Corporate Governance
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Decentralised governance with responsible decision making is one of Fagerhult’s strengths,
and permeates the entire organisation. The objective of corporate governance is to ensure that

this is conducted in a clear, effective, reliable and business oriented manner.

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

Audit Committee

Key
external
regulations

Swedish Companies Act

Nasdaq Stockholm’s Issuer Rules
Swedish Corporate

Governance Code (the Code)
Accounting rules and regulations
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Shareholders

Annual General Meeting

Board of Directors

Managing Director and CEO

Group Management

Local boards for the
respective subsidiaries

Subsidiaries (total 64)

Key Articles of Association

Nomination Committee

Remuneration Committee

internal Formal work plan for the Board of Directors and terms of reference for the CEO
regulations G jigelines 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 exercised at the Annual General
Meeting (AGM), or if appropriate, the Extra-
ordinary General Meeting (EGM), whichis the
company’s highest decision making body.

The AGM is to be held no later than six
months after the end of the financial year and
isusually held inlate-April to mid-May. At the
AGM, the shareholders elect the company’s
Board of Directors and appoint external audi-
torsand decide on their fees. Furthermore, the
AGM resolves on whether to adopt the income
statements and balance sheets, to approve
the appropriation of the company’s profit and
todischarge 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
8,342 (7,568). The largest individual share-
holder is Investment AB Latour, in which the
Douglas family are the main shareholders and
hold atotal of 47.8 per cent (46.3). For more
information on the ownership structure, share
capital, share price development, etc., please
refer to the section on the Fagerhult share on
pages 30—-31and to Note 35.

2020 Annual General Meeting
The 2020 AGM was held under appropriate
social distancing conditions on 23 June in Habo,
this of course affected the number of attendees.
Atotal of 5 (89) shareholders were physically
present at the meeting. Those attendingin
person held102,900,871shares, 58.4 per cent
of the votes with a further 18,814,569 shares, 10.7
per cent voting on the resolutions in advance.
The total voting population was 69.1(66.1) per
cent. Minutes from the AGM can be found on
Fagerhult’s website. All resolutions were passed
with the required majority. Below is a selection of
the resolutions passed at the meeting:
» The shareholders decided that no dividend
will be paid.
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« ltwas agreed to appoint 6 directors, as aresult
Eric Douglas, Cecilia Fasth, Morten Falken-
berg, Teresa Enander, Annica Bresky and
Jan Svensson were re-elected to the Board
of Directors.
It was decided, inaccordance with the
Nomination Committee’s proposal that the
total fees to be paid to the directors would be
unchanged at 2,675,000 SEK. Thisincludes
175,000 SEK for the audit sub-committee.
Jan Svensson was re-elected Chairmanand
Eric Douglas was re-elected as Vice Chairman.
Jan Svensson was co-opted (“adjungerad”)
to the Nomination Committee and he was also
granted the authority to appoint four additional
members, one each representing the four
largest shareholders and for the details of this
to be published no later thanin connection
with the Company’s third quarter report.
It was decided to re-appoint the current audi-
tors Ohrlings PricewaterhouseCoopers AB
with Peter Nyllinge as chief auditor, up until the
conclusion of the annual general meeting 2021.
It was decided to approve the board of direc-
tor’'s proposal on the principles for remuner-
ation to senior management.It was decided,
inaccordance with the board of director’s
proposal, toamend the company’s articles of
association with two amendments of editorial
nature and with the amendment that general
meetings may be heldin Habo, Jonkdping orin
Stockholm.
» The AGMresolved to grant the Board of Direc-
tors authorisation to buy back the company’s

Largest shareholders as per 31 august 2020

own shares, corresponding to amaximum of
10 per cent of total share capital, for the period
until the date of the next AGM.

Nomination Committee

The Nomination Committee is to be formed
after the Chairman of the Board has identified
the four largest shareholdersin the Company
in terms of the number of votes that are to make
up the Nomination Committee along with the
Chairman who is cop-opted (“adjungerad”).
Theidentity of these shareholdersis to be
based on the shareholders’ register and list of
nominees maintained by Euroclear Sweden
AB and refer to those shareholders registered
under their own names or as members of an
owner group as per 31 August 2020. It shall
not be necessary to change the composition
of the Nomination Committee if only marginal
changes in the ownership of shares occur
after this date. The mandate for the Nomi-
nation Committee is untila new Nomination
Committee is appointed.

The Nomination Committee consists of the
following individuals together with the names
of the shareholders that they represent; Jan
Svensson as Chairman of the Board of AB
Fagerhult (co-opted and not entitled to vote),
Johan Hjertonsson (Chairman of the Nomi-
nation Committee) representing Investment
AB Latour, Johan Stahl representing Lannebo
Fonder, Jan Sarlvik representing Nordea Funds
and Jannis Kitsakis representing The Fourth
Swedish National Pension Fund (AP4).

Share capital and

Name No. of shares voting rights, %
Investment AB Latour 84,228,480 475
Lannebo Fonder 13,846,541 78
Swedish National Pension Funds 10,976,990 6.2
BNP Paribas SEC Services 10,344,793 58
The Svensson, family, foundation and company 9,608,442 54
Nordea Funds 7,307,422 41
Palmstierna family 4,077,601 23
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The nomination committee ahead of 2021 AGM comprises:

Member of the Nomination Committee

Representing

Participation/votes, %

Member of the Nomination
Committee since

Jan Svensson (not entitled to vote) Chairman of the Fagerhult Board n/a 2008
Johan Hjertonsson — Chairman Investment AB Latour 475 2019
Johan Stahl Lannebo Fonder 78 2004
Jannis Kitsakis The Fourth Swedish National Pension Fund (AP4) 49 2020
Jan Sarlvik Nordea Funds 41 2020

Independent Independent Number of
Board of Directors Number of inrelation to inrelation to meetings -
elected by the AGM Elected Born Fee shares/votes the owners the Company participatedin
Chairman, Jan Svensson 2007 1956 750,000 45,000 Yes Yes 7
Vice Chairman, Eric Douglas 1993 1968 350,000 85,708,480' No Yes 7
Board Member, Cecilia Fasth 2014 1973 450,0002 9,205 Yes Yes 7
Board Member, Teresa Enander 2019 1979 425,0002 6,200 Yes Yes 7
Board Member, Annica Bresky 2019 1975 350,000 3,780 Yes Yes 6
Board Member, Morten Falkenberg 2017 1958 350,000 15,204 Yes Yes 7
Total 2,675,000 85,787,869 5 6 7

(48.7%) (83 %) (100 %)

1) Sumtotal of directly and indirectly held shares and shares representing other owners.
2) These feesinclude board fees as well as audit sub-committee fees.

The Nomination Committee for the 2021 AGM s
also 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
Nomination Committee collaborates with the
Audit Committee, which works with the evalua-
tion of the work of the auditors. The Nomination
Committee is to observe the guidelines that
apply to independent Board members under the
Swedish Corporate Governance Code when
making nominations to the AGM. Shareholders
have the opportunity to submit written pro-
posals to the Nomination Committee.

External auditors

The company’s auditor, elected at the AGM,
examines AB Fagerhult’s annual reportand
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consolidated accounts, the administration 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 standardsin
Sweden.

Atthe 2020 AGM, Ohrlings Pricewater-
houseCoopers were re-appointed as auditors,
with Peter Nyllinge as the Auditor-in-Charge.
Among his major auditing assignments, Peter
Nyllinge also has Sandvik AB and Saab AB.

The auditor participated at the Board and Audit
Committee meeting in February 2020 and there
reported on the 2019 audit. The auditor also
participated at the Audit Committee meetings

in August and December 2020 and February
2021.

Auditing of the Group’s companies around
the globe is coordinated by Ohrlings Price-
waterhouseCoopers. All of the activities of

companies with a significant scope of opera-
tions are audited by PricewaterhouseCoopers
inthe respective country with the exceptions
of the LED Linear, WE-EF and Veko groups
who have a full scope audit by other auditors.
For anumber of smaller companies, the auditis
performed by other accounting firms.

The Board of Directors
Board members
The Board of Directors determinesissues con-
cerning the Group’s strategic focus, finances,
investments, acquisitions, sales, organisational
matters and rules and policies. The Board of
Directorsis 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
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participations equivalent to 49 per cent (47)

of the company’s share capital and votes. The
trade unionrepresentatives are the only Board
members employed by the Company. The

CEOQ participatesinall Board meetings and on
occasion, other company employees participate
in Board meetingsinareporting capacity. The
company’s Chief Financial Officer serves as
the Board'’s secretary. For further information
concerning the Board members elected at the
company’s general meeting, refer to the section
concerning the Board of Directors on pages
46-47 of thisannual 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
containsrules 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 Direc-
torsand the CEO. The CEQ’s terms of reference
set out the CEO’s duties and obligation to report
tothe Board.

During 2020, seven, whichis one more
thanusual, Board meetings took place. One
of these was the statutory Board meeting and
the extra Board meeting, during June, was as a
result of the Covid-19 pandemic. 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 anin-depth review of, one of the Group’s
companies, but due to Covid-19 this was not
possible during 2020. One meeting per year is
assigned additional time, and at this meeting a
specific focusis placed on strategicissues.

During 2020 the Board held 6 normal Board
meetings and 1statutory Board meeting. The
auditor of the company is present at Board
meetings when needed, normally once ayear.
Notices and supporting documents are sent
to the Board one week in advance of the Board
meetings. Whenissues are to be decided
upon, the Board usually receives supporting
documents concerning these issues wellin
advance. The Board appoints two different
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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 matters related to
eacharea.

Board of Directors’ independence
Fagerhult's Board meets the stipulationin the
Code that amajority of the elected members are
independent of the company and its manage-
ment, and that at least two of the members are
independent in relation to major shareholders
(thatis, ownership exceeding 10 per cent).

See the table on page 41. The Chairman of the
Board, Jan Svensson became independent
from1September 2019. Eric Douglas repre-
sents 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 mem-
ber meets the independence requirementsis
announced in connection with the Committee’s
proposal.

The work of the Board in 2020

The Board met seven times during the year, with

one of these meetings being the statutory Board

meeting. Five of the six meetings were fully

attended by the Board. Only one meeting had

one member absent. The company’s auditor

was present at one of the Board meetings and

three Audit Committee (AC) meetings. These

were the Board and AC meetingsin February

that addressed the annual accounts for 2019

plus 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

« Theimpact, effects and response to Covid-19

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

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

The Audit Committee

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

In 2019, the AC was established as Cecilia
Fasth as Chair and Teresa Enander as member.
The CFO and auditor attended all three AC
meetings during the year. Allmembers of the AC
attended the three meetings during 2020. The
Chair of the AC gave a brief report to the Board
at the February and December Board meetings.

The Remuneration Committee
The work of the Remuneration Committee s,
on behalf of the Board, to prepare and negotiate
issues concerning the salary and other remu-
neration to the CEO, and to approve the CEO’s
proposals for salaries and remuneration for the
other members of senior management.

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
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any Group-wide bonus system and option pro-
grammes. 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

Fagerhult’s President and CEQO 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 CEQis assisted by Group Management,
consisting of the heads of business areas and
staff units. 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 CEO s responsible for bringing
matters to the attention of the Board and for
motivating proposed decisions. The CEQ s
responsible for and reports onan ongoing basis
to the Board on the company’s development. In
addition, the CEO leads the work of the Group
Management and makes decisionsin consul-
tation with other members of management.

The CEO owns 12,106 shares in the company
and thisis stated in the presentation of the
management on pages 48—49. The holdingis
not classified as significant and the CEO has no
partnership in 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
head of Strategy & Communications plus three
managers with responsibility for the business
areas.

Group Management has had regular weekly
and monthly meetings 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 Board for decision. During

FAGERHULT GROUP ANNUAL REPORT 2020

2020, aconsiderable number of meetings and
time was devoted to the Covid-19 pandemic
anditsimpact on the Group. Also during the
first quarter the new strategic alignment, new
business area set up and new Fagerhult Group
branding were launched.

Management of subsidiaries

Fagerhult’'s operations are organised into four
business areas whichinclude 64 subsidiaries.
The operations of the respective subsidiaries
are controlled by their Boards. The Boards of
the subsidiaries consist of, among others, the
managing director of the subsidiary, at least one
business area manager and, in most cases, the
Group’s CEO and Group’s CFO. A formal work
planis established annually for each subsidiary,
inwhich responsibilities and authorities are
clearly delegated and where the work of the
subsidiary’s Board is governed.

Fagerhult has a decentralised structure, with
astrong focus onresponsibility and perfor-
mance, which combines with clear, Group-wide
processes to realise synergies. The Company’s
senior managers and specialists meet continu-
ously toreachabroad consensus onimportant
issues.

Fagerhult’'s Code of Conduct and Fagerhult’'s
global presence demand that our employees
and business partners take responsibility
for themselves and for each other. The Code
clarifies Fagerhult’s position onissues related to
human rights, labour conditions, the environ-
ment, business ethics and communication.

The Code applies to all Fagerhult employees
regardless of their position. The Board and
Group Management have a particular respon-
sibility to promote the application of the Code
of Conduct. The Code is also communicated
toall of Fagerhult’'s business partners with the
expectation that itis complied with. Fagerhult
actsas areliable and honest Group that lives
up toits commitments. Fagerhult believesin
long-term business relationships in which we,
together with our business partners, create a
basis for strong financial results, concern for the
environment and social commitment.

Remuneration to the

Management and Board

Guidelines for remuneration

to senior management

The existing policies, for 2020, are that remu-
neration to the CEO and other senior manage-
ment consists of a fixed basic annual salary plus
anannual variable remunerationin the form of a
bonus scheme tied to relevant and appropriate
performance measures plus acompany car
benefitand a pension scheme with contribu-
tions made by the employer and employee.
Annual variable remuneration is based on
achieving goals and is maximised at 30-50 per
cent of the fixed basic annual salary.

In2012, along-termincentive scheme was
introduced in the form of a performance-based
share-savings plan for senior management.
The first scheme was in place between 2012
and 2015 and the AGMs in 2013 t0 2019 inclu-
sive alsoresolved to approve share-savings
plans that each extended over three years.
Due to Covid-19 there was no such scheme
for2020.

The remuneration to senior management
supports the company’s strategy and long
term development and sustainability in several
ways. Firstly, the total compensationis sched-
uled during the current year as abasic salary plus
the annual bonus aimed at improving the overall
result. Most importantly the long-termincentive
scheme seeks performancein the longer,
two-three year term by focusing on sustained
delivery. Secondly, the annual bonus scheme
is frequently focussed on specific longer term
aspects, for example sustained growth. Also,
the annual schemes and long term schemes tie
employees in together working in teams.

Fixed annual basic salaries for staff and
senior management are reviewed simultane-
ously, thereby ensuring consistency of levels
ofincrease. Often, there are many members of
staff who are offered an annual bonus scheme,
which againis tied to similar performance
criteria to those of senior management.

The establishment and development of the
executive remuneration policy is made by a
combination of the board and the remuneration
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committee, sometimes with input from the
market outside.

For 2021, at the Annual General Meeting,
the above policies plus an additional variable
remuneration scheme will be proposed. The
additional variable remuneration, referred to
as amedium-termincentive (MTI) scheme has
two fundamental motivators. Firstly, there was
no long-termincentive scheme introducedin
2020 and secondly the MTI scheme is designed
toreturn the Fagerhult Group to pre-Covid-19
levels of net sales by the end of atwo year
period. The MTI scheme covers the two year
period 2021t0 2022, closing at 31 December
2022. The scheme is a one-off scheme and
will not be repeated in 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 a maximum of up to abonus
payment of 30 per cent (in total, not each year)
of fixed annual basic salary. For additional
information see Note 2.

Long-termincentive scheme
In2012,along-termincentive scheme was
introduced in the form of a performance-based
share-savings plan for senior management. The
first plan was approved by the 2012 AGM and
runs from2012to0 2015. The AGMs in 2013 to
2019 inclusive also resolved to approve addi-
tional share-savings plans that each extended
over three years. Due to Covid-19 there was no
such planintroduced during 2020.

For further information on guidelines for
remuneration, please refer to the material
enclosed with the notice of the AGM. For
additional information; see Note 2.

Remuneration to the Board

Fees payable to Board members are deter-
mined annually by the AGM. Board members
who are also employees of the company receive
no Board fees. From 2019 fees were also
payable to members of the Audit Committees,
separate to the standard Board fee. In 2020,
remuneration was paid in accordance with the
table on page 41.
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Code of Conduct

@ Ourglobalpresence demands that our
employees and business partners take
responsibility for themselves and for each
other. Therefore, we have created aregula-
tory 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 expecta-
tion thatitis complied with.

@ OurCode of Conduct states, amongst
other things, that we will act as areliable and
honest Group that lives up to its commit-
ments. We believe 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 auditors
In2020, remuneration was paid in accordance
with Note 27 on page 84.

Internal control of financial reporting
Internal control aims to ensure accurate and
reliable financial reporting and accountinginline
with applicable laws and regulations, account-
ing 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
documented and communicated in governing
documents. One example is the division of
responsibilities between the Board and the
CEO andinstructions regarding the delegation

of authority, as well as instructions applying to
the accounting and reporting. Important internal
controlinstruments include Fagerhult’s Code
of Conduct and values. The Codeincludes
principles governing how businessis to be
conducted and was reinforced during late 2019
as 1,694 managers across the group underwent
anonline training and testing process. This
process will be repeated during 2021. These
values represent along-term commitment
and ashared base connected to the business
concept and strategies guiding employeesin
daily operations.

Fagerhultis characterised by a decentralised
organisation based on goal-oriented manage-
ment, where good performances are rewarded.

Financial reporting to the Board

The CEQ isresponsible for ensuring that the
Boardreceives 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 pro-
cedures for annual reporting and for follow-up
of reported annual accounts. Fagerhult’s Board
regularly assesses reporting fromarisk per-
spective. As a support for these assessments,
profit/lossitems and balance-sheetitems are
compared with previous reports as well as
budgets and forecasts. The risks identified in
the financial reporting are managed through
the Group’s control structure. In addition to
assessing the risks in the financial reporting, the
Board and management work continuously to
identify and manage significant risks affecting
Fagerhult’s business from an operational and
financial perspective. Read more about risks on
pages 85-88.
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Control activities and follow-up

Control activities involve all levels of the organ-
isation 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 communicated to
the relevant personnel. The activities also limit
risk from the identified risks. The Group’s central
control function analyses and monitors budget
deviations, prepares forecasts, monitors sig-
nificant variations between periods, and reports
these to others within the organisation, thereby
minimising the risk of errors in the reporting.
Control activities also include follow-up and
comparisons of earnings trends or significant
individual items, account reconciliations and
balances, and the approval of all proxy and
attestationinstructions, as well as accounting
and valuation principles.

Monitoring of the effectiveness and compli-
ance with these control activities takes place
through programmed controls and through indi-
vidually established procedures. The Group has
asharedreporting systemin which all reporting
is carried out. Financial follow-up is carried
out by Group Management in conjunction with
regular visits to the subsidiaries, in parallel with
development of the control function.

Information and communication
Fagerhult continuously provides information
about the Group’s performance and financial
position to the market. The quality of exter-
nal financial reporting is ensured through
various activities and procedures. The CEQ s
responsible for the accuracy and high quality of
allinformation provided, for example, financial
press releases and presentation materials for
various meetings with the media, shareholders
andinvestors

The policy isintended to ensure that
Fagerhult'sinformation requirements are met
inanaccurate and complete manner. The most
important governing documents, in the form of
policies and instructions, are kept up-to-date
and are communicated via the appropriate
channels, mainly electronically.
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Internalinformation and communicationis
about creating awareness among the Group’s
employees about external and internal gov-
erning instruments, including authorities and
responsibilities. During 2019 the 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.
The significant update to the internal controls
document was the addition of anIT internal
controls section.

Fagerhult’s whistle-blower policy means
that each employee has the right toreport
suspected breaches of laws or regulations
without fear of reprisal.

Evaluation of the need for
aseparate 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 department continually monitors com-
pliance with the company’s governance model,
reporting principles and policies. In addition, the
Finance department conducts ongoing analyses
of the company’s reporting and financial results
togainassurance regarding the trend.

Together with the controls implemented
by the Group’s management and the different
business areas’ existing control functions,
discussions with the company’s external
auditors concerning 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.

Activitiesin 2020

During the year there were two main focus areas.
Firstly, to deal with the challenges arisingas a
result of the Covid-19 pandemic and secondly
tolaunch the new strategic alignment process,
new business areas and begin to develop the
new 5 year strategy. The strategic alignment
process was successfully launched during the
first quarter, it has identified good opportunities
for growthineach business area and the new
strategy for business area Infrastructure and

Premium have both been communicated to

the Board, approved and initiated. During the
early part of 2021the strategy for business
areas Collection and Professional will also be
communicated. Also during 2020 the Group has
disposed of Lighting Innovations in South Africa
as this was not considered a key strategic focus
area for future investment.

From atechnology perspective there has
been significant progress. We continue the
development of a connectivity strategy utilising
the OR Technologies businessin Australiaas
the foundation. This has been akey project
during the year and the Group’s competences
in ORT have been expanded in the northern
hemisphere with the establishment of anew
competence centrein Linkdping, Sweden.

The Group continues to look at the declining
retail segment and how to address thisinthe
future where the operational set up will be critical
in order to remain competitive. Within each new
business area, focus and collaboration has been
the message and this has determined significant
growth opportunitiesin each business area.

Due to Covid-19, activities alsoincreasedin
the area of financial management and managing
the business during areduced period of activity;
reducing costs, generating cash, improving
working capital and scaling the Group’s operat-
ing businesses for 2021and beyond where we
see agradual recovery. Focus and priority has
also been given to many senior level recruit-
ments, particularly within the local management
functions as businesses transition from family
owned to becoming members of alisted group.

Following the update of the Minimum Control
Requirementsin 2019 and the initial issue of the
Financial Internal Guidelines, follow up work has
been performed locally toimprove the internal
controlin many businesses with the process
and results being discussed by the auditor,
the Audit Committee and the CFO. This work
continues with further internal control improve-
ments. The Minimum Control Requirement
document and process is based onthe COSO
framework and the follow-up of internal control
pursuant to these guidelines has become an
integrated part of Group governance.
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