.

What do you do to spread knowledge
between fellow subsidiaries?

Sharing knowledge and experience among
the various subsidiaries is natural to me.
With the help of video conferencing and
Skype, we can basically wipe out the dis-
tance between us. Having worked at two
subsidiaries, I can also add that, in my expe-
rience, we have come a long way in building
acommon culture, regardless of the compa-
nies' specialisation and geographiclocation.

Anna Nordstedt

Purchasing Manager
at Eagle Lighting

Education: Master of Science in
Ergonomic Design & Production
Number of years at Fagerhult: 6

How did you end up at Fagerhult?

I was doing my thesis when I accidentally
saw an advertisement for Fagerhult’s
trainee program. To top it all off, it was the
day before the deadline! But I applied and
was fortunate to be accepted to the pro-
gram.

Can you describe your journey within the
organisation?

The trainee program started in 2008, and I
immediately became involved in various
projects, including the implementation of
flow assembly in Habo. In addition, T had the
opportunity to spend six months at Eagle
Lighting in Australia, which is also my cur-
rent workplace. I really value my time as a
trainee, as it gave me a unique foundation to
build upon. Besides all of the different pro-
jects I was able to participate in, I obtained
an understanding of how the organisation
is structured, and I also established a large
network.

Afterthe trainee period, I started at Out-
door within Fagerhult, first in as Project
Support and later as Production Manager,
in charge of our third-party catalogue. In
2012, my Australian-born partner started
thinking about moving back home, and we
decided to try our wings in Melbourne.
I contacted Eagle Lighting, and it turned out
thattheyhad avacant Purchasing Manager
position, which I was offered.

Peter Janglund

Operations Manager
at Eagle Lighting

Education: Master of Science
in Mechanical Engineering
Number of years at Fagerhult: 10

How did you end up at Fagerhult?

Above all, I saw an opportunity to combine
my interest in technology and business. In
addition, Fagerhult’s rich history and mar-
ket leadership felt attractive and exciting.
When a vacancy in the Purchasing Depart-
mentin Habo appeared, I was quick to apply.

What has your journey been like?

In my firstyear, I worked with technical pro-
curementin Habo and one part of this work
was to develop a supplier base in China,
which gave me a good understanding of
managing purchases in the Asian market.
When Fagerhult decided to develop its own
operations in China, I had the opportunity
to follow along to build the procurement
function on-site. After four years as Sourc-
ing Director in China, I continued the jour-
ney south and have been working as Opera-
tions Manager at Eagle Lighting in
Melbourne, Australia, since 2009.

Whatis your view on the development
opportunities within the Group?
Fagerhult is a fantastic Group to work in
because the development opportunities are
so good. As new companies, often in com-
pletely new markets, are continually joined
to the Group, we operate in a truly interna-
tional environment. An innovative and
entrepreneurial spirit really permeates the
organisation and creates an environment
offering many interesting career paths.

How has your international experience
enriched you?

The opportunity to work in different coun-
tries and meet other cultures is extremely
enriching, both professionally and privately.
This type of experience undoubtedly pro-
vides a broader perspective on most things,
as well as important insights about simi-
larities and differencesin cultures. The abil-
ity to communicate with each other is, of
course, essential, not least in the common
effort to build a strong set of values that
unite us — no matter where in the world we
find ourselves.
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THE FAGERHULT SHARE

THE FAGERHULT SHARE

Fagerhult’s share was listed in May 1997 and is traded on the Mid Cap list of the NASDAQ OMX,
Stockholm. Market capitalisation at year-end amounted to approximately SEK 2.8 billion.

SALES AND TRADING

The Company’s stock symbol is FAG and
its ISIN code is SE0000379844. One lot
corresponds to one share. In 2013, the
share’s total trading volume on NAS-
DAQ OMX in Stockholm was 0.7 million
shares, at a combined value of SEK

129 million, representing approxi-
mately 100 percent of the share's total
sales. Average number of shares traded
pertrading day was about 2,743, repre-
senting a value of SEK 517,000. An aver-
age of approximately 8 trades were
made per day.

LIQUIDITY WARRANTY AGREEMENT

In 2012, an agreement was signed with
Carnegie in order to, within the frame-
work of the Stockholm Stock Exchange’s
system for liquidity warranties,
increase sales of Fagerhult’s share.

SHARE DEVELOPMENT

The closing price of the Fagerhult share
on December 31,2013 was SEK 224.50
per share, representing a market capi-
talisation of approximately SEK 2.8 bil-
lion. The price of the Fagerhult share
increased by 35 percent in 2013. During
the same period, the NASDAQ OMX

Stockholm Plincreased by 20 percent.
The highest closing price was noted on
27 December at SEK 227 and the lowest
on 13 June at SEK165. The average
share price for the year was SEK 186.

Total return on the Fagerhult share,
i.e. price developmentincluding the
reinvestment of dividends of SEK 6.50,
was 41 percent.

EQUITY

Atthe end of the year, Fagerhult’s share
capital amounted to SEK 65.5 million
(SEK 65.5m), divided into 12,850,000
shares with a nominal value of SEK 5.10
per share. All shares have equal voting
rights and an equal share of the Compa-
ny's earnings and capital.

Atthe Annual General Meeting on
18 April 2013, it was resolved that the
Company is to receive the opportunity
to purchase its own shares. This option
has not been exercised in 2013. The
number of treasury shares amounted to
238,000 and the number of shares out-
standing to 12,612,000. The number of
treasury shares as a percentage of total
shares amounted to 1.9 percent. The
Board of Directors proposes to the
Annual General Meeting that the

THE FAGERHULT SHARE’S FIVE-YEAR DEVELOPMENT
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Board’s right to purchase own shares
extend until the next General Meeting.

OWNERSHIP STRUCTURE

Atthe end of the year, Fagerhult had
3,292 (3,326) shareholders. The largest
single shareholder was Investment AB
Latour and SAKI AB, in which the Doug-
las family are the main shareholders,
with combined holdings of 49.0 (49.0)
percent of capital and votes in the Com-
pany, based on the number of shares
outstanding. The eight largest share-
holders accounted for 80.4 (79.4) per-
cent of the capital and voting rights of
the shares outstanding. Foreign share-
holders” holding amounted to 12.7
(13.0) percent.

DIVIDENDS

Fagerhult intends to distribute 3050
percent of consolidated netincome. At
this dividend level, the Board is consid-
ered to have cash flows satisfactory
enough to finance expected future
investments. The Board proposes a divi-
dend of SEK 7.25 (6.50) per share, repre-
senting ayield on the share price on

31 December 2013 of 3.2 (3.9) percent.

OWNERSHIP DISTRIBUTION
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THE FAGERHULT SHARE
______________________________________________________________________________________________________________]

OWNERSHIP STRUCTURE (AS OF 31 DEC 2013)

Shareholder No. of shares Share capital and voting rights. %
Investment AB Latour 3,976,800 30.9
SAKIAB 2,200,000 171
The Svensson family, foundation and company 945,525 7.4
Lannebo Fund 883,162 6.9
SSB CLOmnibus AC 870,325 6.8
Robur Small business fund 518,659 4.0
SEB Asset Management 375,000 29
Fourth Swedish National Pension fund 369,981 2.9
The Palmstierna family 285,770 2.2
NTC Fidelity Funds 193,887 1.5
SEB Funds 183,325 1.4
Stiftelsen Stockholms Sjukhem 150,000 1.2
Other owners with 10,001 —-100,000 shares (36 owners) 694,692 5.4
Other owners with 1,001 —10,000 shares (163 owners) 397168 31
Other owners with up to 1,000 shares (3,081 owners) 567,706 4.4
AB Fagerhult, re-purchased shares 238,000 1.9
Number of shares at year-end 12,850,000 100.00

SHARE TURNOVER

Year 2009 2010 2011 2012 2013
Volume of shares traded, millions 37 2.4 1.7 0.8 0.7
Value of traded shares, MSEK 451 325 297 150 129
Average volume of shares traded/trading day 14,558 9,294 7,150 3,366 2,743
Average value per trading day 1,798 1,284 1,231 601 517
Turnover rate, % 28 19 14 7 5
Highest price paid during the year, SEK 135.50 161.00 193.00 219.50 227.00
Lowest price paid during the year, SEK 99.50 106.50 130.00 155.00 165.00?

1) Paid 27 Dec 2013
2) Paid 13June 2013

DATA PER SHARE

Year 2009 2010 2011 2012 2013
Earnings per share before dilution, SEK 5.87 7.49 16.43 12.61 14.48
Dividend per share, SEK 3.00 3.50 6.50 6.50 7.25"
Share price 31 Dec, SEK 127 161 160 166 225
Dividend yield, % 2.4 2.2 41 3.9 3.2
Equity per share, before dilution, SEK 56.88 57.25 68.52 73.57 81.65
Cash flow per share, before dilution, SEK 17.06 8.59 20.00 18.82 17.53

1) Proposed dividend
2) Cash flow from operating activities
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FIVE-YEAR OVERVIEW

Five-year overview

Profit/loss items (MSEK) 2009 2010 2011 2012 2013
Net sales 2,436 2,506 3,023 3,085 3,095
(of which outside Sweden) (1,735) (1,805) (2,294) (2,302) (2,369)
Costs of goods sold 1,672 1,737 -2,013 -2,108 —2,087
Grosa profit e e
Selling expenses —498 —475 -534 -580 =560
Administrative expenses =172 -155 -184 -178 -184
Other operatingincome 10 14 26 32 14
Opersting profi e e
Financial income 16 17 10 4 2
Financial expenses =15 =35 —42 -41 -33
Profit after net financial income/expenses 105 135 286 214 247

Balance Sheet items (MSEK)

Intangible assets 475 928 1,008 975 1,048
Tangible fixed assets 320 350 344 339 333
Financial fixed assets 19 21 28 23 23
Inventories, etc. 302 436 453 445 525
Accounts receivable 363 448 540 495 577
Other current assets 40 79 105 89 66
Cash and cash equivalents 197 208 306 257 249
Total assets 1,716 2,470 2,784 2,623 2,821
Equity 717 722 864 928 1,030
Pension liabilities 42 42 83 60 62
Deferred income tax liabilities 55 63 64 60 64
Other non-current interest-bearing liabilities 459 1,006 1,169 953 1,013
Other non-current non-interest-bearing liabilities 9 - - - =
Non-current interest-bearing liabilities 2 115 29 117 59
Non-current non-interest-bearing liabilities 432 522 575 505 594
Total equity and liabilities 1,716 2,470 2,784 2,623 2,821

Key ratios and data per share

Sales growth, % 121 2.8 20.6 21 0.3
Growth in operating profit, % -61.7 46.7 107.7 —20.8 10.3
Growth in profit after net financial income/expenses, % -59.7 286 112.8 -253 15.5
Operating margin, % 43 6.1 10.5 8.2 9.0
Profit margin, % 4.3 5.4 9.5 6.9 8.0
Liquid ratio, % 45 33 51 41 38
Net debt/equity ratio, % 43 132 113 94 86
Equity/assets ratio, % 42 29 31 35 37
Capital employed, MSEK 1,220 1,885 2,145 2,058 2,163
Return on capital employed, % 9.8 11.0 16.3 12.2 133
Return on equity, % 10.4 131 26.3 17.8 18.7
Net debt, MSEK 305 955 975 874 885
Net investments in fixed assets, MSEK 90 83 66 92 65
Depreciation of fixed assets, MSEK 75 84 89 85 88
Number of employees 1,881 1,926 2,228 2192 2,204
Shareholders’ equity per share, SEK 56.88 57.25 68.52 73.57 81.65
Earnings per share, SEK 5.87 7.49 16.52 12.61 14.48
Dividend per share, SEK 3.00 3.50 6.50 6.50 7.25
Cash flow per share, SEK 17.06 8.59 20.00 18.82 17.53?
Number of outstanding shares, thousands 12,612 12,612 12,612 12,612 12,612
Average number of outstanding shares, thousands 12,612 12,612 12,612 12,612 12,612

1) Proposed dividend.
2) Cash flow from operating activities.

In 2012, the accounting principles were changed following an amendment to IAS 19. The figures for the comparative years 2009-2010 in the table above have not been adjusted.
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ADMINISTRATION REPORT

Administration Report

The Board of Directors and CEO of AB Fagerhult (publ), Corporate
Identity Number 556110-6203, hereby present the Annual Report for
the Group and the Parent Company for the year 2013.

OPERATIONS

The Fagerhult Group is Scandinavia’s largest, and one of Europe’s
leading, lighting groups. We develop, manufacture, and market pro-
fessional lighting systems for public environments with a focus on
design, function, flexibility and energy-efficient solutions. The Group
has sales companies in 20 countries and manufacturing facilities in
Europe, China and Australia.

Fagerhult’s shares are listed on the NASDAQ OMX, Nordic
Exchange, Mid Cap list in Stockholm.

CHANGES IN THE GROUP

During 2013, the Group acquired a total of 100% of the shares of
I-Valo Oy, with its registered offices in littala, Finland. The company
has been consolidated in the Group as of the third quarter of 2013.
I-Valo manufactures luminaires and lighting systems mainly for
industrial applications and harsh environments. In December 2013,
an agreement was signed to acquire 100% of the shares in Arlight,
Turkey. The acquisition was completed in early 2014. The acquisition
of Arlight provides the Group with access to the dynamic Turkish mar-
ket, as well as several interesting growth opportunities in the region.
This acquisition also gives us access to a low cost manufacturing
facility located near our large existing markets.

SALES AND INCOME

Afteradownturninthe marketduring the first half of 2013, the sec
ond half year was characterised by stable demand, followed by a
gradual improvement. Thisimprovement during the last six months
of 2013 applied to all market segments, and we believe that our mar-
ket share has improved during the year.

The Group’s orders received amounted to MSEK 3,241.4 (3121.7).
Adjusted for currency effects and the acquisition of I-Valo, orders
received increased by 5 % compared with the previous year. Net sales
totalled MSEK 3,095.2 (3,085.1), which is an increase of 2 %, adjusted
for currency effects and acquisitions.

Sales on the Swedish market comprised 23 (25) % of total sales.
The Group’s largest market for the year was the UK, which accounted
for 24 (24) % of total sales.

Operating profitincreased by MSEK 26.0 compared with the pre-
vious year, to MSEK 277.5 (251.5), in spite of lower sales figures and
currency effects which negatively impacted profit by MSEK 20. A
number of measures have been implemented during the year with

theaim ofimproving the gross margin and decreasing fixed expenses,
something which has had a positive effect on profit.

Retail Light grew by 10% during the year. Sales within Indoor Light-
ing decreased by 5% and within Outdoor Lighting sales declined by
7%. (All percentages have been adjusted for currency effects and
acquisitions).

BUSINESS AREAS

Fagerhult has chosen to divide its operations into four business areas
based on geographical regions, as well as one business area cover-
ing other activities: Northern Europe; UK, Ireland and the Middle
East; Other Europe; Asia and Australia; Other

In accordance with IFRS 8, the external reporting has been adapted
sothat segmentreporting reflects the Group’s operative leadership
structure. The reporting procedure also includes disclosures regard-
ing the development of the previous business areas: Indoor Lighting,
Retail Lighting, and Outdoor Lighting.

NORTHERN EUROPE

This business area is comprised of the Group’s units and companies
inthe Nordic countries, the Baltic countries and Russia. This area also
includes the factory in China, which engages in manufacturing and
purchasing. In Sweden and Finland, operations are comprised of
development work, manufacturing and sales, while operations in
other markets, with the exception of China, comprise only of sales.

Net sales for 2013 amounted to MSEK 1,716 (1,686) which, after
adjustments for currency effects and acquired operations, implies
net sales are unchanged compared with 2012. The operating mar-
ginwas 7.1 (5.9) %. The higher operating margin was a result of meas-
ures taken to cut costs and improve gross margins. Higher capacity
utilisation in the Group’s production facilities also contributed to the
improved result. Currency effects of MSEK 15 negatively impacted
profitinthe Northern Europe segment during 2013.

UK, IRELAND AND THE MIDDLE EAST

This business area comprises our companiesin England and Ireland,
as well as our operations in the Middle East. The dominant unit is
Whitecroft Lighting, which engages in the development, manufac
ture and sale of lighting systems. The business area also includes the
company Designplan Lighting Ltd, which was acquired during 2011.
Other units engage in sales activities.

Net sales for 2013 amounted to MSEK 848, compared with MSEK
832 inthe previous year, and the operating margin amounted to 11.2
(9.3) %. Adjusted for acquired operations and currency effects, sales
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increased by 7%. Growth was positive in,among other markets, the
Middle East, and as regards the Fagerhult brand in the UK.

OTHER EUROPE

This business area includes operations in Germany, the Netherlands,
France, Spain and Poland. The dominant unit in the segment is the
German company LTS Licht & Leuchten, which engages in the devel-
opment, manufacture and sale of lighting systems.

Netsales for 2013 amounted to MSEK 737 (651) and the operating
margin was 10.09 (9.4) %. Adjusted for currency effects, sales increased
by 14%, which also contributed to the increased operating margin.

ASIA AND AUSTRALIA

This business area is mainly comprised of operations in Australia,
where, in addition to sales, manufacturing is also undertaken. The
business area also includes a sales company in New Zeeland.

Netsales for 2013 amounted to MSEK 168 (228), which, adjusted
for currency effects, comprised a decrease of 19% compared with
2012.The market was very weak during the first part of the year, but
recovered during the latter part. The operating margin was 8.8
(12.0) %. The earnings trend is a result of low volumes in the first part
of the year which was offset by reduced expenses.

FINANCIAL POSITION

The Group’s equity/assets ratio at year-end was 37 (35) %. Cash and
bank balances atthe end of the period amounted to MSEK 249 (257)
andthe Group’s equity totalled MSEK 1,030 (928). Net debt amounted
to MSEK 885 (874). During the period, a dividend of MSEK 82 was paid
and an acquisition of MSEK 84 was undertaken.

In recent years, the exposure of the Group’s net assets outside
Sweden has increased and, from previously referring only to sales
companies, it now also refers to the entities with production facili-
ties. In 2013, however, the impact of the translation of net foreign
assets at the closing rate was limited and increased equity by MSEK
0.6 (decreased 26.2).

Cash flow from operating activities for the period January—Decem-
berwas MSEK 221 (237). The lower cash flow was a result of an increase
inworking capital at the end of the year due to increased sales.

Pledged assets and contingent liabilities amounted to MSEK 7.1
(6.9) and MSEK 1.7 (3.6), respectively, at year-end.

EMPLOYEES

During 2013, the average number of employees increased by 12 to
2,204 (2,192). Adjusted for acquired entities, the average number of
employees decreased by 40, corresponding to 2 %. The number of
employees in the Group’s foreign companies amounted to 1,423
(1,380), which corresponds to 65 (63) % of the total number of

EQUITY/ASSETS RATIO, %

EARNINGS PER SHARE, SEK

employees. The proportion of women amounted to 33 (34) %. In order
to strengthenthe Group’s knowledge capital, the Company has con-
tinued to focus on establishing goals related to the development of
both the individual and the organisation.

In order to reduce absence due to illness, the Company’s health
care has focused on preventative measures and healthy living. For
information on salaries and remuneration, refer to Note 2.

GUIDELINES FOR REMUNERATION TO
SENIOR MANAGEMENT

Remunerationtothe CEO and other members of senior management
consists of basic salary, variable remuneration, company car bene-
fits and pension benefits. Annual variable remuneration is based on
achieved goals and is maximised at 30—50 % of the basic salary. These
guidelines are also proposed for future years.

In2012,a long-termincentive scheme was introduced, in the form
of a performance-based share savings plan for senior management
in effect during the period 2012-2015. A second plan was approved
bythe Annual General Meetingin 2013 and runs between 2013-2016.

The Board also proposes that the Annual General Meeting
resolves on a third performance-based share savings plan for the
CEO and senior management for the period 2014-2017. For further
information, refer to the material enclosed with the notice of the
Annual General Meeting, and to Note 2.

INVESTMENTS

The Group's gross investments in tangible fixed assets amounted to
MSEK 65 (94), primarily referring to machinery and equipment. No
investments have been made in new subsidiaries during the year,
implying that this item, therefore, amounted to MSEK 84 (0).

At year-end, current investments amounted to MSEK 12. Gross
investments in intangible fixed assets amounted to MSEK 11 (9),
excluding acquisitions of subsidiaries.

Depreciation/amortisation for the year amounted to MSEK 88
(85), of which tangible fixed assets constituted MSEK 74 (72).

PRODUCT DEVELOPMENT

Continual product development is undertaken within the Fagerhult
Group withthe aim of improving existing products, as well as devel-
oping new products. A basic principle is that development work
should take place in proximity to the markets and in cooperation
with customers and end-users. Fagerhult is also prominent within
lighting technology from an international perspective. Cooperation
with the leading manufacturers of light sources and components is
essential. Fagerhult’s engineering centre, TeknikCentrum, includes
one of Northern Europe’s best equipped laboratories, where we can
both test the safety of, and approve, our products.

CASH FLOW FROM OPERATING
ACTIVITIES PER SHARE, SEK
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Development costs of MSEK 10 (8) were capitalised in the balance
sheet forthe year. Other costs are expensed as they arise, see Notes
10and 25.

ENVIRONMENTAL IMPACT

With the technology shift towards LED and intelligent controls,
Fagerhultis contributing to significantimprovementsin energy effi-
ciency in our customers’ lighting solutions. Investment in product
development related to the technological shift towards LED contin-
ues. The proportion of total sales accounted for by LED products has
increased during the year and, in the fourth quarter, this amounted
to over 30 %, compared with 12 % in the fourth quarter of 2012.

The Group’s operations impact the external environment primar-
ily through the evaporation of organic solvents into the air, and
through noise pollution. Over the course of several years, targeted
efforts have been made to minimise environmental impact, includ-
ing the introduction of new coating facilities using alkaline washing
processes and closed systems. Since 2010, the Group’s Swedish
plants have had very low emissions of CO, as they have been heated
with heat from district heating plants mainly fuelled by biomass and
all electricity has been generated through hydropower. Efforts to
increase energy efficiency are on-going in all facilities. The Compa-
ny’s production facilities in Manchester Sutton in England, Suzhou
in China and Habo, Ahus and Bollebygd in Sweden are environmen-
tally certified according to ISO 14001.1-Valo Oy and Arlight, acquired
in 2013 and 2014, are also certified according to ISO 14001.

Further information is provided in the section regarding the
Group’s sustainability work.

ACQUISITION OF OWN SHARES

The Annual General Meeting, held on 18 April 2013, authorised the
Companytoacquire its own shares. No acquisitions of the Company’s
own shares have been made. The Company’s holding of own shares
totals 238,000. The total number of outstanding shares was 12,612,000
atyear-end. The Company owns 1.9 percent of its own shares.

The Board of Directors proposes that the Annual General Meet-
ing resolve to grant the Board continued authorisation, until the next
Annual General Meeting, to acquire the Company’s own shares. As
acquired shares do not provide an entitlement todividends, they are
excluded fromthe total number of shares in the proposed appropri-
ation of profits stated below.

RISKS

Areview of potential risks, including the manner in which these are
managed, is found in Note 31.

THE FAGERHULT SHARE

There are no limitations on the transferability of shares (pre-emp-
tion). Nor are there any limitations as to the number of votes which
each shareholder can exercise at the Annual General Meeting of
shareholders. The Company is not aware of any agreements between
shareholders which could involve limitations on the right to trans-
fer shares.

For furtherinformation, referto page 46—47, The Fagerhult Share
and Ownership Structure.

APPOINTMENT AND REMOVAL OF MEMBERS
OF THE BOARD

There are no specificregulations in the Articles of Association regard-
ing the appointment or removal of members of the Board.

ADMINISTRATION REPORT

PARENT COMPANY

Operations in AB Fagerhult consist of the management of the
Group, the financing and coordination of marketing activities, pro-
duction and business development. The Company’s net sales
amounted to MSEK 8.7 (8.7). Profit after financial items amounted
to MSEK 1331 (54.8).

There were 5 (5) employees during the period.

PROSPECTS FOR 2014

Inrecentyears, the Group has had a strong sales and earnings trend
through good organic growth, but also through acquisitions.

The weak business cycle in the construction sector negatively
impacted profit during the first half of 2013. During the second half
of the year, the prospects for our largest markets have, however,
improved somewhat, and we have seen improvements in the light-
ing market. Company management is of the opinion that the mar-
ket will continue to recover and improve during 2014, although with
the reservation that the development of the market remains diffi-
culttoassess.

Ofthose markets in which Fagerhultis active, Indoor Lighting and
Outdoor Lighting are situated late in the business cycle, while Retail
Lighting comes in somewhat earlier. The assessment is that the
recovery may draw out with time.

The Group intends to continue with its significant investmentsin
product development and marketing, as well as to continue its focus
onincreased internationalisation.

The acquisitions of I-Valo, completed in June 2013, and of Arlight,
completed in February 2014, are expected to have a positive effect
onthe Company’s earnings per share during 2014.

PROPOSED APPROPRIATION OF PROFITS

The Group’s profit brought forward, according to the consolidated
balance sheet, amounts to MSEK 891.5 (790.2).

The following profits are at the disposal of the Annual General Meet-

ing (MSEK):

Profit brought forward 68.5
Net profit for the year 120.0
Total 188.5

The total number of dividend-bearing shares on 5 March 2014
amounted to 12,612,000, excluding repurchased shares. The Board
of Directors proposes that the profit be appropriated as follows:

To be distributed as dividends to shareholders,

SEK 7.25 per share 91.4
To be carried forward 971
Total 188.5

BOARD OF DIRECTORS’ STATEMENT REGARDING
THE PROPOSED DIVIDEND

Itis the opinion of the Board of Directors that the proposed dividend
will not prevent the Company from fulfilling its short or long-term
obligations, nor will it prevent the Company from making necessary
investments. The proposed dividend can, therefore, be justified in
accordance with the provisions of the Swedish Companies Act, Chap-
ter 17, Section 3, paragraphs 2—3.

Considering that the operations of the Company continue to be
profitable, the equity/assets ratio is at a satisfactory level. It is the
Company’s assessment that liquidity can be maintained at a simi-
larly satisfactory level.
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Corporate Governance Report

Decentralised governance and decision-making is one of Fagerhult’s strengths, and
permeates the entire organisation. The objective of the Company’s corporate governance is
to ensure that this takes place in a clear, 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 maintain Fagerhult’s
confidence among stakeholders such as shareholders, customers, suppliers, capital markets,
society and employees.

Shareholders

!

Auditor : Annual General Meeting < Nomination Committee

J T

Audit Committee Board of Directors &—  Remuneration Committee

T

Presidentand CEO

Group management

T

Local Boards in each subsidiary

T

Subsidiaries (30 in total)

MAJOR EXTERNAL REGULATIONS KEY INTERNAL REGULATIONS
+ Swedish Companies Act « Articles of Association
+ NASDAQ OMX Stockholm’s regulations « Formal work plan for the Board of Directors and terms of
« Swedish Code of Corporate Governance (the Code) reference for the CEO
+ Accounting Rules and Regulations + Guidelines for remuneration to senior management
« Various policy documents and instructions (such as the
Group’s Code of Conduct)
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SHAREHOLDERS AND ANNUAL GENERAL MEETING

The shareholders’ rights to decide on Fagerhult’s affairs are exercised
atthe Annual General Meeting, or if appropriate, the Extraordinary
General Meeting, which is the highest decision-making body.

The Annual General Meeting shall be held no later than six months
after the end of the financial year and is usually held in April. At the
Annual General Meeting, the shareholders elect the Company’s
Board of Directors and appoint external auditors, and decide on the
remuneration due to the Board and auditors. Furthermore, the
Annual General Meeting decides whetherto adopt the income state-
ment and balance sheet, approve the appropriation of profits and
discharge the Board and CEO form liability. The Annual General Meet-
ing also decides 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 man-
agement.

The number of shareholders at year-end amounted to 3,292. The
largest individual shareholders are Investment AB Latour and SAKI
AB, in which the Douglas family are the main shareholders and whose
total ownership participation is 49 percent. For more information on
the ownership structure, capital, share price development, etc.,
please refer to the section on the Fagerhult share on pages 46—47
and to Note 29.

ANNUAL GENERAL MEETING 2013

The 2013 Annual General Meeting was held on 18 April in Habo. A

total of 65 shareholders were present at the meeting, representing

721 percent of the votes. Minutes from the Annual General Meet-

ing can be found on Fagerhult’s website. All resolutions were made

with the required majority. Below is a selection of the resolutions
passed at the meeting:

—Resolution on the distribution of a dividend of SEK 6.50 per share.

—AnnaMalm Bernsten, Eric Douglas, Bjorn Karlsson, Fredrik Palmst-
ierna,Johan Hjertonsson, and Jan Svensson were re-elected to the
Board of Directors. Eva Nygren withdrew herself from availability
forre-election. Catherina Fored was elected to the Board as a new
member.

—Jan Svensson was re-elected Chairman.

—Gustaf Douglas, Jan Svensson and Bjorn Karlsson were re-elected
tothe Nomination Committee. These individuals were granted the
authority to appoint one or two new members.

—The Annual General Meeting resolved to introduce a performance-
based share savings plan for senior management.

Member of the

Nomination Committee Represents

CORPORATE GOVERNANCE REPORT

—The Annual General Meeting granted the Board of Directors
authorisation to repurchase the Company’s own shares, corre-
sponding to a maximum of 10 percent of total share capital, for
the period until the date of the next Annual General Meeting.

NOMINATION PROCEDURE

ANomination Committeeis formed each year at the initiative of the
Chairman of the Board of Directors, and is subsequently appointed
atthe Annual General Meeting. The Committee shall comprise rep-
resentatives of major shareholders in the Company. Board members
can also serve as members of the Committee, but may not consti-
tute a majority. The Chairman of the Board of Directors cannot serve
as Chairman of the Nomination Committee. The Nomination Com-
mittee for the 2014 Annual General Meeting can be found in the
table below.

The representatives of the Nomination Committee have broad
and extensive experience of Board work and work in Nomination
Committees.

The work of the Nomination Committee is undertaken during the
end of the financial year and at the start of the new financial year.
Prior to an Annual General Meeting at which auditors are to be
appointed, the Nomination Committee cooperates with the Audit
Committee, which works with the evaluation of the audit of the
Company. The Nomination Committee is to consider the guidelines
applying to independent members of the Board under the Swedish
Code of Corporate Governance. Shareholders have the opportunity
to provide written proposals to the committee.

EXTERNAL AUDITORS

The Company’s auditor, elected at the Annual General Meeting,
reviews Fagerhult’s annual report and consolidated accounts, the
management of the Company by the Board of Directors and the CEO,
andtheannual accounts of subsidiaries, and submits an audit report.

The audit is conducted in accordance with the Swedish Compa-
nies Act, International Standards on Auditing (ISA) and generally
accepted accounting principles in Sweden.

At the Annual General Meeting 2013, PricewaterhouseCoopers
were re-appointed as auditors, with Bo Karlsson as the responsible
auditor. Bo Karlsson’s major auditing engagements include SKF and
Assa Abloy. He has no other engagements in companies that are
associated with Fagerhult’s major shareholders or CEO.

The auditor presented a personal report to the Board regarding
the auditing engagement and the internal controls of the Group at
a Board meeting held in February 2014.

Gustaf Douglas (Chair),
Jan Svensson

Investment AB Latour
Investment AB Latour
Bjorn Karlsson Svensson family

Goran Espelund Lannebo Fonder

Member of the
Participation/votes: Nomination Committee since
49.0 %' 1997
49.0 %2 2008
7.5% 1997
7.0% 2004

1) Holding through Investment AB Latour, where Gustaf Douglas with family and company are the main owners.

2) Holding including SAKI AB.
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The review of the Group’s companies around the globe is coordinated
by PricewaterhouseCoopers. All companies of significant scope are
audited by PricewaterhouseCoopers in the respective company’s
country of domicile. For a handful of smaller companies, the auditis
performed by another accounting firm.

THE BOARD OF DIRECTORS
BOARD MEMBERS

The Board of Directors resolves on matters concerning the Group’s
strategicfocus, finances, investments, acquisitions, sales, organisa-
tional matters and rules and policies. The Board of Directors is kept
abreast of the Company’s operations through monthly reports pro-
vided by Company management. The Board of Directors currently
consists of seven members elected by the Annual General Meeting,
as well as two Board members and two deputy members chosen by
the trade unions. Four (4) of the Board members represent owner-
ship participations equivalent to 59 (59) percent of the Company’s
share capital and votes. The CEO is one of the members elected at
the Annual General Meeting. With the exception of the trade union
representatives, the CEO is also the only Board member employed
by the Company. Company employees participate in Board meetings
inareporting capacity. The Company’s CFO serves as the Board's sec-
retary.

For further information concerning the Board members elected
atthe Company’s Annual General Meeting, refer to the section con-
cerning the Board of Directors on pages 60—61 of this Annual Report.

THE WORK OF THE BOARD

The Board’s work is regulated by the Swedish Companies Act, the
Articles of Association and the formal work plan adopted by the
Board.

The Board’s work plan contains, amongst other things, rules stip-
ulating the number of Board meetings which are to be held each year,
theissuestobe addressed inthe meetings, and the division of duties
between the Board of Directors and the CEO. These duties and the
obligation of the CEO to report to the Board are regulated in the
terms of reference to the CEO.

Normally, five Board meetings are held each year and one Board
meeting is held following the election of the Board. Four of these
meetings address quarterly reports and the year-end report. 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. One Board
meeting per year is assigned additional time, and at this meeting a
specific focus is placed on strategic issues. The auditor of the Com-
pany is present at Board meetings whenever needed, normally twice
ayear. Notices and supporting documents are sent to the Board one
week in advance of the Board meetings. When issues are to be
decided upon, the Board usually receives supporting documents con-
cerningthese issues well in advance.

The Board appoints two different committees annually — the
Audit Committee and the Remuneration Committee. The aim of
these committees istoenhance and facilitate the Board’s work, and
to address matters related to each 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 independ-
entinrelationto majorshareholders (i.e. ownership exceeding 10 %).
Seethetable below. The Chairman of the Board, Jan Svensson, as well
as Fredrik Palmstierna, are not considered independent, as they rep-
resent the main shareholder in their roles as CEO and Chairman of
Investment AB Latour. Eric Douglas represents the Douglas family.
With the exception of the President and CEO Johan Hjertonsson, no
members of the Board are employed by the Group. The Nomination
Committee’s assessment regarding whether each proposed mem-
ber meets the independence requirementsisannounced in connec-
tion with the proposal. The CEO owns 77,815 shares in the Company,
equivalenttoan ownership participation of 0.6%, which is stated in
the presentation of the Board and management on page 60—63.The
holdingis not classified as significant and the CEO has no ownership
in companies that have significant business relationships with com-
panies in the Fagerhult Group.

Independent  Independent Number of
Board of Directors elected by Remune- Numberof inrelationto  inrelationto meetings part-
the Annual General Meeting Elected Born ration shares/votes  theowners the Company icipatedin
Chairman, Jan Svensson 2007 1956 400,000 6,179,800" No Yes 5
Deputy Chairman, Eric Douglas 1993 1968 300,000 40,700* No Yes 4
Board Member, Anna Malm Bernsten 2003 1961 200,000 3,000 Yes Yes 4
Board Member, Bjorn Karlsson 1997 1961 200,000 945,525* Yes Yes 5
Board Member, Catherina Fored 2013 1964 200,000 1,000 Yes Yes 3
Board Member, Fredrik Palmstierna 1992 1946 200,000 285,770* No Yes 5
CEO, Johan Hjertonsson 2009 1968 - 77,815 Yes No 5
Total 1,500,000 7,503,375 (59%) 4(57 %) 6 (86 %) 5

*Sum total of directly and indirectly held Company shares and shares representing other owners.
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THE WORK OF THE BOARD 2013

The Board has met five times during the year, as well as holding one
meeting following the election of the Board. One member has been
absent attwo of the Board meetings. Allmembers of the Board have
been presentatthe other meetings. The Company’s auditor was pre-
sentatone of the Board meetings. This was the Board meeting dur-
ing which the annual accounts were presented, and during which
the auditor submitted his opinion.

Important matters dealt with during the yearincluded, amongst
otherthings:
—Long-term operational goals
—The strategic focus of the operations
—Business plans, financial plans and forecasts
—Major investments
— Evaluations and decisions regarding the acquisitions of I-Valo

and Arlight

—Long-term financing
—Policies and instructions
—Interim reports and annual accounts
—Reports by the Board’s committees
—Follow-up of external audit

EVALUATION OF THE WORK OF THE BOARD

The Board will ensure that its work is continuously evaluated through
a systematic and structured process. This evaluation is initiated by
the Chairman of the Board. The process includes, amongst other
things, a questionnaire in which the members of the Board have the
opportunity toexpress their opinion of the Board’s work and to pro-
vide proposals concerning the manner in which this can be improved.
Theresults 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 is to audit the Group’s
accounting records and financial reporting, as well as to remain in
continuous contact with the auditors and review their work plan and
their remuneration. The Committee shall, furthermore, assist the
Nomination Committee inits choice of auditors and their remuner-
ation priortothe Annual General Meeting at which the appointment
of auditors takes place.

In 2013, the Audit Committee comprised the entire Board, with
the exception of the CEO. Over the year, the Committee has had one
meeting with the Company’s auditor. Five of the six Board members
were present at this meeting.

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 be provided to the CEO, and to approve the CEQ’s
proposal for salaries for the other members of senior management.

CORPORATE GOVERNANCE REPORT

Its duties also include supervising the remuneration to be provided
tothe Board membersinthe eventthatthey are engaged by the Com-
pany’s Board as consultants. The Committee also deals with any
Group-wide bonus system and option programmes.

Decisions concerning remuneration for the CEO are resolved upon
by the Board.

The Remuneration Committee consists of Jan Svensson (Chair-
man of the Board) and Eric Douglas (Deputy Chairman of the Board).
The Committee has had one meeting over the past year, at which
both members were present.

CEO AND GROUP MANAGEMENT

Fagerhult’s President and CEO is responsible for leading and devel-
opingthe operations following the guidelines and instructions issued
by the Board. The framework of such guidelines and instructions is
the terms of reference issued to the CEO, which are determined annu-
ally by the Board.

The CEOis assisted in this work by Group management, consisting
of the Heads of business areas and staff units. The CEO, in consulta-
tion with the Chairman, compiles the necessary information and doc-
umentation which provides the basis for the Board’s work and for the
Board to make informed decisions. The CEO is responsible for bring-
ing matters tothe attention of the Board and for motivating proposed
decisions. The CEO reports to the Board on the Company’s develop-
ment. The CEO leads Group management and makes decisions in con-
sultation with other members of management.

The Group management has consisted during the year of the CEO,
two regional business managers, two managers with functional
responsibility within marketing and product development, produc-
tion and logistics, the Group’s CFO and the Director of Human
Resources and Sustainable Development. Group management has
at least six meetings per year during which it follows up the opera-
tions, discusses matters affecting the Group and drafts proposals
for strategic plans and budgets, which the CEO presents tothe Board
toratify. Onelonger meeting per year is held, during which the oper-
ations are planned and discussed in more detail.

MANAGEMENT OF SUBSIDIARIES

Fagerhult’s operations are organised into four business areas. These
include 30 subsidiaries. The operations of the respective subsidiar-
ies are controlled by their Boards. The Boards of the subsidiaries con-
sist of, among others, the Manager of the subsidiary, at least one
business area manager and, in most cases, the Group’s President. A
formalwork planis established annually for each subsidiary, in which
responsibilities and authorities are clearly delegated and where the
work of the subsidiary’s Board is governed.

Fagerhult has a decentralised structure, with a strong focus on
responsibility and performance, which combines with clear, Group-
wide processes to achieve synergies. The Company’s approximately
100 senior managers and specialists meet annually for discussion, in
order to reach a broad consensus on importantissues.
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CODE OF CONDUCT

Fagerhult’s global presence demands that our employees
and business partners take responsibility — for themselves
and for each other. Therefore, we have created a regulatory
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 that itis
complied with.

Our Code of Conduct states, amongst other things, that
we shall act as a reliable and honest Group that lives up to
its commitments. We believe in long-term business
relationships in which we, together with our business
partners, create a basis for strong economic performance,
concern for the environment, and social commitment

The Code of Conduct is available in its entirety at:
http://www.fagerhultgroup.com/en/sustainability

Fagerhult’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’s posi-
tion on issues related to human rights, labour conditions, the envi-
ronment, business ethics and communication. The Code covers all
Fagerhultemployees regardless of position. The Board and manage-
ment have a particular responsibility to promote the application of
the Code of Conduct. The Code is also communicated to all of Fager-
hult’s business partners with the expectation that it is complied
with. Fagerhult shallact as a reliable and honest company that lives
uptoitscommitments. Fagerhult believes in long-term business rela-
tionships in which we, together with our business partners, create a
basis for strong economic performance, concern for the environ-
ment, and social commitment.

REMUNERATION TO THE MANAGEMENT AND BOARD
GUIDELINES FOR RENUMERATION

Remuneration tothe CEO and other senior management consists of
basicsalary, variable remuneration, other benefits and pension. The
distribution of payment between basicsalary and variable remuner-
ation is to be in proportion to the senior manager’s responsibilities
and authority.

For the CEO, the annual variable remuneration is capped at six
months’ salary. The variable remuneration is based on the Group’s
earnings per share. For other senior management, the annual varia-
ble remunerationis capped at 30—40% of basic salary. Variable remu-

neration is typically based onimprovement, compared to the previ-
ous year, in terms of each individual’s respective responsibility for
operating profit,the Group’s earnings per share and the outcome of
individual activity plans. These guidelines are also proposed for the
coming year.

LONG-TERM INCENTIVE SCHEME

In 2012, a long-term incentive scheme was introduced, in the form
of a performance-based share savings plan for senior management.
Itisintendedthatthree annual share savings plans should be imple-
mented. The first plan was approved by the Annual General Meet-
ing 2012 and runs between 2012-2015. The second plan was decided
by the General Meeting 2013 and runs between 2013-2016.

The Board also proposes that the Annual General Meeting
resolves on a third performance-based share savings plan for the
CEO and senior management for the period 2014-2017.

For further information on guidelines for remuneration and the
long-term incentive scheme, please refer to material enclosed with
the notice for the Annual General Meeting. For additional informa-
tion, see Note 2.

RENUMERATION TO THE BOARD

Fees payable to Board members are determined annually by the
Annual General Meeting. Board members who are also employees
of the Company receive no Board fees. No specific fees are payable
for work in the committees other than the standard Board fee. In
2013, remuneration was paid in accordance with Note 2 on page 75.

RENUMERATION TO THE AUDITOR

In 2013, remuneration was paid in accordance with Note 23 on
page 86.

INTERNAL CONTROL AND FINANCIAL REPORTING

Theinternal control is intended to ensure accurate and reliable finan-
cial reporting and accounting in accordance with applicable laws and
regulations, accounting standards and other requirements for listed
companies.

CONTROL ENVIRONMENT

The control environmentis comprised of the values and ethics which
the Board of Directors, Audit Committee, the CEO and Group man-
agement communicate and operate under. The basis of internal con-
trol for financial reporting consists of the control environment
together with the organisation, decision-making, authorities and
responsibilities which are documented and communicated in gov-
erning documents. One example is the division of responsibilities
between the Board and the CEO and instructions regarding the del-
egation of authority, as well as instructions applying to the account-
ing and reporting. Important internal control instruments include
Fagerhult’s Code of Conduct and values. The Code includes princi-
ples forthe mannerin which business is to be conducted. These val-
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ues represent a long-term commitment and a common base con-
nected tothe business conceptand strategies guidingemployeesin
their daily activities. Fagerhult is characterised by a decentralised
organisation based on goal-oriented management, where good per-
formances are rewarded.

FINANCIAL REPORTING TO THE BOARD

The CEO is responsible for ensuring that the Board receives the
reports required for its assessment of the Company’s and the Group’s
financial position. Fagerhult’s Board receives monthly financial
reports and the Group’s financial situation is discussed at each Board
meeting.

RISK ASSESSMENT

Regarding financial risk assessment, the risks mainly relate to the
potential for material misstatements in the reporting of the Com-
pany’s financial position and results. To minimise these risks, gov-
erning documents have been established concerning accounting,
procedures for annual reporting and follow-up of reported annual
accounts. Fagerhult’s Board regularly assesses reporting from a risk
perspective. As a support forthese assessments, income statement
items and balance sheet items are compared with previous reports,
budgets and forecasts. The risks identified in the financial reporting
are managed by 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. Read more about the risks on page 89.

CONTROL ACTIVITIES AND FOLLOW-UP

Control activities involve all levels of the organisation and concern
the measures selected to manage the Group’s risks. In order to ensure
completeness and accuracy in the financial reporting, there are
instructions and guidelines that have been communicated tothe rel-
evant personnel. The activities also limit the identified risks. The
Group’s central Control Function analyses and monitors deviations
from budgets, prepares forecasts, monitors significant variations
between periods, and reports these to others within the organisa-
tion, which minimises the risk of errors in the reporting. Control activ-
ities also include follow-up and comparisons of earnings trends or
significant individual items, account reconciliations and balances,
andtheapproval of all proxy and attestation instructions, as well as
accounting and valuation principles.

The monitoring of the effectiveness and implementation of these
control activities takes place through programmed controls and
through individually established procedures. The Group has a com-
mon reporting system in which all reporting is undertaken. Finan-
cial monitoring is carried out by senior management in conjunction
with regular visits to the subsidiaries, and the activities of the Con-
trol Function are consistently developed.

CORPORATE GOVERNANCE REPORT

INFORMATION AND COMMUNICATION

Fagerhult continuously provides information about the Group’s per-
formance and financial position to the market. The quality of exter-
nalfinancial reportingis ensured through various activities and rou-
tines. The CEOis responsible for all of the information provided. For
example, he is to ensure that financial press releases and presenta-
tion materials for various meetings with the media, shareholders
and investors are accurate and of good quality. There is an informa-
tion policy applying to external communication providing guidelines
as tothe mannerin which such information is to be presented. The
policy is intended to ensure that Fagerhult’s information require-
mentsare metinanaccurate and complete manner. The mostimpor-
tant governing documents, in the form of policies and instructions,
are kept up-to-date and are communicated via the appropriate chan-
nels, mainly electronically.

Internalinformation and communicationis about creating aware-
nessamongthe Group’semployees about external and internal gov-
erninginstruments, including authorities and responsibilities. Fager-
hult’s whistle-blower policy means that every employee has the
opportunity 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 inter-
nal audit function will not be established in the Fagerhult Group. The
Group’s Finance department continually monitors compliance with
the Company’s governance model, reporting principles and policies.
The Finance department conducts on-going analyses of the Compa-
ny’s reporting and financial results in order to gain assurance regard-
ing the Company’s development.

Discussions with the Company’s external auditors concerning the
auditapproach, as well as the auditing firm’s extensive organisation
are, when taken together with the controls implemented by the
Group’s management and the existing control functions in the dif-
ferent business areas, considered to provide a satisfactory level of
assurance. This means that a separate internal audit function is not
considered necessary.

ACTIVITIES DURING 2013

During the year, the focus was on inventory valuation and liquidity
management.
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ERICDO

Chairman

Born: 1956

Mechanical Engineer and holds a degree in
Business and Administration. Managing
Director and Board Member of Investment AB
Latour. Chairman of Oxeon AB and Nederman
Holding AB - Board Member of Loomis AB,
Assa Abloy AB and Tomra Systems ASA.

Board Member of AB Fagerhult since 2007.
Shares in Fagerhult: 3,000

BJORN KARLSSON

THE BOARD OF DIRECTORS

Vice Chairman

Born: 1968

Certified Economist at high school level and
3years of studies at Lund University within
“Economics for Entrepreneurs”. Self-employed
since 1992. Partner in Pod Investment AB.
Chairman of Sparbdssan — Fastigheter AB.
Board Member of, amongst others, Invest-
ment AB Latour and Latour industries AB.
Board Member of Fagerhult since 1993.
Shares in Fagerhult: 40,000

CATHERINA FORED

Born: 1961

MBA.

Managing Director of Vasterhuset AB.
Board Member of Skaraborgsmdklaren AB.
Board Member of Fagerhult since 1997.
Shares in Fagerhult: 32,324

JOHAN HJERTONSSON

ANNA M

RNSTEN

Born: 1961

Civil Engineer

Conducts her own consultancy within man-
agement and business development. Board
Member of Cellavision AB, Nolato AB,
Matrisen AB, Oatly AB, Birdstep ASA,
Medvir AB and Neurovive AB.

Board Member of Fagerhult since 2003.
Shares in Fagerhult: 3,000

FREDRIK PALMSTIERNA

Born: 1964

Architect MSA.

Federal Director of Sweden’s Architects
(Sveriges Arkitekter) and Managing Director
of Sweden'’s Architects’ Service Company
(Sveriges Arkitekters Servicebolag). Board
Member of Reomti Bygg AB and BIM Alliance.
Board Member of Fagerhult since 2013.
Shares in Fagerhult: 1,000

MAGNUS NELL

Managing Director

Born: 1968

Degree in Business and Administration

Board Member of Nord-Lock International AB.
Board Member of Fagerhult since 2009.
Shares in Fagerhult: 77,815

BEATRICE SJOBLOM

Born: 1946

MBA.

Chairman of Investment AB Latour. Board
Member of Securitas AB, Hultafors AB, Nobia
ABand Academic Work AB.

Board Member of Fagerhult since 1992.
Shares in Fagerhult: 315,770 (including family
and Company)

LARS OLSSON

Born: 1964
Employee Representative
Shares in Fagerhult: 0

LARS-AKE JOHANSSON

Born: 1984
Deputy Employee Representative
Shares in Fagerhult: 0

Born: 1961
Deputy Employee Representative
Shares in Fagerhult: 0

Born: 1949
Employee Representative
Shares in Fagerhult: 200
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ELISABE

Presidentand Group CEO

Born: 1968

Degree in Business and Administration
Employed since: 2009

Shares in Fagerhult: 77,815

HAKAN GABRIELSSON

MANAGEMENT

ANDERS ON

Responsible for Products & Brands
Born: 1963

Degree in Business and Administration
Employed since: 2010

Shares in Fagerhult: 2,557

PAUL BARTON

Chief Financial Officer

Born: 1967

Degree in Business and Administration
Employed since: 2011

Shares in Fagerhult: 1,342

JENNY EVELIUS

Head of Human Resources

Born: 1969

Degree in Business and Administration
Employed since: 2013

Shares in Fagerhult: 556

Responsible for Operations
Born: 1969

Civil Engineer

Employed since: 2005
Shares in Fagerhult: 761

FRANK AUGUSTSSON

Regional Manager

Born: 1953

Engineer: Greenwhich College, London;
Economics studies: Henley Management
College, University of Reading.

Employed since: 2005

Shares in Fagerhult: 692

Regional Manager

Born: 1965

Technical College Engineer
Employed since: 1986—2001, 2004
Shares in Fagerhult: 853
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INCOME STATEMENTS

Income Statements

GROUP PARENT COMPANY
MSEK Notes 2013 2012 2013 2012
Net sales 1 3,095.2 3,085.1 8.7 8.7
Cost of goods sold —2,086.9 -2,107.6 = -
Gross profit 1,008.3 977.5 8.7 8.7
Selling expenses -560.4 -579.9 24 -6.5
Administrative expenses -184.2 -1777 -33.2 -19.0
Other operating income 13.8 31.6 = -
Operating profit 2,7,19-26 2775 251.5 -26.9 -16.8

Financial income and expenses

Income from shares in subsidiaries

Interest income and similar profit/loss items
Interest expenses and similar profit/loss items

Total financialincome

Profit after financial items

Changes in tax allocation reserve = - = —-8.6
Tax on profit for the year 8,9 -64.4 -54.8 =134 7.0
Net profit for the year 182.6 1591 120.0 39.2
Net profit for the year attributable to Parent Company shareholders ST g2 e

Earnings per share calculated on profit attributable to Parent Company shareholders
during the year

Earnings per share before dilution, SEK 14.48 12.61
Earnings per share after dilution, SEK 14.48 12.61
Average no. of shares before dilution, thousands 12,612 12,612
Average no. of shares after dilution, thousands 12,612 12,612
No. of outstanding shares, thousands 12,612 12,612

STATEMENT OF COMPREHENSIVE INCOME

Net i [PPOR ,.. 1826 - 1591 U ... SO

Other comprehensive income
Items not reversed in the income statement:

Actuarial gains/losses -1.0 1.8

Items which can be reversed in the income statement:

Translation differences 0.6 —26.2

Other comprehensive income for the period, net after tax ST o ha
Total comprehensive income for the year 182.2 144.7

Total comprehensive income attributable to Parent Company shareholders 182.2 144.7

Comprehensive income for the Parent Company is equivalent to net profit for the period
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BALANCE SHEETS

Balance Sheets

GROUP PARENT COMPANY
MSEK Notes 2013 2012 2013 2012
ASSETS
Fixed assets
Intangible assets 10
Goodwill 914.9 852.3 = -
Trademarks 110.9 101.9 = -
Otherintangible assets 20.3 21.0 = -

Construction in progress and advance payments

Tangible fixed assets 1
Land and buildings 86.4 81.9 = -
Plant and machinery 162.9 168.4 = -
Equipment, fixtures and fittings 729 84.2 = -
Construction in progress and advance payments 10.8 4.2 = -
Financial fixed assets
Shares and participations in subsidiaries 13,27 = - 616.3 616.3
Other shares and participations 12 9.2 9.2 = -
Receivables from subsidiaries 4 - 895.8 824.5
Deferred tax assets 9 13.5 12.9 . -
Other non-current receivables 12 0.5 0.7 = -
S 232 228 15121 18408
Total fixed assets 1,404.0 1,336.7 1,5121 1,440.8
Current assets
Inventories etc.
Raw materials and consumables 181.9 135.2 3 -
Work in progress 439 34.5 = -
Finished products and goods for sale 2724 264.4 = -
Advance payments to suppliers 26.9 11.5 = -
Currentreceivables
Accounts receivable —trade 5 5774 494.8 3 -
Current tax assets 1.3 413 3 19.9
Other receivables 15.8 16.5 -

Prepaid expenses and accrued income

6431 5843

Cash and cash equivalents / cash and bank balances 248.6 256.8 122.9 42.3
Total current assets 1,416.8 1,286.7 126.5 62.7
TOTALASSETS 2,820.8 2,623.4 1,638.6 1,503.5
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BALANCE SHEETS

Balance Sheets

GROUP PARENT COMPANY
MSEK Notes 2013 2012 2013 2012
EQUITY (Group/Parent Company")
Capital and reserves attributable to Parent Company shareholders
Share capital 28,29 65.5 65.5 65.5 65.5
Other contributed capital 159.4 159.4 = -
Translation differences / Statutory reserve —86.6 -87.2 159.4
Profit brought forward incl./excl. net profit for the year 891.5 790.2 68.5

Net profit for the year, Parent Company

Untaxed reserves

Transfertotaxallocation reserve - - 30.0 30.0
LIABILITIES

Non-current liabilities

Borrowings 15 1,012.9 952.9 1,008.8 951.7
Provisions for pensions and similar commitments 19 61.5 60.2 = -
Liabilities to subsidiaries - - 17 17
Deferred tax liabilities 9 63.7 60.5 3 -

Current liabilities

Borrowings 15 59.0 117.2 55.3 85.5
Advance payments from customers 8.4 47 = -
Accounts payable —trade 281.3 233.2 = N
Current tax liabilities 24.2 10.5 6.5 -
Other liabilities 62.9 61.5 0.6 21
Liabilities to subsidiaries = - 110.3 53.6

Accrued expenses and deferred income

Total liabilities 1,791.0 1,695.5 1,195.2 1,099.8
TOTALEQUITY AND LIABILITIES 2,820.8 2,623.4 1,638.6 1,503.5
Pledged assets 17 = - None None
Contingent liabilities 18 = - 477 61.3

1) Restricted equity: share capital and statutory reserve. Non-restricted equity: profit brought forward and net profit for the year
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CHANGES IN EQUITY

Changes in Equity

Other Profit

Share contributed Translation brought Total
Group capital capital differences forward equityl
Equity as of 1January 2012 65.5 159.4 -61.0 700.3 864.2
Net profit for the year - - - 159.1 159.1
Other comprehensive income - - -26.2 1.8 -14.4
Comprehensiv'é‘i“r{come fortheyeaur """""""" H - H - 262 709 a7
Dividend, SEK 6.50 per share - - - —-82.0 —-82.0
Performance-based share savings programme - - - 1.0 1.0
Equity as of 31 December 2012 65.5 159.4 -87.2 790.2 927.9
Net profit for the year - - - 182.6 182.6
Othercomprehensiveincome . - . - . 0.6 . -0  -04
Comprehensive income for the year - - 0.6 181.6 182.2
Performance-based share savings programme - - - 1.7 1.7
Dividend, SEK 6.50 per share - - - —-82.0 —-82.0
Equity as of 31 December 2013 65.5 159.4 —86.6 891.5 1,029.8

Profit

Share Statutory brought Total
Parent Company capita reserve forward equityl
Equity as of 1January 2012 65.5 - 159.4 190.6 415.5
Performance-based share savings programme - - - 1.0 1.0
Net profit for the year - - - 39.2 39.2
Dividend, SEK 6.50 per share - - - —-82.0 —-82.0
Equity as of 31 December 2012 65.5 - 159.4 148.8 373.7
Performance-based share savings programme - - - 1.7 1.7
Net profit for the year - - - 120.0 120.0
Dividend, SEK 6.50 per share - - - -82.0 -82.0
Equity as of 31 December 2013 65.5 - 159.4 188.5 413.4
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CASH FLOW STATEMENTS

Cash Flow Statements

GROUP PARENT COMPANY
MSEK Notes 2013 2012 2013 2012
Net profit for the year 182.6 159.1 120.0 39.2
Tax 8,9 64.4 54.8 131 7.0
Change in untaxed reserves = - 0.0 8.6
Income from shares in subsidiaries 6 11 0.0 -169.5 —-891
Interest income and similar profit/loss items 3 =215 -39 —15.4 -0.8
Interest expenses and similar profit/loss items 4 31.9 415 24.9 18.3
Operating profit 2775 251.5 -26.9 -16.8
Adjustment for items not included in the cash flow:
Depreciation/amortisation 88.5 84.8 3 -
Profit/loss on the sale of tangible fixed assets 1.4 =15 = -
Items in equity 0.7 1.0 Ut/ 1.0
Translation differences =191 -9.7 -1.9 -181
Interest received 1.9 24 13.3 01
Interest paid —26.8 -41.8 -234 -18.2
Income tax paid -21.4 -74.4 13.3 -14.0
Cash flow from operating activities before changes in working capital ST 3027 123 239 660
Changes in working capital
Changes in inventories =51[*8 11.3 3 -
Changes in receivables -927 411 =31 1.0
Changes in current liabilities 62.9 274 62.0 48.5
Cash flow from operating activities B S R 7 X B 1Y) B 1Y
Investing activities
Investments in subsidiaries and associated companies -84.3 - = -
Investments in intangible assets -11.2 -9.3 = -
Investments in tangible fixed assets -53.9 -84.4 3 -
Sales of tangible fixed assets = 1.8 = -
Changes in construction in progress and advance payments 1 -8.2 13.8 = -
Changes in non-current receivables and securities 12 3.6 -1.8 -71.3 267.2
Group contributions and dividends received = - 169.5 891
Cash flow from investing activities -154.0 -79.9 98.2 356.3
Financing activities
Repayment of loans 15 -93.0 —129.8 -93.0 —129.8
Changes in other borrowing 98.6 141 122.4 —-85.7
Dividend paid -82.0 -82.0 -82.0 -82.0
Cash flow from financing activities -76.4 -197.7 -52.6 —297.5
Changes in cash and cash equivalents -9.3 -40.3 80.6 42.3
Cash and cash equivalents at the beginning of the year 256.8 305.7 423 0.0
Translation differences in cash and cash equivalents 11 -8.6 3 -
Cash and cash equivalents at year-end 248.6 256.8 122.9 42.3
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Accounting principles

The limited liability company’s consolidated accounts have been pre-
pared in accordance with International Financial Reporting Stand-
ards (IFRS), as adopted by the EU, the Swedish Annual Accounts Act
and RFR1.

The Parent Company applies the same accounting principles as
the Group, except in the instances presented below in the section
“Parent Company’s Accounting Principles”. The deviations arising
between the Parent Company’s and the Group’s principles result
from limitations in the possibility of applying IFRS in the Parent Com-
pany due to the stipulations of the Swedish Annual Accounts Act.
The principles remain unchanged compared with the previous year.

Allamounts are reported in MSEK, unless stated otherwise. Assets
and liabilities are valued at acquisition cost, unless otherwise stated
below. The amounts reported for financial assets and liabilities com-
prise an approximation of their fair value.

CONSOLIDATED ACCOUNTS
SUBSIDIARIES

The consolidated accountsinclude subsidiaries over which the Group
has therightto determine the financial and operating policies, which
generally accompanies a shareholding of more than one half of the
voting rights.

Companies acquired during the year are fully consolidated from
the date on which the controlling influence is transferred to the
Group. Companies are de-consolidated from the date on which this
influence ceases.

The purchase method of accounting is applied in the accounting
of the Group’s business combinations. The cost of an acquisition of
asubsidiary consists of the fair value of the transferred assets, liabil-
ities,and the sharesissued by the Group. The purchase price includes
the fair value of any assets or liabilities as a result of an agreement
on the contingent consideration. Acquisition-related costs are
expensed as incurred. Identifiable assets acquired and liabilities
assumed in a business combination are measured initially at their
fair values at the acquisition date. For each acquisition, the Group
determines whether any non-controlling interest in the acquired
company is recognised at fair value or at the holding’s proportion-
ate share of the acquired company’s net assets. The amount by which
the purchase price, any non-controlling interest and fair value at the
acquisition date of the previous shareholding exceeds the fair value
of the Group’s share of identifiable net assets acquired is recorded
as goodwill. If the consideration transferred is less than the fair value
of the acquired subsidiary’s net assets, the difference is recognised
directly in the income statement.

Inter-company gains on transactions between Group companies
areeliminated intheirentirety. There are no minority shareholdings
within the Group.

TRANSLATION OF FOREIGN CURRENCIES
FUNCTIONAL CURRENCY AND REPORTING CURRENCY

Itemsincluded inthe annual accounts of each of the Group’s entities
arevalued using the currency of the primary economic environment
in which the entity operates (the functional currency). The consoli-
dated accounts are presented in SEK, which is the Parent Company’s
functional and reporting currency.

ACCOUNTING PRINCIPLES

TRANSACTIONS AND BALANCE SHEET ITEMS

Foreign currency transactions are translated into the functional cur-
rency using the exchange rates prevailing at the date of the transac
tion. Foreign exchange rate differences attributable to operating
activities are recorded in operating profit, while exchange rate dif-
ferences attributable to the Group’s financing are recorded under
financial income and expenses. Exceptions to this include transac
tions that constitute hedging which fulfil the requirements for the
hedge accounting of cash flows or of net investments, for which
exchange rate differences are recorded in equity.

SUBSIDIARIES

The results of operations and the financial positions of all subsidiar-

ies (none of which has the currency of a hyper-inflationary economy),

having a functional currency different from the reporting currency,

aretranslated into the reporting currency as follows:

—assets and liabilities for each presented balance sheet are trans-
lated at the closing rate of exchange

-income and expenses for each income statementare translated at
the respective average exchange rate (unless the average exchange
rate in question is not a reasonable approximation of the cumula-
tive effect of the rates prevailing on the transaction dates, in which
case income and expenses are translated at the rate on the trans-
action dates) and

—allresulting exchange rate differences are recognised as a separate
component of equity.

Goodwill and fair value adjustments arising on the acquisition of a
foreign entity are treated as assets and liabilities of the foreign entity
and are translated at the closing rate.

INCOME TAX

Reported income tax includes tax which is to be paid or received,
regarding the current year, and adjustments concerning the previ-
ousyears’ current taxes and changes in deferred tax.

Thevaluation of allincome tax liabilities and assets is carried out
atnominalamounts, applying the tax rates and laws that have been
enacted, or substantially enacted, by balance sheet date and which
areexpected toapply whentherelated deferred income tax asset is
realised or the deferred income tax liability is settled.

Inthe case of items reported in the income statement, related tax
effectsarealsoreportedintheincome statement. The tax effects of
itemsthatare accounted for directly against equity are also reported
directly against other comprehensive income and equity.

Deferred income tax is calculated, using the balance sheet
method, on alltemporary differences arising between the tax bases
of assets and liabilities and their reported values. These temporary
differences have primarily arisen through consolidation adjustments
and transfers totaxallocation reserves.

Deferred income tax assets regarding future tax deductions are
recognised tothe extentthatitis probable that such deductions can
be netted against surplus in future taxation. Deferred income tax
liabilities regarding temporary differences attributable to invest-
ments in subsidiaries are not recognised in the consolidated accounts
asthe Companycan,inall cases, control the date for a reversal of the
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ACCOUNTING PRINCIPLES

temporary differencesand itis notassessed as probable that a rever-
sal will take place within the foreseeable future.
The reporting of deferred tax is based on effective tax rates.

INVENTORIES

Inventories are reported using the first-in, first-out method at the
lower of acquisition cost and net realisable value on the balance
sheet date.

The valuation of work in progress and finished goods comprises
design costs, direct labour, other direct costs and a reasonable mark-
upforindirect costs (based on normal production capacity). This item
excludes borrowing costs. Net realisable value is the estimated sell-
ing price in the on-going course of business, less applicable variable
selling expenses.

ACCOUNTS RECEIVABLE AND OTHER RECEIVABLES

Accounts receivable —trade and other receivables are recognised at
acquisition cost, less any provision for write-downs. A provision for
write-downs of accounts receivable is reported when there is objec-
tive evidence that the Group will not be able to receive all amounts
due according to the original terms of the receivables. Significant
financial difficulties on the part of the debtor, a good probability that
the debtor will enterinto bankruptcy or financial reorganisation, and
default or delinquency of payments are considered to be indicators
that accounts receivable may be written down. The amount of the
provision is the difference between the asset’s reported value and
the present value of estimated future cash flows, discounted at the
original effective interest rate. The reported value of the asset is
reduced on the basis of a provision for depreciation and the amount
of the loss is recognised in the income statement under "Selling
expenses”.Recoveries of amounts previously written off are credited
against "Selling expenses” in the income statement.

REVENUE RECOGNITION
GOODS
Sales of goods are recognised upon delivery to customers, in accord-
ance with the conditions of sale. Revenue refers to the fair value of
goods sold, excluding VAT and discounts. Inter-company sales are
eliminated in the consolidated accounts.
OTHER OPERATING INCOME
Revenue from activities outside the Group’s ordinary operations has
been recorded as "Other operating income”.
INTEREST INCOME
Interest income is recognised over the duration of the interest’s
tenure using the effective interest method.
DIVIDEND INCOME
Income from dividends is recognised when the right to receive the
dividends has been determined.
INTERNAL TRANSFER PRICING

The pricing of transactions, such as purchases and sales of goods and
services between Group companies, takes place on the basis of mar-
ket conditions.

LEASES

Leases in which a significant portion of the risks and rewards of own-
ership are retained by the lessor are classified as operating leases.
Payments made under operating leases (net of any incentives

received from the lessor) are charged to the income statementon a
straight-line basis. These agreements have durations of between 3
and 5 years.

BORROWING COSTS

The Group capitalises borrowing costs which are directly attributa-
ble to the purchase, construction or production of an asset, and
where a considerable amount of time is required to prepare the asset
foruseorsale, as part of the acquisition cost. Other borrowing costs
arerecognised as expenses in the period in which they arise.

CASH FLOW STATEMENT AND CASH
AND CASH EQUIVALENTS

The cash flow statement has been prepared using the indirect
method. The reported cash flow includes only those transactions
that have resulted in receipts or payments. Cash and cash equiva-
lents include cash in hand, deposits held on call with banks and
short-term, highly liquid investments with original maturities of
three months or less. In both 2013 and 2012, cash and cash equiv-
alents were comprised solely of cash in hand and deposits held on
call with banks.

TANGIBLE FIXED ASSETS

Land and buildings comprise, primarily, factories and offices. Tangi-
ble fixed assets are stated at acquisition cost, less accumulated
depreciation. The acquisition cost includes expenditure that is
directly attributable to the acquisition of the items. Additional
expenses are included in the asset’s reported value, or are reported
asaseparate asset, depending onthe more appropriate alternative,
only when it is likely that the future economic benefits associated
with the asset will accrue to the Group, and when the asset’s acqui-
sition cost can be measured in a reliable manner. All other forms of
repairs and maintenance are reported as expenses in the income
statement during the period in which they arise.

Nodepreciation is reported for land. In order to distribute the dif-
ference between acquisition cost and estimated residual value, the
depreciation of other assets is undertaken on a straight-line basis
according to plan over the estimated useful life, as follows:

Buildings 25years
Permanent equipment, service facilities etc.

in buildings 10—-20years
Land improvements 20 years
Machinery and equipment 5-10years
Vehicles, IT systems 5years
Computers and tools 3years

Theassets’ residual values and useful lives are reviewed and adjusted,
ifapplicable, at each balance sheet date.

An asset’s reported value is immediately written-down to its
recoverable amount if the asset’s reported value exceeds the esti-
mated recoverable amount.

INTANGIBLE FIXED ASSETS
RESEARCH AND DEVELOPMENT

The Group incurs no expenses for research. Expenses which have
arisen in conjunction with development projects (attributable tothe
development of new luminaires) are reported in the Group as intan-
gible fixed assets when it is likely that the project will be successful,
in terms of its commercial and technical possibilities, and when the
expenses in question can be measured in a reliable manner. Other
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development expenses are written off as they arise. Development
expenses that have previously been expensed are not capitalised as
assets in subsequent periods.

Capitalised development expenditure with a limited useful life is
written-off on a straight line basis from the point in time at which
commercial production can be initiated. Amortisation is reported
during the asset’s expected useful life, which is usually three to five
years. Amortisation is included in the income statement under the
item “Costs of goods sold”. Capitalised development expenditure is
included under the item “Other intangible fixed assets”.

GOODWILL

Goodwill consists of the amount by which the acquisition cost exceeds
thefairvalue of the Group’s participation in the acquired subsidiary’s
orassociate’s identifiable net assets at the point in time of the acqui-
sition. Goodwill on the acquisition of subsidiaries is recognised as an
intangible asset. Goodwill is tested annually for write-down require-
ments and is recognised at acquisition cost less accumulated write-
downs. The profit or loss onthe sale of an entity includes the remain-
ing reported value of goodwill referring to the entity sold.

Goodwill is allocated to cash generating units, following the
assessment of any write-down requirement. This allocation is made
tothe cash generating units which are expected to benefit from the
business combination which has given rise to the goodwill item. The
Fagerhult Group allocates goodwill to all lines of business.

TRADEMARKS

The item mainly includes assets in the form of trademarks which
have arisen in conjunction with the acquisition of subsidiaries. These
are valued at the fair value on acquisition date and thereafter, less
amortisation and write-downs. Trademarks are amortised over their
estimated useful life or, in cases where the trademark has an indef-
inite useful life, there is an annual test for write-down requirements.

WRITE-DOWNS OF NON-FINANCIAL ASSETS

Assets which have an unknown useful life are not depreciated/amor-
tised but, instead, are tested yearly for any possible write-down
requirement. Assets which are depreciated/amortised are assessed
in terms of write-downs whenever events or changes in business
relations indicate thatthe reported valueis not recoverable. In those
cases in which the reported value exceeds the recoverable amount,
the reported value is immediately written-down to the recoverable
amount. The recoverable amount is the greater of an asset’s fair
value, reduced by the selling expenses and the asset’s value in use.
During the assessment of write-down requirements, the assets are
grouped together at the lowest level at which there are separate,
identifiable cash flows (cash-generating units).

FINANCIAL INSTRUMENTS
The Group classifies its financial instruments in the categories

“Financial assets at fair value through profitand loss”, “Available-for-
salefinancial assets” and “Loans receivable and accounts receivable”.
The classification of financial assets is dependent on the purpose for
which the financial asset was acquired. Company management
determines the classification of the financial asset when it is first
reported and, thereafter, re-examines the decision in conjunction
with each reporting occasion.

Financialinstruments reported in the balance sheetinclude cash
and bank balances, receivables and operating liabilities.

Loans receivable and accounts receivable are non-derivative
financial assets with determined or determinable payments which

ACCOUNTING PRINCIPLES

are not listed on an active market. These characteristically arise in
conjunction with the Group providing funds, goods or services
directly to a customer without the intention to trade in the receiv-
ables. These are included in current assets with the exception of
items with a maturity date later than 12 months after the balance
sheet date, which are classified as fixed assets. Loans receivable and
accounts receivable are included in the items “Other non-current
receivables”, “Accounts receivable —trade” and “Other receivables”
in the balance sheet. Loans receivable and accounts receivable are
initially reported at fair value and, thereafter, at accrued acquisition
costonthe basis of the effective interest method. Where necessary,
provisions have been made for write-downs.

Financial liabilities areinitially valued at fair value, net after trans-
action costs, and thereafter, at accrued acquisition cost. The cate-
gory “Financial liabilities” includes the items Borrowings, Accounts
payable—trade, and Other liabilities.

Purchases and sales of financial instruments are reported on the
trade date, thatis, the date on which the Group commits itselfto pur-
chase or sell the asset. Financial instruments are initially valued at
fairvalue plus transaction costs, which applies to all financial assets
which are not valued at fair value in the income statement. Finan-
cial assetsvalued at fair value through profitand loss are initially val-
ued at fair value, while applicable transaction costs are reported in
theincome statement. Financial instruments are removed from the
balance sheet when the right to receive cash flows from the instru-
ments has expired or been transferred, and the Group has trans-
ferred all of the risks and benefits associated with the right of own-
ership. Available-for-sale financial assets and financial assets valued
at fair value through profit and loss are reported after the time of
purchase at fairvalue. Realised and unrealised gains and losses result-
ing from changes in fair value attributable to the category financial
assetsvalued at fair value through profitandloss are included in the
income statementin the period during which they arise.

The Group makes an assessmentat each balance sheet dateasto
whetherthereis objective evidence thata write-down requirement
exists for a financial asset or group of financial assets.

Derivative instruments are reported in the balance sheet on the
contract date and are valued at fair value, both initially and following
subsequent re-valuations. Derivative instruments are not used for
the reporting of hedging. Changes in fair value are, therefore, reported
immediately in the income statement under Operating profit.

EQUITY

Transaction costs which are directly applicable to the issue of new
shares or share options are reported, net after tax, in equity, with a
deduction for the proceeds of the issue. In the case of a repurchase
of shares, profit brought forward reduced by the amount paid for the
shares. When own shares are sold, profit brought forward increases
by the amount received.

REMUNERATION TO EMPLOYEES
PENSION COMMITMENTS

Within the Group, there are both defined contribution plans and
defined benefit plans. A defined benefit plan is a pension plan stip-
ulating a determined amount of pension benefit which the employee
receives after retirement, usually based on several factors, such as
age, length of service or salary. Adefined contribution planis a pen-
sion plan according to which the Group pays a fixed amount to a sep-
arate legal entity and, therewith, has no obligation to pay additional
premiums. Costs for employees’ services during current or previous
periods impact the Group’s profit.
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In defined benefit plans, employee benefits and former employee
benefits are based on the employee’s salary at the point of retire-
ment and on the number of years of service. The Group carries the
risk of the benefits being paid out.

The liability which is reported in the balance sheet and attributed
to defined benefit plans is the present value of the defined benefit
obligations at balance sheet date less the fair value of investment
assets, adjusted for non-reported actuarial profits/losses for service
during previous periods. The defined benefit obligations are calcu-
lated yearly by an independent actuary, applying the so-called pro-
jected unit credit method. This method allocates pension costs in
pace with the employees’ execution of services for the Company,
which increases their right to future remuneration. The Company’s
obligations are valued at the present value of the expected future
payments, utilising a discount rate corresponding to interest on first
class corporate bonds. The mostimportantactuarial obligations are
specified in Note 19.

Actuarial profits and losses can arise in the determination of the
present value of the obligations. These can arise either due to the
fact that the current circumstances deviate from previously-made
assumptions, or because the assumptions have changed, in which
casetheseitemsare reported in Other comprehensive incomeinthe
period in which they arise. Costs of employment for previous peri-
ods are reported directly in the income statement.

For defined contribution plans, the Group pays premiums into a
publicor privately administered pension insurance plan on an oblig-
atory, contractual or voluntary basis. The Group has no additional
payment obligations when these premiums are paid. The premiums
arereported as pension costs when they mature. Prepaid premiums
are reported as assets to the extent that cash repayment or a
decrease in future payments of such may benefit the Group.

SHARE-BASED PAYMENT

The Group has a share savings programme, which is recognised as a
programme settled through equity. The cost of the programme is
calculated on the basis of the allocated shares’ fair value at the time
of allocation and is amortised over the term of the programme. In
those cases in which the programme may lead to costs in the form
of social security contributions, the Group reserves the social secu-
rity contributions on an on-going basis at fair value, allocated over
the term of the programme.

REMUNERATION FOLLOWING TERMINATION

Remuneration following termination is payable when an employee’s
period of employment is terminated prior to the normal pensionable
age orwhenanemployeevoluntarily accepts termination of employ-
ment in exchange for such remuneration. The Group reports sever-
ance pay when there is a demonstrable obligation either to termi-
nate the employment according to a detailed, formal plan without
the possibility of reinstating the employment, orwhenitis required
to provide remuneration following the termination of employment
asaresultofan offertoencourage voluntary termination of employ-
ment. Benefits maturing more than 12 months from the balance
sheet date are discounted to present value.

PROVISIONS

Provisions are recognised when the Group has a statutory or infor-
mal obligation to do so as a result of events that have arisen, when
itis more probable that an outflow of resources is required to settle
the obligation than would have been required if payment were not

made, and when it has been possible to calculate the amountin a
reliable manner.

Ifthere are a number of similar obligations, an assessment is made
of the probability that an outflow of resources will be required to set-
tle the entire Group’s obligations. A provision is reported even if the
probability of an outflow for a special item in this group of obliga-
tions is minimal.

EARNINGS PER SHARE

Earnings per share are calculated as net profit/loss for the year in
accordance with the income statement in relation to the average
number of outstanding shares before and after dilution.

SEGMENT REPORTING

Operating segments are reported in a manner consistent with the
internal reporting provided to the ultimate decision-making body.
The ultimate decision-making body is that function responsible for
allocating resources and assessing operating segment results. The
Group hasidentified this function as the CEO who makes the strate-
gic decisions.

Expenses attributable to a particular segment are comprised of
both direct expenses anda portion of Group-wide expenses. Unspec-
ified expenses represent Group-wide expenses. Segment assets con-
sist mainly of intangible assets, tangible fixed assets, inventories and
accounts receivable — trade. Segment liabilities consist mainly of
accounts payable —trade and accruals and deferrals.

DIVIDENDS

Dividends to AB Fagerhult’s shareholders are recognised as liabilities
inthe Group’s annual accounts in the period in which the dividends
have beenresolved upon by the shareholders in the Parent Company.

PARENT COMPANY’S ACCOUNTING PRINCIPLES

The Parent Company’s annual accounts have been prepared in
accordance with the Swedish Annual Accounts Act and the Swedish
Financial Accounting Standards Council’s recommendation RFR 2.
RFR 2 stipulates that the Parent Company shall, in its annual
accounts, apply International Financial Reporting Standards (IFRS)
asadopted by the EU, to the degree that it is possible to comply with
the framework of the Swedish Annual Accounts Act, and with regard
to the relationship between accounting and taxation. RFR 2 stipu-
lates those exceptions and amendments to be made in relation to
IFRS. Identified differences between accounting principles in the
Group and the Parent Company mainly refer to IAS 12 Income tax.
The amounts transferred to untaxed reserves constitute taxable
temporary differences. Due to the relationship between accounting
and taxation, deferred tax liabilities applicable to untaxed reserves
are not disclosed separately in the Parent Company. Accordingly,
these are reported in their gross amounts in the balance sheet. Bal-
ance sheetappropriations are reported at gross value in theincome
statement.

Group contributions are reported according to their financial
content, which implies that they are equalised with dividends in the
Parent Company.

SIGNIFICANT ESTIMATES AND ASSUMPTIONS

The preparation of the annual accounts requires that qualified esti-
mations and assessments be made for accounting purposes. Fur-
thermore, Company management undertakes assessments in the
application of the Group’s accounting principles. Estimates and
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assessments can affect theincome statementand the balance sheet,
as well as any additional information which has been reported in the
annual accounts. Consequently, changes in valuations and assess-
ments can lead to changes in the annual accounts.

CONSIDERATION OF WRITE-DOWN REQUIREMENTS
FOR GOODWILL

Forthe Group, it has been determined that the estimates and assess-
ments made in connection with assessment of write-down require-
ments on goodwill are of significance for the consolidated accounts.
The Group conducts reviews on an annual basis to determine whether
there is a requirement for the write-down of reported values. The
recoverable amount of cash-generated units is determined through
the assessment of value in use. These assessments are based on cer-
tain assumptions regarding the future which, for the Group, are asso-
ciated with a risk of material adjustments of reported values during
the forthcoming financial year. Significant assumptions and the
effects of reasonable changes of such are stated in Note 10.

If the estimated cost of capital applied in determining the dis-
count rate before tax for the cash-generating units had been 1%
higher (e.g. 12% instead of 11%) than the management’s assessment,
theincreaseinthe cost of capital would not have resulted in a write-
down requirement.

APPLICATION OF NEW OR REVISED STANDARDS

Changes in accounting principles and disclosures

New and revised standards applied by the Group

None of the IFRS or IFRIC interpretations that are mandatory for the
first time the financial year beginning on 1 January 2013 have had
any material impact on the Group.

IAS 1 "Presentation of Financial Statements”, amendment regarding
other comprehensive income

The most significant change tothe amended IAS 1 is the requirement
that the items reported under “Other comprehensive income” are to
be classified according to two categories. This classification is based
on whether or not the items can be reclassified to an item in the
income statement (reclassification adjustments). The amendment
does not address the matter of which items are to be included in
“Other comprehensive income”. The application of theamendment
has led to more headings in Other comprehensive income.

IFRS 13 "Fair Value Measurement”

Aims at more consequent and less complex valuations at fair value
by providing an exact definition and a common source in IFRS for val-
uations at fair value and associated disclosures. The standard pro-
vides guidance regarding valuations at fair value for all types of
assets and liabilities, both financial and non-financial. The require-
ments do not extend the area of application for when the fair value
should be applied but provides guidance regarding the manner in
which it should be applied in areas where other IFRS already require
orallow valuation at fair value. The standard has implied additional
disclosures.

ACCOUNTING PRINCIPLES

Amendments to IAS 36 "Impairment of Assets”

Address the disclosure of information regarding the calculation of
the recoverable amount of written-down assets if that amount is
based on fair value less costs of disposal. The Group has decided to
apply this standard as of 1 January 2013 and the standard has not
had an effect on the annual accounts.

New standards, amendments and interpretations of current
standards that have not been early-adopted by the Group
Anumber of new standards and changes of interpretations and cur-
rent standards come into effect for financial years beginning after
1January 2013 and have not been applied in the preparation of the
Group’sannual accounts. None of these standards or interpretations
are expected to have any material effect on the Group’s annual
accounts, with the exception of the following:

IFRS 10 "Consolidated Financial Statements”

The aim of IFRS 10 is to establish principles for the preparation and
presentation of consolidated accounts when an entity controls one
or more other companies. The standard defines the concept of con-
troland establishes control as the basis for consolidation. The stand-
ard provides guidance for determining whether an entity controls
another and therefore mustinclude this company inits consolidated
accounts. The standard also specifies the manner in which the con-
solidated accounts are to be prepared. The Group intends to apply
the amendments no later than the financial year beginning 1 Janu-
ary 2014 and has not yet evaluated the full effects on the annual
accounts.

IFRS 12, “Disclosures of Interests in Other entities”

IFRS 12 includes disclosure requirements for subsidiaries, joint
arrangements, associated companies and “structured entities”
which have not been consolidated. The Group intends to apply the
changes no laterthe financial year beginning 1 January 2014 and has
notyet evaluated the full effects on the annual accounts.

IFRS 9 “Financial Instruments”

IFRS 9 is the first standard issued as a stage in the major project to
replace IAS 39.IFRS 9 retains but simplifies the model with multiple
evaluation criteria based on two primary measurement categories:
accrued acquisition cost and fair value. Classification is based on the
Company’s business model and the characteristics of the contrac
tual cash flows.

The guidance provided in IAS 39 regarding the testing of financial
assets and hedge accounting for write-down requirements contin-
ues to apply. The Group intends to apply the changes no later than
the financial year beginning 1 January 2015 and has not yet evalu-
ated the full effects on the annual accounts.
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Notes

Note1 | Segment reporting

Northern UK, Ireland and Asiaand
Europe the Middle East Other Europe Australia Other Eliminations Total

2013 2012 2013 2012 2013 2012 2013 2012 2013 2012 2013 2012 2013 2012

Net sales and income

Net sales 1716.2 16859 848.0 8315 7371 6505 1675 2276 -373.6 —310.4 3095.2 30851
(of which sales in Sweden) (351.5) (300.5) (10.4) (5.3) (11.7) (4.6) (0.0) (0.0) —(373.6) —(3104)  (0.0)  (0.0)
Operating profit by line of business 121.2 993 951 777 734 613 147 273 =269 141 2775 2515
Unclassified costs 0.0 0.0
Operating profit 2775 251.5
Financialincome 1.4 39
Financial expenses =319 -415
Tax expenses for the year —64.4 -54.8
Net profit for the year 182.6 1591
Other disclosures

Fixed assets 4084 3506 3464 3382 5634 5458 801 94.7 1398.3 13293
Other assets 8091 693.6 370.8 355.8 3039 2438 82.0 83.6 126.5 429 -278.6 —-141.3 1413.7 1278.4
Unclassified assets 8.8 15.7
Total assets 2820.8 2623.4
Liabilities 408.3 362.3 208.0 1909 163.6 130.8 39.5 41.3 14.3 74 1396 -118.8 6941 6139
Unclassified liabilities 1096.9 1081.6
Total liabilities 1791.0 1695.5
Investments 35.5 671 151 18.3 9.3 7.5 5.2 0.8 65.1 93.7
Depreciation/Amortisation 58.7 54.8 14.4 13.2 11.3 1.2 41 5.6 88.5 84.8

Sales per market 1 -

Sweden 7223 780.7 0.1 3.9 24 726.2 7832
UK 2.0 14 7344 738.0 12.8 9.3 749.2 7487
Germany 10.2 3.6 8.4 57 2920 2692 310.6 278.5
Norway 208.6 2413 01 1.2 1.7 209.8 2431
Australia 6.0 73 1629 2194 1689 226.7
Netherlands 0.8 01 1.2 1.2 1347 1298 136.7 1311
Finland 153.0 1437 0.3 153.0 1440
Denmark 1271 1203 01 0.3 127.2  120.6
United Arab Emirates 85.0 62.3 174 18.0 1024  80.3
Spain 0.5 1.0 84.0 88.0 84.5 89.0
Russia 79.3 58.3 29 0.7 82.2 59.0
France 6.6 0.7 01 0.3 74.5 39.4 81.2 404
Other 543 343 85 185 959 795 4.6 8.2 163.3 1405
Total 1364.7 13854 8376 826.2 7254 6459 1675 2276 = - = — 3095.2 30851

Fixed assets per market

Sweden 286.3 3041 286.3 3041
UK 346.2 338.0 346.2 338.0
Germany 504.2 486.3 504.2 486.3
Australia 80.1 94.7 80.1 94.7
Finland 76.7 0.8 76.7 0.8
Chine 146 144 146 144
Other 30.8 31.3 0.2 0.2 59.2 59.5 90.2 910
Total 408.4 350.6 346.4 338.2 5634 5458 80.1 94.7 - - - —1398.3 1329.3
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Fagerhult has chosen to divide its operations into four business areas
based on geographical regions, as well as one business area covering
other activities:

—Northern Europe. This business area is comprised of the Group’s units and
companies in the Nordic countries, the Baltic countries and Russia. This
area alsoincludes the factory in China, which engages in manufacturing
and purchasing. In Sweden, operations are comprised of development
work, manufacturing and sales, while operations in other markets, with
the exception of China and Finland, comprise only of sales. During the
third quarter of 2013, I-Valo Oy, which engages in the development, man-
ufacture and sale of lighting systems, was added to the business area.
Other units engage in sales activities.

— UK, Ireland and the Middle East. This business area comprises our compa-
niesin England and Ireland, as well as operations in the Middle East.

NOTES

Whitecroft Lighting and Designplan Lighting engage in the development,
manufacture and sale of lighting systems. Other units engage in sales
activities.

—Other Europe. This business area includes operations in Germany, the
Netherlands, France, Spain, Poland and Slovakia. The dominant unit in the
segment is the company LTS Licht & Leuchten in Germany, which engages
inthe development, manufacture and sale of lighting systems. Other
units engage in sales activities.

—Asia and Australia. This business area is mainly comprised of operations
in Australia, where, in addition to sales, manufacturingis also under-
taken.

—Other. This business area is mainly comprised of the Parent Company and
certain Group-wide functions.

Information per product area SALES

2013 2012
Indoor Lighting 2,012.0 2,064.7
Retail Lighting 881.5 801.9
Outdoor Lighting 201.7 218.5
Total 3,095.2 3,085.1

Indoor Lighting. This product area includes sales of indoor lighting for public environments, such as offices, schools, hospitals, industries, etc.
Retail Lighting. This product area includes sales of lighting systems, light sources and service to retail environments.
Outdoor Lighting. This product area includes sales of outdoor products for the lighting of buildings, parks, recreational areas, pathways, etc.

Note2 | Salaries, other remuneration and social security contributions
Salaries and other Social security
remuneration contributions (of which pension costs)
2013 2012 2013 2012 2013 2012
Parent Company 1.9 10.0 9.8 7.0 (4.2) (3.2)
Subsidiaries 765.4 751.7 191.4 201.7 (39.9) (44.4)
Group 777.3 761.7 201.2 208.7 (44.) (47.6)
Salaries and other remuneration to members of the Board, the Chief Executive Officer and senior management
2013 2012
Salaries (of which Salaries (of which
andother  variablere-  Pension andother  variablere- Pension
remuneration muneration) expenses remuneration muneration) expenses
Parent Company, 10 (9) employees 10.5 (2) 2.2 8.0 (0.0) 2.0
Subsidiaries, 24 (23) employees 30.0 (3.6) 2.2 28.3 (2.1) 21
Group 40.5 (5.7) 44 36.3 (2.) 41
Remuneration to senior management during the year:
Basicsalary / Variable Other Pension Share-based
Remuneration remuneration  benefits costs payment Total
Parent Company
Chairman of the Board, Jan Svensson 0.4 - - - - 0.4
Board Member, Eric Douglas 0.3 - - - - 0.3
Board Member, Anna Malm Bernsten 0.2 - - — - 0.2
Board Member, Bjorn Karlsson 0.2 - - - - 0.2
Board Member, Catherina Fored 0.2 - - - - 0.2
Board Member, Fredrik Palmstierna 0.2 - - - - 0.2
CEO 34 13 01 1.2 - 6.0
Other senior management (3 individuals) 3.5 0.8 01 1.0 - 5.4
8.4 21 0.2 2.2 - 12.9
Subsidiaries
Other senior management (3 individuals) 4.4 1.2 03 0.8 - 6.7
Group 12.8 3.3 0.5 3.0 - 19.6
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Remuneration to the Board of Directors was determined at the 2013
Annual General Meeting. No additional remuneration has been paid to the
Board of Directors, with the exception of remuneration for travel expenses.
Other senior management refers to the Group management and those
individuals responsible for the various business areas. Other benefits refer
tocompany cars.

Remuneration policy

The Chairman of the Board and Board members receive remuneration in
accordance with the resolutions of the Annual General Meeting. Remunera-
tion is not paid to members of the Board employed within the Group.

Remuneration tothe CEOis determined by the Board on the basis of pro-
posals made by the Remuneration Committee. Remuneration to other senior
management has been determined by the CEQ in consultation with the
Remuneration Committee.

Remuneration to the CEO and other senior management consists of
basicsalary, variable remuneration, company car benefits and pensions.
The distribution of payment between basic salary and variable remunera-
tionistobein proportion to the senior manager’s responsibilities and
authority.

Variable remuneration to the CEO is maximised at the equivalent of 50
percent of fixed salary. The variable salary is based on the Group’s earnings
per share. In addition to the annual bonus, the CEO is covered by the share
savings programme described below.

For other senior management, variable remuneration is maximised at
20-40 percent of the basic salary. Variable remuneration is typically based
on improvement, compared to the previous year, in terms of each individu-
al’s respective responsibility for operating profit, the Group’s earnings per
share and the outcome of individual activity plans.

Pensions

The retirement age of the CEO and other senior management is 65. Defined
contribution pension insurance at an amount corresponding to 35 percent
of the fixed annual salary is paid for the CEO. Pension benefits for other sen-
ior management are paid within the framework of current supplementary
pension plans (ITP) for salaried employees.

Severance Pay
The period of notice of termination for the CEO is 6 months if termination is
initiated by the Company and 6 months if initiated by the CEO. If termina-

tion is initiated by the Company without reason for termination, the CEO is
entitled to severance pay corresponding to 12 monthly salaries. Severance
pay is deducted against other earned income.

For other senior management, the period of notice is 12 months if initi-
ated by the Company, and 6 months if initiated by the employee. There is
no specificagreement regarding retirement age, future pension or sever-
ance pay to Board members and other senior management.

Share Savings Programme

The Company’s 2012 Annual General Meeting resolved to implement a per-
formance based incentive programme for senior management and a num-
ber of key employees within the Group. The intention is to implement three
annual programmes and, at the 2013 AGM, the decision was taken on a sec-
ond programme. A total of 27 people were offered the opportunity to par-
ticipate, of which 25 accepted. In the second programme, 29 people were
offered the opportunity to participate, of which 20 accepted. Participation
inthe programme requires a personal investment in Fagerhult shares. Fol-
lowing, under normal circumstances, a three-year vesting period, a cost-
free allocation of shares in Fagerhult can be made to the participants, pro-
vided that certain conditions are met. Under the terms of the programme,
participants have acquired a total of 20,200 shares in Fagerhult.

Atotal of approximately 72,600 share rights have been allocated to partici-
pants in the programme, of which 15,355 have been allocated to the CEO
and 20,519 to other senior management. Thus, a maximum of 72,600
Fagerhult shares can be allocated under the terms of the programme. In
order for the share rights to be eligible for the allotment of shares, partici-
pants are required to remain in employment within the Group and to retain
their entire investment in Fagerhult shares acquired within the framework
of the programme during the vesting period. Certain of the allocated share
rights (so-called performance share rights) also require that a financial per-
formance goal, related to Fagerhult’s average earnings per share for the
financial years 2012-2013, has been achieved, in order for the allocation of
shares to be executed, whereas the financial performance target for the
2013 programme targets the average earnings per share for the financial
years 2013-2014. The valuation of the allocated share rights is based on the
market price of the shares at the time of allotment, with a deduction for
thelack of dividend. Total expenses attributable to the programme for the
year amounted to MSEK 2.7.

Note 3 | Interestincome and similar profititems
GROUP PARENT COMPANY
2013 2012 2013 2012
Interestincome 1.7 2.2 13.3 01
Exchange rate gains 0.8 17 21 0.7
Total 2.5 3.9 15.4 0.8
of which Group companies 13.2 -
Note4 | Interest expensesand similar loss items
GROUP PARENT COMPANY
2013 2012 2013 2012
Interest expenses 269 335 209 17.7
Exchange rate losses 2.0 7.0 1.5 01
Other financial expenses 41 1.0 2.5 0.5
Total 33.0 415 24.9 18.3
of which Group companies 0.4 -
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Note5 | Accounts receivable - trade

GROUP PARENT COMPANY
2013 2012 2013 2012
Maturity analysis of outstanding accounts receivable
Accounts receivable, not yet due 425.8 363.7 - -
Due accounts receivable without write-down requirement:
<3 months 1323 115.4 = -
3-12 months 15.0 131 = -

Due accounts receivable with write-down requirement:

<3 months 0.8 0.4 - -
3-12 months 5.9 37 - -
>12 months 27 10.6 = -

9.4 14.7 - -
Provisions for doubtful debts -9.4 -14.7 - -
Book value 577.4 494.8 - -

Changeinreserve for doubtful debts

Openingreserve -14.7 —8.6 = -
Reclassifications 4.5 -4.2 3 -
Established losses 73 47 3 -
Reversed, unutilised provisions 1.0 0.9 - -
Provisions for the year =17 7.8 = -
Translation differences 0.2 0.3 3 -
Closing reserve -9.4 -14.7 = -

Note 6 | Income from shares in subsidiaries

GROUP PARENT COMPANY
2013 2012 2013 2012
Group contributions received and dividends B - 169.5 891

Note 7 | Depreciation/amortisation and write-downs

Amortisation of intangible assets in the Group amounts to MSEK 14.9 (13.2) Write-downs amount to 0.0 (0.0). Depreciation/amortisation and write-

and depreciation of tangible fixed assets amounts to MSEK 73.6 (71.6). downs are specified per function in the income statement as follows:
GROUP PARENT COMPANY

2013 2012 2013 2012

Trademarks

Costs of goods sold 2.8 3.0 = -

Total 2.8 3.0 = -

Otherintangible assets

Costs of goods sold 11.0 91 - -

Selling expenses 0.4 0.4 = -

Administrative expenses 0.7 0.7 . -

Total 121 10.2 = -
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GROUP PARENT COMPANY
2013 2012 2013 2012
Land and buildings
Costs of goods sold 4.2 4.0 = -
Selling expenses 1.5 13 = -
Administrative expenses 0.8 0.7 . -
Total 6.5 6.0 = -
Plant and machinery
Costs of goods sold 391 40.9 = -
Total 391 40.9 = -
Equipment, fixtures and fittings
Costs of goods sold 14.2 10.5 = -
Selling expenses 9.2 9.6 = -
Administrative expenses 4.6 4.6 3 -
Total 28.0 24.7 = -
Note 8 | Taxon profit for the year
GROUP PARENT COMPANY
2013 2012 2013 2012
Currenttax 66.7 56.3 131 7.0
Change due to alteration of tax rate in Sweden = —4.2 = -
Deferred tax -2.3 2.7 = -
Total 64.4 54.8 131 7.0
Difference between the Group’s tax expenses and tax expenses based on current rates
Reported profit before tax 247.0 213.9 1331 46.2
Tax according to current tax rates 543 56.3 293 12.2
Change due to alteration of tax rate in Sweden = -4.2 = -
Tax effect of non-deductible expenses 2.2 1.4 0.2 01
Tax effect of non-taxable income -0.5 -01 -16.4 =53
Effect of foreign tax rates 8.4 1.4 = -
Tax on profit for the year reported in the income statement 64.4 54.8 131 7.0
Note9 | Deferred tax
GROUP PARENT COMPANY
2013 2012 2013 2012
Deferred tax expenses/income for the year
Deferred tax income referring to temporary differences -5.2 5.6 = N
Deferred tax expenses referring to temporary differences 29 83 = -
Change due to alteration of tax rate in Sweden = -4.2 = -
Total -2.3 2.7 = -

Temporary differences
Temporary differences referring to the following items have resulted in deferred income tax liabilities and deferred tax assets. These items have indefi-
nite useful lives.

Deferred income tax liabilities

Surplus inacquired subsidiaries 36.1 34.2 3 -
Otherintangible assets 2.4 1.6 = -
Buildings 1.9 2.0 = -
Plantand machinery 0.8 1.6 = -
Inventories = 0.3 = -
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GROUP PARENT COMPANY

2013 2012 2013 2012
Current receivables 0.4 01 = -
Untaxed reserves 20.7 19.3 3 -
Current liabilities 1.4 1.4 3 -
Total deferred income tax liabilities 63.7 60.5 0.0 0.0
Deferred tax assets
Plant and machinery 1.0 0.8 = -
Other financial assets = - = -
Inventories 3.9 21 3 -
Current receivables 0.7 43 = N
Pension provisions 31 25 3 -
Current liabilities 4.8 3.2 = -
Total deferred tax assets 13.5 12.9 0.0 0.0
Temporary differences referring to investments in subsidiaries for which deferred tax liabilities
have not been reported, as a sale would not result in taxation. 5931 530.8 - -
Note10 | Intangible assets

GROUP PARENT COMPANY

2013 2012 2013 2012
Goodwill
Opening acquisition cost 852,3 8776 3 -
Acquisition of subsidiaries 49,2 - - -
Translation differences 13,4 =253 3 -
Closingaccumulated acquisitioncost T oae ss23 - L
Opening write-downs 0,0 0,0 - -
Closingaccumulated write-downs T T 00T g
Book value 914.9 852.3 N -
Trademarks
Opening acquisition cost 123.0 126.2 3 -
Acquisition of subsidiaries 8.8 - 3 -
Translation differences 3.6 -3.2 = -
Closing accumulated acquisition costs 135.4 123.0 = -
Opening amortisation =211 -18.4 3 -
Amortisation for the year -2.8 -3.0 = -
Translationdifferences . 2 Y- N
Closing accumulated amortisation -24.5 -211 = -
Book value 110.9 101.9 - -
Otherintangible assets
Opening acquisition cost 103.8 96.1 . -
Purchases 11.2 . = -

ion differences

Closing accumulated acdws&ion costs o d 03, = -
Opening amortisation —82.8 =737 = -
Amortisation for the year =121 -10.2 = -
Translation differences 1.3 11 = -
Closingaccumulated amortisaton . —;e w8 - o
Book value 20.3 21.0
The item Trademarks includes trademarks with book values of MSEK 75.6 capitalised expenditure for product development which is internally gener-
(64.5) and indefinite useful lives. These assets are subject to testing for ated, at a book value of MSEK 10.2 (7.3).
write-down requirements. The item “Other intangible assets” includes
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GROUP PARENT COMPANY
2013 2012 2013 2012
Construction in progress and advance payments
Opening acquisition cost 0.0 - 3 -
Costs capitalised during the year 1.7 - = -
Book value 1.7 - = -

Testing of write-down requirements regarding goodwill and trademarks with indefinite useful life
Goodwill and trademarks (with indefinite useful life) are distributed amongst the Group’s cash generating units (CGU) and are classified per segment
according to the following.

PARENT COMPANY
2013 2012
Northern Europe 146.7 873
UK, Ireland and the Middle East 247.4 241.6
Other Europe 531.4 512.0
Asia and Australia 65.0 75.9
Total 990.5 916.8
Each year, the Group performs a test of each cash-generating unit in order Expenses
to assess whether a write-down requirement exists in accordance with the The forecast of personnel costs is based on the expected inflation rate, spe-
applied accounting principles. The recoverable amount for each CGU is cificincreases in real salary (historical average) and the planned streamlin-
determined by calculating the value in use, which is comprised of the pre- ing of the Company’s production. The forecast is in accordance with previ-
sentvalue of estimated future payments expected to arise from the asset ous experience and external sources of information.
during its useful life, including the calculated residual value at the end of its
useful life. These calculations assume estimated future cash flows based on Exchange rates
financial forecasts for the coming five-year period, as approved by manage-  Exchange rate forecasts are based on the current listed exchange rates and
ment. To extrapolate cash flows beyond this period, a growth rate of 2 per- on listed forward rates. The forecast is in accordance with external sources
cent has been applied, which is deemed to be a conservative estimate. The of information.
direct method of reporting operating cash flows has been applied.
Management has designated a budgeted operating margin based onthe  Assumptions applied
previous results and on expectations of future market development. The Discount rate before tax of 11 percent.
discount rate after tax which has been applied is 11 (11) percent. At the
moment, the risk-free rate is historically low. As risk premiums on the stock Exchange rates:
market are deemed to be at a long-term normal level, this means, overall, NOK1.10, DKK 1.17, EUR 8.70, GBP 10.30.
that the discount rate from the previous year is retained. It is estimated that
the discount rate can be applied to all segments as the circumstances are,at ~ Sensitivity analysis
the moment, similar. The recoverable amount exceeds the reported value of goodwill by a signifi-
cant margin. This also applies to each individual assumption provided that:
Significant assumptions — thediscount rate before taxes would have been 12 percent
Market share and growth — theestimated growth rate applied to extrapolate cash flows beyond the
The current market share has been applied to future periods. Forecasts are budgeted period would have been 0 percent.
based on previous experience and on external sources of information. The
estimated growth rate applied to extrapolate cash flow beyond the budget
period is 2 percent.
Note11 | Tangible fixed assets
GROUP PARENT COMPANY
2013 2012 2013 2012
Land and buildings
Opening acquisition cost 173.6 169.6 3 -
Acquisitions of subsidiaries 4.0 - 3 -
Purchases -6.5 49 = -
Sales 11 - - -
Tr ion differences

Opening depreciation

Acquisitions of subsidiaries 01 - 3 -
Depreciation for the year —-6.5 —6.0 = -
Sales 11 - = -
Translation differences -0.3 0.6 = -
Closingaccumulated depreciation B A
Book value 86.4 81.9 = -
of which land 3.8 3.8 = -
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GROUP PARENT COMPANY

2013 2012 2013 2012
Plant and machinery
Opening acquisition cost 644.7 6111 3 -
Acquisitions of subsidiaries 41 - 3 -
Purchases 29.9 451 = -
Sales and disposals 2.7 -4.2 = -
Translation differences 31 -7.3 = -
Closingaccumulated acquisitioncost 6791 6447 - -
Opening depreciation —476.3 —444.5 3 -
Acquisition of subsidiaries -0.7 - = -
Depreciation for the year -391 -40.9 = -
Sales and disposals 2.7 4.2 = -
Translation differences -2.8 49 = -
Closingaccumulated depreciation 5162 4763 - -
Book value 162.9 168.4 = -
Equipment, fixtures and fittings
Opening acquisition cost 304.9 280.9 . -
Purchases 17.5 34.4 = -
Sales and disposals 5.2 —4.5 = -
Translation differences 5.4 -5.9 = -
Closingaccumulated acquisition cost 326 3049 - -
Opening depreciation —220.7 —205.0 = -
Depreciation for the year -28.0 —24.7 = -
Sales and disposals 3.8 41 = -
Translation differences —4.8 4.9 = -
Closingaccumulated depreciation 497 207 - -
Book value 72.9 84.2 = -
Constructions in progress and advance payments
Opening acquisition cost 4.2 17.9 b -
Acquisition of subsidiaries 1.0 - = -
Expenses accrued during the year 2.3 34 = -
Reclassifications to buildings/machinery 31 —17.2 = -
Translation differences 0.2 01 = -
Book value 10.8 4.2 = -
Note12 | Financial fixed assets

GROUP PARENT COMPANY

2013 2012 2013 2012
Shares and participations in subsidiaries
Opening acquisition cost B - 616.3 616.3
Book value = - 616.3 616.3
Receivables from subsidiaries
Opening receivables = - 824.5 1,091.7
Change during the year B - 71.3 —267.2
Closing receivables = - 895.8 824.5
Other shares and participations
Opening acquisition cost 9.2 74 3 -
Acquisitions during the year = 1.8 = -
Closing receivables 9.2 9.2 = -
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GROUP PARENT COMPANY
2013 2012 2013 2012
Other non-current receivables
Openingreceivables 0.7 0.7 3 -
Paid receivables -0.2 - = -
Closing receivables 0.5 0.7 = -
The fair value of the Group’s financial fixed assets is equal to their book value.
Note13 | Sharesand participations in subsidiaries
Corporate Identity Number Registered offices Number of shares Book value
Subsidiaries:
Fagerhults Belysning AB 556321-8659 Habo 2,500 200.4
Fagerhult Retail AB 556337-4924 Bollebygd 5,000 1374
Whitecroft Lighting Holdings Ltd, UK 03848868 Ashton-under-Lyne 11,915 275.6
Elenco Lighting AB 556035-5090 Bords 1,800 29
Sub-subsidiaries:
Fagerhults Belysning Sverige AB 556122-2000 Habo 1,000 1.0
Ateljé Lyktan AB 556063-9634 Ahus 2,000 4.4
Fagerhult Belysning AS, Norway 937418906 Oslo 100 0.5
Fagerhult AS, Denmark 63128 Ishoj 65 21
Fagerhult OY, Finland 0980280-0 Helsinki 6,000 01
I-Valo OY, Finland 1571418-8 littala 2,020 839
Fagerhult O, Estonia 10703636 Tallin 5,400 1.6
Fagerhult BV, the Netherlands 96121 lJsselstein 2,250 10.3
Waco NV, Belgium BE 0492.822.044 Baaigem 9,400 16.4
Fagerhult GmbH, Germany 13135B Hamburg 1 10.3
LTS Licht & Leuchten GmbH, Germany HRB 630906 Tettnang 1 672.3
Fagerhult Central Europe GmbH, Austria FN 305989 Vienna 1 1.0
Fagerhults.r.o, Slovakia 47168293 Bratislava 1 0.4
Whitecroft Lighting Ltd, UK 03848973 Ashton-under-Lyne 2 3.6
Designplan Lighting Ltd, UK 00784246 Sutton 360,300 120.6
Designplan International Ltd, UK 02182306 Sutton 1 0.0
Fagerhult Lighting Ltd, UK 3488638 London 40,000 0.5
Fagerhult Lighting Ltd, Ireland 98.834 Dublin 100 14.9
Fagerhult Sp.z.0.0, Poland 260213 Warsaw 1,000 0.1
Fagerhult France, France 391138385 Lyon 4,200 331
FagerhultS.L., Spain B84215722 Madrid 3,010 15.6
Commtech Commissioning Services S.A., Spain A83770263 Madrid 60,120 7.2
Fagerhult Lighting System (Suzhou) Co. Ltd, China 3200044439 Suzhou 1 22.0
Eagle Lighting (Australia) Pty Ltd, Australia 124400933 Melbourne 500,001 325
Fagerhult (NZ) Ltd, New Zealand 3233074 Christchurch 1 0.2
Fagerhult SPb, Russia 1097847074544 Saint Petersburg 1 0.0
Note14 | Prepaid expenses and accrued income
GROUP PARENT COMPANY
2013 2012 2013 2012
Prepaid rent 12.8 12.2 01 01
Insurance 3.5 2.2 = -
Licenses 1.5 1.9 = -
Consultancy fees 4.4 2.0 2.9 -
Supplier bonus 2.6 5.7 3 -
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GROUP PARENT COMPANY

2013 2012 2013 2012
Trade fairs 29 0.2 3 -
Taxes and social security contributions 2.6 21 3 01
Financial items 0.3 0.3 - -
Non-invoiced income 01 0.5 0.2 0.2
Otheritems 7.9 4.6 0.3 0.1
Total 38.6 31.7 3.5 0.5

Note15 | Bankoverdraft facilities and other borrowings
Agreed bank overdraft facilities at year-end amounted to MSEK 144.1 (150.4) for the Group and MSEK 140.0 (146.5) for the Parent Company.

The Group’s interest-bearing borrowing

GROUP PARENT COMPANY
2013 2012 2013 2012
Due dates for long-term loans:
Within one year 59.0 117.2 55.3 85.5
Between one and five years 1,012.9 9529 1,008.8 951.7
Total 1,071.9 1,070 1,064.1 1,037.2
2013 2012

Interest, % Liability, SEK Interest, % Liability, SEK

Average interest expenses on borrowing:

Long-term borrowing, SEK 2.7 420.0 2.6 432.2
Long-term borrowing, EUR 1.8 4641 17 3895
Long-term borrowing, GBP 2.0 128.8 1.8 131.2
Total 1,012.9 952.9
Short-term borrowing, SEK 2.7 2.7 2.6 36.9
Short-term borrowing, EUR 1.8 46.6 1.7 64.6
Short-term borrowing, GBP 2.0 9.7 1.8 15.7
Total 59.0 117.2

The book value of the Group’s borrowings corresponds to fair value, as the loans incur variable interest rates that are market-based.

Note16 | Accrued expenses and deferred income

GROUP PARENT COMPANY

2013 2012 2013 2012
Accrued salaries and remuneration 99.5 887 46 2.2
Accrued social security contributions 276 28.6 27 1.2
Customer bonuses 32.6 29.5 3 -
Complaints 13.4 7.8 3 -
Royalty 2.5 2.0 = -
Repairand maintenance 3.2 2.2 . -
Audit fees 1.9 23 = -
Consultancy fees 47 1.5 1.2 1.0
Shipping 2.2 4.2 = -
Financial items 4.7 2.0 34 0.8
Otheritems 24.8 26.0 01 -
Total 2171 194.8 12.0 5.2
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Note17 | Pledged assets
GROUP PARENT COMPANY
2013 2012 2013 2012
For own liabilities
Floating charges 41 3.9 3 -
Real estate mortgages 3.0 3.0 . -
Total pledged assets 71 6.9 = -
Note18 | Contingent liabilities
GROUP PARENT COMPANY
2013 2012 2013 2012
Warranty FPG 0.9 0.9 . -
Warranty for subsidiaries . - 3 14.0
Warranties, customs authorities 0.8 0.5 3 -
Guarantees commitments for subsidiaries = - 477 473
Other contingent liabilities = 2.2 = -
Total pledged contingent liabilities 17 3.6 47.7 61.3
Note19 | Provisions for pensions and similar commitments
GROUP PARENT COMPANY
2013 2012 2013 2012
Provisions for pensions PRI (interest-bearing) 60.9 59.6 . -
Provisions for other pensions 0.6 0.6 = -
Total 61.5 60.2 = -

Defined benefit plans

Within the Group there are defined benefit plans in Sweden, in which
employees retain the right to remuneration after they have terminated
their employment, based on the salary level at the time of termination and
on the period of service. The Group does not have any managed assets.

Pension Insurance with Alecta

ITP2 Plan commitments for retirement pensions and family pensions for sal-
aried employees in Sweden are guaranteed through insurance with Alecta.
According to a statement made by the Emerging Issues Task Force UFR 3 of
the Swedish Financial Accounting Council, this is a defined benefit plan cov-
ering several employers. For the financial year 2013, the Group did not have
access to the information which would enable it to report this planas a
defined benefit plan. The ITP2 pension plan which is insured through insur-
ance premiums with Alecta is, therefore, reported as a defined contribution
plan.The premium for the defined benefit retirement and family pension is

individually calculated and is dependent on the salary, previously earned
pensions and expected remaining service. Expected fees for the next
reporting period for ITP 2 insurance with Alecta amount to MSEK 15.2 (2013:
MSEK 14.9). The Group’s share of the total contributions to the plan is negli-
gible. The collective funding ratio is the market value of Alecta assetsas a
percentage of insurance commitments calculated according to Alecta’s
actuarial methods and assumptions, which do not comply with IAS 19. The
collective consolidation level is normally allowed to vary between 125 and
155 percent. If Alecta’s collective consolidation level is less than 125 percent
or greater than 155 percent, measures shall be taken in order to create the
conditions for the consolidation level to return to the normal range. At low
consolidation, a measure can be to raise the agreed price for new issues and
to expand existing benefits. With a high level consolidation, one measure
could be to introduce premium reductions. At the end of 2013, Alecta’s sur-
plusin the form of the collective funding ratio amounted to 149 percent
(2012:129 percent).

2013 2012
Defined benefit pension plans
The amounts reported in the consolidated income statement:
Costs of employment for current year = 3.4
Interest expenses 1.9 27
Interestincome on managed assets = =11
Losses (+) or gains (-) of any curtailments or settlements = -4.5
Total 1.9 0.6
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2013 2012
Specification of changes in net debt reported in the consolidated balance sheet:
Net debt at beginning of year reported in prepared balance sheet 60.2 827
Net expenses reported in the income statement 1.9 0.6
Benefit payments -1.8 -4.4
Reimbursements = 0.7
Contributions by employer = -2.6
Settlement of pension plan =01 -0.3
Actuarial gains (-) / losses (+) 1.3 -16.5
Net debt at year-end 61.5 60.2
The amounts reported in the balance sheet have been calculated according to the following:
Present value of commitments 61.5 60.2
Net debt at year-end 61.5 60.2
Total pension costs
Total pension costs reported in the consolidated income statement:
Total expenses for defined benefit plans 1.9 0.6
Total expenses for defined contribution plans 42.2 47.0
Total pension costs 441 47.6
Pension costs are allocated in the consolidated income statement amongst the following items:
Cost of goods sold 137 131
Selling expenses 18.8 237
Administrative expenses 9.7 81
Financial expenses 1.9 27
Total 441 47.6
Actuarial assumptions
Significant actuarial assumptions as of balance sheet date (expressed as weighted averages)
Discountrate 3.75% 3.50%
Future annual pension increases 2.00% 1.75%

Assumptions regarding expected lifetimes are based on public statistics

Note 20 | Purchases and sales between Group companies and other related parties

The Parent Company'’s total income from operations of MSEK 8.7 (8.7) refers  other related parties. Remuneration to members of the Board, the CEO and
to remuneration from subsidiaries for services performed. There have been  other senior managementis reported in Note 2.
no other purchases between the Parent Company and the subsidiaries or

Note21 | Average number of employees
2013 2012

Number of Number of

employees Men % employees Men %
Parent Company 5 60 5 60
Subsidiaries
Sweden 776 62 807 62
Norway 39 79 40 83
Denmark 28 57 27 56
Finland 80 64 32 66
Estonia 5 60 5 60
Netherlands 30 77 31 74
Germany 266 82 255 84
UK 589 73 569 72
France 20 50 19 47
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2013 2012
Number of Number of
employees Men % employees Men %
Belgium 9 78 9 78
Spain 24 96 16 94
Poland 14 79 11 82
Russia 27 56 25 60
Ireland 5 80 5 80
Austria 1 100 3 100
Slovakia 6 50 6 50
Australia 113 64 110 59
New Zealand 3 67 3 67
United Arab Emirates 12 75 1 64
China 152 40 203 42
Total in subsidiaries 2,199 67 2,187 66
Group total 2,204 67 2,192 66
Members of the Board and senior management
2013 2012
Number Men % Number Men %
Group
Members of the Board 6 67 6 67
Group President and other senior management 29 86 27 89
Parent Company
Members of the Board 6 67 6 67
CEO and other senior management 4 50 3 67
Note22 | Operational leasing agreements
GROUP PARENT COMPANY

2013 2012 2013 2012
Leasing fees for the year 57.7 57.5 0.3 0.3
The nominal value of future minimum leasing fees for leasing agreements
that cannotbe cancelled
Within one year 52.7 60.0 0.3 0.3
Between one and five years 78.6 103.3 0.2 0.2
After five years 221 441 = -
Total 153.4 207.4 0.5 0.5
Note 23 | Remuneration to auditors

GROUP PARENT COMPANY

2013 2012 2013 2012
Audit 3.3 3.2 = -
Audit activities other than audit assignment 0.9 0.8 = -
Tax consultancy 0.6 0.9 = -
Other services = 0.5 = -
Total 4.8 5.4 = -
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Note 24 | Expenses allocated according to type of cost
GROUP PARENT COMPANY
2013 2012 2013 2012
Raw materials and consumables 1,295.4 1,242.0 - -
Changes in inventory of finished products and goods for resale, and work in progress —64.1 1.3 3 -
Expenses for remuneration to employees (Notes 2 and 19) 978.5 970.4 217 17.0
Transport costs 86.6 915 . -
Advertising and selling expenses 49.7 58.6 0.2 0.2
Expenditure for own properties and rented premises 771 811 0.9 0.9
External services 64.0 65.5 83 31
Depreciation/amortisation and write-downs (Notes 7,10 and 11) 88.5 84.8 - -
Other costs 255.8 260.0 45 43
Total 2,831.5 2,865.2 35.6 25.5
The total amount for raw materials and consumables refers to capitalised inventory values.
Note 25 | Expenses for product development
GROUP PARENT COMPANY
2013 2012 2013 2012
Capitalised overhead expenses for product development 96.3 941 = -

Note 26

A certain portion of the expected inflow of foreign currencies is hedged.
This refers primarily to payments from foreign subsidiaries. During the
financial year, this has had a positive effect on the Group’s operating profit
of MSEK 1.5 (1.1). The total hedging of future payments involving the most
sensitive net flows in foreign currencies, as compared with the expected
flows during the coming 6 months was, as per balance sheet date, NOK 50

Hedging

Note 27

Acquired companies

I-Valo Oy

In order to further strengthen the Fagerhult Group’s position in the Euro-
pean lighting market, and to complement the Group’s product segment for
demanding industrial applications, Fagerhult acquired 100 % of the shares
inI-Valo Oy, with its registered offices in littala, Finland. The acquisition will
have a positive impact on earnings per share in 2013 and onwards. I-Valo
has 60 employees and manufactures luminaires and lighting systems
mainly forindustrial applications and harsh environments. Examples of

The purchase price consists of the following components:

Cash payment 83.9
Additional consideration -
Total purchase price 83.9
Fairvalue of netassets acquired 34.8
Goodwill 491

percent, EUR 10 percent, GBP 30 percent, AUD 20 percent. The nominal
value of these hedging contracts was MNOK 28.0 (7.0), MEUR 1.5 (0.0),
MGBP 1.4 (0.0), MAUD 0.9 (0.0). The Group does not apply hedge reporting
in regards to these contracts. Had the Group redeemed its outstanding
contracts per balance sheet date at the current forward rate, the effect on
the Group’s operating profit would have been MSEK 0.3 (0.0).

Changes in the Group’s composition — Acquisitions and disposals

such industrial applications include paper and pulp manufacturing, mining
and bio energy industries. The company had sales of MEUR 10 in 2012 with
profitability above the Fagerhult Group’s average. The company has been
consolidated in Fagerhult from the second quarter 2013. The purchase price
inthetransaction was MEUR 9.5, with an additional MEUR 1.1 in transac-
tion expenses also being paid
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The Company’simpact on the Group’s sales amounted to MSEK 45.9 and on this would have implied anincrease in sales of MSEK 58.6 and a net profit

consolidated netincome to MSEK 5.3, before transaction and capital costs.
If the company had been part of the Group from the beginning of the year,

before transaction costs and capital costs of MSEK 4.3.

Fairvalue
Cash and cash equivalents 0.7
Tangible fixed assets 8.9
Financial fixed assets 35
Intangible assets 101
Inventories 12.3
Receivables 1.7
Liabilities -9.0
Deferred tax liabilities -3.4
Net assets 34.8
Net assets acquired 34.8
Purchase price settled in cash 83.9
Cash and cash equivalents in the acquired company -0.7
Transaction costs 11
Change in cash and cash equivalents on acquisition 84.3

The nominal value of the acquired receivables amounted to MSEK 11.7 and
the fair value amounted to MSEK 11.7. Transaction costs amounted to

Note 28

The share capital in AB Fagerhult totals SEK 65,535,000 (65,535,000) distrib-
uted amongst 12,850,000 (12,850,000) shares, with a quotient value of SEK
5.10(5.10) per share. The Company’s holding of its own shares totals

Share capital

MSEK 1.1 and have been included in the item Administrative expenses.

238,000 and has a total quotient value of SEK 1,213,800. All outstanding
shares entitle the holder to equal participation in the Parent Company’s
assets and profitand are fully paid up. Each share entitles the holder to one
vote.

2013 2012

Change inthe number of outstanding shares
Number of outstanding shares at beginning of year

12,612,000 12,612,000

Number of outstanding shares at year-end

Note29 | Parent Company

The Parent Company’s business name is Aktiebolaget Fagerhult. The Com-
panyis a limited liability company, registered with the Swedish Companies
Registration Office, with its registered offices in the County of Jonkoping,
the Municipality of Habo, and with Corporate Identity Number 556110~
6203. The Company’s visiting address is Fagerhult, Habo. AB Fagerhult is

Ownership structure (as per 31 December 2013)

12,612,000 12,612,000

the Parent Company in the Fagerhult Group, one of Europe’s leading light-
ing groups. The Group develops, manufactures and markets lighting sys-
tems for publicenvironments. At year-end, AB Fagerhult had approxi-
mately 3,292 shareholders. The ten largest shareholders together hold 84.2
(82.1) percent of the shares.

Shareholders Number of shares %
Investment AB Latour 3,976,800 31.5%
SAKIAB 2,200,000 17.4%
The Svensson family, foundation and company 945,525 7.5%
Lannebo Fonder 883,162 7.0%
SSB CLOmnibus AC, USA 870,325 6.9%
Robur Smabolagsfond 518,659 41%
SEB Asset Management 375,000 3.0%
Fourth Swedish National Pension Fund 369,981 2.9%
The Palmstierna family 285,770 2.3%
NTC Fidelity Funds 193,887 1.5%
SEB Fonder 183,325 1.5%
Stiftelsen Stockholms Sjukhem 150,000 1.2%
Other shareholders 1,659,566 13.2%
Number of outstanding shares at year-end 12,612,000 100.0%
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Note 30

An ordinary dividend of SEK 7.25 per share, totalling MSEK 91.4, will be pro-
posed for 2013 at the Annual General Meeting on 24 April 2014. This
amount has not been reported as a liability but will, instead, be reported in

Dividend per share

Note 31 Risks

Financial risks

Foreign exchange risk

Foreign exchange risk arises when future business transactions, or
reported assets or liabilities, are expressed in a currency which is not the
Group’s functional currency.

Transaction exposure

Inthe international operations which Fagerhult undertakes, the clients pay
in their own currency, via the global sales organisation, which implies that
the Group assumes foreign exchange risks. Foreign exchange risks are also
assumed in conjunction with the import of raw materials and components.

As alarge part of the production takes place in Sweden, Fagerhult has a
surplus inflow of foreign currency. The direct commercial foreign currency
cash flow, after net calculations of flows in the same currency, shows a sur-
plus of MSEK 241 (215). In addition to this, thereis also an indirect impactin
conjunction with the purchase of raw materials and components. This
results, over time, in a lower net exposure for the Group.

The Group’s policy is to hedge all significant net cash flows. Incoming
flows of foreign currency should be used for payment in the same currency.
In addition, a certain portion of the anticipated net inflow from sales and
purchases is hedged by means of forward contracts after individual assess-
ment at 50 percent for the coming 6—9 month period. When a statistical
assessment of the foreign exchange situation is made, a change in the
Swedish krona against other currencies of 1 percent, with all other varia-
bles being constant, would have affected the Group’s profit/loss for the
year by approximately MSEK 2 (2). The financial instruments are managed
by the Parent Company’s Board of Directors.

Translation exposure

Foreign exchange risks also arise in conjunction with the translation of for-
eign net assets and income, so-called translation exposure. This foreign
exchange risk is not hedged and refers, primarily, to the translation of for-
eign subsidiaries’ income statements and balance sheets. Theincomeina
foreign subsidiary is translated to Swedish krona based on the average rate
forthe year. The exposure of the Group’s net assets outside of Sweden has
increased as the operations there have changed from having previously
referred to sales companies, to now also including production units. At bal-
ance sheet date, net assets in foreign companies are equivalent to MSEK
1,057 (894) including goodwill.

Aweakening of the Swedish krona by 1 percent with all other variables
remaining constant would result in an increase in equity of MSEK 10 (9)
largely due to gains/losses on the translation of EUR and GBP. A change in
the Swedish krona of 1 percent against other currencies would resultina
directimpact on net sales in the subsidiaries of approximately MSEK 22 (22)
whilst the impact on results in the foreign subsidiaries is MSEK 2 (2).

Interest rate risk

Fagerhult holds no significant interest-bearing assets, which is the reason
the Group’s income and cash flow from on-going operations are, in all
material aspects, not dependent on changes in market interest rates.

The Group’s interest rate risk arises in conjunction with long-term lend-
ing. In addition to pension liabilities of MSEK 61.5 (60.2), interest-bearing
liabilities amount to MSEK 1,071.9 (1,070.1) and cash and cash equivalents
to MSEK 248.6 (256.8). Borrowing on the basis of variable interest rates
implies an interest rate risk for the Group as regards cash flow. Borrowing
on the basis of fixed interest rates implies an interest rate risk for the Group
in terms of actual value. During 2013 and 2012, the Group’s lending was
comprised largely of loans with three-month fixed interest rates.

NOTES

equity as an appropriation of profit for the financial year 2013. The dividend
for2012 amounted to MSEK 82.0 (SEK 6.50 per share).

The Group analyses its exposure to interest rate risks on a dynamic basis.
Various scenarios are simulated, whereby refinancing, re-negotiation of
existing trading positions, alternative financing and hedging are taken into
consideration. With these scenarios as the starting point, the Group calcu-
lates the impact on results which a given change in interest rates would
produce. In each simulation, the same change in the interest rate is applied
forall currencies. The scenarios are simulated only for those liabilities com-
prising the largest interest bearing positions. Executed simulations show
that the effect on the result of a change of 1 percent would be a maximum
of MSEK 11, on the basis of the current capital structure. The simulation is
made quarterly in order to verify that the maximum possible loss is within
the limits established by the executive management.

Ifinterest rates on borrowing in Swedish krona as of 31 December 2013
had been 10 points higher/lower but all other variables had been constant,
then gains after tax for the financial year would have been MSEK 1.1 (1.1)
higher/lower, primarily as an effect of higher/lower interest costs for bor-
rowing on the basis of variable interest.

Credit risks

Credit risks are managed at Group level. Credit risks arise if the counter-
party does not fulfil its commitments in conjunction with lending within
the framework of cash management policies and through credit exposure
towards clients and banks, including receivables and agreed transactions.
The investment of surplus cash is undertaken primarily in K1 graded com-
mercial paper and in banks. Only banks and financial institutions which
have received a credit rating of at least “A” from independent rating insti-
tutes are accepted. If the Group’s customers have received a credit rating
from anindependent rating institution, these ratings are used as the basis
for decision making. In those cases in which anindependent credit assess-
ment does not exist, a risk assessment is made of the customer’s credit sta-
tus in which the entity’s financial position is considered, as well as previous
experience and other factors. Individual risk limits are established based on
internal or external credit ratings, in accordance with the limits set by the
Group management. The application of credit limits is frequently reviewed.
No significant losses occurred in either 2013 or 2012. The majority of receiv-
ables from customers are guaranteed through credit insurance. A total pro-
vision of MSEK 9.4 (14.7) has been reported for those customer receivables
not expected to be collectable.

Liquidity risk

Liquidity risk is managed by ensuring that the Group has sufficient cash and
cash equivalents and short-term investments on a liquid market, available
financing through agreed credit facilities and the possibility to close mar-
ket positions. The Group has a strong financial position. At present, there
are no new borrowing requirements, but should such requirements arise,
there is currently no difficulty in obtaining external credit, as long as such
credit meets certain restrictions, on the part of the borrower, such as debt-
to equity and interest coverage ratio, which are at present satisfied.

Management also meticulously follows rolling forecasts for the Group’s
liquidity reserve on the basis of anticipated cash flows.

The table below presents an analysis of the Group’s financial liabilities
to be settled net, specified according to the time to maturity, as of bal-
ance sheet date. The amounts stated in the table are the contractually
stipulated, undiscounted cash flows. Amounts falling due within 12
months correspond to the recorded amount, as the effect of discounting
is negligible.
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NOTES

Less than 1 year

Between1and2years Between2and5years More than 5 years

As of 31 December 2013

Bank loans 59.0
Accounts payable and other liabilities 593.9
As of 31 December 2012

Bank loans 117.2
Accounts payable and other liabilities 504.7

Capital risk

The Group’s objective with regard to the capital structure is to secure the
Group’s ability to continue operating, so that it can continue to generate

returns to shareholders and benefits for other stakeholders, and to main-
tain an optimal capital structure in order to keep the cost of capital low.

To maintain or adjust the capital structure, the Group may change the
dividend paid to shareholders, repay capital to shareholders, issue new
shares or sell assets to reduce debt.

The Group monitors capital on the basis of debt/equity ratio. This ratio is
calculated as interest-bearing debt in relation to equity.

In 2013 the Group’s strategy, which was unchanged compared to 2012,
was to maintain a debt/equity ratio of between 50% and 100% and a credit
rating of AAA. The credit rating of AAA has been maintained throughout
the period. The debt/equity ratio as of 31 December 2013 was 86% (94%).

Operational risks

Price risk

Price risks in the Group’s operations primarily arise in conjunction with the
purchase of input material used in manufacturing. Dominant components,
such as electronic control systems and sheet metal, have the single greatest
impactonthe cost of manufactured products, excluding processing costs.
The Group’s exposure to price risks on financial instruments is minimal.

Risk associated with plants and inventories
In addition to the above mentioned risks, all of which, in principle, impact
the Fagerhult Group’s cash flows, restricted capital in both fixed assets and

Note 32 | Events after balance sheet date
The Board of Directors proposes a dividend payment of SEK 7.25 (6.50) per
share, which is equivalent to a total of MSEK 91.4 (82.0).

Acquisition of Arlight

In order to further strengthen the Fagerhult Group’s position in the Euro-
pean market, and to gain access to the Turkish market, Fagerhult signed an
agreement on 20 December 2013 to acquire 100 % of the shares in Arlight,
with its registered offices in Ankara, Turkey. The acquisition was finalised
on 11 February 2014. Arlight has 160 employees and manufactures lumi-
naires and lighting systems, primarily intended for outdoor use. Examples
of suitable areas of application include offices, schools, hospitals, shopping
centres and airports. The company is expected to report sales of MEUR 21
for 2013, with profitability well over the average within the Fagerhult

73.7 939.2 -

80.3 872.6 -

inventories is exposed to risk. Rationalisations and a high level of utilisa-
tion of investments made have made it possible to maintain the value of
capitalised assets at a comparatively low level. Consequently, the risk of a
permanent write-down of fixed assets is considered unlikely. Risks associ-
ated with inventories are primarily related to obsolescence resulting from
overproduction and out-of-date technology. Fagerhult’s business concept
includes customer order driven production. This implies flexible production
in which the need for inventory stock is reduced and with that, the risk for
obsolescence.

IT security

As computer-aided technology has assumed an increasingly greater scope
within the companies, so to have the demands on security increased. The
functional security of the databases and e-mail servers is checked via daily
backups. Battery backup and diesel generators provide protection against
operational disruption in the main manufacturing facility in Habo from
where the majority of the Group’s computer operations are controlled. To
date, no costs have arisen as a result of damage. The internet connection is
fixed and completely isolated from other networks via hardware firewalls.
Access via public networks is secured via security boxes. User access to the
system is regulated via Group authorisations and entitlements based on
the actual assignment and roles within the Company.

Insurance

The Fagerhult Group purchases and manages Group-wide insurance poli-
cies involving property and liability risks, creating co-ordination gains and
costadvantages.

Group. Fagerhult is paying a price of MEUR 28 (debt free cash free basis) for
100 % of the shares in Arlight. A further MEUR 7 may be payable as addi-
tional purchase consideration between now and 2015, depending on
Arlight’s financial development. The transaction is being financed with
funds from existing credit facilities.

Between the balance sheet date and the date on which this annual report
was signed, no significant events or information has arisen concerning
the circumstances per the balance sheet date or thereafter, which may
have a positive or negative effect on the Group, or any of the companies
contained therein, and which require further disclosures, other than
those provided above.
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Signatures

The Board of Directors and the CEO certify that the consolidated
accounts have been prepared in accordance with international finan-
cial reporting standards, IFRS, as adopted by the EU, and that they
provide a true and fair view of the Group’s financial position and the
results of its operations. The annual report has been prepared in

SIGNATURES

The administration report for the Group and Parent Company pro-
vides atrue andfair overview of the development of the Group’s and
the Parent Company’s operations, financial position and results, and
describes significant risks and factors of uncertainty facing the
Parent Company and other companies within the Group.

The income statements and the balance sheets will be submit-
ted for adoption at the Annual General Meeting on 24 April 2014.

accordance with generally accepted accounting principles in Swe-
denand provides a true and fair view of the Parent Company’s finan-
cial position and results.

Habo, 5 March 2014

— o D
e / L
T .
s /:" - V
/" Jan Svensson Eric Douglas Anna Malm Bernsten

Chairman of the Board Deputy Chairman Board Member

Fredrik Palmstierna
Board Member

Catherina Fored
Board Member

Bjorn Karlsson
Board Member

S ol Y

Lars Olsson
Employee Representative

Johan Hjertonsson
Presidentand CEO

Magnus Nell
Employee Representative

Our audit report was submitted on 5 March 2014.

Ohrlings PricewaterhouseCoopers AB

Bo Karlsson
Authorised Public Accountant
Auditor-in-Charge
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AUDIT REPORT

Audit Report

Tothe annual general meeting of shareholders in AB Fagerhult
(publ), Corporate identity number 556110-6203.

REPORT ON THE ANNUAL ACCOUNTS
AND CONSOLIDATED ACCOUNTS

We have audited the annual accounts and the consolidated accounts
of AB Fagerhult for the year 2013. The Company’s annual accounts
andthe consolidated accounts are included in the printed version of
this document on pages 51-91.

THE BOARD OF DIRECTORS’ AND THE CEO’S
RESPONSIBILITY FOR THE ANNUAL ACCOUNTS AND
THE CONSOLIDATED ACCOUNTS

The Board of Directors and the CEO are responsible for the prepa-
ration and fair presentation of annual accounts in accordance with
the Annual Accounts Act and consolidated accounts in accordance
with International Financial Reporting Standards, as adopted by
the EU, and the Annual Accounts Act, as well as for such internal
control as the Board of Directors and the CEO determine is neces-
sarytoenable the preparation of annual accounts and consolidated
accounts that are free from material misstatement, whether due
tofraud orerror.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these annual accounts
and consolidated accounts based on our audit. We conducted our
audit in accordance with International Standards on Auditing and
generally accepted auditing standards in Sweden. Those standards
require that we comply with ethical requirements and plan and per-
form the audit to obtain reasonable assurance about whether the
annual accounts and consolidated accounts are free from material
misstatement.

Anauditinvolves performing procedures to obtain audit evidence
aboutthe amounts and disclosures in the annual accounts and con-
solidated accounts. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstate-
ment of the annual accounts and consolidated accounts, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company’s preparation and
fair presentation of the annual accounts and consolidated accounts
in order to design audit procedures that are appropriate in the cir-
cumstances, but not forthe purpose of expressing an opinion on the
effectiveness of the Company’s internal control. An audit also

includes evaluating the appropriateness of accounting policies used
andthereasonableness of accounting estimates made by the Board
of Directors and the CEO, as well as evaluating the overall presenta-
tion of the annual accounts and consolidated accounts.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

OPINION

In our opinion, the annual accounts have been prepared in accord-
ance with the Annual Accounts Act and give, in all material aspects,
atrue and fair view of the financial position of the Parent Company
as of 31 December 2013 and of its financial performance and cash
flows for the year then ended in accordance with the Annual
Accounts Act. The consolidated accounts have been prepared in
accordance with the Annual Accounts Act and give, in all material
aspects, a true and fair view of the financial position of the Group as
of 31 December 2013 and of its financial performance and cash flows
in accordance with International Financial Reporting Standards, as
adopted by the EU, and the Annual Accounts Act. A corporate gov-
ernance report has been prepared. The administration report and
corporate governance report are consistent with the other parts of
the annual accounts and the consolidated accounts.

We recommend, therefore, that the Annual General Meeting of
shareholders adopt the income statements and balance sheets of
the Parent Company and the Group.

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

Inadditiontoouraudit of the annual accounts and the consolidated
accounts, we have examined the proposed appropriation of the Com-
pany’s profit or loss and the administration of the Board of Directors
and the CEO of AB Fagerhult for the year 2013.

RESPONSIBILITIES OF THE BOARD OF DIRECTORS
AND THE CEO

The Board of Directors is responsible for the proposed appropriation
of the Company’s profit or loss, and the Board of Directors and the
CEO are responsible for administration according to the Swedish
Companies Act.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion with reasonable assur-
ance on the proposed appropriation of the Company’s profit or loss
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and on the administration based on our audit. We conducted the
auditin accordance with generally accepted auditing standards in
Sweden.

As a basis for our opinion on the Board of Directors’ proposed
appropriation of the Company’s profit or loss, we examined the Board
of Directors’ reasoned statement and a selection of supporting evi-
denceinordertobe abletoassess whetherthe proposalisinaccord-
ance with the Swedish Companies Act.

As a basis for our opinion concerning discharge from liability, in
addition to our audit of the annual accounts and the consolidated
accounts, we examined significant decisions, actions taken and cir-
cumstances of the Company in order to determine whether any
member of the Board of Directors or the CEO is liable to the Com-

AUDIT REPORT

pany. We also examined whether any member of the Board of Direc-
tors or the CEO has, in any other way, acted in contravention of the
Swedish Companies Act, the Annual Accounts Act or the Articles of
Association.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

OPINION

We recommend to the Annual General Meeting of shareholders
that the profit be appropriated in accordance with the proposalin
the statutory administration report and that the members of the
Board of Directors and the CEO be discharged from liability for the
financial year.

Jonkoping, 5 March 2014

Ohrlings PricewaterhouseCoopers AB

Bo Karlsson
Authorised Public Accountant
Auditor-in-Charge
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SHAREHOLDER INFORMATION

Shareholder Information

ANNUAL GENERAL MEETING OF SHAREHOLDERS 2014

The Annual General Meeting of shareholders will be held on Thurs-
day, 24 April 2014, at 5 pm in Fagerhult, Habo.

REGISTRATION

Shareholders wishing to take partin the Annual General Meeting of
shareholders must be registered in the shareholders’ register kept
by Euroclear Sweden AB on Wednesday, 16 April 2014 and register
theirintention totake partinthe meetingto Fagerhult no later than
16 April 2014.

Registrations can be made by post to AB Fagerhult, 566 80 Habo,
via e-mail to arsstamma@fagerhult.se or by telephone on +46 (0)8-
522359 75 or by post to AB Fagerhult, 566 80 Habo. Shareholders who
have registered their shares with a nominee shareholder must, in good
time priorto 16 April 2014, temporarily re-register the shares in their
own name, through the nominee shareholder, in order to have the
right to participate in the Annual General Meeting of shareholders.

The notification shall include the shareholder’s name, Personal /
Corporate Identity Number, address, telephone number and regis-
tered shareholding and where applicable, information about repre-
sentatives and assistants. If participation is by proxy, this must be
sent to Fagerhult before the AGM.

DIVIDENDS

The Board of Directors proposes to the Annual General Meeting of
shareholders a dividend of SEK 7.25 per share. The proposed recon-
ciliation date is 29 April 2014, and, in the event that the Annual Gen-
eral Meeting of the shareholders adopts this proposal, the dividend
will be distributed by Euroclear Sweden AB on 5 May 2014 to those
registered in the shareholders register as at the date of reconciliation.

NOMINATION COMMITTEE

The Nomination Committee for the AGM 2014 consists of the
following members:

+ Gustaf Douglas, Investment AB Latour, Chairman

« JanSvensson, Investment AB Latour

+ BjornKarlsson, Svensson Family

+ Goran Espelund, Lannebo Fonder

Shareholders may, at any time, submit proposals to the Nomination
Committee by post to:

AB Fagerhult

F.A.O: Hakan Gabrielsson

Tegelviksgatan 32

116 41 Stockholm

In order for the Nomination Committee to consider a proposal,
it must be submitted well in advance of the AGM.

FINANCIAL CALENDAR 2014

Annual General Meeting of shareholders 2014
« 24 April 2014 Interim Report Q1,2014
« 271August2014 InterimReportQ2,2014
+ 2710ctober2014 Interim ReportQ3,2014

« 24 April 2014

DISTRIBUTION POLICY
A printed copy of the Annual Report is available upon request and
can be ordered by sending an e-mail to ir@fagerhult.se or by calling
+46 (0)36-10 85 00. All of Fagerhult’s Annual Reports from previous
years are available on www.fagerhultgroup.com/en/financial-
reports

IR CONTACT

Hakan Gabrielsson, CFO
+46(0) 8-5223 5948
ir@fagerhult.se

NEWS, REPORTS AND SHARE PRICE PERFORMANCE

Follow us by subscribing to our press releases and financial reports
via email and sms. You are also able to obtain information on the
share’s price performance.

Register at www.fagerhultgroup.com/en/subscription
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Financial Definitions

Capital employed Total assets less non-interest-bearing liabilities.

Cash and cash equivalents Cash and bank balances and short-term
investments.

Cash flow per share Cash flow for the year from operating activi-
ties divided by the average number of outstanding shares.

Earnings per share Earnings according to the income statementin
relation to the average number of outstanding shares.

Equity/assets ratio Equity in relation to total assets.

Equity per share Equity divided by the number of outstanding
shares.

Liquid ratio Cash and cash equivalents in relation to current
liabilities.

Net debt/equity ratio Net debt in relation to equity.

FINANCIAL DEFINITIONS

Net investments Investments for the year in tangible fixed assets,
less income from the sale of fixed assets.

Net liabilities Interest-bearing liabilities with deductions for cash
and cash equivalents.

Number of employees Average number of FTE employees.
Operating margin Operating profitin relation to net sales.
Other current assets The item refers to interim receivables,
advance payments to suppliers, other receivables and Group
receivables.

Profit margin Profit after financial items in relation to net sales.

Return on capital employed Profit/loss after financial items plus
financial expenses in relation to the average capital employed.

Return on equity Profit or loss according to the income statement
as a percentage of the average (reported) equity.
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INDUSTRY GLOSSARY

Industry Glossary

Colour Rendering Index: Indicated as CRI on a scale from 0 to 100
and is a measure of a light source’s ability to reproduce colours.

DALI: (Digital Addressable Lighting Interface) A standardised proto-
col for digital control.

Failure fraction - Fy: The failure of fraction at nominal lifetime and
is given in %. For example, at 15% failures, a factor of F ¢ is stated.

IP class: Specifies the degree of protection against access to live elec-
trical parts and how waterproof and dustproof the fittings are.
Stated as IP followed by two digits, e.g. IP23.

LED: (Light-Emitting Diode) is a semiconductor light source. LED
lights have long lifespans and high energy efficiency. The light is
formed by electroluminescence.

LEED: (Leadership in Energy and Environmental Design) is an inter-
national system for environmental certification for buildings. The
certification focuses on reducing the use of resources such as land,
water, energy and building materials.

Lighting Europe: The European trade association for luminaire and
light source manufacturers.

LLMF: (Lamp Lumen Maintenance Factor). The light source’s main-
tained luminous flux at any given time.

LMF: (Luminaire Maintenance Factor) Specifies the luminaire’s pol-
lution degree for a number of burning hours.

LSF: (Lamp Survival Factor) Specifies the number of light sources that
still shine in a facility at any given time. (Expected shortfall of high
quality LED can be assumed negligible and this factor becomes 1.0.)

Luminaire Luminous Efficacy: Defined as the ratio between lumi-
naire luminous flux and luminaire power of an LED luminaire and
stated in lumens per watt (Im / W).

Luminaire Luminous Flux: The total light outputin lumens (Im) that
aluminaire emits.

Luminaire power: Stated in watts (W) and is the total system power
foraluminaire.

Luminance: Indicates how brighta surfaceis dependent on the light
reflected from an object in a specific direction. Measured in cande-
las per m? (cd/m?).

Luminous efficiency: Measurements of a light source efficiency and
is calculated as the luminous flux divided by the power the light
source consumes (wattage). Measured in lumens per watt (Im / W).

Luminous Flux: The amount of visible light emitted from a light
source. Measured in lumens (Im).

Luminous Intensity: Specifies the amount of light that radiatesina
certain direction. Measured in Candela (cd).

Luminous Intensity Distribution: Measured according to the CIE
standard and stated in cd / 1,000 Im. Reported in the table or with
polar plot.

MF: (Maintenance factor) The ratio between maintained illuminance
and initial illuminance.

Nominal lifetime: (Rated life) Defined as the number of burning
hours after which a given part of the initial light output remains.
Today, life expectancy is given as the number of hours when 70% of
the initial luminous flux remains and is designated as Ly,.

OLED: Abbreviation of Organic Light Emitting Diode.

PWM: (Pulse Width Modulation) A technique for light control with
pulse width modulation recommended for LED.

Ra: An index that indicates light sources’ ability to render colours.
Given on a scale from 0 to 100 where 100 indicates perfect colour
reproduction.

RGB technique: A technique whereby mixing red, green and blue
light can create white light or coloured light of a user’s choice.

UGR: (Unified Glare Rating) An international method developed by
CIE to calculate an index of discomfort glare.

ZHAGA: An open consortium with the purpose of developing indus-
try standards for LED components.
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AB Fagerhult (publ)

SE-566 80 Habo

Telephone +46 (0)36 10 85 00
Fax +46 (0)36 10 87 80
www.fagerhult.com

Fagerhults Belysning AB
SE-566 80 Habo

Telephone +46 (0)36 10 85 00
Fax +46 (0)36 10 86 99

Fyrvaktaregatan 7

SE-296 81 Ahus

Telephone +46 (0)44 28 98 00
Fax +46 (0)44 28 98 38

Ateljé Lyktan AB

SE-296 81 Ahus

Telephone +46 (0)44 28 98 00
Fax +46 (0)44 28 98 38

Fagerhults Belysning Sverige AB

SE-566 80 Habo
Telephone +46 (0)36 10 85 00
Fax +46 (0)36 10 8699

Fagerhult Retail AB
Rinnavagen 12

SE-517 33 Bollebygd
Telephone +46 (0)33 23 66 00
Fax +46 (0)33 28 58 00

Fagerhult AS
Sluseholmen 8A

DK-2450 Copenhagen
Denmark

Telephone +45 43 55 37 00
Fax +4543 5537 30

Fagerhult Belysning AS
Strandveien 30, Pb 471
NO-1327 Lysaker

Norway

Telephone +47 22 06 55 00
Fax +47 22508540

Fagerhult OU

Artelli10c

EE-10621 Tallinn

Estonia

Telephone +372 6 507 901
Fax+3726 507900

Fagerhult OY

Pasilankatu 14

FI-002 40 Helsinki

Finland

Telephone +358 9 777 1580
Fax+358977715 888

Fagerhult France
46, Av. Chanoine Cartellier

FR-69230 St-Genis-Laval (Rhone)

France
Telephone +33 437226410
Fax+3347267 0633

Fagerhult BV

Lichtschip 19, Postbus 320
NL-3990 GC Houten

The Netherlands
Telephone +3130 68899 00
Fax+313068899 44

Fagerhult Lighting Ltd
33-34 Dolben Street

London SE10UQ

England

Telephone +44 207 403 4123
Fax +44207 378 0906

Fagerhult Lighting Ltd
UnitF1

Calmount Park
Ballymount

Dublin 12

Ireland

Telephone +35 31426 0200
Fax +35 314299606

Fagerhult Sp.z.0.0.

Al. Jerozolimskie 162
PL-02-342 Warsaw

Poland

Telephone +48 22 501 6640
Fax +48 225016639

Fagerhult SPb

Viborgskaya nab. 61,

office 317

RU-197342 St Petersburg
Russia

Telephone +7 812380 0148
Fax +7 8123351138

Fagerhults.r.o.

Kubaniho 16

SK-811 04 Bratislava

NEIE]

Telephone +421 2 5465 00426

Fagerhult SL
C/EstocolmoNo 13

ES-282 30 Las Rozas, Madrid
Spain

Telephone +34 91 6407246
Fax+34 916370198

Fagerhult Lighting — Dubai Branch

Box 126287

Dubai

United Arab Emirates
Telephone +971 4329 7120
Fax+9714329 7130

Fagerhult Lighting Systems (Suzhou) Co Ltd.
No 11 in Genway 12th Workshop

99 Gangtian Road
ZIP (Suzhou Industrial Park)
Suzhou 215021 China

Telephone +86 512871877 78

Fax+86 51287187770

Fagerhult New Zealand
Level 1/18A Neilpark Drive
East Tamaki

Auckland 2013

New Zealand

I-Valo Oy

Tehtaantie3 b

FI-14500 littala

Finland

Telephone +35810 446 66 00

Commtech Commissioning Services SA

C/EstocolmoNo13

ES-282 30 Las Rozas, Madrid
Spain

Telephone +3491 640 7246
Fax+34916370198

LTS Licht & Leuchten GmbH
Plant | —Offices

Waldesch 24

DE-88069 Tettnang
Germany

Telephone +49 75 42 /93 07-0
Fax+497542 /93 07-520

Whitecroft Lighting Limited
Burlington Street
Ashton-under-Lyne
Lancashire OL7 OAX
England

Telephone +44 870 5087 087
Fax+44 8705084210

Designplan Lighting Ltd

6 Wealdstone Road

Kimpton Business Park
Sutton, Surrey SM3 9RW
England

Telephone +44 208 254 2000
Fax +44 208 644 4253

Waco N.V.
Hundelgemsesteenweg 80
BE-9890 Baaigem-Gavere
Belgium

Telephone +32 9362 4494
Fax+32 93624782

Arlight Aydinlatma A.S
Saray Mah. 205. Sok. No:4
TR-06980 Kazan Ankara
Turkey

Eagle Lighting Victoria
17-19 Jets Court

Melbourne Airport, VIC 3045
Australia

Telephone +613 9344 7444
Fax +613 93447433

Production: Fagerhultin partnership with Intellecta Corporate. Printing: Elanders NRS Tryckeri 2014. Photography: MattJeacock/Getty Images (page 1, left side),

Bruno Ehrs (pages 5,13, 60, 62), Paul Zak (page 21), Adam Mork (page 27, right side), Orjan Henriksson (pages 14, 43).
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