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Fagerhult Group is a leading global manufacturer of professional
lighting solutions. Our operations encompass four business areas
with 12 leading brands within professional lighting.

With our in-depth knowledge and insight about the impact of light
on humans, we create innovative and sustainable lighting solutions,
adapted to arange of different application areas. The AB Fagerhult
shareis traded on Nasdaq Stockholm.

Fagerhult Group

Our company
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From local to global company

Fagerhult Group’s history began more than 75 years ago, as a family business in Fagerhult. Today, we
are aleading global manufacturer of professional lighting solutions, with operations in 27 countries.

2007 2011 2014 2017 2019
Eagle Designplan Arlight WE-EF iGuzzini
Organic Response

1945
Fagerhult

Fagerhult Group

2005 2010 2013 2016 2018 2021
Whitecroft LTS I-Valo LED Linear Veko Citygrid
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Vision, mission and values Fagerhult Group has subsidiaries in 27 countries. Our operations complete companies with all of their functions gatheredin one Sales perregion:
Our value creation are allocated into four business areas and run within our 12 lighting location.
Our employees brands. Our local sales companies fall under one of our lighting All12 of our brands are based close to where they were founded.
Our operations brands and are responsible for the local market. Research and development as well as design and production units W Europe, 79%

Marketing and sales are primarily managed through local sales are located in Sweden, Italy, Finland, the UK, Germany, Australia, B Asiaand Australia, 13%

Our offering companies and, in some cases, through agents and distributors. Turkey, China, Thailand, the Netherlands and Canada. We have a North America, 8%
Our contribution Intotal, this gives us access to more than 40 globally markets. total of 17 production units in the Group.
Our numbers We believe in the importance of being located close to our cus-

Other information tomers. A key component of our strategy is that our brands are

Sales per business area:

Countries
B Collection, 45%
B Premium,33%
Professional, 12%
Infrastructure 10%
Brands
Employees per business area:
Employees

B Collection,50%
B Premium, 27%
Professional, 15%
¥ Infrastructure, 8%

4100
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Our four Business Areas

Our lighting companies are organised into four business areas based on application areas,
target groups and geographic markets. We work closely together with our partners to

create the best and most sustainable lighting solutions for our customers.

Business areas

Brands

Collection

Global brands for environ-
ments with stringent
requirementsin terms of
architectural design.

ateljélyktan

1IGuzzini

we-ef

Premium

Customised lighting solu-
tions for the European
market and global retail
customersbasedin
Europe.

FAGERHULT

LTS

LOVE TO SHINE

Professional

Lighting solutions for indoor
environments, with a focus
onlocal and neighbouring
markets.

IARLIGHT @

Whitecroﬁ»)
lighting

EAGLE

/) LIGHTING

Infrastructure

Adapted lighting solutions
for environments with
special requirements for
installation and robustness,
oftenininfrastructure and
industrial projects.

designplan

LIGHTING

HvaLo

\/EKU

LIGHTSYSTEMS
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Fagerhult Group

The year in brief

Innovation

Sustainability

Employees and Group culture

Innovation is one of our most important areas and where we have
always focused. We strive continuously to develop new, more inno-
vative lighting solutions that improve well-being or that are better
suited for their applications and markets.

During the year we have seen several new innovative products
from our different brands. There has been a great deal of focus on
finding new materials that have alower climate impact, for example
Fagerhult Discovery. We also launched more Cradle-to-Cradle
certified products like the Whitecroft Selene 2, which have a fully
mapped life cycle. Nonetheless we are also continuing to chal-
lenge ourselves to develop the best optical solutions and to take
fulladvantage of the possibilities of LED technology, such as with
the iGuzzini Crystal.

We also continued our investments in smart lighting. We refer to
the technology as connectivity and we have two solutions: Organic
Response for indoor installations and Citygrid for outdoor installa-
tions. During the year we aligned these operations under a new
Chief Technology Officer (CTO) for the Group. Market demand
continues to increase and these solutions are key for achieving the
energy savings required by the Paris Agreement and the EU’s
Green Deal.

During the year we took major steps in sustainability. We further
developed the Group’s sustainability agenda and identified our
focus areas.

In2022, we mapped all the greenhouse gas emissions for our
entire operations based on scope 1, 2 and 3 from the Greenhouse
Gas Protocol (GHG). Based on this information, we then committed
to the Science Based Targets initiative (SBTi). These targets are
drawn from the climate science behind the Paris Agreement. We
have committed to the more ambitious 1.5 degree target and to
being a climate-neutral organisation by no later than 2045. We
have submitted all of our documentation to SBTiand are now
waiting to have our targets validated.

In2022, we also noted a significant increase in demand for renova-
tion projects where lighting was being replaced primarily for
energy savings. Since the latest technology and our own solutions
for smart lighting can achieve energy savings of up to 90%, this
leads to a significant amount of savings. In connection with these
renovation projects, we also developed a more circular offering.
Several of our brands now offer upgrades of existing luminaires
with new LED technology and smart lighting solutions. Retaining
the luminaire housing significantly reduces the amount of raw
material used and maintains the original architectural expression.
This is an option we have just introduced and that we expect to
grow during the next few years.

Our ability to recruit and retain valuable employees, and to develop
our leaders, is essential for our future performance. During the
year, the new area of leadership principles was added to our
strategy, which will be very important for the future.

In2022, we focused a great deal on our shared values and culture.
The work is long-term and tailored to the local conditions at each
company. Several projects were carried out during the year, pri-
marily focused on leadership training, and safeguarding and devel-
oping our local presence in all of our markets as we build a strong
shared culture. Great care has been taken to build networks within
and between our companies and business areas for dialogue and
knowledge exchange around our values and culture.
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U st EmeEEE The Group delivered its best year ever in 2022. The order intake of Net sales Operating profit
SEK 8,243 million was a new record —and the first time we achieved 8 270 8 3 3
over SEK 8 billion. New records were also set in net sales, with MSEK O, MSEK
SEK 8,270 million and organic growth of 11 per cent.
7,845 8270 795 833
686 088 706 706

Operating profitincreased quarter-by-quarter to reach arecord high 5,621
of SEK 255 miillion for the fourth quarter, despite the fact that season- 433
ality for this quarter often makes it aweak one. For the full year we
posted an operating profit of 101 per cent despite challenges from
cost pressures in the supply chain and inflationary pressures.

2018 2019 2020 2021 2022 2018 2019 2020 2021 2022
Results and key figures . ,

2o sot0 2020 2021 2022 Orderintake Operating cash flow
Net sales, MSEK 5,621 7,845 6,816 7,088 8,270
Operating profit, MSEK" 706 795 333 706 833 M S E K M S E K
Profit after financial items, MSEK " 667 696 217 622 79N )
Earnings per share, SEK " 4.39 3.32 3.21 264 327 8243
Sales growth, % 87 396 131 40 16.7 7,752 7674~ 1138
. , 7002 1,008

Operating margin, %" 126 10.1 49 10.0 10.1 ’
Netdebt/EBITDA? 20 29 32 23 24 5692 802
Equity/assetsratio, %" 32 42 47 49 52
Return on capital employed, %" 148 10.8 315) 6.9 8.1 378 403
Returnonequity, %" 250 135 10.1 78 8.8
Net debt, MSEK " 2,073 3,737 2,812 2,603 2,971
Net investments in non-current assets, MSEK 123 243 184 150 180
) The Group has applied IFRS 16 Leases from 1January 2019. The affected figures have been marked. For more information, please refer to 2018 2019 2020 2021 2022 2018 2019 2020 2021 2022

Accounting Policies, pages 128-132 and Note 26, page 149.
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During the past year we launched our new sustainability agenda, “Positive Change for Better Living,”

which further strengthens our focus on sustainablity topics and processes. This was the result of a
thorough and structured process with a wide variety of activities and projects, including screening of
all the United Nation Sustainable Development Goals and a complete materiality analysis including

dialogues with more than 70 different stakeholders.

The next step in sustainability was to identify our position by map-

ping the emissions of all of our brands according to the GHG

Protocol. The results made it clear how dominant the use phase is,
which highlights the importance of continuing to work with energy
efficiency and smart lighting solutions. Alongside the mapping,
projects and activities were identified to reduce our footprintin all
of our main areas. In 2023, we willintroduce several of these activi-
ties with partnerships throughout the Group. Our ambitions are
also connected to objectives within the various scopes of the GHG
Protocol (1, 2 and 3) that are in line with meeting the Paris Agree-

Fagerhult Group—Sales by energy classes

External net sales (%)

Share

Energyclass A

0%

Energy class B

1%

EnergyclassC

20%

Energy class D

26%

EnergyclassE

22%

Energy class F

1%

Energyclass G

4%

Without energy classification®

16%

100%

Share of net sales with light controls/sensors included?

5%

1) egoutdoor poles, healthcare panels.
2) Related to luminaries with integrated sensor for presence or daylight control.

Fagerhult Group

ment’s 1.5°C target. These targets have also been submitted to
Science Based Targets initiative (SBTi) to be validated during
2023.

Another area with a clear connection to this work is the new,
more comprehensive legal requirements in the EU Taxonomy.
This entails reporting which activities are Taxonomy-eligible
activities as well as which are Taxonomy-aligned. A relatively
large portion of our sales are eligible. Since aligned/sustainable

sales are defined by different energy classes, we have carried out

athorough review of where our sales fallin terms of energy
classes A through G as well as the portion of sales that include
sensors. We are well positioned, with a high portion of sales just
under the two highest energy classes, and with our systematic
work to continuously implement the most recent technology, we
are approaching higher energy classes in all of the solutions from
our brands.

Footprint from products sold by Fagerhult Group 2021
(our baseline year for SBTi)
Kilotonne CO2e

Source Scope ]
according to
GHG protocol
Usephase 88% Scope 3
Our CO2
— emissions
-1,500
Materials 8% . Scope 3
Not use phase
Other 2% Scope 3 170 (12%)
Logistics 1% Scope 3
Energy 1% === Scopeiand?2 —
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Comments from the CEO *

2022 was a good year for the Fagerhult Group and | take great m:\ . ¥
pleasure in our achievements. We achieved our highest sales ever g
and we delivered a strong result. Moreover, we also made substan- " »
tial advances in our sustainability agenda and strengthened our | 'F" ;\
“feam

position as a purposeful and committed player that contributes
to the creation of a sustainable society.

We made significant progress on our sustainability agenda during
the year. For example, we mapped our carbon footprint and com-
mitted to the Science Based Targets initiative. We are committed
toreducing our greenhouse gas emissions in line with the Paris
Agreement’s 1.5°C target and we will be a fully climate-neutral
business by 2045. | take great pride in this and it is an important
step for the Group, whereby we clearly set out our ambition to
make a tangible and measurable reduction in the environmental
impact of our operations.

Sustainability and innovation are driving development

The geopolitical turmoilin Europe has resulted inincreased
interestin energy efficiency and we have noted a considerable
increase in demand for renovation projects. This is also driven by
the upcoming EU-wide ban on the sale of traditional fluorescent
lightsin 2023. This creates new business opportunities for us and
we are carrying out an increasing number of projects where we
renovate and upgrade existing luminaires with new technology.
We are at the forefront in this area, largely due to our strategy of
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Fagerhult Group

focusing on local production close to our customers. The upgrade
of existing productsis a key component of our long-term strategic
transition toward a more circular business model.

Lighting accounts for up to 15 per cent of global energy con-
sumption. By using the latest technology, we can significantly
lower this consumption compared to traditional technologies. We
continue to invest in smart lighting, where we made considerable
advances during the year and have noted strong growthin the
market. Connected lighting solutions help to optimise use and
thereby minimise energy consumption without affecting users’
lighting experience. Smart lighting combines the latest LED tech-
nology with connectivity solutions to achieve energy savings of up
to 90 per cent compared to a traditional lighting installation.

We create lighting solutions that make people and the environ-
ment feel better. Our innovative technology not only enables
lighting to be controlled as needed —it also allows control of, for
example, temperature and ventilation for a comfortable indoor cli-
mate, leading to enhanced well-being and improved work perfor-
mance for the people who spend time there. Smart lighting can
also help with other aspects, such as monitoring various types of
equipment to be able to optimise maintenance, or security and fire
protection. The applications are almost endless. This creates new
business possibilities in partnership with suppliers of other installa-
tions for buildings and urban environments, which we expect to
continue to develop strongly in future years.

2022 avery good year

When looking back on 2022, it was a very good year for the
Fagerhult Group. We achieved the highest net salesin the Group's
history. Sales totalled SEK 8,270 million. We also posted strong
earnings of SEK 833 million together with an operating margin of
101 per cent. This was despite the challenges presented by the
year in terms of logistics flows, component shortages, inflation and

.

¥

not least the geopolitical turmoil in Europe. Russia’s invasion of
Ukraine prompted us to decide in early March to wind up our sales
organisation in Russia. This has been conducted with great care
for our employees and pursuant to the applicable legal require-
ments. The strong results that we delivered for the year despite
these challenges is agood testament to our ability to adapt to new
conditions.

Curious, learning and innovative culture
lver the year, we have evolved as an organisation with a clear
ared agenda and with the capacity and willingness to face chal-
her. Work with our shared culture continues with our
urious Creators; Committed Together; and Aim
jective is a culture where we learn from each other
by curiosity and innovation. We have
adapt to achanging world and to
pment through continuous renewal of our

with great confidence and with the conviction that
we are very well-positioned to contribute to amore sustainable

sustainability are anincredible asset for
clude by thanking all our employees for t

Haboin March, 2023

Bodil Sonesson
Presidentand CEO

We enter 2023 wi
and with the conv
very well-position
amore sustainabl
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Vision

Aworld
enhanced
by light

Our vision acts as overall message for all our operations.
It addresses the significance of light in all environments
and reflects the drivers that characterise and unify the
companies that comprise the Fagerhult Group. That we
are strongly rooted in a culture of innovation and that our
passion for lighting will make the world more beautiful
and help people feel better.

cla he ration,
innovation and strong focus on sustainability in every-
thing we do. We have high ambitions in sustainability,
with afocus on carbon dioxide emissions as well as
circularity.

12

Our core values are Curious Creators, Committed
Together and Aim Higher. Put together: Curious
Creators that are Committed Together to Aim Higher.
These values effectively reflect how we act and what we
need to do to maintain our success.
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Our value creationis based on our vision, “A world enhanced by light.” Through
the right lighting, we create environments that are better and more attractive for
society and for people. Our work is based on trends in our operating environ-
ment and the drivers that affect us.

We have set several long-term targets for our operations in terms of financial
performance as well as our shared sustainability agenda.

13

Fagerhult Group

Our value creation
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Value creation model

14

We create value for society by working towards our vision, “a world enhanced by light.” Our work is based on our business environment

and we take the drivers that affect us into account. We work based on three perspectives: our employees, our operations and our

offering. This perspective is also connected to our sustainability agenda - ‘Positive Change for Better Living’. We have several long-
term ambitions for our business. On the financial side, they are long-term and across an economic cycle, while our climate targets are
set on two different time horizons, to be validated by Science Based Targets initiative (SBTi).

A world enhanced by light ourision

Business environment
anddrivers

Climate change
Global power relations
Digitalisation

Urbanisation

Curious creators Four business areas Right light inright place
Employee strategy Strong brands Smartlighting

Our Our Our
employees operations offering

1. Responsible 2. Responsible 3. Circular solutions
relations operations 4. Knowledge leader

POSIthG Change for Better LIVIng Our sustainability agenda

Long-term ambitions

Net sales CAGR growth 10%
Operating margin above 10%
Dividend distribution of 40-60%
of earnings per share

Contribution to the UN SDGs and

tothe 1,5 degree target of the
Paris Agreement

ANNUAL AND SUSTAINABILITY REPORT 2022
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Business area Abu Dhabi, United Arab Emirates Read more
Collection In apedestrian tunnel from the car park for anew hotel, about this here
lighting has been used to create the illusion of the (external link):

Reference

tunnel growing narrower.
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Business environment
and drivers

Including sustainable development in decisions regarding how we live our lives,
how we conduct operations and how we plan for the future is now the norm.
Several global trends contribute both to challenges and to opportunities going
forward to achieve along-term sustainable society. Within Fagerhult Group we
follow short- and long-term trends that affect us and regularly adapt to take
advantage of trends or, sometimes, counteract them.

Demand is constantly growing for
sustainable solutions with low energy
consumption that have been manufactured
responsibly with sustainable materials.

16

Climate change

Climate change is the overshadowing global megatrend for individ-
uals, companies and societies all over the world. Demand is con-
stantly growing for sustainable low-energy solutions that have
been manufactured responsibly with sustainable materials. For
the construction industry, which accounts for 40 per cent of the
world’s carbon dioxide emissions, this is a critical matter. Existing
buildings also account for 30 per cent of worldwide energy con-
sumption. Today we already have technology that canincrease
energy efficiency and reduce the industry’s carbon footprint: LED
lighting has been around for fifteen years but is only used in one
out of three buildings in Europe, on average.

What we do:
Our value chainis characterised by sustainability in every step,
from design and development, through manufacturing in our
own factories close to customers, and to sales and after-market
services

We deliver energy-efficient solutions with resource-efficient
production and develop products from alifecycle perspective.

We jointly conduct intense development work throughout all
business areas. We develop solutions that lead to reduced
material consumption and an increased focus on reuse. Smart
lighting and the latest LED technology can drastically reduce
energy consumption —up to 90% compared with a traditional
installation. Our carbon footprint is also kept low through local
production close to our customers.

ANNUAL AND SUSTAINABILITY REPORT 2022
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Global power relations

Energy shortages and rapidly rising energy prices due to the
increased global tensions following Russia’s invasion of Ukraine
have created anincreased awareness of the importance to
improve energy efficiency. Changing lighting solutions is part of
the solution and is a relatively simple measure. The growing geo-
political tension also creates tension in supply chains, making it
necessary for companies to review their footprint in order to meet
customer needs.

What we do:

We apply a sustainability perspective to all parts of operations.
Everything from design, manufacturing, installation and opera-
tionto service is to be characterised by smart use of resources
and high energy efficiency. Our products have the largest cli-
mate impact from their use phase. Using smart lighting with the
latest LED technology significantly lowers energy consumption
with aconsequent reduction in climate impact.

Shifts in the global balance of economic power, together
with moves away from globalisation, have both a positive and a
negative effect on us. We see a negative impact on the global
economy, rising inflation and stresses on global supply chains.

At the same time, our strategy of being near customers with
local production also has advantages. For example, we can offer
customised renovation projects in a way that would be impos-
sible if our manufacturing had been entirely based in some-
where like Asia. Our production facilities are close to their local
markets, rather than at the other end of along and vulnerable
supply chain, which makes us less exposed to geopolitical
turmoil. Our decentralised operations in four business areas
with individual brands also has advantages and creates addi-
tional robustness.

Digitalisation

The rate of digitalisation is increasing and new applications are
appearing regularly. For the lighting industry, digitalisation and
smart lighting are important componentsin creating sustainable
solutions and installations. Ecosystems around smart buildings
and cities continue to evolve rapidly. Digitalisation and smart
lighting enable actors to connect installations from different areas
and sectors, and to create new sustainable added value in eco-
systems around properties and in urban environments.

What we do:

We now offer smart lighting for outdoor and indoor application
areas. Smart lighting refers to sensor-equipped luminaires that
can share and receive information about their surroundings.
To that end, these luminaires are equipped with connectivity
solutions including sensors and communication equipment.

We offer two connectivity solutions for smart lighting,
Organic Response for indoor use and Citygrid for outdoor use.
Development is done at Group level, ensuring that know-how
and new solutions are made available to all our brands.

Our open systems are easy to install and use as well as tai-
lored to the respective application. Using open systems, we col-
laborate on digital solutions for properties with a variety of part-
ners, for example in construction, ventilation and safety, so that
together, we can create added value for customers and users.

17

Urbanisation

Accelerating urbanisation around the world means that more than
half of the world’s population lives in cities. Additionally, we now
spend close to 90 per cent of our time indoors. Good lighting,
indoors and outdoors, has thus become essential for our lives.
Indoors, the right lighting contributes to comfortable environments
to support well-being. Outdoors, lighting supports safety and
better atmospheres in our urban environments.

What we do:

Our brands are specialised in developing the best lighting solu-
tions for their respective applications. Together with customers
and partners, we create tailored solutions for each unique appli-
cation. We also participate in research together with selected
universities to explore and share knowledge about the signifi-
cance that light has on people and our well-being.

For the lighting industry, digitalisation and smart
lighting are important components in creating

sustainable solutions and installations.

ANNUAL AND SUSTAINABILITY REPORT 2022
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LTS

LOVE TO SHINE

Business area
Premium

Ravensburg, Germany
In the reception of a pharmaceutical company, the
goalis to create a welcoming environment that simul-
taneously functions as an exhibition room.

Read more
about this here
(external link):
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Our sustainability agenda

Value creation model
Business environment and drivers
m Our sustainability agenda

Long-term objectives and ambitions

Our sustainability agendais anintegrated part of our business strategy and defines
four focus areas with long-term ambitions and defined activities.

Our employees Our operations Our offering

We work inclusively with respect for each other We maintain a holistic and responsible perspective Our experience and knowledge drive our innovative
and raise issues concerning diversity and differ- throughout the entire value chain. Our top priority is approach to create circular lighting solutions for a
ences to help us to develop and grow our busi- the protection and safety of the people who come better environment and a brighter future. We also offer
ness. Our Code of Conduct applies for all of our into contact with our operations and our solutions, various reuse solutions and business models wheniit
brands and companies. along with taking care of our planet. We leverage the comes to managing existing products.

latest innovations to reduce our environmental
impact and minimise waste.

We are knowledge leaders in sustainable lighting solu-
tions, with extensive expertise in all relevant areas.
Transparency and reliability contribute to our high
integrity and credibility in the eyes of the business
environment, whichis central since collaboration and
partnerships are crucial for how we conduct business.

Fagerhult Group ANNUAL AND SUSTAINABILITY REPORT 2022
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20

Long-term objectives and ambitions

Our long-term objectives, established during the year, represent our ambitions over a single economic
cycle. Work is ongoing to set objectives for smart lighting.

Net sales
growth

Operating margin

Returns,

% of earnings per share

Smart Lighting

Sustainability

Goal Comments
o Our objective is to achieve average annual sales growth, CAGR of 10 per cent.
1 /0 The outcome is affected by economic cycles and acquisitions.

1 O O/ Our objective is an operating margin above 10 per cent.

0 Our long-term objective is to distribute 40 to 60 per cent of annual profits to our
— /O shareholders.

We will establish ambitions for the share of smart lighting with connectivity solutions. Defining these objectives are in progress
and follow up will beginin 2023.

We have developed climate goals to be validated by Science Based Targets initiative (SBTi). This means that we will reduce our
greenhouse gas emissions according to the 1.5 degree target from the Paris Agreement and become climate-neutral by 2045.
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Engaged and motivated employees create the preconditions that
allow us to deliver high-quality, sustainable solutions. Diversity, health,
leadership and personal development are areas we prioritise to be an
attractive employer.

We are actively working to strengthen our shared values for the long
term. We believe that a strong culture is important.

21
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Curious creators that aim higher

Long-term work

At Fagerhult Group, our long-term work deliberately focuses on
building the organisation’s ability to coordinate and develop with our
surroundings. Shared values and a sustainable culture require
careful and patient work over the long term and across many areas.
Networks need to be created and maintained between HR func-
tions as well as between companies in each business areaand
between Group and subsidiary management. Ensuring that com-
munication about values and culture conveys and strengthens the
same message throughout the entire organisation requires a great
deal of systematization and coordination.

Core Values

Curious Creators
Committed Together
Aim Higher

Curious Creatorsthatare
Committed Together to Aim Higher

Common core values

Our cultureis built on our core values. They characterise who we
are and what we do, how we treat each other, how we recruit
employees and how we evaluate achievements as well as how we
build good leadership. Strong values build a strong culture and
pave the way for success.

We are convinced that merely presenting these values for
employees to simply accept or take active note of is not sufficient.
The values need to come from the employees themselves. In 2021,
we carried out comprehensive work in the entire organisation to
clarify and define our culture. There was substantial commitment
among employees and the work resulted in several core values
that collectively set a great deal of focus on our passion for light
and lighting as well as a willingness to take responsibility. The new
core values are Curious Creators, Committed Together and Aim
Higher. Put together: Curious Creators that are Committed
Together to Aim Higher. This corresponds well with our heritage
and extensive history.

22
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Employee strategy
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The goal of our employee strategy is to strengthen collaboration across the Group and to ensure that we become

even better at attracting, retaining and developing the right talent. This strategy was developed through a joint

effortinvolving all of our companies. By working together, we created a strong team spirit between the HR
functions of our different companies. This is animportant foundation for succeeding with our strategy.

A changingindustry

Rapid changesin the business environment are also impacting the
lighting industry. Anincreased focus on sustainability and new tech-
nology with, for example, connected solutions is creating demand
for new work methods and expertise within the Group. It isimportant
that we continue developing these internally, and recruit the right
expertise when necessary. One important aspect of this work is to
strengthen our position as a knowledge leader in collaboration with
partners and customers. The delivery of sustainable lighting solu-
tions requires good partnerships and the right expertise. This is
important, not least in the fast-growing field of connectivity.

New connected solutions require new expertise within all the
departments, from development and production to marketing and
sales. Rapid technological development is also creating new busi-
ness opportunities and partnerships that need to be developed
within the field of smart buildings and cities.

Over the years, we have acquired a large number of companies.
Inmany cases, changes in leadership occur within the next few
years, as many acquisitions are prompted by generational changes.

Our goal is to build up strong leadership team as we implement
organisational changes and recruitments. Animportant objective
is to build strong and dynamic teams that work together to create a
strategy for the company, based on knowledge and facts. We need
to continuously develop such leadership teams for the long termin

order to keep pace with market changes, so that we seize the
opportunities that arise.

The employee strategy encompasses several focus areas:
culture; diversity and inclusion; leadership, talent and competence
development; and change processes.

Diversity and inclusion

Appreciating people’s differences and various skills is animportant
way to increase diversity, whichin turn leads to better conditions for
creating amore innovative culture. Each company is tasked with
actively working to create a better balance between the genders,
not least during recruitment. Our Code of Conduct states that all
employees, irrespective of gender, age, religion, sexual orientation,
or ethnic background, should be given the same opportunities for
development and advancement as well as equal pay for equal work.

Career and competence development

Each company drives the continuous competence development of
its employees through offering an inclusive environment charac-
terised by good development opportunities and attractive career
paths, locally as well as globally, together with targeted training
initiatives adapted to local needs. There are also long-term efforts
in place to attract more young talents to the lighting industry. We
actively drive the agenda to increase knowledge exchange in the

field of recruiting, with the goal of further improve recruitment
processes across Fagerhult Group.

Employeesinfocus

To ensure development is positive, all managers are responsible
for conducting at least one development dialogue with their
employees every year. The company controls individually the
content and frequency of development dialogues.

Sustainable leadership

Our overall ambition is to develop managers who feel comfortable
in their roles and apply a coaching style of leadership. We value
sustainable leadership with the ability to encourage employees
and capitalise on the advantages of their differences and skills.
The leadership modelin Fagerhult Group provides guidance and
governance for allmanagers in all companies.

Zeroinjuries vision

We have avision of zero workplace injuries and have established
procedures for reporting incidents and accidents. Each company
is responsible for regularly conducting safety training with
employees and subcontractors and for carrying out regular and
systematic workplace assessments to develop and improve the
working environment and safety.
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We continue our focus on values
and leadership development

Interview with Andrea Gageik, Chief People Officer

What has beenin focus for the past year?

“In 2022 we continued the work with our Group culture that we
beganin 2021. We completed several projects, primarily within
leadership development. Collaboration in and between business
areasis animportant goal for our work with values. It is essential
that we reach a shared vision across the entire organisation for
what our shared values stand for, and what we stand for, without
losing our local footholds. The culture needs to feel genuine, even
from alocal perspective, for our companies and their markets.”

What will be in focus for 2023?

“Work on culture and values will continue with high energy during
the coming year. We want to continue building and create a
curious, outward-oriented organisation that is consistently
focused on development and growth.”

Which concrete project have been planned?

“Several projects for leadership development have been planned,
including training in leading yourself as well as others, leadership
for innovation and change, team building and developing our
leadership principles.”

What s especially important to pay attention to in leadership
development?

“Attracting, recruiting and retaining the right expertise is even more
crucial in a value-governed organisation. Recruiting managers
need to be trained so that recruitment decisions are even more
strongly tied to future strategic needs.”

How are you planning to drive work and follow up on diversity
andinclusion?

“We plan to send an inclusion survey throughout our companies,
thereby encouraging an open discussion about inclusion and
diversity. The results will be reviewed in focus groupsin all
companies.”
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We work inclusively and responsibly with respect for each other and affirm diversity and differences,
helping us to renew. Our Code of Conduct applies for all of our brands and companies.

Responsible relations is one of the four focus areas in our sustain-
ability agenda and our employees are our most important
resource.

Partnerships and collaborations with people is the cornerstone
of our success so far in our sustainability journey, where all of our
stakeholders are included in some form. Thus, this applies to
internal as well as external partnerships.

Diversity is one of the pieces for us to become, and remain, an
attractive employer. We see people’s differences as a strength and
value the many different experiences they bring with them. This is
how we work together to create the conditions for an inclusive,
respectful and innovative culture.

Diversity helps us renew and ensures that different perspectives
are taken into consideration when making decisions. Our compa-
nies work constantly for equality between the genders, not least
when recruiting. Allemployees, irrespective of gender, age, reli-
gion, sexual orientation, or ethnic background, should be given the
same opportunities for development and advancement and we
offer equal pay for equal work. This is stated in our Code of
Conduct.

Our Code of Conduct is a summary of the expectations we have
onall employeesin the Group. The Code regulates how we treat
each other and our stakeholders. Everyone who works within the
Group must act in accordance with the Code of Conduct. Our
companies also inform our suppliers and partners about the Code
of Conduct to make sure they are aware and act in accordance.

Managers, leaders and employees in key positions have extra
responsibility for ensuring compliance with the Code of Conduct
and therefore complete trainingin the Code of Conduct every
second year. Everyone at Fagerhult Group is responsible for
reporting deviations from the Code of Conduct or other serious
improprieties.

The whistleblower service isimportant for supporting a high
level of business ethics and maintaining the trust of customers and
the general public. There are guidelines and a process for how
incoming reports are to be assessed. To keep up with new legal
requirements, we have implemented third-party reporting for
incidentsin order to ensure anonymity and privacy.

27

Responsible relations is

one of the four focus areasin
our sustainability agenda and
our employees are our most
important resource.
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We are one of the world’s leading lighting companies. With our 12 lighting
brands, we have a presence in 27 markets, from the US to Australia.

Our brands are organised into four business areas based on applications,
target groups and geographic markets. We work together closely with our
partners to create the best and most sustainable lighting solutions for our

customers.

Fagerhult Group

Our operations
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Business area Collection
Business area Premium
Business area Professional

Business area Infrastructure
Our group consists of 12 strong lighting brands that all offer professional lighting solutions. We focus on

local development and production to be close to our end customers and partners, but together we have
aglobal presence. Our goalis to grow in new and existing markets by taking advantage of our extensive
expertise and growth opportunities from new, innovative and sustainable solutions.

Responsible operations

Here is how we drive and develop our business

Business areas Collection Premium Professional Infrastructure Our brands have
operational responsibility

Joint development of technical

Connectivity H :

SLEL nghtmg solutions for smart lighting
Strategic Innovation Sustainability Employees and These strategic initiatives are driven
focus areas at the Group level

Group culture
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Operations are conducted in four business areas in
which we have gathered our different lighting brands.
The business areas build on similarities that unite our
brands in terms of focus areas, market presence and
customer groups with the aim of leveraging new oppor-
tunities by means of collaboration between our brands.

Strong brands with local roots

Within each brand, we have extensive experience and
knowledge of lighting and the significance of creating
the right light. All of our brands drive their operations
and growth initiatives separately. All brands are com-
plete companies with local roots in alocation where
everythingis united, from development and production
to management functions. Our local presence s cru-

cial and provides us with the opportunity of being close
to customers and partners, adapting our products and
securing short lead times.

Organic growth

Organic growth in the companies s either the result of
product innovation in which the offerings are expanded
or throughincreased market shares in existing or new
markets.

Acquisitions remain animportant component
Acquisitions have been fundamental to establishing
Fagerhult Group and moving forward, we seek acquisi-
tions that are either in line with the growth strategies of
our respective business areas or that contribute with

31

new technology in key focus areas, for example, in
smart lighting. Several acquisitions were carried out
between 2010 and 2020 in order to add new product
categories and geographic markets. Our reach has
grown from Nordic to European and finally global.

Collaboration through forums

In addition to the business area structure, we also
have Group-level forums. This is where we work with
knowledge exchange and collaboration between
our brands. Each forum has a sponsorin The Group
Management Team and we now have five active
forums in the areas of marketing, innovation, pro-
duction, purchasing and finance.

Connectivity

Development in smart lighting is progressing quickly
and we have chosen to collect our technical solutions
under the name connectivity.

We define smart lighting as sensor-equipped
luminaires that can share and receive information
about their surroundings. We refer to the sensors
and communication technology that enables this as
connectivity.

We have collected our connectivity organisation at the
Group level, with approximately 40 employees. We
provide two technical solutions and brands, Organic
Response for indoor use and Citygrid for outdoor use.
Development is done at the Group level to ensure that
know-how and new technology are made available to
all our brands and are a natural part of their offering.

Our connectivity solutions are based on motion
detection via sensors and provide our installations with
significant energy savings, which is why they are an
important part of our sustainability agenda.

Inaddition to energy savings, the data from our sen-
sors can also create added value in other verticals and
we manage these partnerships jointly within this
organisation.

Strategic
focus areas

Fagerhult Group

The market is changing and growth opportunities are
constantly being created. To ensure that we have a
shared focus on these opportunities, we have chosen
tolaunch a number of strategic Group-wide initiatives.
While our brands have operational responsibility for
implementing these initiatives, we are also increasing
focus and ensuring that knowledge and technology is
available for all of our brands.

Innovation
Constant development is critical for us and innovation
is one of our most important areas. Each brand have

enormous knowledge when it comes to light and they
are working continuously on new solutions and mate-
rials. At the Group level, we are currently focusing on
smart lighting and its associated opportunities. Other
new technical solutions can be developed at the
Group level when deemed appropriate.

Sustainability

Demand is growing for energy efficient sustainable
solutions that are made responsibly with sustainable
materials. We apply a holistic business approach to
develop a sustainable value chain and operations.

At the Group level, we drive our shared sustainability
agenda and also work with our goals related to carbon
dioxide emissions.

Employees and culture

The aim of the Group's overall employee strategy is to
prepare for the future by strengthening collaboration
and ensuring that we attract and develop the right
talent for the future. There is a great deal of focus on
developing our shared culture.
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Business area Collection

Collectionis home to our internationally-
recognised brands. All have an international
product portfolio appreciated and used by
lighting designers and architects all over the
world. The brands within Collection offer a broad
product range with afocus on outdoor and indoor
environments with high requirements in terms of
architectural design. Product development and
production takes place in Sweden, Germany,
ltaly, Canada, China and Thailand.

ateliglyktan  iGuzzini
we-ef
353 3,854
3,162
242
Operating profit
MSEK OO3
2021 2022 2021 2022

ateljé Lyktan

Head office: Ahus, Sweden

Our oldest company, ateljé Lyktan, was founded in 1934 by Hans
and Verna Bergstrom. With strong roots in Nordic design, ateljé
Lyktan offers high-quality products for indoor and outdoor environ-
ments. Many of their products have become design classics.

iGuzzini

Head office: Recanati, Italy

iGuzzini was founded in the Italian province of Recanatiin 1959 and
has grown into a world-leading brand for architectural lighting. True
to their heritage, the company continues to develop innovative
lighting solutions with a stringent focus on design.

LED Linear

Head office: Duisburg, Germany

The shift to LED technology startedin 2006 and has created fan-
tastic new opportunities. Led Linear was founded the same year
and has constantly renewed itself to take full advantage of the
opportunities with the LED technology. Focus is primarily on
customised linear luminaires for professional environments.

91
76

Net sales

MSEK 3,854

91%

2021 2022

Operating margin
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WE-EF

Head office: Bispingen, Germany

WE-EF was founded in Bispingen, north Germany in 1950, by
Wolfgang Fritzsche, and has developed from a small family busi-
ness to aleading global manufacturer of high-performance
outdoor luminaires. The company has an international market
presence with focus on urban environments.

Focus

We see excellent growth opportunities in our existing markets,
with afocus on Europe and North America, especially the US.
Animportant part of this is developing our business model so
customers can understand our solutions rather than focus on
our products.

Innovationis animportant factor for our continued growth —
creativity and high ambitions create new value for our customers.
Increased collaboration within the business area contributes to
innovation and new growth opportunities.

ANNUAL AND SUSTAINABILITY REPORT 2022
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Light Shed from iGuzzini: a new innovative
luminaire that creates entirely new opportunities

The unique shade is offered in a wide range of colours and
designs, making to possible to create an accent or to interact with
the colours and finish in the surrounding space. The shade is also
available in sound-absorbing material that dampens noise pollu-
tion. The well thought out design not only provides the best pos-
sible light experience — it also contributes to the atmosphere and
creates abetter work environment.

The Light Shed product family consists of luminairesin several

Innovation is one of our mostimportant focus areas and we
take a holistic approach to the complete solution fromidea to
installation. Understanding customer needs and identifying
opportunities to combine functions in new ways and forms
drives our product development.

Light Shed from iGuzzini is an entirely new innovative product for
lighting in office environments. This is a product solution for one of

the most common square office luminaires in the market. Within the different sizes for either recessed or hanging mounts. Inthe
standardised square luminaire form, a solution has been created
with alight source in the middle surrounded by a thermoformed
shade.

hanging version, the luminaire can be mounted together in different
formations to create a room-within-a-room. With its many applica-

tion areas and flexible design, Light Shed has already won several
design awards, including the prestigious Red Dot Design Award.

Light Shed was developed in accordance with Ecodesign and
has received the PEP Ecopassport®. The thermoformed shade is
manufactured out of recycled raw materials and is very light. The
luminaire weighs a total of 1.8 kg, which is significantly less than a
traditional luminaire of the same size. The low weight makes instal-
lation easier and makes transportation more sustainable. Thisis an
excellent example of how we use innovation to create a new solu-
tion that contributes to better work environments and has a signifi-
cantly smaller climate impact.

The thermoformed shade means
that Light Shed is extremely
lightweight—only 1.8 kg.

1Guzzini

=

reddiat winner 2022
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Business area Premium

Premium focuses on the European market and
global retail customers who have abasein
Europe. Through close collaboration with speci-
fiersandlocal partners at the specifier level, pre-
mium projects are delivered, often with custom-
ised solutions. The majority of sales focus on
offices, schools, healthcare and retail, but there is
also an outdoor range available for urban environ-
ments in specific markets. Product development
and manufacturing facilities operate in Sweden,
Germany and China.

Fagerhult

Head office: Fagerhult, Sweden

Fagerhult represents our roots. Founder Bertil Svensson manu-
factured alamp for his mother, who needed good lighting for her
needlework. He founded the company in 1945 with the business
idea of improving people’s everyday life with good lighting. From
the start, the brand has developed into a leading European supplier
of lighting solutions. Strongest focus is on offices, schools, health-
care and retail but with a selected range of outdoor solutions

LTS

Head office: Tettnang, Germany

Twin brothers Wilfried and Walter Schlegel founded LTS in1985in
Ravensburg, Germany. With a strong base in the German market,
LTS offers innovative lighting solutions for indoor environments
with afocus on the retail industry but also for hotels, restaurants
and offices.

35

Focus

The Premium business area has a strong platform for continued
growth, with afocus on existing markets. In Germany and France,
we are driving several strategic projects to further leverage our
market opportunities.

The circular business model Re:furbish, where we offer our cus-
tomers the opportunity to upgrade their existing lighting installa-
tion with the latest technology, was launched in 2022. There are
excellent growth opportunities here in the coming years.

FAGERHULT LTS
398 2,814 13.9 141
352 2,531 —
Operating profit Net sales Operating margin
o)
MSEK 398 MSEK 2,814 141 /O
2021 2022 2021 2022 2021 2022
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Fagerhult updates luminaires with the latest technology
for the Greenhouse Solna Strand project

Major development have been made in the technology for
professional lighting in the last few years. The energy-efficient
LED technology was launched around 15 years ago and has
quickly become the standard. This rapid shift in technology
means that there still several luminaires installed that are
entirely outdated in terms of energy performance, even if they
have a long useful life remaining.

As aresponse to this, several of our brands offer services where
existing luminaires are reused and upgraded with the latest LED
technology and sometimes also connectivity solutions to be

converted into smart lighting. Within the Business Area Premium,
Fagerhult offers these services through the Re:furbish concept.

The Greenhouse Solna Strand property owner, Humlegarden,
had high ambitions for the project. The objective was to renovate
the property to create a flexible and dynamic environment with
premises suited for modern ways of working and different kinds of
environments, meetings and events. During the renovation there
was a strong focus on sustainability, from climate-smart tech-
nology to reusing materials and choosing them with care. The
property will be certified Very Good under the BREEAM In-Use
environmental certification.

Fagerhult contributed to the project by reusing the existing
lighting installation. Within the framework for Re:furbish, Fagerhult
delivered a lighting solution where the existing luminaires from
2009 will remain but will be upgraded to modern LED luminaires
with presence and light sensor control through Organic Response.
Intotal more than 2,700 luminaires were upgraded, corresponding
to 71tonnes of re-used material.

Since each project has unique conditions, this type of project is
more challenging than a typical new sale. This is where our local
presence brings a significant advantage, with development and
production close to our markets.

Jessica Wahlberg, Fagerhult and
Clas Boudrie, Humlegarden.

FAGERHULT
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Business area Professiona

Professional primarily offers lighting solutions for
various indoor environments; offices, schools and
healthcare. The focus is onlocal and neighbouring
markets. Production and product development
take place locally for each brand, in Turkey,
Australiaand the UK. Through close collaboration
withlocal partners they can develop customer-
adapted solutions with tailored products that can
be delivered with short lead times.

Whitecroft
ORLIGHT @ EACLE o I )))
84 997 1019
44
Operating profit
MSEK 44
2021 2022 2021 2022

Arlight

Head office: Ankara, Turkey

The Turkish company Arlight was founded in 1991in Ankara by
Cemil Arliand has developed to a leading lighting company for
indoor applications in the region, with product development
adapted to local market demands.

Eagle Lighting

Head office: Melbourne, Australia

Eagle Lighting was established in 1972 and has growninto a
leading brand in the markets in Australiaand New Zealand. The
company focuses on local production of lighting solutions for most
professional indoor environments but also sells other Group
brands locally.

84

43

Operating margin

4.3%

Net sales

MSEK 1,019

2021 2022
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Whitecroft Lighting

Head office: Manchester, UK

The company was founded in 1945 by Tom Freer and is currently
one of the UK’s largest manufacturers of professional lighting. The
company focuses on customised solutions for offices, educational
facilities and health care.

Focus

Companies within Professional are all leaders in their markets.
They all focus on sustainability and significant progress has been
made in terms of smart and circular lighting solutions.

Since the companies are similar in nature and focus on the same
segments, they benefit from collaboration and knowledge sharing
in product development as well as manufacturing and marketing
between companies.

ANNUAL AND SUSTAINABILITY REPORT 2022
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Whitecroft continues to launch Cradle-to-Cradle
certified products, now with the new Selene 2

Indoor environments have a variety of different lighting chal-
lenges. Many different aspects need to be takeninto consider-
ation: workers need good lighting, the environment needs to be
comfortable and appealing to customers and visitors, energy
consumption needs to be low and products need to be respon-
sibly manufactured.

Whitecroft has been working on a new approach for a few years
with a strong of focus on circularity. The company has also created
acircular business model that encompasses everything from

product design to manufacturing, usage, upgrades and recycling.
The result of this has been the development of several circular
products that are certified Cradle-to-Cradle. The entire concept is
called Vitality.

As demand grows, the offering is being expanded with new
products for several application areas. One of Whitecroft’s best-
sellers has been Selene, alinear luminaire for offices and schools.

The follow up, Selene 2, was presented in 2022. It is an entirely new

luminaire, with reworked design and material choices that resulted
inan even better product, with significantly less climate impact.

Design was guided by the concept of circularity and the new gen-
eration is Cradle-to-Cradle certified at the Bronze level. Most of the
new innovative solutions significantly reduce our climate impact.
This includes aninnovative new double-sided circuit board design
for LED chips that reduces the use of FR4 epoxy, that has a nega-
tive impact on the environment, by a full 40 per cent. Assembly is
also customised to minimise the use of adhesive, which means that
when the luminaire eventually needs to be upgraded, a full 95 per
cent of the material can be reused.

In 2022, Whitecroft launched a
new Cradle-to-Cradle certified
generation of its Selene product.

Whitecroft

lighting /
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Business area Infrastructure

Infrastructure offers lighting solutions for environ-
ments with specific requirements for installation,
robustness, oftenininfrastructure and industrial
projects. The companies are world-leading in
their fields, and have extensive experience of
finding the best solutions for each projectand
customer. Most of the sales take place in Europe
but there are also some global installations.
Product development and production take

place inthe UK, Finland and the Netherlands.

designplan HvaLo \/_E|(|:|
LIGHTING LIGHTEYSTEMS
14 909
88 731
Operating profit
MSEK 114
2021 2022 2021 2022

Designplan

Head office: Sutton, UK

The company was established in the UK in 1963 by Arthur Cumper
and his business partner, John Barber. Their business idea was —
and stillis—to design robust luminaires for challenging environ-
ments like the transportation sector and other environments that
require a high level of safety. Main presence in the UK market and
Germany.

I-VALO

Head office: littala, Finland

The company started out in Finland as a part of the famous glass-
works factory, littala. In 1963, I-Valo was launched as an indepen-
dent brand and today, it is a leading supplier of lighting solutions for
heavy industry operating within extreme conditions.

121 125

Net sales

vse 909

2021 2022

Operating margin

12.5%

Veko

Head office: Schagen, The Netherlands

The Dutch company was established in 1975 and specialises in
linear LED lighting for industry and warehouses. Veko offers mar-
ket-leading high-performance lighting solutions and highly efficient
installations. Strong presence in the Dutch market with afocus on
lightindustry, warehouses and data centres.

Focus
The three brands within Infrastructure all have a strong positionin
their national markets and are well positioned for further growth
through expansion to other adjacent markets, particularly inthe
Nordic region, Germany and the UK.

Both the market and the macro trends favour continued growth.
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Designplan develops new, specially-adapted
lighting solutions for Deutsche Bahn

Commuters often perceive public transportation environments
like trains and underground stations as uncomfortable, sterile
and unsafe. Good lighting contributes to an enhanced experi-
ence, both by creating a more comfortable atmosphere and by
increasing safety. At the same time, lighting needs to meet
requirements for robustness and durability.

Deutsche Bahn has stringent requirements for lighting at its train
stations. The process for approving new luminaires includes avery
thorough evaluation of technical as well as aesthetic properties,

after which a handful of suppliers are chosen for larger assignments.

Many stations currently have outdated lighting solutions that
need to be replaced. Coburg station is one of Deutsche Bahn's six-
teen “Stations of the Future” that is now being renovated to test
new solutions. Designplan was tasked with designing lighting that
would meet the high technical specifications and that suited the
station’s original design.

To meet the specific needs, Designplan developed a new
channel system for its robust luminaire Tuscan. It covers and
secures cables while providing a cohesive architectural profile. For
Coburg station, the environment was 3D scanned to customise the
lighting for the ceiling and walls.

The project was a success and will hopefully lead to opportuni-
ties to provide lighting for more of Deutsche Bahn's stationsin the
future.

The lighting at Coburg station was
updated with Designplan’s Tuscan
product and a specially designed
channel system.

designplan

LIGHTING
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We have a holistic and responsible approach to the entire value chain, with people’s safety
and well-being as well as areduced impact on the climate and environment as our highest
priorities. We use the latest innovations to reduce waste from our operations as well as from
our products and to reduce GHG emissions along the entire value chain.

Responsible operations is one of the four focus areas in our sus-
tainability agenda. We conduct comprehensive work to ensure
ethical, sustainable business in all parts of our operations. Our
fundamental guidelines apply to all of the Group’s companies and
affirms that companies must follow national laws and ordinances
as well as our Code of Conduct, without exception. We use our
own Code of Conduct for suppliers and other partners so that
they also meet corresponding requirements.

Upon company acquisitions, a thorough review in the form of a
due diligence process is always initiated that is adapted based on
the current acquisition candidates and countries where they
operate. A thoroughrisk analysis is carried out that carefully
reviews the nature of the operations, the senior management’s
competence and experience, and succession risks.

Each company at Fagerhult Groupis responsible for managing its
supply chain sustainably and ethically. Companies are to ensure that
the contracted suppliers adhere to the international guidelines for
human rights, freedom of association, right to collective agreements,
anti-corruption, and efforts to combat child and forced labour.

Identifying and monitoring input materials with respect to cur-
rent legal requirements must therefore be ongoing. Procurement
of larger volumes, primarily in terms of electronic components and
certain metals, is coordinated through the Group Purchasing
Forum, one of our Group-wide forums.

Fagerhult Group has decided to develop climate goals to be
validated by Science Based Targets initiative (SBTi). The targets
were submitted for validation and the ambition is for them to be
approved in 2023. The approval of the targets will mean that the
Group’s long-term ambitions to reduce its GHG emissions are in
line with the requirements for meeting 1.5-degree target of the
Paris Agreement.

During the year, several of our companies have made proactive
electricity choices and many of them have implemented solutions
that are entirely based on renewable electricity, which now stands
for 72% of our total electricity consumption. For example, ateljé
Lyktan has gone from using natural gas inits coating facility to using
renewable biogas. The long-term goalis to replace all fossile gas

with sustainable alternatives for the coating facilities at our factories.

Several of our companies have installed, or planin 2023 to install,
solar panels in order to produce their own energy. These and many
similar activities are important on the way towards making sure all of
our energy comes from renewable sources, which is one of our
important milestones when it comes to sustainability at our units.

Within the framework of resource-efficient production, we are
continuously reviewing opportunities to avoid waste, whether it
pertains to water and electricity consumption, waste, transporta-
tion or anything else that could be considered unnecessary.

All of this is how we conduct responsible operations.

4

We conduct comprehensive
work to ensure ethical,
sustainable businessinall
parts of operations.
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Environmental product declarations (EPDs)
support the development of sustainable solutions

Interview with Robert Diedrich, Head of Marketing WE-EF

How does the use of EPDs affectinnovation and product
development at Fagerhult Group?

“EPDs urge us to outdo ourselves in terms of innovative, sustain-
able solutions. Every aspect raises questions and challenges
related to constant improvements, both from ourselves and from
our customers.”

How do customer and market awareness and expectations
affect sustainable solutions through EPD?

“Awareness and expectations are constantly growing. EPDs helps
expand insight into the opportunities for achieving more sustain-
able solutions. There is also a growing insight into how thorough
change requires collaboration. Fagerhult Group/WE-EF are part of
Green Light Alliance, an international partnership within the
lighting industry that aims to create industry standards and to sup-
port development of circular solutions to reduce resource use and
carbon footprint. The hope is to encourage sharing expertise and
experience and to create a knowledge bank for everyone within
the lighting industry.”

How will Fagerhult Group’s use of EPD develop during

the coming years?

“The focus for us as well as for other lighting manufacturers has

so far been to focus on ‘low-hanging fruit’ during the products' life-
cycles. Above all, this has been about climate impact during the
products’ use phase, asin their energy consumption. Much has
been accomplished on this front, primarily through the transition to
LED and through solutions to adapt lighting according to needs.
“Smart lighting, as in connected luminaires with sensors, enable
presence sensor controls and adjustment according to the level of
daylight. At the Group we have two solutions in this area, Organic
Response and Citygrid, for indoor and outdoor use, respectively.
These lighting solutions, together with LED technology, use con-
siderably less energy than traditional luminaires.”

“In the coming years, development will focus on the products’
manufacturing phase: optimising construction and design as well
as material choice for minimising resource consumption and
maximising reuse.”

Overall, are EPDs burden or an asset?

“EPD is a fantastic assets. It helps us demonstrate the properties of
our products and gives customers the ability to compare products
from different manufacturers according to objective criteria, along
with improved requirements during procurement. EPDs functions
as a shared language between buyers and manufacturers.”
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For more than 75 years, the core of our offering has been high-quality,
sustainable lighting solutions focused on providing the right light in the
right place.

Our connectivity solutions offer smart lighting to secure the energy
efficiency of our installations at the same time as we create new added
value and business opportunities together with partners.

44

Fagerhult Group

Our offering
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The right light in the right place

Our brands constantly strive to create and develop innovative lighting solutions that go above and beyond
our customers' requirements. Exchanging ideas and new knowledge drives us forward, step by step,and
we use the latest research findings in our product development. We also participate in highlighting new
results and ground-breaking discoveries through collaborations with the academic world.

All our brands develop high-quality lighting solutions that focus on
people who move through, spend time, work and live in the areas
illuminated by our products. Factors such as a light quantity, direc-
tion, colour temperature, colour rendering and glare allow us to
control the quality of light environments. Animportant aspect of
indoor quality is the balance between how the amount of light is
distributed in aroom along the walls, ceiling and floor to create a
calm work environment and allow the eyes to rest. We often work
with hanging solutions that include an upward-facing luminaire
that lights the ceiling to create a softer transitionin the room. Itis
important to have the right design to minimise glare light at eye
level and within work spaces.

Control systems can be installed to control the light's qualities
while saving a great deal of energy by adapting the amount of light
based on presence. Various colour temperatures can create warm
light that has a soothing effect and helps people relax, or cooler
light that energises and activates us. Lighting can also be custom-
ised to follow our biological daily rhythm, which supports our
well-being.

An office environment or lecture hall with correctly adapted
lighting can help us both to feel better and to perform at a higher
level. Occupational groups, for example healthcare workers, need
flexible work light depending on the tasks that need to be carried out.

Outdoor lighting quality is often about creating a sense of secu-
rity and increasing safety. Unnecessary traffic accidents caused by
inadequate or incorrect lighting can be avoided by maintaining a
high level of light quality. On footpaths and in parks, we work with
light as a factor in creating well-being. The pathitself, as well as the
areaaroundit, areilluminated to increase a sense of security.

In outdoor environments, itis also important to take the animal
and human need for a natural circadian rhythm into consideration.
By controlling outdoor lighting with sensors and control systems
that adjust the light’s strength and colour temperature depending
on motion, energy consumptionis reduced and unnecessary light
pollution is minimised.

We develop high-quality lighting
solutions that focus on people
who move through, spend time,
work and live in the areas
illuminated by our products.
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Crystal from iGuzzini: a revolutionary optical

solution with a new architectural profile

All of our brands focus on high-quality lighting. Developing
innovations that improve the quality of light and people’s
well-being s the core of all of our operations.

During the autumn, iGuzzini launched the Crystal product family.
The name is no coincidence: associations with crystal, even with
diamonds, are near at hand. The optical effect from this lighting,
called Opti Diamond Optic, is patented. Crystal combines a high
level of light comfort with an decorative visual effect on the

surrounding ceiling. The innovative optic leads a small portion of
the light to the edge of the luminaire and discretely illuminates the
ceiling with awarm glow.

Crystal was developed to strengthen space and airiness
through varying the strength of light in different surroundings.
The solutionis offered in a variety of designs to suit different
environments. Crystalis also extremely energy efficient and
flexible, with variable and easily adjusted lighting strength.

Crystal is manufactured from 100 per cent recyclable raw mate-
rial that is also reusable to the greatest extent possible. The factory
in Recanati, Italy, where Crystal is manufactured, has been pow-
ered largely with electricity from 7,000 solar panels since 2011,
which significantly reduces the factory’s carbon dioxide emissions.

iGuzzini Crystal creates
decorative lighting effects on
the ceiling around the luminaire.

1IGuzzini
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Smart lighting

The rapid technological development provides new digital solutions for smart lighting, where lighting
becomes part of a connected ecosystem. This leads to better light environments and new added value
together with partners while simultaneously providing significant energy savings.

Development within smart lighting is picking up speed. Smart
lighting refers to sensor-equipped luminaires that can receive and
share information with their surroundings. This means there are
two primary functions: lighting controls that turn on or off, or dim,
individual luminaires or entire networks; and collecting data from
the luminaire’s built-in sensors that can be used to create further
added value.

We call the technology that enables this connectivity. It consists
of sensors and communication equipment that are integrated into
our luminaires. At Fagerhult Group we have coordinated our initia-
tives at the Group level within connectivity. This allows all our
brands and companies to use the technological development and
know-how. We have two connectivity solutions within the Group.
Organic Response for indoor environments such as schools,
offices and hospitals, and Citygrid for outdoor lighting. The found-
ation for both of these solutions is to adapt lighting based on pres-

ence, which enables significant energy savings in all environments.

Smartlightingin lighting installations

Smart lighting allows entire installations or individual luminaires to
be turned on and off or dimmed depending on whether someone is
present, which reduces energy consumption significantly. The
connected solutions also allow lighting installations to be fine-
tuned, creating additional savings.

By monitoring how long each luminaire has beenin use and at
what level, itis also possible to determine their condition and
determine whenitis time for preventative maintenance or to
exchange before the luminaire stops functioning.

The information that our network solutions collect can also
provide completely new insights. Our systems are open and our
interface can share information with other installations. Sensor
data from our luminaires can thereby be used by other parties to
create new added value.

48

Smartlightingrefers to
sensor-equipped luminaires
that canreceive and share
information with their
surroundings.
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Our connectivity solutions for smart lighting

@ organic response

Make smart offices areality

Organic Response was founded in 2011in Melbourne, Australia, to
address the issue of how office properties remained fully lit even
after the end of workday. A founding principle was that system
need to be easy to use and install so that there are no barriers with
installers and users.

Organic Response installs a connectivity module in each lumi-
naire. This module includes a motion detector and communication
equipment to share data with adjacent luminaires. This means all
luminaires are controlled autonomously, making it as energy-
efficient as possible. The system is delivered plug-n-play, which
means it only needs to be connected to a power source to start
working.

Presence sensor-controlled for energy savings

Presence sensor controls are the basis for Organic Response as
well as Citygrid. Energy consumption can be reduced significantly
with presence-controlled lighting —up to 70 per cent compared
with a traditional installation.

Communication between the luminaires creates a fully lit
environment where motionis detected, while the surrounding lumi-
naires can be dimmed to lower levels. Presence sensor controls
are animportant part of our sustainability work, especially for our
ambition to reduce our indirect impact under Scope 3, which
largely comes from the use of our luminaires.

citygrid

For safe and energy-efficient outdoor
environments

The technology behind Citygrid has been available in the market
sinceitslaunchin 2014 in Aarhus, Denmark. The founding principle
was to save energy by control outdoor lighting for streets and
roads, which are often fully illuminated even during the night.

City grid equips each luminaire with a connectivity module con-
sisting of a sensor and communication equipment. When someone
is detected on a pedestrian path, signals are sent to lamppostsin
front of and behind the person, which are dimmed up to full
strength as the person walks along the path.If nooneisinthe
area, lampposts are dimmed to lower levels.

Simple installation

Itisimportant for us that our products can be installed as easily and
efficiently as possible. This is especially relevant for our connec-
tivity solutions.

Organic Response and Citygrid are delivered with basic
plug-n-play functionality and start working as soon as the luminaire
is connected to a power source. Both systems have a high level of
adaptability in terms of scheduling, dimming levels, number of lumi-
naires to be turned on, etc. Both systems are preset to balance
good lighting with good energy savings.

Open systems

A sensor-equipped luminaire continuously collects data about its
surroundings from motion detectors. Lightingis also present
everywhere, in buildings and in outdoor urban environments, which
leads to a high level of quality in the data.

For example, a commercial building today includes several
parallel systems, such as entry systems as well as fire and burglar
alarms and heating/cooling. Our connectivity solutions become a
part of this ecosystem and we can create added value by sharing
information with other systems. Organic Response and Citygrid
are open systems and there is aninterface that allows other
systems to use the information collected by our luminaires.
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Schoolin Fjelltun uses Organic Response presence

data to control surrounding installations

To be able to plan tomorrow’s learning environments we need to
imagine tomorrow’s needs. The basis of new build or renovation
of schools should be evaluating what a sustainable and
well-functioning learning environment looks like. We want to
help create sustainable learning environments, where every
student can feel at ease and have the opportunity to develop.

The newly built primary school in Fjelltun outside of Stavanger,
Norway, is an excellent example of how our brands can collaborate
and create a customised lighting solution. The entire building is
equipped with luminaires that have Tunable White technology,

I." - '
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which makes it possible to control colour temperature and
strengthin order to offer the best possible study and work environ-
ment for teachers and students. Classrooms are equipped with
luminaires from Fagerhult. Offices and meeting rooms have pen-
dant luminaires from ateljé Lyktan. Slatted ceilings in corridors and
entrances were equipped with Pleiad G4 from Fagerhult and
Xooline from Led Linear to provide decorative lighting of the
ceiling.

Organic Response was chosen as the control system for the
entire installation. All of the luminaires have built-in or external
sensors that control lighting and other functions. The ventilation

is adjusted automatically based on data from motion detectors,
which provides smart, optimised and sustainable indoor climates.
Restrooms were equipped with magnetic water seals, which are
also controlled through proximity data from Organic Response
sensors in the luminaires. This means that the water only works
when someone’s presence is detected, minimising the risk for
vandalism and water damage.

These are just some examples of how Organic Response can
be used to create added value by sharing presence data with
parallel systems and installations.

The schoolin Fjelltun outside
Stavanger is a partnership
between Fagerhult, ateljé
Lyktanand LED Linear.

FAGERHULT
ateljé Lyktan

LED LINEAR
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Smart lighting creates added value
and strengthens customer relationships

Interview with Johan Lembre, Chief Technology Officer, Fagerhult Group

What does smart lighting mean for Fagerhult Group?

“First and foremost, smart lighting and connectivity are precon-
ditions for succeeding with our sustainability agenda, since in
average 88 per cent of the lifetime CO2 emissions of our lumi-
nairies comes from the use phase. A connected luminaire with
presence sensor controls leads to significant energy savings.”

“Smart lighting also creates new business opportunities. Data from
luminaires can be used for other applications, which creates new
added value for our customers and builds long-term relationships.”

“A better understanding of the use of our products also creates
improved conditions for providing circular solutions. The informa-
tion collected means that we know ahead of time when luminaires
need service or when they need to be replaced and can optimise
the luminaire’s useful life and performance.”

How do you incorporate smart lighting into your work as a
knowledge leader?

“We work with new technology and build expertise that helps us
pave the way for sustainability in the entire lighting industry.
Working with specifiers, and closely with end customers who are
ready to try new solutions, serves as extra fuel for innovation and
creativity in the Group. We're constantly finding new ways to
exchange experience and knowledge.”

What new opportunities do you see with smart lighting?
“The opportunities smart lighting offers are extremely attractive for
users. For a property, this is primarily owners, property managers
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and tenants. For outdoor lighting, users are municipalities, city
administrations and energy companies. We have rarely had direct
contact with these groups before, but now we have an opportunity
to address new customer groups. Whether independently or
together with partners, we can proactively sell services that can be
usedin connected luminaires.”

“Looking forward, our systems can use Al to calculate additional
energy savings without sacrificing user comfort and experience.
There are exciting opportunities in this area once we have insights
into how solutions are used.”

One example of smart lighting:
asuspended Notor from Fagerhult
with an integrated connectivity
module from Organic Response.
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Our extensive experience and knowledge are the basis for our innovative approach. This is how we create
circular lighting solutions in line with our sustainability agenda and create better living environments.

Circular solutions are one of the four focus areas in our sustain-
ability agenda. By replacing the traditional linear view of economic
systems and value chains with a circular perspective, we can
create a cycle that delivers products and services that are more
sustainable. By considering criteria like energy efficiency, choice of
material, duration and the lighting solution’s life cycle, already in the
innovation stage, we can take control over resource consumption,
energy use and GHG emissions early onin the process and
thereby reduce them. A circular approach is a necessary precondi-
tion for us that allows our brands to design and develop solutions
that meet the UN SDGs and the goals in the Paris Agreement.

Sustainability is deeply rooted in our operations and this has
historically entailed energy efficiency during the entire life cycle of
the solution and a resource-efficient supply and value chain, for
example by minimising different forms of waste. Our ongoing dia-
logues with various stakeholder groups, primarily with customers,
allow us to understand their needs and the requirements they have
for our processes and products.

Well thought out product design and active material choices are
essential for our work to develop products with the minimal pos-
sible impact on the environment and meet needs and require-
ments. We develop our solutions to be used, reused, renovated,
recycled and upgraded.

By building in the ability for reuse and circularity right from the
start, we create sustainable lighting that can be adapted as needs
change. Several major projects have been ongoing in the area
during the year. The concepts we offer have slightly different

names depending on the brand, for example Second Life or
Re:furbish, but all of them are focused on upgrading and reusing
existing solutions.

Circular upgrades

When developing new products and solutions, we strive for
modular design. This is done to achieve standardisation and from
acircular perspective simplify renovations and upgrades. This
enables retention of the housing, along with the end caps and
similar modules, while the electronics are upgraded. In applicable
cases, connectivity solutions can also be integrated.

A simple variant of this is when a traditional fluorescent light source
is upgraded to a modern LED light source, which substantially
reduces energy consumption.

Rising energy prices have meant that the market’s interest in
circular solutions has increased drastically. This improves the
climate footprint for our customers and ourselves and makesit a
cost-effective solution. Moreover, manufacturing of flourescent
light sources will be banned during 2023, as per EU legislation.
Most of our brands offer circular upgrades together with various
additional services.
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Well thought out product
design and active material
choices are essential for our
work to develop products
with the minimal possible
impact on the environment.
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Circularity in five steps

When a productis at the end of its useful
life, it can simply be recycled — our products
are designed so that the different materials
can be separated easily. We work with local
partnersin each market who recycle the
products and enable used materials to
become new products.

Our circular and modular platform allows
customers future upgrades without the
need to replace the entire luminaire. We
currently offer upgrades of existing installa-
tions to smart lighting, through the replace-
ment of inefficient fluorescent lamps and
older technology with new LED technology
and connectivity solutions, which reduce
energy consumption at areasonable cost.

4

S

Recycled
materials become
new products

Reuse and
replacement

3

Efficient

By using our own, local manufacturing
facilities that are close to our customers, we
can streamline production and reduce the
environmental impact from transportation.
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1

Circular

design

‘ production

We apply an entire lifecycle
approach when developing
our highly efficient products
that are modular, upgradeable
and designed for dismantling.

2

Sustainable
andrecycled
material

We constantly strive to
research new, innovative
material and solutions that
reduce material consumption.
By replacing fossil-based or
energy-intensive materials
with renewable and recycled
materials, we can reduce the
climate impact of our products.

Sustainability agenda
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Existing lighting at the library in Jonkoping has been
reused and upgraded with new technology

Sustainable lighting needs to last for along time, in terms of
appearance as well as quality. At Fagerhult Group, we design our
products to be used, upgraded, repaired and reused. Well
thought out and simple.

We extend our products life length by upgrading both the hardware
and the software, for example new electronic drive mechanisms
with smart controls and more efficient LED modules. By building in
the ability for reuse and circularity right from the start, we create

sustainable lighting that can be adapted as needs change. ateljé
Lyktan's solution for this is called Second Life.

In 1997, ateljé Lyktan was given the prestigious task of delivering
luminaires to the library at Jonképing University. Since then, 400 of
our classic Supertubes have illuminated the iconic environmentin
the old foundry hallin central Jonkdping, not far from Fagerhult.

The technology with fluorescent T8 lamps that were modern at
the time of installation have now finished their role as an efficient
and sustainable solution. But high-quality luminaires in classic

designs never go out of style. Instead of discarding the existing
luminaires, a project was started to reuse the existing Supertube
luminaires. The T8 lamps were replaced with modern LED
modules. The work is being carried out on site and the luminaires
have now begun a new life. Reusing luminaires also preserves the
original architectural design.

Upgrading the classic Supertube
with new technology preserves
the original architectural design.

ateljé Lyktan
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EagleLighting provides 4000 specially-adapted ~ aboutthishere
- luminaires for 158-metre-tall office building on (external link):
Dennison Street
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Fagerhult Group

We strive to always be aknowledge leader when it comes to sustainable lighting solutions. This entails
continuous development and constant learning. We leverage our expertise in collaborations and
partnerships where we strive to be transparent and authentic, which has led to a positive reputation

of highintegrity and credibility.

Being knowledge leaders in the market is one of the four focus
areas in our sustainability agenda. The right lighting solution and
lighting plays a central role in creating well-being, a sense of secu-
rity and creativity in our surroundings. Still, we often take it for
granted. Here is where our broad knowledge becomes very
valuable, not only for our customers but for society in general.

We know that an office environment or lecture hall with correctly
adapted lighting can help us both to feel better and to perform at a
higher level. Healthcare workers and many other occupational
groups need flexible work light depending on the tasks that need
to be carried out. The right lighting solution that can functionina
variety of conditions helps reduce traffic accidents. The right
lighting on footpaths and in parks makes a big difference when
it comes to well-being and safety in the area.

In parallel with our work with lighting solutions for these and
many other challenges, we need to include efficiency in our
designs. This requires a great deal of knowledge about how sen-
sors and control systems can adjust the light based on whether

anyone is present to save energy and reduce light pollution
without compromising on well-being. Exchanging ideas and new
knowledge drives us forward, step by step.

Being a knowledge leader also means being innovative and
identifying new, better materials, ensuring a high portion of
recycled material or simply drastically reducing material use.
During the year, several new products were launched with a focus
on better materials. Discovery from Fagerhult is an example of an
innovative product with plastic based on renewable raw materials
instead of fossil oils, which has alower climate impactand a
product that is fully recyclable. ateljé Lyktan has developed an
entirely circularly luminaire manufactured out of hemp. These are
both excellent examples of innovation where new materials lead to
better products.
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We understand the
importance of balance
between different
aspects when choosing
lighting solutions,
striving for the right light
that creates well-being
yetis energy-efficient.

ANNUAL AND SUSTAINABILITY REPORT 2022



58

The Experience Centre —insights into the world of light

Our offering
The right light in the right place

Smart lighting At Fagerhult Group, we always strive to add value, A new Experience Centre opened at Fagerhultin 2022. The Fagerhult's new Experience Centre is in the same building as its
Circul luti ‘ C S Centreisbasedonth hensive knowledge of light at factory, outside Jonképing in Habo. Thisis th I h
ircular solutions create dialogue and provide inspiration for good entreisbase on. ecomprei ensive knowledge of light a actory, outside Jon op!ng in Habo. I'SIS e same place where
m Knowledge leader o } ) Fagerhultand provides education and knowledge about the Fagerhult was founded in 1945 by Bertil Svensson. Even before
lighting environments for people. For example, in importance of the right light in the right place. We have strived to you step through the doors, the location offers a one-of-a-kind light
2022 Fagerhult opened a unique Experience create a collaborative space designed to provide answers to any experience. Close to the woods, open skies and Lake Vattern,
. . uestion. The goal is to give visitors new insights and inspiration, there is a special atmosphere here and a natural light that no
Centre—acomplete experience characterised by d - G G P e1sasp P ; 2
i o i so that everyone leaves filled with new ideas. luminaire in the world can hope to replicate.

knowledge and interactivity. Here you can experi-

ence, test and investigate all with light dimensions

and opportunities. ;

FAGERHULT

Lens technology allows the light to be directed
toavoid glare.

Colour temperature is an important part
of designing light for an environment.

Fagerhult Group
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m Knowledge leader

Fagerhult Group

In the beautiful entrance we meet Maja Salinder, Customer
Experience Developer at Fagerhult, whoiis to escort us around
the 795 square metre premises that consists of several different
spaces: a bistro, a meeting room, alecture hall and several different
hubs where you can test different aspects of a lighting environment.

Each space is carefully designed for different purposes and
offers an exciting meeting between light, colour, form and texture.
The effect that even small changes in lighting can have on the total
experience of an environment is startling.

“We want our visitors to be able to investigate every dimension
of lightin aninteractive and engaging way,” explains Maja, showing
how each hubis equipped with panels and drawers where you can
find, for example different kinds of technology, material, optics and
types of light to try.

“The vision has been to create a full-scale experience where
you can take a deep dive into a variety of details, make deliberate
choices and find the best solution for a lighting project. We hope
that every visitor leaves full of inspiration and new insights —and
wants to return to this dynamic space.

“Inatraditional show room, the products are in focus. Here, we
want to demonstrate the multifaceted effect of light on different
environments and the people who spend time in them. We want to
offer knowledge exchange, sustainable insights and competence
development for all of our visitors. And while we're happy to share
our knowledge, we are just as curious about what our visitors can
teachus,” concludes Maja.

Fagerhult’'s Experience Centre is open for scheduled visits.

FAGERHULT
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“The vision has beento

create afull-scale experience
where you can take a deep dive
into a variety of details, make
deliberate choices and find the
best solution for alighting
project.

TAINABILITY R



Contents
Our company
Our value creati
Our employees
Our operations
Our offering .
The right light in the
Smartlightifig™ | |
Circular solutionst .
[ ] Knowledge'leadjf
Ourcontribution *
Odrﬁuml)ers |'EE
Other iﬁfopmétién- |

Fagerhult Group

Business area
Infrastructure

Espoo, Finland
|-Valo provided lighting for the Biominmaki
wastewater treatment plant that met high
standards for robustness.

Readmore
about |-Valo here
(external link):

Ae "‘L.
?@:— o
e
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Our lighting solutions have an important and major role, as society of the future transi-
tions and develops. We are expertsin lighting, and understand and possess insight
into the positive influence of light on people in different environments and situations.

We are expertsin sustainable lighting. We work with the innovative development of
future technologies. This allows us to offer energy-efficient luminaires and lighting
solutions designed with sustainable and renewable materials that can be recycled.

Our companies manufacture many of our products using recycled materials. By
combining this with our connectivity solutions for smart lighting, we are contributing
toward more sustainable development.

Fagerhult Group

Our contribution
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— Our sustainability efforts

Our employees

Our operations

Our offering
Our contribution

m Our sustainability efforts
Priorities

Sustainability governance
We work sustainably. Thisis crucial if we are to contribute to the
transition to a sustainable society. We focus on developing and

manufacturing energy-efficient products with the least possible

Progress
Sustainability notes

EU Taxonomy impact on the climate and environment throughout their entire life-
About the Sustainability Report cycle. Our workplaces are safe, fair and inclusive. We work
together to ensure that our subcontractors adhere to local laws
GRl Index .
. and regulations.

Auditors’report We set ourselves ambitious requirements. We strive to meet or _
Our numbers exceed our customers’ expectations and requirements in terms of -
Other information product quality and impact on the climate and environment. Our B

aimis for customers to turn to us because we are credible and
transparent in what we do, and we are perceived as authentic and
honest.

We actively drive the transition to a circular economy. Reusing,
rebuilding and updating existing luminaires is a business oppor-
tunity that we are continuously developing together with our
customers.

Our ambitionis to Contribute to a better world through smart
lighting solutions. We want everyone who comes into contact with
our solutions, while working, shopping, travelling, fetching their
children, caring for and providing nursing care to others, studying
or practising sports, to be able to fully do what they want in the best
possible way, thanks to our lighting.

ateljé Lyktan’s classic Supertube is
reused by replacing fluorescent
tubes and older electronics with
the latest LED technology.

Fagerhult Group ANNUAL AND SUSTAINABILITY REPORT 2022
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Priorities

We take full responsibility for all of our operations. Together with suppliers, customers and other
partners, we create a sustainable value chain with the ambition of delivering professional lighting
solutions which are circular, climate positive and contribute to a better life.

We want to be the sustainability leader in the industry. Our ambition Our climate roadmap
is to assume responsibility throughout the entire value chain. We
can achieve this by maximising the positive effects of our business

operations, while minimising our negative impact. COze Scope 3

30 % reduction of

The short-and long-term goals of our sustainability initiatives emissions by 2030

areto:

» reducedirectandindirect GHG emissions (Scope 1and Scope
2) by 70 per cent by 2030, compared with 2021;

« reduce other direct and indirect GHG emissions (Scope 3) by
more than 30 per cent by 2030, compared with 2021; and

« toachieve net-zero GHG emissions for the Fagerhult Group by
2045.

B Scopeiand?2
70 % reduction of

The Group continuously sets new goals and develops existing y emissions by 2030

goals by breaking them down into local activities and initiatives.
Thisisimportant for keeping our sustainability efforts relevant.

AQN
Y

2021 2030
(our baseline year)
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By 2045 Fagerhult Group
will have net zero
greenhouse gas
emissions

2045
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Positive Change for Better Living

Our new sustainability agenda, Positive Change for Better Living,
which was developed in 2021, was launched throughout the Group
in 2022. This entailed extensive work, with the active participation
of the Group's senior management and functions as well as the
involvement of employees in different stages.

The goal of the sustainability agendais to ensure a successful
Group that canimprove and performin the long term, and which

64

contributes to sustainable development within the areas that the tional long-term and short-term ambitions and goals will be set,

Group hasidentified as having the greatest positive impact. The
ambitionis to leverage the sustainability agenda to integrate a
clear and systematic approach to sustainability that impacts the

and activity plans will be prepared for each focus area.
Important starting points for the sustainability agenda are the
Group’s ongoing dialogues with several stakeholder groups at

entire value chain, and which contributes to early identification of different levels, both centrally and in the companies, the Group’s

new business opportunities and any future risks. In 2023, addi-

The agenda consists of four focus areas:

Our employees

1. Responsible relations

We work inclusively with respect for each other
and raise issues concerning diversity and differ-
ences to help us to develop and grow our busi-
ness. Our Code of Conduct applies for all of our
brands and companies.

Our operations

2.Responsible operations

We maintain a holistic and responsible perspective
throughout the entire value chain. Our top priority is
the protection and safety of the people who come
into contact with our operations, along with taking
care of our planet. We leverage the latest innovations
to reduce our environmental impact and minimise
waste.

overall materiality analysis and commitments linked to the UN
Sustainable Development Goals (SDGs) and the Paris Agreement.

Our offering

3. Circular solutions

Our experience and knowledge drive our innovative
approach to create circular lighting solutions for a
better environment and a brighter future. We also offer
various reuse solutions and business models when it
comes to managing existing products.

4. Knowledge leader

We are knowledge leaders in sustainable lighting
solutions, with extensive expertise in all relevant areas.
Transparency and reliability contribute to our high
integrity and credibility in the eyes of the business
environment, which s central since collaboration and
partnerships are crucial for how we conduct business.

ANNUAL AND SUSTAINABILITY REPORT 2022
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The sustainability agenda shows the way

Our sustainability agenda coordinates our work in ensuring that we
are a successful and sustainable Group that contributes to the UN
Sustainable Development Goals, the EU’'s Green Deal and the Paris
Agreement. A vital stepin this regard is to create climate goals for
approval by the Science Based Target initiative (SBTi).

The UN Sustainable Development Goals (SDGs)

We are committed to deliver our contribution to the UN SDGs. We
supportall17 SDGs, and the 169 targets, at the same time as we
focus onthe SDGs where we contribute most through our busi-
ness operations and our four focus areas. Our primary focus is
therefore SDG 11 Sustainable cities and communities and SDG 12
Responsible consumption and production.

The EU Green Deal

The EU’s Green Deal, adopted by the European Commissionin

2020, consists of a set of political initiatives aimed at achieving

climate neutrality in the EU by 2050. The initiatives will transform

the EU into a modern, resource-efficient and competitive economy.

We will have achieved such an economy when:

» thereare nonet GHG emissionsin 2050;

« economic growth has been decoupled from resource
consumption;and

« no populations or locations are left out.

In order for aresource-efficient economy to become areality, new
construction must be reduced, and thereby a considerable accel-
eration of the renovation rate, which we are contributing to through
our investmentsininnovative lighting solutions.

1 2 RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

QO
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Science-based climate targets

Animportant aspect of the Group’s work to drive the changes
needed for delivering on the SDGs and the EU’'s Green Deal, is the
ongoing initiative to set well-defined short- and long-term goals
that are linked to the sustainability agenda and the four focus
areas.

In2022, we joined the Science Based Targets initiative (SBTi),
which as afirst step means developing science-based climate tar-
getsthat are aligned with the Paris Agreement’s 1.5° degree target.
We have submitted the basis for the targets to SBTi, and the ambi-
tionis for the targets to be validated by SBTiin 2023.SBTiisa
globalinitiative that allows for companies to formulate their climate
goalsinaccordance with what is scientifically deemed necessary
for meeting the goals of the Paris Agreement. Climate targets that
are validated and approved by SBTi are considered to be inline
with the Paris Agreement.

SDG 11 Sustainable cities and communities

Buildings and public places are to be made safer and more
accessible with the right lighting solutions. Combined with
presence sensor controls and enhanced energy efficiency, this
will reduce the environmental impact of lighting considerably.

SDG 12 Responsible consumption and production

Circularity increases the durability of existing lighting solutions
and reduces GHG emissions, while creating the prerequisites
for the greatest possible benefits throughout the product’s life
cycle.

LED Linear has delivered lighting that enhances the expression
of the architecture to Eleftheria Platz in Nicosia, Cyprus.
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Stakeholder dialogues

Our operationsimpact and are impacted by numerous stake-
holders. Being attentive to the views, expectations and needs of
stakeholders is a very important building block in our sustainability
efforts. Group companies conduct a continuous dialogue with
many different stakeholder groups.

We updated the materiality analysis as part of the process of
creating our new sustainability agenda. Some 70 stakeholders
from various groups and different parts of the world with differing
expertise have shared their thoughts onimportant sustainability
issues for us to address. By conducting interviews, we have com-
piled their views on challenges and impacts, and prioritised sus-
tainability issues and their expectations on us. Our aim was to
garner internal insights into how important different sustainability
issues are to different stakeholder groups, when they interact with
our Group companies. The hope is that the dialogues will also
generate increased awareness of the Group and how our lighting
solutions are contributing toward sustainable value creation.

Fagerhult Group’s stakeholder dialogue
External stakeholder groups

« Customers

« Shareholders, investors, analysts

» Suppliers, business partners

« Decisionmakers, authorities

« Localcommunities

« Interestgroups

« Schools and universities

Internal stakeholder groups
« Employees

« Management teams

« Group Management

« Boardof Directors

IGuzzini Light Experience is used to show products and how to work with light

66
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Dialogue with our stakeholders
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Stakeholder Dialogue form Issuesinfocus Ourresponse
External Customers Business meetings, business network, trade fairs, Lead times, high-quality, innovation, products that help reduce energy Focus on supply security and customer support, good delivery capacity with
stakeholder groups seminars, webinars, customer surveys, interviews. consumption and promote a circular economy, certification, LCA, quick and subcontractors, LCAs and EPDs, product development focused on
accessible technical support, security of supply, market prices, compliance. sustainability and a circular economy, the development of smart lighting
solutions.
Shareholders, Annual and Sustainability report, interim reports, Sustainability positioning and communication, reduction of greenhouse gase Responsible and ethical enterprise, ongoing financial reporting, long-term

investors, analysts

regulatory pressreleases, the AGM, meetings, surveys
(investor community), interviews.

emissions, positive contribution to society.

business relations, environmental consideration, social responsibility,
compliance, financial and internal control systems, transparency.

Suppliers, business
partners

Procurement process, supplier assessments, business
meetings, trade fairs, sales networks, interviews.

Contract compliance, high-quality sustainable products, reliable and
economically stable business partners, business ethics, quality, efficiency,
customer satisfaction, service, on-time payments, delivery and lead-time
difficulties related to the coronavirus pandemic.

Reliable and economically stable business partner, high business ethics,
transparent and responsive dialogue, fair and correct price negotiations,
on-time payments, innovative and sustainable products.

Decision makers,
authorities

Networks, trade fairs, seminars, collaboration bodies,
contact withrelevantinterest groups, direct contact with
authorities.

Issues thatimpact operations and products, new legislation, sustainable
products that promote a circular economy, transparency, reliable information,
business ethics, compliance.

Our Code of Conduct, smooth adaptation to legislative changes, transparent
and responsive dialogue, access to senior management, transparent reporting.

Local communities

Website, meetings, information meetings.

Job opportunities, sustainable enterprise, active role in the local communities’
development of services, sponsoring, compliance, stable employer and
taxpayer, environmentalimpact.

Our Code of Conduct, transparent and attentive dialogue, sponsorship of local
activities, collaboration with local schools and colleges, prioritising local
suppliers.

Interest groups Website, Annual and Sustainability report, corporate Transparent and responsive dialogue, access to senior management, product Transparent and responsive dialogue, access to senior management, Annual
communication, surveys, collaboration bodies. descriptions, environmental impact, energy consumption, emissions, respect and Sustainability report, the Code of Conduct, transparency concerning
for humanrights. sustainability issues.
Schools and Networks, interviews, collaborative partnerships. Joint projects, teaching, skills supply, training. Taking part and contributing with resources to research projects, providing
universities guidance for the format of relevant training, being receptive to students and
post-graduates.
Internal Employees Dialogues for personal development and career paths, Safe and healthy work environment, minimise the risk of infection spreading, Employee surveys, employee dialogues, measures based on employee
stakeholder groups employee surveys, workplace meetings, daily meetings/ ethics, inclusivity, personal development, competence development, career dialogue/surveys, safety committees, leadership training, zero tolerance for
status updates, trade union meetings, interviews. paths, compliance with applicable labour legislation, good leadership, team discrimination, ensuring a safe and healthy work environment, measures to
feeling, respect for human rights, equality, stable employer, transparency reduce infection spreading.
concerning the financial information of operations.
Leadership teams Regular digital and physical meetings and forums. Strategic sustainability development and long-term sustainability decisions. Dialogue, collaboration and discussion about projects and decisions.
Updates on our current status and sustainability results.
Group Regular digital and physical meetings and forums. Strategic sustainability development and long-term sustainability decisions. Dialogue and discussion about strategic projects, activities and decisions.
Management Updates on our current status and sustainability results.
Board of Directors Regular Board meetings. Strategic sustainability development and long-term sustainability decisions. Ensure the right decisions and activity focus through responsive dialogues.

Updates on our current status and sustainability results.
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Materiality analysis

In2021and 2022, we conducted the Group’s most comprehensive
materiality analysis to date. The results of the analysis have pro-
vided the basis for the sustainability agenda that was developed,
Positive change for better living.

The materiality analysis was conducted in order to meet the
requirements of GRI Standards 2021, and was aimed at identifying,
prioritising and determining the Group’s material topics. The
starting point has been the impact of the topics on the economy,
the environment and people, including their humanrights. The
analysis was based on the business context, industry and com-
petitor analyses, various sustainability issues that were identified

Our material topics

Material topics + Ethics and anti-corruption
« Employee values

» Healthand safety in our own operations « Impact of climate change

» Diversity
» Healthyliving “Light & Life”

Focus areas

Responsible relations

in connection with the previous materiality analysis from 2015,
new and upcoming regulations, as well as the ongoing in-depth
dialogues with various stakeholders and experts. Many of these
sustainability topics are important to Fagerhult Group, and those
where the Group is deemed to have the greatestimpact on
sustainable development have been classified as material.

Inrelation to the previous materiality analysis, some of the
issues were deemed to have become far more significant, such
asissues linked to sustainable design, the financial consequences
of climate change, climate impact, the use of renewable energy;,
employee values, cyber security and digitalisation.

« Sustainability in the supply chain
« Partnerships and ecosystems

« Useofrenewable energy
» Cybersecurity

Responsible operations

68

Some of our material topics span more than one focus area, but
here they are presented in one main area. Since the last reporting
year, there have been some changes to our material topics. Some
topics have been renamed and grouped together. The material
topic, product responsibility/safe products, is absolutely funda-
mental to us but has not been retained as a material topic asitis a
natural part of our business and 100% of our products are tested to
industry standards. For more information on product safety, see
page 77. The material topics added are integrity and knowledge in
sustainability, digitalisation and connectivity, and healthy living
“Light & Life.”

« Climate and energy efficiency

« Circular economy

« Sustainable design

< Digitalisation and connectivity

« Integrity and knowledge in sustainability

Circular solutions

Knowledge leader
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Sustainability risks

In various ways, our operations are associated with sustainability
risks. Awareness and action regarding these risks are fundamental
to our sustainability efforts. We have identified and analysed the
most material sustainability risks in our own operations and value
chain, as well as the potential adverse consequences they may
entail. Therisk analysis includes specific issues that we deem we
have a significantimpact on the environment, personnel, social
conditions, respect for human rights and anti-corruption, andis
presentedin the table.

Business risks and opportunities due to climate change

Our risk mapping at a Group and company-level reveals consider-
able differences in the consequences of climate change for the
various sections of our business. In the short term, we see busi-
ness opportunities, but we also understand that we are affected by
the physical consequences of climate change, such as floods and
extreme heat, and that we must structure our operations to
manage these impacts.

Several of our companies have started identifying the risks and
opportunities they face. Some of the identified risks comprise
increased temperatures and water intrusion in production units,
shortages of energy and renewable energy, extreme electricity
prices, and access to the right skills where we need them. If not
takeninto consideration and addressed, these risks will have a
potential negative impact on our employees and on production,
and in various ways likely resultinincreased costs.

Opportunities identified as a result of climate change are often
linked to risks and society’s response to them. Increased demand
and requirements for green products and solutions provides
opportunities, and some examples identified include access to and
demand from new markets, new contact areas with partners, e.g.
lighting designers, architects and installers, and more focus and
priority on product development and innovationin lighting and
smart solutions where we are already well advanced.

Production

Risk description
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Management

Quallity defects

Environmental impact

Quality defects in the product canresultininjuries to customers or
impact the company’s reputation.

Group companies have a stringent focus on quality, with guidelines
for product development, and many of the Group companies have
their own policies on quality agendas. We train our employees to
maintain high quality in production and to reduce the risk of deficient
product quality, which over time, supports along service life.

Energy efficiency and emissions

Daily operations consume large amounts of energy and natural
resources. If we fail to work in an energy-efficient manner, the
operations are at risk of contributing to devastating environmental
impact through GHG emissions.

Fagerhult Group works continuously in all areas of operations to
review energy needs and to streamline its work methods.

Pollution and damage to the environ-
ment

Our operations entail arisk of pollution and damage to the
environment, which may adversely impact the businessin the long
term.

We continuously monitor legal and regulatory development in order
to be prepared for any new requirements that may be imposed on
the company. Thisis done through our own operations, and through
previous operations at plants and properties that are now owned by
Fagerhult Group.

Regulatory changes

Personnel and societal conditions

Thereis arisk that future changes in environmental regulations
couldrisk that people and the environment are not properly
protected, and also lead to increased expenses and costs for
enabling continued production.

Fagerhult Group continuously monitors laws and regulationsin
order to adapt the operations to regulatory changes that may have
animpact on costs at the earliest possible stage.

Workplace accidents

A poor working environment can lead to workplace accidents,
whichinturn can lead to consequences for the individual, such as
injury.

We work daily with work environment issues and routines, and
proactively addresses activities that are deemed to have a greater
risk of injury.

Anti-corruptionand
humanrights

Sustainable supply chain

If any employee should break the law or the rules on anti-
corruption, this could lead to disregard for people and the
environment, and also resultin fines, reputational damage and lost
business.

Fagerhult Group has a Code of Conduct that forms the basis for
everything we do and how we act. We ensure that all of the Group’s
employees are familiar with the company’s Code of Conduct, which
is always signed upon onboarding, and that continuous training in
the Code is offered.

Anti-corruptionand
humanrights

Fagerhult Group’s large geographical spread and decentralised
management expose the business to arisk of corruption. If any
employee at any company should neglect the Code of Conduct's
rules concerning zero tolerance for corruption, this could lead to
disregard for people and the environment, damage our reputation,
lead tolost business and make the company liable for fines.

We have a Code of Conduct that forms the basis for everything we
do and how we act. We require suppliers to fulfil the ethical
standards we set for suppliers and sub-suppliers and demand that
human rights be respected. We conduct inspections upon acquiring
acompany, and require that all Group companies comply with
applicable laws and regulations. Fagerhult Group applies the
precautionary principle before making any important decisions.
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Sustainability governance

Responsible enterprise and decision-making processes, where all of our companies and employees assume
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responsibility for ourimpact on the environment and society, are fundamental to our decentralised organisation.

Responsible enterprise and decision-making are also fundamental
to maintaining the trust of our customers, employees, suppliers
and other stakeholders. Governance is based on following the
laws and regulations in all aspects that impact operations, such as
competition rules, environmental legislation, labour laws and col-
lective agreements. Everything we do is guided by our respect for
international conventions on human rights. Child labour, or labour
performed through coercion or threat of violence, is not tolerated
under any circumstances. In all contexts, zero tolerance applies to
all cases of bribery and corruption.

Our values and strategy

The Group’s global presence, combined with its decentralised
organisational structure, imposes stringent requirements on the
governance and management of financial issues and sustainability
issues. Each Group company is given its own substantial autonomy
and responsibility for managing itsimpact. Therefore, itis
important to have shared core values that unite the companies
and serve as a starting point for their work. The majority of Group
companies have thus jointly updated and developed the Group’s
shared core values, which are summarisedin:

« Curious creators

« Committed together

< Aimhigher

In2021and 2022, the Group developed a new sustainability
agenda through, among other things, a materiality analysisand a

review of the UN Sustainable Development Goals. The materiality
analysis involved many different stakeholders and companies.
These efforts resulted in four focus areas that provide the basis for
our sustainability efforts. In 2022 and 2023, concrete goals and
activities will be developed for each focus area.

Code of Conduct as a governance instrument

Along-term approach, transparency, efficiency, reliability and pro-
fessionalism must characterise governance of the Group’s sus-
tainability topics. Governance must be based on our values and
our sustainability agenda. The Code of Conduct is our overall gov-
ernance document concerning responsible enterprise. The Code
of Conduct applies to all companies and employees and states our
views on human rights, business ethics, labour conditions, diversity
and equal opportunities, as well as environmental responsibility.
The Code of Conduct advocates respect for human rights and
sets requirements on zero tolerance for corruption and declares
our stance against money laundering and behaviour thatisin
breach of competition law.

Inthe past year, we adopted three new policies: the human
rights policy, policy on working conditions and the conflict minerals
policy. These apply to all companiesin our Group. Several of our
companies also supplemented the shared Code of Conduct and
policies with their own, and perform regular supplier assessments
based on the Code. Our shared approachin terms of the pre-
cautionary principle is described in the Code of Conduct, which
includes the anti-corruption policy; see www.fagerhultgroup.com.

In 2021, a new Group-wide online training module was
conducted regarding the Code, with particular focus on anti-
corruption. The aim of the training was to facilitate understanding
of how to apply the Code in daily work and was primarily directed
to management and those employees who are exposed to dif-
ferent degrees of business ethics risks in their work.

The Board’s sustainability work

The Board has ultimate responsibility for the Group’s sustainability
work. Sustainability is a high priority for the Board, which is regu-
larly updated by the Chief Sustainabilty Officer (CSO) with infor-
mation about the Group’s key sustainability issues and focus areas.
Group management is responsible for establishing the strategic
focus of our sustainability efforts and for managing and following
up on sustainable work methods at a Group level. The Board of
Directors has adopted Fagerhult Group’s materiality analysis and
sustainability agenda. During the year, the Board participatedin
discussions regarding the development of the sustainability
agenda. The Sustainability Report is approved on an annual basis.
The Board will also approve sustainability-related goals that are
created as part of the sustainability agenda’s development.

Group management’s sustainability work

The CEO has ultimate responsibility for the Group’s sustainability
work. Responsibilities for sustainability work are delegated to the
CSO whois part of Group management. The CSO has an explicit
responsibility for coordinating and implementing the Group’s
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sustainability agenda, in coordination with other members of Group
management and with Group companies. The work is conducted in
consultation with the companies and through various Group
forums. The aim of our forumsiis to collaborate and exchange
knowledge and experience between the brands, thereby settinga
good example and spreading awareness of sustainable solutions.
The Group's central HR function is tasked with supporting the com-
panies’ personnel management and developing efficient processes
to capitalise on and share the Group’s collective skills. HR represen-
tatives from each brand meet monthly to conduct continuous dia-
logues on how processes can be improved, in order to drive devel-
opment toward the Group's joint HR strategy.

Sustainability work by Group companies

In our decentralised organisation model, each company has ulti-
mate responsibility for its own sustainability initiatives and ensures
that they are in line with the Group’s sustainability agenda. The
CEOs of the respective companies have ultimate responsibility for
implementing and adhering to the Group’s Code of Conduct and
other regulations and guidelines at the local level, together with the
relevant national laws and regulations, as well as competition rules
such as environmental legislation, labour laws and collective
agreements. The companies’ CEOs are responsible for communi-
cating the content and importance of the Code of Conduct to their
own parts of the organisation, and for ensuring that business
partners and suppliers are also aware of it.

Company managers are responsible for ensuring that each
company pursues continuous competence development, primarily
inthe form of training activities that are based on local and indi-
vidual needs. Each company is responsible for safeguarding its
own sustainable supply chain. Each company’s management is
responsible for providing a safe and healthy work environment,
along with the requirement of a proactive effort to ensure an
acceptable level of employee turnover and the continuous
reduction of occupationalinjuries.

Whistleblower function

Our whistleblower function allows employees and other stake-
holders to anonymously report disorders and irregularities in
breach of the Code. Fagerhult Group uses an external provider
for its whistleblower portal which comprises an overall reporting
channel at Group level, as well as separate reporting channels for

several Group companies. Using an external supplier means full
anonymity is achieved.

During 2022, no cases of deviations from laws, regulations and
internal Ilguidelines have been reported through our reporting
channel at group level. We have also not identified any other cases
of critical conserns. The recipients of such reports are the Group’s
General Counsel and HR manager. Any deviations or irregularities
that contravene the Code of Conduct or other laws, guidelines or
processes, are reported to the Group’s General Counsel and HR
manager. The CEO is then responsible for reporting significant
deviations or other critical affairs and stakeholder opinions to
the Board.

Fagerhult Group’'s whistleblower function is available online
throughits public website and via the intranet.

Governance through collaboration and partnership

A key area for retaining our strong competitiveness as a market
leading lighting company is that we are committed in our industry
to creating valuable collaborations and partnerships together with
other organisations. On a country level, we are members of the

industry organisations that are present in the respective marketsin

which we operate and that provide us with valuable information,
drive transitional efforts and are part of specific committees that

are, for example, focused on a transition toward a circular economy

(Sweden and the UK). We also maintain product responsibility in
each market, by recycling used products through collaborations
withlocal organisations.

Examples of collaborations and partnerships

» El-Kretsen

« Ecolight

- AGID

« llluminating Engineering Societ (IES)

« Commission Internnationale de 'Eclairage (CIE)

» Chartered Institution of Building Services Engineers
(CIBSE)

» Society of Light and Lighting (SSL)

» Green Building Council

« BSI's work group for the remanufacturing of lighting

« Australian Dark Sky Alliance

Certified manufacturing facilities

1ISO9001
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Other

Arlight

1ISO 45001

ateljé Lyktan

Designplan

Eagle Lighting

1ISO 45001

Fagerhult, China

Fagerhult, Sweden

iGuzzini, China

iGuzzini, Italy

1ISO 50001

i-Valo

1ISO 45001

LED Linear

LTS

Sistemalux

Veko

Whitecroft

WE-EF, Germany

1SO 50001

WE-EF, Thailand
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Governance of significant sustainability areas
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Focus area Responsible relations Responsible operations Circular solutions Knowledge leader

Impact « Contributes to an equal-opportunity and inclusive workplace - Directandindirectimpact on the environment and climate » Reduced resource consumption, climate « Sustainable lighting solutions
(actualand potential, ~+ Employeeswho develop « GHGemissions decreased over time impact and energy demand from products « Customisedlightingincreases
negative or positive « Safe and secure workplace « Energy-efficient products and services with less climate impact than and services developed by Fagerhult Group well-being and productivity

impact) comparable alternatives » Energy savings for society asawhole « Contributes to progressinresearch

« Contributes to attractive and safe urban
environments
« Improves security inand around properties

through university collaborations
Allows for the right lighting in the right
place

Adverseimpacts

Risk of stress and poor healthamong employees

The supply chain and production operations adversely impact the

« Riskof circular solutions driving up the

asaconsequenceof < Riskofworkplace accidents orinjuries environment and climate product price as aresult ofincreased
activitiesand < Our products consume energy and natural resources, and innovation and production costs
business relation- contribute to GHG emissions
ships < Ourbusiness trips cause GHG emissions
Policies and « Code of Conduct « Freedom of association « Code of Conduct « National legislation
commitments « Employee handbook « Collective agreements « Code of ethics « Quality policy for product development
« HRpolicies « Workplace policy « Testactivitiesin accordance with international and national » Productdeclarations
« Health &Safety manual « Anti-corruption training legislation and regulations  Application of international and national
< Unionregulations « Social media guidelines - Company-specific sustainability policies legislation (REACH & RoHS and the WEE
« Company-specific zero-injury « Group-wide values < Vehicle policy Directive)
targets « Company-specific values « Policy for a sustainable supply chain - Certified quality-management and
« Anti-discrimination policy < Businessagreements environmental-management systems
« Work environment policy « Supplier Code of Conduct « Supplier evaluation and self-assessment
« Recruitment policy « Supplier evaluation and self-assessment
« Labour conditions « The UN's Universal Declaration of Human Rights
« Policy for human rights
« Policy for labour conditions
« Policy for conflict minerals
Measures to « Certified work-environment efforts at several facilities < Duediligence processes in connection with acquisitions  Regular review of energy requirement * Quality policy for product development

manage the impact

Safety and work-environment committees at all manufacturing units
Targeted training initiatives linked to health and safety

Employees learn about the Code of Conduct in conjunction with
onboarding

Regular training in the Code of Conduct

Whistleblower system

Well-defined sustainability and climate goals (for approval by SBTi)
Certified management systems (environment, quality, social
responsibility)

Continuous monitoring of energy consumption

Well-defined plan for switching to renewable energy consumption
throughout the Group

» Development of business models that
promote extended product life cycles

Regular training inrelevant areas

Follow-up on the

Assessments of certified management systems

Management review linked to certified management systems

» Assessments pursuant to ISO standards

Annual reporting till the Board

efficiency of actions « Follow-up of incident management « Assessments pursuant to miscellaneous certifications and « Product certifications < Regular follow-up of Fagerhult Group’s
taken « Annualreporting till the Board standards » Annualreporting till the Board sustainability goals
< Regular follow-up of the sustainability goals of Group companies and the « Follow-up of reported cases through the whistleblower function « Regular follow-up of Fagerhult Group’s
Group < Supplier assessments sustainability goals

« Internalaudits

« Follow-up of incident management

« Annual reporting till the Board

« Regular follow-up of the sustainability goals of Group companies

and the Group

How stakeholders « Stakeholder dialogues « Stakeholder dialogues - Stakeholder dialogues « Stakeholder dialogues
areinformedabout < Reporting of incidents, injuries and ill health « Public performance reporting « Annual report and sustainability report < Annualreport and sustainability report
the efficiency of < Annualreport and sustainability report « Annual report and sustainability report
actions taken
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Progress

Responsible relations

We work inclusively with respect for each other and raise issues concerning diversity and differences to help

us to develop and grow our business. Our Code of Conduct applies for all of our brands and companies.

Ambitions

We want to be regarded as experts in sustainable lighting solutions
that positively impact on our way of life. A vital aspect of these
effortsis to safeguard curious employees who strive to learn more
and add value in everything we do. Another important aspectis the
relationships we build as acompany.

We must safeguard the health, safety and human rights of our
employees. We offer leadership development and find develop-
ment opportunities for our employees. Our Group-wide values are
to beintegrated in all processes and day-to-day work. We must
always be present and support dialogue and collaboration
between the Group companies. As partners, we are transparent,
honest and authentic in our relationships both with returning
customers and with new collaborations.

Responsible leadership

Our overall ambitionis to develop leaders who feel comfortable in
their roles and who apply a coaching leadership style. A coaching
leader, for example, has the ability to engage employees and
leverage the strength of their dissimilarities and skills. Sustainable
leadership also includes managers who have the ability to meet
requirements for change and cultivate a healthy and safe work envi-
ronment in dialogue with their employees. Our leadership model
provides guidance and governance for all managers.

Adiversified group of employees have worked to identify rele-
vant and new leadership qualities that are in line with our values.
A new training programme on leadership, skills and its guidelines
will startin spring 2023.

Diversity and inclusion
We aspire for every company to actively work to create a good
balance between the genders. In general, recruitmentis seenas a
good opportunity to strengthen diversity and the gender balance.
The goalis to always have at least one candidate of the under-rep-
resented gender on the “short list” during recruitments. Thisis also
a Group-wide requirement when outsourcing recruitment services.
Atyear end, the composition of the Fagerhult Group’s Board of
Directors and management was 60 per cent (57) men and 40 per
cent (43) women. For the Group as a whole, the gender balance
among employees was 67 per cent (66) men and 33 per cent (34)
women. Our Code of Conduct states that allemployees, irrespec-
tive of gender, age, religion, sexual orientation, or ethnic back-
ground, should be given the same opportunities for development
and advancement, as well as equal pay for equal work.

Career and competence development
Employees’ competence development is primarily conducted
through focused training activities that are adapted to local needs
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within the framework of each company. Each company has the
goal of offering its employees an inclusive environment character-
ised by good development opportunities and attractive career
paths, locally as well as globally. To broaden our recruitment base,
there are also long-term efforts in place to attract more young tal-
ents to the lighting industry. This partly takes place through partici-
pationinlabour-market fairs, social media communication and
regular dialogues with students from several universities.

The effects of the pandemic continued to impact all Group com-
paniesin 2022. Resources that were previously added to enable
distance work and to adapt work procedures to a hybrid work
format have continued to be of great benefit. However, 2022 has
also been the year when we started to see each other more in
person again. For us, this has allowed us, inter alia, to offer and
provide more in-person training courses, and the average number
of training hours per employee has increased compared to the
previous year.

Employeesinfocus

The Group management’s recommendation is that all employees
should have at least one development dialogue with theirimme-
diate supervisor every year. The goal is to develop a Group con-
sensus regarding the benefits of such dialogues and what they
should include. However, the starting point and conditions for
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Examples of activities in 2022

Fagerhults Belysning, ateljé Lyktan/Sweden: During the
year, several Fagerhult Group companies provided
training for managers and safety officers, and their planis
to continue providing training in 2023 regarding topics
such as occupational health and safety and psychosocial
health.

Fagerhults Belysning/Sweden: Leadershipis one of the
factors we follow up in our employee surveys. During the
year, many Group companies conducted pulse surveys to
capture the employees’ view of their work situation.
Targeted local activities are being planned, based on the
results of these surveys.

WE-EF Lighting/Germany: In the past year, employees
have contributed to the community through activities
such aslitter picking and blood donations.

iGuzzini/Italy: Regular collaboration with suppliers or
contractors that employ people with physical or mental
disabilities to allow them to have a job and authonomy

Designplan/UK: Each year, Designplan supports the

Royal Marsden Cancer Charity through a number of char-
itable initiatives. During the year, employees were encour-
aged to participate in activities that support the initiatives.

LTS/Germany: LTS was awarded the Great place to work
certificate and the Charta der Vielfalt —a German diversity
initiative. During the year, the company worked on the
integration of Ukrainian workers in their factory.

Fagerhult Group: A sub-forum has been set up within
the Group Operations Forum with a focus on the work
environment with the ambition of reducing the number of
incidents and accidents.

dialogues vary between the companies, andin 2022, 70 per cent
(64) of the Group’'s employees underwent a development dialogue
in some form with a manager.

The companies conduct various types of employee surveys at
different intervals. For example, some companies have continued
to conduct pulse surveys concerning the changed work situation
as aresult of the pandemic. This has been a useful tool for identi-
fying situations that lead toiill health and the surveys have contrib-
uted to proactive initiatives.

A safe and healthy workplace

We place our employees first and safe workplaces are top priority.
All production plants follow the relevant national laws and regula-
tions that apply to safety at the workplace, and have systemsin
place to manage this. Three of our companies have chosen to
certify their processes for occupational health and safety with
ISO 45001, which includes regular internal and external audits.

Allmanufacturing units have specific management-worker
health and safety committees. In most cases, employees are
involved in EHS committees and/or via trade union representation
and interaction. These committees conduct internal audits and
coordinate external audits that take place at the ISO 45001 certi-
fied units and when local legislation requires. The health and safety
committees also help to ensure that all employees receive appro-
priate training. Fire drills, electrical safety, annual safety training on
risks at the workplace, CPR and first-aid courses are the most
common types of training in the area. The frequency in which
safety training takes place is regulated by each company’s local
policies.

Regular safety inspections take place, often focusing on dif-
ferent risk areas, together with regular follow-ups of accidents and
incidents. The most common accidents are cuts, and employees
are encouraged to wear gloves when handling sheet metals.
Furthermore, there are crush injuries; these are avoided by light
ramps, two-hand grips or double commands. We also attempt to
avoid repetitive strain injuries from monotonous work through
frequent task rotation. Regarding incidents, areas in which both
people and trucks coexist present arisk, and the ambitionis to
separate these through separate aisles and transportation paths
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to the greatest extent possible. Health and safety risks are also
taken account of when introducing new work procedures or equip-
ment. In addition, processes are also implemented to identify risks
at the workplace. Before using chemicals, arisk analysis is always
conducted by a person with specialist knowledge in the area.

The ultimate responsibility for maintaining a healthy and safe
work environment is always the company CEQ. Operative respon-
sibility usually lies with one of the functions for HR, Operations or
EHS. Incidents or risks must always be reported to the immediate
manager. The observation systemis used for most manufacturing
units, in which eachincident is registered and allocated to the
responsible function. Measures taken and follow-ups to ensure
that such anincidentis not repeated are documented in the
system.

Itis key for us that our employees maintain a balanced and
healthy lifestyle, as this results in less absenteeism and better gen-
eral well-being. To contribute to this, the majority of the companies
offer their employees various forms of company healthcare and
preventive health initiatives such as a wellness allowance at the
Swedish sites.

Focus 2023

 Continue work on developing the strategy for diversity
andinclusivity.

» Further develop policies on how to govern andimple-
ment various aspects of the sustainability efforts.

ANNUAL AND SUSTAINABILITY REPORT 2022



Our contribution
Our sustainability efforts
Priorities
Sustainability governance
m Progress
Sustainability notes
EU Taxonomy
About the Sustainability Report
GRIIndex
Auditors’report

Fagerhult Group

Responsible operations

We maintain a holistic and responsible perspective throughout the value chain, in which the safety of people

and protection of the environment and climate are our main priorities. We leverage the latest innovations to
reduce our environmental impact and minimise waste from our production and our products.

Ambitions

All of our products and services are to comply with applicable rules
and standards. We consider environmental aspects throughout
the value chain.

For us, itis important that all our companies and partners con-
duct business according to laws and regulations. Our shared Code
of Conduct provides the basis for everything we do and how we
act. We work toward a sustainable supply chain with suppliers that
meet our requirements. Before every business acquisition, a due
diligence process is conducted from both an environmental and
climate perspective, as well as our ethical requirements.

GHG emissions
During the year, Fagerhult Group committed to developing
science-based climate targets that are to be approved by the
Science Based Targets initiative (SBTi). The targets were sub-
mitted to the SBTiin late 2022, with the ambition that they will be
approved by 2023. The approval of the targets will mean that the
Group’s ambitions to reduce its GHG emissions are in line with the
requirements for meeting 1.5 degree target of the Paris Agreement.
During the year, several of our companies actively chose to pur-
chase electricity with guarantees of origin and/or invested in solar
panels for their facilities, in order to reduce direct and indirect
emissions (Scope 1and Scope 2). Of the Group's total electricity
consumptionin 2022, 72 per cent (47) came from renewable

sources with a guarantee of origin or from electricity that we pro-
duced ourselves through solar panels. As options for renewable
local energy increase, we will endeavour to gradually attain carbon
neutral manufacturing. Total direct and indirect emissions (scopes
1and 2) in 2022 amounted to 14,413 tonnes, down 27 per cent
compared with 2021.

Fagerhult Group’s GHG emissions

Direct GHG emissions (Scope 1)

Fagerhult Group’s direct emissions are mainly the result of fuel
used for manufacturing in the form of oil, natural gas and pro-
pane gas. The direct emissions also include GHG emissions
from owned and leased vehicles used by business operations.

Indirect GHG emissions (Scope 2)
Fagerhult Group's indirect emissions comprise heating from
district heating plants and purchased electricity.
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By actively working with product development, innovations and
knowledge sharing, we are methodically reducing GHG emissions
caused by luminaires during their life cycle. Some important initia-
tives toreduce these emissions include our work with smart
lighting, efficient diodes, innovative materials, circular solutions etc.

Other indirect GHG emissions (Scope 3)

Fagerhult Group’s other indirect emissions occur in the value
chain and fall outside of the Group’s own operations, and are
greater than the Group’'s own direct and indirect emissions.
The most recent survey of all emissions in 2021 (our baseline
year for SBTI) indicated that other indirect emissions consti-
tuted 98 per cent of Fagerhult Group’s total emissions. Other
indirect emissions consist mainly of GHG emissions from the
electricity required for the luminaires during their use, as well
as emissions associated with the input materials used in our
manufacturing.
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Compliance
We respect and support international conventions on humanrights
and child labour, and we have zero-tolerance for forced or compul-
sory labour. All Group employees are to enjoy freedom of associa-
tion and the right to collective negotiations. Corruptionis never
permitted and in cases where the risk of corruption exists, no busi-
ness transactions will be entered into and no agreements signed.
Thisis the basis for all operations in the Fagerhult Group.

The countries where we are present, which are deemed to have
the greatest risk exposure in these areas, are China, the United
Arab Emirates and Turkey.

Due diligence when acquiring new companies

Aduediligence processis always carried out when acquiring new
companies. Due diligence is partially adapted based on the current
acquisition candidate. A thorough risk analysis is made in all cases
together with detailed questions on the nature of the operations
and the countries in which operations take place or in which the

Risk areas identified

Country Presence

companies maintain a presence. In addition, a clear analysis struc-
tureis present to assess the senior management’s competence,
experience and core values from a strictly financial and ethical per-
spective at the same time as successionrisks are analysed. This
takes place in the form of, for example, in-depth interviews with all
members of senior management, in part to ensure that they have
the correctimage of Fagerhult Group, and in part to provide these
individuals with the opportunity to present any questions they may
have.

Suppliers

All our Group companies collectively have almost 2,700 suppliers
of input materials, who mainly supply electronic components,
metal and plastic.

As part of our decentralised business model, it is each compa-
ny’s responsibility to manage its supply chain sustainably and ethi-
cally. The procurement function must acquire knowledge of, and
ensure that, the contracted suppliers adhere to the international

Control and monitoring
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Examples of activitiesin 2022

Fagerhults Belysning/China: A green electricity certifi-
cation project has beenimplemented with the aim of
achieving 100 per cent green electricity for the Suzhou
plant.

Fagerhult Group: Several Group companies have
introduced a policy that employees may only choose an
electric car asacompany car.

China Fagerhult operates manufacturing in the Suzhou Industrial Park.
iGuzzini has operations located in Fengxian, Shanghai.

For Fagerhult, a Swedish site manager is responsible for
monitoring and ensuring that the working conditions comply with
international conventions and that the Code and other policies are
followed. An Italian site manager conducts the same work for
iGuzzini.

Operations must comply with the local government authorities’
requirements to comply with local laws and regulations governing
forced labour and human rights. Working hours and other con-
ditions follow the directives of the industrial park. As a way of
reducing exposure to corruption, there is continual job rotation
among vulnerable positions.

United Arab Emirates

Operations comprise a small sales company and business
representatives foriGuzzini, LED Linear and Fagerhultin Dubai.

The Head of Business Area, whois also part of Fagerhult Group’s
management, is responsible in consultation with the CEO, Regional
Director and Country Manager for monitoring and ensuring
compliance with international conventions, the Code and other
policies.

Turkey Arlight’'s operations in Ankara

The political risk and critical security situation continuesin Turkey
and neighbouring countries. The country’s legislation guarantees
citizens human rights, but there are several gaps in compliance.
Close contact and continuous visits to the company’s management
on the topic of development is of the greatest importance for the
Fagerhult Group’'s Board and management.

iGuzzini/ltaly: iGuzzini transitioned to 100 per cent
green-energy procurement contracts with GoO certifi-
cates. The existing solar-cellinstallation has been
expanded and supplemented with additional solar panels.
In total, solar energy accounts for 22 per cent of the
plant’s electricity needs.

LTS/Germany: The LTS production facility has optimised
and reduced work surfaces inits production facilities,
resulting in reduced heating consumption.

LTS/Germany: LTS has stopped using plastic as a pack-
aging material and replaced it with a more sustainable
alternative.

WE-EF Lighting/Germany: WE-EF Lighting has invested
in solar energy through the Solar Roof System project.
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guidelines for human rights, freedom of association, right to
collective agreements, anti-corruption and efforts to combat
child labour and forced labour. This applies regardless of the
number of suppliers, which can vary considerably between the
different companies.

Each company's efforts to identify and monitor input materials
from supplier must therefore be continuous, and verified according
to legal requirements, and when new substances and components
are brought on by a shiftin technology.

During the year, a total of 344 (452) suppliers were evaluated
using environmental criteria, of which 64 (61) were new suppliers.
226 (299) suppliers were also evaluated using social criteria, of
which 91(70) were new suppliers. During the year, we entered into
agreements with a total of 167 (236) new suppliers.

Group-wide forum for procurement

The general assessment is that risk exposure for our Group’s
purchasesis low, since alarge portion of the procurementis done
through well-established global companies. Thisis particularly
true for Group-wide purchases that are made by the Group
Purchase Forum (GPF). The aim of the forumis to collectively
purchase large volumes of electrical components that all of the

companies are able to use. The forum consists of five purchasing
managers from different Group companies, who are each respon-
sible for anumber of companies. In 2022, the procurement of
global suppliers of diodes and LED drivers continued. Since these
suppliers are all global and well-known brands, GPF’s assessment
is that these suppliers’ Codes of conducts maintain at least the
same level as our own, and have a distinct focus on the environ-
ment, societal conditions and business ethics. This is also true for
the purchases of assembled electronics components containing
rare earth metals, albeit in small quantities, which are also pur-
chased from well-established global companies. Our insight into
the suppliers’ extractionis limited, but the assessment is never-
theless that the extractionis conducted sustainably andisin
accordance with these global companies’ codes of conduct. As
with many other industries, the lighting industry was impacted by
semiconductor shortages in 2021and the first half of 2022. The
shortage has mainly impacted the accessibility of drivers, which
are a critical component of our lighting solutions. Thanks to favour-
able forecasts and close cooperation with our suppliers, we still
managed to secure supplies of these drivers, and the supply situa-
tion of electrical components gradually improved during the
second half of 2022.

Share of renewable Waste by type
electricity
72% Torecycling: Recycling refers to the proportion
B Non-hazardous waste, 85.5% thatis recycled into new materials,
949% L s recycled into energy and anaerobic
42% 47% el Nottorecycling: decomposition.

2020 2021 2022

Non-hazardous waste, 5.8%
Hazardous waste, 0.2%

Total waste: 4,537 tonnes
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Product safety

All Group companies are responsible for testing and assessing the
safety of all of their luminaires pursuant to applicable industry
requirements and other regulations. We have several certified
laboratories, for example at iGuzzini, Fagerhults Belysning and
Arlight, where product safety controls and product approval are
conducted. Regulations around safety testing are extensively
standardised, almost the same requirements apply regardless of
company or country.

During the safety testing of aluminaire, a number of different
factors are considered, such as electrical, mechanical and thermal
risks. Photobiological safety and the risk of exposure to electro-
magnetic fields are also tested. This means ensuring that the dif-
ferent wavelengths and energy do not injure human eyes. A fin-
ished luminaire undergoes final testing according to a set of rules
and procedures, and is verified against the LVDEMC, ErP and
RoHS directives. Safety-testing documentation conforms to the
EU directives on the CE certified of luminaries. Additional require-
ments and standards are likely to be added in line with the increase
of luminaires connected to smart control systems, and thisis
therefore a development that we are following closely.

Focus 2023

» We will continue to invest in renewable energy and
solar energy.

* Inorder to reduce our GHG emissions, we will review
the possibilities of electrifying the processes at our
factories.

«  We will continue to phase out fossil-fuelled vehicles in
our operations and replace them with electric ones.

« We willinitiate projects to measure and compare waste
between our factories to identify potential improve-
ment opportunities.

» Researchinto new innovative materials that can
enhance energy efficiency or in other ways reduce the
environmental impact will continue to be animportant
priority.
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Fagerhult Group

Circular solutions

Our experience and knowledge drive our innovative approach to create circular lighting solutions for a

better environment and a brighter future.

Ambitions

With our unique blend of local and regional brands and cultures, we
can offer a customised approach to sustainable high-volume pro-
duction. We are to maximise energy savings with the latest LED
technology and smart lighting control. All our solutions should have
alife cycle perspective to minimise our environmental and climate
impact.

LED and smart control systems

The advantages of LED technology mainly pertain to long lifetime
and low energy consumption. Additional value is created when
LEDs are combined with smart control systems. Using smart con-
trol systems, presence-controlled sensors are developed to auto-
matically regulate a safe and energy-efficient light that is adapted
to natural light, both indoors and outdoors. Depending on the appli-
cation, smart lighting systems could reduce energy consumption
up to 70 per cent. Further value-creating functions are connected
luminaires that can collect information about how efficiently an
office space is being used by measuring presence in the space
around the clock, or registering unauthorised access.

LED technology currently accounts for almost 100 per cent of
the companies’ net sales and the Group is continually investingin
product development and manufacturing. Market demand is partly
driven by the continual need to replace existing inefficient lighting
solutions and partly by new builds and renovations.

Luminaires’impact during their life cycle

All Group companies are driven by a shared goal to limit environ-

mental and climate impact during all stages of aluminaire’s life cycle,

from the choice of materials to development and manufacture, to the

user phase and, finally, the recycling of all or parts of the luminaire.
Our possibility to make animpact is in the continued develop-

ment and application of energy-efficient LED technology,

Examples of activitiesin 2022

Fagerhults Belysning/Sweden: Re:Furbish was
launched —a circular economy concept whereby existing
solutions are upgraded and reused.

Fagerhults Belysning/Sweden: Fagerhults Belysningis
part of ajoint pilot project with Telenor in Norway, for cir-
culating aluminium profiles (luminaires) from the market
back to the supplier (closed-loop recycling), when
changing to a new lighting solution.

iGuzzini/ltaly: The new iWay refurbishment product was
introduced.

iGuzzini/Iltaly: iGuzzini’'s has developed a service to help
customers to repair and refurbish lighting solutions.

ateljé Lyktan/Sweden: The Second Life concept was
launched, which designs products to be used, upgraded
and reused to thereby extend the life of the product.

Whitecroft/UK: Selene 2 was launched, which rep-
resents a further development of Whitecroft’'s Cradle to
Cradle range of products.
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combined with smart control systems. These kinds of connected
lighting solutions provide major value by significantly reducing
energy consumption during usage. Itis also crucial to use innova-
tiontoincrease the share of sustainable material in the luminaires,
for example by using biomaterials and recycled materials. The
companies are currently developing products that are Cradle to
Cradle certified, have environmental product declarations (EPDs),
life cycle assessments (LCAs) or material specifications to various
degrees depending on the local market’s requirements and regula-
tions for each luminaire’simpact during its life cycle.

Focus 2023

« Ournew climate targets and our commitment to the
SBTirequire that we intensify our work on developing
more circular solutions. Initiatives around smart lighting
solutions are decisive for achieving reduced GHG
emissions from the use of our products.

- The work to ensure that our products last as long as
possible is a priority area. We want to extend the life of
our products by reusing frames and upgrading to
modern electronics.

«  We will continue the work of creating several new prod-
ucts based on biodegradable and recyclable materials.
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Fagerhult Group

Knowledge leader

79

Fagerhult Group has compiled many years of experience in the development and manufacture of lighting solutions witha commitment
to continuous growth and strengthening of our competence. We aim to be the knowledge leader in sustainable lighting solutions based

around human needs and balanced with energy-efficient and smart solutions with a minimal carbon footprint.

Ambitions

One cornerstone of our sustainability agendais continuous skills
development as part of our commitment to be the knowledge
leader in sustainable lighting solutions. The balancing of climate
aspects and human needs is crucial in the sustainability perspec-
tive —the right lighting and energy efficiency must go hand in hand.

By far the greatest environmental impact is in the user phase,
followed by material production. The degree of impact and circu-
larity is set at 80 per cent by our competence and foresightin the
innovation process. This clearly indicates the importance of sus-
tainability competence in the product development process.

We maintain a continuous focus on more energy-efficient
solutions and further development of connectivity technology
for smart lighting, whichis of primary importance in reducing the
footprintinthe user phase.

Interms of materials, considerable development is ongoing
regarding new possibilities around recycling and recyclability,
and modulation for reuse as well as around completely new
bio-materials. We monitor these areas and launch products with
organic materials as well as new business models. Partnerships
with other actors are important and critical here.

We are also developing skills in production to reduce the carbon
footprint, such as replacing plastic packaging and eliminating
paper documentation. We have been working for many yearsin
this area with various concepts for resource-efficient manufac-
turing and with building competence in how to avoid different forms
of waste.

When we speak about being a knowledge leader, this applies
not just to these areas, it also applies to being a knowledge leader
inall relevant areas for our operations, such as marketing, finance
and|T.

Internally, we ensure the latest lessons and competence are
spread through our various Group forums, where we share news

Examples of activitiesin 2022

Fagerhults Belysning/Sweden: Discovery was launched
—aproduct partly made of bio-based plastic with alow
carbon footprint.

LTS/Germany: Wooden luminaires were developed and a
first project delivery was completed.

LTS/Germany: Mila was launched — a product made of
100 per cent recycled optical materials.

iGuzzini/ltaly: Recycled plastics have begun to be used
in new products where possible, in consideration of per-
formance, and local and international regulations.

Fagerhults Belysning, ateljé Lyktan, WE-EF Lighting,
Whitecroft, iGuzzini /Sweden, Germany, the UK, Italy:
Third-party environmental product declarations require
the transparent reporting of the environmental impact of
our products and solutions.

Fagerhults Belysning/Sweden: Continued establish-
ment and improvement of our competence and skills-
development centresin Linkdping.

Fagerhult Group: The Science Based Targets approval
process has helped toincrease competence and
knowledge within the Group.

and develop together. Each relevant development area such as
purchasing, innovation, manufacturing and marketing, hasits own
forum.

New requirements and targets

We also develop our knowledge and skills by ensuring we are up to
date and prepared for new requirements and regulations, and
through our own ambitions and objectives.

Our diligent work with environmental product declarations
(EPDs) increases our awareness and understanding of the envi-
ronmental impact of the entire product life cycle, and by including
these in product development we ensure a proactive innovation
process.

We increase our competence and learn new approaches, for
example through the work on the Taxonomy and preparations for
other regulations. The Science Based Targets initiative process
means that we will continuously learn and implement new solu-
tions to gradually advance toward our goal of becoming climate
neutral.

Focus 2023

»  Ourwork with environmental product declarations,
Science Based Targets and smart lighting continues.
We are raising competence and securing our position
as aknowledge leader in the industry, from the per-
spective of innovation and product-development, and
in terms of sales and marketing.
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Fagerhult Group

Sustainability notes
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Accounting policies and sustainabllity data

The reporting of social and economic disclosures encompasses
all of the Group’s companies.

The reporting of environment- and climate-related disclosures
are broken down and presented by production facility in the Group.
The Group’s sales companies and head office are jointly-reported.
Products from external brands, sold by our sales companies, are
notincluded.

Changes to the 2022 Sustainability Report

Where changes have occurred in the data compared with previous
years, such changes are commented on directly after the table or
diagram concerned.

Collection and reporting of sustainability data

For this year's Sustainability Report, data has been collected for
the period of January — December 2022. A digital tool, Worldfavor,
was used for the collection and reporting of data.

Employee disclosures

These disclosures refers to to January—December 2022. The
exceptionis number of employees, which was reported on 31
December 2022. This also applies to the number of employees
broken down by gender, age, age of senior management and type
ofrole.

Environmental disclosures
DEFRA and the Association of Issuing Bodies (AIB) have been the
primary sources for emission factors.

Scope 1:
Direct energy consumption: GHG emissions were calculatedin
cubic metres. Data is taken from our own systems or suppliers.

Business travel: Business travel by car includes leased and owned
vehicles. Emissionsin this category are based on kilometres
driven.

Other vehicles: Other vehicles include leased and owned vehicles
used during manufacturing or delivery. Emissions from other
vehicles were calculated based on fuel consumed (litre).

Scope 2:

Indirect energy consumption: Data was taken directly from our
suppliers. The tables report the market-based method. Total GHG
emissions using the location-based method are listed in footnote 6
on page 86.

Business travel: Emissions from electric cars are includedin elec-
tricity consumption, under indirect energy consumption since the
total energy consumption includes charging electric cars.

Scope 3:

Raw material: Only includes raw materials that Fagerhult Group
processes. Does not include materials from purchased com-
ponents.

Business travel: At most sites, including the largest ones, data was
taken from our own systems or directly from our suppliers. At some
of the smaller units, calculations were made based on the year’s
activities.

Waste: Refers to the proportion that is recycled into new materials,
recycled to energy and anaerobic combustion. Data was primarily
collected together with our recycling partners.

Water: Refers to reuse that happens within the framework of our
manufacturing.
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Fagerhult Group

Employee disclosures?

Fagerhult Group?

2022 20213 2020
Total employees Men Women Total Men Women Total Men Women Total
Totalemployees 2,802 1,390 4192 2,784 1,410 4,194 2,916 1,481 4,397
Blue collar 1,198 605 1,803 1145 611 1,756 1,242 664 1,906
White collar 1,604 785 2,389 1,639 799 2,438 1674 817 2,491

2022 20213 2020

Full- Part- Full- Part- Full- Part-
time time Hourly Number time time Hourly Number time time Hourly Number

Permanently employed 3,812 210 3,820 216 3,947 210
Temporarily employed 133 16 56 115 10 41 99 12 129
Estimated average number of hired
consultants 175 110 37

2022 20213 2020
New employees Men Women Total Men Women Total Men Women Total
<30yearsold 162 79 241 154 74 228 79 39 18
30-50yearsold 192 106 298 164 78 242 90 43 133
>50vyearsold 63 26 89 58 20 78 25 6 31
Total a17 21 628 376 172 548 194 88 282
Total new employees, % 15 15 15 14 12 13 7 6 6

2022 20213 2020
Employee turnover Men Women Total Men Women Total Men Women Total
<30yearsold 109 57 166 99 55 154 100 37 137
30-50yearsold 174 19 293 223 19 342 175 95 270
>50yearsold 102 35 137 97 58 155 101 37 138
Total 385 21 596 419 232 651 376 169 545
Total employee turnover, % 14% 15 14 15 16 16 13 1" 12

) Number of employees 310f December 2022.

2) Fagerhult Group's head office is only included in the total figues and notincluded in any business area.
3) Some 2021figures has been updated due to improved data quality and better methods for measuring and collecting data.
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2022
Work-related injuires and ill-health® Number
Recordable work-related injuries 48
High-consequence work-related injuries 4
Recordable work-relatedill-health 13
Work-related fatalities 0
Total 61
4 No historical data available due to new KPlin line with GRI Standards 2021.

2022

Employees covered by collective bargaining agreements Number Share
Yes 2,598 62%
No 1594 38%

Training, average hours

Age structure, employees, %

26,1 37
236
159 22
12,8 19
8 10
: |
-
Blue collar White collar <30years 30-50 >50years

Development dialogues, no of dialogues

years

Age structure, managers, %

1170 49
787
29
554
412 14
7
Lo ]

Blue collar White collar <30years 30-50 >50years

B Men [0 Women

years
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Employee disclosures?

Collection

2022 20212 2020
Total employees Men Women Total Men Women Total Men Women Total
Total employees 1,321 705 2,026 1,318 702 2,020 1,343 719 2,062
Blue collar 558 302 860 557 304 861 549 301 850
White collar 763 403 1,166 761 398 1,159 794 418 1212

2022 20212 2020

Full- Part- Full- Part- Full- Part-
time time Hourly Number time time Hourly Number time time Hourly Number

Permanently employed 1,882 81 1,876 78 1,872 sl
Temporarily employed 60 4 20 46 6 14 4 8 107
Estimated average number of hired
consultants 41 24 8

2022 20212 2020
New employees Men Women Total Men Women Total Men Women Total
<30yearsold 85 4 126 75 38 13 4 22 63
30-50yearsold 75 53 128 63 39 102 37 20 57
>50yearsold 27 14 4 34 15 49 9 2 1
Total 187 108 295 172 92 264 87 44 131
Total new employees, % 14 15 15 13 13 13 6 6 6

2022 20212 2020
Employee turnover Men Women Total Men Women Total Men Women Total
<30yearsold 64 26 90 4 30 ! 49 18 67
30-50yearsold 61 53 114 88 53 141 67 36 103
>50yearsold 45 20 65 47 29 76 39 16 55
Total 170 99 269 176 112 288 155 70 225
Total employee turnover, % 13 14 13 13 16 14 12 10 1

) Number of employees 310f December 2022.

2) Some 2021 figures has been updated due to improved data quality and better methods for measuring and collecting data.
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2022
Work-related injuires and ill-health3) Number
Recordable work-related injuries 27
High-consequence work-related injuries 3
Recordable work-relatedill-health 8
Work-related fatalities 0
Total 35

3 No historical data available due to new KPlin line with GRI Standards 2021.

Training, average hours

Age structure, employees,%

371 36
320
21
181 ®
143 12
8
4 ’_‘
-
Blue collar White collar <30years 30-50 >50years

Development dialogues, no of dialogues

years

Age structure, managers, %

583 44
35
342
283
200 12
9
oo M | W
Blue collar White collar <30years 30-50 >50years

B Men [ Women

years
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Employee disclosures?

Premium

2022 20212 2020
Total employees Men Women Total Men Women Total Men Women Total
Total employees 780 408 1,188 773 424 1,197 879 472 1,351
Blue collar 295 181 476 290 184 474 342 235 577
White collar 485 227 712 483 240 723 537 237 774

2022 20212 2020

Full- Part- Full- Part- Full- Part-
time time Hourly Number time time Hourly Number time time Hourly Number

Permanently employed 1,103 67 1,105 81 1,256 84
Temporarily employed 23 4 3 18 0 10 1
Estimated average number of hired
consultants 91 46 25

2022 20212 2020
New employees Men Women Total Men Women Total Men Women Total
<30yearsold 30 22 52 28 16 44 6 7 13
30-50yearsold 60 29 89 25 16 4 18 1 29
>50yearsold 14 2 16 5 2 7 2 3 5
Total 104 53 157 58 34 92 26 21 47
Total new employees, % 13 13 13 8 8 8 3 4 3

2022 20212 2020
Employee turnover Men Women Total Men Women Total Men Women Total
<30yearsold 16 14 30 22 15 37 13 13 26
30-50yearsold 50 28 78 66 39 105 58 33 91
>50yearsold 19 9 28 29 20 49 31 14 45
Total 85 51 136 17 74 191 102 60 162
Total employee turnover, % 1 13 1 15 17 16 12 13 12

) Number of employees 310f December 2022.

2) Some 2021 figures has been updated due to improved data quality and better methods for measuring and collecting data.

83

2022
Work-related injuires and ill-health3) Number
Recordable work-related injuries 9
High-consequence work-related injuries 1
Recordable work-relatedill-health 2
Work-related fatalities 0

Total

1"

3 No historical data available due to new KPlin line with GRI Standards 2021.

Training, average hours

Age structure, employees, %

157 38
1.0
21 22
43 48 10
6
] : |
B
Blue collar White collar <30years 30-50 >50years

Development dialogues, no of dialogues

years

Age structure, managers, %

395 54
274
166 186 o1
16
: ! H I °
- 1
Blue collar White collar <30years 30-50 >50years

B Men [ Women

years
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Employee disclosures?

Professional

2022 20212 2020
Total employees Men Women Total Men Women Total Men Women Total
Total employees 440 175 615 453 174 627 451 179 630
Blue collar 225 73 298 208 68 276 251 72 323
White collar 215 102 317 245 106 351 200 107 307

2022 20212 2020

Full- Part- Full- Part- Full- Part-
time time Hourly Number time time Hourly Number time time Hourly Number

Permanently employed 565 21 587 19 570 17
Temporarily employed 0 0 29 0 0 21 26 1 16
Estimated average number of hired
consultants 36 37 2

2022 20212 2020
New employees Men Women Total Men Women Total Men Women Total
<30yearsold 24 12 36 32 10 42 12 2 14
30-50yearsold 32 15 47 48 16 64 20 4 24
>50yearsold 14 6 20 12 2 14 6 [¢] 6
Total 70 33 103 92 28 120 38 6 44
Total new employees, % 16 19 17 20 16 19 8 3 7

2022 20212 2020
Employee turnover Men Women Total Men Women Total Men Women Total
<30yearsold 16 7 23 20 4 24 17 3 20
30-50yearsold 45 24 69 44 21 65 34 18 52
>50yearsold 30 4 34 13 5 18 12 5 17
Total o1 35 126 77 30 107 63 26 89
Total employee turnover, % 21 20 20 17 17 17 14 15 14

) Number of employees 310of December 2022.

2) Some 2021 figures has been updated due to improved data quality and better methods for measuring and collecting data.
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2022
Work-related injuires and ill-health3) Number
Recordable work-related injuries 1
High-consequence work-related injuries 0
Recordable work-relatedill-health 8
Work-related fatalities 0
Total 14
3 No historical data available due to new KPlin line with GRI Standards 2021.
Training, average hours Age structure, employees, %

302 314 40
257
222
23
13 12
8
B
Blue collar White collar <30years 30-50 >50years
years
Development dialogues, no of dialogues Age structure, managers, %
104 108 54
57 30
3 3
. = W1
Blue collar White collar <30years 30-50 >50years

B Men [ Women

years
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Employee disclosures?

Infrastructure

2022 20212 2020
Total employees Men Women Total Men Women Total Men Women Total
Total employees 252 98 350 231 107 338 237 108 345
Blue collar 120 49 169 90 55 145 100 56 156
White collar 132 49 181 141 52 193 137 52 189

2022 20212 2020

Full- Part- Full- Part- Full- Part-
time time Hourly Number time time Hourly Number time time Hourly Number

Permanently employed 250 41 241 38 242 37
Temporarily employed 49 8 50 4 58 2
Estimated average number of hired
consultants 7 3 2

2022 20212 2020
New employees Men Women Total Men Women Total Men Women Total
<30yearsold 22 4 26 19 10 29 20 8 28
30-50yearsold 25 8 33 27 6 33 14 7 21
>50yearsold 7 4 1 5 1 6 8 1 9
Total 54 16 70 51 17 68 42 16 58
Total new employees, % 21 16 20 22 16 20 18 15 17

2022 20212 2020
Employee turnover Men Women Total Men Women Total Men Women Total
<30yearsold 13 10 23 16 6 22 21 3 24
30-50yearsold 16 14 30 25 6 31 16 7 23
>50yearsold 8 2 10 8 3 1 19 2 21
Total 37 26 63 49 15 64 56 12 68
Total employee turnover, % 16 24 19 21 14 19 24 1 20

) Number of employees 310f December 2022.

2) Some 2021 figures has been updated due to improved data quality and better methods for measuring and collecting data.
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2022
Work-related injuires and ill-health3) Number
Recordable work-related injuries 1
High-consequence work-related injuries 0
Recordable work-relatedill-health 0
Work-related fatalities 0
Total 1

3 No historical data available due to new KPlin line with GRI Standards 2021.

Training, average hours

Age structure, employees, %

10.8 36
76 81
56 18 21
14
I ; H :
Blue collar White collar <30years 30-50 >50years

Development dialogues, no of dialogues

years

Age structure, managers, %

84 49
67
34
37
28 15
2
Blue collar White collar <30years 30-50 >50years

B Men [ Women

years
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Contents Environmental disclosures

Our company Environmental indicators 2022"

Our value creation

Our employees

Our operations
Our offering Collection Premium Professional Infrastructure Otherd Group total
. - ateljé LED Linear, WE-EF, Eagle
Our contribution Lyktan,  iGuzzini,  iGuzzini, Si i WE-EF, Samut- Fagerhult, Fagerhult, LTS, Arlight,  Lighting, Whitecroft,  Designplan, 1-Valo, Veko, HQ,
. . Anhus, Recanati, Shanghai, Montreal, Viuyn, Bispingen, prakarn, Habo, Suzhou, Tettnang, Ankara, Melbourne, Manchester, Sutton, littala, Schagen, Commercial
Our SUStalnablllty efforts Sweden Italy China Canada?  Germany  Germany Thailand Sweden China Germany Turkey A li England England Finland Netherlands etc. 2022 20218) 2020

Priorities S ——

Direct Energy Consumption

Sustainability governance
Non-renewable sources

Progress Natural Gas (m3) 0 867,069 152621 125011 40816 248,730 0 0 110,849 348706 97,475 121311 456,711 86,734 63,260 8,651 95495 2823438 3,145,743 2,686,591
m Sustainability notes Propane Gas/LPG (m3) 75 0 0 0 0 12 84501 0 0 0 960 753 0 0 0 0 0 86,301 122035 98193
Qil (m3 0 0 0 0 0 78 0 1 0 0 0 0 0 0 0 0 0 79 40 9

EU Taxonomy i (m)

Business travel

About the Sustainability Report

Diesel cars (no.) 6 42 2 0 6 10 2 12 0 23 2 0 8 5 4 17 145 284 429 539

GRIIndex Petrol cars (no) 0 0 0 0 2 2 6 1 1 0 14 0 0 2 1 12 71 12 81 59

Auditors’ report Plug-in Hybrid cars (no.) 15 20 0 0 2 8 0 16 0 7 0 0 15 3 0 5 73 164 107 63
Our numbers Vehicles used in operations

Other information Diesel vehicles (no.) 0 1 0 0 0 6 3 2 0 0 2 0 5 0 0 0 1 20 18 21

Total COe Scope 1(tons) 99 1,987 315 252 17 808 515 101 232 828 286 249 1574 196 153 174 1,247 9133 9,889 9,888

Indirect Energy Consumption within buildings

Renewable sources?
Electricity (MWh) 714 9,059 0] 0 (] 1,846 0] 7,006 600 1,308 795 222 1,844 39 409 462 772 25,076 14,784 11,133
District heating (MWh) 475 0 0 0 0 0 0 3,31 0 0 0 0 0 0 0 0 0 3,785 4,340 4,027
Non-renewable sources>®
Electricity (MWh) 0 7 2,379 703 763 0 1,090 0 52 1,308 5 424 0] 659 0 393 1,846 9,700 19,506 15,665
District heating (MWh) 12 (o] 0] 0 (o] 102 0 0 0 0 0 0 0 0 0 0 401 504 585 1
Electric cars (no.)
Elbilar (st) 15 1 (0] 0 (o] 3 0 9 0 2 0 0 3 10 0 10 44 97 44 9
Total COze Scope 2 (tons)®) (o] 35 1,884 32 472 20 620 (o) a1 808 3 458 (o] 232 (o] 177 597 5,380 10,158 7,063
1 Data has been collected and calculated with the tool Worldfavor. DEFRA and Association of Issuing 4 Includes renewable electricity that are self-produced or origin marked with valid certificate. 8 Some 2021 figures have been updated due toimproved data quality and better methods for

Bodies (AIB) has been used as main sources for emission factors. %) Refers to national energy mix on each national market. Each national mix also contains partly measuring and collecting data.
2) The production unit belongs to iGuzzini and manufactures for iGuzzini. renewable sources, this partis not distinguished. 9) Historical datais not available due to changed calculation methods or due to no available data
3) The category ‘Other’includes all legal entities that is not classified as manufacturing units (for all 6) Calculated with market based method. Corresponding figure with location based method is previous years.

business areas). For example head office, sales companies, etc. 8,579 tons CO2e for the Fagerhult Group.
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Environmental indicators 2022, cont.)

8r

Collection Premium Professional Infrastructure Otherd Group total
ateljé LED Linear, WE-EF, Eagle
Lyktan, iGuzzini, ini, Si i 'WE-EF, Samut- Fagerhult,  Fagerhult, LTS, Arlight, Lighting, Whitecroft, Designplan, I-Valo, Veko, HQ,
Anus, Recanati, Shanghai, Montreal, Viuyn, Bispingen, prakarn, Habo, Suzhou, Tettnang, Ankara, Melbourne, Manchester, Sutton, littala, Schagen, Commercial
Sweden Italy China Canada? Germany Germany Thailand Sweden China Germany Turkey A i England England Finland Netherlands etc. 2022 20218 2020

Consumption of raw materials (tons)

Renewable Materials

Paper (for packaging) 49 286 132 31 40 56 18 243 89 213 106 103 136 105 1 37 0 1,645 1,628 1,318
Non-renewable Materials

Steel 4 577 38 72 10 193 66 1,188 255 219 396 690 1,258 373 8 18 0 5,401 5,707 4,530
Primary Aluminium 87 102 90 61 89 7 9 354 31 46 199 17 134 28 74 779 0 2,108 2,324 4,643
Secondary Aluminium 14 676 614 0 0 218 120 128 265 279 25 1 58 1 38 334 0 2,881 2,717
Paint—Powder 12 0 1 0 0 12 3 61 25 18 21 19 49 23 5 0 0 249 252 201
Paint—Solvent 04 89 91 0 0 3 0 0 0 1 0 0 0 0 0 0 0 184 187 136
Plastics (granulate) 0 92 43 0 0 1 0 0 13 73 0 0 0 136 0 369 461 331
Plastics (for packaging) 3 28 19 2 7 7 3 65 8 10 3 9 27 2 1 6 0 199 219 200
Business travel 9
Short haul flights (p.km) 8,000 396,602 1,142 4,410 47194 135154 32,560 193,683 14360 59,876 21,801 158,745 74,708 46,040 57482 36,000 1971974 3259731 923,629

Long haulflights (p.km) 0 1402954 25059 53323 143,808 205948 107,595 41193 20,000 9,144 36,221 2,636 0 0 0 0 1195343 3243224 507,346

Hotel nights (no.) 640 1,855 27 4 152 572 63 729 24 109 150 108 434 196 90 882 4,646 10,718 5,196

Train (km) 3550 181,692 295 0 16,740 54,683 517 21,069 0 8,838 1,310 0 124,396 11,325 3474 17,000 418,978 863,867 522,852

Taxi (km) 6,581 30,107 10,357 830 594 4,949 2424 3,076 0 0 881 0 4,107 467 147 1,000 49,054 114574 63374

Employee owned cars (km) 11,006 0 1,892 16,333 7,403 3374 0 43,336 0 0 0 129600 499,096 25,541 18,214 0 276,56 1031951 814,431

Waste 9)
Total waste (tons) 144 502 84 160 64 451 125 994 43 372 208 349 822 17 38 64 0 4537 3976

Share recovered (%) 100 95 82 65 100 100 46 98 87 100 97 81 100 100 100 100 0 94 90

Water

Total water withdrawal (m3) 1,037 26,516 9,405 1,325 862.1 5,631 6,749 3,021 4,613 4,250 8,320 479 7,205 2,606 866 572 0 83457 89589 76,756
Total COze Scope 3 (tons) 1,171 4,569 1,981 863 949 1,091 542 7,787 1,540 1,731 3,274 2,803 5,700 1,624 778 8,021 815 45,239 47,167 9

Units Produced

Number of Units
produced (pcs)

86,132 888,639 404,674

128,436

170,744

63,303

8,494

614,144

773,646

522,691

258,460

135,900

358,089

74,380

38,703

321,769

0 4848204 4,716,048 4,713,825

) Datahas been collected and calculated with the tool Worldfavor. DEFRA and Association of Issuing
Bodies (AIB) has been used as main sources for emission factors.

2) The production unit belongs to iGuzzini and manufactures for iGuzzini.

3) The category ‘Other’includes all legal entities that is not classified as manufacturing units (for all
business areas). For example head office, sales companies, etc.

7 Refers to part that is recycled to new material, recycled to energy, as well as anaerob decomposition.
8) Some 2021figures have been updated due to improved data quality and better methods for
measuring and collecting data.

9 Historical data s not available due to changed calculation methods or due to no available data

previous years.
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EU Taxonomy

The world is facing major challenges to solve the climate crisis, and
everyone needs to do their part. Countries, companies and individ-
uals must transition to reduce emissions and negative impact on
the environment and the climate. EU has the goal of becoming the
first climate-neutral continent in the world, something that is to
happen by 2050. There are various milestones on the way towards
achieving this and objectives that are customised to or set based
on the Paris Agreement. The intention with the Taxonomy is to
encourage investment in sustainable activities. The proportion of
Taxonomy-eligible economic activities was first reported in 2021,
and the next step now in 2022 is to report the proportion of the
operations’ turnover, investments and costs that are sustainable
(aligned) according to the definitions given in the Taxonomy. After a
comprehensive analysis of our operations and turnover, including
components, as well as a stricter interpretation of the Taxonomy’s
regulations, we have updated our assessment of the proportion of
the Group's turnover that is Taxonomy-eligible.

Conclusions of the Taxonomy for the Fagerhult Group

Despite a smaller proportion of turnover in the highest energy
classes we believe that we are well positioned in relation to the
market. We are focused on continuously tracking technological
developments and implementing the latest technology in our solu-
tions, whether they are LED modules or connectivity solutions for
smart lighting, so that we can continue to have aleading positionin
energy efficiency and creating the right lighting with people in mind.
Itis of the utmostimportance that we optimise both of these areas
in harmony with each other. The Taxonomy, with its focus on green
and sustainable investments, is a step in the right direction andis
also apart of our holistic approach to reduce our climate impact
and our validation process with Science Based Targets initiative.

Our substantial contribution according to the Taxonomy

We have updated and revised our view of the scope of the Taxonomy
inrelation to our turnover compared with the previous year. This has
resulted in the following definition: According to the Group’s inter-

pretation, applicable turnover related to to sales of products for
indoor and outdoor environments when energy classification is pos-
sible. This also includes sensors and similar items intended to offer
customers a more sustainable and energy-efficient solution. Sales of
products or components that are not covered by compulsory
energy classification or where the Group does not have full control
over the product are excluded. This means that products that are not
developed by one of the Group’s brands are excluded (external
brands). Products and components are exempt if they lack energy
classification: panels for treatment rooms at hospitals, posts for out-
door luminaires, or other types of spare parts or accessories. Under
this definition, eligible turnover amounts to 85% of the Group’s total
netsales.

We contribute substantially to one of the six defined EU goals,
“climate change mitigation.” Our industry has a direct connection
to Article 101 of Regulation (EU) 2020/852, where the European
Parliament and the European Council state that economic activi-
ties that consist of energy efficient technology has a positive
impact on the environmental objective of climate change mitiga-
tion. Our modern LED solutions reduce energy consumption by
up to 70 per cent compared with traditional installations and a con-
nected solution that is controlled through sensors has even more
potential to reduce energy consumption for our customers, which
contributes to the environmental objective.

Do no significantharm

The Taxonomy establishes technical screening criteria for deter-
mining the conditions under which an economic activity qualifies
as contributing substantially to climate change mitigation and for
determining whether that economic activity does no significant
harm to any of the other environmental objectives. By providing
energy-efficient lighting solutions, we help make society more sus-
tainable. Based on the application of goals and technical screening
criteriain the EU Taxonomy to assess the principle of “do no signifi-
cant harm,” the Fagerhult Group will:

88

Turnover Capex Opex

85% 37 % 93%

eligible eligible eligible

Total (MSEK) Eligible Non-eligible
Turnover 70255 85% 15%
Capital expenditure (Capex) 1091 37% 63%
Operating expenditure (Opex) 3418 93% 7%

« |dentify the material physical climate risks by carrying out
relevant risk analyses

« Assess the materiality of all physical climate risks identified

« Assess possible solutions that can reduce the potential or
actual identified climate risk

« Actfor the pollution prevention and control related to environ-
mentally hazardous chemicals, starting with SVHC

« Use best practices and available guidance and apply the most
recent knowledge about available methods

Minimum safeguards

The minimum safeguards, animportant part of the EU Taxonomy
Regulation, are based on recommendations from the European
Parliament to ensure that any investments or activities labelled as
“Taxonomy-aligned” meet certain minimum governance standards
and do not violate social norms, including human rights and labour
rights as well as a sustainable value chain from suppliers to cus-
tomers. Ultimately, the minimum safeguards act as safety net
aimed at preventing any purely green investments from being
viewed as “aligned” if they, for example, violate human or labour
rights, or engage in corrupt, anti-competitive or non-compliant
taxation practices.
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The Taxonomy regulation specifies that one of the three criteria
for economic activities to be considered environmentally sustain-
ableis that they are “carried out in compliance with the minimum
safeguards.” Compliance with the Minimum Safeguards is deter-
mined by assessing performance criteria against four core topics:
humanrights, including workers’ rights: bribery/corruption, taxa-
tion, and fair competition. The minimum safeguards criteria have
been anchored in guidance provided by international organisa-
tions, in addition to upcoming EU regulation (CSDDD, CSRD,
SFDR). Environmentally sustainable economic activities must also
meet criteria for responsible business conduct already outlined in
current legislation regarding responsible enterprise and fair
competition.

We have an overall Code of Conduct (Fagerhult Group Code of
Conduct), which covers our own operations as well as those of our
business partners. In addition to the Code of Conduct, we have
established policies that more specifically reflect to the core topics
covered by provisions in the EU Taxonomy regarding minimum
safeguards.

Requirements in our industry and their interpretation
The lighting industry isincluded in primary economic activity ‘3.
Manufacturing’ and the sub-area ‘3.5 Manufacture of energy effi-
ciency equipment for buildings’. This pertains mainly to lighting for
buildings, which is why we also included exterior lighting and ‘close
to house'’ lighting such as in parks and gardens. The 3.5 heading
also refers to several NACE codes, which stipulate that street
lighting can be included in the Taxonomy. Since outdoor lighting
cannot be connected to any other economic activity in the Tax-
onomy, we have chosen to include this application areain the same
activity as our other application areas. We have also included turn-
over when an external partner manufactures our products. This
happens only rarely and this proportion of turnover is therefore
marginal. The part reported as non-eligible is turnover without
energy class (e.g. outdoor poles, healthcare panels), and when we
act as agents, whichis arelatively small portion of our turnover.
Ourindustry is covered by two technical screening criterias in
the Taxonomy and our interpretation is that meeting one criteriais
sufficient for being considered aligned.

Light sources in the highest two populated energy

efficiency classes

One of the criteria to be considered aligned in this areais to pro-
duce light sources in the top two populated energy efficiency
classes as defined by Regulation (EU) 2017/1369 and delegated
acts that have been adopted according to this regulation.

Our basisis EU Q&A 221219, with descriptions and explanation
for household appliances since the technical screening criteriain
the definition of this industry are entirely identical to the industry
we are part of. Taxonomy requirements are focused on the top two
energy efficiency classes that are represented by products avail-
able inthe market. An overview of available productsin the market
based on the EPREL (European Product Registry for Energy
Labeling) reference database was used to clarify which two
energy classes are considered aligned.

Based on the above statements from the European Commis-
sion, itis our assessment that the room for interpretation is limited
and that there is only one way to interpret this criterion: only the top
two energy classes of light sources that are offered in the market
are considered Taxonomy-aligned. Note that our interpretation of
the Taxonomy criterion for energy classes applies to all types of
light sources. We do not make a division of different types or cate-
gories of light sources where lower energy classes could be the
two highest populated and thus favour our Taxonomy figures.
Energy class A and B applies to all categories. This is in line with
our original interpretation. We thereafter applied this breakdown of
light sources to our turnover depending on which products the dif-
ferent light sources belong to. Inthe EPREL database, just over 1%
of alllight sources are in the top two energy classes, Aand B. This
means that the aligned turnover is very small in the industry, and for
us. However, we have a better composition of our turnover in the
other energy classes (C-G) than the market as awhole.

Motion and daylight controls for lighting systems

Motion and daylight controls for lighting systems are one of the
alignment criteria. Our interpretation here is simple and direct.
Alighting solution is Taxonomy-aligned when it includes a sensor
for precence or daylight control.

89

Note that our interpretation of the
Taxonomy criterion for energy
classes applies to all types of light
sources. We do not make a division
of different types or categories of
light sources where lower energy
classes could be the two highest
populated and thus favour our
Taxonomy figures.

Light sources per energy class in the EPREL database?
Number of light

Energy class sources Share
A 1,114 0%
B 3,479 1%
C 16,781 6%
D 37,561 14%
E 64,956 24%
F 99,886 36%
G 53,732 19%
)

Note that this shows all light sources manufactured and supplied in the EU (data from 23 of Feb 2023).

Fagerhult Group — Sales by energy classes

External net sales (%) Share
EnergyclassA 0%
Energyclass B 1%
EnergyclassC 20%
Energy classD 26%
EnergyclassE 22%
EnergyclassF 1%
Energy class G 4%
Without energy classification) 16%

100%
Share of net sales with light controls/sensors included? 5%

) E.g.outdoor poles, healthcare panels.
2) Related to luminaries with integrated sensor for presence or daylight control.
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Taxonomy, cont.

Turnover

Our total turnover, including revenue from goods and services and

other operating income. For more information about our

accounting policiesin relation to our consolidated sales, refer to
Revenue recognition (pages 127-128) and comment 1 (page 134).
As described above, our interpretation is that all sales of lighting

solutions under our own brands that include a light source or

sensor are Taxonomy-eligible. This means that 85% of our turn-
over is Taxonomy-eligible. The remaining portionincludes sales of

panels for treatment rooms, spare parts and accessories as well as
other operating income that does not pertain to our core opera-
tions and can therefore not be related to any type of economic
activities and is therefore not Taxonomy-eligible. According to the
above strict interpretation of sustainable energy classes (Aand B
for all categories of light sources) and sensor solutions, we have a
low proportion of Taxonomy-aligned turnover, but based on the
EPREL database our performance is better than average in the
light source market.

DNSH criteria
1)
Turnover Substantial contribution criteria (Does Not Significantly Harm)
c 3 c 3
s £ 5 & £ =
5 B ol o kS el o
s 2 § ¢ 2 § ¢ €
c (0] > [0} > ©
S 3 5 £ E o s & £ E o 3
= 2 2 = c & 2 2 o = & o
o 5] 5] E Q >2 5] 5] E ] >2 ©
c < &= - 3] = & < < - Q =& 1]
S S S g o s Bo © o = o c 28 g
‘g 2 2 5 s -% 2 % = 2 5 K -% 2 % 2 Taxonomy- aligned Taxonomy-aligned Category Category
Absolute 9 £ £ 8 £ s 8 o = £ kS B s 3 g £  proportionofturnover, = proportionof turnover, (enabling (transitional
Economic activities Code(s)  turnover [ [8) (8] = (&) o @8 O 8] = [8) o @8 = year 2022 year 2021 activity) activity)
MSEK % % % % % % % YN  Y/N Y/N Y/N Y/N Y/N Y/N % % E T

A.TAXONOMY-ELIGIBLE ACTIVITIES

A.1.Environmentally sustainable activities (Taxonomy-aligned)

Manufacture of energy efficiency equipment for buildings 35 410 .4 100 Y Y Y Y Y Y E
Turnover of environmentally sustainable activities (Taxonomy-aligned) (A.1) 410.4

A.2 Taxonomy-Eligible but not envir lly sustainable activities

(not Taxonomy-aligned activities)

Manufacture of energy efficiency equipment for buildings 35 6,615.1 80

Turnover of Taxonomy-eligible but not environmentally sustainable activities

(not Taxonomy-aligned activities) (A.2) 6,615.1 80

Total (A.1+A.2) 7,0255 85 5

B. TAXONOMY-NON-ELIGIBLE ACTIVITIES

Turnover of Taxonomy-non-eligible activities (B)

12441 15

Total (A+B)

8,269.7 100

1) Proportion of turnover from products or services associated with Taxonomy-aligned economic activities — disclosure covering year 2022
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Our offering Investments/capital expenditure Frominvestments completedin 2022 that were central to oper-
Our contribution Our total investments include acquisitions of tangible and intan- ations, we have only included the non-current assets used in oper-
gible non-current assets excluding goodwill and the year’s added ations that drive revenue in the economic activity 3.5: Manufacture
Our sustainability efforts right-of-use assets. For further information see note 11 Intangible of energy efficiency equipment for buildings. We have not taken
Priorities assets and note 12 Property, plant and equipment (pages 140-141) account of any Capex plan for the coming years.

Sustainability governance and added right-of-use assets in note 26 Leases (page 148).

Progress
Sustainability notes
m EU Taxonomy
About the Sustainability Report
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Auditors’ report ap Substantial contribution criteria (Does Not Significantly Harm)
[} [}
= @Q c @
Our numbers 5§ s g § £ g
<« &5 2 2 5 £ 3 a
Other information 4 = 8 3 . g 8§ 5 . e
k o 5 E £ o ° e £ £ o L
O = e} c = s} c =
2 o 2 S 2 5 2 = g S S £
o I} 5] E Q >2 5] 5] E ] >2 ©
c < &= - 3] = & < < - Q =& 1]
i) (3] o = o c (2} o (<] c [ c (2] £
‘g 2 2 g s -% 2 % 2 2 g K -% 2 % 2 Taxonomy- aligned Taxonomy-aligned Category Category
Absolute ;) £ £ ] £ s o8 £ E ® i s 88 E proportionof CapEx,  proportion of CapEXx, (enabling (transitional
Economic activities Code(s) CapEx a o o = o a @®o O o = [©) o @do = year 2022 year 2021 activity) activity)
MSEK % % % % % % % YN YN Y/N Y/N Y/N Y/N Y/N % % E T

A. TAXONOMY-ELIGIBLE ACTIVITIES
A.1.Environmentally sustainable activities (Taxonomy-aligned)

Manufacture of energy efficiency equipment for buildings 35 231 100 Y Y Y Y Y Y E
CapEx of environmentally sustainable activities (Taxonomy-aligned) (A.1) 231

A.2 Taxonomy-Eligible but not envir lly sustainable activities

(not Taxonomy-aligned activities)

Manufacture of energy efficiency equipment for buildings 35 86.0 29

CapEx of Taxonomy-eligible but not environmentally sustainable activities

(not Taxonomy-aligned activities) (A.2) 86.0 29

Total (A.1+A.2) 1091 37 8

B. TAXONOMY-NON-ELIGIBLE ACTIVITIES
CapEx of Taxonomy-Non-eligible activities (B) 186.4 63
Total (A+B) 2955 100

1) Proportion of CapEx from products or services associated with Taxonomy-aligned economic activities — disclosure covering year 2022
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Taxonomy, cont.

Costs/operating expenditure

Total operational expenditure (Opex) consists of direct non-
activated expenses that are part of research and development,
renovation activities for buildings, short-term leases, maintenance
and repairs as well as other direct costs related to the daily service
of property, plant and equipment (owned or leased). For more

information about research and development, see Note 29 (page
149). The part of operating expenditure that is Taxonomy-eligible is
only the share of expenditure described above that are pertains to
property, plant and equipment that are applicable within economic
activity 3.5 Manufacture of energy efficiency equipment for
buildings, which drives our turnover.

OpEX“ ' - o DNSH (lzlfiteria
Substantial contribution criteria (Does Not Significantly Harm)
3 3
g 2 ¢ g 2 &
= = © = ©
2 S 5 3 S 5 3 o
s = 8 o = 8 o °
= £ & o > £ S ) > 5
E g 8 £ s g 3 3 £ 5§ R
5 = c ] = S = c [ = < o
o I} 5] E <} >2 5] 5] E ] >2 ©
c < &= - 3] = & < < - Q =& 1]
S S S g o s Bo © ° g o c 28 g
‘g 2 2 5 = .% 2 % = -] 5 g -% 2 % 2 Taxonomy-aligned Taxonomy-aligned Category Category
Absolute ;) £ £ ] £ s o8 £ E ® i s 88 E proportion of OpEX, proportion of OpEX, (enabling (transitional
Economic activities OpEx e o O = 6} a o o O O = &} o o o = year 2022 year 2021 activity) activity)
MSEK % % % % % % % YN  Y/N Y/N Y/N Y/N Y/N Y/N % % E T

A.TAXONOMY-ELIGIBLE ACTIVITIES

A.1.Environmentally sustainable activities (Taxonomy-aligned)

Manufacture of energy efficiency equipment for buildings 401 1" 100 Y Y Y Y Y 1" E
OpEx of environmentally sustainable activities (Taxonomy-aligned) (A.1) 401 1 1

A.2 Taxonomy-Eligible but not envir lly sustainable activities

(not Taxonomy-aligned activities)

Manufacture of energy efficiency equipment for buildings 3017 82

OpEXx of Taxonomy-eligible but not environmentally sustainable activities

(not Taxonomy-aligned activities) (A.2) 3017 82

Total (A.1+A.2) 3418 93 1

B. TAXONOMY-NON-ELIGIBLE ACTIVITIES

OpEx of Taxonomy-Non-eligible activities (B)

244

7

Total (A+B)

366.2

100

1 Proportion of OpEx from products or services associated with Taxonomy-aligned economic activities — disclosure covering year 2022
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About the Sustainability Report

Fagerhult Group’s 2022 Sustainability Reportisintegratedin the
2022 Annual and Sustainability Report, which has been adopted
and approved by the Board of Directors. The Sustainability Report
pertains to the 2022 calendar year (1 January to 31 December
2022). The report is published once each year and this report
was published on 17 March 2023.

Specific sustainability information can be found in the section
Our contribution on pages 61-98 and comprises the statutory
sustainability report in accordance with Chapter 6, Section 11 of
the Swedish Annual Accounts Act. The Sustainability Report has
been prepared based on the requirementsin the GRI Standards
2021and has been subjected to a limited assurance review by
a third party, KPMG, refer to the Assurance Report on page 98.

The Sustainability Report has the same scope as the Annual
Report and encompasses all companies in the Fagerhult Group
unless otherwise stated.

The starting point for the Sustainability Report was the
Fagerhult Group’s sustainability agenda, whichis described on
page 64. The sustainability agenda is based on ongoing dialogues
with various stakeholder groups, the Group’s materiality analysis
and the undertakings communicated and linked to the UN SDGs
and the Paris Agreement.

For more information about Fagerhult’s sustainability work and
reporting, please contact Chief Sustainability Officer (CSO)
Anders Fransson, anders.fransson@fagerhultgroup.com.

93

ANNUAL AND SUSTAINABILITY REPORT 2022



94

Contents
Our company I l e x
Our value creation

Our employees

Our operations
Our offering Fagerhult Group (AB Fagerhult) has reported in accordance with the GRI Standards for the period 1 January to 31 December 2022.

Our contribution GRI1used GRI1:Foundation 2021
Our sustainability efforts

Priorities Omission
Sustainabil ity governance GRI Standard Disclosure Location Requirement(s) omitted Reason Explanation
GRI 2: General Disclosures 2021
Progress izati i
2-10rganizational details 33,35,37,39,100-101,103,106, 109, 134,150, 164
Sustainability notes 2-2 Entities included in the organization’s sustainability reporting 93
EU Taxonomy 2-3 Reporting period, frequency and contact point 93
About the Sustainability Report 2-4 Restatements of information 7,80-87
2-5External assurance 98
m GRIIndex 2-6 Activities, value chain and other business relationships 2-4,13-14,16-17,30-31,33-40,76-77
Auditors’ report 2-7Employees 73-74,80-85,147-148
Our numbers 2-8 Workers who are not employees 80-85 Detailed info'rmation.about !nformation Fagerhu_lt intends to collect this
consultantsis unavailable. Total incomplete. information for nextyear’s report.
Other information number of consultantsis
presented.
2-9 Governance structure and composition 70-71,108-118
2-10Nomination and selection of the highest governance body 110-111
2-11Chair of the highest governance body 15
2-12 Role of the highest governance body in overseeing the management of impacts 70-7
2-13 Delegation of responsibility for managing impacts 70-7
2-14 Role of the highest governance body in sustainability reporting 70-7
2-15 Conflicts of interest 110-111
2-16 Communication of critical concerns 4
2-17 Collective knowledge of the highest governance body 70-72
2-18 Evaluation of the performance of the highest governance body m
2-19 Remuneration policies AB Fagerhult (publ) remuneration report for 2021,109,

AB Fagerhult (publ) remuneration report for 2022

2-20 Process to determine remuneration AB Fagerhult (publ) remuneration report for 2021,109,
AB Fagerhult (publ) remuneration report for 2022,

Decision at the annual general meeting on 26 April 2022

2-21Annual total compensationratio Fagerhult does not yet report Information For theimplementation of ESRS,
thisinformation. unavailable. Fagerhult willbe able toreporton
thisinformation.
2-22 Statement on sustainable development strategy 10-11
2-23 Policy commitments 70-72,75-77
2-24 Embedding policy commitments 70-72,75-77

Fagerhult Group
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Our company

Our value creation

Our employees

Our operations

Our offering Omission
Our contribution GRI Standard Disclosure Location Requirement(s) omitted Reason Explanation
) - GRI 2: General Disclosures 2021
Our sustainabil ity efforts 2-25 Processes to remediate negative impacts 66-72
Priorities 2-26 Mechanisms for seeking advice and raising concerns 70-72
Sustainability governance 2-27 Compliance with laws and regulations 7
P 2-28 Membership associations 7
rogress 2-29 Approach to stakeholder engagement 66-67
Sustainability notes 2-30 Collective bargaining agreements 81
EU Taxonomy
About the Sustainability Report
m GRIIndex
Auditors’ report
Our numbers
Other information Omission
GRI Standard Disclosure Location Requirement(s) omitted Reason Explanation
GRI 3: Material Topics 2021
GRI 3: Material Topics 2021 3-1Process to determine material topics 66-68
3-2List of material topics 68

Impact from climate changes
GRI 3: Material Topics 2021 3-3Management of material topics 69-72,151-154
GRI201: Economic Performance 2016 201-2 Financialimplications and other risks and opportunities due to climate change 69,151-154

Ethics and anti-corruption

GRI 3: Material Topics 2021 3-3Management of material topics 69-72,76-77,153-154

GRI205: Anti-corruption 2016 205-10perations assessed for risks related to corruption 76-77
205-2 Communication and training about anti-corruption policies and procedures 27,69-71,76-77,153-154
205-3 Confirmed incidents of corruption and actions taken 7

Sustainable design

GRI 3: Material Topics 2021 3-3Management of material topics 70-72,80

GRI301: Materials 2016 301-1Materials used by weight or volume 80,87

Use of renewable energy

GRI 3: Material Topics 2021 3-3Management of material topics 70-72,80

GRI302: Energy 2016 302-1Energy consumption within the organization 77,80,86
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Our employees
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Our offering Omission
GRI Standard Disclosure Location Requirement(s) omitted Reason Explanation

GRI 3: Material Topics 2021

Climate and energy efficiency

Our contribution
Our sustainability efforts

Priorities

GRI 3: Material Topics 2021 3-3Management of material topics 70-72,80
Sustainability governance GRI305: Emissions 2016 305-1Direct (Scope 1) GHG emissions 8,75,80,86
Progress 305-2 Energy indirect (Scope 2) GHG emissions 8,75,80,86
. . 305-3 Other indirect (Scope 3) GHG Emissions 8,75,80,87
Sustainability notes
Circular economy
EU Taxonomy : ; : .
GRI 3: Material Topics 2021 3-3Management of material topics 70-72,80
About the Sustainability Report GRI306: Waste 2020 306-3Waste generated 41,75-77,80,87
m GRIIndex Supply chain sustainability
Auditors’ report GRI 3: Material Topics 2021 3-3Management of material topics 70-72,76-77
Our numbers Sg:l é308: Supplier Environmental Assessment  308-1New suppliers that were screened using environmental criteria 76-77
Other information GRI 414: Supplier Social Assessment 2016 414-1New suppliers that were screened using social criteria 75-77
Diversity
GRI 3: Material Topics 2021 3-3Management of material topics 70-73,80
GRI401: Employment 2016 401-1New employee hires and employee turnover 80-85
GRI405: Diversity and Equal Opportunity 2016  405-1Diversity of governance bodies and employees 73,80-85,115-118

Health and safety in own operations

GRI 3: Material Topics 2021 3-3Management of material topics 70-74
GRI403: Occupational Health and Safety 2018  403-10ccupational health and safety management system 73-74
403-2 Hazard identification, risk assessment, and incident investigation 73-74
403-3 Occupational health services 73-74
403-4 Worker participation, consultation,and communication on occupational health 73-74
and safety
403-5 Worker training on occupational health and safety 73-74
403-6 Promotion of worker health 73-74
403-7 Prevention and mitigation of occupational health and safety impacts directly 73-74
linked by business relationships
403-9 Work-related injuries 74,80-85
403-10 Work-relatedill health 73-74,80-85
GRI416: Customer Health and Safety 2016 416-1Assessment of the health and safety impacts of product and service categories 68,77
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GRI 3: Material Topics 2021

Sustainability integrity and knowledge

Our sustainability efforts

Priorities GRI 3: Material Topics 2021 3-3 Management of material topics 70-72,80
Sustainability governance GRI404: Training and Education 2016 404-1Average hours of training per year per employee 80-85
Prog ress 404-3 Andel anstéllda som far regelbunden utvardering av prestation och 80-85

karriarutveckling

Sustainability notes

Employee values
EU Taxonomy GRI 3: Material Topics 2021 3-3Management of material topics 70-72,76-77
About the Sustainability Report GRI404: Training and Education 2016 404-1Average hours of training per year per employee 80-85
m GRIIndex 404_—53 Andel a_nstallda som far regelbunden utvardering av prestation och 80-85
karriarutveckling
Auditors’ report GRI407: Freedom of Association and 407-10perations and suppliers in which the right to freedom of association and 76-77
Collective Bargaining 2016 collective bargaining may be at risk

Our numbers

Other information
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Auditors’ report

Auditor’s Limited Assurance Report on AB Fagerhult’s Sustainability Report for 2022
and statement regarding the Statutory Sustainability Report

To Aktiebolag Fagerhult (publ), Corp.1d. 556110-6203

Introduction

We have been engaged by the Board of Directors of AB Fagerhult
to undertake a limited assurance engagement of AB Fagerhult’s
Sustainability Report for the year 2022. AB Fagerhult has defined
the scope of the Sustainability Report on page 93 in this document,
the Statutory Sustainability Report is defined on pages 61-98.

Responsibilities of the Board of Directors and the Executive
Management

The Board of Directors and the Executive Management are
responsible for the preparation of the Sustainability Report
including the Statutory Sustainability Report in accordance with
applicable criteria and the Annual Accounts Act respectively. The
criteria are defined on page 93 in the Sustainability Report and
consist of the accounting and calculation principles that the Com-
pany has developed. This responsibility also includes the internal
control relevant to the preparation of a Sustainability Report that is
free from material misstatements, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express a conclusion on the Sustainability
Report based on the limited assurance procedures we have
performed and to express an opinion regarding the Statutory
Sustainability Report. Our assignment is limited to the historical
information that is presented and does not cover future-oriented
information.

We conducted our limited assurance engagement in accord-
ance with ISAE 3000 Assurance engagements other than audits
or reviews of financial information (revised). A limited assurance
engagement consists of making inquiries, primarily of persons
responsible for the preparation of the Sustainability Report and
applying analytical and other limited assurance procedures.

Our examination regarding the Statutory Sustainability Report

has been conducted in accordance with FAR’s accounting
standard RevR12 The auditor’s opinion regarding the Statutory
Sustainability Report. A limited assurance engagement and an
examination according to RevR 12 is different and substantially less
in scope than an audit conducted in accordance with International
Standards on Auditing and generally accepted auditing standards
in Sweden.

The firm applies ISQC 1 (International Standard on Quality
Control) and accordingly maintains a comprehensive system of
quality control including documented policies and procedures
regarding compliance with ethical requirements, professional
standards, and applicable legal and regulatory requirements. We
are independent of AB Fagerhultin accordance with professional
ethics for accountants in Sweden and have otherwise fulfilled our
ethical responsibilities in accordance with these requirements.

The limited assurance procedures performed and the examina-
tionaccording to RevR 12 do not enable us to obtain assurance
that we would become aware of all significant matters that might
be identified in an audit. The conclusion based on a limited assur-
ance engagement and an examination according to RevR 12 does
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not provide the same level of assurance as a conclusion based
onanaudit.

Our procedures are based on the criteria defined by the Board
of Directors and Executive Management as described above.
We consider these criteria suitable for the preparation of the
Sustainability Report.

We believe that the evidence obtained is sufficient and
appropriate to provide a basis for our conclusions below.

Conclusions
Based on the limited assurance procedures performed, nothing
has come to our attention that causes us to believe that the
Sustainability Report is not prepared, in all material respects, in
accordance with the criteria defined by the Board of Directors
and Executive Management.

A Statutory Sustainability Report has been prepared.

Stockholm, 17 March 2023
KPMG AB

Mathias Arvidsson
Authorized Public Accountant

Torbjérn Westman
Expert Member of FAR
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The Fagerhult share

AB Fagerhult’s share was listed in May 1997 and is traded on the Mid Cap list of the
Nasdaq, Stockholm. Market capitalisation at year end totalled about SEK 71 billion.

Sales and trading

The share symbolis FAG andits ISIN is SEO010048884. One
trading lot corresponds to one share. In 2022, total turnover for the
share on Nasdagq in Stockholm was 15.4 million shares, at acom-
bined value of MSEK 759. Average share turnover per trading day
amounted to 60,963, representing a value of KSEK 2,999. An
average of approximately 271trades were made per trading day.

Share price trend
On 31December 2022, the closing price for Fagerhult’s share was
SEK 40.45 per share, corresponding to a market capitalisation of
approximately SEK 71billion. The price of the Fagerhult share
declined 34 per centin 2022. Over the same period, the OMX Pl
rose 25 per cent. The highest closing price of SEK 63.70 was
noted on 4 January and the lowest on 29 September at SEK 34.45.
The average share price for the year was SEK 48.

Total shareholder return for the Fagerhult share, defined as the
price trend including reinvestment of the dividend of SEK 1.30, was
negative 32 per cent.

Share capital
Atyear end, AB Fagerhult’'s share capital amounted to MSEK 100.2
(100.2). Divided into 177,192,843 shares with a quotient value of
SEK 0.57 per share. All shares have equal voting rights and an
equal participationin the company’s earnings and capital. At the
Annual General Meeting (AGM) on 26 April 2022, it was resolved
that the company be permitted to buy back its own shares. This
option was not exercisedin 2022.

In connection with the allocation of shares tied to the Group’s
share-savings plan (see Note 2), treasury shares are used. The

number of treasury shares totalled 1,046,064 (1,046,064) after
allocation and the number of shares outstanding was 176,146,779.
The percentage of shares held as treasury shares was 0.6 per
cent. The Board of Directors proposes that the AGM resolve to
grant the Board the continued right to buy back the company’s
shares until the next General Meeting.

Ownership structure

At year end, AB Fagerhult had 8,847 (8,038) shareholders. The
largest single shareholder was Investment AB Latour, in which the

Five-year share price trend
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Douglas family are the main shareholders, with combined holdings
of 47.8 per cent (47.8) of the share capital and votes in the com-
pany, based on the number of total shares. The ten largest share-
holders accounted for 79.6 per cent (80.2) of the share capital and
voting rights of the shares outstanding.

The proportion held by shareholders outside of Sweden was
16.0 per cent (15.3).

Ownership distribution

SEK No. of shares, thousand
250 10,000
B Swedish shareholders, 84%
i 0
200 . 8000 Foreign shareholders, 16%

150

100

50

0

2018 2019 2020 2021 2022

— Fagerhult — OMX Stockholm PI Carnegie Small CSX Sverige
Monthly share turnover, thousand

6,000

4,000

2,000
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Ownership structure (on 31Dec 2022) Share turnover

Shareholder No. of shares Share capital and voting rights, % Year 2018 2019 2020 2021 2022

Investment AB Latour 84,708,480 47.8% Volume of shares traded, million 14.2 256 471 415 15.4

Swedish National Pension Fund 14,384,861 8.1% Value of traded shares, MSEK 1,188.2 1,519.9 19771 2,631.1 758.6

NordeaFunds 7,983,717 4.5% Average volume of shares traded/trading day 56,828 102,712 186,902 164,036 60,963

BNP Paribas SEC Services 7,231,688 41% Average value per trading day, SEK thousand 4,752 6,104 7,845 10,400 2,999

Lannebo Funds 6,485,656 3.7% Turnover rate, % 12.3 14.5 267 236 87

The Svensson, family, foundation and company 4,805,388 2.7% Highest price paid during the year, SEK 111.00 73.76 62.30 86.40 63.70"

ING Luxembourg SA 4,015,000 2.3% Lowest price paid during the year, SEK 67.70 50.60 28.30 44.45 34.452)

Swedbank Funds 3,965,930 2.2% ) Paid 4 Jan 2022

The Palmstierna family 3,890,392 22% # Paid 29 Sep 2022

FMR, Fidelity (US) 2,818,612 1.6%

Other owners with more than 20,000 shares (179 owners) 26,966,767 15.2% Data per share

Other owners with 10,001-20,000 shares (124 owners) 1,737,730 1.0% Year 2018 2019 2020 2021 2022

Other owners with 1,001-10,000 shares (1,875 owners) 5547,452 31% Earnings per share before dilution, SEK 439 3.32 3.21 264 3.27

Other owners with up to 1,000 shares (6,659 owners) 1,605,106 0.9% Dividend per share, SEK 2.00 0.00 050 130 160"

ABFagerhult, treasury shares 1,046,064 0.6% Share price 31Dec, SEK 76.10 59.50 4550 60.90 40.45

Number of shares at year end 177,192,843 100.00% Dividendyield, % 26 0.0 1 21 40
Equity per share, before dilution, SEK 18.60 3123 32.94 35.30 39.07
Cash flow per share, before dilution, SEK2 3.30 6.58 6.46 4.56 2.29

) Proposed dividend
2) Cash flow from operating activities
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Five-year overview

Income items (MSEK)

Key performance indicators and data per share

102

2018" 2019 2020 2021 2022 2018" 2019 2020 2021 2022
Net sales 5,621 7,845 6,816 7,088 8,270 Sales growth, % 87 396 -13.1 4.0 16.7
Costof goods sold -3,474 —4,795 -4,417 -4,468 -5,148 Increase/decrease in operating profit, % 41 12.6 -58.2 125 18.0
Gross profit 2,147 3,050 2,399 2,620 3,122 Increase/decrease in operating profit after
financialitems, % 22 43 -68.9 187.2 271
Selling expenses -1,036 -1,698 -1,536 -1,438 -1,620 Operating margin, % 126 104 49 100 104
Administrative expenses -467 —-631 -614 -621 —747 Profitmargin,% 19 89 35 88 96
Other operatingincome 201 74 178 145 78 Liquid ratio, % 56 64 o8 a1 67
Other operating costs 139 —94 Net debt/EBITDA 20 29 32 23 24
Operating profit 706 795 333 706 833 Equity/assetsratio, % 32 42 47 49 52
Financialincome 10 38 25 12 42 Capital employed, MSEK 5,010 10,372 10,238 10,563 1,144
Financial expenses -49 -137 141 -96 -84 Return on capital employed, % 14.8 10.8 35 6.9 8.1
Profit after net financial items 667 696 217 622 791 Return on equity, % 25.0 135 10.1 78 8.8
) The Group has applied IFRS 16 Leases from 1January 2019. The comparative figures for 2018 have not been adjusted. Net debt, MSEK 2,073 3,737 2,812 2,603 2,97
Netinvestmentsin non-current assets, MSEK 123 243 184 150 180
Balance-sheetitems (MSEK) Depreciation/amortisation of non-current assets,
2018 2019 2020 2021 2022 MSEK 320 479 558 441 e
Intangible assets 3160 6,042 5658 5740 6,075 Number of employees 3,384 4,465 4,419 4,237 4,059
Property, plantand equipment 703 2808 2470 2377 2421 Equity per share, SEK 1860 3123 32.94 3530 39.07
Financial assets 50 205 219 216 206 Earnings per share, SEK 4.39 332 3.21 264 327
Inventories 858 1247 998 1194 1493 Dividend per share, SEK 2.00 - 0.50 1.30 1.602
Trade receivables 995 1427 1122 1196 1603 Cash flow per share, SEK3) 3.30 6.58 6.46 456 229
Other current assets 15 230 171 188 200 Number of shares outstanding, thousand 114,500 176,136 176,147 176,147 176,147
Cashand cash equivalents 808 1133 1624 1742 1202 Average number of shares outstanding, thousand 114,497 153,274 176,142 176,147 176,147
Total assets 6.621 13,092 12.262 12,653 13.332 1) The Group has applied IFRS 16 Leases from 1January 2019. The comparative figures for 2018 have not been adjusted.
4 ? ” ’ ¢ 2) Proposed dividend.
Equity 2129 5,501 5802 6,219 6,882 3) Cash flow from operating activities.
Pension liabilities 93 190 186 173 173
Deferred tax liabilities 335 1017 548 504 548 For more information about the key performance indicators and the definitions applied, please refer to
Other non-current interest-bearing liabilities 2372 4458 4,071 3,601 3791 AB Fagerhult’s website (www.fagerhultgroup.com) under “Investor/Financial data/Financial glossary.”
Other non-current non-interest-bearing liabilities 249 150 The website also includes the definition of any Alternative Performance Measures used whereas this
Currentinterest-bearing liabilities 416 222 179 570 298 report details the financial aspect to these.
Current non-interest-bearing liabilities 1,027 1,554 1,476 1,586 1,640
Total equity and liabilities 6,621 13,092 12,262 12,653 13,332
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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 2022.

Operations
The Fagerhult Group is one of Europe’s leading lighting groups.
We design, develop, manufacture, and market professional lighting
solutions for human environments with a focus on aesthetics,
functionality, flexibility and sustainability. The Group has 11 manu-
facturing facilities in Europe and factories also in China (two),
Australia, Turkey, Thailand and Canada and sales companies
in 27 countries.

AB Fagerhult’'s shares are listed on the Nasdag Stockholm,
Mid Cap list.

Changesin the Group

During 2022 the Fagerhult Group continued the strategic align-
ment process that was launched in 2020 and made good progress
on; the recovery from the Covid pandemic, the Group’s sustain-
ability strategy and also the connectivity strategy. These key activi-
ties are significant organic growth opportunities. Market and sales
collaboration across the Group’s brands further increased, this
being akey reason for the new Group structure and the strategic
alignment process.

The structure, launched in 2020 for Fagerhult Group is based
on four business areas; Collection, Premium, Professional and
Infrastructure. Each of our 12 lighting brands belongs to one of the
business areas and the selection has been done based on product
applications, geographic footprint and partner focus. The con-
nected lighting strategy is driven from a Group perspective using
two brands; Organic Response for indoor and Citygrid for outdoor.

The strategic alignment process and the new business area
structure created a new Fagerhult Group Management Team. The
new management team consists of ten people; CEO, four Head of
Business Areas, and five Group functions.

The Group’s legal structure is regularly reviewed with the objec-
tive of reducing the number of legal entities, reducing complexity
and reducing administration. Sometimes thisis driven from a cus-
tomer/market perspective and sometimes from a simplification of
the legal, administration and tax perspective. During 2022 we car-
ried out the following transactions. The ownership of the legal
entity of Veko Lightsystems International BV. was transferred from
Fagerhults Belysning AB to AB Fagerhult. Also, the UK legal entity
of Designplan International Limited was liquidated and the two
Group subsidiaries in Russia (Fagerhult OOO SPb and iGuzziniillu-
minazione OOO) were inactive at the end of the year. This latter
decision was taken as a result of the invasion of Ukraine and we are
inthe process of liquidating our businesses in Russia.

Sales and earnings

During 2022 the Group delivered record results for net sales and
operating profit, this is despite the supply chain difficulties, which
the Group's businesses managed very well. The improved results
were a combination of higher sales from the very strong order
intake levelsin the later part of 2021and the early part of 2022, a
focus on pricing activities to overcome the supply chain cost pres-
sures and good cost control in many of the Group’s businesses.
The focussed activities delivered net sales of 8,270 (7,088) MSEK,
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an operating profit of 833.3 (706.4) MSEK with an operating
margin of 101 (10.0) per cent.

As mentioned above, the market activity and therefore order
intake was at a high levelin late 2021 and into early 2022. During
the middle part of the year this high level reduced slightly, but then
recovered quite well in the final quarter with a healthy positive
organic order intake.

Net sales increased quarter on quarter culminatinginarecord
highest quarterly net sales for the Group in the final quarter of the
year. This was made possible by strong order intake, a healthy
order backlog and easing supply chain difficulties. Sales growth
was delivered in all of the four business areas and in all of the
Group’s main geographical markets. Operating profits increased
significantly in the Collection, Premium and Infrastructure business
areas whereas in Professional we saw a decline.

For 2023 and beyond we expect the growth of the Group to
continue. The global mega-trends remain strong and in favour and
the Group's work during 2021and 2022 in the brand companies,
the business areas and on strategy development for sustainability,
connectivity and human resources have all created a solid platform
from which to grow further. The identified growth opportunities,
including; the low level of the LED installed base (30-40 per cent),
the up to 90 per cent energy savings from smart lighting solutions
and the urgency in the refurbishment segment as the older tech-
nology fluorescent lamps are withdrawn from the market will all
support the growth aspirations.
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The Group’s order intake of 8,243 (7,674) MSEK shows an
overall 7.4 (9.6) per cent increase and on acomparable basis an
increase of 2.4 (13.0) per cent when adjusted for currency effects
+388 MSEK. The Group’s order intake hasincreased by more than
1.2 BSEK since the Covid pandemic affected year (2020) and has
now fully recovered to above pre-Covid levels. The rolling 12
monthly order intake has been growing all year and has been
ahead of 8 BSEK since the first quarter.

The Group’s net sales of 8,270 (7,088) MSEK show a 16.7 per
centincrease and on acomparable basis anincrease of 11.0 per
cent when adjusted for currency effects of +405 MSEK. The order
backlog at the end of the year is 1,950 (1,890) MSEK.

The Group’s operating profit of 833.3 (706.4) MSEK delivers an
operating margin of 101 (10.0) per cent.

Operating cash flow was 402.7 (802.5) MSEK and financial
items of —-42.3 (-84.1) MSEK include 19.9 MSEK for IFRS16,a11.8
MSEK increasein netinterest costs and a15.5 MSEK decreasein
FXlosses. The tax expense was 214.6 (152.7) MSEK whichis an
effective tax rate of 271(24.5) per cent.

Earnings per share, based on the earnings attributable to the
shareholders of the parent company for 2022 was SEK 3.27
(2.64). For 2022 the average number of shares outstanding was
1761 (1761)m and the number of shares at the year-end was 1761
(1761)m.

Operating profit, MSEK

795 833
706 706

333

2018 2019 2020 2021 2022

Operatingmargin, %

126

101 10.0 101

49

2018 2019 2020 2021 2022

Earnings per share, SEK

4.39

332 3o 327
264

2018 2019 2020 2021 2022
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Net Sales, MSEK

7,845 8270

6816 088

5,621

2018 2019 2020 2021 2022

Equity/Assetsratio, %

47 49 >

42

32

2018 2019 2020 2021 2022

Operating cash flow per share, SEK

658 646

4.56

3.30

229

2018 2019 2020 2021 2022
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Business areas

Fagerhult hasin 2020 replaced the former geographical business
area structure with the new structure for four business areas;
Collection, Premium, Professional and Infrastructure. Each of the
12 lighting brands belongs to one of the business areas and the
selection was done based on product applications, geographic
footprint, partner focus and go-to-market approach.

Operations remain divided into the four business areas. In
accordance with IFRS 8, the external reporting has been adapted
so that segment reporting reflects the Group’s operative leader-
ship structure.

Collection - Exceptional lighting solutions for architectural
applications worldwide.
Collectionis home to our brands with a global market footprint.
All have aninternational product portfolio and are well-renowned
inthe lighting designer and architect communities globally. They
offer awide product range with a focus onindoor and outdoor
architectural applications. Brands included are; ateljé Lyktan,
iGuzzini, LED Linear and WE-EF with product development and
manufacturing facilities in Sweden, Italy, Canada, China, Germany
and Thailand. The business areaincludes all sales companies for
iGuzzini, LED Linear and WE-EF and also includes the Seneco
business which was acquiredin 2021.

Net salesin 2022 were 3,854 (3,162) MSEK, anincrease of 21.9
per cent. The operating profit for the period was 352.6 (241.5)
MSEK and the operating margin 91(7.6) per cent.

Premium - Lighting solutions for European markets and for global
customers.
Premium focuses on the European market and European-based
global customers. Our Premium brands work closely with speci-
fiers and partners to deliver premium projects, often with bespoke
solutions for the customer. The majority of sales are related to
indoor applications, there is also an outdoor offering for specific
markets. Brands included are; Fagerhult and LTS with product
development and manufacturing facilities in Sweden, Germany
and China. The business area includes all Fagerhult sales com-
panies and the Organic Response Technologies business.

Net salesin 2022 were 2,814 (2,531) MSEK, an increase of 11.2
per cent. The operating profit for the period was 397.9 (352.4)
MSEK and the operating margin 14.1 (13.9) per cent.

Professional - Lighting solutions for selected applications, tailored
to local market demands.
Professional focuses mainly onindoor applications for local and
neighbouring markets. The brands work closely together with local
partners on project specifications to deliver fulland complete solu-
tions. Local production and product development allows for tai-
lored solutions with bespoke products delivered within short lead
times. Brandsincluded are; Arlight, Eagle and Whitecroft, with
product development and manufacturing facilities in Turkey,
Australiaand the UK. The sales company in New Zealand is con-
solidated in this business area.

Net salesin 2022 were 1,019 (997) MSEK, anincrease of 2.2 per
cent. The operating profit for the period was 43.8 (83.8) MSEK and
the operating margin 4.3 (8.4) per cent.

Infrastructure - Specialty lighting solutions for critical infrastructure
and industry applications.
Infrastructure provides lighting solutions for environments with
specific requirements for installation, durability and robustness.
The companies are world-leading in their areas and highly experi-
enced in finding the best solutions for every project and customer.
The majority of sales are within Europe with some global installa-
tions. Brands included are; Designplan, i-Valo and Veko, with
product development and manufacturing facilities in the UK,
Finland and the Netherlands.

Net salesin 2022 were 909 (731) MSEK, an increase of 24.3 per
cent. The operating profit for the period was 113.6 (88.4) MSEK and
the operating margin 12.5 (12.1) per cent.

Financial position

The Group’s equity/assets ratio at the end of the year was 51.6
(491) per cent. Cash and bank balances at year end amounted to
MSEK 1,292 (1,742) and consolidated equity totaled MSEK 6,882
(6,219). Net debt amounted to MSEK 2,971 (2,603) where MSEK
740 (752) is due to the adoption of IFRS16 in 2019. Cash flow from
operating activities for the year totaled MSEK 403 (803). Pledged
assets and contingent liabilities were MSEK 181 (16.1) and MSEK
231(17.5), respectively.
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Employees

In 2022, the average number of employees decreased by 178 to
4,059 (4,237). At the end of 2022 the number of employees was
4,059, (4,237), an decrease of 178 which is 4 per cent. The number
of employees in the Group’s foreign companies amounted to 3,373
(3,484), which corresponded to 83 (82) per cent of the total
number of employees. The proportion of women during the year
amounted to 33 (35) per cent of all employees.

To further strengthen the Group’s knowledge capital, the estab-
lished goals for individual and organisation development continue
toincrease, so too has the investment in developing talented indi-
viduals, both new and existing employees and a new biannual
talent review process took place during 2021 which identified good
potential in many areas and businesses, this will be repeated in
2023. Establishing, communicating and aligning of the Group’s
core values continues and during 2023 a leadership guideline
principles programme will be launched.

The company’s health care initiatives have focused on preventa-
tive measures and healthy living to reduce absence due to iliness.
For information on salaries and remuneration; refer to Note 2.

Guidelines for remuneration to senior management

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

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

Fixed annual basic salaries for staff and senior management are
reviewed simultaneously, thereby ensuring consistency of levels of

ANNUAL AND SUSTAINABILITY REPORT 2022



Our numbers
The Fagerhult share
Five-year overview

m Administration report
Corporate governance report
Board of Directors
Group Management Team
Annual accounts
Accounting policies
Notes
Signatures
Audit report

Fagerhult Group

increase. Often, there are many members of staff who are offered
an annual bonus scheme, which again is tied to similar perfor-
mance criteria to those of senior management. The establishment
and development of the executive remuneration policy is made by
acombination of the board and the remuneration committee,
sometimes with input from the market outside.

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

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

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

Investments
The Group’s gross investments in property, plant and equipment
amounted to MSEK 144.4 (116.9), and primarily pertained to
machinery and equipment.

Investments in subsidiaries amounted to SEK 0 million (254) and
this sumincludes the acquisition of non-controlling interest.

At the year end, constructionin progress of tangible assets
amounted to MSEK 39.3 (32.9).

Grossinvestments in intangible assets amounted to MSEK 35.2
(32.6), excluding acquisitions of subsidiaries.

Depreciation and amortisation for the year amounted to MSEK
4235 (440.9), of which property, plant and equipment accounted
for MSEK 205.6 (207.6).

Product & solutions development

Continuous product and solutions development is undertaken
within the Fagerhult Group across each of the 12 lighting brands
and 2 connectivity brands. The aimis to improve existing products,
as well as the core focus of developing new products. A basic prin-
cipleis that development efforts should be carried out close to the
markets and in collaboration with customers and end users. From
aninternational perspective, Fagerhult holds a prominent position
within the lighting design and technology field. Collaboration with
the leading manufacturers of controls technologies, light sources
and components is essential.

Fagerhult Group’s two main technical laboratories and engi-
neering centres in Sweden and the laboratory in Italy, are two of
Europe’s best equipped facilities, where we can test the safety and
performance of and approve our own products to international
standards. Other developing technical facilities exist also in Sutton
and Manchester in the UK and at Bispingen in Germany.

A vitality index measures the share of net sales from products
which are under 3 years old.

Development costs of MSEK 16.4 (25.2) were capitalised in the

balance sheet for the year. Other costs are expensed as they arise.

For additional information; see Notes 11and 29.

Sustainability report in accordance with the Swedish Annual
Accounts Act

In accordance with Chapter 6, Section 11 of the Swedish Annual
Accounts Act, AB Fagerhult has chosen to combine its sustain-
ability report with its annual report. Refer to pages 110137 of this
document.

Share buybacks, new issues and treasury shares
The AGM on 26 April 2022 authorised the Board to buy back
the company’s own shares. No shares were bought back during
theyear.

The number of treasury shares totaled 1,046,064 (1,046,064)
and the number of shares outstanding was 177,192,843
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(177192,843). The per centage of shares held as treasury shares
was 0.6 (0.6) per cent.

The Board of Directors proposes that the AGM resolve to grant
the Board continued authorisation, until the next AGM, to buy back
the company’s own shares. As treasury shares are not entitled to
dividends, they are excluded from the total number of sharesin the
proposed appropriation of profits stated below.

Risks
Areview of risks, including the manner in which these are
managed, is found in Note 37.

The Fagerhult share

There are no limitations on the transferability of shares (pre-emp-
tion clause). Nor are there any limitations as to the number of votes
which each shareholder can exercise at general meetings. The
company is not aware of any agreements between shareholders
which could involve limitations on the right to transfer shares.

Appointment and removal of Board members
There are no separate provisions in the Articles of Association
regarding the appointment or removal of Board members.

Parent Company

AB Fagerhult’'s operations comprise Group Management,
financing and the coordination of strategy, business, HR, connec-
tivity and sustainability. The company’s net sales amounted to
MSEK 38.8 (28.7) for the period. The profit after financial items was
MSEK 1,028.4 (113.0). The average number of employees during
the period was 16 (14).

Outlook for 2023

The Group developed well during 2022, not only on the financial
side with record results, but also the progress on key strategic
areas was significant. On sustainability we determined the Group’s
carbon footprint baseline for all operations and for scope 1,2and 3
and this was the basis for signing up to the Science Based Targets
initiative and setting our long-term targets. On connectivity, the
appointment of the CTO is a critical part of the eco-system for our
strategy in this topic. There will be good progress on the share of
net sales from smart lighting with connectivity-solutions during the
coming years.
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For some our Group’s markets we see activity levels affected by
the shorter term economic pressures (geopolitical, war in Ukraine
and inflation) and in some other markets we see growing activity
levels. Overall the mix is positive as the mega-trends remainin
favour. The Group is well positioned for when all markets return
to amore stable state and we are prepared for uncertain times.

Lookinginternally, allindicators are positive. We have an
improved and improving business and a healthy order backlog at
more normal levels. The strategic focus is clear and we continue to
work well on the many opportunities. The Group is well positioned
for these opportunities and targets to increase its market share.

Proposed appropriation of profits
The following profits are at the disposal of the AGM:

Profit brought forward 3,666.0 Mkr
Net profit for the year 1,140.7 Mkr
Profit carried forward 4,806.7 Mkr

The total number of dividend-bearing shares on 16 March 2023
amounted to 176,146,779. The Board of Directors proposes that the
profit be appropriated as follows:

To be distributed as dividends to shareholders:

SEK1.60per share 281.8 Mkr
Tobe carried forward 4.524.9 Mkr
Total 4,806.7 Mkr

Board of Directors’ statement regarding the proposed dividend
Itis the opinion of the Board of Directors that the proposed divi-
dend will not prevent the company or the group from fulfilling its
short or long-term obligations, nor will it prevent the company or
the group from making the necessary investments. Accordingly,
the proposed dividend can be justified pursuant to the provisions
of the Swedish Companies Act, Chapter 17, Section 3, paragraphs
2-3.

Considering that the operations of the company and the group
continue to be profitable, the equity/assets ratio is at a satisfactory
level. It is the company’s and the Group’s assessment that liquidity
can be maintained at a similarly satisfactory level.
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Corporate governance report

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

and permeates the entire organisation. The objective
of corporate governanceis to ensure that thisis con-
ductedin aclear, effective, reliable and business
oriented manner.

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

Shareholders

Auditors Sm— Annual General Meeting

Audit Commitee Board of Directors

Managing Director and CEO

Group Management

Local boards for the
respective subsidiaries

Subsidiaries (total 59)

Key external regulations Key internal regulations
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l

Nomination Commitee

Remuneration Committee

» Swedish Companies Act « Articles of Association

» Nasdag Stockholms Issuer Rules » Formal plan for the Board of Directors and terms of reference for
» Swedish Corporate Governance Code 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, Financial Policy Guidelines and Internal Control

Document)
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Shareholders and general meetings of shareholders

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

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

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

Largest shareholders as per 31 August 2022

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

2022 Annual General Meeting

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

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

voting population being 69.4 (72.8) per cent of the total amount of

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

Fagerhult’s website.

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

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

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

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

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

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

Share capital and

Member of the Nomination

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

Investment AB Latour 84,708,480 478 Jan Svensson (not entitled to vote) Chairman of the Fagerhult Board n/a 2008

Swedish National Pension Funds 14,384,861 81 JohanHjertonsson—Chairman Investment AB Latour 47,8 2019

NordeaFunds 7,983,717 45 Jan Sarlvik Fjarde AP-Fonden 8.1 2020

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

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

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

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

Number of Independentin  Independentinrelation Number of meetings

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

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

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

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

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

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

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

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

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

) Sum total of directly and indirectly held shares and shares representing other owners.
2) These feesinclude board fees as well as audit or remuneration sub-committee fees.
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« The AGM resolved that the company’s auditor’s fees will be paid
based on current account.

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

- Jan Svensson was re-elected as Chair of the Board of Directors
and Eric Douglas was re-elected as Vice Chair of the Board of
Directors.

« The principles for the composition of the Nomination Com-
mittee were adopted.

< Theprinciples for remuneration to senior management were
adopted.

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

« The AGM resolved to approve a performance-based share-
savings plan.

« The AGMresolved to authorize the Board of Directors to
acquire own shares to the extent the company holds total
shares amounts to a maximum of one tenth of all sharesin the
company.

Nomination Committee

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

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

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

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

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

External auditors

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

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

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

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

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

Board members

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

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

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

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

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

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

Board of Directors’independence

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

The work of the Board in 2022

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

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

< Long-term operational goals

« The strategic focus of the operations

< Business plans, financial plans and forecasts

* Majorinvestments and divestments

< Decisions onlong-term financing

« Policies andinstructions

» Review of the Group's risk management

« Interimreports and annual accounts

« Reports by the Board’s committees

» Review of the Group’s CSR position and developments

« Follow-up of the external audit

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

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

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

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

The Audit Committee

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

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

The Remuneration Committee

The work of the Remuneration Committee is, on behalf of the
Board, to prepare and negotiate issues concerning the salary and
other remuneration to the CEQ, and to approve the CEO’s pro-
posals for salaries and remuneration for the other members of
senior management.
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Its duties also include examining the fees to Board membersin
the event that they are engaged as consultants by the company’s
management. The Committee also addresses any Group-wide
bonus system and option programmes. Decisions concerning
remuneration for the CEO are determined by the Board.

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

CEO and Group Management

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

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

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

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

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

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

Management of subsidiaries

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

is governed. These meetings are held twice per year.

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

Code of conduct

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

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

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

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

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

Remuneration to the Management and Board

Remuneration to senior management

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

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

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

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

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

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

Remuneration to the Board

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

Internal control of financial reporting

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

Control environment

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

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

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

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

Financial reporting to the Board

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

Risk assessment
Regarding financial risk assessment, the risks are assessed as
mainly relating to the potential for material misstatementin the
reporting of the company’s financial position and performance. To
minimise these risks, governing documents have been established
for accounting, for procedures for annual reporting and for follow-
up of reported annual accounts. Fagerhult’s Board regularly
assesses reporting from arisk perspective. As a support for these
assessments, profit/loss items and balance-sheet items are com-
pared with previous reports as well as budgets and forecasts.
Therisksidentified in the financial reporting are managed
through the Group’s control structure. In addition to assessing the
risks in the financial reporting, the Board and management work
continuously to identify and manage significant risks affecting
Fagerhult’'s business from an operational and financial perspective.
During 2022 each brand company performed their own internal
risk assessment and this will be repeated during 2023. Read more
about risks on pages 151-154.

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

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

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

Fagerhult continuously provides information about the Group’s

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

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

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

Internal information and communication is about creating
awareness among the Group’'s employees about external and
internal governing instruments, including authorities and
responsibilities.

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

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

Evaluation of the need for a separate audit function

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

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

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

Activitiesin2022

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

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

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

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

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

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

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

Born: 1956

Mechanical Engineer and M.
Sc.in Business Administration.
Chairman of Billerud AB,
Securitas AB and Nobia AB.
Board Member of Herenco
Holding AB.

Board Member of Fagerhult
since 2007.

Sharesin AB Fagerhult:
60,000

Eric Douglas Annica Bresky

Vice Chairman

Born:1968 Born:1975

Certified Economist at high M.Sc. Engineering
schoollevel and 3 years of President and CEO Stora
studies at Lund University Enso.

within “Economics for Board Member of Fagerhult
Entrepreneurs.” since 2019.

Self-employed since 1992. Sharesin AB Fagerhult: 4,480
Chairman of the Board of Pod
Investment AB and Spar-
bossan Fastigheter AB.

Board Member of, amongst
others, Investment AB Latour.
Board Member of Fagerhult
since 1993.

Sharesin AB Fagerhult:
1,000,000 directly held shares
and 84,708,480 shares held
through Investment AB Latour

Teresa Enander

Born:1979

M.Sc. Engineering

COO of Formica Capital AB.
Board Member of Fagerhult
since 2019.

Sharesin AB Fagerhult: 6,200

Magnus Meyer

Born:1967

M.Sc.and Licin Engineering
and Information Technology
Board member of HIQ
International AB, Kinnarps AB,
Slatto Forvaltning AB, Coor
Service Management AB,
Vasakronan AB, Infranord AB,
MW Group AB and Belatchew
Arkitekter AB.

Board Member of Fagerhult
since 2022.

Sharesin AB Fagerhult: 6,000

Cecilia Fasth

Born:1973

M.Sc. Engineering

CEO of Stena Fastigheter AB.
Board Member of Fagerhult
since 2014.

Sharesin AB Fagerhult: 13,755
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Board of Directors

Magnus Nell

Born: 1964
Employee Representative
Sharesin AB Fagerhult: 0

Lars-Ake Johansson

Born: 1961
Employee Representative
Sharesin AB Fagerhult: 3,000

Patrik Palm

Born:1984

Deputy Employee
Representative
Sharesin AB Fagerhult: O

Billy Kiander

Born:1984

Deputy Employee
Representative
Sharesin AB Fagerhult: 0
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Michael Briier Johan Lembre Andrea Gageik Michael Wood Bodil Sonesson Mario Dreismann CatharinaFlink Frank Augustsson Anders Fransson
(until 31 Dec 2022)
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Michael Briier

Chief Strategy and Communication Officer

Born: 1983

M.Sc. Engineering and M.Sc. Business
Administration

Employed since: 2017

Sharesin Fagerhult: 8,742

Johan Lembre
Chief Technology Officer

Born: 1966

M.Sc. Industrialand Management
Engineering

Employed since: 2022
SharesinFagerhult: 0

Andrea Gageik
Chief People Officer

Born:1972

Master of Arts M. A. Business Coaching
and Change Management

Certified in systemic organisational
development and mediation

Employed since: 2021

Sharesin Fagerhult: 1,836

Group Management Team

Michael Wood
Chief Financial Officer

Born:1964

Chartered Accountant ACMA
Employed since: 2005
Sharesin Fagerhult: 24,372

Bodil Sonesson
Presidentand CEO

Born: 1968

M.Sc.in Business Administration, MBA.

Employed since: 2018
Sharesin Fagerhult: 31,356

Mario Dreismann
Head of Business Area Collection

Born:1976

M.Sc. in Business Administration
Employed since: 2020

Sharesin Fagerhult: 14,426
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Catharina Flink

Catharina Flink has left the Group, but
was part of the Group Management
Team until 31 Dec 2022.

Frank Augustsson
Head of Business Area Premium

Born:1965

Technical College Graduate
Employed since: 1986-2001,2004
Sharesin Fagerhult: 31,372

Anders Fransson
Chief Sustainability Officer

Born: 1969

M.Sc. Engineering
Employed since: 2005
Sharesin Fagerhult: 25,602
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The Group delivered its best year everin 2022. The order intake of SEK 8,243 million
was anew record —and the first time we achieved over SEK 8 billion. New records
were also set in net sales, with SEK 8,270 million and organic growth of 11 per cent.
We delivered an operating profit 101 per cent despite challenges from cost pressures
our numbare inthe supply chain and inflationary pressures.
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Income statement
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Statement of comprehensive income

MSEK Note 2022 2021 MSEK Note 2022 2021

Netsales 1 8,269.6 7,0875 Net profit for the year 576.4 469.6

Costof goods sold -5,147.2 -4,467.0 ShrerEsTE s e e

Gross profit 31224 26205 Items that will not be reclassified to profitor loss:

Sellingexpenses -1,619.7 -1,437.8 Remeasurements of pension plans, net after tax 21 83 83

Administrative expenses -747.0 -621.2 Items that may be reclassified to profit or loss:

Other operatingincome 33 776 144.9 Translation differences, net after tax 37 3025 158.3

Operating profit 833.3 706.4 Other comprehensive income for the year, net after tax 310.8 166.6

Financialincome 418 1241 Total comprehensiveincome for the year 887.2 636.2

Financial expenses —841 =962 Total comprehensive income for the year attributable to shareholders of the

Totalfinancialitems-net -42.3 -84.1 Parent Company 887.1 630.9

Profit before tax 791.0 622.3 Total comprehensive income for the year attributable to non-controllinginterests 0.1 53
Total 887.2 636.2

Income tax 9,10 -214.6 —152.7

Net profit for the year 576.4 469.6

Net profit for the year attributable to shareholders of the Parent Company 576.3 465.5

Net profit for the year attributable to non-controlling interests 0.1 41

Total 576.4 469.6

Earnings per share, based on earnings attributable to

shareholders of the Parent Company during the year:

Earnings per share before dilution, SEK 3.27 2.64

Earnings per share after dilution, SEK 3.27 2.64

Average number of shares outstanding before dilution, thousand 176,147 176,147

Average number of shares outstanding after dilution, thousand 176,147 176,147

Number of shares outstanding, thousand 176,147 176,147
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Balance Sheet

MSEK Note 2022 2021 MSEK Note 2022 2021
ASSETS EQUITY
Non-current assets Capital and reserves attributable to shareholders of the Parent Company
Intangible assets 1 Share capital 34 100.2 100.2
Our numbers Goodwil 30283 29040 Other contributed capital 31946 31946
The Fagerhult share Brands 2,7675 25505 Reserves 4.3 -298.2
Fiv e-year ov erview Otherintangible assets 279.0 285.6 Retained earningsincl. net profit for the year 3,5683.2 32223
6,074.8 5,740.1 6,882.3 6,218.9
Administrationre port Property, plantand equipment 12 Non-controllinginterests -01 -0.2
Corporate governance report Land and buildings 1,097.8 1,0412 Total equity 6,882.2 6,218.7
Board of Directors Plantandmachinery 8927 8995 LIABILITIES
Group Management Team Equipment, fixtures and fittings 1754 170.6 Non-current liabilities
Right-of-use assets 26 716.0 732.7 BT Towings 17 31965 29884
Annual accounts Constructioninprogress 393 329 Lease liabilities 26 594.4 6127
Accounting policies 24212 R Provisions for pensions and similar commitments 21 173.1 1734
Notes Financielassets Deferredtaxliabilities 10 548.2 5036
; Other shares and participations 13 29 2.7 45122 4,278.1
Signatures Deferredtaxassets 10 2018 198.0 e
Current liabilities
Audit report Other non-currentreceivables 13 21.8 15.5 DaeiiEE 17 1530 4308
2265 216.2 Lease liabilities 26 1452 1390
Total non-current assets 8,722.5 8,333.2 AT e o QU ETEE 515 937
Currentassets Trade payables 747.8 681.6
Inventories 16 Current tax liabilities 583 685
Raw materials and consumables 8201 6414 Other liabilities 22 181.2 164.4
Workin progress 1875 1424 Accrued expenses and deferredincome 18 601.2 5779
Finished productsand goods for resale 464.9 384.9 1,938.2 2,155.9
Goodsintransit 20.0 254 Total liabilities 6,450.4 6,434.0
14925 1194.1 TOTALEQUITY AND LIABILITIES 13,332.6 12,652.7
Currentreceivables
Tradereceivables 6 1,603.5 1,196.1
Currenttax assets 65.4 733
Otherreceivables 625 442
Prepaid expenses and accruedincome 15 945 70.3
1,825.9 1,383.9
Cashand cashequivalents 12917 1,7415
Total current assets 4,610.1 4,319.5
TOTALASSETS 13,332.6 12,652.7

Fagerhult Group
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Changesin equity

Attributable to shareholders of the Parent Company

Retained earnings

Other contributed incl. net profit for Non-controlling Total
MSEK Note Share capital capital Reserves theyear Total interests equity
Equity on1January 2021 100.2 3,194.6 -455.3 2,924.9 5,764.4 38.2 5,802.6
Net profit for the year 465.5 465.5 41 469.6
Netinvestmenthedges 30 1.0 1.0 1.0
Deferredtax onnetinvestment hedges -0.2 -0.2 -0.2
Remeasurements of pension plans 10.5 105 105
Deferred tax onremeasurements of pension plans 22 22 22
Translation differences 156.3 156.3 12 157.5
Total comprehensive income for the year 1571 473.8 630.9 5.3 636.2
Performance-based share-savings plan 2 -28 -28 -28
Dividend, SEK 0.50 per share 36 -88.1 -881 -881
Changeinnon-controllinginterests 31 -85.5 -85.5 -43.7 -129.2
Equity on 31December 2021 100.2 3,194.6 -298.2 3,222.3 6,218.9 -0.2 6,218.7
Net profit for the year 576.3 576.3 0.1 576.4
Netinvestmenthedges 30 50.7 50.7 50.7
Deferred tax on netinvestment hedges -10.4 -104 -104
Remeasurements of pension plans 105 105 105
Deferredtax onremeasurements of pension plans 22 -22 22
Translation differences 262.2 2622 2622
Total comprehensive income for the year 302.5 584.6 887.1 0.1 887.2
Performance-based share-savings plan 2 53 53 518
Dividend, SEK1.30 per share 36 -229.0 -229.0 -229.0
Equity on 31December 2022 100.2 3,194.6 43 3,583.2 6,882.3 -0.1 6,882.2
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Cash-Flow Statement
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MSEK Note 2022 2021 MSEK Note 2022 2021
Operating profit 833.3 706.4 Investing activities
Adjustments for non-cashitems: Investments in subsidiaries, net of acquired cash and cash equivalents 22,31 - -124.4
Depreciation/amortisation 8 27.2 295.0 Investmentsinintangible assets 1 -35.2 -32.6
Depreciation of right-of-use assets 8 152.3 145.9 Investmentsin property, plantand equipment 12 -1444 -116.9
Profit/loss on the sale of shares in subsidiaries 31 - -12 Divestment of subsidiaries 31 - 8.3
Profit/loss on the sale of property, plant and equipment 6.3 49 Changesin constructionin progress 12 -6.3 -7.0
Itemsinequity 53 28 Changesinnon-currentreceivables 13 -6.6 58
Translationdifferences 80.2 -123 Cash flow frominvesting activities -192.5 -266.8
1,348.6 LIS Financing activities
Interestreceived 82 27 Acquisition of non-controllinginterests 31 - -129.2
Interest paid 518 400 Repaymentofloans 17,23 37841 -168.4
Interest paid on lease liabilities -17 -10.9 Borrowings 17,23 164 628
Incometax paid ~207.0 —217.0 Repaymentof lease liabilities 23,26 15233 1472
Cash flow from operating activities before changes in working capital 10863 6763 Dividends paid _229.0 _881
Cash flow fromfinancing activities -743.3 -470.1
Changesin working capital
Srera sl e Ter e 2038 1879 Changein cash and cash equivalents -533.1 65.6
e e e 4439 Z1049 Cashand cash equivalents at beginning of the year 1,7415 1,624.0
e e 641 219.0 Translationdifferencesin cashand cash equivalents 833 519
S B e E s A e L = 402.7 8025 Cash and cash equivalents at end of the year 1,291.7 1,741.5
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Income statement

MSEK Note 2022 2021
Netsales 1 38.8 287
Administrative expenses -83.9 -711
Operating profit -45.1 -424
Financialincome and expenses

Income from sharesin subsidiaries 7 9135 86.7
Interestincome and similar profit/lossitems 207.8 116.6
Interest expenses and similar profit/loss items -47.8 -479
Totalfinancial items 1,073.5 155.4
Profitbefore appropriations and tax 1,028.4 113.0
Group contributions received 174.0 279.0
Taxon profit for the year 9,10 -61.7 -62.9
Net profit for the year 1,140.7 329.1
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Balance Sheet
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MSEK Note 2022 2021 MSEK Note 2022 2021
ASSETS EQUITY
Non-current assets Restricted equity
Financialassets Share capital 34 100.2 100.2
Shares and participationsin subsidiaries 13,14,31 3,824.8 3,209.5 Statutory reserve 159.4 159.4
Receivables from subsidiaries 13 4,188.7 4,086.3 259.6 259.6
Deferredtax assets 10 20 17 Non-restricted equity
Other non-currentreceivables 13 77 6.6 Retained earnings 3,666.0 3,564.1
8,023.2 7,304.1 Net profit for the year 1,140.7 3291
Total non-current assets 8,023.2 7,304.1 4,806.7 3,893.2
Currentassets Total equity 5,066.3 4,152.8
Currentreceivables LIABILITIES
Currenttaxassets - 20 Non-current liabilities
Otherreceivables 15 04 Borrowings 17 3,064.3 2,828.6
Receivables from subsidiaries 489 19.6 Provisions for pensions and similar commitments 21 9.6 83
Prepaid expenses and accruedincome 15 13.2 34 3,073.9 2,836.9
63.6 25.4 Currentliabilities
Cashandbank balances 777.8 1,050.9 Borrowings 17 20.0 3138
Total current assets 8414 1,076.3 Trade payables 19 4.0
TOTALASSETS 8,864.6 8,380.4 Qe e 16 -
Other liabilities 16 1.0
Liabilities to subsidiaries 676.5 1,046.8
Accrued expenses and deferredincome 18 228 251
724.4 1,390.7
Totalliabilities 3,798.3 4,227.6
TOTALEQUITY AND LIABILITIES 8,864.6 8,380.4
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Changesin equity

Cash-Flow Statement
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Retained earnings MSEK Note 2022 2021
MSEK Note Share capital Stra:::r)g et net Fi:::l;;g: ezz:ta; Spe ot -451 424
Equity on1January 2021 100.2 159.4 3,654.1 3,913.7 Adjustments for non-cashitems:
Net profitfor the year 329.1 329.1 ltemsinequity 18 =19
Performance-based share-savings plan 2 -19 -19 Exchange-rate differences 765 883
Dividend, SEK 0.50 per share 36 -88.1 -88.1 33.2 44.0
Equity on 31 December 2021 100.2 159.4 3,893.2 4,152.8 Interestreceived 1227 98.9
Interest paid -47.8 -38.2
Net profit for the year 1,140.7 1,140.7 Income tax paid -583 -68.7
Performance-based share-savings plan 2 18 18 Cash flow from operating activities before changes in working capital
Dividend, SEK1.30 per share 36 2290 2290 49.8 dal
Equity on 31December 2022 100.2 159.4 4,806.7 5,066.3 Changesin working capital
Changesincurrentreceivables -40.2 294
Changesincurrent liabilities -3741 1234
Cash flow from operating activities -364,5 188,8
Investing activities
Investmentsin subsidiaries 31 -615.3 —249.4
Divestment of subsidiaries 31 - 12
Decreaseinnon-currentreceivables 13 169.7 9.3
Group contributions and dividends received 1,087.5 368.0
Cash flow frominvesting activities 631.9 129.1
Financing activities
Repayment of loans 17,23 -335.0 -134.6
Borrowings 17,23 235 35
Dividends paid -229.0 -88.1
Cash flow from financing activities -540.5 -219.2
Changein cash and cash equivalents -273.1 98.7
Cashand cash equivalents at beginning of the year 1,050.9 9522
Cash and cash equivalents at end of the year 777.8 1,050.9
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Fagerhult Group

Accounting policies

The consolidated accounts have been prepared inaccordance with International
Financial Reporting Standards (IFRS), as adopted by the EU, the Swedish Annual
Accounts Act and the Swedish Financial Reporting Board’s recommendation RFR1
Supplementary Accounting Rules for Groups.

The Parent Company applies the same accounting policies as the Group, exceptin the
instances stated below in the section Parent Company’s Accounting Policies. The devia-
tions arising between the Parent Company’s and the Group’s accounting policies result
fromlimitations in the possibility of applying IFRS in the Parent Company primarily due to
the stipulations of the Swedish Annual Accounts Act. The policies applied for the Parent
Company are unchanged compared with the preceding year.

Allamounts are reportedin millions of Swedish kronor (MSEK), unless stated
otherwise. Assets and liabilities are valued at historical cost with the exception of certain
financial assets and liabilities (conditional earnout payments and derivatives) which are
valued at fair value.

Consolidated accounts

Subsidiaries

The consolidated accountsinclude subsidiaries over which the Group exercises control,
whichis whenthe Groupis exposed to or has the right to variable returns fromits
holdingsin the company and can affect returns throughits control.

Companies acquired during the year are fully consolidated from the date on which
controlis transferred to the Group. Companies are de-consolidated from the date that
control ceases.

The Group applies the acquisition method to recognise the Group’s business combi-
nations. The acquisition price paid for a subsidiary is the fair values of the assets trans-
ferred, the liabilities incurred and the shares issued by the Group. The consideration
transferredincludes the fair value of any asset or liability resulting from an earnout
arrangement. Acquisition-related costs are expensed asincurred and are included
under the item Administrative expenses. Identifiable assets acquired and liabilities
assumedin abusiness combination are measured nitially at their fair values at the acqui-
sition date. For each acquisition, the Group determines whether all non-controlling
interestsin the acquired company are recognized at fair value or at the proportionate
share of the acquired company’s net assets. The amount by which the consideration, any
non-controlling interest and fair value at the acquisition dates of previous shareholdings
exceeds the fair value of the Group's share of identifiable net assets acquiredis recorded
asgoodwill. If the consideration transferredis less than the fair value of the acquired sub-
sidiary’s net assets, the difference is recognised directly in profit or loss.

Transactions with non-controllinginterests that do notlead to aloss of control are
recognised as equity transactions, .., as transactions with ownersin their capacity as
owners.

Intra-Group transactions and balance-sheetitems are eliminatedin their entirety.

Translation of foreign currencies

Functional currency and presentation currency

Itemsincluded in the financial statements of each of the Group's entities are measured
using the currency of the primary economic environment in which the entity operates
(the functional currency). The consolidated accounts are presented in SEK, whichis the
Parent Company’s functional and presentation currency.

Transactions and balance-sheetitems

Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the transaction dates or the date on which the items are
remeasured. Foreign exchange-rate differences attributable to operating activities are
recognised in operating profit, while exchange-rate differences attributable to the
Group's financing are recognised under financialincome and expenses. Exceptions to
thisinclude hedging transactions that meet the requirements for the hedge accounting
of netinvestments, for which exchange-rate differences are recognisedin other com-
prehensiveincome.

Subsidiaries

The results and financial position of all subsidiaries that have a functional currency
different from the presentation currency are translated into the Group's presentation
currency as follows:

assets and liabilities for each balance sheet are translated at the rate of exchange on
the closing date;

income and expenses for eachincome statement are translated at the respective
average exchange rate (unless the average exchange rate is not areasonable approx-
imation of the cumulative effect of the rates prevailing on the transaction dates, in
which caseincome and expenses are translated at the transaction-date rates); and
allresulting exchange-rate differences are recognised as a separate component of
other comprehensive income.

Goodwilland 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 rate on the
closingdate.

Income tax

Reportedincome taxincludes tax whichis to be paid or received for the current year and
adjustments pertaining to previous years’ current taxes and changesin deferred tax.

The measurement of allincome tax liabilities and assets is performed at nominal
amounts, applying the tax rates and provisions that have been enacted, or substantially
enacted, and which are expected to apply when the related deferred tax assetis realised
orthe deferred tax liability is settled.
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Inthe case of items recognisedin profit or loss, related tax effects are also recognised
inprofitor loss. The tax effects of items that are recognised in other comprehensive
income or directly in equity are also recognised directly against the same.

Deferred taxis calculated using the balance-sheet method on all temporary differ-
ences arising between the tax bases of assets and liabilities and their carrying amounts.
These temporary differences have primarily arisen through consolidation adjustments
andtransferstotaxallocationreserves.

Deferred tax assets pertaining to future tax deductions are recognised to the extent
thatitis probable that such deductions can be netted against surplusesin future
taxation. Deferred tax liabilities pertaining to temporary differences attributable to
investments in subsidiaries are not recognised in the consolidated accounts as the
Parent Company can, inall cases, control the date for a reversal of the temporary differ-
encesanditis not assessed as probable that a reversal will take place within the fore-
seeablefuture.

Inventories

Inventories are reported using the first-in, first-out method at the lower of costand net
realisable value on the closing date.

The valuation of work in progress and finished products includes design costs, direct
labour costs and other direct costs with areasonable mark-up for indirect costs (based
onnormal production capacity). Thisitem excludes borrowing costs.

Net realisable value is the estimated selling price in the on-going course of business,
less applicable variable selling expenses.

Revenue recognition

Goods
The Group manufactures and sells lighting solutions to the professional lighting market.

Allof the Group’s sales companies deliver to customer projects in the form of deliv-
eries of lighting solutions, i.e., goods/products within the framework of the customer
project. The sales cycle essentially follows the same model regardless of the business
areaand geographical market; the sales company makes an offer with regard tothe
provision of products/lighting solutions, whichis confirmed by the customer in the form
of anorder. Thereafter, the contracted products/lighting solutions are manufactured
and delivered to the customer.

Accordingly, the revenue flow corresponds with the project flow and, as mentioned
above, the flows are essentially compatible within the Group. The Group’s overall project
and revenue streams conformin terms of their nature and their breakdowninto catego-
ries with our four business areas: Collection, Premium, Professional and Infrastructure,
thus providing the necessary information from aninformation and arisk perspective
regarding the application areas (areas of use/environments) of the Group’s product
portfolio.
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Cont. Accounting policies

The performance obligations for operationsin all the Group's business areas are as
follows:
individual lighting fixtures (product sales);
lighting solutions comprising multiple luminaires (product sales);
complete lighting systems including control systems (product sales); and
inexceptional and rare cases, the provision of minor services such as the replacement
of light sources and the installation of individual luminaires.

The timing for revenue recognition from sales of the products/lighting solutionsis when
control of the goods passes to the customer, which takes place when the goods are
delivered tothe customer.

Services comprise aninsignificant part of the Group's revenue and when aserviceiis
included in the transaction price, for practical reasons the revenue is recognised
together with the sale of the products/lighting solution as the entire performance obliga-
tion is completed within a short time frame (within amaximum of five working days).

Volume rebates are often applied to sold products/lighting solutions based on accu-
mulated sales over a twelve-month period. Income from sales of products/lighting
solutionsis recognised based on the price in the agreement, less calculated volume
rebates. Historic datais used to estimate the rebate’s eventual value and incomeis rec-
ognised only to the extent that it is unlikely that a significant reversal will arise. A liability
(whichisincludedinaccrued expenses) is recognised for estimated volume rebates
applied to sales until the closing date. No financing componentis assessed to be
required at the time of sale with a credit period of 30 days, whichisin alignment with
market practice. The Group’s obligation to repair or replace defective products
according tonormal warranty rulesis recognisedin accrued costs.

Areceivable is recognised when the products/lighting solutions have been delivered,
asthatis when payment becomes unconditional (that is, payment requires only the
passage of time).

Other operatingincome

Income from activities outside the Group's primary operations is recognised as Other
operatingincome. Income in the form of state aid for Covid-19isincludedin other
operatingincome andis recognised when there is reasonable assurance that the grants
will be received and the Group willmeet the conditions associated with the aid.

Interestincome
Interestincome is recognised on a time-proportion basis using the effective interest
method.

Dividendincome

Income from dividends is recognised when the right to receive payment has been
determined.

Internal transfer pricing

The pricing of transactions such asintra-Group purchases and sales of goods and
services, uses market terms.

Leases

The Group's leases pertain primarily to factories, offices and vehicles. The terms are
negotiated on anindividual basis and contain a wide range of different terms and condi-
tions. Leases are recognised as aright-of-use asset and a corresponding liability, at the
date at which the leased asset s available for use by the Group. Each lease paymentis
allocated between repayment of the liability and the finance cost. The finance costis
charged to profit or loss over the lease term so as to produce a constant periodic rate of
interest on the remaining balance of the liability for each period.

Theright-of-use assetis depreciated on a straight-line basis over the shorter of the
asset's useful life and the lease term. Leases are typically made for fixed periods of three
totenyears but may have extension or termination options as described below.

Assets and liabilities arising from alease are initially measured on a present value
basis.

Lease liabilities include the net present value of the following lease payments:
- fixedfees;and
« variable lease fees that are based onanindex.

Thelease payments are discounted using the incremental borrowing rate.

Right-of-use assets are measured at cost and comprise the following:

« theinitial valuation of the lease liability; and

» payments made onor prior to the date the leased asset was made available to the
lessee.

Payments associated with short-term leases and leases of low-value assets are rec-
ognised onastraight-line basis as an expensein profit or loss. Short-termleases are
leases with alease term of 12 months or less. Low-value assets comprise IT equipment
and smallitems of office furniture.

Lease extension and termination options

Extension and termination options are included in most of the Group's leases for
factories/production plants and offices. These terms are used to maximise flexibility in
terms of managing contracts. Options to extend or terminate leases are includedin
assets and liabilities, whenitis reasonably certain that they will be exercised.

Borrowing costs

The Group capitalises borrowing costs which are directly attributable to the purchase,
construction or production of an asset,and where a considerable amount of time is
required to prepare the asset for use or sale, as a portion of the asset’s cost. Other
borrowing costs are recognised as expensesin the period in which they arise. No
borrowing costs have been capitalised for the reporting periods presented.
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Cash-flow statement and cash and cash equivalents

The cash-flow statement has been prepared using the indirect method. The recognised
cash flow includes only those transactions that have resulted inreceipts or payments.
Cashand cash equivalentsinclude cash and bank balances as well as short-term
financialinvestments with maturities of less than three months. In both 2022 and 2021,
cashand cash equivalents were comprised solely of cash and bank balances.

Property, plant and equipment

Land and buildings comprise, primarily, factories and offices. All property, plantand
equipment (PPEs) are measured at cost less depreciation and impairment.

Costincludes expenditure that s directly attributable to the acquisition of the items.
Subsequent expenses are includedin the asset’s carrying amount, or recognised as a
separate asset, as appropriate, only whenit is likely that future economic benefits asso-
ciated with the asset will accrue to the Group,and when the asset’s cost can be
measured reliably. All other repairs and maintenance are recognised as expensesin
profit or loss during the period in which they arise.

Nodepreciationis reported for land. Depreciation on other assetsis calculated using
the straight-line method to allocate their cost down to their residual values over their
estimated usefullives, as follows:

Buildings 25-33years
Permanent equipment, service facilities, etc.inbuildings ~ 10-20years
Landimprovements 20years
Machinery and equipment 5-10years
VehiclesandIT systems Syears
Computersandtools 3years

The assets' residual values and useful lives are reviewed and adjusted, if appropriate, at
eachclosing date. Anasset’s carryingamount isimmediately written down toits recover-
able amount if the asset's carryingamount exceedsiits estimated recoverable amount.

Intangible assets

Goodwill

Goodwill consists of the amount by which the consideration, any non-controlling interest
and fair value at the acquisition dates of previous shareholdings exceeds the fair value of
the Group's share of identifiable net assets acquired. Goodwill on the acquisition of sub-
sidiaries is recognised as anintangible asset. Goodwillis tested annually toidentify any
need forimpairment andis recognised at cost less accumulated impairment. The gain or
loss on the sale of an entity includes the remaining carrying amount for goodwill per-
taining to the entity sold.

Gooduwillis allocated to cash-generating units (CGUs), when testing for any impair-
ment requirement. This allocation is made to the CGUs which are expected to benefit
from the business combination which has givenrise to the goodwillitem. The Fagerhult
Group allocates goodwill to all operating segments.

FAGERHULT GROUP ANNUAL REPORT 2022



Our numbers
The Fagerhult share
Five-year overview
Administration report
Corporate governance report
Board of Directors
Group Management Team
Annual accounts

m Accounting policies
Notes
Signatures
Audit report

Fagerhult Group

Cont. Accounting policies

Brands

Thisitem mainly includes assets in the form of brands, which have arisenin conjunction
with the acquisition of subsidiaries and which are recognised at fair value on the acquisi-
tiondate. Brands acquired as a part of abusiness combination are assessed as having
indefinite useful lives since the Group has made the judgement that these will drive sales
for anindeterminate future and are annually tested forimpairment as described above
for goodwill. Brands that have been acquired separately have afinite useful life and are
initially recognised at cost, less accumulated amortisation and impairmentin sub-
sequent periods. Amortisation is applied on a straight-line basis over the estimated
useful life of 20 years.

Otherintangible assets

Theitem Other intangible assetsincludes Capitalised expenditure for product develop-
ment, whichis internally generated, Technology identified in conjunction with a business
combinationand IT systems.

Capitalised development expenditure
The Groupincurs no expenses for research. Expenses arising from development
projects (attributable to the development of new luminaires) are reportedin the Group as
intangible assets whenitis likely that the project will be successful, in terms of its com-
mercial and technical possibilities,and when the expenses can be reliably measured.
Other development expenses are expensed as they arise. Development expenses pre-
viously recognised as an expense are not capitalised as assets in subsequent periods.
Capitalised development expenditure with alimited useful life isamortised ona
straight-line basis from the point in time at which commercial production can be initiated.
Amortisationis reported during the asset’s expected usefullife, whichis usually three to
five years. Amortisationisincluded in profit or loss under the item Cost of goods sold.

Acquired technology

Technology identified in conjunction with a business combinationis recognised at fair
value on the acquisition date. Technology has a finite useful life and is recognised at cost
less accumulated amortisation and impairment. Amortisation is performed over the
expected useful life, whichis usually five to seven years.

IT systems

IT systems mainly pertain to acquired systems and external costs arising on the adapta-
tion of systemsin line with the Group’s operations and needs. All assets are measured at
costless amortisation and impairment.

Costincludes expenditure thatis directly attributable to the acquisition of the items.
Subsequent expenses are includedin the asset’s carryingamount, or recognised as a
separate asset, as appropriate, only whenitis likely that future economic benefits asso-
ciated with the asset will accrue to the Group,and when the asset’s cost can be
measured reliably. All other forms of maintenance are recognised as expenses in profit
orloss during the periodin which they arise.

Straight-line amortisation is applied over the estimated useful life of three to five years.

Impairment of non-financial assets

Assets which have anindefinite useful life (goodwill and brand) or intangible assets that
are notyetready for use (capitalised development expenditure) are not subject to amor-
tisation and, instead, are tested for annually or when necessary for any need forimpair-
ment. Assets that are subject to amortisation are reviewed forimpairment whenever
events or changesin circumstances indicate that the carryingamount may not be recov-
erable.Inthose cases, in which the carrying amount exceeds the estimated recoverable
amount, the carrying amountisimmediately impaired down to the recoverable amount.
Therecoverable amountis the greater of an asset’s fair value, less selling expenses and
the asset’s valuein use. For the purposes of assessing any need forimpairment, assets
are grouped at the lowest levels for which there are essentially separate, identifiable
cashflows (CGUSs).

Financial Instruments

Financialinstruments reported in the balance sheetinclude other shares and participa-
tions, other non-current receivables, operating receivables, cash and cash equivalents,
borrowings, other non-current liabilities (pertaining to conditional earnout payments)
and operating liabilities. Derivative instruments included in the items operating receiv-
ables and operating liabilities.

Financial assets

The Group classifiesits financial assets in the following categories: Financial assets rec-
ognised at FVTPL (encompasses the items other shares and participations, and deriva-
tive instruments with positive fair value recognised in the item other current receivables)
and Financial assets recognised at amortised cost (encompasses the items other
non-current receivables, trade receivables, and parts of current receivables and cash
and cash equivalents).

The classification of investmentsiin liability instruments is based on the Group's
business model for managing financial assets and the contractual conditions for the
assets’ cash flows. All of the Group’s financial assets that comprise debt instruments are
classifiedin the category Financial assets atamortised cost. Theseinclude assets held
inorder to collect contractual cash flows and where these cash flows consist solely of
principal andinterest whichis recognised at amortised cost. Interestincome from these
financial assetsis recognised as financialincome on the basis of the effective interest
method. Profits and losses that arise upon derecognition from the balance sheet are
recognised directly in profit or loss.

Purchases and sales of financial assets are recognised on the trade date, the date on
which the Group commits itself to purchase or sellthe asset. Financial assets are
derecognised from the balance sheet when the rights to receive cash flows fromthe
instruments have expired or been transferred, and the Group has substantially trans-
ferred all of the risks and rewards associated with ownership.

Financial assets initially valued at fair value, plus transaction costs directly pertaining
tothe purchase when the asset is not recognised at fair value in profit or loss. Transaction
costs pertaining to financial assets recognised at FVTPL are expensed directly in profit
orloss. The Group measures all equity instruments at fair value in profit or loss. Changes
inthe fair value of financial assets recognised at FV TPL are recognised in profit or loss.
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Inaccordance with IFRS 9, the Group applies a modified approach forimpairment
testing of trade receivables. The modification results in the loss allowance for ECLs
being calculated based on the risk of loss for the entire term of the receivable andis rec-
ognised when the receivable is first recognised. To measure the ECLs, trade receivables
have been collectively based on past-due days. The Group uses prospective variables to
calculate ECLs. ECLs are recognisedin the Group'sincome statement under the item
selling expenses.

Financial liabilities

The Group classifiesits financial liabilities in the categories Financial liabilities measured
at fair value through profit or loss (consists of conditional earnout payments recognised
under the items Non-current and Current liabilities and derivative instruments with
negative fair values recognised under the item Other current liabilities) and Other
financial liabilities (encompassing the items current and non-current borrowings, trade
payables and parts of the item Other current liabilities).

Financial liabilities measured at FVTPL are initially measured at fair value, while appli-
cable transaction costs are recognised in profit or loss. Other financial liabilities are
initially measured at fair value, net after transaction costs, and thereafter, at amortised
costusing the effective interest method. Derivative instruments are recognised on the
trade date and are not used for hedge accounting. Changesin fair value are, therefore,
recognised immediately in profit or loss under Operating profit. The changein fair value
for conditional earnout payments are recognised under the item Other operating
incomein profit orloss.

Financial liabilities are removed from the balance sheet when obligations have been
regulated or annulled, or have otherwise expired. The difference between the carrying
amount for afinancialliability (or part of a financial liability) that has been extinguished or
transferred to another party and the payment made, including transferred assets that are
not cash or assumed liabilities, is recognisedin profit or loss.

Netinvestment hedges

The Group applies netinvestment hedges in foreign operations, which are recognised
according to the following: Any gain or loss on the hedging instrument relating to the
effective portion of the hedge is recognised in other comprehensive income andis accu-
mulatedin reservesin equity. The gain or loss relating to the ineffective portionis rec-
ogniseddirectly in profit or loss. Gains and losses accumulatedin the item reservesin
equity are reclassified to the income statement when the foreign operationis partially
disposed of or sold. As ahedging instrument for netinvestments, the Group designates
borrowingsin the same currency as the netinvestment.

Equity

Transaction costs which are directly applicable to the issue of new shares or options
pertaining to treasury shares are reported, net after tax, in equity, with a deduction for the
proceeds of theissue. Inthe case of arepurchase of shares, retained earnings are
reduced by the amount paid for the shares. When treasury shares are sold, retained
earningsincrease by the amountreceived.
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Cont. Accounting policies

Borrowings

Borrowings (encompassing the items non-current and current borrowings in the
balance sheet) are initially recognised at fair value, net after transaction costs. Borrow-
ings are recognised thereafter at amortised cost and any difference between the
amount received (net after transaction costs) and the repayment amount is recognised
inprofit or loss over the duration of the term, using the effective interest method.

Borrowings are classified as current liabilities if the Group does not have an uncondi-
tionalright to defer payment of the liability for at least twelve months after the end of the
reporting period.

Employee benefits

Within the Group, there are both defined-contribution plans and defined-benefit plans.
Adefined-benefit planis a pension plan stipulating adetermined amount of pension
benefit which the employee receives after retirement, usually based on several factors,
suchas age, length of service or salary. A defined-contribution planis a pension plan
according to which the Group pays a fixed amount to a separate legal entity and,
therewith, has no obligation to pay additional premiums. Costs for employees’ service
during current or previous periods impact the Group's earnings.

Indefined-benefit plans, benefits to employees and former employees are based on
the employee’s salary at the retirement date and on the number of years of service. The
Groupis liable for payment of the benefits.

The liability recognised in the balance sheet pertaining to defined-benefit plansis the
present value of the defined-benefit commitments at the closing date andis adjusted for
unrecognised actuarial gains/losses for service during previous periods. The
defined-benefit commitments are calculated yearly by anindependent actuary, applying
the projected 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 tointerest on first
class housing bonds. The mostimportant actuarial assumptions are stated in Note 21.

Actuarial gains and losses may arise in conjunction with determination of the present
value of the commitments. These can arise from actual outcomes deviating from earlier
assumptions or from changed assumptions. These items are thenreportedin Other
comprehensive income in the period in which they arise. Costs of employment for
previous periods are recognised directly in profit or loss.

For defined-contribution plans, the Group pays premiums into a public or privately
administered pensioninsurance plan on an obligatory, contractual or voluntary basis.
The Group has no additional payment obligations when these premiums are paid. The
premiums are reported as pension costs when they fall due. Prepaid premiums are rec-
ognised as assets to the extent that cash repayment or adecrease in future payments
may benefit the Group.

Share-based payments

The Group has a share-savings plan, whichis recognised as a plan settled through
equity. The cost of the planis recognised as an employee benefit expense, together with
acontra-entry directly against equity, andis calculated on the basis of the allocated
shares' fair value at the time of allocation and is allocated over the plan’s vesting period.
The expense and liability for social security contributions are recognised as they accrue

during the vesting period based on the fair value of the benefit at the end of the
respective reporting period.

Termination benefits

Termination benefits are payable when an employee’s employment is terminated prior to
the normal pensionable age or when an employee voluntarily accepts termination of
employmentin exchange for such benefits. The Group reports severance pay when
there isademonstrable obligation to terminate the employment according to a detailed,
formal plan with no possibility of reinstatement, or whenit s required to provide termina-
tionbenefits as aresult of an offer to encourage employees to leave service voluntarily.
Benefits falling due more than 12 months after the closing date are discounted to present
value.

Provisions
Provisions for restructuring costs and statutory requirements are recognised when the
Group has alegal orinformal obligation to do so as aresult of previous events, whenitis
more likely that an outflow of resources will be required to settle the obligation rather
than not be required, and when the amount can be reliably calculated.

If there are anumber of similar obligations, an assessmentis made of the probability
thatan outflow of resources will be required to settle the entire Group’s obligations.
A provisionis recognised even if the probability of an outflow for a separate item in this
group of obligations is minimal.

Earnings per share

Earnings per share are calculated as net profit for the year inaccordance with the
income statement attributable to shareholders of the Parent Company in relation to the
average number of shares outstanding before and after dilution. Dilution arises from the
dilution effect of potential ordinary shares, which for the Group comprises performance
share awards in the Group'sincentive schemes to the extent that the performance terms
and conditions have been met at the end of the reporting period.

Segment reporting

Operating segments are reportedinamanner consistent with the internal reporting
provided to the chief operating decision maker. The chief operating decision maker is
responsible for allocating resources and assessing the performance of the operating
segments. The Group has identified this function as the CEO who makes the strategic
decisions.

The operating segmentis based on four business areas: Collection, Premium, Profes-
sional and Infrastructure. Each of the Group’s 13 brands belong to one of the business
areas. The allocation has been made based on the Group companies’ productrange,
geographical presence and partner focus.

Expenses attributable to a particular segment are comprised of both direct expenses
and a portion of Group-wide expenses. Unspecified expenses represent Group-wide
expenses. The operating segments’ assets consist mainly of intangible assets, property,
plantand equipment, inventories and trade receivables. Segment liabilities consist
mainly of trade payables, and accrual and deferral items.

Fagerhult only applies IFRS 16 at Group level, and not at operating segment level.
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Dividend

Dividends to AB Fagerhult’s shareholders are recognised as liabilities in the consolidated
balance sheetin the period in which the dividends were adopted by the Parent
Company'’s shareholders.

Parent Company’s accounting policies

The Parent Company’s annual accounts have been prepared in accordance with the
Swedish Annual Accounts Act and the Swedish Financial Reporting Board's recommen-
dation RFR 2 Accounting for Legal Entities. RFR 2 stipulates that, inits annual accounts,
the Parent Company is to apply International Financial Reporting Standards (IFRS) as
endorsed by the EU, where this s possible within the framework of the Swedish Annual
Accounts Act,and with regard to the connection between accounting and taxation. RFR
2 specifies the exceptions and supplements to be appliedin relation to IFRS. Identified
differences between accounting policies of the Group and the Parent Company mainly
pertain toIAS 12 Income taxes. The amounts transferred to untaxed reserves constitute
taxable temporary differences. Due to the connection 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. Appropriations are recognised at gross value in profit or loss.

Group contributions are recognised as appropriations. Furthermore, the Parent
Company does not measure inaccordance with IFRS 9, and instead applies the points
statedin RFR 2 (IFRS 9 Financial Instruments, pp. 3-10). Nor does the Parent Company
apply IFRS 16 Leases and has, from 1January 2019, instead chosen to apply points 2-12
pertaining to IFRS 16 containedin RFR 2.

Significant estimates and assumptions

The preparation of the annual accounts requires that qualified estimates and assess-
ments be made for accounting purposes. Furthermore, company management
exercisesits judgement in the application of the Group’s accounting policies. Estimates
and assessments can affect the income statement and the balance sheet, as well as any
additionalinformation which has been reported in the annual accounts. Consequently,
changesin valuations and assessments canlead to changesin the annual accounts.

Impairment testing of goodwill and brands with indefinite useful lives

For the Group, it has been determined that the estimates and assessments made in
connection withimpairment testing of goodwilland brands are of significance for the
consolidated accounts. Eachyear, the Group conducts tests to determine whether any
impairment requirement exists for carrying amounts. The recoverable amounts of
cash-generating units are determined based on value-in-use calculations. These calcu-
lations are based on certain assumptions regarding the future which, for the Group, are
associated with arisk of material adjustments of carrying amounts during the forth-
coming financial year. Significant assumptions and the effects of reasonable changes of
such are statedin Note 11Intangible assets.
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Cont. Accounting policies

Assessment of the length of the lease agreements
Extension and termination options are included in most of the Group's leases for
factories/production plants and offices.

When the term of the lease was determined, the management considered all available
information that provided a financialincentive to exercise an extension option, or to not
utilise an option to terminate a contract. The possibility of extending acontractis only
includedinthe term of the lease if itis reasonably certain that the contract willbe
extended (or not terminated). The following factors are normally most relevant for leases
for factories/production facilities and offices:

Historiclease terms and the costs and disruptions to operations entailed by the need
toreplace an existing factory/production facility or office premises;

If the lease contains any material fees for terminating the lease (or not extendingiit), the
Group normally considers it reasonably certain that the lease will be extended (or not
terminated).

If the Group has any expenses for leasehold improvements and expects these to have
asubstantial residual value, itis normally reasonably certain that the lease will be
extended (or not terminated).

The majority of the lease extension options for factories/production facilities have been
included in the lease liability, since the Group cannot replace assets without material
costs for disruption to operations. The majority of the office leases comprise shorter
lease terms and notice periods of one to three years. The Group's assessment is that
these shorter lease terms do not reflect the actual terms, and therefore aminimum term
of three years has been applied.

Anindividual assessmentis conducted in conjunction with the lease expiring or as
soon as adecision to change the operations is known and where the change would
affectthetermofthelease.

Measurement of trade receivables

Trade receivables are recognised net of any provisions for expected creditlosses. The
loss allowance for trade receivables is based on the assumptions for risk of default and
expected loss levels. The Group makes its own assumptions and choices of input data
for calculatingimpairment. These are based on historic data, known market conditions
and forward-looking calculations at the end of each reporting period. Refer also to Note
6 Trade receivables and the section on Credit risk in Note 37 Risks.

Measurement of inventories

Inventories are reported using the first-in, first-out method at the lower of costand net
realisable value on the closing date. Estimates are required of projected sales volumes,
which are primarily based on historic data and projections. Refer also to Note 16
Inventories.

Application of new or amended standards

New and amended standards applied from 2022
None of the new or amended standards that apply from 1January 2022 have had any
impact on the consolidated financial statements.

New and amended standards with future application

New or amended standards effective from future reporting periods have not been
appliedin the preparation of these financial statements. None of these standards or
interpretations are expected to have any materialimpact on the consolidated financial
statements.
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Notes

Note 1| Segment reporting

COLLECTION

Exceptional lighting solutions for architectural applications across the globe.
Collection comprises our global brands. All these brands have aninternational product
portfolio and are well-known among lighting designers and architects globally. They
offerabroad product range with a focus on outdoor and indoor environments with
stringent requirementsin terms of architectural design.

The brandsincluded comprise: Ateljé Lyktan, iGuzzini, LED Linear and WE-EF, with
product development and manufacturing facilities in Sweden, Italy, Canada, China,
Germany and Thailand. The business area also includes all sales companies for iGuzzini,
LED Linear, WE-EF and Seneco.

PREMIUM

Lighting solutions for all European markets and for global customers

Premium focuses on the European market and Europe-based global customers. Our
companies work closely with partners to deliver premium projects, often with custom-
ised solutions. Most of the sales are generated by products forindoor environments, but
outdoor products are also available for specific markets.

The brandsincluded are: Fagerhult and LTS, with their product development and man-
ufacturinglocated in Sweden, Germany and China. The business area alsoincludes all of
Fagerhult’s sales companies (except New Zealand) and Organic Response Technolo-
gies.

PROFESSIONAL
Lighting solutions for selected applications, adapted to local needs
Professional primarily focuses on products forindoor environments for local and neigh-
bouring markets. The company works together with local partners on project specifica-
tions to deliver complete solutions. Local production and product development enable
quick delivery of tailored solutions and customised products.

The brandsincluded are: Arlight, Eagle Lighting and Whitecroft, with product develop-
ment and manufacturing locatedin Turkey, Australiaand the UK. The business areaalso
includes the sales company in New Zealand.

INFRASTRUCTURE
Specially-adapted lighting solutions for critical infrastructure and industry
Infrastructure offers lighting solutions for environments with specific requirements for
installation, sustainability and robustness. The companies are world-leading in their
fields,and have extensive experience of finding the best solution for each projectand
customer. Most of the sales take place in Europe.

The brandsincluded are: Designplan Lighting, i-Valo and Veko with product develop-
ment and manufacturing located in the UK, Finland and the Netherlands.
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Cont.Note 1
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Collection Premium Professional Infrastructure IFRS 16 Eliminations Total

2022 2021 2022 2021 2022 2021 2022 2021 2022 2021 2022 2021 2022 2021
Netsalesandincome
Netsales 3,853.8 3,162.4 28144 2,531.0 1,018.8 996.9 9094 7314 -326.8 -334.2 8,269.6 7,087.5
(of whichinternal sales) (156.1) (101.7) (61.0) (122.0) (66.8) (82.0) (42.9) (28.5) —-(326.8) -(334.2) - -
Operating profit by line of business 3526 2415 3979 3524 43.8 83.8 113.6 884 12.0 89 919.9 775.0
Unspecified expenses -86.6 -68.6
Operating profit 833.3 706.4
Financialincome 418 121
Financial expenses -841 -96.2
Income tax -214.6 -152.7
Net profitfor the year 576.4 469.6
Other disclosures
Non-currentassets 4,0431 3,795.2 2,334.6 2,249.6 5295 522.2 8728 817.3 716.0 7327 8,496.0 8,117.0
Otherassets 1,693.8 1,302.9 9727 7153 311.0 3271 344.8 235.9 -16.0 -15.3 -70.2 -69.1 3,236.1 2,496.8
Unclassified assets 1,600.5 2,038.9
Total assets 13,332.6 12,652.7
Liabilities 7185 683.5 5174 4871 158.4 182.9 116.4 844 739.6 7518 -58.2 -571 2,1921 2,132.6
Unclassified liabilities 4,258.3 43014
Totalliabilities 6,450.4 6,434.0
Investments 90.6 724 515 501 225 13.0 15.0 14.0 179.6 149.5
Depreciation/amortisation 169.3 174.4 49.0 671 297 30.7 232 228 152.3 145.9 4235 440.9
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Cont.Note 1

Collection Premium Professional Infrastructure IFRS 16 Eliminations Total

2022 2021 2022 2021 2022 2021 2022 2021 2022 2021 2022 2021 2022 2021

External sales per market
UK 215.9 175.8 351.0 3174 602.2 6081 165.0 1295 1,334.1 1,230.8
Sweden 2904 2514 798.3 7237 250 171 1137 992.2
Germany 3037 261.6 2835 2427 1322 107.9 7194 612.2
Our numbers USA 526.1 370.5 14.3 13 0.9 0.1 0.2 - 5415 3719
Netherlands 311 15.5 1272 126.2 362.7 294.6 521.0 436.3
The Fagerh ultshare Italy 464.2 3821 9.4 6.8 4736 388.9
Five-year overview France 368.1 3295 955 765 69 137 4705 4197
Administration report Australia 149.8 1418 25 39 23211 217.2 3844 3629
Spain 127.3 102.4 167.4 123.6 16.7 10.0 3114 236.0

Corporate governance report

Norway 413 26.0 250.3 195.9 0.2 - 2918 2219
Board of Directors Switzerland 199.4 1441 333 209 53 39 238.0 1689
Group Management Team Denmark 66.1 59.0 152.6 129.1 2187 188.1
Annual accounts Finland 36.5 337 88.7 1034 55.0 40.3 180.2 1774
Canada 125.8 94.0 125.8 94.0
Accounting policies Russia 149 591 1028 283 - 04 177 875
m Notes Belgium 56.3 46.5 10.6 91 0.6 04 47.2 441 14.7 100.1
Sig natures Turkey 11 14.4 7.2 04 761 625 944 773
. United Arab Emirates 543 451 26.6 377 - 05 80.9 83.3
Audit report China 60.0 65.3 16.0 419 76.0 107.2
Poland 87 56 533 69.6 1.0 37 73.0 78.9
SaudiArabia 64.3 394 64.3 39.4
New Zealand 298 255 315 23.9 61.3 494
Austria 16.0 16.7 36.1 255 84 6.6 60.5 48.8
Ireland 73 51 427 314 17 34 517 39.9
HongKong 43.9 405 - 01 43.9 40.6
Qatar 35.0 26.2 0.8 25 35.8 287
Hungary 20.0 242 87 6.5 44 12 331 319
India 30.6 16.6 30.6 16.6
Slovakia 14 11 9.1 6.8 0.1 - 174 35 28.0 14
Estonia 84 7.9 19.0 14.7 - 0.3 274 229
Israel 225 19.4 04 27 11 0.8 15 19 255 24.8
The Czech Republic 17.6 16.3 59 73 235 236
Singapore 175 15.9 1.6 - 191 15.9
Thailand 16.1 14.7 16.1 14.7
Other 216.3 167.8 40.2 532 74 14 41 21.0 268.0 2434
Total 3,697.7 3,060.7 2,753.4 2,409.0 952.0 914.9 866.5 702.9 - - - - 8,269.6 7,087.5

The majority of the Group'sincome is recognised within alimited timeframe and the Group has no single customer where sales comprise more than 10 per cent of the Group's revenue.
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Cont.Note 1

Collection Premium Professional Infrastructure IFRS 16 Eliminations Total

2022 2021 2022 2021 2022 2021 2022 2021 2022 2021 2022 2021 2022 2021

Non-current assets per market
Italy 23954 2,247.6 19.8 215 2,415.2 2,269.1
Sweden 214 20.7 13084 1309.0 557 62.6 1,385.5 1,392.3
Germany 436.1 4157 638.0 582.3 32 33 1345 156.7 1,211.8 1,158.0
Our numbers Netherlands 041 01 1701 156.6 650.7 606.5 81.8 80.1 9027 843.3
UK 0.9 05 84.4 788 360.4 3585 127.8 1246 209.3 2125 7828 7749
The FagerhUIt share Spain 570.3 529.8 141 13.2 26 25 587.0 5455
Five-year overview France 3020 2819 50.2 460 606 454 4128 3733
Administration report Australia 85.1 784 309 282 1463 135.1 436 489 3059 290.6
Thailand 103.6 96.5 0.9 0.1 104.5 96.6

Corporate governance report -

Finland 0.1 0.1 0.7 0.7 91.0 82.9 104 122 102.2 95.9
Board of Directors China 687 703 65 56 67 73 819 832
Group Management Team Denmark 251 220 11 12 106 9.0 36.8 322
Annual accounts Turkey 228 283 11 122 33.9 405
USA 10.0 85 219 237 319 322
Accounting policies Belgium o1 02 175 161 13 13 189 176
m Notes Norway 0.1 01 0.6 0.7 16.7 73 174 8.1
Signatures Ireland 121 1.2 4.0 3.8 161 15.0
. Singapore 14.6 134 0.6 0.2 15.2 13.6
Auditreport Canada 6.9 81 50 97 1.9 17.8
Switzerland 17 0.9 9.6 101 1.3 11.0
Other 0.9 04 - 03 0.1 - 9.3 5.6 10.3 6.3
Total 4,043.1 3,795.2 2,334.6 2,249.6 529.5 522.2 872.8 817.3 716.0 732.7 - - 8,496.1 8,117.0
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Note 2| Salaries, other remuneration and social security contributions

Salaries and other remuneration

Social security contributions

(of which pension expenses)

2022 2021 2022 2021 2022 2021
Parent Company 404 397 20.9 16.4 (10.4) (5.8)
Subsidiaries 1952.9 17745 509.2 458.0 (125.7) (120.6)
Group 1,993.3 1,814.2 530.1 474.4 (136.1) (126.4)

2022 2021
Salaries and other remuneration to Board Salariesandother  (of which variable Pension Salariesandother  (of which variable Pension
members, the CEO and senior management remuneration remuneration) expenses remuneration remuneration) expenses
Parent Company, 15 (14) employees 347 (7.9) 54 297 (7.0) 44
Subsidiaries, 35 (38) employees 725 (11.2) 55 74.2 (15.4) 74
Group 107.2 (19.1) 10.9 103.9 (22.4) 15
Basic salary/ Variable Pension
Board fees remuneration benefits expenses Total

Remuneration to senior management during the year: 2022 2021 2022 2021 2022 2021 2022 2021 2022 2021
Parent Company
Chairman of the Board, Jan Svensson 1.0 0.9 1.0 0.9
Board Member, Eric Douglas 04 04 04 04
Board Member, CeciliaFasth 05 05 0.5 0.5
Board Member, Morten Falkenberg - 04 - 04
Board member, Magnus Meyer 04 - 04 -
Board Member, Annica Bresky 04 04 04 04
Board Member, Teresa Enander 05 04 0.5 04
CEO, Bodil Sonesson 51 a7 25 23 01 01 1.8 17 95 88
Other senior management, 8 (7) individuals 185 15.0 54 47 04 0.2 3.6 27 279 226
Total 26.8 227 7.9 7.0 0.5 0.3 54 4.4 40.6 34.4

Remuneration to the Board of Directors was determined at the 2022 AGM. No additional remuneration other than Board fees 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.
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Remuneration policy

The Chairman of the Board and Board members receive Board feesin accordance with
the resolutions of the AGM. Remuneration is not paid to members of the Board employed
withinthe Group.

Remuneration to the CEO is determined by the Board on the basis of proposals made
by the Remuneration Committee. Remuneration to other senior management has been
approved by the Remuneration Committee following proposals from the CEQ.

Remuneration to the CEO and other senior management consists of basic salary,
variable remuneration, company car benefits and pensions. The balance between basic
salary and variable remunerationis to be in proportion to the employee’s responsibilities
and authority.

For the CEO, annual variable remuneration is maximised at the equivalent of 50 per
cent of fixed salary. The variable salary is based on the Group's earnings per share. In
addition to the annual bonus, the CEQ is covered by the performance-based share-sav-
ings plan described below.

For other senior management, annual variable remunerationis capped at 30-40 per
cent of basic salary. Variable remuneration is typically based onimprovement, compared
to the previous year, in terms of eachindividual'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-contribu-
tion pensioninsurance corresponding to 35 per cent of the fixed annual salary is paid for
the CEO. Pension benefits for other senior management are paid within the framework
of the applicable ITP supplementary pension plan.

Severance Pay

For the CEO, the notice period for termination of employment is 12 months if termination
isinitiated by the company and six monthsif initiated by the CEO. If terminationis initiated
by the company without reason for termination, the CEO is entitled to severance pay
corresponding to 12 months’ salary. Severance pay is deducted against other earned
income.

For other senior management, the notice period is 12 monthsif initiated by the
Company, and six monthsifinitiated by the employee. No separate agreements exist
regarding retirement age, future pension or severance pay to Board members and other
senior management.

Performance-based share-savings plan

The company’s 2012 AGM resolved toimplement a performance-based share-savings
plan for the CEQ, senior management and a number of key employees within the Group.
Additional performance-based share-savings plans were then approved by the AGMs
from 2013 t0 2022. In the most recent plan, 2022, a total of 88 people were offered the
opportunity to participate, of which 35 accepted.

Participationin the planrequires apersonal investmentin Fagerhult shares. Under
normal circumstances, following a three-year vesting period, a cost-free allocation of
sharesin Fagerhult can be made to the participants, provided that certain conditions are
met.

In order for the share awards to be eligible for the allotment of shares, participants are
required to remain inemployment within the Group and to retain their entire investmentin
Fagerhult shares acquired within the framework of the plan during the vesting period.
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Cont.Note2
Theallocated share awards (known as performance share awards) also require meeting Note 3 | Financialincome Note 4 | Financial expenses

afinancial performance target related to Fagerhult's average earnings per share.
The 2018 plan was concluded in 2021. The conditions for the performance share

o 5 § Group Parent Company Group Parent Company
awards pertaining to average earnings per share for 2018-2019 were not fulfilled and no
shares were allocated to the participants. The 2019 plan, which was to endin 2022, did 2022 202] 2022 2021 2022 202] 2022 2021
not meet the conditions (pertaining to average earnings per share for 2019-2020) that Interestincome 6.9 17 1227 99.5 Interestexpenses 518 40.0 434 32.0
would allow t_hg award of performgnce share§. Forth?s.reason, thelBoard decided thatl Dividends 13 10 - - Interest expenses on lease liabilities 1.7 10.9 - -
theplan pgrtlmpa'nts would pe entitled toretrieve theirinvestmentin Fagerhult sharesin Exchange-rate gains 336 9.4 85.0 174 Exchange-ratelosses 16.2 391 _ 97
Our numbers advance (in2021instead of in2022). . :
For the remaining plans (2021and 2022),in accordance with the conditions for the Total /1.8 121 2077 16.6 Otherfinancial expenses 4.4 6.2 44 62
The Fagerhult share plan, the remaining participants have acquired a total of around 163,860 sharesin Ofwhich Group companies (118.6)  (99.5) Total 84.1 96.2 47.8 47.9
. . Fagerhult. A total of approximately 665,440 share awards have been allocated to plan Ofwhich Group companies (0.0) (0.0)
Flve_year overview participants, of which 77,000 to the CEO and 134,568 to other senior management.
Administrationre port For the 2021plan, the financial performance target pertains to average earnings per
share for the 2021-2023 financial years. A maximum of about 352,096 shares can be
Corporate governance report allocated as part of the 2021 plan. The valuation of the allocated share awards is based i i . o
Board of Direct onthe market price of the share at the time of allotment, with a deduction for the lack of Note 5 | Financial assets and financial liabilities
oard or Lirectors dividend. For the 2022 plan, the financial performance target pertains to average
Group M anagement Team earnings per share for the 2022-2024 financial years.Amalximum of about 303,344 2022 2021
shares canbe allocated as part of the 2022 plan. The valuation of the allocated share . . N N
Annual accounts awardsis based on the market price of the share at the time of allotment, witha A7 Carrying [l [F Carrying B
. o deduction for the lack of dividend. Group Category amount value Category amount value
Accounting policies The total costin 2022 for all share-savings plans was MSEK 6.4 (3.7) or SEK 0.04 Financial assets
m Notes (0.02) per share. The estimated fair value on the allocation date is SEK 63.80 for the 2021 Other shares and participations 1 29 29 1 27 27
Sianatures planand SEK 44.82for the 2022 plan. Other non-currentreceivables 1 218 218 1 165 155
9 Tradereceivables 1 1,603.5 1,603.5 1 1,196.1 1,196.1
Audit report Change nshare awardsofitstanding 2022 2021 Derivative instruments—held for trading (included in the item, other receivables) 2 - - 2 34 34
Of2iliz]oel 2 N 9 6 IEOENEES 385940 205449 Cashand cashequivalents 1 12017 12017 1 17415 17415
Concluded performance-based share-savings plan - —205,449
New performance-based share-savings plan 313536 385940 Binapcialiabilites
Managementwho have leftthe performance-based share- Long-term borrowings —hedge accounting 4 213.7 213.7 4 196.4 196.4
savingsplan -46,884 - Non-current borrowings —no hedge accounting applied 4 2,9828 2,982.8 4 2,792.0 2,792.0
Share awards outstanding 652,592 385,940 Non-current lease liabilities n/a 5944 - n/a 612.7 -
Other non-current liabilities 3 - - 3 - -
Short-term borrowings —no hedge accounting applied 4 153.0 153.0 4 430.8 430.8
Currentlease liabilities n/a 145.2 - n/a 139.0 -
Trade payables 4 7478 7478 4 681.6 681.6
Other liabilities 3 - - 3 - -
Derivative instruments —held for trading (included in the item, other liabilities) 3 4.8 4.8 3 14.9 14.9

IFRS 9 Category

1=Financial assets atamortised cost.

2=Financialassetsrecognisedat FVTPL.

3=Financiallliabilities recognised at FVTPL.

4 =Financial liabilities at amortised cost. Lease liabilities are measured pursuant to IFRS 16.

Derivative instruments outstanding per 31 December 2022 concerning currency forward contracts of anominal value of MSEK 129.6 (246.7).
Fair value based on observable data. Refer also to Note 30, Hedging.
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Note 6 | Trade receivables and credit risks/provision

for creditlosses

Group Parent Company
2022 2021 2022 2021
Tradereceivables outstanding 16756 12932 - -
ECL allowances 721 -971 - -
Carryingamount 1,603.5 1,196.1 - -
Ofwhich covered by creditinsurance (450.3) (468.2) - -
Group Parent Company
2022 2021 2022 2021
Changein provision for creditlosses
Opening provision -971 -99.7 - -
Acquisitions of subsidiaries - -0.2 - -
Confirmed|losses 16.3 92 - -
Reversed, unutilised provisions 227 10.7 - -
Provision for the year -95 -185 - -
Translationdifferences -45 14 - -
Closing provision =721 -97.1 - -

Note7 | Income from sharesin subsidiaries

Parent Company
2022 2021
Dividends received 9135 89.0
Loss ondivestment of subsidiaries - 23
Total 913.5 86.7

Note 8 | Depreciation/amortisation and impairment

Amortisation of intangible assets in the Group was MSEK 65.6 (87.4), depreciation of

Note9 | Income tax/tax on profit for the year

138

; o i Group Parent Company
property, plant and equipment totalled MSEK 205.6 (207.6) and depreciation of right-
of-use assets amounted to MSEK 152.3 (145.9). Impairment of goodwillamounted to 2022 2071 2022 2021
MSEK 0.0 (0.0) and of brands to MSEK 0.0 (0.0). Depreciation/amortisation and impair- Currenttax 2176 164.2 62.0 57.0
ment are specified per functionin the income statements as follows: Deferred tax on temporary differences
asperNote 10 9.6 -86 -0.3 59
Group Parent Company Deferred taxincome recognised directly
2022 2021 2022 2021 EEMY 126 - - -
Brands Total 2146 1527 617 629
Costofgoodssold 34 33 - - Difference between the Group’s tax
Total 34 3.3 — — expense and the tax expense based on
currentrates
Otherintangible assets Reported profit before tax 7910 6223 12024 3920
Costofgoodssold 54.2 769 - - Taxaccordingtocurrenttaxrates, 20.6%
Selling expenses 23 24 - - (20.6) 1629 128.2 2477 80.8
Administrative expenses 57 4.8 - - Tax effect of non-deductible expenses 12 331 0.7 15
Total 62.2 84.1 - - Tax effect of non-taxableincome -12.9 -7.0 -188.5 -125
Land and buildings Taxdue tochangesintaxation 134 - 1.8 -
Utilized loss deductions from previous
Costofgoods sold 251 24.4 . 57 92 B 69
lli 19. 19. - -
Slligopanzes 95 g Effect of foreigntaxrates 457 76 - -
Administrati 7.7 74 - -
€ il SO pREED Income tax/tax on profit for the year
Total 52.3 516 - - recognised in profitorloss 2146 1527 617 62.9
Plantand machinery
Cost of goods sold 100.8 100.1 - -
Total 100.8 100.1 - -
Equipment, fixtures and fittings
Costofgoods sold 26.4 29.6 - -
Sellingexpenses 125 125 - -
Administrative expenses 13.6 13.8 - -
Total 525 55.9 - -
Right-of-use assets
Costof goods sold 476 454 - -
Sellingexpenses 67.2 66.4 - -
Administrative expenses 375 341 - -
Total 152.3 145.9 - -
Total depreciation/amortisation and
impairment 423.5 440.9 - -

FAGERHULT GROUP ANNUAL REPORT 2022



Our numbers
The Fagerhult share
Five-year overview

Administration report

Corporate governance report

Board of Directors
Group Management Team
Annual accounts
Accounting policies

m Notes
Signatures
Audit report

Fagerhult Group

Note10 | Deferred tax

Group Parent Company Group Parent Company
2022 2021 2022 2021 2022 2021 2022 2021
Deferred tax expense/income for the Changeindeferredtax assets
year Opening balance 1980 1962 17 76
Deferredtaxincomereferring to Right-of-use assets 16 46 _ _
temporary differences -431 -285 -0.3 5.9 : .
Changeintemporary differences
Deferredtaxexpensereferringto recognised in profit or loss -52 -4.6 0.3 -59
temporary differences 527 19.9 - - . .
Changeintemporary differences
Total 9.6 -86 -03 5.9 recognisedin equity 25 24 - =
_ Translationdifferences 4.9 42 - -
Ezgg:::; :ilffffeer;r::cezsreferring tothe following items have resulted in deferred tax Closingbalance 2018 198.0 20 17
liabilities and deferred tax assets. These items have indefinite useful lives. Change indeferred taxliabilities
Openingbalance 503.6 5475 - -
Group Parent Company Acquisitions of subsidiaries - 15 - =
2022 2021 2022 2021 Changeintemporary differences
Deferred tax liabilities recognisedin profitor loss 6.0 -86 - -
Intangible assets 448.9 410.0 - = Reclassification to current tax liabilities - -33.6 - —
Buildings 80.4 774 - = Translationdifferences 386 -32 - =
Machinery and equipment 5.8 4.6 - = Closingbalance 5482 503.6 - -
Currentreceivables 0.3 01 - -
Untaxedreserves 74 741 - -
Non-current liabilities 42 44 - -
Current liabilities 12 - - -
Total deferred tax liabilities 548.2 503.6 - -
Deferred tax assets
Intangible assets - 28 - -
Buildings 65.2 63.9 - -
Machinery and equipment 3.1 4.4 - -
Right-of-use assets 94 84 - -
Other financial assets - 29 - -
Inventories 36.6 307 - -
Currentreceivables 10.0 15.6 - -
Pension provisions 281 28.0 2.0 17
Non-currentliabilities 57 22 - -
Current liabilities 212 311 - -
Taxlosses 225 8.0 - -
Total deferred tax assets 201.8 198.0 20 17
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Note11 | Intangible assets
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Impairment testing of goodwill and

Group Group Parent Company
2022 2021 iR o i o brands with indefinite useful lives
- - - As of 31 December 2022, Goodwilland brands are distributed among the Group's
Goodwill Otherintangible assets cash-generating units (CGUs) andidentified per segment as follows.
Opening cost 30426 29821 Opening cost 894.7 854.7 - -
Acquisitions of subsidiaries - 6.1 Acquisitions of subsidiaries - 275 - - Brands Goodwill
Translation differences 136.5 544 Purchases 352 326 - - 2022 2021 2022 2021
Closingaccumulated cost 31791 3,0426 Salesanddisposals 77 -34.0 - = Collection 24631 22643 72 6.6
Openingimpairment 1386 1389 Translation differences 61.2 13.9 - - PremlurT1 68.0 625 2,0341 1966.6
Translation differences 122 03 Closingaccumulated cost 9834 894.7 - - Professional 53 6.8 4222 4077
Closing accumulated impairment -150.8 -138.6 Opening amortisation -609.1 5461 - - Infrastructure 2218 2048 5648 5231
Acquisiti ¢ subsidiari 65 Total 2,758.2 25384  3,028.3 2,904.0
Carrying amount 3,028.3 2,904.0 cquisitions ot subsidiaries - > - -
Amortisation for the year -62.2 -841 - -
Brands : Atleasteachyear, the Group performs atest for each CGU to assess whether any need
O 26145 25602 Sales and disposals wr 34.7 - - forimpairment exists for goodwilland brands in line with the applied accounting policies.
P g : Tl A Translation differences -40.8 =71 - - The recoverable amount for each CGU is determined by value-in-use calculations,
Translation differences 2235 523 Closing accumulated amortisation 7044 -6091 _ _ which comprise the present value of estimated future payments expected toarise from
Closingaccumulated cost 28380 26145 anasset duringits usefullife, including the calculated residual value at the end of the
i o Carryingamount 279.0 285.6 - - asset's useful life. These calculations assume estimated future cash flows based on
Openingamortisation -64.0 -56.2 financial forecasts for the coming eight-year period (five-year period), as approved by
Amortisation andimpairment for the year -34 -33 Theitem Brands includes brands with carrying amounts of MSEK 2,758.2 (2,538 4) and management. The projec.tion period has been changed as part of a.daptir.wg the strategic
Translation differences -31 -45 indefinite useful lives. These assets are subject to annualimpairment testing. pI?n t(f);hg effectsto(fSC(;))\;:d—% To extr?pzlate cashflowsbeyondthis period,agrowth
- — ; ; f ! ol : rate of 2.0 per cent (3.0) has been applied.
Closing accumulated amortisation 705 -64.0 Theitem Other intangible assets includes capitalised expenditure for product devel- . . . .
opment, whichisinternally generated, at a carrying amount of MSEK 42.9 (35.9) and an Management has deggnated abudgeted operating margin ba;ed onthe previous
Carryingamount 27675 25505 IT systemwith acarrying amount of MSEK 64.6 (56.5) and Technology valued at MSEK results and on expectations of future market development. The discount rate after tax

1715 (191.0) of which the greater partis attributed to company acquisitions.
Impairment testing of goodwilland brands is recognised in profit or loss under the
item, Other operating costs.

which has been applied for all CGUs is 10 per cent (10) The risk-free interest rate has
been historically low butis now on the rise. After taking into account risk-free interest and
risk premiums on the stock market as well as Beta, the discount rate has not been
adjusted compared to the previous year.

SIGNIFICANT ASSUMPTIONS

Market share and growth

The current market share has been applied to future periods. Forecasts are based on
previous experience and on external sources of information. The estimated growthrate
used to extrapolate cash flows beyond the budget period was as follows:

Collection 2.0%(3.0)
Premium 2.0%(3.0)
Professional 2.0%(3.0)
Infrastructure 2.0%(3.0)
Expenses

The forecast of personnel costs is based on the expectedinflationrate, increasesinreal
salary (historical average) and the planned streamlining of the company’s production.
Consideration has also been given to increased costs for input materials and compo-
nents as wellas ageneralincrease ininflation regarding other costs.The forecastisinline
with previous experience and external sources of information.
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Cont.Note 11

Exchangerates
Exchange-rate forecasts are based on the current listed exchange rates and on listed
forwardrates. The forecast is in accordance with external sources of information.

Variables applied
Discount rate before tax of 10 per cent (10) for all CGUs.

Exchange rates
EUR10.57 (1014)
GBP12.44 (11.76)

Sensitivity analysis

« thediscountrate before taxes was 1per cent higher.

- the estimated growthrate used to extrapolate cash flows for the entire projection
period was 1per centlower.

If the discount rate before tax used to calculate value in use for the CGU had been 1per
cent higher than the management’s assessment (11 per centinstead of 10 per cent), this
would not have indicated any impairmentinany CGU. If the projected growth rate were to
decrease by 1per cent for the entire projection period, noimpairment would be required
inany of the CGUs.

Note12 | Property, plantand equipment

Group Group

2022 2021 2022 2021
Land and buildings Equipment, fixtures and fittings
Opening cost 17906 17478 Opening cost 964.6 932.0
Purchases 25.6 8.4 Acquisitions of subsidiaries - 03
Salesanddisposals -26 -0.2 Purchases 485 39.1
Translationdifferences 1441 34.6 Salesanddisposals -14.0 -33.1
Closingaccumulated cost 1,957.7 1790.6 Translation differences 67.3 26.3
Opening depreciation 7494 —6835 Closingaccumulated cost 10664  964.6
Depreciation for the year -52.3 -51.6 Openingdepreciation -7940 7461
Salesanddisposals 15 01 Acquisitions of subsidiaries - -0.2
Translationdifferences -59.7 —14.4 Depreciation for the year -525 -556.9
Closingaccumulated depreciation -8599 -7494 Salesand disposals 1.3 201
Carryingamount 1,097.8 1,0412 Translation differences -556.8 -20.9

Closing accumulated depreciation -891.0 -794.0

Plantand machinery
Opening cost 25614 24411 Carryingamount 175.4 170.6
Purchases 703 69.4 Constructionin progress
Salesanddisposals -224.0 -12.6 Opening cost 329 259
Translation differences 1581 63.5 Landimprovements during the year 34.6 19.8
Closingaccumulated cost 25658 25614 Reclassifications -30.2 -13.6
Opening depreciation 21619 -2,024.0 Translationdifferences 20 08
Depreciationfor the year -100.8  -100.1 Carryingamount 393 329
Salesanddisposals 2215 12.4
Translation differences -131.9 -50.2
Closingaccumulated depreciation -2,1731 -2,1619
Carryingamount 392.7 399.5
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Not13 | Financial assets

Parent Company

2022 2021

Shares and participationsin subsidiaries

Opening cost

32095 2963.6

Acquisitions during the year, see Note 31

615.3 2494

Divestments during the year

- -35

Carrying amount

3,824.8 3,209.5

Parent Company

2022 2021

Receivables from subsidiaries

Openingreceivables

4,086.3 41115

Newreceivables 324 1,514
Amortisedreceivables -1921 -1,523.0
Translation differences 2621 -13.6

Closingreceivables

4,188.7 4,086.3

Group Parent Company
2022 2021 2022 2021
Other shares and participations
Opening cost 27 9.8 - -
Divestments during the year - 71 - -
Translation differences 0.2 04 - -
Carryingamount 29 27 - -
Group Parent Company
2022 2021 2022 2021
Other non-currentreceivables
Openingreceivables 15.5 134 6.6 43
Newreceivables 54 17 11 23
Translation differences 0.9 04 - -
Closingreceivables 21.8 15.5 77 6.6

Note14 | Shares and participationsin subsidiaries

Details of wholly owned subsidiaries, their corporate identity numbers and registered offices. Refer also to Note 31:
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Carryingamount
Subsidiaries: Corporate Identity Number Registered offices No. of shares 2022 2021
Fagerhults Belysning AB 556321-8659 Habo 2,500 337.2 337.2
Atelié Lyktan AB 556063-9634 Ahus 2,000 44 44
I-Valo OY, Finland 1571418-8 littala 2,020 62.6 85.0
SenecoA/S 35680586 Hasselager 1,651,385 16.2 16.2
Whitecroft Lighting Ltd, UK 03848973 Ashton-under-Lyne 2 256.0 256.0
Designplan Lighting Ltd, UK 00784246 Sutton 360,300 120.6 120.6
Veko Lightsystems International B.V., the Netherlands 37041869 Shagen 40,000 637.7 -
Eagle Lighting Australia Pty Ltd, Australia ACN 124400933 Melbourne 500,001 325 325
Fagerhult GmbH, Germany 13135B Hamburg 1 103 103
WE-EF Leuchten GmbH, Germany HRB208064 Bispingen 1 0.2 0.2
iGuzziniilluminazione S.p.A, Italy IT 00082630435 Macerata 21,050,000 2,3471 2,3471
Carrying amount 3,824.8 3,209.5
Share of equity, %
Sub-subsidiaries: Corporate Identity Number Registered offices No.of shares 2022 2021
Fagerhults Belysning Sverige AB 556122-2000 Habo 1,000 100% 100%
Fagerhult Belysning AS, Norway 937418906 Oslo 100 100% 100%
Fagerhult AS, Denmark 63.128 Ishgj 65 100% 100%
Fagerhult OY, Finland 0980280-0 Helsinki 6,000 100% 100%
I-Valo OY, Finland 1571418-8 littala 2,020 100% 100%
Fagerhult Ou, Estonia 10703636 Tallinn 5,400 100% 100%
Fagerhult BV, the Netherlands 96121 IJsselstein 2,250 100% 100%
Fagerhult NV, Belgium BE 0492.822.044 Baaigem 9,400 100% 100%
LTS Licht & Leuchten GmbH, Germany HRB630906 Tettnang 1 100% 100%
LED Linear GmbH, Germany HRB 33525 Duisburg 1 100% 100%
LED Linear USAInc,USA SRV 131038296 NiagaraFalls 3,000 100% 100%
LED Linear UK Ltd, UK 8280741 London 150 100% 100%
Arlight AydinlatmaA.S., Turkey 790361767 Kazan/Ankara 50,000 100% 100%
Fagerhult Lighting Ltd, UK 3488638 London 40,000 100% 100%
Fagerhult Lighting Ltd, Ireland 98.834 Dublin 100 100% 100%
Fagerhult Sp.z.0.0, Poland 260213 Warsaw 1,000 100% 100%
Fagerhult France, France 391138385 Lyon 4,200 100% 100%
FagerhultS.L., Spain B84215722 Madrid 3,010 100% 100%
Fagerhult Lighting System (Suzhou) Co. Ltd, China 3200044439 Suzhou 1 100% 100%
Fagerhult Trading (Hong Kong) Co., Ltd 39362546-000-05-08-5 HongKong 1 100% 100%
OR Technologies Pty Ltd, Australia ACN 618122277 Melbourne 100 100% 100%
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Cont.Note 14

Share of equity, %

Sub-subsidiaries: Corporate Identity Number Registered offices No.of shares 2022 2021
Fagerhult (NZ) Ltd, New Zealand 3233074 Christchurch 1 100% 100%
Fagerhult SPb, Russia 1097847074544 Saint Petersburg 1 100% 100%
WE-EF Lighting Co. Ltd, Thailand 105524015230 Bangplee 16,800 100% 100%
WE-EF Helvetica SA, Switzerland CHE-115970534/CH-6 Geneva 1,000 100% 100%
WE-EF Lighting Ltd, UK 5925012148 Nottingham 30,000 - 100%
WE-EF Lighting Pty. Ltd, Australia 64570065 Braeside 50,000 100% 100%
WE-EF LightingUSALLC,USA 2922528 Warrendale 1 100% 100%
WE-EF Lumiere S.A.S.,France 398371088 Satolas-et-Bonce 5,000 100% 100%
Flux Eclairage S.A.S, France 504356346 Satolas-et-Bonce 4,000 100% 100%
Veko Lightsystems International B.V., the Netherlands 37041869 Shagen 40,000 - 100%
Veko Lightsystems GmbH, Germany HRB 25170 Duisburg 1 100% 100%
OrlandiS.R.L, Italy IT 08091600158 Macerata 1 - 100%
iGuzziniilluminazione France SA, France FR 61300816287 Paris 31,000 100% 100%
iGuzziniilluminazione Iberica SA, Spain A58675208 Barcelona 100,000 100% 100%
iGuzziniilluminazione Deutschland GmbH, Germany DE 129381264 Munich 1 100% 100%
iGuzzini llluminazione Osterreich GmbH, Austria ATU72916623 Vienna 1 100% 100%
iGuzziniilluminazione UK Ltd, UK 2391370 London 121578 100% 100%
iGuzziniilluminazione Norge AS, Norway NO 979575785 Oslo 500 100% 100%
iGuzziniilluminazione Schweiz AG, Switzerland 105493484 Zurich 3,000 100% 100%
iGuzziniilluminazione Ooo, Russia 7719275374 Moscow 1 99% 99%
iGuzzini Finland &Baltic Ltd., Finland Fl06691842 Helsinki 105 100% 100%
iGuzziniLighting (China) Co., Ltd., China 310000400453617 Shanghai 1 100% 100%
ShanghaiiGuzzini Trading Co., Ltd., China 9131010669878976XQ Shanghai 1 100% 100%
iGuzziniHong Kong Ltd, Hong Kong 788598 HongKong 2,000,000 100% 100%
iGuzzini S.E.A.Pte LTD, Singapore 200604874N Singapore 400,000 100% 100%
iGuzziniMiddle East FZE, United Arab Emirates 1034 Dubai 1 100% 100%
iGuzziniLighting WLL, Qatar 64564 Doha 200 95% 95%
iGuzziniLighting USA, Ltd, USA 27-1923628 Delaware 100 100% 100%
iGuzzini Canada (9372-1801QuébecInc), Canada 1173367138 Québec 32,001,000 100% 100%
Sistemalux Inc.,, Canada 10126377611C0O001 Québec 12,248,100 100% 100%
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Note 15 | Prepaid expensesandaccruedincome

Group Parent Company

2022 2021 2022 2021
Prepaidrent 45 41 - -
Insurance 7.8 1.3 - -
Licences 14.8 10.1 - -
Consultancy fees 25 2.6 0.2 -
Supplier bonus 122 88 - -
Advertisingand marketing 35 29 - -
Taxesand social security contributions 8.6 6.3 - -
Non-invoicedincome 33 78 - -
Maintenance of property, plantand
equipment 6.6 43 - -
Financial expenses 123 29 123 25
Otheritems 184 9.3 07 0.9
Total 94.5 70.3 13.2 34
Note 16 | Inventories

Group Parent Company

2022 2021 2022 2021
Raw materials and consumables 820.1 6414 - -
Workin progress 1875 1424 - -
Finished productsand goods for resale 464.9 384.9 - -
Goodsintransit 200 254 - -
Total 1,4925 1,194.1 - =

Expenses arising for inventories that have been expensed are includedin the item Cost
of goods sold and amounted to MSEK 2,934.5 (2,460.9). Impairment amounted to
MSEK 38.9 (66.0) and the amount recovered from previous years amounted to MSEK
61.3(59.6). The previous year's impairment are reversed when goods are divested or
scrapped.

Note 17 | Bank overdraft facilities and other borrowings

Agreed bank overdraft facilities at year end amounted to MSEK 3011(270.5) for the
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Note 18 | Accrued expenses and deferredincome

Group Parent Company
Group and MSEK 200.0 (200.0) for the Parent Company.
2022 2021 2022 2021
The Group’s interest-bearing borrowings Accrued salaries and remuneration 3081 2611 14.6 16.5
Group Parent Company Customer bonuses 66.5 745 - -
2022 2021 2022 2021 Accrued social security contributions 482 69.9 58 6.1
Maturities for long-termloans: Claims 59.0 445 - =
Within one year 1530 4308 200 3138 Financialitems 33 42 14 1.0
Betweenoneandfiveyears 31558 29884 30643 28286 Consultancy fees and temporary
Afterfiveyears 407 = - - employees I o1 - B
Total 33495 34192 30843 31424 Rent 87 £ - -
Royalties 82 6.3 - -
Contracted interest rates on the closing date had contractual periods of three months. Auditfees 109 75 05 o1
Shipping 14 6.6 - -
2022 2021 Repairand maintenance 56 135 - -
Interest, Liability,  Interest, Liability, Accrued costs for material 59 207 - -
% SEK % SEK Accrued utility costs 80 27 - -
Averag? contractedinterestrate on Otheritems 49.9 483 05 06
borrowings:
. Total 601.2 577.9 228 251
Long-termborrowings, EUR 28 31965 1.0 29882
Long-term borrowings, CAD 37 - 37 0.2
Total 31965 2,088.4 Note19 | Pledgedassets
Short-termborrowings, EUR 2.8 152.0 1.0 429.8
Gi P tC
Short-termborrowings, THB 53 01 5% 0.1 foub A
. 2022 2021 2022 2021
Short-term borrowings, CAD 37 0.2 37 0.6 =
: Forownliabilities
Short-term borrowings, USD 97 0.7 2.0 03
Real estate mortgages 181 161 - -
Total 153.0 430.8
Total pledged assets 181 16.1 - -
The carryingamount of the Group’s borrowings corresponds with fair value since the
loans carry market-based floating interest rates. N ote 20 | C onti n g ent " abi | iti es
Group Parent Company
2022 2021 2022 2021
Guarantee FPG 0.9 12 - -
Guarantees, pension commitments 78 6.6 7.7 6.6
Guarantees for subsidiaries - - 458 43.0
Other guarantees 144 97 - -
Total contingent liabilities 231 17.5 53.5 49.6
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Note 21 | Provisions for pensions and similar commitments
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Group Parent Company Group &
2022 2021 2022 2021 2022 2021 2022 2021
Provisions for pensions PRI (interest- Defined-benefit plans Actuarial assumptions
bearing) 484 633 - = The amounts recognised in the consolidated income statement Significant actuarial assumptions as of the closing date pertaining
Provisions for other pensions 1247 1101 9.6 8.3 are: to pension liabilities in Sweden (expressed as weighted averages)
Total 1731 173.4 9.6 8.3 Currentservice cost 15.3 205 Net liability in Sweden 484 63.3
Interest expenses 19 18 Discountrate 4.00% 1.50%
Defined-benefit plans Total 17.2 223 Future annual pensiongrowthrate 210%  2.00%
Within the Group there are defined-benefit plans in Sweden, Turkey, Germany, France,
Italy and Switzerland, in which employees retain the right to remuneration, after termina- Specification of changes in net debtrecognised in the ) ' )
tion of employment, based on the final salary and length of service. The Group does not consolidated balance sheet: AEmE e e e s e ST (DTSl
have any plan assets. Net debt at beginning of year recognised in the approved balance e .
— 1734 1855 Sensitivity analysis
Pensioninsurance with Alecta x Ifthe discount rate decreases 0.5 per cent, the present value of obligations will rise 4.8
) ) : ; ) . Net cost recognisedin profit orloss 17.2 223 t (61). Iftheinterestratei 05 t th tvalue of obligati
ITP2 Plan commitments for retirement pensions and family pensions for salaried - pgr cen' e e'|ncr§ases s UM I Tl |onsl
employeesin Sweden are guaranteed throughinsurance with Alecta. According toa Benefit payments -9.6 -15.9 willdecline 4.5 per cent (5.6). If inflation decreases 0.5 per cent, the present value of obli-
statement from the Swedish Financial Reporting Board, UFR 10, Classification of ITP Settlement of pension plan -34 -99 gat|or.15 W,'" dec|.|ne' 4.7 per cent (6.0). finflationincreases 0.5 [ cent, .the present value
plans financed by insurance in Alecta, this is a defined-benefit multi-employer plan. For Actuarial gains (-)/losses (+) -10.5 -10.2 Of0b|lgtatI0|nSWfl|| rl;?e 4t9 peLcent (3 .Acthirlgeofone yearinusefullifeatfects the
the 2022 financial year, the company did not have access to information that would . . presentvalue ofobligations by 3.8 per cent (4.4).
) . ) ) o Translation differences 6.0 1.6
enableittoreportits proportional share of the plan’s obligations, plan assets and costs,
which means the plan could not be reported as a defined-benefit plan. The ITP 2 pension Netdebtatyearend 17341 1734
plap Ll S.e cur edthrough |n§urance Wlt.h Ll tlhergfore, EPETEE a.s a . The amounts recognised in the balance sheetare determinedas
defined-contribution plan. Premiums for defined-benefit retirement and family pensions ol
are calculated individually and depend, inter alia, on the insured party’s salary, previously - -
earned pension rights and remaining length of service. Expected fees for the next Present value of commitments 1731 1734
reporting period for ITP 2insurance with Alectaamount to MSEK 12.3 (2021: MSEK 13.5). Netdebtatyearend 1731 173.4
The Group's share of the total contributions to the planis negligible. The collective i
funding ratiois the market value of Alecta’s assets as a percentage of insurance commit- Total pension costs
ments calculated according to Alecta’s actuarial methods and assumptions, which do Total pension costs recognised in the consolidated income
not comply with IAS 19. The collective consolidation level is normally allowed to vary statement:
between 125 and 155 per cent. If Alecta’s collective consolidation level falls below 125 per Total costs for defined-benefit plans 17.2 203
centor exgeer 155 per cent, actions must bg takentocreatethe cor_1d|t|f)ns enabling TelElessisiore et aontiuiemams 189 1041
the consolidation level torevert to the normalinterval. For low consolidation levels, one -
measure could be raising the contractual premiums for taking up new insurance and Total pension costs 136.1 126.4
gxpf\nd|ng e><|st|r19 ber:jefltg. W'ﬂr I';:gh Ie(\j/elfocflgc;rz)ss 2" cflhon, ’one m?agu ricc;uld beftc;] Pension costs are allocated in the consolidated income statement
imp ement premiumre uctions. Attheend o ,Alecta’s surplusin the form of the among the following items:
collective consolidation level was 189 per cent (2021: 172 per cent).
Costofgoods sold 55.0 545
Sellingexpenses 44.9 451
Administrative expenses 34.3 25.0
Financial expenses 1.9 1.8
Total 136.1 126.4
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Note 22 | Other non-current liabilities

Other non-current liabilities pertain exclusively to liabilities for estimated earnout
payments attributable to acquisitions.

Group Parent Company

2022 2021 2022 2021
Changein liabilities for estimated
earnout payments.
Opening liabilities - 106.1 - -
Liabilities paid:
Veko Lightsystems International B.V. - -1086 - -
Translation differences - 25 - -
Closing liabilities - 0.0 - -

The conditional earnout payment recognised regarding the acquisition of Veko Light-
systems International BV, the Netherlands, was based on certain predetermined profit
levels being met during 2018 to 2020. If contractual goals had been met, an earnout
payment would be disbursedin cash during the 2021 financial year. In 2021, final settle-
ment was completed as was payment of the contracted earnout of MSEK 108.6. The dif-
ference between the previously made provision of MSEK 1061 and the final payment of
MSEK 108.6 amounted to MSEK 2.5, which was charged to earnings for 2021.

Note 23 | Reconciliation of net debt

Netdebtand changesin net debt are analysed below.
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Group Parent Company

2022 2021 2022 2021
Cashandcashequivalents 12917 1,7415 7778 1,050.9
Borrowings—due in <12 months (incl. overdraft facility) -153.0 -430.8 -20.0 -313.8
Borrowings—duein>12months -3,196.5 -2,988.4 -3,064.3 -2,828.6
Lease liabilities—due within one year -145.2 -139.0 - -
Lease liabilities—due in >12 months -594.4 -612.7 - -
Net debt -2,7974 -2,4294 -2,306.5 -2,091.5
Cashandcashequivalents 12917 17415 7778 1,050.9
Borrowings—floatinginterest -3,349.5 -3,419.2 -3,084.3 -3,1424
Lease liabilities -739.6 -7517 - -
Netdebt -2,7974 -2,4294 -2,306.5 -2,091.5
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Cont.Note23
Cashandcash
equivalents/ Borrowingsdue Borrowings due
Group overdraft facility <12months >12months Lease liabilities Total
Netdebton1January 2021 1,624.0 -47.6 -3,417.8 -784.6 -2,626.0
Acaquisitions of subsidiaries -0.6 -0.6
New lease agreements -79.2 -79.2
Cash flow from borrowings -381.9 4875 105.6
Cash flow from lease liabilities 147.2 147.2
Cash flow from other activities 65.6 65.6
Translation differences 519 -13 -58.1 -345 -42.0
Net debton 31December 2021 1,741.5 -430.8 -2,988.4 -751.7 -2,429.4
Acquisitions of subsidiaries -
New lease agreements -115.8 -115.8
Cash flow from borrowings 362.0 362.0
Cash flow fromlease liabilities 152.3 152.3
Cash flow from other activities -5331 -533.1
Translation differences 83.3 -84.2 -2081 -24.4 -2334
Net debt on 31December 2022 1,291.7 -153.0 -3,196.5 -739.6 -2,797.4
Cashandcash
equivalents/ Borrowings due Borrowings due

Parent Company overdraft facility <12months >12months Total
Netdebton1January 2021 9522 -3,210.3 -2,258.1
Cash flow from borrowings -313.8 4484 134.6
Cash flow from other activities 98.7 98.7
Exchange-rate differences -66.7 -66.7
Net debt on 31December 2021 1,050.9 -313.8 -2,828.6 -2,091.5
Cash flow from borrowings 3115 3115
Cash flow fromother activities -2731 -2731
Exchange-rate differences 177 -235.7 -2534
Netdebton 31December 2022 777.8 -20.0 -3,064.3 -2,306.5

Note 24 | Purchases and sales between Group companies and other related parties

Of the Parent Company’s totalincome from operations of MSEK 38.8 (28.7), MSEK 38.8 (28.3) pertained to remuneration from sub-
sidiaries for services performed. There have been no other purchases between the Parent Company and the subsidiaries or other

related parties. Remuneration to members of the Board, the CEO and other senior managementis reportedin Note 2.
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Note 25 | Average number of employees

2022 2021
Number of Number of

employees Men%  employees Men %
Parent Company 15 68% 14 73
Subsidiaries
Italy 673 68% 749 67
Sweden 671 65% 739 65
Germany 577 74% 560 64
UK 571 73% 586 72
China 221 35% 233 35
The Netherlands 180 73% 195 69
Australia 177 67% 198 68
Canada 159 62% 159 63
France 146 61% 144 66
Thailand 144 65% 140 61
Turkey 134 80% 123 81
Spain 64 66% 51 61
Finland 56 66% 69 65
USA 52 62% 50 70
Norway 49 67% 49 65
United Arab Emirates 42 2% 25 68
Switzerland 31 78% 31 85
Denmark 23 65% 39 72
Poland 18 61% 18 67
Russia 1 73% 18 38
Hong Kong 10 33% 14 64
Belgium 8 74% g 67
Estonia 7 57% 6 67
Ireland 6 100% 5 100
New Zealand 6 67% 7 86
Singapore 4 25% 4 25
Qatar 3 66% 2 54
Austria 2 100% 2 100
Totalin subsidiaries 4,044 67% 4,223 65
Group total 4,059 67% 4,237 65
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Cont.Note 25

Board members and senior management

Amounts recognised in profit or loss
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Note 27 | Remuneration to auditors

Group Parent Company
KPMG 2022 2021 2022 2021
Audit 14.0 - 0.8 -
Other services 0.3 - - -
Total 14.3 - 0.8 -

Out of the remuneration to the auditors for 2022 the following relates to the audit firm
KPMG AB: Audit MSEK 2.8 (0.0), audit activities other than audit assignment MSEK 0.0
(0.0), tax consulting MSEK 0.0 (0.0) and other services MSEK 0.0 (0.0).

2022 2021 The statement of profit or loss shows Group
Number Men % Number Men % the following amountsrelating to leases 2022 2021
Group Depreciation of right-of-use assets
Board members 6 50 6 50 —Factories -454  -438
CEO and other senior management 44 82 46 87 —Offices -70.0 -67.1
@ —Vehicles -36.9 -35.0
o s o s Smewgosotme
CEO and other senior management 9 67 63 75 74
Exchange-rate difference -82 -15.6
Note 26 | Leases Ier::S:]sst EZasf;f)enseson lease liabilities (see Note 4 Financial 7 09
Operational leases Deferred tax (see Note 10 Deferred tax). 16 46
ParentCompany Net effect on profit orloss -178.1 -175.2
2022 2021
e e e e o1 — No material variable lease payment§ wereidentified. .
The total cash outflow for leasesin 2022 was MSEK 159.8 (154.6). The maturity
The nominal value of future minimum leasing fees for non- analysis of lease liabilities is presented in Note 37 Risks under Liquidity Risk.
cancellable leases
Withinone year 01 -
Betweenone andfive years 0.1 -
Total 0.2 -
Amountsrecognisedin the balance sheet
The balance sheet shows the following Group
amountsrelating toleases: 2022 2021
Right-of-use assets
—Factories 4217 4375
—Offices 2233 2374
—Vehicles 71.0 57.8
Deferredtax assets 9.4 84
Prepaid expenses -16.0 -15.3
Total assets 709.4 725.8
Lease liabilities:
Non-current 594.4 612.7
Current 145.2 139.0
Totalliabilities 739.6 7517

Right-of-use assets added in the 2022 financial year amounted to MSEK 116 (114), of

which MSEK 0.0 (0.6) pertained to subsidiaries.

Group Parent Company

PricewaterhouseCoopers 2022 2021 2022 2021
Audit 0.8 9.6 0.1 0.7
Audit activities other than audit

assignment - 0.2 - 0.2
Tax consulting 3.0 3.0 1.9 0.8
Other services 07 0.5 05 -
Total 4.5 13.3 25 1.7

Out of the remuneration to the auditors for 2022 the following relates to the audit firm
Ohrlings PricewaterhouseCoopers AB: Audit MSEK 0.3 (3.8), audit activities other than
auditassignment MSEK 0.0 (0.0), tax consulting MSEK 1.8 (1.5) and other services

MSEK 056 (0.2).

Group Parent Company
Otheraccounting firms 2022 2021 2022 2021
Audit 36 49 - -
Taxconsulting 34 32 - -
Other services 12 0.9 - -
Total 8.2 9.0 - -
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Note 28 | Expenses by nature

Group Parent Company

2022 2021 2022 2021
Raw materials and consumables 3,059.6 2,507.8 - =
Changesininventories of finished products and goods for resale,and workin
progress -1251 -46.9 - -
Expenses for employee benefits (notes 2and 21) 25234 2,288.6 61.3 56.1
Transportationexpenses 2258 186.0
Expenditure for own properties and rented premises 206.4 183.3 14 0.9
Advertisingand selling expenses 3341 2434 09 0.6
External services 88.0 69.8 57 26
Temporary employees 75.7 479 - -
Travelexpenses 59.9 264 23 04
Consumables 554 483 22 15
Electricity and water 854 53.9 - -
Own vehicle expenses 75.2 57.6 0.8 0.3
Otheroverheads 491 40.0 54 6.0
Contract manufacturing 1733 164.4 - -
Depreciation/amortisation andimpairment (notes 8, 11and 12) 4235 4409 - -
Other costs 204.2 2146 39 27
Total 7,513.9 6,526.0 83.9 711
The totalamount for raw materials and consumables refers to expensed inventory values.
Note 29 | Expenses for product development

Group Parent Company

2022 2021 2022 2021

Expensed overheads for product development 3432 310.6 - -
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Note 30| Hedging

A certain portion of the expected inflow of foreign currencies is hedged. Currency
hedges are primarily made using currency forward contracts. This refers primarily to
payments from foreign subsidiaries. The total hedging of future payments involving the
most sensitive net flowsin foreign currencies, as compared with the expected flows
during the coming six months was, as per the closing date, NOK 47 per cent, EUR O per
cent, GBP 56 per cent, CNY 57 per centand PLN 69 per cent. The nominal value of these
hedging contracts was MNOK 315 (34.5), MEUR 2.8 (1.8), MGBP 2.2 (2.6), MCNY 45.0
(36.0) and MPLN 3.9 (3.6). The Group does not apply hedge accounting for these
contracts. Had the Group redeemed its outstanding contracts on the closing date at the
currentforward rate, the earnings impact would have been anegative MSEK 4.9
(positive: 0.9). The Group applies hedge accounting where the purchase consideration
foracquired companies has to some extent been financed through borrowingin the
acquired company’s local currency. Net assets abroad that are subject tohedge
accountingamounted to MSEK 306.6 (289.8) and accumulated borrowings of MSEK
213.7 (196.4), which reflects ahedging quotient of 70 per cent (68). Annual translation dif-
ferences recognised in other comprehensive income concerning borrowings as hedged
net assets amounted to MSEK 17.3 (1.0) before deferred tax of MSEK 3.6 (0.2). Annuall
translation differences recognised in other comprehensive income concerning borrow-
ings as hedged net assets amounted to MSEK 27.6 (10.2) before deferred tax of MSEK
5.7 (21).

ReferalsotoNote 37.

Note 31| Changesin the Group’'s composition

COMPANIES DIVESTED IN 2021

Commtech Commissioning Services S.A., Spain

On 28 January 2021, Fagerhult completed the sale of 100 per cent of the sharesin
Commtech to Aire Limpio S.L.,aSpanish company based in Madrid. It had been decided
previously that Commtech’s core operations with local commissioning services were not
astrategic component of the Group’s operations. In 2020, Commtech had net sales of
MSEK 28 and 35 employees. A capital gain of MSEK 1.2 was generated on the sale of the
company for MSEK 12.0. The transaction had a positive effect of MSEK 8.3 on cash flow.

ACQUIRED COMPANIES IN 2021

Seneco A/S,Denmark

As part of strengthening Fagerhult’s connectivity offering for outdoor environments, the
Group has acquired the remaining 80 per cent of the sharesin Seneco A/S.

Senecois a Danish lighting connectivity company foundedin 2010 that offers
connected lighting systems. The system consists of a full wireless product range for
outdoor luminaires as well as an online portal for remote monitoring and integration with
otherinstallations. Besides creating safer outdoor environments, the systemleads to
significant energy savings and lower maintenance costs. Most of Seneco'sinstallations
are located in Denmark and adjacent European markets. In 2017, 20 per cent of Seneco
was acquired and since then we have noted good adoption of the technology across the
Group's companies. The acquisition was completed on 8 April 2021. The acquisition
price was MSEK 16.3 and resulted in a cash outflow of MSEK 15.8.
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Cont. Note 31

Sistemalux Inc.,Canada
Tostrengthen and further developits presence in the North American market, the
Fagerhult Group acquired the remaining 30% shares in Sistemalux Inc.

Sistemalux is based in Montreal, Canada, and has alongstanding business relation-
ship withiGuzzini. In addition to offering high quality lighting solutions under its own
brand, Sistemalux has been responsible for the successful launch of iGuzziniin the US
and Canada.In 2021, sales were MSEK 255. The acquisition price was MSEK 129.2,
which had acorresponding negative impact on cash flow.

LEGALRESTRUCTUREIN 2022 AND 2021

In2021. work started onrestructuring the ownership of the Group’s subsidiaries to
ensure that the ownership structure isin harmony with the operations. As aresult of
these efforts, in 2021, the following subsidiaries were transferred from Fagerhults
Belysning AB to the Group’'s Parent Company AB Fagerhult: Ateljé Lyktan AB, I-Valo OY,
Designplan Lighting Ltd, Eagle Lighting (Australia) Pty Ltd and Fagerhult GmbH together
with subsidiaries. In 2022, Veko Lightsystems International BV, the Netherlands, was
transferred from Fagerhults Belysning AB to the Group's Parent Company AB Fagerhult.
Alltransactions were conducted at book value. The internal transfers have not had any
impact on the consolidated financial statements, neither from an accounting perspec-
tive nor afiscal perspective. On1January 2022, Orlandi S.R.L,, ltaly, was merged withits
parent company iGuzziniilluminazione S.p.A, Italy.

Note 32 | Contractual assets and liabilities

The Group's contractual assets and liabilities pertain primarily to non-invoiced income,
see Note 15 and liabilities to customers in the form of customer bonuses, see Note 18 and
received orders, undelivered (order book). Per 31 December 2022, received orders,
undelivered amounted to MSEK 1,950.4 (1,890.2), of which the majority pertains to
deliveries for 2023.

Note 33 | Otheroperatingincome

Income from activities outside the Group’s primary operations is recognised as Other
operatingincome. Income in the form of state aid for Covid-19is includedin other
operatingincome and is recognised when there is reasonable assurance that the grants
willbe received and the Group willmeet the conditions associated with the aid. Of Other

operatingincome recognised, MSEK 0.0 (38.7) pertained to state aid related to Covid-19.

In September 2021, it was announced that the Board of Afa Sjukférsakringsaktiebolag
had decided to distribute a payment to certain employers pertaining to the collectively
agreed AGS healthinsurance. The payments were disbursed to those employers who
had previously received repayments of AGS premiums for 2004 to 2008 and who had
validinsurance agreementsin December 2020. The payment receivedin 2021was
MSEK 11.9 and was recognised under the item Other operatingincome.

Note 34 | Share capital

The share capitalin AB Fagerhult totals SEK 100,409,278 (100,409,278) distributed
amongst 177,192,843 (177,192,843) shares, with aquotient value of SEK 0.57 (0.57) per
share. The number of treasury shares was 1,046,064, with a quotient value of SEK
591,310. All shares outstanding entitle the holder to equal participationin the Parent
Company'’s assets and profit and are fully paid-up. Each share entitles the holder to
onevote.

2022 2021

Change in the number of shares outstanding

Number of shares outstanding at beginning of year 176,146,779 176,146,779

Number of shares outstanding at year end 176,146,779 176,146,779
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Note 35 | Parent Company

The Parent Company’s business name is Aktiebolaget Fagerhult. The companyis a
limited liability company, registered with the Swedish Companies Registration Office,
withits registered office in the County of J6nkoping, the Municipality of Habo, and with
the Corporate Identity Number 556110-6203. The company’s visiting addressis
Fagerhult,Habo, Sweden. AB Fagerhultis the Parent Company in the Fagerhult Group,
one of Europe’s leading lighting groups. The Group develops, manufactures and markets
lighting systems for public environments. At year end, AB Fagerhult had approximately
8,847 (8,038) shareholders. The ten largest shareholders together hold 79.6 per cent
(80.2) of the shares outstanding.

Ownership structure (on 31Dec 2022)

Shareholder No.of shares %
Investment AB Latour 84,708,480 48.1%
Swedish National Pension Fund 14,384,861 8.2%
NordeaFunds 7,983,717 45%
BNP Paribas SEC Services 7,231,688 41%
Lannebo Funds 6,485,656 3.7%
The Svensson, family, foundation and company 4,805,388 2.7%
ING Luxembourg SA 4,015,000 2.3%
Swedbank Funds 3,965,930 2.3%
The Palmstierna family 3,890,392 2.2%
FMR, Fidelity (US) 2,818,612 1.6%
Other 35,857,055 20.4%
Number of shares outstanding at the end of the period 176,146,779 100.0%
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Note 36 | Proposed appropriation of profits

The Group's retained earnings according to the consolidated balance sheetamount to
MSEK 3,583.2(3,222.3).

The following profits (MSEK) are at the disposal of the AGM:

Translation exposure

Currency risk also arises in conjunction with the translation of foreign net assets and
earnings, so-called translation exposure. This currency risk is not hedged and refers,
primarily, to the translation of foreign subsidiaries’ income statements and balance
sheets. Earnings from foreign subsidiaries are translated into Swedish kronabased on
the average exchange rate for the year. The exposure of the Group's net assets outside
of Sweden hasincreased as operations there have changed from previously pertaining
to sales companies, to now also including production units. On the closing date, net
assetsin foreign companies corresponded to MSEK 6,173 (5,700) including goodwill.

Profit brought forward 3,666.0
Net profit for the year 1140.7
Total 4,806.7

The total number of dividend-bearing shares on 17 March amounted to 176,146,779.
The Board of Directors proposes that the profit be appropriated as follows:

to be distributed as dividends to shareholders, SEK 1.60 (1.30) per share 2818
Tobe carried forward 45249
Total 4,806.7

Note 37 | Risks

FINANCIAL RISKS
Currencyrisk
Transaction exposure
The Group's transaction exposure arises primarily in the Swedish companies where a
large proportion of revenue is generated by the global sales organisation andis notin
SEK. Other companies mainly conduct operationsin their national markets where
revenue and costs are in the same currency as each company’s functional currency.
Aside from currency risks on sales by the Swedish companies, risks also arise from
theimport of raw materials and components. Altogether, the Swedish companies have a
surplusinflow of foreign currency. The direct commercial foreign exchange flow, after
net calculations of flows in the same currencies, shows a surplus of MSEK 56 (8).In
additionto this, thereis also anindirectimpactin conjunction with the purchase of raw
materials and components. This results, over time, in alower 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 paymentin the same currency. Inaddition, a certain portion
of the anticipated net inflow from sales and purchases is hedged by means of forward
contracts after individual assessment at 50 per cent for the coming six-month period. On
statistical assessment of the foreign-exchange position, a change in the Swedish krona
against other currencies of 1per cent, with all other variables being constant, would
impact the Group's earnings by about MSEK 1 (1). The financial instruments are managed
by the Parent Company’s senior management. The Group does not apply hedge
accounting for these contracts.

The Group applies hedge accounting where the purchase consideration for acquired
companies has to some extent been financed through borrowingin the acquired
company’slocal currency. Net assets abroad that are subject to hedge accounting
amounted to MSEK 306.6 (289.8) and accumulated borrowings of MSEK 2137 (196.4),
which reflects ahedging quotient of 70 per cent (68). Annual translation differences rec-
ognisedin other comprehensive income concerning borrowings as hedged net assets
amounted to MSEK 17.3 (1.0) before deferred tax of MSEK 3.6 (0.2). Annual translation
differences recognised in other comprehensive income concerning borrowings as
hedged net assets amounted to MSEK 27.6 (10.2) before deferred tax of MSEK 5.7 (21).

Aweakening of the Swedish krona by 1per cent with all other variables remaining
constant wouldresultinanincrease in equity of MSEK 62 (57) largely due to gains/
losses on the translation of EUR and GBP. A change in the Swedish krona of 1per cent
against other currencies would resultin adirectimpact on net sales in the subsidiaries of
approximately MSEK 71(60).

The sensitivity analysis for currency risk regarding translation exposure pertained to
receivables and liabilities at the end of the reporting period givenin a currency other than
the respective Group company’s functional currency. The table below shows exposure
per significant currency and the effect of a 1 per cent change in the exchange rate on
companiesin the Group.

Net Effect,
Currency Receivables Liabilities exposure 1%
AUD 46.9 175 294 0.3
CAD 75 0.2 7.3 0.1
CNY 20 46.2 -44.2 -04
DKK 13.8 13.0 0.8 0.0
EUR 2222 13141 911 0.9
GBP 734 95 63.9 0.6
NOK 174 0.2 17.2 0.2
SEK 47 33 14 0.0
usb 50.3 327 17.6 0.2
Other currencies 10.9 10.2 07 0.0
Total 4491 263.9 185.2 19
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Interest-rate risk

Fagerhult holds no significantinterest-bearing assets, whichis the reason the Group's
income and cash flow from operating activities are, in allmaterial aspects, independent
of changesin marketinterestrates.

The Group'sinterest-rate risk arises in conjunction with long-term borrowing. In
addition to pension liabilities of MSEK 1731 (173.4), interest-bearing liabilities totalled
MSEK 3,349.5 (3,419.2) and cash and cash equivalents were MSEK 1,291.7 (1,741.5).
Borrowing on the basis of floating interest rates exposes the Group tointerest-rate risk
asregards cash flow. Borrowing on the basis of fixed interest ratesimplies an inter-
est-raterisk for the Groupin terms of fair value. Group policy is to use a fixed-interest
period of three months. During 2022 and 2021, the Group’s borrowings largely
comprised loans with three-month fixed interest rates.

The Group analysesits exposure to interest-rate risk on adynamic basis. Various
scenarios are simulated, whereby refinancing, re-negotiation of existing trading
positions, alternative financing and hedging are takeninto consideration. Based on these
scenarios, the Group calculates the earningsimpact froma given change ininterest
rates. In each simulation, the same changein the interest rate is applied for all currencies.
The scenarios are simulated only for those liabilities comprising the largest inter-
est-bearing positions. Simulations performed show that the earningsimpact of a 1per-
centage point change would be a maximum of MSEK 33 (34), with the current capital
structure. The simulationis conducted quarterly 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 2022 had been 10
(10) points higher/lower, but all other variables had been constant, then gains after tax for
the financial year would have been MSEK 2.6 (2.6) higher/lower, primarily as an effect of
higher/lower interest expenses for borrowings with floating interest rates.

Creditrisks

Credit risks are managed at Group level. Credit risks arise if the counterparty does not
fulfilits commitments in conjunction with lending within the framework of cash manage-
ment policies and through credit exposure to clients and banks, including receivables
and agreed transactions. If the Group's customers have received a credit rating froman
independentratinginstitution, these ratings are used. Where noindependent credit
assessment exists, arisk assessment is made of the customer’s credit status in which
the entity’s financial position is considered, as well as previous experience and other
factors. Individual risk limits are set based oninternal or external credit ratings, inaccor-
dance with the limits set by the Group management. The application of credit limits is fre-
quently reviewed. No significantlosses occurredin either 2022 or 2021. Of the trade
receivables carrying amount, MSEK 450 (468) is covered by creditinsurance. A total
provision of MSEK 72 (97) was made for expected credit losses. The average confirmed
creditlosses amounted to 010 per cent (0.06) of net sales calculated for the next five
years.

Liquidity risk

Liquidity risk is managed by ensuring that the Group has sufficient cash and cash equiva-
lents and short-terminvestmentsin aliquid market, available financing through agreed
credit facilities and the possibility to close market positions. The Group has a strong
financial position. At present, no new borrowing requirements exist, but should such
requirements arise, thereis currently no difficulty in obtaining external credit, as long as
such credit meets certain covenants, on the borrower, such as debt-to equity and
interest coverage ratio, which are at present satisfied.

FAGERHULT GROUP ANNUAL REPORT 2022



Our numbers
The Fagerhult share
Five-year overview
Administration report
Corporate governance report
Board of Directors
Group Management Team
Annual accounts
Accounting policies

m Notes
Signatures
Audit report

Fagerhult Group

Cont.Note 37

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 contractual time to maturity, as of the closing date. The
amounts stated in the table are the contractual, undiscounted cash flows. For deriva-
tives, the fair value is presented because the contractual dates of maturity are not signifi-
cant for an understanding of cash flows. Amounts falling due within 122 months corre-
spond with the carrying amounts, as the effect of discounting is negligible.

Less Between Between Between Between More
than1 1and 2and 3and 4and than
year 2years 3years 4years 5Syears 5years

As of 31December 2022

Repayment of bank loans 153.0 2,003.3 132 11261 13.2 407

Payment of lease liabilities 145.2 187 94.8 787 675 2701

Interest payments?2 99,8 67.7 37.2 341 16 5.6
Trade payables and other
liabilities 7526 - - - - -

1,150.6 2,189.7 145.2 1,238.9 823 3164

As of 31December 2021

Repayment of bank loans 430.8 529 18408 119 1,034.6 48.2

Payment of lease liabilities 137.8 121 93.5 78.0 695 2946

Interest payments?2 32.2 28.8 210 1.7 10.6 4.2
Trade payables and other
liabilities 696.5 - - - - -

12973 1938 19553 1016 11147 347.0

) Of thisamount, MSEK 747.8 (681.6) pertained to Trade payables the majority of which fall due within
30days of the closing date.
2) Interest payments are based oninterest rate levels as of 31 December.

Capitalrisk

The Group's objective with regard to the capital structure is to secure the Group's ability
to continue operating, so thatit can continue to generate returns for shareholders and
benefits for other stakeholders, and to maintain an optimal capital structure to keep the
cost of capital down. 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 toreduce debt. The Group monitors capital on the basis of debt/equity ratio. This
ratiois calculated as interest-bearing liabilities in relation to equity. The debt/equity ratio
on 31December 2022 was 2.5 per cent (2.3).

OPERATIONAL RISKS

Structural changes and changes in economic conditions

Market demand for the Group's products, and thereby the Group’s sales, are impacted
by factors outside of the Group’s control. An economic downturnin the markets where
the Group operates could resultinlower demand for the Group's products. The most
material sensitivity to the economic cycle is assessed at present to be the parts of the
Group’'s operations that deliver to customersin the constructionand property sectors,
and customersin the retail sector. In the same manner, structural changes in the markets
where the Group operates could give rise to lower demand for the Group's products. For
example, changed consumption patterns and an accelerated transition from physical
stores to online stores could negatively impact the segment of the Group's operations
that delivers to stores and warehouses. In both cases, the changes will negatively affect
the Group’'s operations, earnings and financial position.

Moreover, thereis arisk that the Group’s customersin sectors that are currently less
sensitive to the economy would be negatively affected by extended periods of weak
economic growth, high unemployment or other negative economic trends, primarily in
Europe, or general concernsin the euro-zone, with aresulting decline in the capacity to
pay. Accordingly,an economic downturn could negatively impact the Group's opera-
tions, earnings and financial position.

Competition

The Group meets direct competitionin all product segments and in allgeographic
markets. The Group's long-term growth and earnings are therefore dependent on
adapting to customers’ needs, changes inindustry requirements and onintroducing
attractive new products and services, in parallel with maintaining competitive pricing. To
maintain its competitiveness, the Group must predict customers'needs and ensure it
develops the products and services in demand with and accepted by these customers.
Should the Group fail to maintain a competitive position in terms of quality, product
prices, security of supply, brand recognition and abroad product offering, and/or fail to
adapt to changesin market conditions or otherwise successfully compete withits com-
petitors, this could have a negative effect on the operations, earnings and financial
position of the Fagerhult Group.

Allsegments and all markets entail the risk of new competitors capturing market
shares with the support of a product offering with which the Group cannot compete.
Such competing products and services could reduce demand for the products provided
by the Group. This could negatively impact the Group’s operations, earnings and
financial position.
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Geopoliticaland macroeconomicrisks

The Group has operationsin about 30 countries. The operations are exposed to risks
related to geopolitical concerns andinstability as a result of, for example, political or dip-
lomatic crises. war, terrorism, regional or cross-border conflicts, natural catastrophes,
strikes and other geopolitical circumstancesin the jurisdictions where the Group
conductsitsinternational operations. Over the last two years, the operations have faced
geopolitical challengesin, for example, Turkey and Russia. As aresult of the warin
Ukraine and the sanctionsjointly decided by the EU, adecision has been taken to wind
down the Group's operations in Russia. More information in this regardis available in the
company’s administration report. The Group alsoimports products to the UK andis
thereby exposed torisk related to Brexit. Factors and events similar to the above in the
operating environment could negatively impact the Group's operations, earnings and
financial position.

Inventoryrisk

Products held ininventories entail arisk of becoming obsolete as a result of outdated
technology or over production, if the Group is unable to adapt production to technolog-
ical developments or to customer preferences. In both cases, the changes could nega-
tively affect the Group's operations, earnings and financial position.

Operational risk

The Group's operations depend on reliable and efficient production units to ensure that
the products are delivered on time and meet quality expectations. The Group's opera-
tions could be affected by operational disruptions due to, inter alia, late orincorrect deliv-
eries, technical faults, labour law measures, accidents or erroneous administrative
routines. Thereis also arisk that those measures taken by the company to avoid disrup-
tions prove inadequate should alarger disruption occur. This could negatively impact the
Group's operations, earnings and financial position.

Supplierrisk

To be able to manufacture, selland deliver products, the Group depends on external
suppliers’availability, production, quality assurance and deliveries. Moreover, the Group
isdependent on afew main suppliers for LED components, which would take along time
toreplace. Faulty, late or missed deliveries from suppliers of different kinds could entail
that the Group's deliveries are in turn delayed or cancelled, or are faulty orincorrect,
which could have negative consequences for the Group's customer relations and lead to
lower sales. This could negatively impact the Group's operations, earnings and financial
position.
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Cont.Note 37

Risks pertaining to operating costs

The Group's costs for manufacturing products are impacted by costs for, inter alia, pur-
chasing manufacturing input materials. Those individual components that mostimpact
costs comprise electronic components and sheet metal. Large price changes forinput
material purchased by the Group could entail a negative impact on the Group’s opera-
tions, earnings and financial position.

Interms of the cost of adding value in the form of manufactured products, wage trends
for employees track the general wage trends in the labour markets of the respective
countries, whichinturnislargely dependent onthe economy as a whole. Unexpected
large wage increases and/or increased average sick leave among the Group’s staff could
entail anegative impact on the Group’s operations, financial position and earnings. The
cost of adding value to manufactured products also includes energy costs, which are
dependent ondevelopmentsin the environmental and energy sectors. Rising energy
costs could entail a negative impact on Fagerhult's operations, earnings and financial
position.

Product liability

The Group's products expose the Group to potential claims if the products do not
function as expected or prove to be defect, or if use of the products causes, resultsin, or
is claimed to have caused or resulted in personalinjuries, damage to property or other
negative effects. The Group's products make various safety risks relevant, including
electrical risks, mechanical risks, thermal risks and exposure to electromagnetic fields.
Requirements covering product liability, irrespective of whether they pertain to project
delays or other injuries, could prove costly and time-consuming to defend and could
potentially damage the Group’s reputation and resultin material negative effects for the
Group’'s operations, earnings and financial position.

Insurance

The Group purchases and manages Group-wide insurance policies for property and
liability risks, thereby creating co-ordination gains and cost advantages. The Group's
insurance programme encompasses, inter alia, a global liability insurance, which covers
general liability and product liability. Limits apply to the scope and amounts of the
insurance cover. For example, the cover does not encompass liability for delays and
faults that do not lead to product liability. There is arisk that the Group does not receive
full compensation for any damage that arises or claims that can be directed at the
company, which could have negative consequences for the Group’s operations,
earnings and financial position.

Dependence on key individuals

The Group is dependent on being able to retain and recruit employees and senior man-
agement with key competence. Thereis arisk that one or more members of senior man-
agement or key individuals leave the Group at short notice. Where the Group fails to
retain such key personnel,and/or fails in the future to recruit key personnel, this could
have negative consequences for the Group's operations, earnings and financial position.

Permits

Several of the manufacturing companies in the Group have operations thatin some form
require permits. The Group currently possesses all necessary permits, mainly environ-
ment-related, for conducting operations. However, there is arisk that these permits may
not be renewed or may be withdrawn or limited. Moreover, there is arisk that the Group’s
interpretation of applicable laws and provisions concerning the Group’s operations, or
therelevant authorities’ interpretation of these or their own established practices, are not
entirely correct, or that suchrules, interpretations or practices are changed. Such
changes could entail more permits being required for operations, which could be both
time-consuming and costly as well as negatively impact on the Group's operations,
earnings and financial position.

The environment

The operations of the Group have an environmentalimpact. As a result of the nature of
the operations, arisk exists that pollution or environmental damage is caused or has
been causedin the operations run by the Group. There is also arisk that the operations
previously conducted by other businesses at a plant or property, and which are now
owned by the Group, may have givenrise to pollution or environmental damage. Under
current Swedish environmental legislation, the entity conducting operations that have
contributed to environmental damage bears responsibility for rectifying the damage. If
the businessis unable to or lacks sufficient funds to rectify the damage, the acquirer of
the property, who at the time of the acquisition was aware of or should have discovered
the pollution, is responsible. This means that, under certain conditions, claims could be
directed at the Group for investigation, treatment or other remedial measuresinthe
event of the presence or suspicion of pollution contaminating soil, bodies of water or
groundwater. Such claims could negatively impact on the Group's operations, earnings
and financial position.

Arisk exists that future changes in environmental regulations could entailincreased
expenses and costs to enable continued production. Developmentsin Swedenand
internationally are heading towards stricter environmental rules, whereby new permits
are normally subject to lower limits for maximum environmentalimpact. Regulatory
changes could require significant new investments to enable continued production. If
the Groupis unable to meet these changes in a cost-efficient manner or to successfully
maintain the necessary permits, this could negatively impact on the Group's operations,
earnings and financial position.

Corruption

Fagerhult has operationsin some 30 countries on four continents. The Group has a
decentralised business model that, inter alia, entails that each subsidiary is responsible
for compliance with the Group's Code of Conduct. The large geographic spread and
decentralised control leaves the Group exposed to the risk of corruption. If any member
of management at any subsidiary should set aside the Code of Conduct's rules con-
cerning zero tolerance for corruption, this could damage the Group's reputation, lead to
lost business and leave the company liable to pay fines. This could result in significant
negative impacts on the Group's operations, earnings and financial position.
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IT risk

The Group needs to use IT systems to manage, inter alia, deliveries of products and input
materials as well as to receive and manage customer orders. Amajor part of the Group's
operationsis aimed at customers who set stringent requirements for reliable and exact
deliveries, whichinturn sets high requirements for functioning and secure IT systems
that are well-integrated with the company’s various business segments. Maintaining,
developing and investing in such systems requires significant capitalinvestment and
other resources. Thereis arisk that future investments requiredin IT systems willbe
greater than the company’s expectations. Moreover, there is arisk that the company’s
IT systems are disrupted by software and hardware issues, computer viruses, hacker
attacks and physical damage. Such problems and disruptions could, depending on the
extent, negatively impact on the Group’s operations, earnings and financial position. As
computer-aided technology has assumed anincreasingly greater scope within the
companies, security requirements have also increased. The functional security of the
databases and e-mail serversis checked via daily backups. Battery backup and diesel
generators provide protection against operational disruptionin the main manufacturing
facility in Habo, from where the majority of the Group’s computer operations are con-
trolled. Todate, no costs have arisen as aresult of damage. The internet connectionis
fixed and completely isolated from other networks via hardware firewalls. User access to
the systemis regulated via Group authorisations and entitlements based on actual
assignments and roles within the company.
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Cont.Note 37

SUSTAINABILITY RISKS

Invarious ways, Fagerhult's operations are associated with sustainability risks. In conjunction with the preparation of the Sustainability
Report, the most significant sustainability risks in our own operations and in our value chain have beenidentified. We have focused on the
specific areas stated in the Swedish Annual Accounts Act where we are of the opinion that operations significantly impact people and
the environment: the environment; personnel; societal conditions; respect for human rights; and anti-corruption.

Activity

Risk

Description/management

Product development

Product quality

Quality defectsinthe product canresultininjuries to customers or
impact the company’s reputation. Fagerhult has a quality policy and
guidelinesin place for product development and training, which aim to
maintain high quality and to reduce risks of the above.

The environment

Energy efficiency and
emissions

Increased cost of energy due tolegislation canlead toincreased
production costs. Fagerhult works continuously inall areas of
operations toreview energy needs and to work as efficiently as
possible.

Personneland
societal conditions

Workplace accidents

Fagerhulthas noted arisk that a workplace accident could occur that
couldleadtoinjury or loss of personnel. Fagerhult works daily with work
environmentissues and routines, and works proactively in activities
thatare assessed as having significant risk for injury.

Humanrights

Therisk of Fagerhult not respecting human rights is managed by
ensuring that all of the Group’s employees are familiar with the
company’s Code of Conduct, which is always signed upon
employment, and through continuous trainingin the code.

Anti-corruption

Anti-corruption

Corruption, orany employees breaking the law, canlead to finesand
lost business as well as affect Fagerhult’'s reputation. Fagerhult works
continuously with the issue and has a Code of Conduct that forms the
basis for everything we do and how we act. We conduct company
inspections upon acquisition, and all of the Group’s companies are to
comply with the applicable laws and regulations.

Sustainable supply chain

Ethicsand
humanrights

Fagerhult requires suppliers to fulfil the ethical standards we set for
suppliers and sub-suppliers and demands human rights be respected.
During the year, asupplier code of conduct has beenimplemented at
Fagerhults Belysning, and Fagerhult applies the prudence concept for
allrelationships.
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Note 38 | Events after the closing date

Between the closing date and the date on which this annual report was signed, no signifi-
cantevents or information has arisen concerning the circumstances per the closing date
or thereafter, which may have a positive or negative effect on the Group, or any of the
companies contained therein, and whichrequire any 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 withinternational
financial reporting standards, IFRS, as adopted by the EU, and that
they provide a true and fair view of the Group's financial position and
theresults of its operations. The annual report has been preparedin
accordance with generally accepted accounting principlesin
Sweden and provides a true and fair view of the Parent Company’s
financial positionand results.

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

Theincome statements and balance sheets will be submitted for
adoptionat the AGM on 25 April 2023.

Habo, 16 March 2023

Jan Svensson Eric Douglas CeciliaFasth

Chairman Vice Chairman Board member
Magnus Meyer AnnicaBresky Teresa Enander
Board member Board member Board member

Bodil Sonesson Magnus Nell Lars-Ake Johansson
Presidentand CEO Employee Representative Employee Representative
Our audit report was submitted on 17 March 2023.
KPMGAB
Mathias Arvidsson Jenny Jansson

Authorised Public Accountant
Auditor-in-Charge

Authorised Public Accountant
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Audit report

To the general meeting of the shareholders of AB Fagerhult, corp.id 556110-6203

Report onthe annualaccountsand
consolidated accounts

Opinions

We have audited the annual accounts and consolidated accounts
of AB Fagerhult for the year 2022. The annual accounts and con-
solidated accounts of the company are included on pages 100155
in this document.

In our opinion, the annual accounts have been prepared in accor-
dance with the Annual Accounts Act, and present fairly, in all mate-
rial respects, the financial position of the parent company as of 31
December 2022 and its financial performance and cash flow 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 present fairly, in all material respects, the
financial position of the group as of 31 December 2022 and their
financial performance and cash flow for the year then endedin
accordance with International Financial Reporting Standards
(IFRS), as adopted by the EU, and the Annual Accounts Act.

A corporate governance statement has been prepared. The
statutory administration report and the corporate governance

statement are consistent with the other parts of the annual
accounts and consolidated accounts, and the corporate gover-
nance statementisin accordance with the Annual Accounts Act.

We therefore recommend that the general meeting of share-
holders adopts the income statement and balance sheet for the
parent company and the group.

Our opinions in this report on the the annual accounts and con-
solidated accounts are consistent with the content of the addi-
tional report that has been submitted to the parent company’s
audit committee in accordance with the Audit Regulation
(537/2014) Article 11.

Basis for Opinions

We conducted our audit in accordance with International Stan-
dards on Auditing (ISA) and generally accepted auditing standards
in Sweden. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities section. We are inde-
pendent of the parent company and the group in accordance with
professional ethics for accountants in Sweden and have otherwise
fulfilled our ethical responsibilities in accordance with these
requirements.This includes that, based on the best of our
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knowledge and belief, no prohibited services referred toin the
Audit Regulation (537/2014) Article 51 have been provided to the
audited company or, where applicable, its parent company or its
controlled companies within the EU.

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

Other Matter

The audit of the annual accounts for year 2021 was performed by
another auditor who submitted an auditor “s report dated 16 March
2022, with unmodified opinions in the Report on the annual
accounts and consolidated accounts.

Key Audit Matters

Key audit matters of the audit are those matters that, in our profes-
sional judgment, were of most significance in our audit of the
annual accounts and consolidated accounts of the current period.
These matters were addressed in the context of our audit of, andin
forming our opinion thereon, the annual accounts and consoli-
dated accounts as a whole, but we do not provide a separate
opinion on these matters.
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Cont. Auditreport

Valuation of goodwill and brands

See disclosure 11 and accounting principles on pages 140-141in the annual account and consolidated accounts for detailed information

and description of the matter.

The book value of goodwill and brands amount to SEK 5,796 million as of 31 December
2022, representing 43% of total assets. Goodwill and brands with an indefinite useful
life should be subject to an annual impairment test. Other intangible assets are tested
whenimpairment indicators are identified.

Impairment tests are complex and include significant levels of judgments. The calcu-
lation of the assets’ recoverable amount is based on forecasts and discounted future
cash flow projections, which are established with reference to factors such as
estimated discount rates, churn-rates, revenue- and profit forecasts and predicted
long-term growth that may be influenced by management’s assessments.

We have obtained and assessed the group'simpairment tests to ensure they have been
carried outinaccordance with the technique stipulated in IFRS.

Furthermore, we have evaluated management'’s future cash flow forecasts and the
underlying assumptions, which includes the long-term growth rate and the assumed
discount rate, by obtaining and evaluating the group’s written documentation and plans.
We have also considered previous years' forecasts in relation to the actual outcome.

Animportant part of our work has also been to evaluate how changes to the assump-
tions may impact the valuation. The evaluation has been carried out by obtaining and
assessing the group’s sensitivity analysis.

We have also analysed the disclosures in the Annual Report and considered whether
they accurately reflect the assumptions that group management apply in their valuation
and whether they, in all material respects, are in line with the disclosures required by
IFRS.

Other Information than the annual accounts and
consolidated accounts
This document also contains other information than the annual
accounts and consolidated accounts and is found on pages 1-99
and 161-164. The other information comprises also of the remuner-
ation report which we expect to gain access to after the date of this
auditor’s report. The Board of Directors and the Managing Director
are responsible for this other information.

Our opinion on the annual accounts and consolidated accounts
does not cover this other information and we do not express any
form of assurance conclusion regarding this other information.

In connection with our audit of the annual accounts and consoli-
dated accounts, our responsibility is to read the information identi-
fied above and consider whether the information is materially
inconsistent with the annual accounts and consolidated accounts.
In this procedure we also take into account our knowledge other-
wise obtained in the audit and assess whether the information
otherwise appears to be materially misstated.

If we, based on the work performed concerning this information,
conclude that there is a material misstatement of this other infor-
mation, we are required to report that fact. We have nothing to
reportin thisregard.
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Responsibilities of the Board of Directors and the

Managing Director

The Board of Directors and the Managing Director are responsible
for the preparation of the annual accounts and consolidated
accounts and that they give a fair presentation in accordance with
the Annual Accounts Act and, concerning the consolidated
accounts, in accordance with IFRS as adopted by the EU. The
Board of Directors and the Managing Director are also responsible
for suchinternal control as they determine is necessary to enable
the preparation of annual accounts and consolidated accounts
that are free from material misstatement, whether due to fraud or
error.

In preparing the annual accounts and consolidated accounts
The Board of Directors and the Managing Director are responsible
for the assessment of the company’s and the group’s ability to con-
tinue as a going concern. They disclose, as applicable, matters
related to going concern and using the going concern basis of
accounting. The going concern basis of accounting is however not
appliedif the Board of Directors and the Managing Director intend
to liquidate the company, to cease operations, or has no realistic
alternative but to do so.

The Audit Committee shall, without prejudice to the Board of
Director’s responsibilities and tasks in general,among other things
oversee the company’s financial reporting process.
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Auditor’s responsibility

Our objectives are to obtain reasonable assurance about whether

the annual accounts and consolidated accounts as awhole are

free from material misstatement, whether due to fraud or error, and
toissue an auditor’s report that includes our opinions. Reasonable
assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with ISAs and generally
accepted auditing standards in Sweden will always detect a mate-
rial misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected toinfluence the
economic decisions of users taken on the basis of these annual
accounts and consolidated accounts.

As part of an audit in accordance with ISAs, we exercise profes-
sional judgment and maintain professional scepticism throughout
the audit. We also:

« |dentify and assess the risks of material misstatement of the
annual accounts and consolidated accounts, whether due to
fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinions. The risk of not
detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the over-
ride of internal control.

» Obtain anunderstanding of the company’s internal control rele-
vant to our audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company’s
internal control.

Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related dis-
closures made by the Board of Directors and the Managing
Director.

Conclude on the appropriateness of the Board of Directors’and
the Managing Director’s, use of the going concern basis of
accounting in preparing the annual accounts and consolidated
accounts. We also draw a conclusion, based on the audit evi-
dence obtained, as to whether any material uncertainty exists
related to events or conditions that may cast significant doubt
on the company’s and the group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor’s report to the
related disclosures in the annual accounts and consolidated
accounts or, if such disclosures are inadequate, to modify our
opinion about the annual accounts and consolidated accounts.
Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or condi-
tions may cause a company and a group to cease to continue as
agoing concern.

Evaluate the overall presentation, structure and content of the
annual accounts and consolidated accounts, including the dis-
closures, and whether the annual accounts and consolidated
accounts represent the underlying transactions and eventsina
manner that achieves fair presentation.

Obtain sufficient and appropriate audit evidence regarding the
financial information of the entities or business activities within
the group to express an opinion on the consolidated accounts.
We are responsible for the direction, supervision and perfor-
mance of the group audit. We remain solely responsible for our
opinions.
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We must inform the Board of Directors of, among other matters,
the planned scope and timing of the audit. We must also inform of
significant audit findings during our audit, including any significant
deficiencies ininternal control that we identified.

We must also provide the Board of Directors with a statement
that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all rela-
tionships and other matters that may reasonably be thought to
bear on our independence, and where applicable, measures that
have been taken to eliminate the threats or related safeguards.

From the matters communicated with the Board of Directors, we
determine those matters that were of most significance in the audit
of the annual accounts and consolidated accounts, including the
most important assessed risks for material misstatement, and are
therefore the key audit matters. We describe these mattersin the
auditor’s report unless law or regulation precludes disclosure
about the matter.
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Report on other legal and regulatory requirements

Auditor’s audit of the administration and the proposed
appropriations of profit or loss

Opinions

In addition to our audit of the annual accounts and consolidated
accounts, we have also audited the administration of the Board of
Directors and the Managing Director of AB Fagerhult for the year
2022 and the proposed appropriations of the company’s profit or
loss.

We recommend to the general meeting of shareholders that the
profit be appropriated in accordance with the proposal in the statu-
tory administration report and that the members of the Board of
Directors and the Managing Director be discharged from liability
for the financial year.

Basis for Opinions
We conducted the audit in accordance with generally accepted
auditing standards in Sweden. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities
section. We are independent of the parent company and the group
in accordance with professional ethics for accountants in Sweden
and have otherwise fulfilled our ethical responsibilities in accor-
dance with these requirements.

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

Responsibilities of the Board of Directors and the Managing Director
The Board of Directors is responsible for the proposal for appro-
priations of the company’s profit or loss. At the proposal of a divi-
dend, thisincludes an assessment of whether the dividend is justi-
fiable considering the requirements which the company’s and the

group’s type of operations, size and risks place on the size of the
parent company’s and the group’s equity, consolidation require-
ments, liquidity and position in general.

The Board of Directors is responsible for the company’s organi-
zation and the administration of the company’s affairs. This
includes among other things continuous assessment of the com-
pany’s and the group’s financial situation and ensuring that the
company’s organization is designed so that the accounting, man-
agement of assets and the company’s financial affairs otherwise
are controlled in areassuring manner.

The Managing Director shall manage the ongoing administra-
tionaccording to the Board of Directors’ guidelines and instruc-
tions and among other matters take measures that are necessary
to fulfill the company’s accounting in accordance with law and
handle the management of assetsin areassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration, and

thereby our opinion about discharge from liability, is to obtain audit

evidence to assess with areasonable degree of assurance

whether any member of the Board of Directors or the Managing

Director in any material respect:

« hasundertaken any action or been guilty of any omission which
can giverise to liability to the company, or

» inany other way has acted in contravention of the Companies
Act, the Annual Accounts Act or the Articles of Association.

Our objective concerning the audit of the proposed appropriations
of the company’s profit or loss, and thereby our opinion about this,
is to assess with reasonable degree of assurance whether the pro-
posalisin accordance with the Companies Act.
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Reasonable assurance is a high level of assurance, butis not a
guarantee that an audit conducted in accordance with generally
accepted auditing standards in Sweden will always detect actions
or omissions that can give rise to liability to the company, or that the
proposed appropriations of the company’s profit or loss are not in
accordance with the Companies Act.

As part of an audit in accordance with generally accepted
auditing standards in Sweden, we exercise professional judgment
and maintain professional scepticism throughout the audit. The
examination of the administration and the proposed appropria-
tions of the company’s profit or loss is based primarily on the audit
of the accounts. Additional audit procedures performed are based
on our professional judgment with starting point in risk and materi-
ality. This means that we focus the examination on such actions,
areas and relationships that are material for the operations and
where deviations and violations would have particular importance
for the company’s situation. We examine and test decisions under-
taken, support for decisions, actions taken and other circum-
stances that are relevant to our opinion concerning discharge from
liability. As a basis for our opinion on the Board of Directors’ pro-
posed appropriations of the company’s profit or loss we examined
the Board of Directors’ reasoned statement and a selection of sup-
porting evidence in order to be able to assess whether the pro-
posalisin accordance with the Companies Act.
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The auditor’s examination of the Esef report
Opinion
In addition to our audit of the annual accounts and consolidated
accounts, we have also examined that the Board of Directors and
the Managing Director have prepared the annual accounts and
consolidated accounts in aformat that enables uniform electronic
reporting (the Esef report) pursuant to Chapter 16, Section 4(a) of
the Swedish Securities Market Act (2007:528) for AB Fagerhult for
year 2022.

Our examination and our opinion relate only to the statutory
requirements.

In our opinion, the Esef report has been prepared in a format
that, in all material respects, enables uniform electronic reporting.

Basis for opinion
We have performed the examination in accordance with FAR'’s
recommendation RevR 18 Examination of the Esef report. Our
responsibility under this recommendation is described in more
detail in the Auditors’ responsibility section. We are independent of
AB Fagerhult inaccordance with professional ethics for accoun-
tants in Sweden and have otherwise fulfilled our ethical responsi-
bilities in accordance with these requirements.

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

Responsibilities of the Board of Directors and the

Managing Director

The Board of Directors and the Managing Director are responsible
for the preparation of the Esef report in accordance with the
Chapter 16, Section 4(a) of the Swedish Securities Market Act
(2007:528), and for such internal control that the Board of Direc-
tors and the Managing Director determine is necessary to prepare
the Esef report without material misstatements, whether due to
fraud or error.

Auditor’s responsibility

Our responsibility is to obtain reasonable assurance whether the
Esef report isin all material respects prepared in a format that
meets the requirements of Chapter 16, Section 4(a) of the Swedish
Securities Market Act (2007:528), based on the procedures per-
formed.

RevR 18 requires us to plan and execute procedures to achieve
reasonable assurance that the Esef reportis prepared in a format
that meets these requirements.

Reasonable assurance is a high level of assurance, butitis nota
guarantee that an engagement carried out according to RevR 18
and generally accepted auditing standards in Sweden will always
detect a material misstatement whenit exists. Misstatements can
arise from fraud or error and are considered material if, individually
or inaggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of the Esef
report.

The audit firm applies ISQC 1Quality Control for Firms that
Perform Audits and Reviews of Financial Statements, and other
Assurance and Related Services Engagements and accordingly
maintains a comprehensive system of quality control, including
documented policies and procedures regarding compliance with
professional ethical requirements, professional standards and
legal and regulatory requirements.

The examination involves obtaining evidence, through various
procedures, that the Esef report has been prepared in a format that
enables uniform electronic reporting of the annual accounts and
consolidated accounts. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of mate-
rial misstatement in the report, whether due to fraud or error. In car-
rying out this risk assessment, and in order to design procedures
that are appropriate in the circumstances, the auditor considers
those elements of internal control that are relevant to the prepara-
tion of the Esef report by the Board of Directors and the Managing
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Director, but not for the purpose of expressing an opinion on the
effectiveness of those internal controls. The examination also
includes an evaluation of the appropriateness and reasonableness
of the assumptions made by the Board of Directors and the
Managing Director.

The procedures mainly include a validation that the Esef report
has been preparedin a valid XHMTL format and a reconciliation of
the Esef report with the audited annual accounts and consolidated
accounts.

Furthermore, the procedures also include an assessment of
whether the consolidated statement of financial performance,
financial position, changes in equity, cash flow and disclosuresin
the Esef report have been marked with iXBRL in accordance with
what follows from the Esef regulation.

KPMG AB, Box 382, 10127, Stockholm, was appointed auditor of
AB Fagerhult by the general meeting of the shareholders on the
26 April 2022. KPMG AB or auditors operating at KPMG AB have
been the company’s auditor since 2022.

Stockholm 17 March 2023

KPMG AB

Mathias Arvidsson Jenny Jansson
Authorized Public Accountant Authorized Public Accountant
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Shareholder information

2023 Annual General Meeting
The Annual General Meeting of AB Fagerhult will be held on 25
April 2023 at Avagen 1in Habo.

Registration

Shareholders wishing to take part in the Annual General Meeting of
shareholders must be registeredin the Company'’s shareholders’
register kept by Euroclear Sweden AB on 17 April 2023 and notify
their intention to take part in the meeting to Fagerhult Group no
later than 19 April 2023. Registrations can be made via Fagerhult
Group’s website, www.fagerhultgroup.com or by telephone on

+46 08 40290 19 or by post to AB Fagerhult, AGM, c/o Euroclear
Sweden AB, Box 191,101 23 Stockholm, Sweden. When registering,
shareholders must state their name, personal identity number/
Corporate Identity Number, address, telephone number and regis-
tered shareholdings together with information about any proxies
and assistants. Shareholders taking part in the Annual General
Meeting under a proxy must submit the proxy to Fagerhult Group
before the meeting.

Dividend

The Board of Directors proposes to the AGM a dividend of SEK
1.60 per share. The proposed record day is 27 April 2023. In the
event that AGM adopts this proposal, the dividend will be distrib-
uted through the offices of Euroclear Sweden AB starting on 3 May
2023.

Nomination Committee

The Nomination Committee for the 2023 AGM comprises the fol-

lowing members:

« Jan Svensson, Chairman of AB Fagerhult (co-opted and ineli-
gible to vote)

« JohanHjertonsson representing Investment AB Latour

« Jan Sarlvik representing the Fourth Swedish National Pension
Fund

« BjérnHenriksson representing Nordea Funds

» Charlotta Faxén representing Lannebo Fonder

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

AB Fagerhult

Attn: Michael Wood
Tegelviksgatan 32

SE-116 41 Stockholm, Sweden
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Financial information 2023

« 25 April 2023 -Interim Report for Q1,2023

« 25April2023-2023 AGM

« 20 July 2023 - Interim Report for Q2,2023

« 27 October 2023 - Interim Report for Q3,2023

Distribution policy

The Annual Report is available only in electronic and downloadable
format at fagerhultgroup.com. Annual reports from previous years
are also available at www.fagerhultgroup.com..

IR contact

Michael Wood

CFO

+4673087 4647
michaelwood@fagerhultgroup.com

News, reports and share price performance

Follow us by subscribing to our press releases and financial
reports by e-mail and text message. You are also able to obtain
information on the share’s price performance. Register at
www.fagerhultgroup.com.
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m Financial definitions
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Fagerhult Group

Financial defi

Number of employees
Average number of full-time equivalents.

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

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

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

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

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

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

Netinvestments
Investments for the year in property, plant and equipment, less
income from the sale of non-current assets.

Net debt
Interest-bearing liabilities less cash and cash equivalents.

nitions

Earnings per share
Earnings according to the income statement inrelation to
the average number of shares outstanding.

Operating margin
Operating profit in relation to net sales.

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

Equity/assetsratio
Equity inrelation to total assets.

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

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

Other current assets

Theitemrefers tointerim receivables, advance payments to

suppliers, other receivables and Group receivables

163

For more information about the Key ratios and the definitions
applied, please refer to AB Fagerhult’'s website www.fagerhult-
group.comunder “Investor/Financial data/Financial glossary.”

The website also includes the definition of any Alternative Perfor-

mance Measures used whereas this report details the financial
aspecttothese.
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Fagerhult Group

Addresses

AB Fagerhult (publ)

AB Fagerhult (publ)
SE-566 80 Habo, Sweden
Tel: +46 (0)36 10 85 00
www.fagerhultgroup.com
info@fagerhultgroup.com

Arlight Aydinlatma A.S

Saray Mahallesi 205.

Sokak No:4

06980 Kahramankazan Ankara,
Turkey

Tel: +90 312 815 4661

Tel: +90 312 815 4661
www.arlight.net
arlight@arlight.net

ateljé Lyktan AB
Fyrvaktaregatan 7
SE-296 81 Ahus, Sweden
Tel: +46 (0)44 28 98 00
www.atelje-lyktan.se
info@atelje-lyktan.se

Designplan Lighting Ltd
16 Kimpton Park Way
Sutton, Surrey SM39QS
UK

Tel: +44 208 254 2000
www.designplan.co.uk
sales@designplan.co.uk

Eagle Lighting (Australia) Pty Ltd,
Australia

1749 Jets Court

Melbourne Airport, VIC 3045
Australia

Tel: +6139344 7444
www.eaglelighting.com.au

Fagerhults Belysning AB
Avagen1

SE-566 80 Habo, Sweden
Tel: +46 (0)36 10 85 00
www.fagerhult.com
info@fagerhult.com

iGuzziniilluminazione S.p.A
via Mariano Guzzini 37
62019, Recanti (MC)

Italy

Tel: +39 071758 81
WWW.iguizzini.com
info.hq@iguizzini.com

|-Valo Oy
Tehtaantie3b
FI1114500 littala
Finland

Tel: +358 105013000
www.i-valo.com
info@i-valo.com

LED Linear GmbH

Dr. Alfred-Herrhausen-Allee 20
47228 Duisburg

Germany

Tel: +49 2845 98462-0
www.led-linear.com
info@led-linearcom

LTS Licht & Leuchten GmbH
Waldesch 24

DE-88069 Tettnang
Germany

Tel: +497542/93 07-0
www.lts-licht.de
info@Its-light.com

OR Technologies Pty Ltd
70 Trenerry Crescent
Abbotsford, VIC 3067
www.organicresponse.com
info@organicresponse.com

Seneco A/S ‘Citygrid’
Bagekildevej 4
DK-8361Hasselager
Denmark
www.seneco.dk
info@seneco.dk
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Veko Lightsystems International B.V.
Witte Paal 38, Postbus 168

1742 NL Schagen

The Netherlands

Tel: +31224 273273

www.yeko.com

info@veko.com

WE-EF LEUCHTEN GmbH
Tépinger StraBe 16

29646 Bispingen
Germany

Tel: +49 5194 909-0
www.we-ef.com
info.germany@we-ef.com

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

UK

Tel: +44161330 6811
www.whitecroftlighting.com
email@whitecroftlight.com
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