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Mobility drives healthier

outcomes

There is a clear connection between mobility and people’s physical and mentall

well-being. Creating the best opportunities for mobility is therefore at the
very core of providing high-quality care. We have seen how empowering

movement can quickly improve both clinical and financial outcomes. As a
leading specialist in the field, we work continuously to promote mobility
- with the aim of creating better results for patients, caregivers and the

entire healthcare system.

Arjo’s journey began with the entrepreneur and founder,
Arne Johansson, in 1957. When he understood the burden
his wife experienced as a nurse, he had found his mission
in life. He decided to develop equipment that would make
it safer to move patients, and support the healthcare
professionals taking care of them. The first Arjo products
saw the light of day, followed by many, many more. Today,
our solutions help improve patient mobility in care settings
around the world, and drive healthier outcomes for
everyone involved.

The power of movement

For more than 60 years, we have had a close cooperation
with healthcare providers, giving us an in-depth under-
standing of their daily cﬁallenges. Together, we strive to
minimize patient challenges such as loss of muscle strength,
blood clots, pressure injuries, falls, anxiety and depression,

as well as work-related injuries among staff. Our products
and solutions are designed to promote a safe and dignified
experience through patient handling, medical beds, per-
sonal hygiene, disinfection, diagnostics, and the prevention
of pressure injuries and venous thromboembolism.

As a Mobility Outcome Partner for healthcare, we offer
solutions where we. tagether with niir cnstomers, assass the
unique needs of each care setting. Arjo develops tailored
programs that, in addition to the right equipment, also
ensure the right skills and work methods for staff. Working
closely with customers, we assume responsibility for
creating a change in rare practicres tn achigue improved
clinical and financial outcomes, Based on this holistir
approach, we are addressing a market that is ten times
larger than the market in which we currently operate.
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fak
>6,000

Employees globally

>100

Number of countries

d
9,078

Net sales, SEK M

where Arjo sells products
and services
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INVEST IN ARJO

"It is very important to keep

. moving and to be able to
move on my own.' _

PETER GENYR PARALYMPIC GOLD
MEDALIST - BELGIUM -




INVEST IN ARJO

Five reasons to
invest in Arjo

Contributing to a sustainable future - for
healthcare, society and the environment

The core of our business is to contribute to a sustainable healthcare system, using the right
care skills, equipment and care settings. We take a holistic responsibility for reducing our
environmental impact and ensuring a high level of business ethics.

Active on a market with attractive, long-term
growth potential

The growing and aging global population leads to a continuously increasing need for healthcare.
Arjo’s addressable market is now growing an average of 3% per year. By offering outcome-
based solutions that go beyond the actual product and by entering new areas, such as leg ulcer
treatment, we cater to a far broader market with greater growth potential moving forward.

Global presence with leading market positions
in both acute and long-term care

Arjo’s products and services are sold in more than 100 countries. With more than 60 years of
experience, we are one of the market leaders.

Profitable growth and strong cash flow

Since the listing in 2017, Arjo has reported average annual organic sales growth of 3.6%.

In the same period, reported annual EBITDA growth was at an average just over 13%. At the
end of 2020, cash flow from operations amounted to SEK 2,267 M, an increase of more than
SEK 1billion compared to year-end 2019.

Strong potential for the future - Arjo is
well-positioned to become a leader in
outcome-based solutions

Arjo's operations feature a long history of clinical know-how and an in-depth understanding of
customer needs. Following the new strategy, the Group is moving away from selling products to
increasingly offering outcome-based solutions. Arjo will continue to invest in geographic expansion,
new technology and new business models, while continuing to enhance operational efficiency.

2020 ANNUAL REPORT



Looking back on 2020, we see a year unlike any other in modern times - where our lives and

society were completely dominated by the pandemic. Healthcare around the world experienced
extensive challenges, and everyone did their best to work together to find solutions to acute
problems. For Arjo, it was a year in which we re-prioritized and coordinated our efforts to

support the healthcare sector in specific areas related to Covid-19.

The coronavirus pandemic has changed
healthcare significantly in a very short time.
Major challenges arose in country after
country, and were managed through both
established and entirely new actions, with
the intent of saving lives and providing
high-quality healthcare.

« Initially there was an urgent need for personal
protective equipment and disposables, and
massive efforts were made to secure supply.

« Hospitals around the world were forced to
rapidly change their entire infrastructure to
open more wards and manage the specific care
and rehabilitation needs of Covid-19 patients.

2020 ANNUAL REPORT

* Digital solutions for providing easy and safe
remote care were quickly implemented,
offering much appreciated alternatives for
both healthcare providers and patients.

* A greater need for collaboration and shar-
ing knowledge between healthcare facilities
resulted in the formation of global work
focused on clinical expertise in Covid-19,

* The increasingly high pressure situation for
healthcare professionals presented a need
to protect their safety and ensure reasonable
working conditions.

“We can take many learnings

from the year. Our ability to
navigate the complex and
changing landscape, and
commitment to support our
customers and thereby our
patients in this critical time,
has elevated Arjo in many
ways.”

PAUL LYON - PRESIDENT GLOBAL
SALES, ARJO.



Arjo geared up to
support healthcare

In 2020, we leveraged the agility and flexibility of our
organization to meet the changing needs, and pooled
our resources in the areas where the healthcare
sector needed them the most.

A YEAR IN THE SHADOW OF THE PANDEMIC

For example, our production units in
Poznan, Poland, and Suzhou, China,
worked day and night to meet the
higher global demand for medical
beds and therapeutic mattresses.

The rising need for acute care also
generated an increased interest in
our rental solutions. Through these
solutions, we are able to offer our
customers flexible access to a wide
range of products, including medical
beds, raising and standing aids, hygiene
solutions and specialist care equipment.

New approach to training,
support and service

Since physical meetings have not been
possible, we developed a number of
digital solutions, such as remote ser-
vices and webinars on important
subjects such as critical care and
rehabilitation. Over 4,000 people took
part in 14 webinars during the year.

Skills and solutions for
improved care

A key insight gained from caring for
seriously ill Covid-19 patients was that
prone positioning helped increase their
oxygen intake, so the use of ventilators
could at times be avoided. However,
without the necessary equipment, five
people are needed to turn a patient,
causing continuous disruptions and
strain for personnel.

“With automated solutions such as
Arjo RotoProne®, we can provide care
for many patients in a safe way. it both
frees up resources and provides oppor-
tunities for better care,” says Greg
Margolin, DO, FCCM, Adult Intesivist
in the US.

Support and equipment for
rehabilitation

The high number of Covid-19 patients
resulted in a greater need for post-care
rehabilitation. Arjo's standing, raising
and walking aids coupled with the right
skills and work methods help care
professionals in supporting patients
struggling to improve mobility. Read
more about how mobility is a key to
successful rehabilitation on pages 24-25.

Hygiene and infection control
in focus

The pandemic brought a greater
need for strict disinfection systems
and a high level of infection control,
setting new requirements for skills,
materials and equipment. Arjo offers
a series of solutions: everything from
high-performance flusher-disinfectors
to mattress covers with greater pro-
tection from disinfectant chemicals,
and therapeutic surfaces that are
easy to clean.

"We are very pleased with the great commitment Arjo has shown at all
levels. It has helped us in providing high-quality care in challenging
conditions. In the future, | see an increasing need for collahorations that

include all players in the value chain, where companies such as Arjo can
contribute with their expertise and solutions to further develop healthcare.”

GAUTAM KHANNA - CEO OF HINDUJA HOSPITAL IN MUMBAL, INRIA.
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OTHER KEY EVENTS 2020

Other key events 2020

February

WoundExpress™
kxcellent results from evuluution study

Excellent initial results were presented at the Wound
Cara loday canfaranre In 2020 i Aiiv's new innovative
WoundExpress therapy, following a multi-center clinical
evaluation at ten ciini¢s in the LIN and Sweden,

W READ MORE ON PAGE 27

May

Webinars to support health-
care during the pandemic

Arjo started a series of webinars
/ﬁ:-.‘ -  together with renowned
: experts based on the
PR ﬁ“u Y WHO's Cavid-19
e guidelines to meet
. . riging nasds fnr
nfurmation,
knowledge and in-
sights during the
&  pandemic. important
" __,u-'—' pr?rti;a was ?hared
—~—a 07 on & voricty of cubjects
from risk factors and treatment to supporting the
mobilization and rehabilitation of Covid-19 patients.

2020 ANNUAL KEPURT

March

Arjo supports UN Global

Compact

Bv supporting the UN Global Compact, we work to
incorporate the principles of this framework into our
corporate culture and daily operations, at both global
and local levels. Our involvement helps us to live up to
our values and act as a socially responsible company.

May

Arjo educates the organization
in MDR certification

Arjo has received certification under the new EU Medical
Device Regulation (MDR), which comes into effect at
the end of May 2021, Arjo started to digitally train the
organization in 2020 to ensure that employees understand
what the certification means for both us and healthcare.

September

Partnership with BrainLit

Arja signed an exclusive distribution agreement with
BrainlLit, an innovative Swedish lighting technology
company. Brainlit's BioCentric Lighting™ system is an
advanced, feedback-driven, self-learning system that
creates natural light environments that contribute to
improved health and well-being.
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September

Production reached record
volumes

The sharp increase in demand for products related to
caring for Covid-19 patients resulted in Arjo ramping
up production. An additional 35% of medical beds
were produced in the second quarter compared with
the same period in 2019, and 50% more in the third
quarter. We also tripled the production of our Nimbus
mattress system for active pressure redistribution.
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New strategy for 2021-2030

- launched at this year’s Capital Markets Day

Arjo arranged a virtual Capital Markets Day and presented
its 2020 strategy and outlook for 2030. The new strategy
builds on the strong foundation that has been established
and also outlines important steps for becoming a Mobility
Uutcome Partner. Our new brand promise of Empowering
Movement highlights and summarizes our belief that the
right conditions for mobility are key to high-quality care.
B READ MORE ON PAGES 14-23

December

Acquisition of AirPal
- a US company focused on patient transfers

AurPal has developed and patented Air-Assisted Lateral
Patient Transfer solutions that aim to minimize the risk
of injury to both patients and caregivers. The acquisition
expands Arjo’s portfolio in the strategically important
area of patient handling.

2021

OTHER KEY EVENTS 2020

October
Acquisition of equity stake in
Bruin Biometrics (BBI)

Arjo acquired an equity stake in Bruin Biometrics (BBI),
that develops solutions which, using the portable SEM
Scanner, identify risks of pressure injuries. The acquisition
gives Arjo exclusive global distribution rights and
strengthens our offering in the quickly growing wound
care segment.

B READ MORE ON PAGE 26

December

Launch of thc Arjo Sustainabilily
Framework 2030

Ever since the company was founded in 1957, Arjo has
devoted its efforts to making healthcare more sustain-
able. Ry lannching the ambitious Arjo Sustainabilily
Framework 2030, we have now taken the next step
toweards incroased sustainabilily.

Bl READ MORE ON PAGES 30-45
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CEO COMMENTS

JOACIM LINDOFF, PRESIDENT AND CEO

We will help shape

the healthcare of
the future

We put an exceptional year behind us, where we have adapted
the business to the current circumstances and supported

healthcare in a challenging time. At the same time, we

exceeded the targets that we set at the beginning of the year.
Three years have passed since we were listed in 2017, and
we are a significantly stronger company today. We are now
focusing on helping shape the healthcare of the future - at a
time when the need for delivering more care with fewer
resources has never been greater.

Looking back on 2020, | am especially proud
of how we supported healthcare in this difficult
time. The pandemic has tested the organiza-
tion's capabilities, and we have proven that
we have the stability and structure needed to
rapidly redirect and adapt to new conditions.
Our decentralized business model implies
that responsibility and decisions lie close to
customers. This enabled our organization to
demonstrate a fantastic drive in navigating
the market and capitalizing on the business
opportunities that arose. We have learned a
lot during the year - and found new ways to
work together, meet our customers and solve
their challenges. As a team, we have become
closer in many aspects, and overall Arjo has
now become a stronger organization. | am
very proud of and grateful for the hard work
of our organization, which has taken us
through the year with great success.

2020 ANNUAL REPORT

Profitable growth and a strong
financial position

The journey to build a profitable and growing
Arjo continued during the year, and the Group
grew organically by 3.9%. The pandemic brought
new market dynamics, focusing mainly on
meeting the acute care needs. Demand was
highin our rental operations, especially in the
US, and for medical beds. Simultaneously,
hospitals and long-term care facilities restricted
access, leading to a decline in sales within
categories like patient handling, hygiene and
service - all of which require in-person sales
and on-site customer installations. Postponed
elective care also had a negative effect on sales
inthe DVT category. All in all, we succeeded in
navigating the short-term challenges associated
with Covid-19, while continuing to pursue Arjo's
long-term agenda.
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CEO COMMENTS

Group profitability trended well during the year
and adjusted operating profit increased by more
than 30%. We strengthened our financial
position, and operating cash flow improved
by more than SEK 1 billion on a full-year basis
- which enables us to further invest in our future.

Responsibility for a sustainable future
During 2020, we further strengthened our
ambition within the sustainability area. Creating
conditions for a sustainable healthcare is at the
core of our business, and we already assume
a major responsibility for reducing our environ-
mental footprint. With our new Arjo Sustain-

. ability Framework 2030, we are raising our

ambitions regarding these important issues,
ensuring that we work systematically toward
set targets. Aligning with the Paris Climate
Agreement, we will reduce our already low
carbon emissions from production and trans-
portation by 50%. We have zero tolerance of
all forms of corruption, and put strict demands
on our suppliers and partners to meet the
same high level. In parallel, we are continuing
to build a culture where diversity, equity and

" inclusion are central values,

A stronger and more comprehensive
offering

The healthcare sector faces huge demographic
challenges and we engage in a continuous
dialog with our customers to ensure that our
product development is at the forefront.
WoundExpress is one such example, where
we have identified a gap in the treatment of
hard-to-heal leg ulcers, and developed a
solution that reduces both patient suffering
and significant healthcare costs.

With the addition of Bruin Biometrics (BBI)
and AirPal, we have strengthened our com-
petitiveness in pressure injury prevention
and patient handling, two areas with great

future potential. Initially focusing on the US
and UK, we'are now launching BBI's SEM
Scanner, a therapy for the early identification
of pressure injury risk. Together with our
pressure injury prevention products, this can
reduce both patient suffering and healthcare
costs. Read more about the SEM Scanner and
our solutions for the prevention and treatment
of hard-to-heal wounds on page 26-27.

New strategy for meeting growing
needs in healthcare

In November, we presented our new strategy
for 2030. By moving away from selling products
to increasingly offering more outcome-based
solutions, we can address a market that is
significantly larger than the market in which
we currently operate. We will continue to
improve operational efficiency, and also invest
in geographic expansion, new technologies
and new business models. Improving mobility
is a key factor in meeting many of healthcare's
most costly challenges, and Arjo is well-posi-
tioned to support healthcare in providing high-
quality care to more people, while using resources
more efficiently.

It is with pride that | look back on the journey
we started in 2017, and the fact that we have
delivered well above expectations on the
targets we set in our Arjo 2020 plan. We are
a significantly stronger company today, and
are now entering the next phase of our journey
toward continuing to build a sustainable and
profitable Arjo.

Joacim Lindoff
President & CEO

Five success factors in 2020

+ Operations were adapted to support healthcare in a challenging time

+ A decentralized organization enabled us to copivtolize on business opportunities

» We navigated short-term Covid-19 challenges while investing in our future

+ A strenghtened financial position resulting from dedicated work on operating capital

.+ We cantinnied to invest in our future, and strengthened our competitiveness with the addition of
Bruin Biometrics and AirPal '

10 2020 ANNUAL REPORT



KEY PERFORMANCE MEASURES
AND FINANCIAL TARGETS

ARJO'S FINANCIAL TARGETS

Key performance
measuresand
financial targets Torget 2

Average annual organic sales
growth of 2-4% per year

!

Outcome: 3.9%

Net sales increased organically
by 3.9% (3.9) in 2020 due to high
demand for medical beds and in the

SALES SALES rental operations in the US.
BY CUSTOMER CATEGORY BY GEOGRAPHY

@ Acutecare, 71% @ Western Europe, 46%

O Long-term care, 29% { ; North America, 40%

Q© Rest of the World, 14%

Target: >10%

:yfsiwcs TYPE profitability growth
Average recognized EBITDA growth of

@ Capital goods, 42% more than 10% per year.

. Rental, 27%

O Service, 16% i

O Disposables, 15%

Outcome: 9.8%

KEY PERFORMANCE MEASURES EBITDA increased by
9.8% (12.6"), and was positively impacted
by higher sales volumes, improved profit-
Net sales, SEK M 9,078 8,976 ability in the rental operations in the US,
Urganic growth in sales, % 39 10 ‘ and g(?bd cost contro.|. EBI I DA was held
EBITOA 1838 1675 back slightly by negative currency effects.
EBITDA groweth, % 9.8 12.6"
Adjusted EBITDA? 1,913 1,728
Adjusted CUHDA iy, % 210 19.2
Cash conversion, % 123.3 74.7 ‘ TO rget: 70%
Net debt/adjusted EBITDA 2.9x 3,4x9 " cash conversion
Equity/assets ratio, % 40.6 410 Cash conversion of more han 70%.
Net profit for the period, SEK M 526 403 \L
Earnings per shore, SEK* 1.93 1.48
Number ot shares, thousands 272,370 272.37Q OUtcome: "’1 23 . 3%
Dividend per share, SEK® 0.85 0.65 For the full-year, cash conversion

amounted to 123.3% (74.7), driven by
the Group continuing to work well with
working capital.

" Excluding IFRS 16,

2 Before exceptional items.

¥ Adjusted for impact of IFRS 16

“ Before and after dilution.

9 Dividend proposed by the Board of Directors.

2020 ANNUAL REPORT 11



STRATEGY 2018-2020

- Arjo 2020

- back to profitable growth

12

When Arjo became a standalone company in December 2017,
we launched a strategy based on five focus areas to return to
profitable growth. We have reached our goal of three years
profitable growth through a structured approach including a
number of operative measures, development projects, launches
and establishment of market presence. Today, Arjo is a stable and
more efficient organization with a strong commercial focus.
We have built a solid foundation for taking the next strategic steps
toward becoming a Mobility Outcome Partner for healthcare.

In 2018-2020, we:

Improved customer value

* Launched a series of new products such
as Sara® Flex, IndiGo®, Auralis® and
WoundExpress®

* Developed solutions to meet customer
needs in areas like early mobility and
dementia

* Strengthened our offering through ac-
quisitions and partnerships, for example,
ReNu Medical, Atlas LiftTech, Bruin
Biometrics (BBI) and AirPal

2020 ANNUAL REPORT

Strengthened
commercial focus

» Turned around the business to create
profitable growth and a stronger position
in the US - one of our most important
markets

o Established our own sales companies in
several new markets, for example, Japan,
China and Latin America, as well as a
strong distributor network in Africa and
Eastern Europe among other regions

* Invested in the long-term care segment
to resume a leading market position

Increased
operational agility

* Carried out several activities to optimize
the use of the Group's resources, such
as restructuring the rental operations to
improve profitability

» Established a solid basis for quality and
regulatory compliance, concentrating
on, for example, the forthcoming EU
Medical Device Regulation (MDR)

» Created a more agile cost base, which
generated advantages, for example, in
connection with the changes arising
during the pandemic

{
[



Grew our business and
people together

* Built an organization and work environ-
ment characterized by diversity, equity
and inclusion

* Implemented a long-term agenda to ensure
that Arjo is developing the necessary
leadership and skills to meet current and
future business needs

s Introduced an annual, global People Survey
to listen to our employees and ensure the
commitment needed to meet our strategic
objectives

Built a sustainable and
winning culture

« implemented Arjo's Guiding Principles
and Leadership Behaviors - shared core
values to promote a customer-voriented,
winning and sustainable corporate culture,
in which we together create added value
for healthcare

STRATEGY 2018-2020

PETER GENYN - PARALYMPIC GOLD
MEDALIST » BELGIUM

“"When Arjo was established as

a standalone company at the

end of 2017, the Group's
performance in the US had

been declining for many years.

By putting together a team

with the right skills, we ensured

that customers received the

.

suppart they wanted, and the

US is now one of Arjo’s strongest-
growing markets - with great

potential going forward.”

ANNE SIGOUIN - PRESIDENT, NORTH
AMERICA

2020 ANNUAL REPORT
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STRATEGY 2021-2030

NEW STRATEGY FOR 2021-2030

Improved moblllty |

in focus

Research shows that there is a clear connection between
mobility and people’s physical and mental well-being.
As a leading Mobility Outcome Partner for healthcare,
it is our mission to show how positive effects can be
created by improving mobility.

Together with our customer, we perform an assessment of the unique needs of each
care setting based on data regarding problem areas related to reduced mobility, such
as work-related injuries among staff, and pressure injuries, venous leg ulcers and falls
among patients. Arjo develops a tailored program that, in addition to the right equipment,
also secures skills and working methods for personnel. Working closely with the
customer toward joint goals, we assume responsibility for creating a change in care
practice, thus achieving improved clinical and financial outcomes. Based on this holistic
approach toward solving some of healthcare’s major challenges, we are addressing a
market that is ten times larger than the market in which we currently operate.

We are empowering movement towards:

Preventing immobility acquired
conditions

Immobility acquired conditions such as
pressure injuries and venous thrombo-
embolism (VTE) cause patients enormous
suffering and result in high cost for health-
care providers. This is often entirely avoid-
able with solutions for early mobility and
patient repositioning.

VTE results in the death of more than twice the
number of people suffering from breast cancer,

prostate cancer, motor vehicle accidents and
AIDS combined*

*Cohen AT et al,, 2007

2020 ANNUAL REPORT

Aiding the return to mobility
Reduced mobility due to illness or injury
accelerates muscular dystrophy, which can

lead to a strenuous and prolonged recovery.

Our products and systems are designed to
help promote safe and early mobility.

v 40%

Critically ill patients experience a reduction in
muscle strength of up to 40% in the first week of
immobility*

“Topp R, et al. The effect of bed rest and potentlal of
prehabilitation on patients in the Intensive care unit, AACN Clin
Issues. 2002,13(2):14

Eliminating work-related injuries
Each year, a large number of healthcare
employees are affected by work-related
injuries. By using the right equipment and
settings designed to simplify safe patient
transfers, many of these injuries can be
completely avoided.

50-60% /

50-60% of all global healthcare professionals are
affected by muscular skeletal disorders*

*American Nurses Association. Health and Safety Survey, 2017




Important benefits

of mobility

* Stimulates blood circulation, the function of the heart and

lungs, as well as bone and muscle structures

« Minimizes the risk of hospital-acquired conditions, both

physical and mental

* Helps to improve self confidence and independence

« Shortens iliness and injury recovery times

« Raises overall quality of life

Raising the quality of care and life
Healthcare is under pressure from the rising
number of elderly people and increasingly
complicated care needs. The right equipment,
environment and skills can empower staff to
provide person-centred care that improves
clinical outcomes and reduces the risk of
complications.

Dementia is a condition affecting more than 6045
of long-term care residents*®

*Alzheimer's Disease International, 2015

Improving efficiency and costs

'Many care facilities struggle to find the
capacity and resources needed to meet
growing demands in healthcare today. With
the right expertise, processes and equipment,
they can reduce cost and increase efficiency.

0 9 9o O
ARAAC

The World Health Organization (WHO) predicts
increased global demand for health and social
care staff with the creation of 40 million new jobs
by 2030.

3 e G
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Our enablers
for success

We have established a strong foundation
based on three key enablers to ensure that
we have the right conditions to become a
leading Mobility Outcome Partner.

People & Organization

A critical factor for our success over the next few years is to ensure
the right skills. A changed business model with a greater focus on
outcome-based selling will place new demands on the organization,
and competence mapping and development will therefore be im-
portant areas moving forward. We give our employees the scope to
grow and actively take part in our broad, shared responsibilities.

Digitalization

Digital solutions are taking a more prominent role in the healthcare
value chain, and this trend has accelerated further during the pandemic.
In 2020, Arjo made significant advances in this area, for example
by developing our offering of digital training courses, instructional
videos, service and support, as well as managing internal processes.
We are also establishing systems for collecting, analyzing and
sharing data and insights, which is a prerequisite in offering our
customers solutions based on clinical evidence.

Sustainability

Contributing to sustainable healthcare has been at the core of Arjo's
offering since the company was founded in 1957, and is incorporated
into our daily work. The Arjo Sustainability Framework 2030 is an
ambitious agenda to further reduce our environmental footprint and
increase our contribution to a circular economy. In addition, we are
taking a greater responsibility in ensuring that we act and operate
responsibly, and that we attract and retain key skills. The basis for our
work is a culture that strongly features diversity, equity and inclusion.
W READ MORE ON PAGES 30-45

o

" STRATEGY 2021-2030

New financial
targets 2021-2023

- continued profitable growth

-

Sales growth

Average annual organic sales growth of
3-5% per year

EBITDA margin

Adjusted EBITDA margin of approximately
23% from full-year 2023

Cash conversion

Annual cash tonversion of more
than 80%

Dividend

The Group's dividend is to correspond to
30-60% of net profit after tax.

2020 ANNUAL REPORT
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SOLUTIONS FOR HEALTHCARE'S CHALLENGES

Solutions for
healthcare's

major challenges

50%

The target for 2030 is that
outcome-based programs
will account for about 50% of
sales, relative to today’s 5%.

Our new strategy is based on major challenges faced by healthcare: offering more
people high-quality care with fewer resources - and this is where mobility is a key factor.
Improved mobility prevents complications, shortens length of stay, raises quality of

care and minimizes the number of work-related injuries among caregivers. Today,
we are well-prepared to become a leading Mobility Outcome Partner that will take
on this challenge together with our customers.

The global healthcare market is driven by
underlying, long-term growth factors. Our
strategy for 2021-2030 has been developed
to meet healthcare’s existing needs while
taking the lead in finding new ways of
working together.

Creating more value using fewer
resources

Healthcare is experiencing major,
complex challenges related to reduced
mobility while resources remain limited.
This requires new solutions that offer
better results at a lower cost.

At Arjo, we are experts in creating conditions
for improved mobility in care settings. Our
products help solve problems with work-
related injuries among personnel, as well as
pressure injuries and leg ulcers, falls and
venous thromboembolisms among patients.
Our solutions involve the right equipment,
skills and work methods that interact to
create better clinical and financial outcomes
for the healthcare sector.

Programs beyond the products

By looking beyond the product itself, we
offer outcome-based programs that ad-
dress other factors that increase cost. In

close collaboration with care facilities, we
analyze and assess their needs, provide
equipment and customized training courses,
implement new care practices, and measuring
and follow-up the improvements.

With these outcome-based solutions and
programs for healthcare's important
challenges, Arjo can address a market that is
both ten times larger and growing at double
the rate of the market in which the Group
currently operates. In pursuing this new
strategy, we are taking a holistic approach
to significantly increasing the company’s
potential over the next few years.

In the coming years, Arjo will focus on:

Continuing to build a strong foundation
» Driving efficiency improvements in, for example, purchasing

and logistics

Investing to become a Mobility Outcome Partner
« Establishing a long-term, unique position as a partner to health-

care, by developing new technologies and business models that
promote outcome-based solutions

» Expanding geographically, with emerging markets in focus

» Evaluating new acquisition opportunities aimed at supplementing

* Preparing new outcome-based programs, for example, to prevent

pressure injuries

Arjo's offering and creating positive sales synergies
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« Investing in important factors that will enable long-term strategic
advances, for instance, developing employees, increasing digi-
talization and sustainability



Market trends and growth factors

A growing and aging population

The world's population continues to grow and is becoming
increasingly older. According to EU statistics, the share
of population in Europe aged 60 and above is expected to
increase from about 22% in 2010 to about 34% by 2050.

/@i\ Increasing lifestyle-related conditions

\\ J A growing number of people with conditions such as

- obesity, diabetes and cardiovascular diseases is putting
greater pressure on the healthcare sector. According
to the World Health Organization (WHO), the number
of obese people has increased threefold since 1975.

/@\\ Transition to long-term care increasing

\ / Since acute care costs more than long-term care, itis
becoming more common for patients who require care
over a longer period to be moved to long-term care
facilities or home care.

Higher demand for healthcare in emerging
markets

Higher prosperity in emerging markets is resulting in
rising demand for healthcare. Lower purchasing power is
compensated by the size and scope for continued growth.

=)
B

B
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SOLUTIONS FOR HEALTHCARE'S CHALLENGES

High costs resulting
from reduced mobility

Work-related injuries among healthcare professionals
as well as pressure injuries, venous leg ulcers and
falls among patients cause a great deal of suffering
and significant costs for the healthcare industry every
year. A significant portion of these costs are related
to reduced mobility.

* Work-related injuries among staff ~ more than
SEK 75 billion per year globally’

* Pressure injuries - more than SEK 500 billion per
year globally?

* Venous leg ulcers - more than SEK 300 billion per
year globally?

*Impact of Safe Patient Handling Legislation on Musculoskeletal Disorders Among
California Healthcare Workers, Lee et al. (2020)

2Detay et al. (2012), Padula et al. (2019), Deloitte (2014), Guest et al. (2018), Al Mutari (2018)

3 NHS (2019); Wounds International (2015); Reeder et al. (2013); Guest et al. (2017);
Corporate D & Projects: ¢ igh Di: i

Larger players increase demands on suppliers
Fewer, but larger healthcare players, with central
purchasing departments entail benefits for medical-
device suppliers with an extensive offering based on
broad product portfolios.

Digital solutions increasingly important
Digitalization helps to create opportunities for
preventive care and complete outcome-based
solutions.

More prominent role for sustainability

The impact on climate and society is becoming in-
creasingly important, and companies are expected
to actively contribute to a more sustainable future.

2020 ANNUAL REPORT 19




20

OQUTCOME-BASED PROGRAMS

Outcome-based programs
for healthcare

- a smarter way of creating value

Healthcare is facing a growing need for patient care and rising costs.
Our customers need support in solving a number of challenges in a new
way so that they can optimize their operations with respect to patients,
caregivers and resources. For this reason, a core element of Arjo’'s strategy
for 2021-2030 is to expand our focus on outcome-based programs.

Today, Arjo offers well-established programs to reduce
work-related injuries among healthcare professionals
in the North American market. The programs were
expanded geographically starting with a pilot in
Australia, now followed by a roll-out in the major
European markets that are mature for this type of
business model. Simultaneously, we are also devel-
oping outcome-based programs in other areas related
to reduced mobility. :

As a basis for this work, we use our unique evidence-
based model, Arjo Positive Eight, and the supporting
Arjo Mobility Gallery in analyzing the unique chal-
lenges of each care unit. This provides us with an
in-depth understanding of the customer’s situation
and improvement potential.

Investments in more sustainable outcomes
With this unique know-how, Arjo offers a partnership

based on risk-sharing, and guarantees an agreed
result as part of the outcome-based business model!.
Our customers can therefore rest assured that their
investment will generate the desired value.

A holistic approach to improved mobility
Safeguarding and increasing patient mobility is one of
the most important factors in providing high-quality
care in both the short and long term. Accordingly,
Arjo’s outcome-based programs adopt a holistic
approach to equipment, work methods and care
settings - focusing on promoting mobility.

Arjo Positive Eight® - our philosophy in practice

Our evidence-based model, Arjo Positive Eight, describes the eight steps of a care process in which the right care setting, equipment and care skills
create conditions for safeguarding and stimulating mobility. This provides positive feedback that leads to continuous improvements for patients,
healthcare providers and healthcare facilities. The Positive Eight flow creates value at several levels:

Clinical outcomes

Clinical outcomes such as pressure injuries,
falls, functional incontinence and urinary
tract infections are all closely associated
with immobility.

Patient safety and mobility

By ensuring that each patient and resident
is supported with the right equipment
and caregivers have the right care skills,
mobility can be maintained or improved ,
with reduced risk for injury.

PATIENT/
RESIDENT

Financial outcomes

High costs are associated with undesirable
patient outcomes related to immobility. Equally,
the costs of caregiver injuries associated with
supporting dependent patients and residents
without the right processes and equipment
results in negative financial impact to the

| organisation.

Efficient working processes
Focusing on maintaining and promoting
mobility keeps patients and residents
moving, and reduces the burden of care.

Staff safety and well-being

Preventing physical and psycho-social over-
load, which may lead to injury and absence
when providing assistance with mobility and
care tasks to patients and residents.
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OUTCOME-BASED PROGRAMS

CASTLEMAINE HEALTH

Positive results already
after ten months

The niana%ement at (Eastlemaine Health in Victoria, Australia had strug-
gled with the number of work-related injuries being above average for a
long time, resulting in high costs for sick leave, constant staff shortages
and lost tunding. To manage this, they signed up for a three-year program
with Arjo in the autumn of 2019, with the first year as a pilot project.

“The collaboration with Arjo has consistently been open and positive, and
a very valuable support for us in this challenging time of change. Among
healthcare staff, there was initially opposition to yet another program, but
this clearly changed when our staff experienced great benefits in their ev-
eryday work,” says Diane Senior, Executive Director Clinical & Community,

"Already a year into the project,
we see clear results - both in the

Castlemaine Health. v : - changed culture where care
' : staff is engaged in their work
A full 58% reduction in injuries after ten months environment in a completely

Over the program’s three-year period, Arjo guarantees a 60% reduction of new way, as woll as froma i -
work-related injuries among staff. Already after 10 months, a decrease of
as much as 58% was noted, even under the unusually demanding condi-
tions resulting from Covid-19.

nancial perspective, where we
have already received signifi-
CANRT FatLrn on nvestment.” T

1AM FISIICR  CLO, CASTLOMAINE HEALTH

Mobility Gallery® - our model for individualized care

Patients and residents can have highly individual needs and therefore need different solutions. The Mobility Gallery divides them into five groups,
based on their mobility and independence. This evidence-based model helps caregivers to map the needs of the ward, and safely and gently provide
each patient with the right care. Stimulating mobility based on the patient’s situation is crucial for providing high-quality care.

ALBERT BARBARA CARL i DORIS EMMA

Is able to perform daily Is partly capable of performing daily Is unable to perform daily activities Is incapable of performing daily Is incapable of performing
activities independently activities independently. The assistance  without assistance, but is able to activities independently or actively  daily activities independently
without assistance from sherequires is not generally physically ~ contribute to the action or perform contributing in any substantial or or actively contributing to
another person. demanding for the caregiver. part of the action independently. reliable way. them,
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OUTCOME-BASED PROGRAMS

Arjo's outcome-based programs

We see great potential for programs that address the major challenges of healthcare.

Here are some examples:

Reducing work-related injuries
when transferring patients

A well-established program is already in
place and has shown good results for opti-
mizing care flows and minimizing work-
related injuries among staff. The program
includes standing, raising and walking aids,
hygiene aids, and the implementation of
work processes based on the Arjo Positive
Eight and Arjo Mobility Gallery.

Preventing pressure injuries

The focus in 2021 will be on a program for
preventing pressure injuries, comprising
Arjo’'s therapeutic mattresses, support
surfaces, and the Provizio® SEM Scanner.

This combination makes it possible to
prevent more pressure injuries, while re-
ducing the need for treatment and costs.

Healing venous leg ulcers

Venous leg ulcers cause a great deal of
suffering and result in very high healthcare
costs. Our innovative WoundExpress therapy
can accelerate the healing of venous leg
ulcers with excellent results. We see
WoundExpress as a core element of a
program that can add great value for both
patients and healthcare facilities.

Proven results at several levels
Patients are provided with a safer care
setting that safeguards and improves their
mobility, reduces the risk of falls and
hospital-acquired conditions, shortens
recovery times and improves their inde-
pendence and quality of life.

Healthcare professionals gain a safer
work environment with a lower risk of
strains and injuries, which also improves
their work satisfaction.

The care facilities receive optimal value
from their investment through higher
efficiency and better use of resources.




QUTCOME-BASED PROGRAMS

Outcome-based programs
implemented in three overall stages

We analyze and assess needs, identify
areas for improvement and customize
systems - in order to determine the
desired outcomes together with our
customers.

We implement solutions, provide
training and promote a change in
behavior.

We monitor, measure and evaluate
results against agreed targets, and
provide feedback.

ANMED HEALTH

\nnual savings

of USD2.6 M

As South Carolina's largest independent, not-for-profit healthcare
system, AnMed Health ha;s been serving the regio'n;s residents for
. more than 100 years. After applying Arjo’s outcome-based program,
© the facilities saw a 98% decrease in workers’ compensation costs and
an 82% decrease in patient handling-related injufies within two years.

“The partnership between AnMed Health and Arjo
has been key to the success of our program.
Ensuring our needs are being met, the program’s
strohg'service and clear communicotion'hcs been
present since day one.” :

TODD O'QUINN, DIRECTOR OF SAFETY AT ANMED HEALTH

'
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REHABILITATION

Rehabilitation
in focus

- mobility paves the way back to
independence and quality of life

Rehabilitation is an important part of the care process "In each step of the rehabilitation of
in supporting patients return to a healthy everyda Covid-19 patients, our aim is for
) PP gp . . . y y y the patient to return home with a
life, and the Covid-19 pandemic has increased its level of function similar to that
need within healthcare significantly. To fulfill this prior to the illness. Our work
important task, healthcare needs more support. revolves around active mobilization

. . . as early as possible, with respect
By offering the right equipment and work methods to the patient's condition.”
for improved mobility, Arjo can help promote success-

o . . HEIDI ENGEL - INTENSIVE CARE SPECIALIST,
ful rehabilitation, which creates value for both PHYSICAL THERAPIST AND RESEARCHER INTO
. . INTENSIVE CARE REHABILITATION

patients and caregivers.

_Risks related to immobility

Many intensive care patients undergo highly demanding
treatments for a long time, but even a short period of
inactivity affects the body in multiple ways:

* Loss of muscle strength
« Weaker bone structure
* Increased susceptability to inflammation
+ Weaker immune system

* Impaired lung function
« Impaired controll of blood-sugar levels

These factors can cause serious and long-term functional
impairments such as weakness and fatigue, limited stamina
and reduced mobility. The risk of, for example, falls also
increases, and can result in a broken leg, infections and other
illnesses. In addition, anxiety and stress related to treatment
and reduced mobility can negatively affect the patient, both
mentally and cognitively.
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There s a continuously high need for
rehabilitation and the large number
of Covid-19 patients means that this
need is rising further. In combination,
this puts additional pressure on health-
care resources in an already strained
situation and requires more effective
rehabilitation processes.

Successful rehabilitation also helps
maintain the patient flow, making
beds and care resources available
to new patients.

“The goal of being able to walk unaided
again is a very strong motivating factor
for patients, and also leads to many

REHABILITATION

"The acute care needs resulting from
the Covid-19 pandemic are now being
transferred to the rehab sector, which is
facing major challenges. More resources
are required to meet the rising demands.
Focusing on early mobility in the initial
stages of illness is a good way of meeting

other positive effects, both physical
and mental,” says Ulrika Olsson,
physiotherapist, Director, Global
Academy Europe and Head of Govern-
mental Affairs at Arjo.

patient needs throughout the care process.”
Mobility creates value

throughout the care process
Movement is, in many ways, decisive
in a patient’s recovery and rehabili-
tation. With the right skills among
personnel and the right work pro-
cesses, equipment such as standing,
raising and walking aids can help
caregivers support patients who
are trying to regain and improve
their mobility. At the same time,
the physical burden on personnel
is reduced, and therefore so is the
risk of work-related injuries.

KATHARINA STIBRANT SUNNERHAGEN - PROFESSOR
OF REHABILITATION MEDICINE AT SAHLGRENSKA
UNIVERSITY HOSPITAL, GOTHENBURG, SWEDEN.

Arjo's solutions are derived from
evidence-based models such as the
Arjo Positive Eight and the Arjo
Mobility Gallery, and have been
developed with the aim of helping
both patients and caregivers to
take advantage of the power of
movement.

B READ MORE ON PAGES 20-21

What is
rehabilitation?

While treatment aims to alleviate
and/or cure anillness, rehabilitation
focuses on regaining maximum
function following an injury or illness,
through exercises designed to optimize
function and reduce obstacles.
Measures to improve mobility are a
central part of this and should be
introduced as early as possible, as
soon as it is regarded safe for the
patient. The goal of rehabilitation is
that the patient should be able to:

* Move as needed

« Communicate and interact
with their surroundings

» Be independent

'
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PRESSURE INJURIES AND VENOUS LEG ULCERS

Solutions for preventing and
treating hard-to-heal wounds

- one of the greatest challenges faced by healthcare

Arjo has extensive experience in preventing pressure injuries and vein thrombosis

- expertise that led the company to develop solutions for wound care. The launch of

WoundExpress™ is another step in ensuring that we remain relevant to our customers
and continue to be part of designing the healthcare of the future.

Despite advances in technology, education and guidelines,
pressure injuries and venous leg ulcers are still very common
and serious problems. Hard-to-heal wounds cause a great deal
of suffering for patients, sometimes even death, and entail
significant costs to healthcare. With a growing and aging
population, the problem is likely to increase in the future.

Strong incentive to reverse the trend

Annual costs for pressure injuries and venous leg ulcers amount
to SEK 500 billion' and SEK 300 billion?, respectively, worldwide.
Maijor initiatives are now underway to reverse this trend. Countries
like the US and the UK have taken a zero-tolerance stance on pre-
ventable pressure injuries, with fines for healthcare facilities that

fail to meet these requirements.

! Delay et al. (2012), Padula et al. (2019), Deloitte (2014), Guest et al. (2018), Al Mutari (2018)

2 NHS (2019); Wounds International (2015); Reeder et al. (2013); Guest et al. (2017); Corporate D

& Projects: ¢

A unique system for preventing pressure injuries

Arjo has extensive experience in
preventing pressure injuries and our
offering already includes therapeutic
mattresses, microclimate-adapted
covers and solutions for transferring,
repositioning and mobilizing patients.
Arjo’s exclusive distribution rights
for Bruin Biometric's (BBI) Provizio®
SEM Scanner supplement the port-
folio by providing new opportunities
to identify the risk of pressure injuries
before they appear on the surface
of the skin.

By measuring the sub-epidermal
moisture biomarker (SEM), the risk
of developing pressure injuries can
be identified and the right preventive
measures and treatment can be
introduced in time. As a result,
excessive patient suffering and

2020 ANNUAL REPORT

high costs to healthcare can be
avoided. This addition strengthens
our offering in addressing unmet
clinical needs in the wound care
segment, and has enabled us to
take important steps towards out-
come-based solutions in this area.

Reducing suffering and
saving money

“Pressure injuries are one of the
hospital-acquired conditions that
can be prevented, which can help
the millions of patients who are
affected and prevent tens of
thousands of deaths every year from
related complications. By preventing
pressure injuries, the healthcare
sector can save tens of billions
dollars every year,” says Martin
Burns, CEO of BBI.

What is a SEM Scanner?

Current methods for detecting pressure injuries depend
on subjective, visual assessments. The Provizio® SEM
scanner is a convenient, portable and wireless device
that measures sub-epidermal moisture. The technology
offers an objective and reliable examination that can help
identify a higher risk of developing pressure injuries up
to five days before they are visible to the naked eye,
which significantly improves the treatment prognosis.



PRESSURE INJURIES AND VENOUS LEG ULCERS

WoundExpress™ - for effective treatment

of venous leg ulcers

Venous leg ulcers are usually caused by
problems with blood circulation, and are a
rapidly growing global problem. Traditional
treatment entails significant costs with often
unsatisfactory results. Those affected can
experience pain and limited mobility, in
some cases leading to depression, anxiety
and social isolation, resulting in a drastically
reduced quality of life.

New and simple treatment that
accelerates healing

WoundExpress is a new, innovative system
for treating lower leg wounds. Using a pump
connected to a garment applied on the
patient’s thigh, blood flow to the leg ulcer
is increased, which accelerates healing with
excellent results. Unlike other therapies, the
garment does not need to be placed directly
over the wound so it is significantly less
painful for the patient. The device is ideally
suited for use at home, minimizing disruptions
to the patient’s lifestyle and daily activities.
The accelerated wound healing also results
in fewer dress changes, thereby reducing
nursing time substantially, with significant
cost benefits for care providers.

Significant growth potential in

the future

“WoundExpress adds a new area to our
already solid product portfolio, and we see
major growth opportunities for this type of
wound treatment. With WoundExpress, we're
taking an important step to further improve
clinical and financial results, by adding value
for both patients and caregivers,” says
Arjo’s President and CEQ, Joacim Lindoff.

Arjo aims to establish WoundExpress as
the standard of care, given the excellent
results proven in studies.

SV

WoundExpress has been evaluated.in
la multizcenterclinical evaluationstud
including two highly prestigiouswound
InnovationGentre(WWIG) inWales
and'Accelerate GlGtinLondonYl hel
[presentedattheWound Garelioday]
[reported asignificantimprovementlin]

significantreduction’of pain‘and ing

creased qualityoflifeSMare clinical
evaluations will be carned out to develop

thefapplicationofWoundExpresss

"Many patients experience
greater independence with
WoundExpress, since they
can perform the treatment
themselves because the
garment goes on the thigh.”

MALIN WILSON - REGISTERED NURSE AT
SKIN CLINIC, HELSINGBORG HOSPITAL

2020 ANNUAL REPORT
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OUR OFFERING IN BRIEF

Broad offering of unique

products and solutions

Patient handling

Arjo's broad range of lifting and transferring
solutions includes ceiling lifts, standing
and raising aids and slings, for safe, com-
fortable and dignified repositioning.

Medical beds

Arjo’s wide range of medical beds offers
enhanced ergonomics, comfort, safety and
ease of use. The technical performance
features are adapted for a number of
different purposes.

Diagnostics

For more precise medical assessments, Arjo
offers patient and fetus monitors, as well as
ultrasound equipment and Doppler equip-
ment for obstetric and cardiac diagnostics.

Pressure injury prevention

Arjo offers advanced systems for preventing

and treating pressure injuries, for example,

equipment for early indication and special

mattresses for alternating pressure.

VTE prevention

Arjo has a comprehensive range of com-
pression therapy pumps and garments for
the safe and efficient prevention of deep vein
thrombosis (VTE/DVT) and treating edema.

Disinfection
Arjo has flusher-disinfectors and associated
chemicals for safe cleaning and disinfection.

Leg ulcer treatment and
prevention

Arjo offers a system of a pump and thigh
garments for effective treatment of venous
and arteriovenous leg ulcers.

Hygiene

Arjo’s bathing and shower systems enable
safe and effective hygiene routines and a
calming experience for patients.

Service

Arjo also offers service for capital goods and
various solutions, including consultation
during purchase and education.

Quality and safety are prerequisites for Arjo’'s operations. To meet the increasingly strict regulatory requirements in the medical device industry, our
focus lies on continuously evaluating and improving our products and processes. We follow local and regional regulations in the markets that we serve,

the three most important of which are:

* EU Medical Device Regulation (MNR) « US Food and Drug Administration (FDA) » Health Canada Medical Device Regulation

Our quality management systems are certified in accordance with the 1ISO 9001:2015 and 1SO 13485:2016 standards.
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SUSTAINABILITY REPORT

A sustainable
healthcare at
our core

At Arjo, sustainability is in our DNA. Our role is'to make more high-
quality care available to more people, thereby contributing to a
sustainable healthcare system that meets increasing global needs.

Sustainability is embedded in our history and
culture. Cver since Arnc Johansson, entrepro-
neur aind Arjo's founder, designed o acrics ot
innavative equipment for patient transfers, we
have devoted our energy to improving the
conditions for mobility within the healthcare
sector. In this way, we contribute with solutions
Ihal suppurt uw cuslumers in their Jaily
challenges, with the goal of creating more
sustainable heaithcare.

Sustainability on multiple levels

Arjo's broad offering of knowledge, equipment
and solutions generates sustainable value at
multiple levels in healthcare, thereby contributing
to our customers’ sustainability goals.

* We suppart patients and residents by creating
opportunities for improved mobility and clinical

outcomes, thereby reducing unnecessary
phyeical and mental suffering.

* We support healthcare professionals by giving
them opportunity to apply their professional
skills to provide high quality care and at the same
time reduce the risk of work-related injuries.

« By offering complete solutions based on the
right equipment, skills and work methods, we
contribute to developing effective processes
within healthcare, benefitting society at large.

* Our cnvironmental impact is limited, and we
strive continuously to reduce our environ-
mental footprint throughout the value chain.

Ly /8% FEs

Arjo's snlutians, which offer increased sustain-
ability in healthcare, are available in over 100
countries worldwide.

Arjo's outcome-based programs have reduced the
number of work-related injuries among healthcare
professionals by an average of 78% at over 800

webinars.

healthcare facilities around the world.

7070 ANHUAI RTPORT

In 2020, we trained over 4,000 people in the care
and rehabilitation of Covid-19 patients via digital




"Thanks to an energy and resource efficient
production, and the long lifecycle of our
products, our environmental footprint is
fundamentally limited. We are now increasing
our focus on key sustainability issues by
lauching the Arjo Sustainability Framework
2030 — a solid agenda of initiatives and
targets to consistently improve in this area.”

MARION GULLSTRAND - EVP HUMAN RESOURCES &
SUSTAINABILITY AT ARJO

Index for carbon emissions based on Scope 1and 2 (Arjo's
manufacturing units) is 0.4. Through sustainable use of
energy and resources, Arjo strives to continuously reduce
corporate carbon emissions.

PR S

SUSTAINABILITY REPORT
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ARJO SUSTAINABILITY FRAMEWORK 2030
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A sustainable
offering throughout
the value chain

Climate impact

By 2030, Arjo will reduce corporate
carbon emissions by 50%, aligning
to the Paris Climate Agreement.

Circular economy
Arjo’s contribution to a circular
economy is to reduce resource
3 consumption while improving per-
' formance and customer value.

134

A responsible
company

Business ethics

As a company that engages with the
public sector, Arjo has an ethical re-

sponsibility to employees, customers
and business partners. The company
has a zero-tolerance policy for all forms
of corruption. We strive for high busi-
ness ethics on all levels and to ensure

that compliance is part of our daily work.

Responsibility for suppliers and
business partners

Arjo's suppliers and business partners
will contribute to our sustainability
goals and follow Arjo's Business
Partner Code of Conduct.

|

00,0
Salk

An attractive

workplace

Employees and society

Arjo will continue to build a culture
based on diversity, equity and in-
clusion. Sustainability is high on the
agenda, and we take an active social
responsibility in the communities in
which we operate.

Health and safety

The health and safety of employees,
visitors and partners is of high im-
portance at Arjo, and we have a Zero
Accident Vision for our workplace.

Arjo's offering of knowledge, equipment and solutions generates value that

R T

contributes to a sustainable future within healthcare.

Arjo conducted materiality analyses in 2018 and 2020 to identify the key elements of the Group's sustainability efforts. The analysis
_involved key personnel in the entire organization, including both the Arjo Management Team and the Board of Directors. We intend to
perform a materiality analysis every second year and conduct an analysis involving external stakeholders in 2021,
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A sustainable offering
throughout the value chain

We strive for a sustainable use of energy and

resources in our operations, and enhance our

competence within eco-design to continuously
improve our work processes.

* In 2020, we further prioritized our work within product life cycle analysis
(LCA), and supplemented internal expertise with external specialists.

* Our product development team focuses on, among other things, extend-
ing product lifecycle, reducing the need for spare parts, and minimizing
the amount of packaging waste.

= In close collaboration with our suppliers, we regularly evaluate new and

potentially more sustainable materials, as these become available for
commercial use.

2020 ANNUAL REPORT

“In product development, sus-
tainability is a fundamental
aspect in the design process.
Among other things, this means
using material that can be re-
cycled when possible, weighing
in factors concerning final dis-
mantling, and avoiding environ-
mentally hazardous materials.”

MAGNUS KARLBERG - VP PRODUCT
DEVELOPMENT AT ARJO



A responsible company

Arjo's Business Compliance Committee leads and
coordinates efforts within business ethics and

compliance in the Group.

To further emphasize the importance
of sound business ethics, a local com-
mittee has also been established in
our largest market, the US. For other
regions in need of additional support,
we have a total of 14 business ethics
ambassadors who serve as resources
in properly navigating gray zones.

“The business ethics ambassadors
provide valuable support to local level
business, and serve as a link between
the local organization and the central
business ethics function,” says Abdullah
Ebrahim, President Arjo Africa and
South Africa.

Training and processes

Group Finance has completed a digital
training program in fraud and irregu-
larities in order to enhance awareness
and emphasize the importance of a
sound internal control environment.

An audit process has also been imple-
mented, in which distributors and other
commercial intermediaries are evalu-
ated from an ethical business per-
spective. Further, employees working
with distributors in risk regions have
completed a specially designed
training program.

“Focus lies on supporting local sales
companies in their risk assessments,
and we can already see that the audit
process has generated positive effects.
We've been able to use the methodology
in situations other than initially intended.
Risk assessments have become more
effective and the documentation re-
quirement makes it easier to follow
up on decisions,” says Adam Leismark,
VP Business Compliance at Arjo.

ARJO SUSTAINABILITY FRAMEWORK 2030

Arjo has developed a customized Code of
Conduct for suppliers and business partners.
Efforts to implement this and secure acceptance
from all parties is now actively underway.

“This charts a clear course and
many of our business partners
appreciate the initiative. It makes
it clearer and easier to work
together for improved sustain-
ability. Dialogs can now be
conducted in an even more
systematic and intentional
manner.”

JIMMY HERMANSSON - VP PROCUREMENT
AT ARJO

Arjo collaborates with suppliers to safe-
guard supply chain during the pandemic.
To secure the supply of products critical to
our customers in healthcare, we supported our
suppliers in managing any questions or issues
raised by local authorities and license boards.
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An attractive workplace

Arjo's culture is built on diversity, equity and
inclusion, and we value health and safety for
employees, visitors and partners.

Our community engagement is significant and we support a number of
organizations in the markets in which we operate. Arjo also encourages its
employees to participate actively in social initiatives that improve the local
community. Some of our partnerships include:

* Pratham, India - within the framework of the Swedish Industry for Quality
Education in India, we cooperate with the non-profit organization Pratham,
working to improve the country's education system.

* Dementia Australia - aiming at increasing knowledge around dementia.
Our employees get involved by, for example, participating in the running
competition Dementia Australia Memory Walk and Jog.

* Volunteer Time Off, Canada - Arjo employees volunteer one day per year
and participate in, for instance, the Alzheimer’s Mini-Walk competition.

* Forenade Care, Sweden - Arjo's employees have the opportunity to volunteer
their time and work one day per year at one of Férenade Care's 50 residential

and homecare units.

2020 ANNUAL REPORT

Jaya Verma got a job at Arjo after years of
searching. Despite more than 20 years of IT
experience and several senior positions, it was
difficult for the Indian IT specialist to find work
in Sweden,

“I had applied for about 500 jobs over a two-year
period, but didn’t reiceve a single reply - until |
came in contact with Arjo,” says Jaya Verma.

She came to Arjo through Jobbspranget, an
internship program run by the Royal Swedish
Academy of Engineering Sciences - and is now
an analyst at Arjo’s head office in Malmé.

“l am proud that Arjo works actively
to promote diversity and inclusion.
We are positive about welcoming
newcomers, to create value for
the company and the society we
operate in. Arjo plans to continue
working with Jobbsprdnget in
order to employ more highly
qualified individuals who have
recently come to Sweden.”

KHALED GHAYOOMI - HR SPECIALIST
AT ARJO
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GOVERNANCE PROCESS

Clear governance
ensures results

The sustainability efforts in our three focus areas are
based on policies and clear governance involving all

levels in the company - a systematic way of working
enabling the implementation of key initiatives.




The Arjo Sustainability Framework 2030
is anintegral part of our daily decisions and
activities. Through a clear governance
process, we make sure to work methodi-
cally and prioritize correctly to achieve
the desired results.

A process involving all levels
Ultimate responsibility for the sustainability
plans lies with the Arjo Management Team,
and sustainability is a standing item on
the agenda for every management team
meeting. The CEO and Arjo Management
Team are responsible for and participate
actively in these efforts by deciding on
targets, providing guidance moving forward,
evaluating reported results, identifying
items for improvement, as well as imple-
menting plans and activities throughout
the organization. Arjo's sustainability
efforts are operationally managed by the
EVP HR & Sustainability. At the start of
2021, a new sustainability forum was
established, led by the EVP HR & Sustain-
ability and aimed at reinforcing the imple-
mentation, development and governance
of these efforts.

Arjo’s Board of Directors monitors and
participates actively in the sustainability
work by receiving regular updates on the
current status, target realization and
plans for the future, as well as evaluating
and providing input to the sustainability
agenda twice a year.

Smart, cross-functional teams throughout
the organization are in charge of leading
projects, achieving targets and subsequent
follow-up. Line managers are responsible

for ensuring their employees understand
and act in accordance with our Code of
Conduct and sustainability agenda.

Internal data collection forms the basis of
reporting, particularly via monthly reports
that are compiled and presented to the
Arjo Management Team every quarter, and
to the Board of Directors every six months.
Arjo is working to modify the feporting
process in accordance with the Global
Reporting Initiative (GRI) guidelines. As
of 2022, reporting will adhere to GRI.

Guidelines for business ethics

Our sustainability efforts are governed by
ethical standards. Arjo’s Code of Conduct
applies to all employees and we hold regular
training sessions at all levels in the organi-
zation. Our principles are based on com-
plying with all relevant, local laws in the
countries where we operate. Arjo's anti-
corruption policy has zero tolerance for all
types of fraud and bribery. Employees can,
via an anonymous whistleblower service,
report suspected incidents of any violations
of laws and regulations.

. Arjo's Directive for Occupational Health

and Safety aims to realize a high leve! of
health and safety at the workplace. The
directive provides a framework for identi-
fying and managing physical and psycho-
logical satefy in the work enrivonment, as
well as the employees’ personal and col-
lective wellbeing.

Arjo's Directive for Diversity, Equity and
Inclusion aims to assume clear responsibility
for our employees and the communities in

GOVERNANCE PROCESS

which we operate. This is reflected in our
commitments in the Arjo Sustainability
Framework 2030, our Guiding Principles
and Leadership Behaviors. By offering
equal opportunities to all, we provide the
right conditions for making the most of
every employee's talent, potential and
contribution to our operations.

International principles and
global initiatives

Arjo's Code of Conduct and the Arjo Sus-
tainability Framework 2030 are based on
international principles and acknowledged
global initiatives.

* UN Global Compact - Arjo supports and
follows the ten principles that apply to
human rights, labor, the environment
and anti-corruption

* UN Climate Agreement - the Paris Climate
Agreement

¢« OECD Guidelines for Multinational
Enterprises

¢ UN Guiding Principles on Business and
Human Rights

* [nternational Labour Organization's (ILO)
Declaration on Fundamental Principles
and Rights at Work

¢ UN Sustainable Development Goals - based
on our materiality analysis 2020, we have
chosen to present our activities in relation
to the SDGs that are most relevant to us.

"Sustainability is integrated in our work process - and we are
convinced that our long-term success can only be realized by
assuming responsibility for social, ethical and environmental
aspects. The Arjo Management Team and Board of Directors are
involved in the planning, implementation and evaluation of
strategic directions moving forward, and our cross-functional
teams are devoted to achieving our sustainability goals.”

JOACIM LINDOFF, PRESIDENT & CEO OF ARJO
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GOALS, ACTIVITIES AND STATUS

Arjo's sustainability goals 2021-2030

- activities, governance and outcome

A sustainable )
" ottering throughair |
§ the value chain ,

.

A responsible
CuUlIpuUny

An attractive
worlplaco

UN Sustainability Development Goals

By working in line with the UN SDGs, we reinforce the correlation between the company's and society’s shared values.
We have chosen to relate our activities to the following seven SDGs due to their relevance for our operations -

and potential to support them through global and local initiatives.

Pl Good health and well-being

Llyvieans

Improving overall health for patients and residents,
_/\,\/\ as well as work conditions for caregivers, is at the
< very core of our operations.

o Quality education
o . Access to good quality education for all is one of
!!' ‘ the primary premises for prosperity, health and
equal opportunities. We have a long tradition of
targeted advisory and training initiatives for health-
care professionals. Further, we support a research
project within the Swedish Industry for Quality
Educationin India focused on children in grade school.

13 =

Gender equality

Arjo values its employees and advocates fairness,
gender equality and non-discrimination. Our goal
is to cultivate a diverse and inclusive workplace
that maximizes every employee's talent, potential
and contribution by providing equal opportunities
for all.

16 usna
A IIKNG
TS

L 4

RN 4D Decent work and economic growth

bl The correlation between health, safety and devel-
opment of our employees is central in our operations,
and is backed by Arjo's Directive for Occupational
Health and Safety. We emphasize the importance
of sound work conditions and a healthy work-life
balance.

2020 ANNUAL REPORT

Responsible consumption and production
Collaborating throughout the value chain to reduce
emissions is central to global health in the long-
term. We reduce emissions and steadily increase
our knowledge pertaining to effective use of energy
and resources, and we look for ways to apply the
eco-design concept.

Climate action

Climate change has a significant impact on globat
health. Setting goals for carbon emission that are
in line with the Paris Climate Agreement, and en-
couraging suppliers and business partners to do
the same, is critical in realizing the ambition of
good health for all.

Promote just, peaceful and inclusive societies
We are ethically responsibility for employees,
customers and partners. Business ethics and
well-defined principles for compliance are the
foundation of Arjo’s long-term business relations.
We continue to strive for high business ethics on
all levels and to ensure that compliance is part of
our daily work.




A sustainable offering throughout the value chain

Our fundamental view

Arjo continuously conducts controls and improve-
ments in its operations to reduce the company’s
climate footprint. This work is carried out in line
with the goals of the Paris Climate Agreement,
and we are convinced that a circular economy is
the key to long-term sustainable development,

Our key goal is to lower our total carbon emissions
by 50% by 2030", from 100,000 tons (2019) to
50,000 tons per year, and increase our contribu-
tion to a circular economy.

Governance

Arjo’'s Board of Directors monitors progress twice
per year, and is responsible for contributing to and
approving the plans. As a standing item on a monthly
agenda, the Arjo Management Team follows the
implementation of the plans across the company.
Smart, cross-functional teams drive initiatives and
projects that proactively contribute to the agenda’s
key goals. At the beginning of 2021, a new sus-
tainability forum was established under the man-
agement of EVP HR & Sustainability to facilitate a
continued strong governance process in the area.

GOALS, ACTIVITIES AND STATUS

CARBON EMISSIONS, %

@ Vehicles 32%
@ Business travel 4%

© Production 5%
O Transport 59%

e

[ Production (Scope‘l 2)*

* Energy-efficiency enhancement program initiated at each
production ypit

* Transition to renewable energy underway N

» Starting 2021, all units to be included in the energy-
efficieney plan

* Share of renewable energy: 20%

o &ll praduction pnite arg 150 14001 aertified and work in
astructured manner with cantinnans impravamaonte

* £0, amissions in relation to not calac 0.4 ton CO, ¢YMSLK

* Total emissions from production: 3,500 ton CO,-c

* For information about emissions between 2018 and
2020, refer to page 45

Reduce carbon emissions from produc-
tion by 50%, i.e. a 7% reduction per
year {equivalent to 4,000 ton CO,-e™,
Baséling 2U19)

I Vehicles (Scope 1)

Reduce carbon emissions from vehicles
by 50% (equivalent to 22,000 ton
CO0,-e, baseiine 2019)

« Average emission for passengcer cars and vens: 169 gram
0 ze/km (haseline 2010)
* Total emissions: 20,000 ton CO,-e

= Gradual transition to low emission vehicles starting in 2021

’ Transport (Scope 3) ) i

 Fmissinns 37,000 tan £0 .0 . -
* Carbon emissions from transnort have declined hy 0%

Reduce carbon emissions from trans-
portation by 50% (equivalent to 41,000
* wnlU,-g, basenne 2U1Y)

= Air transport mlnlmlzed
* elncreased efﬂuency through consolldahon of customer
deliveries
« Cantinned rallahnration with euppliore to raduce garbon
emissions

Business travel (.Scope 3)

Reduce carbon emissions from business
trips by 50% (equivalent to

« Reduced travel and increased number of digital meetings,
and opting for sustainable alternatives such as rail instead

* Fmissions: 2,800 ton CO,-e
« Carbon emissinns from husiness trips have declined by

20,000 ton CO,-e, baseline 2019) of air travel 86%
« Updated Meeting and Travel Directive aims to contribute
to more sustainable travel
Waste management - hazardous and non-hozardous (Scope 3) l

Reduce environmental impact from
waste (hazardous and non-hazardous)
by 50% (baseline to be defined in 2021)

* Waste management improved through the use of the waste » The haseline far this goal will bo dafinod in 2021
hierarchy principle based on the strategy to minimize, « For information about waste management between 2018

reuse and recycle material and 2020, refer tn page 45

. 1

» Reduction of total amount of packaging * Own packaging in Arjo’s production: approximately 6%
* Increased share of recycled or recyclable packaging plastic and 94% carton
* Intreased demands on sub-suppliers regarding recycled

and recyclable packaging

l Packaging (Scope 3)

All packaging will be made of 100%
recycled or recyclable material (base-
linc to be defined in 2021)

' Circular economy

« Life cycle analyses initiated for some parts of Arjo’s
portfolio in 2020 and efforts will continue in 2021

Reduce total resource consumption « All new product development follows eco-design principles

while simultaneously improving perfor- e Continuous product lifecycle analyses followed-up by

mance and customer value plans to reduce footprint

« implementation of cross-functional lifecycle analvsis
training starting in 2021

*According to the i for ing h gas the GHG Protocot, greenhouse gas emissions are divided into three scopes:
*Scope 1: Direct (such as from -0 d vehicles and oil furnaces)
*Scope 2: Indirect from grid- denergy (from purchased electricity, district heating, cooling and steam)

« Scope 3: Other indirect emissions (such as from purchased transport, goods, material and services)

"COz-e (carbon dioxide equivalent) is a measure used to pare and/or from various gases on the basis of their global-warming potential.
Note 1: The areas that Arjo has identified as primary for reducing carbon are production, vehicles, andb travel since these areas are under our own control. Emissions were estimated using tools
from the GHG Protocol, Scope 3, for transportand b trave!, from prodi are iled based on mapping from every production unit. Emissions from vehicles are calculated on budgeted mileage and the

car manufacturer’s emissions levels.

2020 ANNUAL REPORT

41



42

GOALS, ACTIVITIES AND STATUS
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A responsible company

Our fundamental view

Sound business ethics and well-defined principles
for compliance are the core of Arjo's long-term
business relations. Our ambition is to influence
other stakeholders in contributing to the devel-
opment of a fair global market.

Arjo does business across the globe and has a
broad network of suppliers and business partners.
We place the same high demands on them as
on our own business, and have zero tolerance
for all forms of corruption, fraud and bribery.

Governance

Arjo's Board of Directors approves the Code of
Conduct and monitors compliance regularly. The
Arjo Management Team is responsible for the
implementation and adoption of the Code of
Conduct, including the establishment and review
of targets for improvement. The CEO is Chairman
of Arjo's Business Compliance Committee',
tasked with safeguarding that the company
does business at the highest ethical level, and
adheres to the laws, regulatory frameworks and
standards that apply in the countries in which

we operate?. The Committee held four minuted
meetings in 2020. A global function manages
supplier audits, using an approval process for
all new suppliers while continuously auditing ail
suppliers. Furthermore, all suppliers and business
partners that are to work with Arjo are required
to sign and follow a customized Code of Conduct.

l Code of Conduct ]'

100% of emolovees receive training in
. Ane's Cude ul Cuinduel

* All employees have access to digital and on-site training
whigh ic repeatod rogularly -

« In a number of countrics (when permitted by law), the
Code of Conduct constitutes a part of select personnel’s
employment contracts

* The proportion of employees who have received training:
H2%

Business ethics

All managers and their tcams under-
stand and behave in accordance with
Arjo’s policies and directives on busi-
ness ethics

* The new Business Compliance Policy policy was presented
in 2020, and implementation and training are scheduled
for 2021

* Training of all managers and their teams based on the
newly drafted Business Compliance Policy

« Training includes a review of the rules pertaining to
anti-corruption, competition law, export and sanctions,
as well as whistleblowing

Incidents and whistleblowing

All Arjo employees canreport aninci- * Global system for the whistleblower service including
dent or concerns ahout serious miscon- regular employee training about the Code of Conduct
Juct thet mey be suspected, praventod processes?

or rectified

* Three incidents of fraud reported and investigated in
2020. In two of the incidents, it emerged that employees
acted in breach of the company’s rules and Code of Con-
duct, and these individuals’ employment was terminated.
None of the involved had senior positions and none of the

. incidents are deemed to have a essential impact on the

company's operations

l Fraud prevention l

*In 2020, 100% of all Group Finance employees (over 200
people) received training

* Targeted training for all Group Finance employees,
aimed at cultivating a culture of fairness and ethics cou-

pled with a robust internal control environment*
- o' - . .
l High ethics among business partners I
[ - .

All Group Finance employees understand
the meaning of fraud, and how it should be
prevented and identified in the workplace

* 85 Arjo employees received training in the new audit process
_ *14 business ethics ambassadors have been appointed and
trained within the company, and serve as an integrated
part of operations '

» All Arjo business partners are evaluat-
cd and auditad asaarding to a spacially
darignad prarasss

* In high-risk regions, a more detailed
prucess fscanled vul using u sptific
analycic and manitaning tanl

» Implementation of the auditing processes, including
targatad training

» Establishment of business ethics ambassadors, who
support local organizations in high-risk regions

I Supplier assessment

209G of Arjo’s totol purchaces to b « Cantinunus andits of suppliers and business partners
made from suppliers who have signed
the customized Code of Conduct for

suppliers and busincss partners

* 82% of Arjo’s total purchases made from suppliers who
have signed our customized Code of Conduct for suppliers
and business partners

* In 2020, 24 assessments of suppliers and business part-
ners were performed. The pandemic caused some delays
and outstanding assessments will be performed in 2021

NOTE1: The B C i C i kes decisions pertaining to Arjo's business ethics strategy, and is comprised of the CEQ (Chairman), EVP Lega! & Business Compliance (Vice Chairman), CFO, EVP Marketing Communication
& PR, EVP HR & Sustainability, VP Director Internal Control & Process D and other bers who are d as needed. The VP Business Compliance convenes and records the meetings, which are to be held at

least four times every year.

NOTE 2: Together with the Internal Control function, the Committee’s key role is to identify risks related to Arjo’s prepare and i directives and di and ensure that these are updated and accessible.
NOTE 3: The system means that employees can make a report of concern or of ici garding serious d The handling of incidi isc i in Itation b the busi i team and the
Group HR department. No empfoyees will be subject to disciplinary or other negative consequences for reporting their conceras or suspicions in good faith.

NOTE 4: The most common way to discover fraud at the workplace is through employee tip-offs. By training finance employees in the prevention of fraud, Arjo emphasizes the importance of understanding what fraud in the
workplace is and boosts insight in reparting mechanisms. Through swift action, losses can be minimized in respect to money, reputation and necessary monitoring measures that may harm the company.
NOTE 5: The audit pre he risk of contact with iesandi. andto safeg that Arjo has and uniform management process for this inevery aspect of the company’s operations.

aim to minimi |
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An attractive workplace

Our fundamental view Governance
Arjo's culture is built on diversity, equity and in-
clusion, a responsibility that extends to the societies
in which we operate. It is the foundation of the
Arjo Sustainability Framework 2030 as well as

Arjo’s Guiding Principles and Leadership Behaviors.

HR efforts, and include activities promoting

talent programs, employee development, as
well as occupational health and safety.

Arjo's Board of Directors contributes to the
plan and approves it twice a year. The Arjo

We value our employees and endeavor to cultivate
fair and non-discriminatory work conditions,
while offering a diverse and inclusive workplace'.

Annual targets are set as part of the strategi

versity and inclusion, succession planning and

GOALS, ACTIVITIES AND STATUS

for implementing the plan, and regularly follows-
up reports from operations. Line managers and
‘employees have operational responsibility for
implementing the plan, and that tools and re-
sources are supplied. Outcomes are followed-up
regularly by HR at global and local levels.

c
di-

Management Team has overall responsibility

; Occupational health and safety

» Establish a company-wide safety culture through improve-
ment programs and preventive measures at all units
* Regular internal and external audits of work environment

* Zero Accident Vision
* Support and resources for personal
health at the workplace

: Employee development

* An environment in which individuals
with advanced knowledge and the right
skills stay and develop with the company

* Average staff turnover: 8.5%

*100% of Arjo employees participate in
the annual global People Survey

* Talent programs (global and local)

» Succession planning to ensure skill development and se-
cured resources

* Annual global People Survey conducted to map engagement

* Mentorship programs

Diversity, equity and inclusion

* Recruitment processes that ensure diversity and equity

» Local and global talent programs that contribute to goals

« Training in Arjo Guiding Principles and Leadership Behaviors

* New directive for diversity, equity and inclusion to be
implemented in 2021

The total workforce to be comprised of
minimum 40% female employees, with
50% female managers in senior positions,
and an even gender distribution in giobal
and local talent programs

ial and contri

NOTE 1: ftis our goal to offer a workplace that attracts, d and retains

to establish a company-wide culture of safety through impi

talent,

while
i at allunits.

and

|
s Accidents per 100 employees: 2.4

« Global directives and an Occupational Health and Safety
Handbook is implemented starting January 2021

« Staff turnover: 7.9%

« Talent programs postponed due to the pandemic and will
be conducted in 2021

« Participation in the annual global People Survey: 89%
(88% in 2019)

« Percentage of women in the total workforce: 38%

« Percentage of female managers in senior positions: 37%

« Percentage of women in the Manaeement Team: 50%

« Percentage of women in the Board of Directors: 29%

« Percentage of female participants in talent programs
(2019): 45%

bution by providing equal opportunities for all, Our health and safety efforts aim
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GOALS AND OUTCOME 2018-2020

Arjo's sustainability goals 2018-2020

° Reduce energy consumption

in production, energy consumption is to be reduced by

5% in MWh/MSEK by 2020, with 2018 as the base year.

o Reduce carbon emissions

Emissions from production are to be reduced by 5% measured
in tons of CO,/MSEK by 2020, with 2018 as the base year.

Results of environmental activities

Arjo works actively to make improvements to production in accordance with established enviranmental gnals. Nuring the year,
Arjo increased its net sales by 3.9% organically, but nonetheless, energy consumption and carbon emissions remained at the
same level as in 2019. Hazardous waste comprises less than 1% of Arjo’s total waste and was further reduced in 2020. Recycling
increased during the year. Arjo met all environmental goals for 2020 and the results are presented in the graphs below.

(1) Energy consumption

5

e

2018 02 2020
O Mwh/MSEK  —  Goal 3.6 Mwh/MSEK

e Hazardous waste

V.Uu/

0.006

0.005

0.004

0.003

0.002

0.001

0.000

2018 2019 2020
B oo HZ waste/MSEK  — Goal 0,006 Tor/MSEK

e Reduce the amount of hazardous waste

The amount of hazardous waste is to be reduce by 10% by
2020, with 2018 as the base year.

o Increase recycling of non-hazardous waste

The goal is for 75% of non-hazardous waste to be recycled
by 2020, with 2018 as the base year.

© Carbon emissions
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SUSTAINABILITY REPORT

Auditor’s opinion regarding the

statutory sustainability report
To the Annual General Meeting of Arjo AB (publ), Corp. Reg. No. 559092-8064

Assignment and distribution of responsibility
The Board of Directors is responsible for the sustain-

ability report for 2020 on pages 30-45 and for it being
prepared in accordance with the Annual Accounts Act.

Approach and scope of review

Our review was conducted in accordance with the rec-
ommendation by the institute for the accounting profession
in Sweden, FAR, RevR 12 Auditor’s opinion regarding
the statutory sustainability report. This means that our

examination of the sustainability report is different and
substantially less in scope than the approach and scope

of an audit conducted in accordance with International

Standards on Auditing and generally accepted auditing

standards in Sweden. We believe that this review gives us
an adequate basis for our opinion.

Opinion
A sustainability report has been prepared.

Malmd, March 25, 2021
Ohrlings PricewaterhouseCoopers AB

Magnus Willfors
Authorized Public Accountant
Auditor in Charge

2020 ANNUAL REPORT

Cecilia Andrén Dorselius
Authorized Public Accountant
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THE SHARE

The Arjo share this year

The Arjo series B share was listed on Nasdaq Stockholm on December 12,
2017 and is included in the Nasdaq Nordic Large Cap segment. The share
trend in 2020 was favorable with an increase of 39.5%. The number of
shareholders on December 31, 2020 was 36,531.

Share trend
At year-end, the Arjo share was listed at SEK 62.85, which was
an increase of 39.5% during the year.

The highest price paid for the Arjo share in 2020 was SEK 67 on
November 2 and the lowest was SEK 38.02 on March 16, 2020.

At year-end, market capitalization amounted to SEK 17.1 billion,

compared with SEK 12.3 billion at the end of 2019. The turnover
of shares on Nasdaq for the year totaled 150.3 million.

75 25,000

— Arjo B

== OMX Stockholm_Pi (normalized} In Turnover number of shares per month (in 1.000s)

Proposed dividend
per share, SEK

2020 ANNUAL REPORT

Earnings per share, SEK

Share capital and ownership structure

At year-end 2020, share capital in Arjo totaled SEK 90,789,858
distributed among 272,369,573 shares. All shares carry the same
dividend entitlement. One series A share carries ten votes and
one series B share carries one vote. The principal owner is Carl
Bennet AB, with a holding 25.0% of the capital and 53.2% of the
votes at year-end 2020.

Dividend policy

The Arjo Board has adopted a dividend policy entailing that future
dividends will be adjusted in line with Arjo's profit level, financial
position and future development potential. The aim is for the
dividend to correspond to 30-60% of net profit after tax.

Shareholder information

financial information about Arjo is available on the Group's web-
site, www.arjo.com. Questions can also be put directly to Arjo’s
investor relations function. Annual reports, interim reports and
other information can be requested from the Group's head office
by telephone, from the website or by e-mail.

Analysts that monitor Arjo
Carnegie, Handelsbanken, Nordea, Pareto, SEB Enskilda and
ABG Sundal Collier.

(VA

Market capitalization, SEK billion




Share capital distribution

Series A Series B Total
No. of shares 18,217,200 254,152,373 272,369,573
No. of votes 182,172,000 254,152,373 436;324,373
% of capital 6.7% 93.3% 100%
% of votes 41.8% 58.2% 100%

Share data

Earnings per share after tax 1.93 1.48
Market price, December 31 62.85 45.06
Cash flow from

operations/share 8.32 4.60
Dividend 0.85" 0.65
Dividend yield, % 1.4 14
Price/earnings ratio ' 32.6 30.4
Equity per share 20.7 21.7
Average number of shares (million) 272.4 272.4
Number of shares, December 31 (million) 272.4 272.4

1) Dividend proposed by the Board of Directors.

Arjo's largest owners at December 31, 2020

Carl Bennet

Fourth Swedish National Pension Fund
Swedbank Robur funds
Handelsbanken Fonder

AMF Pension & Fonder

Vanguord

Norges Bank

Nordea funds

Dimensional Fund Advisors

BlackRock

Ownership structure 2020 (based on no. of votes)

Shares

1-1,000

1,001-5,000
5,001-20,000
20,001-100,000
100,001-500,000
500,001-5,000,060
5,000,001-20,000,000
20,000,001-
Anonymous ownership

Total

THE SHARE

Five largest countries - capital, %

Sweden 64.8%
USA 16.4%
Norway 3.8%
Finland 2.0%
UK 2.3%

Ownership by category = capital, %

Swedish owners 64.8
of whom,

private individuals 10.6%

institutions 10.5%

mutual funds 179%

other 26.6%

Foreign owners 35.2%
of whom,

institutions 92.6%

mwtuul funds FL I

other 0.4%

Series A shares  Series B shares Capital, % Votes, %

18,217,200 49,902,430 25.0% 53.2%

v 19,124,898 7.0% 4.4%

14,412,147 5.3% 3.3%

8,538,110 3.1% 2.0%

8,327,997 3.1% 1.9%

8,210,564 3.0% 1.9%

7,382,672 2.7% 1.7%

7127,220 2.6% 1.6%

5,461,000 2.0% 1.3%

4,908,343 1.8% 11%

Capital, % Votes, % Shareholders Shareholders, %

2.6% 1.7% 30,300 82.9%

3.8% 2.4% 5,076 13.9%

2.8% 1.7% 825 2.3%

3.3% >2.1% 195 0.5%

7.5% 47% 81 0.2%

21.9% 12.7% 45 0.1%

28.9% 18.0% 8 0.0%

25.0% 53.2% 1 0.0%

4.1% 2.6% n/a n/a

100.0% 100.0% 36,531 100.0%
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Directors’ Report

Operation and structure
Arjo is a global supplier of medical devices and solutions that helps
its customers improve their clinical and financial results. The Group's
solutions for patient handling, hygiene, disinfection, diagnostics, treating
leg ulcers, prevention of pressure injuries and deep vein thromboasis,
and our medical beds are all designed to promote mobility, safety and
dignity in all care situations. Fundamentally, it means contributing to
improved quality of care and enhanced efficiency, resulting in
reduced heaithcare costs.

Arjo's main customers are private and public institutions providing
acute and long-term care.

Organization

Approximately 96% of sales are conducted through Arjo’s own sales
companies and the remaining 4% through distributors in markets for
which Arjo lacks proprietary representation. Manufacturing is
conducted at five production facilities in the Dominican Republic,
Canada, China, Poland and in the UK.

Financial overview
Revenue .
Consolidated net sales increased 1.1% to SEK 9,078 M (8,976).
Adjusted for corporate acquisitions, divestments and exchange-rate
fluctuations, net sales rose by 3.9%.

Western Europe represented the Group's largest market, with
45.7% (46.4) of sales, followed by North America with 39.9% (39.3)
and Rest of the World with 14.4% (14.4).

Exceptional items
During the year, the Group had exceptional items of SEK 78 M (53).
Most of the expenses for the year comprise efficiency measures in
Europe.

Exceptional items can be specified as follows: restructuring costs
(67), acquisition expenses (4) and damage claims and disputes (7).

EBITDA
EBITDA before exceptional items amounted to SEK 1,913 M (1,728).
The EBITDA margin before qxqeptional items was 21.1% (19.2).

Operating profit
The Group’s operating profit increased to SEK 866 M (671),
corresponding to 9.5% (7.5) of net sales.

Net financial items
Net tinancial items amounted to SEK -164 M (-129).

Profit after financial items
The Group's profit atter financial items increased to SEK 702 M
(542), corresponding to 7.7% (6.1) of net sales.

Taxes
The Group's tax expense amounted to SEK 175 M (139), corresponding
to 25.0% (25.6) of profit after financial items (see Note 11).

Tied-up capital

Inventories amounted to SEK 1,039 M (1,144) and accounts receivable
to SEK 1,500 M (2,001). The average consolidated operating capital

was SEK 11,408 M (11,082). Return on working capital was 8.3% (6.5).
Goodwill totaled SEK 5,161 M (5,413) at the end of the fiscal year.

Investments

Investments amounted to SEK 805 M (750), of which SEK 296 M
(231) pertains to intangible assets and SEK 509 M (519) to tangible
assets. Investments primarily pertained to equipment for rental, iT
projects and distribution rights in BBI.

Financial position and equity/assets ratio

Shareholders’ equity at year-end amounted to SEK 5,630 M (5,914),
corresponding to an equity/assets ratio of 40,6% (41,0). The Group's
net debt totaled SEK 5,067 M (5,903), corresponding to a net debt/

" equity ratio of 0.9 (1.0). Net debt/a'djusted EBITDA before exceptional

items was 2.9% (3.0).

Cash flow _
Cash flow from operations amounted to SEK 2,267 M (1,252).
The cash conversion was 123.3% (74.7).

Shareholders' equity

For information regarding the trading of shares in Arjo, the number of
shares, the classes of shares and the rights associated with these in
the Lumpadny, see Lhe Arjo Share section on pages 48-49,

Group-wide events during the year

MDR audit

Arjo has been certified under the EU's new Medical Device Regulation
(MDR). Due to the pandemic, the EU decided to postpone the
introduction of the Regulation from 2020 to 2021, which means it will
now Lolne inlu effectin May 2021, Arju started to digitallv train the
organization in 2020 to ensurc that cmployees understand what the
certification means for both the company and healthcare.

Acquired and divested operations

Acquisitinn of equity stake in Rriin Rinmatrics (RRI)

In October, Arjo acquired a 10% equity stake in Bruin Biomeétrics (BBI),
a US-based company developing solutions for diagnosing patients
with an clevated risk of develaping pressure injuries. The deal gives
Arjo exclusive global distribution rights for BBI's portable SEM Scanner,
whirh allnws early identification of pressure injury rick and thoroby
reduces patient suffering and healthcare costs. BBl has found itself in
a start-up phase with limited sales, with annual sales amounting to
apprnximately SFK 15 M. The acquisition is expected, primarily through
the distribution agreement, to have a positive impact on Arjo’s net
sales and earnings per share beginning in 2021, and will contribute
substantially to both net sales and EPS devclopment from 2023 and
onwards. This acquisition entitles Arjn tn a permanent RR| hoard
spat and veta rights far a numhar of impartant legal bucineec and
operational matters. Therefore, Arjo is considered to have a significant
influence in BBl and the halding is recngnized as participations in
associated companies using the equity method. The purchase price
amounts to SEK 214 M, of which SEK 135 M refers to participations in
associated companies and SEK 79 M to distribution rights. The value
of the participations at year-end amounted to SEK 120 M. The change
was attributahle ta currency efferts Incame fram participatinne was
insignificant for the peiiud.
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Acquisition of AirPal

In December, Arjo acquired operations in AirPal, a privately owned
US-based company specializing in Air-Assisted Lateral Transfer solutions
for patients, The acquisition strengthens Arjo’s patient handling
portfolio and is part of the Group's long-term strategic focus toward
driving healthier outcomes for people facing imubilily Lhallenges, aind
will help advance Arjo’s agenda toward increased profitable growth.
Focus will initially be on the US market, with geographic expansion
continuing in such counties as the UK and Australia. Annual sales
amount to approximately SEK 40 M. The deal is an asset purchase
agreement and involves an upfront payment of SEK 49 M, and also
includes an earn-out tied to performance in 2021 to 2023 valued at
SEK 36 M. The value of the net assets amounts to SEK 85 M.

Research and development

The foundation of all research and development at Arjo is an in-depth
understanding of the customer’s daily lives and needs. A customer-
focused research and development process helps allocate resources
to develop solutions that contribute to enhancing the efficiency of
healthcare and solving the challenges Arjo’s customers face. Arjo
has, with about 60 years of market presence, developed competitive
processes in this field. Innovation of new products and the renewal of
oxisting product lines is one source of growth far Arjo and far the
market as a whole. Arjo has continunusly prinritized praduct design
and ease of user friendliness in developing new and oxisting products
During the year, Arjo’s research and development costs amounted to
SEK 202 M (212), corresponding to 2.2% (2.4) of net sales. Of this
amnunt SFK 114 M (139) was expensad during the year,

Personnel

Arjo has employees from throughout the world and the Group's
development depends on them. Ar]o’s Guiding Principles permeale
the enlire busituess and gl o prumole a cistomer-oriented culture
that forms the basls ol suslainable prulitable giowth, lin addition to a
strong customer focus, Arjo's culture is built on diversity, equity and
inclusion, and puts a premium on good health and safety for employees,
visitors and partners. Arjo endeavurs W be disallracllve coinparny in
which all empioyees have equal oppuortunliles, regardless ul age,
ethnicity, religion or gender. For further information, refer to Arjo's
sustainability report. At December 31, 2020, there were 6,214 (6,141)
employees, of whom 191 (186) were employed in Sweden. Arjo has
employees in a total of 30 countrles.

Remuneration to senior executives

The 2020 AGM approved the proposed guidelines for executive
remuneration. These guidelines apply up until the 2024 AGM on the
condition that no amendments are proposed, and are described
below. See Note 6 for a description of the amounts expensed under
these guidelines.

Guidelines for executive remuneration - Arjo AB

1. Scope of the guidelines, etc.

These guidelines refer to remuneration and other employment conditions
for the individuals who are members of the Arjo Management Team
during the validity of the guidelines, in the following reterred to as
“senior executives.” The guidelines are applicable to remuneration
agreed, and amendments to remuneration already agreed, after
adoption of the guidelines by the 2020 AGM. These guidelines do not
apply to any remuneration resolved or approved by the general meeting.

2. Promotion of Arjo’s business strategy, long-term interests and
sustainability, etc.
A prerequisite for the successful implementation of the company’s
business strategy and safeguarding of its long-term interests,
including its sustainability, is that the company is able to recruit and
retain qualified personnel. The basic principle is that remuneration
and other terms and conditions of employment for senior executives
shall be based on market conditions and be competitive in all
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markets where Arjo operates, to ensure that competent and skillful
employees can be attracted, motivated and retained. Individual
levels of remuneration shall be based on experience, competence,
responsibility and performance and be market-conforming in the
country in which the senior executive is employed.

3. Principles for various types of remuneration

The total remuneration to senior executives shall be on market terms
and comprise basic salary (fixed cash salary), variable remuneration,
pension benefits and other benefits. Additionally, the general
meeting may - irrespective of these guidelines - resolve on, among
other things, share-related or share price-related remuneration.

Fixed remuneration

The fixed remuneration for each position is determined based ona
global position evaluation system and external market payroll data.
The fixed remuneration, meaning the basic salary, shall be based on
the individual executive's area of responsibility, authority, competence
and performance.

Variable remuneration

The allocation of basic salary and variable remuneration shall be
proportional to the responsibility and authority of the executive.
The variable remuneration shall always be limited in advance to a
maximum amount and be connected to predetermined and measurable
criteria, designed with the purpose of promoting the company's
business strategy and long-term value creation.

The company's sustainability work is incorporated in the ongoing
operations of the company. It the company's key guidelines tor
sustainability work or ethical guidelines are not followed, the company
may refrain from paying variable remuneration or reclaim the paid
remuneration. The annual variable remuneration is constructed in such
a way that it supports Arjo’s strategy to develop products and solutions
on a long-term basis which contribute to improve care outcomes, create
amore efficient care process, enable a better work environment for
healthcare professionals and increase the quality of life for patients.
If the above activities are conducted in an efficient and sustainable
way, it will result in improved financial results and increased capital
efficiency, which form the basis for the variable remuneration.

Annual variable remuneration (STIP)

For senior executives, the annual variable remuneration (annual bonus)
shall be capped at 50% of the fixed annual basic'salary, except in
cases where the nature and competition situation ot the position, as
well as the country of employment, so require. In such cases the
annual variable remuneration shall be capped at 80% of the fixed
annual basic salary. The variable remuneration shall be based on the
objectives set by the Board of Directors. The objectives are related to
earnings, volume growth, working capital and cash flow. All members
of the group management have the same goals for annual variable
remuneration with the purpose of promoting the shareholders’
interests, the company's core values, and jointly strive to achieve the
company's business strategy, long-term interests and a sustainable
development of the company.

Variable long-term cash bonus (LTIP)

In addition to basic salary and the annual variable remuneration
above, senior executives can obtain a variable long-term bonus (LTI
bonus), awarding clear target based and measurable achievements,
and which is conditional upon continued employment at the end of
the performance period of the LTI bonus (with certain customary
exceptions). The criteria for payment of the LTI bonus are to be designed
so that they promote Arjo’s business strategy and long-term interests,
including its sustainability, by having a clear link to the business
strategy. The criteria for the LTI bonus are related to earnings per share,
adjusted for potential acquisitions, divestments, restructuring costs
and/or other material non-recurring costs. By connecting the targets
to shareholder interests, common interests are created which further
aim at promoting Arjo’s business strategy and long-term interests.



The performance period for the LTI bonus shall be at least three
tiscal years and the LTI bonus shall be capped at 100% of one year’s
basic salary for each three-year period, i.e. one third of the annual
basic salary per year. Senior executives in the Management Team are
to reinvest at least 50% of the payment (net after tax) from each LTI
program in Arjo shares, until an amount corresponding to ane annual
salary (gross) has been reinvested in shares in the company using
the funds that the senior executive has received in payment under the
LTt program issued by the company. The senior executives shall keep
these shares tor at least three years from the time of investment.

Determination of the outcome for variable remuneration, etc.

When the measurement period of the criteria for awarding variable
cash remuneration has been finalized, the Board of Directors shall.
based on a proposal from the Remuneration Committee. determine
whether the criteria have been satisfied. When determining the
satistaction of the criteria, the Board of Directors, may based on a
proposal from the Remuneration Committee, grant exceptions from
the set criteria on the basis of what is mentioned in item 5 below. For
the satisfaction of financial objectives, the evaluation shall be based
on the latest financial information made public by the company.
taking into account any adjustments that the Board of Directors has
determined in advance when implementing the program. Variahle
cash remuneration can be paid after the completion of a measure-
ment period (annual variable remuneration) or be subject to deferred
payment (LTI bonus).

Arjo actively works with ensuring that the company is managed in
the most sustainable, responsible and efficient way possible and that
applicable legislation and other regulations are comolied with. Arja
also applies internal rules which include a code of conduct and
different steering documents on group level (policies, instructions
and guidelines) in several areas. Variable remuneration shall not be
awarded, or variable remuneration may be reclaimed, if the senior
executive has acted contrary to these rules, principles or the
¢ompany'’s code of conduct. In case earnings before taxes are
negative, variable remuneration shall not be awarded. The Board of
Directors shall have the possibility, pursuant to applicable law or
contractual provisions, to in whole or in part reclaim variable
remuneration paid on incorrect grounds (clawback).

Other variable romuncration

Further variable cash remuneration may be awarded in extraordinary
circumstances, provided that such extraordinary arrangements are
only made tor the purpose of recruiting or retaining executives. Such
rémuneration may not exceed an amount corresponding to 50% of
the basic salary and may not be paid more than once each vear and
per each individual. Any resolution on such remuneration shall be
made by the Board of Directors based on a proposal from the
Remuneration Committee. In addition to the variable remyneration
above, share-related or share price-related incentive programs as
resolved trom time to time, may be set up according to the above.

Pension

For the CEO, pension benefits shall be premium defined. The pension
premiums for premium defined pension shall amount to not more
than 30% of the fixed basic salary. Variable cash remuneration shall
not qualify for pension benefits.

Uther senior executives shall be covered by ITP 1 or ITP 2 and the
pension benefits shall be premium defined. Variable cash remunera-
tion shall only qualify for pension benefits to the extent required by
mandatory collective agreement provisions as applicable to the
executive. Should that be the case, it should be considered when
torming the total remuneration package. The pension premiums for
premium defined pension shall amount to a maximum of 30% for
parts exceeding the cap in applicable ITP plan.

For employments governed by rules other than Swedish, pension
benefits and other benefits may be duly adjusted for compliance with
mandatory rules or established local practice, taking into account, to
the extent possible, the overall purpose of these guidelines.
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Other henefits

Other benefits such as company car, extra health insurance or
occupational health service may be provided to the extent this is
considered customary for senior executives holding equivalent
positions on the labor market on which the employee operates. The
total value of thcsc benefits shalt amount to not more than 10% of
the fixed basic salary.

Terms of natire

Senior executives shall be employed until further notice. Upon termination
of the CEQ's employment, if such termination is determined by the
company, the notice period shall be twelve (12) months. The notice
period may not exceed twelve (12) months if notice of termination of
ather seninr executives’ employment is made by the cuinpany. The
nntire period may not to oieeed 3ix (6) iniuniths, willivul any right to
severance pay, when tarmination is made by the eaeculive.

Senior executives may be compensated for a non-compete
undertaking after the termination of the empluyment, however, only
to the extent severance pay is not paid during the same period of
time. The purpose of such remuneration shall be to compensate the
senior executive for the difference between Uie munthly basic salary
at the time of termination of the employment, and the (lower) monthly
inrnma which is ebtainod, or esuld be oblaied, by a new employment
agreement, assignment or own business. The remuneration may be
paid during the period the non-compete undertaking is applicable,
and no longer than a period of twelve (12) months after the
termination of the employment.

Salary and ampleyment conditiviis fur empluyees

In the preparation of the Board's proposal for these remuneration
guidelincs, salary and employment conditions for cmployees of the
company have heen taken into account by ineluding infonnativiiun
the employees'’ total income, the components of the remuneration
and increase and growth rate over time, in the Remunes alivn
Committee’s and the Board's basis for decision when evalualing
whether the guidelines and the limitations sct out herein are
reasnnahle, The developmont of the gap betweei the renuneration
tn executives and remuncrotion to other ennpluyees will be disclosed
in the remuneration report.

4, Tho dacicion-maliing process lu delenming, review and impiement
the guidelines
The Board of Directors has previously established a Reimunes aliun
Committer The Committee’s tacks include preparing the Buard ul
Directors’ decision to propose guidclines for executive remuneration.
These gnidelines are subject to review on annual basis Ly Lhe Buard
of Directors and submitted for resolution by the annual general
meeting when changes arc proposed, or al easl every [our years. 1 he
Remitneratinn Cnmmitteao chall also monitor and evaluale prugrdins
for variable remuneration for the executive management, the
application of the guidelines for executive remuneration as well as
the current remuneration structures and compensation levels in the
wuinpdny. 1he LEU and other members of the executive manage-
ment do not participate in the Board of Directors’ processing of and
resolutions regarding remuneration-related matters in so far as they
are affected by such matters.

5. Derogation from the guidelines

The Board may temporarily resolve to derogate from the guidelines,
in whole or in part, if in a specific case there is special cause for the
derogation and a derngation is necessary to scrve the compaiy's
long=term inlarests, including its sustainability, o Lo cusure Lthe
company’s financial viability, As sct eut above, the Retnuneration
Committee’s tasks include preparing thec Board's resolutions in
remuneration-related mattcrs. This includes any resululions to
derogate from the guidelines.
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Susluinubility agenda
Arjo endeavors to build up a sustainable, profitable company, while at the
same time assuming responsibility for social, ethical and environmental
issues. This is regarded as crucial for achieving long-term success.

Arjo’s offering of know-huw, eyuipiment and solutions generates
values that contribute to a sustainable future within healthcare.
Based on a regular materiaiity analysls, an active suslainability
agenda is pursued through the Arjo Sustainability Framework 2030
in three focus areas: a sustainable offering throughout the value
chain, a reaponsible campany and an attractive warkplace. Arjo ensures
that approved activities are innpleimented threugh clear governance
and a systemati¢ Work process. The susldalnabilily agenda 13 pursusd
by the Management Team, and the Board regularly studies reports to
support the development of key initiatives. Arjo is working to modify
the sustainability reporting process in accordance with the Global
Reporting Initiative (GRI) guidelines, and reports will be prepared in
accordance with GRI from 2022.

Read more about the Group's sustainability ettorts on pages 30-45.

Environmental impact

Arjo works systematically to reduce the Group’s environmental
footprint throughout the value chain. Initiatives to reduce Arjo's
cnvironmental impact are partly a result of the national and
international regulations that Arjo must comply with and to fulfill the
Group's own internal objectives and follow policies.

To ensure that production is conducted in accordance with legislation
and international rules, the Group has introduced environmental-
management systems at its production facilities, which are certified
according 1o the internatienal standard 1SO 11001. These management

Risk assessment 2020

October 2020

The highest ranked risks on
Arjo's risk map were presented to
the Board by the company’s CFO.

T

systems provide solid conditions for structured and proactive
environmental work. The management systems also includé regular
updates to the environmental impact of the facilities.

The key goal is to reduce Arjo's total CO, emissions by 50% by 2030,
with 2019 as the base year. To reduce the company's climate impact,
focus is primarily directed to minimizing energy consumption and CO,
emissions in the areas of production, vehicles, transportation and
business travel, reducing the amount of hazardous and non-hazardous
waste and increasing the contribution to the circular economy.

Further information concerning Arjo's environmental work is
presented on page 41.

Risk management

Arjo is exposed to a number of strategic, operational, financial and
compliance-related risks. The Management Team performs arisk
assessment every year led by the CFO and the Internal Control function,
in accordance with the company's directive on risk management and
internal control. The purpose of the assessment is to identity and
analyze the company’s most material risks and any events that could
impact Arjo's ability to carry out the company's strategy and achieve
defined objectives and visions. The results of the risk assessment
comprise a risk register containing descriptions of the company’s
most critical risks, how they are managed by the responsible function(s)
and an evaluation of the probability that these risks may arise in a
specific time period and their impact on the company. Identifying
risks from a Group perspective enables management and the Board
to examine and adapt to key risks and assess how the company
respond to and monitor these. The main risks are theniillustrated ina
risk map that shows residual risk, meaning the risk remaining after
control activities have taken place, which is presented to the Audit

January 2020

Arjo’s risk assessment for 2019
was presented to the Audit Com-
mittee by the company’s CFO and
Internal Control.

April-May 2020

When the new CFO joined the com-
pany, the CFO and Internal Control
performed a risk assessment with

July 2020

| he highést rankea nisks vt
Arjo’s risk map were presented
to the Chairman of the Audit
Committee by the CFO and
Interanl Gontral,

May 2020

A consolidated risk map

was presented to and examined
by the Management Team.

each member of the Management
Team and relevant people in their
organizations.

As part of this risk assessment,

risk managers were tasked with the

following:

« Identifing material risks in their area
of responsibility

* Defining how risks are managed and
monitored in their organization

« Assessing the impact and probabil-
ity of the risks (low 1 - high 5) after
mitigating actions



Committee by the CFO and Internal Control, and to the Board by the
company’s CFO.

Arjo’s risk assessment process is outlined in the illustration on
page 54,

Customers and healthcare reimbursement systems

A considerable share of Arjo's revenue is derived from sales of products
to public sector entities. A political discussion taking place in many
countries concerns whether private healthcare providers should be
able to offer publicly funded healthcare services. There is a risk that
authorities in countries where Arjo operates will decide to limit or
completely discontinue public funding of private healthcare, which
could affect the establishment of new hospitals and other healthcare
facilities and their purchasing of healthcare products, such as Arjo’s
emergency and long-term care products.

Sales of the Group’s products are also dependent on various
reimbursement systems in each of Arjo's markets. In many of Arjo's
markets (such as the US), it is often the patient's insurance company
that - within the framework of the existing political reimbursement
system - tunds or subsidizes products for the patient's care. Some of
the success for sales of Arjo's products in these markets is dependent
oh Whéther Arjo's products have been approved for reimbursement
under the vartous reimbursement systems. Since Arjo conducts
operations in many different countries and markets, the above-named
risks are limited for the Group as a whole,

Research and development

Arjo's future growth is also dependent on the continued expansion of
new product segments and new product types in existing product
segments, which is dependent on the Group's ability to influence,
predict, identify and respond to changing customer preferences and
needs. Arjo invests in research and development in order to produce
and launch new products, but there is no guarantee that any new
products will achieve the same degree of success as in the past. Nor
is there any certainty that Arjo will succeed in predicting or
identitying trends in customer preferences and needs, or that Arjo
will identity them earlier than its competitors. To maximize the
return on research and development efforts, the Group has a highly
structured selection and planning process to ensure that the Group
prioritizes correctly when making decisions about potential projects,
This process includes careful analyses of the market, technological
progress, choice of production method and selection of subsuppliers.
Development activities are conducted in a structured manner and
the deliveries ot every project undergo a number of fixed control
points. Arjo is focused on product launches that will lead to more
efflclent care, in which more diseases and conditions of ill health can
be treated, which is expected to drive demand from end customers
and therefore market growth. Product development that leads to a
broader product range is a means for increasing organic growth in
the market in which Arjo operates.

Product liability and damage claims

As amedical device supplier, Arjo, like other healthcare industry
players, may sometimes be subject to claims related to product
liability and other damage claims. Such claims could involve large
tinancial amounts, result in significant legal expenses and negatively
affect the company’s reputation and customer relationships. Arjo
hmits the risk of product liability and other damage claims related to
Its products and their use through the company's extensive quality
and safety activities. A comprehensive insurance programis in place
to cover any liability risks (including product liability) to which the
Group is exposed.

Protecting and managing the infringement of intellectual
nroperty righte

Arjo invests signiticant tinancial amounts in research and development,
and s continuously developing new products and technological solutions.
To secure revenue from these investments, new products and technologies
must be protected from unlawful use by competitors. If possible and
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appropriate, Arjo protects its intellectual property rights by
registering patents, design and trademarks. The Group is also
dependent upon know-how and trade secrets that cannot be
protected under intellectual property law.

In 2020, the Graup prepared improved its instructions on how to
prevent, investigate and manage potential cases of infringement. In
addition. impraved pracedures have hean implemented to ansure
efficient maintenance of the existing portfolio of rights.

Coronavirus (Cavid-19)

The corona pandemic impacts both the Group’s customers in the
healthcare sectar and sariety as a whole. Tha restrictions and
recommendations introduced by the authorities to restrict the rate of
infection could lead to limited arcessihility and difficulties for the
company to reach customers. It could also lead to lower demand for
the products and services that are nnt priaritized during a crisis, or
higher demand that rannnt he met. The pandemic could also present
arisk for some of the company's employees who are exposed to the virus
through their work environment. which impases strict requirements an
the operations as regards a high level of expertise and precautionary
measures. Covid-19 could also impact the Group’s supply chain,
which may lead to delays to deliveries and production disruptions In
addition, coronavirus may also entail fluctnations in the financial
system, which could result in indirect or direct financing difficulties
far the rampany Tha Group ic clesoly menitoring developments aind
is succossivoly making the necessary business Jedisiviis lu enisure
praductinn and deliveries tn the healthcare cactoer in this serieus
situation, Ario is following the guidelines set hy the autharitiac in the
geogranhical areas in whirh the campany nperates, and providing it
personnel with equipment and training to manage the risk of exposure
and ensure a safe and secure work enviranment. Arjn tn date has not
experienced any major production disruptions due to the pandemic.
The organization is managing the situation well and is maintaining a
close dialog with subsuppliers to ensure arrass to key compononts,
Production capacity for medical beds has been increased to meet
higher demand. Aria is warking proarctively tn ensire financial
contingency in this uncertain time and is continuing to closaely
monitor developments.

Risk of cyber attacks
Arjois dependent on IT and its surrniinding infrastructure and thus is
exposed to the risk of cyber attacks. These attacks may comprise
trojans, ransomware, malware or data hacking which ranld invnlve
the aim of intrusion. data corruptinn, data theft, threats or taking
over a system. They could also take on the form of phishing via e-mail
that leads to revealing confidential infarmatinn, downloading malicious
code, financial payments or collecting authentication information
(user name and password). The risk nf ryher attacks also arises if
access controls are not handled correctly and unautharized users
gain anress to areas nf systems that they arg net permittad tn enter.
Arjo works actively on risk assessments of its IT infrastructure and
sensitive data and has defined mitigating processes and controls,
knawn as IT General Cantral (IT(0) to protect the company. Thg
contral envirnnment inclndes firewalls, patch managoment, virua
programs. penetration and reravery tests and automated scanning of
incoming and outgoing e-mail traffic to identify phishing, To restrict
access to the system and data. access rantrnls are need, for grampla,
employees’ VPN accounts linked to the company’s HR system Arja’s
Chief Information Security Qfficer (C1SO) held a number of training
courses on IT security during the year to increasa know-how;
encourage caution and ensure that emplayees are aware nf and
fallow the campany‘s IT policy and directivee. Tho internal contrul
anvirornnnl is wvalualud by the company’'s CISU every year aid
partly by the external anditnrs,

Changes related to general economic and palitical canditions
Ario operates in several parts of the warld and, like other companies,
is affected by general global economic, finanrial and palitical
conditions. Demand for Arjo's medical devires and solutions is
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influenced by various factors, including macroeconomic trends.
Uncertainty about future economic prospects, including political
concerns, canld adversely affect customers’ decisions to buy Arjo's
products, which would adversely affect Arjo's operations, financial
position and results. Furthermore, changes in the political situalion
in a region or country, or political decisions affecting an industry or
country, could also have a material adverse impact on sales of Arjo's
products. Since Arjo operates in a large numbher of geographical
marleets; this risk is limitod for the Group as a whale,

Authorities and supervisory bodies

The healthcare market is highly regulated in all of the countries
whare &rjn nperates Arjn's proadiuct range is subject to legislation,
including EU Directives and implementing acts regarding medical
devices, and the US Food and Drug Administration’s (FDA)
regulations and related quality systems requirements, which also
encompass comprehensive evaluation, quality assurance and
product documentation.

Arjo devotes significant efforts and resources to implementing
and applying guidelines to ensure regulatory compliance. Annual
audits are performed by designated accreditation bodies to ensure
compliance for continued CE marking of Arjo’s products and interna-
tinnal legal requirements, including the FDA, MDSAP and EU MDR.

In 2020, Arjo continued efforts to meet the requirements of the
EU MDR that is scheduled to come into force in May 2021. Arjo has
had an organization-wide plan in place since 2017 to ensure MDR
compllance and has achieved MDR certification following a
successful GQMS audil at the end ul 2019 and audit of product
documentation in 2020.

All of the Group's production facililies are also certified according
to 1SO 13485 (Medical devices - quality management systems) and/or
1SO 9001 (Quality management systems) from BSI The Netherlands.

Findne¢lal risk maonagement

1hrough its tperalions, Arju ls eapused Ly a uurnbei of financial risles:
Arjo's risk management is regulated by a finance policy established
by the Board. Ultimate responsibility for managing the Group's
financial risks and developing methods and policies for mitigating
these risks lies with Group management and Group Finance. The
Group's financial risks comprise currency risk, interest-rate risk,
credit and counterparty risk, and tax risk, of which currency is the
most important risk.

Currency risks

Currency risks comprise exchange-rate fluctuations, which have an
impact on the Group's earnings and shareholders’ equity. Currency
exposure occurs in connection with payments in foreign currency
(transaction exposure) and when translating foreign subsidiaries’
balance sheets and income statements into SEK (translation
exposure). The effect of exchange-rate fluctuations on earnings
calculated using volumes and earnings in foreign currencies is
presented in Note 28.

Transaction exposure

Payment flows as a result of sales income and cost of goods sold in
foreign currencies cause currency exposure that affects Group
datitligs bt Uhw svent ul ouchiongs iate flistuatiana, The Greup's
payment flnws in foreign currencies consist mainly of the income
generated by export sales. Tho most important currencies are 11SD,
EUR, GBP, CAD, PLI, CNY and AUD.

Arjo hedges the most important currency exposures in the period
whaon the transaction arenurs Hedging tank place using currency
forward contracts. For more information, see Note 28 Financial risk
management
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Translation exposure - income statement

When translating the results of foreign Group companies into SEK,
currency exposure occurs, which affects the Group’s earnings when
exchange rates fluctuate.

Translation exposure - balance sheet

Currency exposure occurs when translating net assets of foreign
Group companies into SEK, which can affect the Group's other
comprehensive income.

Sensitivity analysis

Arjo’s earnings are affected by a series of external factors. The
table below shows how changes to some of the key factors that are
important to Arjo could have affected the Group’s protit atter
financial items in 2020.

Change SEK M

Price change 1% +91
Cost of goods sold +1% +50
Salary costs +1% +34

+1% percentage

Interest rates 3
point

The effect of a £1 percentage point change in interest rates on Arjo's
profit after financial items was calculated based on the Group's
interest-bearing liabilities, excluding pension liabilities, at year-end
2020. The impact of a t1 percentage point change in interest rates
on equity is about SEK 40 M. Consideration was given to the effect of
the various risk-management measures that Arjo applies in
accordance with its approved policy.

Taxes

Arjo is a global company with operations in many countries. Through
its operations, the Group contributes to society through taxes and
fees. The global environment entails the risk of double taxation and
tax disputes since the Group’s transactions and business dealings
involve exposure to the areas of corporate tax, customs duties, social
security contributions, income tax and value added value. Arjo
follows national and internationai tax legislation and pays taxes and
fees in accordance with local laws and regulations in the countries
where it operates.

Arjo follows the OECD guidelines for transfer pricing, which means
that gains are allocated and taxed where the amount is generated.
The OECD's guidelines on internal pricing can be interpreted in
different ways, which may mean that the tax authorities in different
countries may question the results of Arjo's transfer pricing model,
despite the fact that the company follows the OCED guidelines. This
may entail the risk of tax disputes in the Group when Arjo and the
local tax authorities have differing interpretations.

Outlook 2021
Organic sales growth for 2021 is expected to be in the interval of
the Group's new target of 3-5% per year.
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Corporate governance at Arjo

Arjo AB (publ) is a Swedish public limited liability company listed on Nasdaq Stockholm,

Large Cap segment. Arjo's corporate governance is based on Swedish legislation,
Arjo's Articles of Association, the Swedish Corporate Governance Code (the "Code").
Nasdaq Stockholm'’s Rule Book for Issuers, and other applicable rules and recom-
mendations. The 2020 Corporate Governance Report is presented here.

Iintroduction

Arjo is a global supplier of medical devices and solutions that creates
improved clinical and financial outcomes for healthcare through
improved mobility, and thus contributes to a sustainable healthcare
system. Arjo creates value by preventing complications and improving
the quality of care for patients, and enabling a better work environment
with a lower risk of injury and higher efficiency for healthcare professionals.
Arjo's main customers are public and private institutions eroviding
acute and long-term care. Confidence in Arjo and its products is
enirely décisive tor continued sales successes. Corporate governance
1s aimed at ensuring the continued strong performance of the Group
by ensuring that the Group fulfills its obligations to shareholders,
customers, employees, suppliers, creditors and society. The Group's
corporate governance and internal regulations are consistently
geared toward business objectives and strategies. The Group's risks
are well-analyzed and risk management is integrated in the work of
the Board and in operational activities. Arjo’s organization and gover-
nance are designed to be able to react quickly to changes in the
market. Operational decision-making is decentralized and close to
the customer, while overall decisions on strategy and approach are
made by Arjo's Board of Directors and Management Team.

External and internal requlations

Arjo’'s corporate governance is based on Swedish legislation such as
the Companies Act and the Annual Accounts Act, and external
governing instruments, including Nasdaq Stockholm’s Rule Book for
Issuers, and the Swedish Corporate Governance Code (the “Code”).
The Code is based on the “comply or explain” principle, which means
that a company that applies the Code does not always have to comply
with every rule in the Code and instead can choose alternative
solutions that are deemed to be more suitable to the company’s
specific circumstances. This requires that each deviation is reported,
the chosen solution is described and that an explanation for the
deviation is presented. Arjo did not deviate from the Code's rules in
2020. The company complies with the Swedish Securities Coungil's
statement on good practice in the Swedish stock market. The internal
governing documents relating to Arjo's corporate governance include
Arjo AB's Articles of Association, instructions and formal work plan
for the Board of Directors, Board committees and CEQ, various
policies and guidelines as well as Arjo's Code of Conduct and Guiding
Principles. The Articles of Association are available on Arjo's website
www.arjo.com under corporate governance.

General Meetings

Shareholders exercise their rights to make decisions concerning
Arjo's attairs at the Generai Meeting (Annual General Meeting and
Extradrdinary General Meetings), which is Arjo's highest decision-
making body. The Annual General Meeting will be held each year
betore the end of June in Malmé, Sweden. Extraordinary General
Meetings can be convened when required. The General Meeting
résolves on a number of issues, including the adoption of the income
statement and balance sheet, appropriation of Arjo’s profif or loss,
aischarge ot Board members and the CEO in relation to the company,
the structure of the Nomination Committee, the election of Board

members (including the Chairman) and auditors, The General Mecting
also resolves on remuneration of Board members and auditors,
guidelines for the remuneratian of the £ FN and nther senior oxacutivos,
and any amendments to the Articles of Assaciatinn. At the Annual
General Meeting, shareholders are entitled to address questions
about the company and its results for the year in quaestion. Meticot of
Annual General Meetings and Extraordinary General Meetings at
which amendments to the Articles of Assnriatinn are to be addracced
shall be served not earlier than six weeks and not later than three
weeks prior to the Meeting. Notices of other Extraordinary General
Meetings shall be served not earlier than six weeks and not later than
three weeks prior to the Meeting. Nntifiration of the convening of
General Meetings is issued through an advertisement heing placed
in Post- och Inrikes Tidningar and on www.arjn.ram At the time nf
notice, an announcement that the natice has heenissied is to be
published in Svenska Dagbladet, Shareholders that wish ta participate
in a general meeting shall be recarded in a print-out or other
representation of the entire share register as per the record date of
the general meeting, as determined in accordance with the Swedish
Companies Act and notify the company of their intention to participate
by the date specified in the notice convening the Meeting. The last
mentioned day must not be a Sunday, other public holiday, Saturday,
Midsummer's Eve. Christmas Fve nr New Year's Eve and not fall
earlier than the fifth weekday prior to the Meeting.

Shareholders
For more information about the shareholders and the share, see
pages 48-49 and www.arjo.com.

2020 Annual General Meeting

The AGM was held on June 29, 2020. The AGM resalved to adopt
the income statement and balance sheet presented and ta approve
the Board's proposed appropriation of profits.

2021 Annual General Meeting

Arjo’s Annual General Meeting will be held virtually an April 27, 2021
with the option of postal voting. For further information, see Arjo’s
website, www,ario.com,

Nomination Committee

In accordance with the resolution of Arjn’s 2020 Annnal Genaral
Meeting, the Nomination Committee in respect of the Annual
General Meeting shall be composed of members appointed by the
three largest shareholders in terms of voting rights, based on a list of
owner-registered shareholders fram Furnrlear Sweden AR or other
reliable ownership information, as of August 31 nf each year, and the
Chairman of the Board of Directors. In addition, if the Chairman of
the Board, in consultation with the memher appninted hy the largest
shareholder in terms of voting rights, deems it appropriate, it shall
include an, in relation to the companv and its majar sharehnlders,
independent representative of the minor sharehalders as a member
of the Nomination Committee, The Committee memher representing
the largest shareholder in terms of the numbher nf vates is ta be
appointed Chairman of the Nomination Committee, The Nomination
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Arjo's corporate governance

Naminntinn
Committee

Shurehivlders

Auditars

Arjo's Management Team

Committee is to present proposals on the Chairman of General
Meetings, the Board of Directors, the Chairman of the Board,
auditors, Board fees as specified between the Chairman and other
Board members, remuneration for Committee work and fees to the
company's auditors.

Nomination Committoo ahead of 2021 Annunl General Meeting
Ahead of the 2021 Annual General Meeting, Arjo’s Nomination
Committee comprised Chairman Carl Bennet (Carl Bennet AR), Per
Colleen (Fourth Swedish National Pension Fund), Marianne Nilsson
(Swedbank Robur), as well as Board Chairman Jahan Malmaquist, After
consulting with the Chairman of the Nomination Committee, the
Chairman of the Board did not consider it necessary to appoint a
representative for the minor shareholders ahead of the 2021 Annual
General Meeting. From its statutory meeting until the submission of
the Annual Repnrt, the Nomination Committee held two meetings.

Board of Directors and Committees in 2020

Audit Committee < Internal control

Remuneration Committee

As a basis for its proposal to the 2021 AGM, the Nomination Committee
made an assessment as to whether the current Board of Directors is
suitably composed and meets the demands that are placed on the
Board in view of the company’s operations, position and other conditions
including relevant sustainability aspects. The Nomination Committee
interviewed one of the company's Board members and discussed the
principal demands that should be made of Board members, including
the requirement for independent members, and considered the number
of Board assignments each member has for other companies, as well as
highlighting the issue of a more even gender distribution. The Nomination
Committee has announced that it applied rule 4.1 of the Code as diversity
policy in preparing proposals of Board members ahead of the 2021 AGM.,
The aim of the policy is that the Board is to have a composition appropriate
to the company's operations, phase of development and other relevant
circumstances and to exhibit diversity and breadth of qualifications,
experience and background, and strive for an equal gender distribution.

Committees Attendance at meetings

Year Audit Remuneration Board Audit Remuneration
elected Independent Committee  Committee meetings Committee Committee
Johan Malmquist, Chairman of the Board 2017 Yes Chairman 15/15 3/3
Carl Bennet 2017 No¥ Member 15715 3/3
Carola Lemne 2017 Yes Member 13/15 4/4 A
LIIf Grunander 2m7 Yes Chairman 15/15 4/4
Eva Elmstedt 2017 Yes Member 15715 4/4 »
Juucin Linduff 2017 No? 15/15
Dan Frohm 2019 No" Member 15/15 4/4
Board members and deputies 7
appointed by employees®
Sten Bérjesson 2017 14/15
Ingrid Hultgren 2017 13713
Kaisa Haraldsson 2017 12/15
Eva Sandling Gralén 2018 15/15
Jimmy Linde 2020 1715

1) Mot indopandaent in ralatinn tn the companv's maior shareholders
2) ot Independent b velalivi Lo the y and t

3) Inerid Hultgren stepped down as Board member in October 2020 and was replaced by Kajsa Haraldsson, former deputy. At the same time, Jimmy Linde took the rofe of deputy.
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Work of the Board of Directors in 2020

February
« Year-End Report
« Auditor’s report
« Review of Quality
& Regulatory Compliance
« Report from Audit Committee
» Report from Remuneration Committee
«» Board evaluation

June
« Statutory
Board meeting

I [ I

September

* Review of the strategy

« Approval of the Sustain-
ability Framework 2030

LURPORAIE GOVERNANCE REPORT

December

* Review of sustainability work

« Adoption of 2021 budget

» Adoption of long range plan (LRP)
for 2023

« Succession planning and Talent
Management

* Report from Remuneration
Committee

I

l l

April

« Interim Report Q1

* Report from
Audit Committee

July

In addition to the Board meetings described above, the
Board held regular Board and information meetings focusing
on the company’s handling of the pandemic. Furthermore, the
Audit Committee held four meetings and the Remuneration
Committee held three.

Board of Directors

Composition and Board members’ independence

According to the Articles of Association, Arjo’s Board of Directors is
to comprise not fewer than three (3) and not more than ten (10)
members elected by the Annual General Meeting for the period up
until the end of the next Annual General Meeting, The Board
members are elected annually at the AGM to serve for the period up
to and including the next AGM. Employees have the right to appoint
two representatives and two deputy members to the Board. At the
AGM held on June 29, 2020, Carl Bennet, Eva Eimstedt, Dan frohm,
UIf Grunander, Carola Lemne, Joacim Lindoff and Johan Malmquist
were elected Board members. Arjo's CEO, Joacim Lindoff, is a
member of the Board and Arjo’s Group General Counsel serves as
secretary to the Board. Other executives of Arjo participate in Board
meetings as rapporteurs for special issues. According to the Code, a
majority of the Board members elected by the Meeting are to be
independent in relation to Arjo and the Management Team. In addition,
in accordance with the Code, at least two of the Board members who
are independent in relation to Arjo and the Management Team, must
also be independent in relation to the company’s major shareholders.
The composition of Arjo’'s Board meets the requirements of
independence stipulated in the Code. The Board members' individual
shareholdings, their independence in relation to the company,
executive management and major shareholders as well as their other
asslgnments in other companies are presented in the table below
and In the preséntation ot Board members on pages 62-63.

Board Chairman’s responsibility

The Chairman ot the Board follows Arjo’s operations through
continuous contact with the CEQ. The Chairman organizes and heads
the Buard's work, and is responsible for ensuring that the other Board
members receive satistactory information and documentation for
decision-making. The Chairman is also responsible for ensuring that
new Board members continuously update and deepen their knowledge
of Arjo and othierwise receive the continuous training required to enable
Board work to be conducted efficiently. It is also the Chairman who is
responsible for contacts with shareholders regarding ownership
Issues and for ensuring that the Board evaluates its work annually.

« Interim Report Q2
« Report from Audit Committee

!

October

« Approval of new financial targets
(2021-2023)

« Interim Report Q3

* Report from Audit Committee

* Review of the company’s risk map

« Review of Business Compliance

Board of Directors’ responsibility and work

The work of the Board of Directars is governed mainly by the Swedish
Companies Act, the Code and the Board's formal work plan. The Board's
formal work plan also states that the Board's averall assignment is to
assume responsibility for the Group's organization and management
of its business. adaption of the Granp’s nverall goals, dovolopment
and follow-up of the overall strategies. derisinns about major acquisitions,
divestments and investments, decisions regarding potential plarements
and loans in accordance with the finance palicy, cantinnous follow-up
of the operations, adoption of the quarterly reports and year-end
reports, and the continuous evaluation af the CFO and nthar members
of the Management Team. The Baard is alsn respansible for ensuring
the quality of the financial reporting, including systems for monitoring
the internal control of Arjo’s financial reporting and position (see
“Internal contrel”), In addition. the Rnard shall ensure that Arjo's
external information disclosure is characterized by openness and is
correct, relevant and clear. The Board is also respansible for adopting
the required guidelines and nther palicy dnriimants, cuch ac the
commuynications oalicy and the insider policy Recurring itemc on the
agenda of the Board's meetings include the following: business situation,
project status, market issues. risk management, adoption of the intorim
report, strategic review, future outlook and economic and financial
reporting. The Board held its statutnry meeting on June 29, 2020 and
convened 15 times in 2020, with an average attendance rate nf Q7%
of the elected members. At its scheduled meetings. the Rnard
addressed fixed agenda items in accordance with the Board's formal
work plan and other ongoing accounting and legal business matters.

Board committees

From among its own numbers. the Baard estahlished two committocs;
the Audit Committee and the Remuneration Committee, hath nf
which work within the instructinns estahlished by the Board.

Audit Committee

The Audit Committee is to monitor the processes in Arjo's financial
reporting and ensure and manitor the efficiency of the company's
internal control by reporting from the Internal Cantral Granp
function. Part of the work is to remain infermed ahaut the evternal
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audit of the annual report and consolidated financial statements,
review and monitor the impartiality and independence of the auditors
and, in particular, whether the auditors have provided the company
with services other than auditing services. The Audit Committee
meels regularly with the auditor to diccuss the cnardinatinn nf
internal control and external auditing.

Additionally, the Audit Committea is tn assist the Nomination
Committee in proposals for the AGM resolution on the election of
auditors by, for example, ensuring that the auditor’'s mandate period
does not exceed the time permitted by applicable laws, managing the
wucurement of suditing services (if appropriate) and suhmitting a
recommendation of a proposal to the Nomination Committee. The
Committee shall also inform the Board of the result of the audit,
including how the audit has verified the company’s financial statements,
and otherwise conduct the work required to meet all of the require-
ments contained in the EU Audit Regulation. In addition, the Audit
Committee will resolve on guidelines for the procurement of services
other than audit services from the company's auditor and, if appropriate,
approval of such services. Finally, the Audit Committee will evaluate
the work of thc auditor and inform the Nomination Committee of the
result of this evaluation.

In 2020, Arjo's Audit Committee comprised Board members UIf
Grunander (Chairman), Eva Elmstedt, Carola Lemne and Dan Frohm.
The Committee meets the requirements of the Swedish Companies
Act regarding auditing and audit competence. In 2020, the Committee
tield luw minuted meetings, including informal contact when neressary.
The attendance of members at the Committee meetings are
presented in the tablc on page 58.

The company’s auditors participated in all meetings convened by
the Audit Committee. Jointly with the auditors, the Committee
discussed and established the scope of the audit. Other executives of
Arjo participate in Audit Committee meetings as rappurleurs for
special issues.

Remuneration Committee

The Remuneration Committee's main tasks of the Committee are to
prepare the Board's decisions in matters involving remuneration
principles, remuneration and other employment terms and conditions
fur llie CCO and other senior oxasutivas, 2nd ta manitar and evaluate
programs involving variable remuneration of the Management Team
that are ongoing and were concluded during the year. The Committee
will also monitor and evaluate the application of remuneration
guidelines for senior exccutivos that the Annual fieneral Meeting
resolved upon, as well as the applicable remuneration structures and
remuncroation levelc within the company The Remuneration
Committee comprises Johan Malmquist (Chairman) and Carl Bennet.
In 2020, the Committee held three minuted meetings, including
infunmal contact whon necascary. The attandance nf memhers at the
Committee meelings are presented in the table on page 58.

Remuneration of Board ot Directors

Il was 1e30lved that fees; excluding Committes feas, wonld he paid to
Lhe Board in the total amount of SEK 4,475,000, of which SEK 1,425,000
to the Chairman and SEK 610,000 to each of the other Board members
who arc clected by tho AGM and are not emplayed by the Groun.

Fees for Board and Committee wark 2020 (SEK)

Name

Johan Malmquist
Curl Dernet

Eva Elmstedt

UIf Grununder
Carola Lemne

Dan Frohm
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Furthermore, the AGM decided that remuneration for the work of the
Audit Committee was to be paid in the amount of SEK 254,000 to
the Chairman and SEK 127,000 to each of the other members, and
that remuneration for the work of the Remuneration Committee was
to be paid in the amount of SEK 132,000 to the Chairman and SEK
97,000 to each of the other members. For complete intormation
regarding remuneration of senior executives, see Note 6.

CEO and Management Team

The CEQ is responsible for the continuous management and development
of Ario in accordance with applicable legislation and regulations,
including Nasdaq Stockholm'’s Rule Book for Issuers, the Code and
the guidelines, instructions and strategies established by the Board
of Directors. The CEQ is to ensure that the Board of Directors
receives objective and relevant information as required for the Board
to be able to make well-founded decisions. In addition, the CEO
oversees that Arjo's goals, policies and strategic plans as established
by the Board are followed and is responsible for informing the Board
of Arjo's performance between Board meetings. The CEO heads the
work of the Management Team, which is responsible for overall
business development. In addition to the CEO, the Management
Team at year-end 2020 comprised the CFO, EVP Legal & Business
Compliance, EVP Human Resources & CSR, EVP Quality & Regulatory
Compliance, EVP Chief Strategy Officer, EVP Product Development
and Supply Chain & Operations, EVP Marketing Communication &
Public Relations, President Global Sales and President Sales & Service
North America. These persons are presented on pages 64-65. For
information regarding remuneration, any share-related incentive
programs and terms of employment for the CEO and other senior
executives, see Note 6 starting on page 80.

External auditing

Arjo’s Annual General Meeting elects external auditors for one year
at a time. The auditors review the Annual Report and accounts, as
well as the administration by the Board of Directors and the CEO,
according to an audit plan adopted in consultation with the Board's
Audit Committee. In conjunction with the audit, the auditors report
their observations to the Management Team for consideration and
then to the Board of Directors through the Audit Committee. The
Board meets the auditors at least once a year, when they report their
observations directly to the Board without the presence of Arjo's CEO
or CFO. The auditors also take part in the Annual General Meeting,
where they summarize their audit work and provide their recommen-
dation for the Auditor's Report. Ohrlings PricewaterhouseCoopers
AB has been Arjo’s firm of auditors since the company was formed,
with Authorized Public Accountant Magnus Willtors as Auditor in
Charge since August 16, 2017. Magnus Willfors is also a member of
FAR, the institute for the accountancy profession in Sweden.

Internal control

Introduction

The Board's responsibility for internal control is defined in the Swedish
Companies Act, the Annual Accounts Act, which contains information
regarding the most important aspects of Arjo’s system for internal
control and risk management in connection with financial reporting

Board fee  Committee fee Total
1,425,000 132,000 1,557,000
610,000 97,000 707,000
610,000 127,000 737,000
610,000 254,000 864,000
610,000 127,000 737,000
610,000 127,000 737,000



that must be included in the company’s Corporate Governance
Report each year, and the Code. For example, the Board of Directors
is to ensure that Arjo has effective internal control and formalized
procedures to ensure compliance with established principles for
financial reporting and internal control. Arjo's Audit Committee has
declared that the current Internal Control function is sufficient from
a corporate governance perspective, and that the Group does not
require a separate function for internal audit. Arjo’s internal control
procedures are based on the internal control framework issued by
COSO (Committee of Sponsoring Organizations of the Treadway
Commission), which is based on 17 fundamental principles connected
to five components. The internal control procedures are based ona
control environment that creates discipline and structure for the
other components: risk assessment, control activities, information
and communication, and follow-up, evaluation and reporting. In 2020,
the Internal Control Group function implemented a governance, risk
management and compliance (GRC) tool to work on a broad front to
examine processes digitally and continue developments in risk
assessment, control activities, information and communication as
well as tollow-up evaluation and reporting. The procedures for
internal control, risk assessment, control activities and follow-up
regarding the financial statements have been designed to ensure
reliable overall financial reporting and external financial reporting in
accordance with IFRS, applicable laws and regulations as well as
other requirements, which are to be applied by companies listed on
Nasdaq Stockholm. This work involves the Board of Directors, the
Arjo Management Team and other personnel.

Control environment

The Board has adopted instructions and governing documents aimed
at regulating the roles and allocation of responsibility between the
CEO and the Board. The way in which the Board monitors and ensures
the quality of the internal control is documented in the Board's
tormal work plan and the corporate governance policy, in which the
Board has established a number of basic principles that are important
tor internal control work. The internal control work is also presented in
other governing documents, such as Arjo’s Code of Conduct, directive
1or risk management and internal control, and other policies established
by the Board and directives established by the Management Team.
These include checks and follow-ups of outcome compared with
éxpéctations and previous years, and supervision of accounting
policies, tor example, as applied by Arjo. The responsibility for
maintaining an effective control environment and the continuous
waork on risk assessment and internal control regarding the financial
reporting is delegated to the CEQ. However, the Board of Directors
has ultimate responsibility. Managers at various levels within Arjo
have, in tri, thé corresponding responsibility in their respective
areas of responsibility. The Management Team regularly reports to
the Board and the Audit Committee following established procedures.
Responsibilities, powers, instructions, guidelines, manuals and policy
documents and directives, alongside laws and regulations, comprise
the control environment for financial reborting.

Risk dssessment

Arjo conducts continuous risk assessment to identify risks relating to
financial reporting. These risks include errors in the financial statements
(tor example, regarding accounting and valuation of assets, liabilities,
revenue and costs, and other deviations), as well as irregularities and
traud. Risk management is built into every process and various
methods are used to assess, uncover and prevent risks and to ensure
that the risks to which Arjo is exposed are managed in accordance
with established policies, directives and instructions.

Control procedures

The structure of control activities is of particular importance in
Arjo's work to prevent and uncover risks and weaknesses in the
financial reporting. The control structure comprises clear roles in the
organization that enable effective distribution of responsibility for
s$pecitic control activities, including authorization controls in the IT
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system and attestation controls. The continuous analysis made of
the financial reporting is very important for ensuring that the
financial statements do not contain any material errors.

Information and communication

Arjo has information and communication procedures to promote
completeness and accuracy in the financial reporting. Policies,
guidelines and internal instructions regarding financial reporting are
available in electronic and printed form. Regular updates regarding
amendments to accounting policies, reporting requirements or other
disclosures are made available to and known by the relevant employees.
Guidelines are in place with respect to external disclosure of
information and these were drafted with the aim of ensuring that
Arjo complies with the requirements for disseminating correct
information to the market.

Fallaw-1p artivitieg, evaluation and reporting

The Board of Directors assesses the information provided by the
Management Team an a roantinuous basis. Betweon Board meetings,
the Board regularly receives ipdated information rogarding Arjo's
perfarmance The Group's financial position, strategies and investinenls
are discussed at every Board meeting. The Board is also responsible
for monitoring the internal control. This work includes ensuring that
measures are taken tn address any weaknessog, ac woll as fgllowing
up praposals to address issues highlighted in connection with the
external audit. Each year, the company carries out a self-asscssment
of risk management and internal control activities. The external
auditors also report regularly to the Board of Directors.

Outcome 2020

Every year, the Internal Control Group function performs a self-assessment
of the internal control environment of every company. The self-assessment
encnmpasses the control environment rclated to the finaicial repui ting,
far pxample, rantrals in the caloc procoss, purchaling process,
inventary management and accounting process, and “soft controls”
(tone of the top) regarding compliance with internal policies and
directives. such as in the HR pracess. Tha colf acsessments arc
supplemented with Internal ' nntrol auditing and monitoring selected
units and processes as necessary. In 2020, Covid-19 lcd to certain
restrictions in visiting campanigs and for on-sito follow up3, and 30
audits were mainly perfarmed digitally. As a cupplement to examining
the internal cantral environment, Internal Control togcther with Business
Compliance held virtual training courses in fraud and irregularities
for all of the Graup's finance functions in order to cnhance awareiness
and emphasize the impartancae of a gound internal eontrol envirorunent.
This vear's self-assessments and manitaring concluded that the
Group has a satisfactory control environment for covering imalerial
risks related to the financial reparting.

Continuing work

Ario's continuing wark an internal control will remain conecntrated
on risk assecement; control activities and fulluw=up/mmnnitaring. In
2021, this work will be perfarmed nsing the governanco, risk and
complisince (GRC) luul Lhal was lmplemented at thé end ot 2020 and
that is expected to simplify dialog with the companies and provide a
mare striurctured and rlaar avgrview of tho company's risks, conliuls
and potential areas for improvement. Outcomes and any deviations
in the rantral environmaent are followed up and reportad to the prucess
manager and subsequently to the CFO and Audit Committee.
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Board of Directors

Johan Malmquist

W

varm e,

Chairman of the 8oard and Board member since
2017, Chaivinon sf ths Remunoratinn Cammittea

Education and professivnal experience: B.S¢. in
Economics, Stockholm School of Economics. Pre-
vinis rxperene as CLO and Mresident af Getinga
Group 1997-2M5, Business Area Director within
fGatinge Group President of Getinge Growp's

Corl Bennet

Rern 1961

Vice Chairman of the Board since 2018 and Board
memher since 2017, Member of the Remuneration
Committee.

Education and professional experience: B.Sc. in
Economics, Liniversity nf Gathenburg, Ph,D, h.c.
{Med.), Sahlgrenska Academy, University of
Gothenburg and Dr. Tech. h.c., Luled University of

French subsidiary and President of subsidiaries
within the Electrolux Group.

Other i i /p

Chairman of Getinge AB (publ), and Board member
of Trelleborg AB (publ), Elekta AB (publ), Dunker-
intressena, MéInlycke AB, Stena Adactum AB and
Chalmers University of Technology Foundation.

Previous assignments/positions (past five years):
President & CEO of Getinge Group 1997-2015.
Board member of Svenska Cellulosa Aktiebolaget
SCA (pub?), Essity Aktiebolag (publ), Capio AB and
Chairman of Aktiebolaget Tingstad Papper.
Shareholding (own and related parties): 100,000
series B shares and 2,380,952 synthetic chare options.

Born 1960.

Buard niember since 2017 Member of the Audit
Committee,

Bducation and professional experience: Bachelor
degree In Economics and Curnputer Science, Indiana
University of Pennsylvania, USA. Previous experi-
cuce a3 LVP Global Services and mambar of the
management team of Nokia Networks and Nokia
Siemens Networks, as well as senior positions at
Ericsson, the operato; 3, and Semcon.

Other angning assig </pi Chairman of
the Board of Proact IT Group AB and Board member
of Addtech AB, Semcon A8 and Smart Eye AB.
Previous assignments/positions (past five years):
EVP Global Services and member of the manage-
ment tram of Nokia Networks and Nokia Siemens
(B80T

Shareholding (own and related parties): 20,000
series B shares and 476,190 synthetic share options.
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Technology. Previous experience as President &
CEO ot Getinge 1989-1997.

Other ongoing assignments/positions: CEO and
Chairman of Carl Bennet AB, Chairman of Lifco
AB (publ) and Elanders AB (pub), Vice Chairman
of Getinge AB (publ) and Board member of Holmen
AB (publ) and L € Lundbergfretagen AB (publ).
Previous assignments/positions (past five years):
Shareholding (own and related parties):
18,217,200 series A shares and 49,902,430 se-
ries B shares via Carl Bennet AB.

Dan Frohm

Born1981.

Board memher since 2019. Member of the Audit
Committee,

Education and professional experience: M.Sc.in
Industrial Engineering and Management,
Linkdping University. CEO of DF Advisory LLC.
OUier oingoing assignmants/positions:

Board member of Getinge AB (publ), Carl Bennet
AB, Elanders AB (publ), Lifco AB (publ) and the
Swedish-American Chamber of Commerce, Inc.
Pravinus assignments/positions (oast five vears):
Management consultant at Applied Vatue LLC in
New York.

Shareholding (own and related parties):
214,989 series B shares.

Born 1967,

Employee representative (deputy Board member)
since 2021,

Education and professional experience: Upper-
secondary education in economics and technology.
Employed in Arjo’s subsidiary, ArjoHuntleigh AB.
Other i ts/positi

Owner of H88rs Antenn and Elektronikservice.

Previous assignments/positions (past five
years): Employee representative, Board member
of Arjo AB 2017-2020. Board member (employee
representative) of Getinge AB 2007-2015.

Shareholding (own and related parties): ~

Born1964.

ber since 2021.
Education and professional experience:

Textile Engineering - Textile Technology, University
of Bords. Bachelor of Environmental Science at
Malmd University. Employed in Arjo’s subsidiary,
ArjoHuntleigh AB.

Otherongoi ig /positions: Deputy Board
member of Davidshall Progressio Management AB

Employee repr ive,

Previous assignments/positions (past five years):
Employee representative, deputy Board member
Arjo AB 2018-2020.

Shareholding (own and related parties):

3,000 series B shares.



Ulf Grunander
e

Ourn 1934,

Board member since 2017. Chairman of the Audit
Committee.

Education and professional experience: B,5¢, in
Economics, Stockholm University, Previous expe-
rience as an authorized public accountant and
CHO of Getinge Group 1993-2016.

Other i i ts/positi Chairman
of Nystrdms Gastronomi & Catering AB and
Djurgérden Merchandise Handelsbolag, as well
as Board member of AMF Pensionsfbrsékring AB,
Lifco AB (pub!) and Djurgdrden Hockey AB.
Previous assignments/positions (past five years):
Board member of a number of companies in Getinge
Group, as well as CFO of Getinge Group 1993-2016.
Shareholding (own and related parties): 83,622
series B shares and 476,190 synthetic share options.

Carola Lemne

Born1958.

Board b
"nmmittan

since 2017. Member of the Audit

Education and professional experience: Licensed
physician, M.D. and associate professor, Karolinska
Institute. Previous experience as Medical Director
of Pharmacia Sweden, Clinical Research Manager
of Pharmacia Corp., CEO of Danderyd Hospital,
President of Praktikertjanst AB and Director Gen-
eral of the Confederation of Swedish Enterprise.

Other ongoing assi| ts/p
Chairman of Ung Féretagsamhet, ArtClinic AB
and Internationella Engelska Skolan AB. Deputy
Chairman of the Board of IRLAB Therapeutics AB.

Board member of King Gustav V Jubilee Fund.

CEQ of Calgo Enterprise AB.
Previous assignments/positions (past five years):
Board ber ot the Confederation of Swedish

Enterprise, AFA Fdrsakringar, the Research Insti-
tute of Industrial Economics, ICC, Praktikertjanst
Aktiebolag, Getinge AB (publ), Investor (publ),
Research! Sweden and the Swedish Corporate
Governance Board. Chairman of Uppsala Univer-
sity and Vice Chairman of Alecta AB.
Shareholding {own and related parties): 3,000
series B shares and 238,095 synthetic share options.

Kajsa Haraldsson

Barn 1987,

Employee representative, member since 2020.
Education and professional experience: -

M.Sc. in [ndnstrial Nesign Faginearing, Chalmerc
University of Technnlaev, Fmnlaved in &rjn’s siiha
sidiary, ArjoHuntleigh A8,

Other ongoing assignmignts/vusitions: -
Previous assignments/positions (past five years):
Employee representative, deputy Board member
Arje AD 2017 2020,

Shareholding (own ana Felateéd parties): 224
sciicsDshares,

Joacim Lindoff

il

Born1973.

President & CEO since 2017.

Education and prafessinnal avpariance: B.S¢. in
Economics, Lund University. Previous experience
as acting President and CEQ of Getinge Granp
between August 2016 and March 2017, Executive
Vice President of Getinge's farmer Infertinn Can-
trol business area, and Fyprutive Vira Prasident
for the Surgical Warkflaws husiness area

Nthoe onpoing REFIANM SN0 B 80INi 6L

Previous assignments/posilions (past five years):
Acting Mresident and CLO uf Gelinge Gruup be-
ugon Auguet 301C and March 2017,

Shareholding (own and related parties): 33,288
éries B shares and 1,190,474 synthetic share options.
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Ingrid Hultgren

Bern 12508,
Employee representative, member since 2017.

Education and professional experience: Degree
in microbislogy; Uppaaln Lliaiveraily, Ce lilied
Saninr Brojokt Mnénglr UPMA) Previoos capuri
ence in Pharmacia Diagnostics AB and Homogua AB,
Employed in Arjo’s subsidiary, ArjoHunlleixh AB.
Other i i /p Secretary in
Arjo’s European Works Council (EWC) and general
partngrin Hultgeosn Hadga liamivandilbolug,.

Previuus assigmiments/positions (past Hve years):

Sharehuldlug (uwi and reigtea parues): 4,000
series Bshares.

ingrid Hultgren was a member of the Board until
Octuber 2020.

Jimmy Linde

garn 1977,

Employee rapracantative (deputy Boord membe:)
$ince 2020,

Education and professional experience: M.5¢. in
Enginearing, Chomiga! Engineering, Moculty of
Engineering, Lund University. Previnus experience
at AgtraZangca 1996-2017. Employed in Aijo's
cubgidiary, Arjel tunticigh AD.

Other ongoing assighments/positions: -
Prevluus asslgnments/positions (past tive years): -

Shareholding (own and related parties): 1,500
series B shares.

Auditors

Ohrlings PricewaterhouseCoopers

Magnus Willfors. Antharized Puhlic
Accountant, Auditor in Charge

Cecilia Andrén Dorselius, Authorized
Publlc Accountant
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Arjo Management Team

Joacim Lindoff

Born 1973,

Pracidont & CED,

Edudation ana proressional expertente: B.Su. I
Economics, Lund University. Previous experience
frum suvural potitiong within Getinge Gronp, in-
dluding Acting CEQ, Executiva Vira Pracident nf
Getinge’s former Infection Control business area,
and Executive Vice President for the Surgical
Worltflows bucinacs aroa, 2t well as ascignments
i senior positions in MIBE's Hoating buciness
area. Also served as the Chairman of the Board of
the Swedish Medtech industry organization.
Shareholding (own and related parties): 33,288
series B shares and 1,190,476 synthetic share options,

Daniel Faldt

¥

Born1976.

CFQ.

Education and professional experience: B.Sc. in
Busttess Adinliisl altui, B yanl University. ln-
dustrial Management at KTH Executive Schaol.
Previous experience as CHU ot BE Lréup AB
(Publ) 2017-2020, Finance Director Region
Americas and Region South Europe / MEA at
Bombardier Transpnrtatinn (2013-2017), Finance
Director Propulston & Cunttuly, Buinbaidier
Transportation A8 (2009- 2013), Finance Director
Gunnebo Entrance Control UK (2007-2009), and
various positions within the Gunnebo Group
(2002- 2007).

Shareholding (own and related parties): 16,000
series B shares.

Daniel Faldt assumed the role as CFO i March 2020.
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Born1980.

EVP Quality & Regulatory Compliance

Cducalivii and pirofessionsl euperiongal M.Sc. in
Banking and finance, specialized in finance and
manetary policy. Poznan University of Ecanomics
and Rusiness and further studies in Quality Man-
agement, Poznan University of Technology. Pre-
vious experience of various positions in Getinge
Group. including Seniar Director QA Supply
Chain and Nperatinns. Alsn experience as Quality
Specialist for Molex Polska,

Shareholding (own and related parties): 3,300
series B shares and 261,904 synthetic share options.

Marion Gullstrand

W |

Born1957.

EVP HR & Sustainability.

Education and professional experience: Bachelor’s
degree insocial ecienca, foursyear eduratinn in
westait Therapy = Orgdnlzallun aid giuup levet and
degree necuvnuimy, Lund Unives sily. Previous ex
perience as HR Director of Wasa Group, VP HR ol
Trelleborg A8 (publ), HR Director of IKEA Supply
Chgin Greater China Supply and other HR positions in
IKCA Group, ac well ac various HP, pasitinns in
Getinge Group, including Acting EVPHR &
Sustainability.

Shareholding (own and related parties): 2,000
series B shares and 714,285 synthetic share options.

Ingrid Carlsson

Rnarn 1976.

EVP Legal & Business Compliance since 2020 and
Board secretary.

Education and professional experience: Candidate
of Law, Lund University, further studies in Intel-
tectual Property Law at Malm® University. Previ-
ous experience of various positions in Alfa Laval
including Legal Counsel, Head of Legal Business
Division Food & Water, Senior Associate at
Mannheimer Swartling law firm, and member of
the Swedish Bar Association 2009-2014.

Shareholding (own and related parties): -



Born 1962,
President Global Sales.

Education and professional experience: Bachelor's
degree in engineering, Western Australian Institute
of Technology. FAIM, MAICD, Global Executive
Management Programs - Harvard Business
S¢ho0l, Lhalmers University of Technology and
indian Institute of Management Bangalore. Previ-
ously held leading positions in several large in-
dustriai and health care groups, including Huntleigh
Healthcare plc UK, YTL Corporation JV Malaysia
and Joyce Healthcare Group Australia. AlsQ ex-
perience as Managing Director and President of
different business areas within Getinge Group,
including Getinge Group President APAC and
Acting President & CEO of ArjoHuntleigh.

Shareholding {own and related parties): 5,000
series B shares and 476,190 synthetic share options.

Anne Sigouin

Born1969.

President Sales & Service North America,
Education and professional experience: Bachelor
61 Arts dégree trom Concordia University, Mon-
treal, Quebec, Executive Education Leadership
Consortium, Smith College, Northampton, MA,
as well as numerous executive management pro-
grams. Previously held positions with increased
scope and responsibilities in sales and marketing
in Canada and in the US for Johnson & lohnson
Medical Devices Companies and has also been
Managing Director of ArjoHuntleigh AB in Canada
and President of Getinge Group in Canada.

Shareholding (own and related parties): 3,125

series B shares and 309,523 synthetic share options.

Mikael Persson

Born 1967,

EVP Product Develonment and Supply Chain &
Operations.

Education and professional experience: M.Sc. in
Mechanical Fngineering, 11ind Liniversity, Provious
experignce of various casitions in Alfa Laval, intar
alia, VP Operations - Operations Development
Manager, Supply Chain Director of Cardo Flow
Snlutinns and Flitger A/S, VP §upply Chain of
ArjoHuntleigh AB and COO Manufacturing Capitat
Equipment in Getinge Group.

Shorcholding (uwn and related parties): 57,363
series B shares and 714,285 synthetic share options.

Christian Stentoft

' |

Born 1984.
EVP Chief Strategy Nfficar,

Education and professional pxaerienre: M Sr in
Design and Innovation, Technical University of
Denmark. Previniisiy held various pocitions within
Getinge Group. including VP Cammerrial Frcelience
& Head of PMO Asia Pacifir. and Fytendad Carg
Division - Director Business Strategy & Insights.
Also experience as Engagement manager of Oleto
Associates and as management consultant at
Catalyst Consulting.

Sharaholding (own and related parties): 3,168
soriec B charas and 714,285 synthetic shiare uptivns.
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Korneliu Rusmussen

Borniy//.
VI Aarhating Gam,

Education and professional experience: IHM

Busi Schaol and C ication, School of
Edueation aod Connuaunluatlun, JOnkoping. Hreviets
Quparignss fram variould pusilivns T Yulvu Car
Corporatian, including as Diractor Corporotc
Communications and acting Senior Vice President
=Publir &ftalre, and moct raadntly 83 Lrccutive
Vice President Communications & Brand Man-
agement in Getinge Group.

weutivn & Publiu Relatluny,

Shareholding (own and related parties): 6,500
series B shares and 714,285 synthetic share options.
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Annual remuneration report 2020

Introduction

This report describes how the principles of remuneration for senior
uactulives at Arjo, adopted by the annual genaral meeting 2020, were
impletnented in 2020, Thercpw L alse provides information on remunera=
tion to the CEO and a summary of Arjo's application of the performance
criteria for awarding variable cash remuneration. The report has been
prepared in accordance with the Swedish Companies Act and the
Remuneration Rules issued by the Swedish Corporate Governance Board.

Further information on executive remuneration is available in note
6 (Employee costs) on pages 82-84 in the annual report 2020.
Information on the work of the remuneration committeé in 2020 Is
set out in the corporate governance report available on pages 5/-b5
in the annnal report 2020,

Remuneration of the board of directors is not covered by this report.
Such remuneration 1$ resolved annually by Lhe ainual geineral meeting
and disclosed In note & un page 82-84 in Lhe annual report 2020, thie
information can also be found as an appendix Lo this report.

Key developments 2020
Tie CLO summarizes Arjo’s overall parformanca in his slatemienl an
page 8 in the annual reporl 2020.

Arjo’s principles ot remuneration for senlor
executive: scope, purpose dnd devlatlons

A prerequisite for the successful implementation of the company's
business strategy and sateguarding of its long-térim interests, Including
its astainnhilitv, is that the ¢ompany 1s ahle In recniil and 1 etain
qualified personnel. The basic principle is that remuneration and other
terms and conditions of employment for senior executives shall be based
on market conditions and be competitive in all markets where Arjo
operates, lu ensure thal cuinpeleit and akillful employooc can be
attracted, motivated and retained. Individual levels of remuneration
shall be based on experience, competence, responsibility and
performance and be market-conforming in the country in which the
senior executive is employed.

The CEO of Arjo has during 2020 received the fallowing remuneration
componentsi baso salary, short term incentive (hased on EBITDA
and Working Capital), Long Term incentive (based on EPS), Benefits
and pension contributions.

The principles of remuneration for senior executives are found on
pages 52-53 in the annual report 2020.

Description of significant rhanges to the guidelines
and consideration of the opinions of the shareholders
During 2020, the company has complied with the applicable remunera-
tinn guidealines adaoted by the general meeting, Nu deviations from

Table 1 - Total remuneration of the CEO (SEK)

the principles have been decided and no derogations from the
procedure for implementation of the principles have been made.
No opinions on the remuneration guidelines were presented.

Share-based remuneration

Arjo does not have long-term share-based incentive plans. Of note,
Ario’s pringipal owner - Carl Bennet AB - has offered Arjo Management
synthetic share options in the past, with a term of three years. Arjo's
Board and the Arjo Management Team have been individually invited
to sign an agreement for synthetic share options with Carl Bennet
AB. The costs for this will not be charged to Arjo's income statement.
The CEOQ of Arjo owns 1,190,476 such stock options.

Application of performance criteria

The performance measures for the CEO's variable remuneration
have been selected to deliver the Arjo strategy and to encourage
behavior that is in the long-term interest of the Arjo. In the selection
of performance measures, the strategic objectives and short-tarm
and long-term business priorities for 2020 have been taken into account.

ARJO Long Term Incentive-Program (LTIP)

The Arjo Board decided to introduce three year long term incentive
programs year 2018, 2019 and 2020. The programs are cash-based
and encompasses 50-55 participants. The incentive program i1s an
addition to the annual base and variable salary.

Objective

The incentive programs are targeted and have a long-term content.
The aim of the programs is to strengthen commitment and reward
and retain key leaders and employees who can exercise the greatest
influence over Arjo's mid and long-term pertormance.

Goal

Each program extends for three years and remuneration may total a
maximum of twelve monthly salaries during a three-year period. The
calculation of outcome excludes the Group's exceptional items and
impact of any acquisitions and divestments.

Outcome and payment

The outcome of the programs are calculated every year and accumulated
over the three-year period. Any outcome for the program that started
2018 will be paid in 2021 provided that the participant remains
employed at the company on the payment date.

Table 1below sets out total remuneration expenses for Arjo's CEO during 2020, 2019 and 2018 (SEK).

Fixed remuneration

Variable remuneration

Propartion

Name Extra- of fixed and
of Director, Finoncial Other One-year Multi-year ordinary Pension Total variable
position year Basic pay  benefits variable variable items expenses remuneration remuneration
2020 8,130,000 118,592 6,426,000 2,258,678* 0 2,409,750 19,343,020 55745
Loacim Lindoff 2019 7802000 142,209  650.000 0 0 2295000 10,890,209 vass
2018 7,472,499 135321 3,465,890 420,517 0 2,241,750 13,735,977 72/28

* Vested amount for year 2020 from Arjo LTI program 1-3, of which SEK 714,268 to be paid during 2021
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Table 2a - Performance of the CEQ in the reported financial year
Set out in Table 2a below is a description of how the criteria for payment of variable short-term compensation have been applied

during the financial year.
a) Mcasured performance and

b) actual aword/ remuneration autcome

Name of Direc- Description of the criteria related to

the remuneration component

Relative weighting of the
performance criteria

tor, position

Adjusted earnings before a) SEK 1,964 M
interest, tax depreciation and 70% .
Joacim Lindoff amortization (EBITDA)* b) SEK 5,341,612 M
CEC a) 133 days
Working Capital (R12) 30%

b) SEK 1,084,388

* Adjusted for exceptional items and translated at last year’s exchange rates.

Table 2b - Performance of the CEO in the reported financial year
Set out in Table 2b below is a description of how the criteria for payment of variable long-term compensation have been applied
during the financial year

a) Measured performance ond

Nome of Direc-
tor, position

Description of the criteria related to Relative weighting of the
the remuneration component performance criteria

b) octual award/ remuneration outcome

Earnings per share (adjusted EPS) a) 2.36
* . °D
y(,‘i‘:;;rgfnoI A on ~ 33.3% b) SEK 714,268 (earned)
L Earnings per share (adjusted EPS) a) 2.36
Joacim Lindoff year 2020%: Target: 1.80 33.3%
(Program 2 2019-2021) b) SEK 756,311 (granted)
Earnings per share (adjusted EPS) a) 2.36
2020*: Target 1.80 33.3%
(Program 3 2020-2022) b) SEK 788,099 (granted)

* Adjusted for exceptional items and translated at lost year’s exchange rates.

Comparative information on the change of remuneration and Arjo performance
Table 3 - Change of remuneration and Arjo performance over the last two reported financial years (RFY)

Annual change 2019 vs 2018 2020 vs 2019 2020)

Joacim Lindoff, CEO SEK -2,691,024 SEK +8,452,811 SEK +19,343,020
Group operating profit MSEK +178 MSEK +195 MSEK +866

Group net sales MSEK +708 MSEK +102 MSEK +9,078
Employees of the Arjo* % SEK +50,811 SEK +72,653 Average totol remuneration is

SEK 874,288 for 2020

io*
Employees of the Arjo* Actual 173 vs 150 179 vs 173 179 employees
numbers
* The average remuneration of a full-time equivalent for RFY 2018, 2019 includes all employees in Sweden {excluded Group Management}, annual base solary
during 2018, 2019, pension contributions during 2018, 2019 and actual variable pay paid out during 2018, 2019 but it relates to performance for the preceding
year according to Arjo STIP Plan.

* The average remuneration of a full-time equivalent for RFY 2020 includes all employees in Sweden (excluded Group Management) annual base salary during
2020, pension contributions during 2020 and target of variable pay during 2020 since it is not yct calculated and puid out.
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PROPOSED APPROPRIATION OF PROFIT

Proposed appropriation of profit

Arjo AB (publ), Corp. Reg. No. 559092-8064

The following profit in the Parent Company is at the
dispusal of the Annual Gonoral Maeaeting:

Retained earnings 4,367,064,227
Net profil for the year 14,537,788

Tulal 4,381,602,015

The Donrd and Chiof Bxecutive Nffirer prapnse that
d dividend of SEK 0.85 per share shall be distrihuted

to shareholders 231,514,137
to be carried forward 4,150,087,878
Total 4,381.602.015

The Board of Directors deems the proposed dividend to
be justified in relation to requirements that the Group's
nature of business, ccope and risks impase an consolidated
shareholders’ equity and the Group’s consolidation
requirements, iquidity and financlal pusiliun.

The Board of Directors and CEO affirm that the consoli-
dated financial statements have been prepared in accor-
dance with international financial reporting standards
IFRS, which have been adopted by the EU, and provide
a fair and accurate account of the Group’s financial
position and profit, This Annual Report was prepared in
accordance with generally accepted accounting policies
and provides a fair and accurate account of the Parent
Company's financial position and profit.

The Directors’ Report for the Group and Parent Company
provides a fair review of the performance of the Parent
Company and the Group's operations, financial position
and earnings and describes the material risks and uncer-
tainties faced by the Parent Company and companies
Lelunging to the Group,

Malmé, March 25, 2021

Johan Malmquist
Chairman of the Board

Dan Frohm

Carela Lomna

Carl Bennet
Vice Chairman of the Board

Ulf Grunander

Eva Sandling Gralén

Eva Elmstedt

Kajsa Haraldsson

Joacim Lindoff
President & CEO

Owir audlitor's report was submitted on March 25, 2021
Ohrlings PricewaterhouseCoopers AB

Magnus Willfurs
Authorized Public Accountant
Auditar in Charge
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Cecilia Andrén Dorselius
Authorized Public Accountant



FINANCIAL STATEMENTS

Consolidated financial
statements

Consolidated income statement

SEKM Note 2020 2019
Net sales 2,3 9,078 R.Q7A
Cost ot goods sold 4 -4,952 -5,039
Gross profit 4,126 3,937
Selling expenses 4 -1.796 -1R49
Administrative expenses 7 ' 4 -1,258 -1,223
Research ond development costs 4,30 -114 213Q
kxceptional items 4,5 -/8 -53
Other operating income 7 8
Other operating expenses ‘ -22 -10
Operating profit (EBIT) 3,4,56,7,8,14 866 (.74
Interest income and other similar items 9 ) 8
Interest expenses and other similar expenses 7 10 -8y -13/
Profit after financial items 702 R4?
Taxes n -175 -139
Net profit for the year 526 403

Attributable to:

Parent Company shareholders 526 403
Earnings per share, SEK” 12 1.93 1.48
- weighted average number of shares for calculation of earnings per share (thousand) 12 272,370 272.37Q

" Bétore and atter dilution.
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FINANCIAL STATEMENTS

Consolidated statement of comprehensive income

SEKM

Net profit for the year

Other comprehensive income
lteins that cannot be restated in profit
Actuarial gains/losses pertaining to defined-benefit pension plans

Tax attributable to items that cannot be restated in profit

Items that caﬁ later be restated in profit

Translation differences

Hedges of net investments

Cash-flow hedges

Tax attributable to items that can be restated in profit
Other comprehensive income for the period, net after tax

Total comprehensive income for the year

Comprehensive income attributable to:

Parent Company shareholders

2020 ANNUAL REPQRT

Note

19
19
19, 28

2020

526

133

-853
75

35

-634
-107

=107

2019

403

-167
28

394
-38

51
-34
233
637

637



Consolidated balance sheet

SEKM

ASSETS

Non-current assets

intangible assets

Tongiblé assets

Rigﬁt-of-use assets

Non-current financial receivables, interest-bearing

Non-current lease receivables

Non-current receivables for pensions, interest-bearing
‘ Other financial assets

Participations in associated companies

Deferred tax assets

Total non-current assets

Current assets

Inventories

Accounts racaivablo

Currént tax assets

Current financial receivables, interest-becring_
Current lease receivables

Derivatives, current

Other current receivables

Prepoid expenses and accrued income
Cash and cash equivalents

Total current assets

TOTAL ASSETS

Note

3,413
3,4,13
34,14

21

14, 21
21,23
S
15

17,20

21
14, 21
28

18
20,21, 28

FINANCIAL STATEMENTS

2020
6,834 7,072
F 1,282 1,292
1,044 1,158
1 8
21 38
33 -
7 134 122
120 -
258 333
9.728 10,023
1,039 1144
1,500 2,001
71 83
14 7 13
13 14
19 8
282 261
220 . - 213
972 662
4,130 4,399
13,858 14,422

2020 ANNUAL REPORT

Al




FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEET, CONTINUED

SEK M Note
SHAREHOLDERS' EQUITY AND LIABILITIES

Shareholders’ equity

Share capital 19 91 91
Other reserves 7 v 172 vis
Retained earnings ' . 5,367 4,908
Eqﬁity attributable to the Parent Company shareholders . ‘. 5,630 5914

Neon-current ligkilities

Non-current financial liabilities 21,28 2,018 ' 1,79
N‘onv—cun.'rent lease Iiobilitées ‘ o - 14, 21 - 802 885
Provisions for pensions, interest-bearing 21,23 ' 7 37 140
Leterred tax iabihities S 1l 4 1o
Other provisions, non-current 22 ‘ 64 57
Total non-current liabilities ' 3,014 2,953

Current liabilities

Other provisions, current 22 75 45

Current inancial liahililies 21,28 3,051 3,575
Current lease liabilities ‘ 14, 21 296 313
Accounts payable N 28 504 543
Current tax liabilities 22 45
Derivatives, ct;rrent 7 N ‘ 28 ‘ 32 50
Other liabilities 293 225
Accrued expenses and deferred income 24 941 730
Total current liabilities 5,214 5,525
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 13,858 14,422

For information about pledged assets and contingent liabilities, see Note 25.
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FINANCIAL STATEMEMNTS

Changes in shareholders’ equity for the Group

Retained
SEK M Share capital Reserves' earnings
Opening balance at January 1, 2019 917 ) 543 4,793 5,427
Net profit for the year - - - 7403 : 403
Other corﬁprehensive income for the year - 372 -139 233
Dividend ' - ‘ - - -150 -150
Closing b;'llance at December 31, 2019 91 915 4,908 5914
Opening balance at January 1, 2020 9N NS5 4,908 5,914
Net profit for the year A ‘ ' » - - 526 526
Other corﬁprehéﬁsive income fo'r the year - -743 109 -634
Dividend - - -177 -177
Closing balance at D ber 31, 2020 9Nn 172 - 5.367 5,630

¥ For reserves, see also Note 19.
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NOTES FOR THE GROUP

Notes for the Group

Note 1 Accounting policies

General information

Arjo AB (559092-8064), which is the Parent Company of the Arjo Group,
is a limited liability company with its registered offices in Malmé,
Sweden. A description of the company’s operations is included in the
Directors’ Report on page 51.

Basis of preparation

Arjo's consolidated financial statements were prepared in accordance
with International Financial Reporting Standards (IFRS)/International
Accounting Standards (IAS), as approved by the EU, and the Swedish
Financial Reporting Board’s recommendation RFR 1 Supplementary
Accounting Rules for Groups.

Arjo applies the cost method to value its assets and liabilities, except
as regards available-for-sale financial assets and financial assets and
liabilities, including derivative instruments, at fair value through profit
or loss, which are measured at cost either through profit or loss or other
¢comprehensive income if they are hedging instruments attributable
to cash-flow hedges. Additional information about the preparation of
the consolidated financial statements is presented below.

Elimination of transactions in Arjo

Receivables, liabilities, income, expenses, and unrealized gains and
losses arising between entities in Arjo are eliminated in their entirety.
Unrealized losses are eliminated in the same manner as unrealized
gains, but only insofar as no impairment is required.

Accounting and measurement policies
The basis for preparation of Arjo’s financial statements is presented
above,

The financial statements are presented in Swedish kronor (SEK).
Unless otherwise stated, all amounts are given in millions of Swedish
kronor (SEK M). Figures in parentheses pertain to operations in 2019,
unless otherwise specified.

The totals in the tables and calculations do not always add up due
to rounding differences. Each subtotal corresponds with its original
source, which can lead to rounding differences in the totals.

Significant estimates and assessments

lo prepare the financial statements in accordance with IFRS, the
company management is required to make assessments and assumptions
that affect the recognized amounts of assets and liabilities and other
information in the financial statements as well as the revenues and
expenses recognized during the period. Estimates, assessments and
assumptions are reviewed on a regular basis. The actual outcome
may diverge from these assessments, estimates and assumptions.
The Board of Directors and Arjo Management Team have deemed that
the following areas may have a significant impact on Arjo’s earnings
and financial position:

Measurement of identifiable assets and liabilities in connection
with acquisitions. In conjunction with acquisitions, all identifiable assets
and llabilities in the acquired company are identified and measured at
fair value, including the value of assets and liabilities in the previously
owned share as well as the share attributable to non-controlling interests.

Goodwill and intangible assets with an indefinite useful life. The
impairment requirement for goodwill and other intangible assets with

an indefinite useful life is tested annually by Arjo in accordance with
the accounting policy described here in Note 1. The recoverable
amount for cash generating units has been established through the
measurement of value in use. For these calculations, certain esti-
mates must be made (see Notc 13).

Participations in associated companies. Under the shareholder
agreement with Bruin Biometrics LLC (BBI), Arjo has a permanent BBI
Board seat and veto rights for a number of important operational and
legal business matters. Accordingly, Arjo has made the assessment
that it has a significant influence over BBI despite holding only 10%
of the number of votes.

Pension commitments. Recognition of the expenses for defined-benefit
pensions and other applicable retirement benefits is based on actuarial
valuations, relying on assumptions for discount rates, future salary
increases and expected inflation. In turn, the discount rate assumptions
are based on rates for high-quality fixed-interest investments with
duratlons similar to the pension plans (see Note 23).

Obsolescence reserve. Inventories are recognized at the lower of
cost according to the first in/first out principle, and net realizable
value. The value of inventories is adjusted for the estimated decrease
in value attributable to products no longer sold, surplus inventories,
physical damage, lead times for inventories, and handling and sales
overheads, If the net realizable valuc is lower than the cost, a valuation
reserve is established lur inventory obsolescence (see Note 16).

Deferred tax. The measurement of loss carryforwards and the company’s
ability to utilice unitilized luss varry furwards 15 based on the company’s
assessments of future taxable income in various tax jurisdictions and
includes assumptions regarding whether expenses that have not yet
been subject to taxation are tax deductible. Deferred tax is recognized
in profit or lass unless the deferred tax is attributable to items recog-
nized in other comprehensive income, in which case the deferred tax
is recognized together with the underlying transaction in other com-
prehensive income (see Note 11).

Right-of-use assets and lease liahilities. Whan determining the lease
term, management considers all available information that creates
an economic incentive to exercise the extension option or not exercise
the option to terminate a lease. The option of extending a lease is in-
cluded in the term of a lease if it is reasonably certain that the lease
will be extended (or not ended). The leases that are primarily affected
by this assessment are buildings. The various factors that Arjo mainly
considers in its assessment of the exercise of various extension and
termination options are the costs associated with terminating the
lease and the significance of the asset for the operations.

Arjon deemed it reasonably certain that it will exercise Lhe optlon of
Calending cer Laln leases for bulidings.

Subsidiaries

Subsidiaries are all companies over which Arjo exercises a con-
trolling influence. Arjo controls a company when it is exposed to or
has the right to variability of returns from its holding in the company
and can affect thesc returns through its influence over the company.
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NOTES FOR THE GROUP

NOTE 1 CONTINUED

Foreign currencies

Functional currency. Transactions in foreign currencies are translated
to the functional currency of the financial statements according to the
exchange rate on the date of the transaction. Receivables and liabilities
in foreign currencies are measured at the closing day rate, and unrealized
cunency gains and losses are includad in profit ar inss Fxchange-rate
differences attributable to operating receivables and liabilities are
recognized in operating profit. Exchange-rate differences regarding
financial assets and liabilities are recognized under other financial items.

Translation of foreign operations. Arjo applies the current method
for translation of foreign subsidiaries’ balance sheets and income
statements. This means that all assets and liabilities in subsidiaries
are translated at the closing day rate, and all income statement items
are translated at average annual exchange rates. Translation differences
arising in this context are due to the difference between the income
statement'’s average exchange rates and closing day rates, and to the
net assets being translated at a different exchange rate at year-end than
at the beginning of the year. Translation differences are recognized
under other comprehensive income. The total translalion differences
i Lunjunction with divestmonte are recognized tagether with the
gain/loss arising from the transaction.

For long-term intra-Group loans of subsidiaries, Arjo applies the
rules on expanded net investments, which means that translation
differences on these intra-Group loans are recognized in the same
way as the translation effects on the subsidiaries’ net assets.

Revenue recognition

The Group has three streams of income: products, services and rental.
Income is measured at fair value cxcluding indirect sales tax and dis-
counts provided. Income from the sale of products is recognized when
control of the goods is passed to the customer, which in the majority
of cases takes place when the product leaves Arjo’s warehouse. The
products are often sold at volume discounts based on accumulated
sdles over a 12-month period. Income from the sale nf praducts is
recognized based on the price in the contract, less estimated volume
discounts. Historical data s used to estimuate Ui uapectsd volue of the
discount and income is recognized only to the extent that it is highly
probable that a material reversal will not occur. A liability (included
in the item accrued expenses and deferred income) is recognized for
expected volume discounts in relation to sales up to and including
the clusing date. if delivery of finished products is postpaned at the
buyer's reyuest, but the buyer assumes the proprietary rights and
duepls Lhe invoice (o "bill and hold” sale), income is recngnized when
control is passed to the customer, which takes place when the products
are placed Inseveral lucations in the warchouee. The Group's ahligatinn
to repair or replace defective products under normal guarantee rules
is recognized as a provision, see Note 22 Provisions.

The Group has both fixed-price service contracts and contracts on
cun et account. Income from fixad prica rantracts are recoenized over
time in line with control of the services being passed to the customer.
Incuime froin contracts on current account is based nn time spent
and is recognized to the extent that Arjo has the right to invoice the
customer (monthly). Advance payments from customers mainly refer
to payments for service contracts. These contract liabilities are presented
in Note 24 Accrued expenses and deferred income.

No financing component is deemed to exist on the date of sale since
the credit period is 30-90 days, which is consistent with market practice,
Arjo applied the exemption not to provide disclosures on future

contracted revenue since these have terms of less than one year.

For income recognition for rental, refer to the section on Arjo as a
lessor.

Government grants

Guvernment grants are measurod at fair value when it is probable
that the terms associated with the grants will be met and that the grants
will be received. Government grants relating to costs are recognized
in profit or loss. The income is recognized in the same period as the
cust thal the graints are intendod to compensate Snme of the Group's
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foreign subsidiaries have received aid from local authorities due to
Covid-19 but this does not total a significant amount. Government
grants relating to the acquisition of assets reduce the assets’ carrying
amounts. Grants affect recognized earnings over the assets’ useful
life by reducing depreciation.

Financial income and expenses

Financial income and expenses include interest income on bank deposits
and receivables, interest expenses on loans and lease liabilities, in-
come from dividends, unrealized and realized profits and losses on
financial investments, exchange-rate differences, and the change in
value of derivative instruments used in financial activities. Borrowing
costs in conjunction with the raising of loans are recognized as part
of the loan to which they pertain and are charged to profit during the
term of the loan. Interest income on the receivables and interest ex-
penses on liabilities are calculated by applying the effective interest
method. The effective rate is the rate that makes the present value of
all estimated inward and outward payments during the expected fixed-
interest term equal to the carrying amount of the receivable or liability.

Intangible assets

Goodwill. Goodwill comprises the portion of a purchase price tor an
acquisition that exceeds the market value of the identifiable assets,
with deductions for liabilities and contingent liabilities, calculated on
the acquisition date, on the share of the acquired company’s assets
acquired by Arjo. In a business acquisition whereby the acquisition
costs are less than the net value of acquired assets, assumed liabilities
and contingent liabilities, the difference is recognized directly in profit
or loss. Goodwill arising in conjunction with the acquisition of a foreign
entity is treated as an asset in the foreign entity and translated at the
exchange rate on the closing date. An impairment test of goodwill is
conducted at least once per year or more often if there is an indication
that there could have been a decrease in value. Impairment of goodwill
is recognized in profit or loss. The gain or loss in connection with the
divestment of an entity includes the residual carrying amount of
goodwill that pertains to the divested unit.

Other intangible assets. Other intangible assets comprise capitalized
development costs, customer relationships, technical know-how,
trademarks, agreements and other assets. Intangible assets are
recognized at cost with deductions for accumulated amortization
and any impairment. Amortization is applied proportionally over the
asset's anticipated useful life, which usually varies between three and
15 vears. Acquired intangible assets are recognized separately from
goodwill if they fulfill the criteria for qualifying as an asset, implying
they can be separated or they are based on contractual or other legal
rights and that their market value can be established in a reliable
manner. Intangible assets that are recognized separately from goodwill
in acquisitions of operations include customer relationships, technical
know-how, trademarks, agreements, etc. Acquired intangible assets are
measured at market value and amortized on a straight-line Basis over
their anticipated useful life. The useful life can, in certain cases, be
indefinite. These intangible assets are not amortized. Instead they are
subject to an impairment test at least every year or more often if there
is an indication that there could have been a decrease in value. Costs
for development, whereby research results or other knowledge is applied
to produce new products, are recognized as an asset in the balance
sheet to the extent that these products are expected to generate future
financial benefits. These costs are capitalized when management deems
that the product is technically and financially viable, which is usually
when a product development project has reached a defined milestone
in accordance with an established project model, The capitalized value
includes expenses for material, direct expenses for salaries and indirect
expenses that can be assigned to the asset in areasonable and consistent
manner. In other cases, development costs are expensed as they arise.
Research costs are charged to earnings as they arise. Capitalized expénses
are amortized on a straight-line basis from the point in time at which the
asset is put into commercial operation and during the asset’s estimated
useful life. The amortization period is between three and 15 years.



Tangible assets

Properties, machinery, equipment and other tangible assets are
recognized at cost, with deductions for accumulated depreciation and
any impairment. The cost includes the purchase price and expenses
directly attributable to the asset to bring the asset to the site and in
the working condition for its intended use. Examples of directly attrib-
utable expenses included in the cost are delivery and handling costs,
installation, legal services and consultancy services. Assets provided
to the company in conjunction with the acquisition of new subsidiaries
are recognized at market value on the acquisition date. Depreciation
is conducted straight line. The value in the balance sheet represents
the acquisition cost with deduction for accumulated depreciation
and any impairment. Land is not depreciated since it is deemed to have
an infinite economic life. However, the depreciation of other assets is
based on the following anticipated useful lives:

Class of assets Depreciation, number of years

Land 40-50
Buildings 10 -50
Machinery 5-25
Equipment 10
Production tools 5
Rental equipment SalN
Cars 5
Computer equipment ' 3

Tangible assets comprising parts with different useful lives are treated
as separate components of tangible assets. Standard maintenance
and repair costs are expensed during the periods in which they arise.
More extensive repair and upgrading costs are capitalized and de-
preciated over the item's remaining anticipated useful life. Capital
gains/losses are recognized under “Other operating income/expenses.”

Leases. Arjo as a lessee

Leases in which Arjo is the lessee primarily comprise buildings and
cars. Leases are normally signed for fixed periods of about five to ten
years for buildings and three to five years for cars. Some leases have
the option to extend the lease or terminate it in advance. These are
described below. The terms are negotiated separately for each lease
and comprise a large number of different contractual terms.

Leases are recognized as right-of-use assets and a corresponding
liability on the day that the leased asset is available for use by Arjo.
Right-of-use assets and the lease liability are recognized under right-
of-use assets, current lease liabilities and non-current lease liabilities
in the balance sheet. Each lease payment is distributed between de-
preciation of the liability and interest expenses. Interest expenses
are distributed over the lease term so that each reporting period is
charged with an amount that corresponds to a fixed interest rate for
the liability recognized in each period. Right-of-use assets are depre-
ciated on a straight-line basis over the shorter of the asset's useful
life and the term of the lease.

Assets and liabilities arising from leases are initially recognized at
present value. Lease liabilities include the present value of the following
lease payments:

* fixed payments (including in-substance fixed payments), less incentives

* variable lease payments that depend on an index or rate, initially
measured using the index or rates on the commencement date

= amounts expected to be payable under a residual value guarantee

» the exercise price under a purchase option that the lessee is reasonably
certain to utilize

* penalty for terminating the lease, if the length of the term reflects
the assumption that the lessee will utilize this option.

NOTES FOR THE GROUP

Lease payments are discounted at the implicit interestate il Lhe rale
can be determined. ntherwise at the inrremantal borrowing rate,
which is determined based on the currcnt market rate for the lease
term, country, currency and the Group's borrowing rate.

The right-of-use assets are measured at cost and include the following:

* the amaunt at which the leasa liahility wac eriginally measured

* l[ease payments paid on or before the commencement date, after
any rewards received when the lease was signed

= initial direct costs

« costs for restoring the asset to the condition prescribed in the
terms of the lease

Arjo has decided to apply the exemotion in IFRS 16 that entails that
payments for short-term laases and luacoc of a low value are expeinsed
straight-line in profit or loss. Short-term leases are leases of 12 months
or less. Low-value leases mainly include IT and office equipment.
Options to extend or terminate a lease are included in a number of
the Group's loases for buildings. The teirins are used Llu maximize
flonibility in managiing leases.

These options of providing the opportunity to either extend or ter-
minate a lease in advance can only be utilized by the Group (and not
the lessors) or by both the lessee and the lessor. Options that only
the lessor can utilize are uncommon. The assessment of the use of
options to extend or terminate a lease is reviewed if a significant event
or change in circumstances arises that impacts this assessinent and
the change is within the lessee’s control,

Leases. Sale and leaseback and subleose

Prior to the transition to IFRS 16, Arjo signed sale and leaseback
agreements with financiers whercby the asset is later sold onward to
customers under a sublease agreement. The contractual terms of these
two parts reflect each other. These are recognized in the balance sheet
as non-current and current lease receivables from customers, and as
non-current and current lease liabilities to financiers. Payments are
divided between interest income and repayment of receivables, and
interest expenses and repayment of liabilities, respectively. Sales in-
come is recognized in profit or loss when control and the risk are passed
to the customer. These leases are recognized in accordance with the
transition rule in IFRS 16 and thus were not retested as to whether
the transfer of the underlying asset meets the requirements of IFRS
15 to be recognized as a sale.

Sale and leaseback and subleases signed after the transition are
evaluated to assess whether they meet the requirements for a sale under
IFRS 15 of when a performance obligation is satisfied. The contracts
that meet the requirements of a sale are recognized in the balance
sheet as non-current and current lease receivables from customers and
as non-current and current financial liabilities L financiers, Payments
are divided hetween interest income and repayment of receivables,
and interest expenses and repayment of liabilities, respectively. Sales
income is recognized in profit or loss when the requirements of IFRS
15 are met. For contracts that do not meet the requirements of a sale,
the underlying asset is recognized as a non-current asset in the rental
operations and income is recognized continuously over the lease term.
No material leases were signed for this type of transaction in 2020.

Leases. Arjo as a lessor

Some of Arjo’s customers do nat purchase Arjn’'s aids, hut lease them
Instead. Leases are detined in two categories, operational and financial,
depending on the financial significance of the agreement. Operating
leases are recognized as non-current assets. Income from operating
leases is recngnlzed auenly ovor the fcase term, Straight-line Jepredi=
ation is applied to these assets bascd on the expected economic life,
The estimated imopairment requirement is immediately ¢hargad to

. profit ot 16s5. Other than the subleases described abave, Arjn has

only operating leases.
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NOTE 1 CONTINUED

Impairment

At the end of each accounting period, the carrying amount of the assets
is assessed to determine whether there is any indication that impairment
is required. If there is such an indication, the asset's recoverable
amount is established. The recoverable amount is deemed to be the
higher of the asset's net realizable value and its value in use, for which
the impairment loss is recognized as soon as the carrying amount ex-
ceeds the recoverable amount. Previously recognized impairment on
other intangible assets and tangible assets are reversed if the recov-
erable amount is deemed to have increased, although the impairment
is not reversed to an amount greater than what the carrying amount
would have been if no impairment had been recognized in earlier
years. Recognized impairments of goodwill are not reversed.

Associated companies
Associated companies are those companies in which the Group has a
significant but not a controlling influence, which usually applies to
shareholdings of between 20% and 50% of the votes, but could also
apply to cases in which consideration is given to operational and legal
agreements under which Arjo helieves that is has a significant influence
despite holding less than 20% of the number of votes. Holdings in
associated companies are recognized according to the equity method.
This method entails that holdings in associated companies are
initially recognized at cost in the Group's balance sheet. The carrying
amount is subsequently increased or decreased to take into account
the Group's share of the profit and other comprehensive income
from its associated companies after the acquisition date. The Group's
share of profit is included in the Group's profit and the Group's share
of other comprehensive income is included in other comprehensive
income in the Group. Dividends from associated companies are
recognized as a reduction of the carrying amount of the investment.
When the Group's share of losses in an associated company is the same
size or exceeds the holdings in this assaciated company (in¢luding all
non current recoivables that in reality enmprise part of the Group's
net investment in this associated company), the Group does not
recognize any additional losses unless the Group has undertaken
commitments or made payments on behalf of the associated company.
Unrealized gains on transactions between the Group and its
associatod companies are eliminated tn the same extent as the
Greup's holding in the associated company {Inrealized losses are
also eliminated unless the transaction comprises an indication of
impairmont of tho accet transferred The arcnunting policies for
associated companies have been adjusted if necessary to ensure that
they correspond tn the Group's accounting poligies.

Inventories

Inventories are measured at the lower of cost and production value,
according to the first in/first out (FIFO) principle, and net realizable
value. Inventories include a share of indirect costs related to this.
The value of finished products includes raw materials, direct work,
other direct costs and production-related expenses including depre-
ciation. The net realizable value is calculated as the estimated sales
price less estimated completion and selling expenses. An assessment
of obiolescanca in inventaries is randirted an an ongoing basis during
the year. The value of inventaries is adjiisted far the estimated decrease
I value alliibulable to products ne longer sald, eurplus INVANTorIes,
physical damage, lead times for inventories, and handling and sales
overheads. If the net realizable value is lower than the cost, a valuation
reserve is established for inventory obsolescence.

Financial instruments

A financial asset or financial liability is recognized in the balance
sheet when the company is party to the contractual conditions of the
instrument. A financial asset is derecognized from the balance sheet
when the contractual rights to the asset are realized, extinguished or
the company loses control over them. A financial liability is derecog-
nized from the balance sheet when the contractual obligation has
been fulfilled or in some other manner extinguished. Acquisitions
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and sales of financial assets are recognized on the transaction date,
which is the date on which the company commits to acquire or sell
the assets, apart from cases in which the company acquires or sells
listed securities, when liquidity-date reporting is applied.

Financial instruments are initially measured at cost corresponding
to the fair value of the instrument, plus transaction costs for all financial
instruments except for those that belong to the category of fair value
through profit or loss, which are measured at fair value excluding
transaction costs. The classification determines how the financial in-
struments are measured after initial recognition, as described below.
The classification of financial assets that are debt instruments is deter-
mined by the business model for the portfolio in which the financial
asset is included and the characteristics of the contractual cash flows.
Arjo’s business model for all financial assets that are debt instruments
is to collect the principal and any interest on the principal. The contrac-
tual cash flows for these assets comprise solely principal and interest
on the principal, which is why they are classified as financial assets
measured at amortized cost. All financial liabilities are classified as
amortized cost except for derivative instruments and additional pur-
chase consideration classified as fair value through profit or loss.
Further information about financial instruments can be found in Note
17 Accounts receivable and Note 28 Financial risk management.

Financial assets measured at fair value through profit or loss. Financial
assets in this category comprise derivatives and participations in un-
listed companies. Derivatives are included in current assets if they are
expected to be settied within 12 months of the end of the reporting
period, otherwise, they are classified as non-current assets. All de-
rivatives are measured at fair value in the balance sheet. Changes in
fair value are recognized in profit or loss, except for the effective por-
tion of the derivatives that is included in a hedging relationship that
qualifies as hedge accounting, which is described below. They are
reversed to profit or loss when the hedged transaction occurs, at
which point they are recognized as part of gross profit. Participations
in unlisted companies are recognized as financial assets and measured
at fair value, see Note 28 for further details.

Financial assets measured at amortized cost. The Group only classifies
its financial assets as assets recognized at amortized cost when the
asset is included in a business model the aim of which is to collect
contractual cash flows, and the contractual terms give rise on specified
dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding. Assets in this category comprise
non-current financial receivables, accounts receivable and other current
receivables. They are included in current assets with the exception of
items that fall due more than 12 months after the end of the reporting
period, which are classified as non-current assets. Assets in this category
are initially measured at fair value including transaction costs. After
the acquisition date, they are recognized at amortized cost using the
effective interest method. Accounts receivable are recognized in the
amounts that are expected to be received after deductions for expected
credit losses, which are assessed on a case-by-case basis. The ex-
pected term of accounts receivable is short, which is why amounts are
recognized at nominal values without discounting. Any impairment
of accounts receivable is recognized in operating expenses.

Cash and cash equivalents. The major portion of cash and cash
equivalents comprises cash funds held at financial institutions, and
only a minor portion comprises current liquid investments with a
term from the acquisition date of less than three months, which are
exposed to only an insignificant risk of value fluctuations.

Impairment of financial assets. On the closing date, the Group assesses
the impairment requirement of a financial asset or a group of financial
assets. These assessments are individual. All financial assets, except
for those that belong to the category of financial assets measured at
fair value through profit or loss, are tested for impairment. The majority
of these financial assets that are subject to impairment rules (accounts



receivable) are current, which is why the Group has chosen to apply
the simplified approach whereby expected credit losses are recognized
for the full lifetime from the date of initial recognition. Impairment
requirements for accounts receivable are determined based on past
experience of customer losses on similar receivables and an assessment
of forward-looking information. The assessment comprises expected
credit losses over the full lifetime of the asset based on various proba-
bility-weighted scenarios. Accounts receivable for which impairment
requirements have been identified are recognized at the present value
of the expected future cash flows. The impairment requirement of ex-
pected credit losses for receivables for which no individual impairment
requirement has been identified is assessed collectively. Receivables
with short terms are not discounted since the effect is not material.

Financial liabilities measured at fair value through profit or loss.
Financial liabilities in this category comprise derivatives and addi-
tional purchase consideration. All derivatives are measured at fair
value in the balance sheet. Changes in fair value are recognized in
profit or loss, except for the effective portion of the derivatives that
meets hedge-accounting requirements, which are described below.

Financial liabilities measured at amortized cost.

This category includes non-recurring financial liabilities, accounts
payable and other current liabilities. Non-current liabilities have an
expected term longer than one year while current liabilities have a
term of less than one year. Items in this category are initially measured
at fair value and in the subsequent periods at amortized cost using
the effective interest method.

Net recognition of financial instruments. Financial assets and liabilities
are offset and recognized at a net amount in the balance sheet only
when the company has a legally enforceable right of offset and intends
either to settle on a net basis or to realize the asset and settle the lia-
bility simultaneously. The legal right may not be contingent on a future
event and must be legally enforceable by any of the counterparties, both
in the normal course of business and in the event of default, insolvency
or bankruptcy. The Group has netting agreements for derivatives (ISDA)
but does not meet the requirements for net recognition of these.

Hedge accounting. The Group enters into derivative instruments to
hedge the risks of currency exposure to which the Group is exposed.
The requirements for hedge accounting include that there must be
an economic relationship between the hedging instrument and the
hedged item and that the economic relationship does not have a
material impact on credit risk. The hedge ratio is to follow the quantity
of the hedging instrument and the hedged item. Hedging documentation
is also required that details the company's target and risk management
strategy, the identified hedging instrument, the identified hedged item,
therisk that is to be hedged and a strategy for monitoring effectiveness.
Derivative instruments or other financial instruments that meet
hedge-accounting requirements under the cash-flow hedging method
or hedging of net investment in a foreign operation method are
recognized as follows.

Cash-flow hedges of intra-Group purchases and sales in foreign
currency. The currency forward contracts that Arjo uses for hedging
transactions in foreign currency (cash-flow hedging) are measured
at fair value in the balance sheet. Arjo no longer applies hedge ac-
counting for these derivatives since December 2019 since hedging
does not take place until the transaction arises. Changes in value for
the period are thus recognized in the statement of income.

Hedging of currency risk in foreign net investments. Investments in
foreign subsidiaries (net assets including goodwill) have been hedged
to a certain extent by using currency loans as hedging instruments.
Exchange-rate differences on currency loans for the period less de-
ductions for tax effects are recognized in the statement of income.
Accumulated value changes from the hedging of net investments in
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foreign operations are reversed from shareholders’ equity to profit or
loss when the foreign operation is divested in full or in part. The effect
of the hedge is recognized on the same line as the hedged item.

Valuation techniques for determining fair value. The fair value of
derivative instruments was calculated using the most reliable market
prices available. This requires all instruments that are traded in an
effective market, such as currency forward contracts, to be measured
at market-to-market prices. The fair value of the additional purchase
consideration was determined based on inputs that are not based on
observable market information. Accordingly, the are classified at level
3 of the fair value hierarchy. See Note 28 for more information about
the Group's valuation processes.

Remuneration of employees

Recognition of pensions. Arjo has both defined-contribution and defined-
benefit pension plans, of which some have assets in special funds or
similar securities. The plans are usually financed by payments from
the respective Group companies and the employees. Arjo’s Swedish
companies are gencrally covered by the ITP plan, which does nat
require any payments from employees.

Defined-benefit plans. Pension expenses for defined-benefit plans
are calculated using the Projected Unit Credit Method in a manner that
distributes expenses over the employee’s working life. The calculation
is performed annually by independent actuaries. These commitments
are measured at the present value of expected future payments, with
consideration for calculated future salary increascs, utilizing a dis-
count rate corresponding to the interest rate of first-class company
or government bonds with a remaining term that is almost equivalent
to the actual commitments. Arjo’s net liabilities for each defined-benefit
plan (which is also recognized in the balance sheet), comprises the
present value of the obligation less the fair value of the plan assets. If
the value of the plan assets exceeds the value of the obligation, a sur-
plus arises, which is recognized as an asset. The recognized asset value
is limited to the total of costs related to services rendered during pre-
vinuss periods and the present value of future repayments from the
plan, or reductions in future contributions to the plan. The actuarial
assumptions constitute the company’s best assessment of the different
variables that determine the costs of providing the benefits. When
actuarial assumptions are used, the actual results could differ from
the estimated results, and actuarial assumptions change from one
period to another. These differences are recognized as actuarial
gains and losses. Actuarial gains and losses are recognized in other
comprehensive income for the period in which they are incurred.

Costs for defined-benefit pension plans in profit or loss comprise
the total costs for service during the current and earlier years, interest
on commitments and the expected return on plan assets. Costs for
service during the current period and previous periods are recognized
as employee costs. The interest component of pension expenses is
recognized under financial expenses.

Defined-contribution plans. Defined-contribution plans are plans in
which the company pays fixed fees to a separate legal entity and does
not have any legal or informal obligation to pay additional fees. Arjo's
payments for defined-contribution plans are recognized as expenses
during the period in which the employees perform the services that
the fee covers. The part of the Swedish ITP plan concerning family
pension, disability pension, and employment group life insurance
financed by insurance with Alecta is a defined-benefit pension
multi-employer plan. For this pension scheme, according to 1AS19, a
company is primarily to recognize its proportionate share of the defined-
benefit pension commitment and the plan assets and expenses asso-
ciated with the pension plan, The financial statements are also to in-
clude disclosures required for defined-benefit pension plans. Alecta
is currently unable to provide the necessary information and therefore
the above pension plans are recognized as defined-contribution plans
in accordance with item 30 of IAS 19. This means that premiums paid
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NOTE 1 CONTINUED

to Alecta will also be recognized on an ongoing basis as expenses in
the period to which they pertain.

Provisions

Provisions are recognized when Arjo has a legal or informal obliga-
tion as a result of past events and it is probable that payment will be
required to fulfill the commitment and if a reliable estimation can be
made of the amount to be paid. Pensions, deferred tax liabilities, re-
structuring measures, guarantee commitments and similar items are
recognized as provisions in the balance sheet. Provisions are reviewed
at the end of each accounting period.

Contingent liabilities

Contingent liabilities are commitments not recognized as liabilities/
provisions either because it is not certain that an outflow of resources
will be required to regulate the commitment or because it is not possible
to make 4 reliable estimate of thec amount.

Income taxes

Arjo’s income tax include taxes on Group companies’ profits recognized
during the accounting period and tax adjustments attributable to
earlier periods and changes I deferred taxes. Mcasurament of all
tax liabilities/receivables is conducted at nominal amounts and in
accordance with enacted tax regulations and tax rates or those that
have been announced and will almost certainly be adopted.

Tax is recognized directly in other comprehensive income and
sharcholders’ equity if the tax is attributable to items that are recog-
nized directly in comprehensive income and shareholders’ equity.
Deferred tax is calculated to correspond to the tax effect arising
when final tax is determined. Deferred tax corresponds to the net
cffect of tax on all evisting differences between fiscal and carrying
amounts of assets and liabliities by applyliy applivable tax rotes,
Temporary dittérences primiarlly arise fiuin the depreeiation of prope
erties, machinery and equipment, the market valuations of identifiable
assets, liabilities and contingent liabilities in acquired companies, the
i ket valuation ot invostmants ziassitied us avallable-lur-3alc and
financial derivatives, gains from intra-Group inventory transactions,
untaxed reserves and tax loss carrijfforwards, ol which the latter is
recognized as an asset only to the axtent thal il is pubable that these
loss carryforwards will be matched by future taxable profits. Deferred
tax habilities pertaining tu lenpui ary differenees that are attrihutahle
to investments in subsidiaries and affiliates are not recognized, since
the Parent Company, In each instance, can Lonltul lhe point in timea
of reveran! of tho temporary differences and a reversal in the fore-
seeable future has heen deemed improbable.

Segment reporting

Arjo’'s operations comprise one operating segment, which is why only
the disclnsures in Nate 3 are: presented. The reporting of operating
segments correspunds to the internal reporting submitted to the
thiel uperating decision malsar, This functinn in Arjn was identified
as the CEO.

Cash-flow statement

Cash-flow statements are prépared in accurdance willi 1AS 7 Statemént
ul Cashi Tows, indircet method. Tha cash tiaws of forelgn Gryup
campanies are translated at average exchange rates. Lhanges In the
Group structure, acquisitions and divestinenls are recognized net,
excluding cash and cash equivalents, under “Acquired operations” and
“Divested operations” and are included in cash flow from investing
aclivilics,

Dividond

Dividends proposed by the Board of Directors are not deducted from
distributable earnings until the dividend has been approved by the
Annual General Meeting (AGM).
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Alternative performance measures

Alternative performance measures are presented in this report to
monitor Arjo’s operations, the primary measures being adjusted
EBITDA, cash conversion and net debt/equity ratio. Definitions and
reconciliations of the alternative performance measures are presented
on page 122.

New accounting policies applied by Arjo in 2020

No standards, amendments or interpretations effective from the fiscal
year beginning on January 1, 2020 had a material impact on Arjo’s
financial statements.

New and revised standards and interpretations that have
not yet come into effect

No standards, amendments or interpretations effective from the fiscal
year beginning on January 1, 2021 had a material impact on Arjo's
financial statements.

Note 2 Net sales by type of revenue

SEKM 2020 2019
Product sales 5168 5,373
Service incl. spare parts 1,426 1,504
Rental 2,483 2,100
Total 9.078 8,976
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Note 3 Segment reporting

Arjo’s operations comprise one operating segment. Net sales, intangible assets, tangible assets and right-of-use assets are presented below
for the segment by geographic area. Net sales are based on the seller's domicile and assets are based on the domicile of the Arjo company. The
Group has no single customer that accounts for 10% or more of the Group's sales.

Net sales Assets

North America 3,619 3,525 2,312 2,476

of which, US 2,931 2,817 1,699 1,810

Western Europe 4,149 4,161 6.148 6,287

of which, UK 1,100 1,101 1,140 1,278

of which, Sweden 79 85 3,698 3,602

Rest of the World 1,310 1,29 699 758

Total 9,078 8,976 ) 9159 9.221
Note 4 Costs by cost category

SEKM 2020 2Q19 SEK M 2020

Costs by cost category Amortization, depreciation and write-downs

Salaries and remuneration -2,752 v —2.695 Cost of goods sold -601 -620

Social security expenses -548 -539 Selling expenses -158 -172

Pension expenses -136 -150 Administrative expenses -205 -201

Amortization and impairment Research and development costs -5 -1

of intangible assets -284 -292 Exceptional items 3 )
‘ Goods and services -3,789 -3,915

Total -8,198 -8,302

Note 5 Exceptional items

SEKM 2020 2019
Acquisition expenses -4 -
Damage claims and disputes -7 -
Restructuring and integration costs -67 -53
Total -78 =53

Restructuring costs

Of restructuring costs, SEK 60 M relates to an efficiency program

in Europe. The program is expected to generate full-year savings of
about SEK 50 M, of which about SEK 35 M aiready in 2020. The total
cost for this program is expected to.amount to approximately SEK 75
M. The remainder will be charged to earnings in 2021.

The Group's central logistics hub was relocated from the UK to
Sweden at the end of the year. This move is expected to generate ad-
ministrative efficiency improvements combined with organizational
synergies, Restructuring costs in 2020 amounted to SEK 7 M.
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Note 6 Employee costs

2020
Board
Group, SEKM and CEQ* Other Total
Salaries and remuneration 93 2,659 2,752
Social security expenses 17 531 548
Pension expenses 7 129 136
Total 117 3,318 3,436
" Pertains to remuneration of Board and CEO of subsidiaries in the Group.
Average number of employees 2020

Number Men Women Total
Australia 148 66 214
Belgium 7 7 53 20 73
Brozil 8 4 12
Denmark 13 8 21
Dominican Republic 228 460 688
France 37N 123 494
United Aroh Fmirates 10 1 n
Netherlands 106 60 166
Hong Kong 14 9 23
India 137 30 167
Ireland 22 4 26
Italy #1 3R ne
Japan 14 5 19
Canada 248 142 390
China 78 122 200
Mexico ¢ 3 5
Norway 9 8 17
New Zealand 25 7 32
Poland 290 478 768
Switzerland Y 12 53
Singapore 31 10 41
Spain 20 13 .33
1K 673 288 961
Sweden 96 93 189
South Africa 58 32 90
South Korea 2 - 2
Czech Repuhlic 7 7 14
Germany 313 ‘ 92 405
USA 682 182 864
Austria 93 21 14
Total 3,873 2,338 6,211
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Board
and CEQ?

89
15
5
109

175
364

10
104

139
20
85

257
104

25
289
42
30

689
96
57

305
628
88
3,800

2019

Other
2,606
524
145
3,275

2019

Women

443
126

60

28

38

139
129

213
19
2,351

Total
2,695
539
150
3,384

Total
217
74

17

30
618
490

164
22
167
23
123

396
233

32
761
33
42
27
982
185
90
2

6,151
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Distribution of senior executives at the closing date, %

Gender distribution in all companies in the Group

2020 2019

Women:

Board members of the Parent Company 7 29% 29%
Board members in all companies in the Group 9% 12%
Other members of the company’s management, incl. CEO 27% 26%
Men:

Board members of the Parent Company ‘ 71% ’ 7%
Board members in all companies in the Group 91% 88%
Other members of the company’s management, incl. CEO 73% 74%

Remuneration and other benefits for senior executives in 2020, SEK 000s

Variable re- Variable re-

Basic muneration, muneration, Other Pension

pay short term long term benefits expenses
Johan Malmquist, Chairman of the Board 1,557 1,557
Carl Bennet, Board member 707 707
Eva Elmstedt, Board member 737 737
Ulf Grunander, Board member 864 864
Carola Lemne. Board memher 737 737
Dan Frohm, Board member : 737 737
CEO 8,130 6,426 2,2592 19 2,410 19,344
Other senior executives, employed in Arjo AB 9109 4,155 2,042 4847 2,159 17,949
Other senior executives, employed in other Group companies 11,637 6,626 3,087¢ 879 1,502 23,731
Total 5,339 28,876 17,207 7,388 1,482 6,071 66,363

¥ Also includes fees for wark on Board Committees and corresponds to what was resclved at the preceding AGM.

2 Of this omount, SEK 714 K will be paid in 2021. The remainder will be paid, conditional on continued employment, in the amount of SEK 756 K in 2022
and SEK 788 K in 2023.

3 Of this amount, SEK 537 K will be paid in 2021. The remainder will be peid, conditional on continued employment, in the amount of SEK 629 K in 2022
and SEK 877 K in 2023.

4 Of this amount, SEK 963 K will be paid in 2021. The remainder will be paid, conditional on continued employment, in the amount of SEK 994 K in 2022
and SEK 1,130 K in 2023.

Remuneration and other benefits for senior executives in 2019, SEK 000s

Varigble re- Variable re-

Basic muneration, muneration, Other Pension
pay short term long term benefits expenses
Johan Malmquist, Chairman of the Board 1,508 1,508
Carl Bennet, Board member AR 684 ,
Eva Elmstedt, Board member 713 713
Ulf Grunander, Board member 836 03¢
Carola Lemne, Board member 713 713
Don Frohm, Board member 713 713
CEO 7.803 650 142 2,295 10,890
Other senior executives, employed in Arjo AB R7R7 1,245 410 2,216 12,666
Other senior executives, employed in other Group companies 12,694 3,040 1,069 1,660 18,463
Total 5167 29,284 4,935 - 1,629 6171 47,186

" Also includes fees for work on Board Committees and corresponds to what was resolved at the preceding AGM.

Comments on the table . .

» Short-term variable remuneration refers to the 2020 fiscal year's expensed bonus, which was paid in 2021.

» Other benefits refer to company car and health insurance.

« Uther senior executives pertains to remuneration to members of the Arjo Management Team, other than the CEQ (10 individuals)
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NOTE 6 CONTINUED

Remuneration of senior executives

Principles: The 2020 AGM established guidelines for remuneration
to scnior executives, primarily entailing the following: Remuneration
and ather emplayment terms and randitians for senior executives is
to be market-based and competitive in every market where Arjo is
active so as to attract, motivate and retain skilled and competent
employees. The Annual General Meeting decides on remuneration to
the Chalrman of the Buard und Buard inembers. Liiplayee represun-
tatives do not receive Board remuneration. Remuneratinn to the CEQ
and other senior executives comprises basic pay, variable remuneration,
other benefits as well as pensions. Other senior executives comprise
the individuale, who together with the CEQ, ramprise the Arjo Management
Team. Far the Management Team's structure, see pages 64-65. The
allocation between hnaic pay and variakla remunaration shonld he
proportionate to the executive's responsibility and authority. The
CEOQ's variable remuneration is a maximum of 80% of basic pay.

Variable remuneration: Variable remuneration is limited to a
maximum amount and linked to predetermined and measurable criteria,
designed with the aim of promoting the company's long-term value
creation. No variable remuneration will be paid if profit before tax is
nugdtive, Thy 20O luma lie 2070 wna haaed on financial $argets
set by the Board. The performance-based annual bonus for the CEO is
not to exceed 80% of fixed annual salary. For other senior executives,
bonuses for 2020 were based 6n a combination of flnanclal largels
and individual goals. The performance-based annual bonus for other
senior executives is not to exceed 50-70% of fixed annual salary
(depending on function and geographic placement).

Pengions: The CFOHis sullllel la a pensiun fivin the sge of 65, The
pension is premium based and amounts to 30% of basic pay. The age
ul relirement for other senior exeecutives is also 65, These pension
agreements are premium based. Pension agreements have been
signed in accordance with local legislation in the country where the
executive resides.

Severance pay: The period of notice for the CEQ is a minimum of
six months. If termination of employment is initiated by the company
then severance pay of 12 months’ pay will be awarded. Severance pay
is not offset against any other income. Upon termination of employment
of anv other senior executives, they have the right to severance pay
of a minimum of six months and a maximum of 12 months.

Drafting and decision-making process: During the year, the
Remuneration Committee gave the Board its recommendations
concerning policies for the remuneration tu senior executives. | he
rucunnnendationy inclnded the prapartinn hotween fivad and
variable remuneration, the size of possible pay increases and
proposed criteria for assessment of bonus outcomes. The Board
discussed the Remuneration Gommittea's proposals and derided in
linee with the Remuncretion Committeo’s recommendalions,
Remuneration of the CEO for the 2020 fiscal year was decided by the
Board taking into account the Remuneration Committee’s recom-
mendations. Remuneration of other senior executives was decided
by the CEO in consultation with the Chairman of the Board. During
2020, the Remuneration Committee was convened on three
occasions. In addition to the aforementioned variable remuneration,
adopted share or share-related incentive programs may be included.
The aim Is that such a program will Lielp to attract and retain highly
skilled managers, while it makes the Management Team of Arjo AB
shareholders of the company, which is considered to be an important
and strong signal for other sharcholders.

Long-term incentive program
The Arjo Board introduced three-year long-term incentive programs
for 2018, 2019 and 2020. The programs are cash-based and encompasses
50-55 participants. The incentive programs are an addition to annual
variable salary. g

Purpose. The incentive programs are targeted and have a long-term
content. The aim of the programs is to strengthen commitment and
reward the senior executives who can exercise the greatest influence
ovur Arje's earninge.

Targets. The programs extend for three years and remuneration
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may total a maximum of four monthly salaries during a three-year
period. The calculation of outcome excludes the Group's exceptional
items and impact of any acquisitions and divestménts.

Outcome and payment. The outcome of each programis
calculated every year and accumulated over a three-year period. Any
outcome will be paid in subsequent years provided that the senior
executive remains employed at the company on the payment date.

Synthetic share options

Arjo’s Board and the Management Team have been individually invited
to sign an agreement for synthetic share options with Carl Bennet AB.
The costs for this will not be charged to Arjo’s income statement.

Note 7 Fees to auditors

SEKM 2020 2019
Fee to PwC

Fee and expense reimbursément:

Auditing assignments" -9 -9
Tax consultancy services 0 [
Other services? -2 0
Total -1 -9

 Of which SEK 5 M (5) pertains to remuneration to Ohrlings
PricewaterhouseCoopers AB.

2 Of which SEK 2 M (0) pertains to remuneration to Ohrlings
PricewaterhouseCoopers AB.

Ohrlings PricewaterhouseCoopers AB (PwC) has the auditing
assignment for the entire Group. Auditing assignments refer to
statutory auditing, meaning assignments required to issue the
auditor's report. This also includes the review of the interim report.
No services for auditing activities other than auditing assignments
have been performed. Tax consultancy services primarily pertain to
general tax matters concerning corporate tax. Other services pertain
to consultancy related to matters regarding accounting standards,
corporate acquisitions and IT,

Note 8 Exchange-rate gains
and losses, net

Exchange-rate differences were recognized in profit or loss
according to the following:

SEKM 2020 2019
Cost of goods sold - -50
OQther operating income and expenses -10 -3
Financial items -23 -1
Total -33 -54
Note 9 Interest income and
other similar items
SEK M 2020 2019
Interest income 5 8
Total 5 8



Note 10 Interest expenses and
other similar expenses

Interest expenses, financial liabilities -108 -94
Interest expenses, leases -34 -59
Currency losses -23 -1
Qther -3 7
Total -169 -137
Note 11 Tax

Current tax expense -13 -156

Deferred tax -62 17
Total -175 -139

Relationship between tax expenses for
the year and recognized profit after
financial items, SEK M

Recognized profit after financial items 702 542
lax according to current tox rate

in Sweden 21.4% (21.4) -150 -116
Adjustment for tax rates in foreign

subsidiaries -4 -4
Adjustment of tax expenses from

earlier years (o} -1
Tax effect of non-deductible costs -23 -14
Tax effect of non-taxable income - 16 20
Adjustment for changed tax rates -2 0
Changed value of temporary differences 3 3
Other -15 -29
Recognized tax expense -175 -13¢9

Amount recognized directly in equity

The total amount of current and deferred tax for the period, attributable
to items that are not recognized in profit or loss but instead in other
comprehensive income

£/l

Deferred tax: actuarial gains/losses
pertaining to defined-benefit pension
plans -24 28

Deferred tax: hedges of net invest-
ments and cash-flow hedges 35 -34

NOTES FOR THE GROUP

LISy e

Deferred tax dssets relate to the
following temporary differences and
loss carryforwards

Deferred tax assets relating to:

Mon eurrént assets 148 153
Financial receivables and derivatives - 1
Lurront accats 46 56
Provisions ' 47 65
Loss carryforwards 199 235
Other 36 12
Offset =213 -1RQ
Pufarrad tny nccare F14] 333
Deferred tax liabilities relate to the

following temporary differences

Delerred (ux liubilities relating to;

Non-current assets -300 -277
Financial receivables and derivatives - 0
Current assets (¢} 0
Provisions 0 -5
Ul -y -1/
Offset 215 189
Deferred tax liabilities -94 -110
Maturity structure for loss carryforwards, SEK M

Due within 5 years 33 32
Due in more than 5 years 139 163
No due date 629 775
Total ' 801 970

There are no material loss carryforwards for which deferred tax has
not been recognized.

Note 12 Earnings per share

Earnings pur shure before and after dilutioin anwunled W SEK 1,93 (1.48),
The calculation of earnings per share relating to the Parent Company
shareholders is based on the following information:

Earnings (numerator)

Earnings relating to the Parent

Company shareholders, which form

the basis for calculation of earnings

per share 526 403

Number uf shares (denominator)

Weighted average number of
ordinary shares for calculation of

earnings per share 272,369,573 272,369,573
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Note 13 Intangible assets and tangible assets

INTANGIBLE ASSETS

Cost, lan1, 2020 ” 5,590 736 " 853 868 1,893 9,941
Investments . - - 80 - 216 296
Acquisitions . 7 3 - - 40 10 81
Sales/disposals - - - - -6 -6
Reclassifications ‘ » - - 1 4 0 2 3
Translation differences -341 -7 -19 -85 -49 -501
Accumulated cost, Dec 31, 2020 5,280 729 915 824 2,066 9,814
Amartization and impairment, Jan 1, 2020 | 178 -a61 -512 -613 1905 -2,869
Amortization for the year - » -38 -65 -34 -143 -281
Impairment - - - - -3 -3
Sales/disposals - - - - 6 é
Translation ditterences 5% 2 12 60 a1 167
Accumulated amortization and impairment, Dec 31, 2020 -119 -497 -565 -588 -1.211 -2,980
Clnsing carrying amount. Dec 31, 2020 5161 232 350 236 855 6,834

SETS
Cnst, Jan 1, 2019 - 7 5,395 731 768 819 1,719 9,432
Investments - - 70 1 159 231
FIAUC Y TRIVETY ' 2} - -15 -15
Reclassifications - - - - 4 4
Tranalation difforoncoe 195 5 1% 48 26 289
Accumulated cost, Dec 31, 2019 5,590 736 853 868 1,8§§ 9,941
Amortization and impairment, Jan 1, 2019 -136 -419 -436 -542 -953 -2,486
Amortization for tha yane ' - .40 -2 -36 -14/ -2808
Impairment ) - - -6 - - -6
talos/dispecals ' - - - . 15 15
Translation differences -4 -2 -8 -35 -20 -105
Accumulated amortization and impairment, Der 31, 2019 78 -461 -512 -613 21105 -2,869
Closing carrying amount, Dec 31, 2019 5,413 275 341 255 788 7,072
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Cost, Jan 1, 2020

Investments
Sales/disposals
Reclassifications
Translation differences

Accumulated cost, Dec 31, 2020

Dep;'eciotion and impairment, Jan 1, 2020
Depreciation tor the year

Impairment

Sales/disposals

Reclassifications

Translation differences

Accumulated depreciation and impairment, Dec 31, 2020

Closing carrying amount, Dec 31, 2020

¥ Of which, land amounted to SEK 11 M in 2020.

D These assets primarily comprise beds and mattresses.

16
-174
202

-172
50

892

=741
-64

34

56

-720
172

-3,389
-272

245
269

-3,143
804
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19 5.772
70 509
o -307
-30 -3
-4 -481
54 5,490
- -4,482
- -364
- 0
- 279
- 358
- -4,208
54 1,282

-z %

TANGIBLE ASSETS
Cost, Jan 1, 2019
Investments
Sales/disposals
Reclassifications
Translation differences

Accumulated cost, Dec 31, 2019

Depreciation and impairment, Jan 1, 2019
Depreciation for the year

Sales/disposals

Reclassifications

Translation differences

Accumulated depreciation and impairment, Dec 31, 2019

Closing carrying amount, Dec 31, 2019

¥ Of which, land amounted to SEK 10 M in 2019.

2 These assets primarily comprise beds and mattresses.

-4
-7
-176
210

240
12
-5

-20

n

237

-170
14

15

-176
62

930

-486

162
4,200

-3,425
-280
443

-128

-3.389
8n

32 5,549
24 519
-1 -506
-36 -4
1 217
19 5,772
- -4,396
- -379
- 459
- 0
- -166
- -4,482
19 1,292
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NOTE 13 CONTINUED

Impairment testing

Gandwill and intangible assets with an
indefinite useful life 5,203 5,461
Arjo has only one cash-generating unit and, accordingly, goodwill
and intangible assets with an indefinite useful life are tested for
impairment based on the Group's total amount.

Goodwill and other net assets are tested for impairment annually
and whenever conditions indicate that impairment may be necessary.
The recoverable amount for the cash generating unit is based on the
calculated value in usa. Tho operating segmaent, corresponding tn
Arjo in its entirety, was tested for impairment, and it is at this level
that goodwill is monitored.

Assumptions

The value in use of goodwill and other net assets attributable to Arjo
was calculated based on discounted cash flows. A discount rate

of 8.3% (8.3) before tax was applied when calculating the value

in use. Arjo bases the calculallun un allalned earnings, lurecasls,
busineaas olang. finongcial forecasts and markot data. Cash flow for the
first three years is based on a strategic plan established by the Arjo
Management Team. Future cash flow has then been assumed to have
daprowlh rdle currespunding o 296 {2). This grovith rate I3 based on
the going concern assumption and does not exceed long-term growth
for the industry as a whole. Based on the assumptions given above, the
value in use exceeds the carrying amount of the cash generating unit.

Sensitivity analysis

Sensitivity analyses of changes in growth rates and the discount rate,
which have a significanl inpact oi the calculation of the discounted
cash flows, were performed in connection with impairment testing.
The sensitivity analyses revealed that the negative changes below
would not Indlvidually lead Lo animpainnient requirement.

* Growth rate after year five decreases to 1% (1).
« Discount rate before tax increases by 1 percentage point to 9.3% (9.3).

Intangible assets

There are a limited number of intangible assets, in the form of trade-
marks with a carrying amount of SEK 43 M (47), for which the useful
IIfe has beeii assessed as indefiinite. For these trademarls, thoro ic ne
foreseeable limit for the time period during which the trademarks are
expected to generate net revenue for Arjo. The useful life for other
intangible assets is three to 15 years. For strategic acquisitions, the
useful life exceeds five years.
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Note 14 Leases

Arjo as alessee

Amounts recognized in the balance sheet

Right-of-use assets

Buildings ond land 743 865
Cars and other vehicles 281 282
Other 19 "
Total 1,044 1,158
Lease liabilities

Current 285 300
Non-current 787 856
Total 1,072 1156

Additional right-of-use assets in 2020 amounted to SEK 266 M (163).
The cash outflow amounted to SEK 312 M (313).

Maturity analysis for lease payments with undiscounted
lease payments that are to be paid annually to lessors”

Due within 1 year

Due within 1 to 2 years 229 247
Due within 2 to 3 years ‘ 71 184
Due within 3 to 4 vears 130 141
Due within 4 to 5 years 100 n3
Due in more than 5 years 253 339
Total 1172 1.341

" Excluding sale and leaseback contracts that are recognized separately below

Amounts recognized in protit or loss

Depreciation of right-of-use assets

Buildings and land =159 -143
Cars and other vehicles -160 -164
Other -6 -6
Total -325 -333
Interest expenses attributable to leases -34 -39
Expenses attributable to short-term

leases lincluded in cost ot goods sold,

selling expenses, administrative expenses,

research and development costs) -8 -9
Expenses attributable to low-value

leases that are not short-term leases

(included in cost of goods sold, selling

expenses and administrative expenses) -7 -6



Arjo as a lessor, operating leases

Amounts recognized in the balance sheet are stated in Note 13 Tangible
assets, Rental equipment. Recognized lease income is stated in Note 2,
Net sales by type of revenue, Rental. Most of the income is variable
and related to the point in time that the asset was utilized.

Maturity analysis for lease payments with undiscounted
lease payments that are to be received
annually from customers

SEK M 2020 2019
Due within 1 year 350 351
Due within 1to 2 years 218 304
Due within 2 to 3 years 144 208
Due within 3 to 4 years 82 16
Due within 4 to 5 years 75 5
Due in more than 5 years 3 4
Total 873 888

Sale and leaseback and subleases

Sale and leaseback agreements signed with financiers whereby the
asset is later sold on to customers under a sublease agreement.
Recognized in the balance sheet as lease receivables from customers
and lease liabilities and financial liabilities to financiers.

Lease receivables in the balance sheet

SEKM 2020 2019
Current 13 14
Non-current Kl 38
Total 34 52

Maturity analysis for lease payments with lease payments
that are to be received annually from customers

Undiscounted Interest Discounted

2020, SEK M payments effect payments
Due within 1 year 13 0 13
Due within 1to 2 years 13 n 13
Due within 2 to 3 years 8 -1 7
Due within 3 to 4 years 1 0 1
Due within 4 to 5 years - - -
Total 35 -1 34
Undiscounted Interest Discounted

2019, SEK M payments effect payments
Due within 1year 14 o} 14
Due within 1to 2 years 14 o 4
Dt;le within 2 to 3 years 15 -1 ‘ 14
Due within 3 to 4 years 9 -1 8
v Due within 4 to 5 years 1 [} 1
Total 53 -1 52

Interest income amounted to SEK 1M (1).

NOTES FOR THE GROUP

Lease liabilities in the balance sheet

SEK M 2020

Current 1 13
Non-current 15 29
Total 26 42

Maturity analysis for lease payments with undiscounted
lease payments that are to be paid annually to financiers for
sale and leaseback agreements from 2018

SEK M 2020

Due within 1 year 12

Due within 1 to 2 years 12 13
Due within ? tn 3 yaare 9 12
Due within 3 to 4 years - 4
Due within 4 to 5 years - 1
Total ' 2/ 43

Interest expenses amounted to SEK 1M (1) and cash outflow to
SEK13 M (12).

Financial liabilities in the balance sheet from sale and
leaseback recognized in accordance with IFRS 9

SEK M 2020
Current 2
Non-current 5 7
Total 7 o
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Note 15 Participations in associated
companies

Acquisition of equity stake in Bruin Biometrics (BBI)

During the year, Arjo acquired a 10% equity stake in Bruin Biometrics
(BB1J, a US-based Lumpaiy develuping solutiens for diagnesing
patients with an elevated risk of developing pressure injuries. The
deal gives Arjo exclusive global distribution rights for BBI's portable
SEM scanner, which allows early detection of pressure injury risk
and thereby reduces patient suffering and healthcare ¢osts. BbI has
found itself in a start-up phase with limited sales, with aniual sales
amounting to approximately SEK 15 M. The acquisition is expected,
through the distribution agreement, to have a positive impact on
Arjo's net sales and earnings per share beginning in 2021, and will
contribute significantly ta both nel sales and CM'S development from
v 3 and nnwards,

This acquisition entitles Arjo to a permanent BB! board seat and
vetn rights for a number of important legal business and operational
matters. Therefore, Arjo is considered to have a significant intluence
in BBl and the holding is recognized as participations in associated
companies using the equity method. The purchase price amounts to
SEK 214 M, of which SEK 135 M refers to participations in associated
companies and SEK 79 M to distribution rights.

Change in recognized amounts in associated companies

Opening cost, associated companies -
Acyuisition of partisipulivne 135
Share of associuted companies’ profit for the year -
Other comprehensive income -15
Carrying amount at year-end

There were no material receivables or liabilities to BBI at the end of
the year.

Condensed financial information for the Arjo Group's associated
companies is presented below:

Condensed income statement

Net sales 12
. Operating loss -122
Nel loss for the period -122
Other comprehénsive income -122
Net loss for the period -122
Condensed balance sheet
Non-current assets 4
Current assets v 101
Total assets o 105
Shareholders’ equity 82
Non-current liabilities 7
Cun it ligkilitios _ 16
Total shareholders' equity and liabilities 105
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Note 16 Inventories

SEKM 2020 2019
Raw materials 304 473
Work in progress ' 14 13
Finished products 719 6v58
Tetal 1,039 1,144

Of the Group's inventories, SEK 1,020 (1,132) is measured at cost
and SEK 19 M (12) at net realizable value. At December 31, 2020, the
Group’s provisions for obsolescence totaled SEK 114 M (99).

Note 17 Accounts receivable

SEKM 2020 209
Accounts receivable before provisions 1,572 2,087
Provisions for doubtful receivables -72 -86

1,500 2,001

Total

Accounts receivable net, after provisions for doubtful receivables,
theoretically constitutes the maximum exposure for the calculated
risk of losses. It is the Group’s opinion that there is no significant
concentration of accounts receivable to any single client.

A maturity analysis of accounts receivable is presented below:

SEK M 2020 2019
Not fallen due 1,048 1,294
Fallen due 1-5 days 19 156
Fallen due 6-30 days 144 200
Fallen due 31-60 days 93 106
Fallen due 61-90 days 39 66
Fallen due, more than 90 days 135 265
Total 1,572 2,087

At December 31, 2020, the Group's provisions for doubtful receivables
totaled SEK -72 M (-86). A maturity analysis of these accounts
receivable is presented below:

SEK M 2020 2019

Not fallen due -3 -2

Fallen due 1-5 days [V}

Fallen due 6-30 days -4

Fallen due 31-60 days 0

Fallen due 61-90 doys -1 -2

Fallen due, more than 90 days -43 -8l
-86

Total -72



NOTES FOR THE GROUP

Recognized amounts, by currency, for the Group’s accounts receivable are as follows:

Uther currencies 181 253
Total 1,572 2,085

Changes in provisions for doubtful receivables are as follows:

At beginning of the year

Provision for expected losses 20 =23
Confirmed losses 27 38
Payment made tor reserved receivable 1 34
Translation differences ' 6 -5
Amount at year-end 7e 11

Note 18 Prepaid expenses and accrued income

13
16
Accrued income 54 75 17
Prepaid leasing expenses 8 8
Prepaid insurance expenses 18 19
Prepaid bank fees 1? 16
Prepaid IT expenses 50 54
Other 78 42
Total 220 213
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Note 19 Shareholders’ equity

Specification of other reserves Hedge reserve Translation reserve ne::::gsetsmoefnts Total
Opening balance - -40 1,007 645 -92 -62 915 543
Change far tha yanr ' - 51 - - 75 .38 75 13
Tax attributable to items
that can be restated in profit - -1 50 -31 -14 8 35 -34
Translation difference for the year - - -853 394 - - -853 394
Closing balance - - 204 1,007 - -31 -92 172 915
Class of shares A B Total
Quotient value per share 0.33 0.33
Necemher 31, 2019 18,217,200 ‘254,152,373 272,369,573
December 31, 2020 18,217,200 254,152,373 272,369,57.’;
Shares’ voting rights in % 41.8 58.2 100

In accordance with the Articles of Association, the company'’s share capital amounts to not less than SEK 75 M and not more than SEK 300 M.
Within these limits, the share capital can be raised or lowered without requiring an amendment to the Articles of Association. The maximum
number of shares is 600 million. One series A share carries ten votes and one series B share carries one vote. Both classes of share have the
same quotient value, which is SEK 0.33. At December 31, 2020, the company's share capital totaled SEK 91 M (91).

The registered share capital in Arjo AB (publ) amounted to SEK 90,789,858 on December 31, 2020, distributed over 272,369,573 shares
with a quotient value of SEK 0.33 per share.

Nate 20 lnutilized overdraft facilities and credit facilities

Contracted, unutilized overdraft facilities totaled SEK 4,092 M (4,590) on December 31, 2020 (of which, SEK 3,054 M (3,576) comprised
back-up for the commercial paper program). There are also granted, unutilized overdraft facilities of SEK 203 M (208).
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Note 21 Consolidated interest-bearing net debt

= LA AL SRS A R : onzcoshate Mg o

Non-current and current financial liabilities 5,365 -184 1 -114

Less non-interest-bearing financial liabilities -65 -24 - 7 -82
Non-current and current lease liabilities 1,198 -327 319 -92 1,098
Provisions for pensions, interést—beoring 7 140 1 -100 -4 37
Total interest-bearing liabilities 6,638 -535 220 -202 6,122
Non-current and current financial assets -73 19 - ‘ - 4 ‘ -50Q
Pension assets - 0 -33 0 -33
Cash and cash equivalents -662 7 -332 . - 22 -972
Total interest-bearing assets -735 -313 -33 26 -1,055
Net interest-bearing liabilities ‘ 5,9(.)3V -848 187 . -176 5,067

Non-current and current financial liobilities 5,620 -347 54 38 5,365

Less non-interest-bearing financial licbilities - - -65 - -45
Non-current and current lease liabilities 1,304 -325 180 39 1198
Provisions for pensions, interest-bearing » . 27 . -1 ns -1 140
Total interest-bearing liabilities 6,951 -673 284 76 6,638
Non-current and current financial assets -55 4 -22 ﬂ . =73
Pension assets 7 -52 0 52 o} -
Cash and cash equivalents -961 3N - -12 -662
Total interest-bearing assets -1,068 315 30 -12 -735
Net interest-bearing liabilities 2.883 -358 7 M4 641 5,903
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Note 22 Other provisions

Value according to opening balance 2020 6 18 9 69 102

Provisions 24 n 4 40 79
Used amount -17 -3 -2 ) -10 -32

Changes in connection with acquisitions - - = - -

Unutilized funds restored 0 -1 - -1 -2
Reclassifications 7 - 7 - - 0 o}
Translation differences -1 -2 -1 -5 -8
Valie accarding ta clasing balance 2020 ' ' 2 23 10 93 139
Of which: A
Current . o ' 75
Non-current . " 64
Value according to opening balance 2019 25 30 10 127 V 1§2
Provisions 0 -2 2 ‘ 13 17
Used amount -19 -1 -4 -12 -46
Changes in connection with acquisitions - - ' - ' - -
Unutilized funds restored 0 -4 0 - -3 -7
Reclassifications - -1 - -61 -62
Translation differences 0 2 1 5 8
Value according to closing balance 2019 6 18 9 69 102
Of which:

Current 45
Non-current ‘ 57

Expected timing of outflow:

Within 3 years 10 [
Within 5 years 18 17
» Oyeurs 46 32
Total 139 102
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Note 23 Provisions for pensions and similar obligations

NOTES FOR THE GROUP

Defined-contribution plans
in many countries, Arjo's employees are covered by defined-contribution
pension plans.

The pension plans primarily include retirement pensions. The
premiums are paid continuously throughout the year by each Group
company to separate legal entities, such as insurance companies.
The size of the premium paid by the Group companies is normally
based on a set proportion of the employee’s salary.

Defined-benefit plans
Arjo has detined-benefit pension plans in Sweden, Germany, the UK
and Italy. The pension plans primarily comprise retirement pensions.
Each employer normally has an obligation to pay a lifelong pension.
Vesting is based on the number of years of service. The employee
must be affiliated with the plan for a certain number of years to
achieve full retirement pension entitlement. The pension is financed
through payments from each Group company,

Pension commitments are usually calculated at year-end after
actuanal assumptions. New calculations are made if sybstantial

changes occur during the year. Gains and losses on changed actuarial

assumptions are recognized as part of comprehensive income.

The net value of the defined-benefit commitment is detailed below:

Funded Unfunded
pension

plans

pension
plans

2020, SEKM Total

Present value of

commitments -2,394 -31 -2,425
Fair value of plan assets 2,421 - 2,421
Net asset/liability in the

balance sheet 27 -3 -4

Funded Unfunded
pension

plans

pension
plans

2019, SEKM Total

Present value of

commitments -2,518 -32 -2,550
Fair value of plan assets 2,410 - 2,410
vNe’t asset/liability in the

balance sheet -108 -32 -140
SEK M 2020 2019
Pension commitments _
Opening balance -2,550 -2,042
Costs for service in the current year -2 -2
Interest expenses ‘ -48 -59
Poia benefits 82 54
Exchange-rate differences 235 -155
Gain/(loss) attributable to changed

demographic assumptions 92 -1
Gain/(loss) attributable to chonged

financial assumptions -274 -334
Experience-based gains/(losses) 39 -1
Closing balance -2,425 ;2.550

SEKM 2020

Plan assets

Opening balance 2,410 2,067
Interest income 42 55
Adminisfrotive costs pertaining to

plan assets V] u
Fees paid by employer 4 4
Paid benefits -79 -53
Exchange-rate differences -232 157
Return on plan assets 276 175
Restriction in plan surpluses with

regard to asset ceilings 4] H
Clasing halance 2,421 2,410

The defined-benefit pension commitment and composition
af plan Aty

Present value of Fair value of Net provisions

2020, SEK M commitments plan assets for pensions
Sweden -62 57 -5
Germany -10 - -10
VK =2,39 2,304 33
Italy 22 - 22
Total -2,425 2,421 -4

Present volue of  Fair value of Net provisions
2019, SEKM commitments plan assets for pensions
Sweden -56 56 0
Germany -10 - =10
UK -2,462 2,354 -108
Italy ' 22 - -22
Total -2,550 2.410 -140
UK 2020

Significant actuarial assumptions, %

Discount rute 1.3 2.0
Expected salary increase rate - -
Fyparted inflation 2.3 2.2

The discount ratc corresponds to the interest rate of first-class
corporate bonds with a remaining term that is almost equivalent to
the actual commitments. The pension planin the UK is clnsed which
is why no expected salary increase rate is stated.
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NOIE 23 CONIINUED

Sensitivity of defined-benefit commitments to changes in
the significant assumptions, UK

Pension commitments according

to original valuation -2,331

Liscount rate +1

percentage point -1,876 455
Inflation +1 percentage peint -2,653 -322

The sensitivity analyses above are based on a change in one assumption,
while all other assumptions remain constant. It is unlikely that this
will happen in practice, and changes in some of the assumptions may
correlate. The calculation of sensitivity in the defined-benefit
coinmitinents far material actuarial acsumptinns nses the same method
(the present valuc of defined-benefit commitments by applying the
Projected Unit Credit Method al the end of the reporting period) ac
that used in the calculation of pension liabilities.

Composition of plan assets

Securities 2,403 2,393
Properties 5 [
Cash and cash equivalents and

similar ascote 5 4
Other 7 7
Total ' 2,421 2,410

The weighted average term of the pension commitments is 18 years (18).

Information reqarding recognition of multi-employer
defined-benefit pension plans, Alecta

The commitment for retirement pensions and family pensions for
salaried employees in Sweden is safeguarded through insurance
with Alecta. According to a statement from the Swedish Financial
Reporting Board, UFR 10, this is a multi-employer defined-benefit
plan. For the 2020 fiscal year, the company did not have access to
such information that makes it possible to recognize this plan as a
defined-benefit plan. The pension plan in accordance with ITP, which
is safeguarded through insurance with Alecta, is thus recognized as
a defined-contribution plan. Fees for the year for pension insurance
covered by Alecta amounted to SEK 4 M (4). Alecta’s surplus can

be distributed to the insurers and/or the insured. At year-end 2020,
Alecta's surplus in the form of the collective consolidation level

was approximately 148% (148). The collective consolidation level
comprises the market value of Alecta’s assets as a percentage of the
insurance commitment calculated in accordance with Alecta's actu-
arial calculation assumption, which does not correspond with 1AS 19,
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Note 24 Accrued expenses
and deferred income

Salaries 4n

304
Social security expenses 77 8¢
Commission and bonuses to customers 45 31
Interest expenses 0 2
Consultancy fees 39 25
Freight costs 16 1B
IT expenses 10 (]
Deferred income 109 106
Other 234 185
Tatal 941 730

bt o

Opening balance

Provision far the yenr 193 232
Utilized amount for the year -179 -210
Translation differences -1 5
Closing balance 109 106

Note 25 Pledged assets and
contingent liabilities

Pledged assets
The Group has no pledged assets.

Contingent liabiliti

.

Guarantees 15 19
Total 15 19



Note 26 Acquired/divested
operations

Acquired operations in 2020

AirPdl

in December, Arjo acquired operations in AirPal, a privately owned
US-based company specializing in Air-Assisted Lateral Transfer
solutions for patients. The acquisition strengthens Arjo’s patient
handling portfolio and is part of the Group’s long-term strategic focus
toward driving healthier outcomes for people facing mobility challenges,
and will help advance Arjo's agenda toward increased profitable
growth. Focus will initially be on the US market followed by the UK
and Australia. Annual sales amount to approximately SEK 40 M.

The deal is an asset purchase agreement and involves an upfront
payment of SEK 49 M, and also includes an earn-out tied to perfor-
mance in 2021to 2023 valued at SEK 36 M. The value of the net assets
amounts to SEK 85 M.

Divested operations 2019

Acare Medical Science Co,, Ltd

in February 2019, Acare Medical Sciences Co., Ltd - the Group's low-
spec medical beds business - was divested to CBL based in China.
The divestment involves a production and sales unit in Zhuhai, China,
with 186 employees and sales of about SEK 80 M. The divestment
did not result in any significant capital gains. The sales proceeds of
about SEK 24 M were received via a promissory note, of which SEK 11
M falls due for payment in the third quarter of 2019, Cash and cash
equivalents in Acare on the divestment date amounted to SEK 5 M.

Divested net assets, SEK M Carrying amount

Net assets

Assets held for sale 70
Liabilities held for sale -46
Total net assets o 24

Cash-flow effect
Proceeds received n

Cash and cash equivalents in divested
rompany -5

Total cash-flow effect [}

NOTES FOR TIiF GROIIP

Note 27 Transactions with related parties

Companies in the Carl Bennet sphere are considered to be related
parties to Arjo. In addition to normal dividends to Carl Bennet AB,
Arjo had transactions only with companies in Getinge Group, which
are presented in the table below. Business terms and conditions as
well as market-regulated pricing apply for delivery of products and
services between the companies.

Other expenses primarily refer to Group-wide services.
For remuneration and benefits to senior executives and on the Board
of Directors, see Note 6.

SEKM 2020

Sales 39

Purchases of goods 3 -4
Accounts receivable 1 14
Other current r‘eceivables » 7 -
Non-current financial liabilities - 29
Accounts payable 6 0

Other non-interest-bearing liabilities -

Note 28 Financial risk management

Most of Arjo’s operations are located outside Sweden. This situation
entails that the Group is exposed to different types of financial risks
that may cause fluctuations in net profit for the year, cash flow and
shareholders’ equity due to changes in exchange rates and interest rates.
In addition, the Group is exposed to refinancing and counterparty risks.

The primary rule of Arjo Group Finance is to support business ac-
tivities and to identify and in the best way manage the Group's financial
risks in line with the Board's established finance policy. Arjo’s financial
activities are centralized to benefit from economies of scale, to ensure
good internal control and to facilitate monitoring of risk.

Currency risks

Currency risks comprise exchange-rate fluctuations, which have an
impact on the Group's earnings and shareholders’ equity. Currency
¢cXposure accurs in vnnnection with payments in foreign curency
(transartinn expnsira) and whan tranalating faraign aubsidiar ey’
balance sheets and income statements into SEK (translation exposure).

Translation exposure - income statement

When translating the results of foreign Group companies into SEK,
currency exposure occurs, which affects the Group's earnings when
exchange rates fluctuate.

Translation exposure - balance sheet
Currency exposure occurs when translating net assets of foreign Group
companies into SEK, which can affect the Group's other comprehensive
income, Exposure is rednced hy Arjo applying hedge aceounting to loans
in foreign currency (EUR) and also to currency derivatives. The Group
has additional loans in EUR that are not used in hedge arrounting.
The currency risk in these loans is reduged throuch currency derivativas,
The tabie provides infarmation on the loans and derivatives thal are
used for hodge accounting of net inveslinents In foreigh operatiens.
The Group did not recognize any ineffectiveness in profit or loss for
the year.
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NOTLS FOR THL CAQUP

NQTE 28 CONTINUED

The table below outlines the effect on net profit for the year, translated
to SEK, of currency fluctuations of 5 percent in the most important
transaction currencies. Net volumes comprise the current year's

Net investments in foreign aperations 2020 2019

Amaunt raragnired, Inans 1,225 1“061 volumes in each currency.
Amount récognized, derivatives -5
Amounts recognized in MUSD" - 58 Sensitivity analysis, transaction exposure - 2020
Amounts recognized in MEUR 122 50 Effect on
net profit
Hedge ratio 1:1 11 for the year,
. . Net +/-5% Impact on
Change in the carrying amount of the loan due o )
to Changes in exchange rates since January 1 84 38 Currency  valume Derivatives (SEK M) _equity (SEK M)
Change in value of the hedged item to PLN -783 821 2 -
determine effectiveness 84 38 CNY -296 228 -3 -
Weighted average for forward rates for the usD 751 -918 -8 -
yoar (including farward paints)
EUR 502 600 -1 -
SEK/USD - 9.26
CAD -183 99 -4 -
SEK/EUR - 10.52
AUD 144 -118 1 -

" The Group had loans in USD in 2019 that were included in hedge accounting.
The loan had been repaid at the end of the year.

Sensitivity analysis, transaction exposure - 2019
Transaction exposure

Effect on

Payment flows as a result of sales income and cost of goods sold in net profit
foreign currencies cause currency exposure that affects Group earn- for the year,
ings in the event of exchange-rate fluctuations. The Group's payment Net o +/-5% _ Impact on
flows in foreign currencics consist mainly of the income generated by Currency  volume Derivatives (SEK M)  equity (SEK M)
export $alés tnar until 2020 luuk place via a UK compony with GBP PLM -1n72 816 13 -

as its functional currency. The most important currencies against the

GBP are presented in the table on the right. The transaction exposure CNY -298 156 7 -
of forecasted flows is not hedged, and instead the Group hedges usb 978 -745 12 -
transactions from the period in which the receivables and liabilities EUR 719 .253 23 _
arise. For 2021, the intra-Group product flows will continue to take

place via a Swedish company with SEK as its functional currency. CAD -67 é1 - -

AUD 160 -96 3 -

The table below presents the derivatives outstanding on the closing date.

Outstanding dorivative instruments ~ 2020

Maturity structure

Nominal
SEKM Asset Liability amount <1year 1-3 years 3~5 years
Currency derivatives - non-hedge accounting 19 32 3,282 3,282 - -
Total 7 19 32 3,282 3,282 - -
Of which, shart-term 19 32
Of which, long-term - -

Outstanding derivative instruments - 2019
Maturity structure

Nominal
SEK ™M Asset Liability amount <1 year 1-3 years 3-5 years
Gurrangy derivatives - hedges of net investments - 5 527 527 - -
Curren‘cy derivatives - non-hedye uLcouinting ! 45 3,282 3,290 - -
Total 8 50 3,778 3,765 14 -
Of which, short-term 8 50

Of which, long-term - -
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Distribution of currency for outstanding derivative instruments

Other
Total, SEK M

Financing risk

Credit facilities and loans

Prior to the IPO in 2017, Arjo signed an agreement for external

2020

Naminal
amount  Fair value
m 0
403 -2
60 0
54N -9
962 -1
185 -2
787 7
214 0
3,282 13

2019

Nominal
amount

186
330

3,778

Fair value

financing of a total of about EUR 600 M with a group of Nordic and
international banks. Of this amount, approximately EUR 50 M was
repaid during the year and replaced with new lines of credit in the same
amount. Arjo also established a commercial paper program of SEK
4,000 M after it was listed. At year-end 2020, SEK 3,054 M (3,576)
had been issued. The carrying amount was SEK 3,049 M (3,573).

The table below presents Arjo's credit facilities and loans as per

December 31, 2020.

Type

Revolving credit
facility, 5 years

Revolving gredit
facility, 3+1+1 years

Revolving credit
facility, 2.5 years

Revolving credit
tacility, 2 years

Commercial paper

Commercial paper

Currency

EUR

EUR

EUR

EUR
EUR
SEK

Amount,

MLC

500

50

20

30
150
2,500

The table below presents Arjo’s credit facilities and loans as per

December 31, 2019,

Type

Revolving credit
facility, 5 years

Revolving credit
facility, 3+141 years

Bank loans, 3 years
Commercial paper

Commercial paper

Currency

EUR

Amount,

MLC

500

Utilized Due
140 2022

17 2022

n 2022

25 2022

m 2021
1,945 2021
Utilized Due
9N 2022
2020 (with
option of
141 year

19  extension)

58 2020
81 2020
2,732 2020

NOTES FOR THE GROUP

At the end of the period, Arjo had four revolving credit facilities
denominated in EUR. Two of these are agreements with a bank
syndicate and an international bank, and two are agreements each
with an international bank. Based on these agreements, Arjo believes
that it has a highly diversified loan portfolio with a well-composed
group of both Nordic and international lenders. Arjo's policy is that
refinancing risks are managed by signing long-term committed credit
agreements with a range of tenures, Work on signing new agreements
for credit facilities will start in 2021. All loan facilities include the usual
guarantees and connnilinents, and do net ¢ontain any restrirtinne an
dividends. The credit facilities may mature for earlier payment in full or
in part if certain events occur, including, but not limited to, non-payment
of past due amounts, non-compliance with financial covenants, rounds
of terminations of the Group's other financing agreements (cross default)
and the insolvency of Arjo or some of Arjo’s subsidiaries. Financial
covenants comprise Debt Repayment Capacity (the Group’s net debt
as a percentage of the Group's EBITDA) and Interest Payment
Capacity (the Group's EBITDA as a percentage of the Group's net
interest expenses). Arjo meet these covenants during the fiscal year.
Based on this commercial paper program, Arjo can finance its
oparations in SEK and CUR foir oue tu 12 inunths. The option ot
financing based on thc commercial paper program was used to repay
other interest-bearing bank loans. Arjo’s unutilized revolving credit
facilities serve as a back-up to the commercial paper program.

Interest-rate risk

Arjo is exposed to interest-rate risk, defined as the risk of changed
market interest rates impacting the Group’s net interest. The aim of
Arjo's interest policy is to reduce the short and long-term effect of
changed market interest rates on the income statement and to
minimize interest expenses. Arjo has focused on minimizing interest
expenses and works actively with commercial paper programs to this
end. Interest-rate risk is assessed and monitored continuously during
the year by the Board of Directors.

All external bank loans carried variable interest (3 month or 1 month
LIBOR and STIBOR) at December 31, 2020. Loans under the commercial
vaper piugtdin have a fixed interest rate for each maturity haced on
the market rate on the issue date. On each issue date, Arjo can rhnse
between using the commercial paper program or making use of the
Group's financial agreements, depending on which alternative is the
most advantageous. Based on Arjo’s interest-bearing liabilities at
Nerember 31, 2020, 2a momentary change in average Interest rates ot
11 percentage point for the currencies represented in the Group's
interest-bearing liabilities would entail changed interest expenses of
+SEK 50 M on an annual basis, which would impact net profit and
equity in the amount of SEK £ 40 M,

Credit and counterparty risks

Arjo’s financial transacliuns 1.Ause rredin Pigig With regard to tinancial
counterparties. Uredit risks or counterparty risks constitute the risk
of losses if the counterparties do not fully meet their commitments.
The finance policy states that the credit risk must be limited through
accepting only creditworthy counterparties and fixed limits. At
December 31, 2020, the total counterparty exposure in derivative
instruments was SFK -13 M (-42), Credit risks in outstanding derivalives
are limited by the offset rules agreed with the respective counterpar-
ty. The Group has ISDA agreements for all of its significant counter-
partiés tor raising tunds and trading in financial instruments. For the
financial assels and liabilities that are subject to legally binding
offset agreements or similar, each agreement between the Campany
and its counterparties permits the relevant financial assets and
liabilities to be ottset. The derivatives were recognized at gross
amount in the balance sheet, The Group's liquidity is placed in bank
accounts with low credil risks by distributing between several banks
with high credit ratings. Arjo has a bank consortium comprising nine
different banks, whose credit ratings are between AA- and BBB-.
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NOTES FOR THE GROUP

NOTE 28 CONTINUED

Reserve for expected credit losses

Arjo's accounts receivable are current in nature and thus the risk-
assessment horizon is short, Credit risk is limited by a diverse customer
base with a high credit rating since a high percentage are public cus-
tomers. Many private customers also receive remuneration from publicly
financed insurance reimbursement systems, which reduces the risk.
The Covid-19 pandemic meant that healthcare in society was a priority
area in Arjo's markets and received increased funding. Accordingly,
the pandemic did not entail any significant risk of credit losses for Arjo.
A collective assessment is performed of the impairment requirement
for accounts receivable with low credit risk. An individual assessment
is carried out for customers with impaired credit risk.

Fair value disclosures pertaining to interest-
bearing loans and other financial instruments
Arjo's long-term loans have finating interest rates and, accordingly,
the fair value is assessed as corresponding to the carrying amounts.
Arjo’s credit risk has not changed significantly since the agreement was

Financial instruments by category

Assets measured at

2020 Financial assets, SEK M

signed. For other financial assets and liabilities, fair value is assessed
as corresponding to the carrying amount due to the short expected term.

The fair value of currency forward contracts is established using
prices of currency forwards on the closing date, with the resulting
value discounted to the present value. All derivatives are classified
under level 2 of the fair value hierarchy.

The Group has a liability for additional purchase considerations
related to the acquisition of ReNu and AirPal in the US, whichiis at
level 3 of the fair value hierarchy. The change in the liability for the
year is attributable to the acquisition of AirPal (SEK +36 M), payment
for ReNU (SEK -9 M) and exchange-rate fluctuations. The liability for
additional purchase considerations was calculated based on contrac-
tual terms in the acquisition agreements and is based on forecasted
results in acquired companies.

The Group has holdings in unlisted companies in level 3 of the fair value
hierarchy. The carrying amount of the holdings is the same as the fair
valus

The table below presents the Group's financial instruments by category.

Derivatives used

Nerivative instruments

Other financial assets

Accounts receivables and other financial receivables
Cash and cash equivalents

Total

Financial instruments by category

2020 Financial liabilities, SEK M

Assets at fair value for hedging
amortized cost  through profit or loss purposes
- 19 - 19
- 134 - 134
1,536 - - 1,536
972 - - 972
2,508 153 - 2,661

Barrowings
Uerivative Instruments
Accounts payable and other financial liabilities

Additional purthdase conslderution

Liabilities Liabilities at fair  Derivatives used
measured at volue through profit for hedging
amortized cost or loss purposes

4,987 - - 4,987

- 32 - 32

504 - - 504

- 82 - 82

5,49 114 - 5,605

- Total

Financial instruments by category

Assets measured ot

Derivatives used

2019 Financial assets, SEK M

Nerivative instruments

Other tinancial assets

Accounts receivables and other financial receivables
Cash and cash equivalents

Total

Financial instruments by category

2019 Financial liabilities, SEK M

Assets ot fair value for hedging
amortized cost  through profit or loss purposes
- 8 - 8
- 122 - 124
2,022 - - 2,022
662 - - 662
2,684 130 - 2,814

Borrowings
Derivative instruments
~ Accounts payable and other financial liabilities

Additional purchase cunsideration

Liabilities Liabilities ot fair  Derivatives used
measured at value through profit for hedging
amortized cost or loss purposes

5,365 - = 5,365

- 50 5N

543 - - 543

- 1] - 66

5,908 16 - 6,024

Total
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The table below shows the Group's contractual and undiscounted cash flows from the external financial liabilities on the closing date until the
contractual date of maturity.

At December 31, 2020, SEK M Less than 6 months 7-12 months 1-2 years 2-5 years

Bank loans - - -1,930 - -
Commercial paper -2,552 ‘ -502 - - -
Leases -146 -144 -229 -401 -253
Other financial liabilities -7 -1 -35 — 37 -
Derivative instruments, outflows -739 -21 -12 - -
Derivative instruments, inflows 2,253 - 12 - -
Accounts payable -504 - - - -
Total -1,705 -668 -2,194 -438 -253
At December 31, 2019, SEK M Less than 6 months 7-12 months 1-2 years 2-5 years

Bank loans -23 -22 -766 -1,034 -
Commercial paper -3,516 -60 - = -
Leases -159 -158 -247 -438 -339
Other financial liabilities ‘ -1 =30 A7 1 -1
Derivative instruments, outflows -747 -397 - - -
Derivative instruments, inflows 2.094 521 - - -
Accounts payable -543 - - - -
Total -2,895 146 -1.080 1,474 240

Note 29 Supplementary disclosures to )
the cash-flow statement Note 30 Capitalized development costs

Cash and cash equivalents

SEK M 2020
SEKM 2020 2019 Research and development costs, gross -202 -212
Cash and bank balances 972 662 Capitalized development costs 88 73
Total 972 662 Research and development costs, net -14 -139
Adjustments for items not included in cash flow Note 31 Events after the
end of the fiscal year
SEKM 2020 2019
Change in reserve” 48 -73 There were no significant events after the end of the fiscal year.
Gain from divestment/disposal of
non-current assets 8 19
Total 56 -54

U Primarily refers to inventories and customer reserves.
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FINANCIAL STATEMENTS

Parent Company financial

statements

Parent Company income statement

SEK M

Administrative expenses
Restructuring costs
Other operating income

© Operuling luss

Ineurneg frune pu liciputions i Giroup companios
Interest income and similar profit items
Interesl eapeises und similar 1633 itemo

Profit after financial items

Taxes

et profit for the year!

" Also comprehensive income for the year
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Note 2020

2,34 -165
-3 )

S 133

-35

15

19

8 -80

19

9 -5

17

2019
-155

310

13
-88
194

mnn



Parent Company balance sheet

FINANCIAL STATEMENTS

ASSETS

Non-current assets

Intangible assets

Participations in Group companies
Other financial assets

Deferred tax assets

Total non-current assets

Current assets

Financial receivables, Group companies
Other recéivables from Group companies
Other receivables

Prepaid expenses and accrued income
Cash and cash equivalents

Total current assets

TOTAL ASSETS

SHAREHOLDERS' EQUITY AND LIABILITIES
Shareholders’ equity

Kestricted shareholders’ equity

Sf;ore capital

Non-restricted shareholders’ equity
R;e(oined earnings

Neét proht tor the year

Total shareholders’ equity

Provisions
Other provisions

Total provisions

Current liabilities

Interest-bearing financial loans
Accounts payable

Uther liabilities to Group componies
Other liabilities

Accrued expenses and deferred income
Total current liabilities

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES

10 381
n 5,862
98

6,343

1,212

Nn

4,367
15

4,472

12 3,049
10
70

3,172
7,646
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6,294
94

6,730

1,427

1.521
8,250

9

4.364
181
4,635

3,573
15
v

15
3,614
8,250




FINANCIAL STATEMENTS

Changes in shareholders’ equity, Parent Company

Retained earnings and Total shareholders’
SEK M Share capital net profit for the year equity
Opening balance at January 1, 2019 9 4,514 4,605
Net profit for the year - - 181 181
Dividend to shareholders - -150 -150
Closing balance at De¢ember 31, 2019 1 4,544 4,635
Opening balance at Jonuary 1, 2020 » 91 4,544 4,635
Net profit for the year - 15 ) 15
Dividend to shareholders - -177 -177
Closing halance at December 31, 2020 9 4,382 ' 4,472
Parent Company cashi=flow statement
SEK M Note 2020 2019
Operating activities
Operating loss : -35 -41
Add-back of amortization, depreciation and write-down 79 68
Other non-cash items 0 1
Dividend received 990 205
Interest received and simiiar items 19 13
Interest paid and similar items ‘ -80 -88
Taxes pald ‘ v -4 =7
Cash flow before changes to working capital 969 151
Cash flow fram changes iﬁ working capital
Current receivables 7 " . » 3 -16
Current liabilities 82 -9
Cash flow from operations 1,054 132
Investing activities
Acquisition of intangible assets 10 -121 ' -59
Divested / Acquired subsidiaries ‘ -480 -2
Acquisitinns of other companies -4 -78
Cash flow from investing activities -605 -139
Financing actlvltles 7
Change in interest-bearing loans -524 813
Change in interest-bearing receivables ‘ 252 -830
~ Dividend -177 -150
Cash tlow trom financing activities -449 7
Cash flow for the year 7 0 [V}
Cash and cash equivalents at the beginning of the year - -
Cash and cash equivalents at year-end - -
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PARENT COMPANY NOTES

Parent Company notes |

Note 1 Accounting policies Note 3 Fees to auditors

The financial statements of the Parent Company were prepared in
accordance with the Swedish Annual Accounts Act and the Swedish

¢ " _ ! h SEK M 2020
Financial Reporting Board's recommendation RFR 2, Reporting of
Legal Entities. In accordance with the regulations stipulated in RFR 2, Fee and expense reimbursement:
in the annual financial statements for a legal entity, the Parent Com- Auditing assignment -3 -3

pany is to apply all of the IFRS/IAS regulations and statements that
have been endorsed by the EU where possible within the framework
of the Swedish Annual Accounts Act and with consideration of the
link between accounting and taxation. The recommendation specifies Tax consultancy services 0 -
which exceptions and additions are to be made from [FRS/IAS.
Provisions conforming to IFRS/IAS are stated in Note 1 Accounting
policies, for the consolidated financial statements. The Parent Com-
pany applies the accounting policies detailed for the Group with the
exception of the following:

Auditing activities other than
auditing assignments - -

Other services o] 0]

Total -3 -3

Pertains to remuneration to Ohrlings PricewaterhouseCoopers AB.

Shares and participations
Subsidiaries are recognized in accordance with the acquisition method, N 4 Em osts
implying that holdings are recognized at cost in the balance sheet ote ployee ¢
less any impairment. Dividends from subsidiaries are recognized as
dividend income.

Average numher nf amployees

The Parent Company applies the exemption in RFR 2 not to apply

Swed 2020

IFRS 9, meaning that financial instruments are measured based on weaen —

cost in accordance with the Swedish Annual Accounts Act. Men 2 3
Women 2 2

Group contributions are recognized in profit or loss under income

from participations in Group companies. Total 4 5

N . . Gender distribution
Note 2 Amortization and write-downs

% 2020

Women:
SEKM 2020 2019

Board members 29 29
Intangible assets -80 -68

Other members of senlor management 56 40
Total ‘ -80 -68 :

Men:
Amortization and write-downs by cost category

Board members vl Vil
Administrative expenses -76 -68

Other members of senior management 44 60
Restructuring costs -3 -
Total -80 -68

Salaries, other remuneration and soclal security cxpenses

Board and Other senior
2020, SEK 000s CEO executives Total
Salaries and
remuneration 22,273 15,790 38,063
Social security expenses 7,250 5,485 12,735
Pension expenses 2,410 2,159 4,569
Board and Other senior
2019, SEK 000s CEO executives Total
Salarics and
remuneration 13,742 10,450 24,212
Social security expenses 4,881 3,821 8,702
Pension expenses 2,295 2,216 4,51
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Note 5 Other operating income Note 9 Tax
SEKM 2020 2019 SEK M 2020 2019
Sale of services to other Group companies 133 14 Current tax expense -5 -7
Total . 133 114 Deferred tax - ¢} -7
Total -5 -14
NOte 6 !ncome from part.icipations Relationship between tax expenses for the
mn Group companies year and recognized profit after financial
items:
‘ Recognized profit after financial items 19 194
SEKM e 2020 201_9 Tax according to current tax rate -4 ‘ _42
Dividend 990 205 Tax effect of non-deductible costs -208 -10
Impairment -912 - Tax effect of non-taxable income 212 44
Group contributions 37 105 Other -5 -7
Total 15 310 Recognized tax expense -5 s
Deferred tax assets in the balance sheet amounted to SEK 2 M (2)
and were attributable to temporary differences.
Note 7 Interest income and
similar profit items
‘ Note 10 Intangible assets
SEK M 2020 2019
Currency gains 0 0 SEKM 2020 2019
Interest income 19 13 Software
Tolal 19 13 Qpening cost 486 427
Investments 121 60
Sales/disposals - -1
Note 8 Interest expenses and Closing accumulated
similar loss items cost 607 486
Opening amortization -146 -78
Amortization for the year -76 -68
SEKM 2020 2019 Impairment for the year -3 -
Interest expenses -76 -72 Accumulated amortization and
Currency losses -3 -16 impairment -226 -146
Total -80 _88 Closing planned residual value 381 340
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Note 11 Participations in Group companies

PARENT COMPANY NOTES

Arjo Danmark A/S

Arjo Dominican Republic
Arjo Sverige AB

Arjo France S.A.S.

Arjo Middle East FZ-LLC
Arjo Hong Kong Limited

ArjoHuntleigh Healthcare India
Private Limited

Arjo (Ireland) Limited
Arjo Italia Spa

Arjo Japan K.K.
ArjoHuntleigh Magog Inc
Arjo (Suzhou) Co., Ltd

Atjo (Suzhou) Medical Equipment
Trading Co., Ltd

ArjoHuntleigh AB

Arjo Treasury AB

Arjo IP Holding AB

Arjo México Equipos Médicos S.A. c‘!e cv
Arjo Nederland BV

Arjo Norge AS

ArjoHuntleigh Polska Sp.zo.0.

Arjo Switzerland AG

Boxuon Medical Equipment Pte Ltd
Arjo lberia S.L.

Huntleigh Technology Limited

Arjo Korea Co., Ltd

Arjo Taiwan Limited

Arjo Czech Republic s.r.o.

Arjo Deutschland GmbH

Huntleigh Healthcare GmbH

Arjo Holding USA, Inc

arjn Auctria GmhH

Total carrying amount

Belgium

. Denmark

Dominican Republic

Esiév, Sweden

France

United Arab Emirates

Hong Kong

India
Ireland
Italy
Japan
Canada

China

China

Malms, Sweden
Malms, Sweden
Malmé, Sweden
Mexico
Netherlands
Norway

Poland
Switzerland
Singapore
$Spain

UK

South Korea

Toiwan

7 Czech Rebublic

Germany
Germany
USA

At

The table above includes all directly owned subsidiaries,

418.919.541

24 AT NS 7R

131398278
 556528-4600
305.219.677

94298
18078186-000-02-20-3

UB5199MH2002PT(C135700
238034

550316001
2010401135243

626505
913205947573292624

91320594MATUQ6DX7G
556304-2026
556475-7242
556247-0145
AME190724UM?7
69089396
994290177
253572
CHE-107.306.624
200508769D
RAZ7NAAAIR
1891943
1101M1-3012995
83536401
46962549

HRB 12913

HRR 237Q%

PhI20S1d

. 019

39120 39120
?,5NN

3,591,999 3,591,999

1,000 1,000

578,460 578,460

1 1

25000 25,000

1905709  1,908.709

33336 33336

1,000,000 1,000,000

500 500

24126001 24.126.001

1 1

1 1

- 50,000

2,225 2,225

3,000 -

Q9 QQ

18 18

100.000  100.000

100 -

nn mno

5,700,000 5,700,000

2,000 3,000

85,390,762 85,390,762

1.000 1,000

0 _

1 1

1 1

2 2

10,000 10,000

LAIN
100
100
100
100
100

100

100
100

99
100
nn
100

100
100
100
100
100
100
100
100
100

JY

360
41
47

37
94

575
241

35

r&nw -

Cost

Opening cost

Investments

Shareholders’ contributions
Divestments

Impairment

Closing accumulated cost
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PARENT COMPANY NOTES

NOTE 11 CONTINUED

The Group companies directly or indirectly owned by Arjo AB are specified below

Sweden

Arjo Sverige AB, 556528-4600, Eslov
ArjoHuntleigh AB, 556304-2026, Malmé
Arjo Treasury AB, 556475-7242, Malm#
Arjo IP Holding AB, 556247-0145, Malmé
ArjoHuntleigh International AB
556528-1440, Malmb

Australia

Arjo Australia Pty Ltd

Arjo Hospital Equipment Pty Ltd
Joyce Healthcare Group Pty Ltd

Belgium
Arjo Belgium N.V.

Braril
Arjo Brasil Equipamentos Médicos Ltda.

Denmark
Arjo Danmark A/S

Dominican Republic
Arjo Dominican Republic

France
ArjpFranze S A S

United Arab Emirates
Arjo Middle East FZ-LLC

Hong Kong
Arjo Hong Kong Limited

India
ArjoHuntleigh Healthcare India Private
Limited

Ireland
Arjo (Ireland) Limited

Italy
Arjo Italia Spa?

Japan
Arjo Japan K.K.
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Canada
ArjoHuntleigh Magog inc
Arjo Canada Inc

China

Arjo (Suzhou) Medical Equipment Trading
Co., Ltd

Arjo (Suzhou) Co., Ltd

Mexico
Arjo México Equipos Médicos S.A. de C.V

Netherlands
Arjo Nederland BV
Huntleigh Holdings BV

Norway
Arjo Norge AS

New Zealand
Arjo New Zealand Limited

Poland
ArjoHuntleigh Polska Sp. zo.o.

Switzerland
Arjo Switzerland AG

Singapore
Boxuan Medical Equipment Pte Ltd
Arjo South East Asla Pte. Ltd.

Spain
Arjo Iberia S.L.

UK

Huntleigh Technology Limited®

1st Call Mobility Limited
ArjoHuntleigh International Limited”
Arjo UI Limited

Huntleigh Diagnostics Limited”
Huntleigh Healthcare Limited

Huntleigh International Holdings Limited”

iHuntleigh Luton Limited?
Huntleigh Properties Limited”
Huntleigh (SST) Limited®
Pegasus Limited”

South Africa

Arjo Africa Exports (Pty) Ltd
ArjoHuntleigh South Africa Pty Ltd
Huntleigh Africa Provincial Sales Pty Ltd
Huntleigh Africa Pty Ltd

South Korea
Arjo Korea Co., Ltd .

Taiwan
Arjo Taiwan Limited

Czech Republic
Arjo Czech Republics.r.o.

Germany
Arjo Deutschland GmbH
Huntleigh Healthcare GmbH

USA

Arjo Holding USA, Inc
Arjo, Inc.

Renu Medical, inc.

Austria
Arjo Austna LmbH

¥ A Parent Company guarantee was issued in
accordance with section 479(C) of the UK
Companies Act 2006 for certain subsidiaries
registered in the UK. The Parent Company
guorantee applies to all outstanding liabilities
for the subsidiaries on the closing date untii
the commitments have been met. The stated
subsidiaries have applied the exemption from
statutory audit in accordance with section
479 (A) of the UK Companies Act 2006.

2 The Parent Company guarantee was also issued
for the subsidiary registered in ltaly and applies
to all outstanding liabilities tor the subsidiary
on the closing date until the commitments have
been met.



Note 12 Interest-bearing financial loans

SEK M 2020 2019
Commercial paper program 3,049 3,573
Total 3,049 3,573

The Parent Company established a commercial paper program in
2018 with a framework amount of SEK 4,000 M., Issues totaling
SEK 3,054 M (3,576) were implemented.

Note 13 Accrued expenses and
deferred income

PARENT COMPANY NOTES

Note 14 Pledged assets and
contingent liabilities

SEK M 2020 2019
Salaries 12 7
Social _sgcurity expenses 7 4
d:nsultoncy feesﬂ 3 1
Accrued IT expenses . . ., 4 - 1
Other accrued expensesvond other

deferred income - 2
Total 27 15

Pledged assets
The Parent Company had no pledged assets in 2020 or 2019.

Contingent liabilities, SEK M 2020

Guarantees

Guoronteesr for subsidiaries 210 1,707
Other 7 32 50
Total contingent liabilities ‘ 2,142 1,757

Note 15 Proposed allocation of profits

The following profits in the Parent Company are at the disposal
of the Annual General Meeting:

SEK

Retained earnings 4,367,064,227

Net profit for the year 14,537,788
Total 4,381,602,015
I'he Baard and (“hief Executive Officar propesc

that a dividend uf SEK 0.85 per share shall

be distributed to shareholders 231,514,137

le be carried i wurd 4150.0K7.878
Total 4,381,602,015
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AUDITOR'S REPORT

Auditor’s Report

To the general meeting of the shareholders of Arjo AB (publ), corporate identity number 559092-8064

Report on the annual accounts and consolidated
accounts

Opinions

We have audited the annual accounts and consolidated accounts of
Arjo AB (publ) for the year 2020 except for the corporate governance
statement o pages 57-65. The annual accounts end consolidated
accounts of the company are included on pages 51-65 and 68-109 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 material
respects, the financial position of parent company and the group as
of 31 December 2020 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 2020 and their
financial performance and cash flow for the year then ended in ac-
cordance with International Financial Reporting Slanidaids (ITRS), as
adopted by the EU, and the Annual Accounts Act. Our opinions do
not cover the curpurdle guvernance statement en pagos 67-65. The
statutory administration report is consistent with the other parts of
the annual accounts and consolidated accounts.

We therefore recommend that the general meeting of sharehold-
ers adupls the incuine statement and balance chaet far tha parent
company and the group.

Our opinions in this report on the annual accounts and consolidated
accounts are consistent with the content of the additional report that
has been submitted to the parent company's audit committee in ac-
cordance with the Audit Regulation (537/2014) Article 11.

Basis for Opinions
We conducted our audit in accordance with International Standards
on Auditing (ISA) and generally accepted auditing standards in Sweden.
Our responsibilities under those standards arce furthor described in
the Auditor's Responsibilities section. We are independent of the
parent company and the group in accordance with professional eth-
ics tor accounlants in Swedeir and have otherwise fulfilled our ethical
responsibilities in accordance with these requirements. This includes
that, based on the besl uf vui kivowledge and belicf, no prohibited
services referred to in the Audit Regulation (537/2014) Article 5.1
have been pruvided Lo Uie auditcd company or, whare applicahle, its
parent company or its contrulied Lutpariies within the EU,

We Lelieve Uat Uie audit evidenee wo have abtained is suthirient
and appropriate to provide a basis for our opinions.
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Our audit approach
Overview
Audit scope
We designed our audit by determining materiality and assessing the
risks of material misstatement in the consolidated financial statements.
In particular, we considered where management made subjective
judgements; for example, in respect of significant accounting estimates
that involved making assumptions and considering future events that
are inherently uncertain. As in all of our audits, we also addressed
the risk of management override of internal controls, including
among other matters consideration of whether there was evidence of
bias that represented a risk of material misstatement due to fraud.
We tailored the scope of our audit in order to perform sufficient
work to enable us to provide an opinion on the consolidated financial
statements as a whole, taking into account the structure of the
Group, the accounting processes and controls, and the industry in
which the group operates.

Materinlity

The scope of our audit was influenced by our application of materiality.
An audit is designed to obtain reasonable assurance whether the
financial statements are free from material misstatement. Misstatements
may arise due to fraud or error. They are considered material if
individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of the
consolidated financiai statements.

Based on our professional judgement, we determined certain
quantitative thresholds for materiality, including the overall group
materiality for the consolidated financial statements as a whole. These,
together with qualitative considerations, helped us to determine the
scope of our audit and the nature, timing and extent of our audit pro-
cedures and to evaluate the effect of misstatements, both individually
and in aggregate on the financial statements as a whole.

Key audit matters

Key audit matters of the audit are those matters that, in our protessional
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, and in forming our opinitin
thereon, the annual accounts and consolidated accounts as a whole,
but we do not provide a separate opinion on these matters.



Key audit matters

AUDITOR’S REPORT

How our audit addressed Lhe Key audit matter

Valuation of intangible assets
With reference tn Note 1and Note 13 .
Goodwill and other intangible assets with an indefinite useful life repre-
sent a significant part of the balance sheet of Arjo and amount to MSEK
5,203 (MSEK 5,461) as of 31 December 2020. The Company annually
performs an impairment assessment of the assets based on a calculation
of the discounted cash flow for the cash generating unit in which goodwill
and other intangible assets are reported, which is Arjo Group as a whole.
This impairment test is based on a high level of judgments and assump-
tions regarding future cash flows. Information is provided in Notes 1and
13 as to how the Company’s management has undertaken its assessments,
and also provides information on important assumptions and sensitivity
analyses. Key variables in the test are growth rate and discount factor
(cost of capital). It is also presented that no impairment requirement has
been identified based on the assumptions undertaken.

In our audit, we have evaluated the calculation modcl applied by management.

We liave reconciled and critically tested essential variables against
budget and long-term plan for the Company.

We have performed a retrospective review of the prior period estimate
by comparing it to actual current period results.

We have tested the sensitivity analysis for key variables in order to assess
the risk of need for impairment.

We have also assessed the correctness of the disclosures included in
the financial statements.

Other Information than the annual accounts and consolidated
accounts

I his document also contains other information than the annual accounts
and consolidated accounts and is found on pages 1-50, 66-67 and
113-125. This information, in addition to the sustainability report and
our statement regarding this report, do not constitute a part of the
annual 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 consolidated
accounts, our responsibility is to read the information identified 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 otherwise 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, con-
clude that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Board of Director's 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 Man-
aging Director are also responsible for such internal 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.

. standards in Sweden will always detect a material misstatement whei

In preparing the annual accounts and consolidated accounts, The
Board of Directors and the Managing Dircctor are responsible for the
assessment of the company's and the group's ability to continue as a
going concern. They disclose, as applicable, matters related to going
concern and using the going concern basis of accounting. The guing
concern basis of accounting is however not applied if the Buard 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 prejudicc to the Board of Director’s
responsibilities and tasks in general, among olher things oversee the
company'’s financial reporting process.

Auditor’s responsibility

QOur objectives are to obtain reasonable assurancc about whether the
annual accounts and consolidated accounts as a whole are free from
material misstatement, whether due to fraud or error, and to issue

an auditor's report that includes our opinions. Reasonable assurance
is a high level of ussurance, but is not a guaranlee thal an audlt
conducted in accordance with ISAs and generally accepted auditing

it exists. Misstatements can arise from fraud or error and are consid-
ered matenal it, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on
the basis of these annual accounts and consolidated accounts.

A further description of our responsibility for the audit of the an-
nual accounts and consolidated accounts is available on Revisorsins-
pektionen's website: www.revisorsinspektionen.se/revisornsansvar.
This description is part of the auditor’s report.
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AUDITOR'S REPORT

Report on other legal and regulatory requirements

Opinions
I additivir to our audit of the annual accounts and ransalidated
accounts, we have also audited the administration of the Board of
Director's and the Managing Director of Arjo AB (publ) for the year
2020 and the proposed appropriations of the company'’s profit or loss.
We recommend to the general meeting of shareholders that the
protit be appropriated in accordance wilh Lhe proposalin the statu-
tory administration report and that the members of the Board of
Direclur's and the Managing Dircetor be dischargad from liahility far
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 iin the Auditor’s Responsibilitios section. We are
indepeidenil of the parent eompany and the group in arrardanre with
professional ethics for accountants in Sweden and have otherwise ful-
filled our ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient
and aoorooriate to provide a basis far anr apinians.

Responsibilities of the Board of Director’s and the Managing
Director

The Board of Directors is responsible for the proposal for appropri-
ations of the company's profit or loss. At the proposal of a dividend,
this Includes an assessment of whether the dividend is justifiable
considering the requirements which the company's and the group's
type of operations, size and risks place on the size of the parent com-
pany's and the group' equity, consolidation requirements, liquidity
and posilion in general.

The Board of Directors is responsible for the company’s organization
and the administration of the company's affairs. This includes among
olher things continuous assessment of the company’s and the group's
financial situation and ensuring that the company’s organization is
designed so that the accounting, management of assets and the
company's financial affairs otherwise are controlled in a reassuring
manner. The Managing Director shall manage the ongoing adminis-
tration according to the Board of Directors’ guidelines and instructions
and among other matters take measures that are nccessary to fulfill
the company’s accounting in accordance with law and handle the
management of assets in a reassuring 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 a reasonable degree of assurance whether

any member of the Board of Directors or the Managing Director in

any material respect:

« has undertaken any action or been guilty of any omission which can
give rise to liability to the company, or

« in any 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 proposal s
in accordance with the Companies Act.

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.

A further description of our responsibility for the audit of the
administration is available on Revisorsinspektionen’s website:
www.revisorsinspektionen.se/revisornsansvar. This description is
part of the auditur’s repui L,

The auditor’s examination of the corporate governance
statement

The Board of Directors is responsible for that the corporate governance
statement on pages 57-65 has been prepared in accordance with the
Annual Accounts Act.

Our examination of the corporate governance statement is conducted
in accordance with FAR's auditing standard RevR 16 The auditor's
examination of the corporate governance statement. This means that
our examination of the corporate governance statement 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. We believe that the examination has
provided us with sufficient basis for our opinions.

A corporate governance statement has been prepared. Disclosures
in accordance with chapter 6 section 6 the second paragraph points
2-6 of the Annual Accounts Act and chapter 7 section 31 the second
paragraph the same law are consistent with the other parts of the
annual accounts and consolidated accounts and are in accordance
with the Annual Accounts Act.

Ohrlings PricewaterhouseCoopers AB was appointed auditor of
Arjo AB (publ) by the general meeting of the shareholders on the 29 June
2020 and has been the company's auditor since 21 December 2016.

. Malint 23 Maich 2021
Ohrlings PricewaterhouseCoopers AB

Magnus Willfors
Authorizced Public Accountant
Partner in charge
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Cecilia Andrén Dorselius
Authorized Public Accountant



MULTI-YEAR QVERVIEW

Multi-year overview: Group

Condensed consolidated income statement

8 ot

Net sales 9,078 8,976 8,217 7,688 7,808

Cost of goods sold -4,952 -5,039 -4,555 -4,260 -4,366
Gross profit 4,126 3,937 3,662 3,428 3,442
Selling expenses -1,796 -1,849 -1,657 -1,57 -1,392
Administrative expenses -1,258 -1,223 -1,219 -1,136 -1,016
Research and development costs -114 -139 -141 -134 -133
Ex¢éptional items -78 53 =156 -324 -161
Other operating income 7 8 n 29 Lt
Orher operating expenses -22 -10 -7 -1 -16
Operating profit (EBIT) 866 671 493 281 781
Interest income and other similar items 5 8 1 15 7
Interest expenses and other similar expenses -169 -137 =109 -17 -17
Profit after financial items 702 542 395 179 671
Taxes -175 -139 -99 -61 -1R1
Net profit for the year K24 103 296 18 490
Attributable to:

Parent Company shareholders 526 403 296 18 490

2020 ANNUAL REPORT 113




MULTI-YEAR OVERVIEW

Condensed cunsvlidated balance sheet

SEK M

Intangible assets

Tangible assets

Right-of-use assets

Participations in associated companies
Nnn-current financial receivables, interest-bearing
Financlal assets

Total non-gurrent assets

Inventories

Accuourits receivable

Current financial receivables
Other current receivables
Cash and cash equivelents
Total current assets

Assets held for sale
TOTAL ASSETS

Shareholders’ equity

Total shareholders’ equity

Provisions for pensions, interest-bcaring
Non-current financial liabilities
Non-current lease liabilities

Qther provisions

Totul nun=cunient liubilitics

Accounts payable

Current financial liabilities

Curient leuse liabilities

Other non-interest-bearing liabilities
Total current liabilities

Liahilities held for sale

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES
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2020
6,834
1,282
1,044
120
55
393
9,728

1,039
1,500
27
592
972

4,130

13,858

5,630
5,630

37
2,018
802
158
3,014

504
3,051

1,363
5,214

13,858

2019
7,072
1,292
1,158
46
455
10,023

1144
2,001
27
565
662
4,399

14,422

5914
5,914

140
1,791
885
167
2,983

543
3,575
313
1,095
5,525

14,422

2018
6,946
1,153

97
351
8,547

1117
1,802
10
625
961
4,515
74

13,136

5,427
5,427

27
2,859
41
225
3,152

458
2,761

1,284
4,513

44

13,136

2017 2016
6,634 6,663
1134 1,110
8 -

326 316
8,102 8,089
1,104 1,044
1,898 2,277
- 1,397

434 460
672 1,446
4,108 6,624
12,210 14,713
5,074 10,658
5,074 10,658
61 36
5,131 1,361
187 195
5,379 1,592
541 739
90 340
1126 1,384
1,757 2,463
12,210 14,713



MULTI-YEAR OVERVIEW

Condensed consolidated statement of cash flows

Operating activities

Operating profit (EBIT) 866 o7 493 28| /81
Add-back of amortization, depreciation and write-down 973 1,004 687 715 758
Uther non-cash items 56 -54 -84 36 21
Expensed exceptional items? n 53 130 250 67
Paid exceptional items -64 -73 -81 -63 -108
Financial items -124 -120 -92 -102 -110
Taxes pad 123 13 =171 -i3> -168
-Cash flow before changes to working capital 1,646 1,287 882 982 1,238

Changes in working capital

Inventories -30 38 24 -103 -87
Current receivables 214 -133 95 176 -345
Current liabilities 438 59 -10 -483 n3
Cash flow from operations 2,267 1,252 N 572 19

Investing activities

Dlvested/Acquired operations ' =50 8 -134 - -212
Acquisitions of participations in subsidiaries -135 - - - -
Acquired financial assets 1 -70 -16 - -
Net investments -784 -729 -557 -&52 =314
Cash flow from investing activities -981 -801 =717 -852 -526

Financing activities

Change in interest-bearing liabilities -535 -672 7 5131 =h
Change in non-current receivables 8 3 -22 -29 -4/
Dividend -177 -150 -136 - -
Reahzed derivatives attributable to financing activities =250 66 - - -
Transactions with shareholders - - - -5,796 289
Cash flow from financing activities -954 =762 13 -694 236
Cash flow for the year 332 .31 287 -774 629
Cash and cash equivalents at the beginning of the period AR? Q61 &72 1,448 808
Cash flow for the year 332 =31 287 -774 629
Translation differences -22 13 16 0 9
Reclassification to assets held for sale - - -14 - -
Cash and cash equivalents at year-end - 972 462 261 ar2 1,444

" Excluding write-downs on non-current assets.

Net sales by geogra_pi'\ic area

ISEKIM] 2020, 2019 12018] 2017 20163
North America 3,619 3,525 3,015 2,818 2,905
Western Europe 4,149 4,161 4,125 3,771 3,759
Rest of the World 1,310 1,29 1.077 1,090 1,144
Group ' 9,078 BYIG 8.217 7,688 7.808
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MULTI-YEAR OVERVIEW

Key pertormance indiccitors for the Gruup:

SEKM

Sales measures

Net sales

Net sales growth, %

Organic growth in sales, %

Expénse measures
Selling mxpenses as a % of net sales
Adminlstrative expenses as a % of net sales

Research and development costs gross as a %
of net sales

Earnings measures

Operating profit (EBIT)
Adjusted operating profit (EBIT)
EBITA

Adjusted EBITA

EBITDA

EBITDA growth, %

Adjusted EBITDA

Earnings per share, SEK

Margin measures

Gross margln, %

Operating margin, %
Agjusted operating imuryin, %6
EBITA margin, %

Adjusted EBITA murgin, %
EBITDA margin, %

Adjusted EBITDA margin, %

Cash flow and return measures
Return an shareholders’ equity, %
Cuash conversion, %

Operating capital, SEK M

Return on operating capital, %

Capital structure

Interest-bearing (+) net debt/(-) net receivables
Interest-coverage rutio, multiple

Net deht/equity ratio. multiple

Net debt / adjusted EBITDA, multiple
Equity/assets ratio, %

Equity per share, SEK

Other
No. of shares

Miinaher af employaos, Querane
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2020 2019
9.078 8,976
11% 8.6%
3.9% 3.9%
19.8% 20.6%
13.9% 13.6%
2.2% 2.4%
866 671
943 724
1150 963
1,224 1,016
1,838 1,675
9.8% 42.0%
1913 1728
193 1.48
45.5% 43.9%
9.5% 7.5%
10.4% 8.1%
12.7% 10.7%
13.5% 1.3%
20.3% 18.7%
211% 19.2%
9.1% 71%
123.3% 74.7%
11,408 1,082
8.3% 5%
5,067 5,903
6.5x 5.5x
0.9x 1.0x
2.9x 3.0x
40.6% 41.0%
20.7 2.7

272,369,573 272,369,573
6,21 6,151

2018

8,217
6.9%
3.0%

20.2%
14.8%

2.5%

493
649
798
930
1,180
18.4%
1,312
1.09

44.6%
6.0%
79%
9.7%
1.3%
14.4%
16.0%

5.6%
84.0%
9,946

6.3%

4,630
6.2x
0.9x
3.5x

41.3%
19.9

272,369,573
6,123

2017

7,688
-1.5%
-1.6%

20.4%
14.8%

2.7%

281
605
596
846
996

-35.1%
1,246
0.43

44.6%
3.7%
8.0%
7.8%
11.0%
13.0%
16.2%

1.5%

57.4%
10,317

5.9%

4,602
5.3x
0.9x
3.7x

41.6%
18.6

272,369,573
5,853

2016

7,808
-3.8%
-2.6%

17.8%
13.0%

2.5%

781
942
1147
1,221
1,536
25.8%
1,610
1.80

44.1%
10.0%
12.1%
14.7%
15.6%
19.7%
20.6%

4.7%

59.8%
11,055

8.5%

-1175
8.2x
-0.1x
-0.7x
72.4%
391

272,369,573
5,763



MULTI-YEAR OVERVIEW

Origin of key performance
measures

Alternative performance measures refer to financial measures used The alternative performance measures recognized below have not
by the company’s management and investors to evaluate the Group's been calculated in accordance with IFRS but have been presented since
earnings and financial position, and that cannot be directly read or Arjo believes that they are important in connection with investors’
derived from the financial statements. assessments of the Company and the Company'’s share. The alternative
These financial measures are intended to facilitate analysis of the performance measures are also presented in the company’s other
Group’s performance. The alternative performance measures should financial statements.
not be considered substitutes, but rather a supplement to, the financial Key performance measures for 2020 and 2019 include IFRS 16 amounts.
statements prepared in accordance with IFRS. The financial measures Other years are excluding IFRS 16. For effects of the transition, see
recognized in this report may differ from similar measures used by the 2019 Annual Report.

other companies.

Sales measures

s

(A) Net sales preceding year 8,976 8,217 7,688 7,808 8,115
Acquired/divested net sales for the period - -n -3 - 40
(B) Organic net sales for the period 348 320 231 -125 -210
Effect of changes in exchange rates -240 399 301 5 -137
Restatement of net sales in the US market - 51 - - -
Net sales 7 9,078 8,976 8,217 7,688 7,808
(B/A) Ofgonic growth in sales, % 3.9% 3.9% 3.0% -1.6% -2.6%
Expense measures
amm B o mm o9y AOBD @D G
(A) Selling expenses 1,796 1,849 1,657 1,571 1,392
(B) Administrative expenses 1,258 1,223 1,219 1,136 1,016
_(C) Research and development costs, gross 202 212 201 204 199
(D) Net sales 9,078 8,976 8,217 7,688 v 7,808
(A/D) Selling expenses as a % of net sales 19.8% 20.6% 20.2% 20.4% 17.8%
(B/D) Administrative expenses as a % of net sales 13.9% 13.6% 14.8% 14.8% 13.0%
(C/D) Research and development costs gross as a %
of net sales 2.2% 2.4% 2.5% 2.7% 2.5%
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MULTI-YEAR OVERVIEW

Carnings and margin measures

SEK M

(A) Operating profit (EBIT)

Add-back of amortization and write-down of Intangible ussets
(B) EBITA

Add-back of depreciation and impairment of tangible assets
(C) EBITDA

Exceptional items

Add-back of write-down of restructuring and
integration costs

(D) Adjusted operating profit (EBIT)
(E) Adjusted EBITA

(F) Adjusted EBITDA

(G) Net sales

(A/G) Operating margin, %

(B/G) EBITA margin, %

(C/G) EBITDA margin, %

(D/G) Adjusted operating margin, %
(E/G) Adjusted EBITA margin, %
(F/G) Adjusted EBITDA margin, %
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2020
866
284

1,150
688

1,838

78

943
1,224
1913
9,078
9.5%
12.7%
20.3%
10.4%
13.5%
21.1%

2019
671
292
963

. N2
1,675
53

724
1,016
1,728
8,976
7.5%
10.7%
18.7%
8.1%
11.3%
19.2%

2018
493
305
798
382

1,180
156

-24
649
930

1,312

8,217

6.0%
9.7%

14.4%

7.9%
1.3%
16.0%

2017
281
315
596

400

846
1,246
7,688

3.7%

7.8%

13.0%
8.0%
11.0%

16.2%

2016
781
366
1,147
389
1,536
162

-88
942
.1,221
1,610
7,808
10.0%
14.7%
19.7%
12.2%
15.6%
20.6%



MULTI-YEAR OVFRVIFW

Cash tlow and return measures

Calculation of cash conversion

(A) Cash flow from operations - ' 2267 1252 001 572 919
(B) EBITDA 1,838 1,675 1,180 996 1,536
(A/B) Cach conversion, % 122.3% 74.7% 34.0% S7d4% 39.8%

Calculation of return on shareholders’ equity

(A) Net profit for the year 526 403 296 18 490
Shareholders’ equity at beginning of the period 5,914 5,427 7 5,074 10,650 10,227
Shareholders’ equity at the end of the period 5,630 5,914 5,427 5,074 10,658
(B) Average total shareholders’ equity 5,772 5,671 5,251 7866 10,443
(A/B) Return on total shareholders’ equity, % 9.1% 7.1% 5.6% 1.5% 4.7%

Calculation of return on operating capital

Total assets opening balance 14,422 13,136 12,210 14,713 14,017
Total assets closing balance 13,858 14,422 13,136 12,210 14,713
Average total assets 14,110 - 13,779 12,673 13,462 14,365
Excluding average cash and cash equivalents -817 -812 -817 -1,058 -1,127
kxcluding average other provisions -223 -257 -278 20 -1
Excluding average other non-interest-bearing liabilities -1,692 -1,629 -1,632 -1,867 -1,992
(A) Operating capital 11,408 11,082 ) 9.946 10,317 11,055
Operating profit (EBIT) 866 671 493 281 781
Add-back ot exceptional itemns 7R 7 23 1686 J24 162
(B) EBIT after add-back of exceptional items 943 724 649 605 943
(B/A) Return on operating copital 8.3% 6.5% ‘ 6.5% 5.9% 8.5%
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MULTI-YEAR OVFRVIEW

Capital structure

Calculation of interest-bearing net debt, net debt/equity
. ratio and interest~bearing net debt / Adjusted EBITDA

Financial liabilities  aswr 5,300 5,671 5,221 1,701
Lease liabilities 1,098 1,198 - - -
Provislons for pensions, interest-bearing 37 140 27 61 36
Less financial receivables -83 -73 -107 -8 -1,466
Less cash and cash equivalents -972 -662 -961 -672 -1,446
(A) Interest-bearing (+) net debt/(-) net receivables 7 5,067 5,903 4,630 4,602 -1,175
(R) Sharehalders’ equity 5,630 5914 5,427 5,074 10,658
(L) Adjusted EBITDA 1913 1,728 1,312 1,246 1,610
(A/B) Net debt/equity ratio, multiple 0.9x 1.0x 0.9x 0.9x -0.1x
(A/C) Interest-bearing net debt / Adjusted EBITDA, multiple 2.9x 3.0x 3.5x 3.7x -0.7x

Calrulntinn of interest-coverage ratio

Profivufuer Ml iteins » 702 542 395 179 671
(AY Addition of interest expenses 143 133 105 17 115
Add-back of exceptional items ' 78 53 156 324 155
(B) Profit after financial items plus interest expenses and add-back of

axceptinnal items 922 728 656 620 941
(B/A) Interest-coverage ratio 6.5x 5.5x 6.2x 5.3x 8.2x

Quulily und environmental ecrtifications 2020

Site ArjoHuntleigh AB Suzhou, Poznan, Magog, San Cristobal, Cardiff,
China Poland Canada Dominican UK
Republic
150 9001 X v ox x x x
ISO 13485 X x X x X X
MDSAP 3 X v 3 X
CE (MDD) X x x x X . X »
CE (MDR) x x x x x x
1SO 14001 x x X X x

x - certified plants
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MULTI-YEAR OVERVIEW

Quarterly performance

Quarter 1 Quarter 2

2,500 2,500

2,000 2,000

1500 1500

1,000 1,000
500 500 :

0 | mn BA | 0o =l | 0 _ln_-.-__l.ﬂ_ll_
Profit before tax Cash fiow* Profit before tax Cash flow*
§2020 B2019 2018 W27 W2016 82020 ®W2019 208 2207 W6

Quarter 3 Quarter 4

2,300 2,500

2,000 2,000

L300 1,500

LUUU 1,000
300 500 I

0 _l___L__Iﬂ_-L 0 | B0 - | ﬂ [ ] ]
-500 500
Sales Profit before tax Cash flow* Sates Profit before tax Cash flow"
H2020 82019 2018 B2017 W2016 @2020 B20017 2018 2017 R una
‘From operations.
The Group's 20 largest markets
2020 201y 2018 2017 2016

| @eenrvy e B 9||9RN @B 0| 2 o||ldnd @ olidhow B 8l
USA 2,931 323 1 2,817 3.4 1 2,390 29.2 1 2,242 29.2 1 2.331 29.9 1
UK 1,100 121 2 1,101 12.3 2 1,128 12.9 2 992 129 2 1,116 14.3 2
France 842 9.3 3 828 9.2 3 748 8.8 3 678 8.8 3 645 8.3 3
Canadao 688 7.6 4 708 79 4 625 7.5 5 576 75 5 574 7.3 5
Germany 655 7.2 5 693 77 5 651 79 4 609 79 4 595 7.6 1
Australla 41/ 4.6 6 428 4.8 6 399 5.9 6 455 5.9 4 428 5.5 )
Netherlonds 329 3.6 7 342 3.8 7 323 3.8 7 293 3.8 7 269 34 7
Italy 250 2.7 8 258 29 8 266 3.2 8 247 3.2 8 238 3.0 8
Austria 200 2.2 9 200 2.2 9 197 2.8 9 214 2.8 9 200 2.6 9
Belgium B8 17 10 183 20 1In 186 2.4 10 11 2.4 10 & 23 W
Ireland 153 1.7 1 153 1.7 n 146 1.9 1 143 1.9 1" 132 1.7 12
Switzerland 150 1.6 12 14 1.6 12 123 1.5 12 117 1.5 12 134 1.7 1
Spain 128 1.4 13 53 0.6 21 47 0.6 21 32 0.4 23 32 0.4 22
South Africa 125 1.4 14 92 1mn 14 o] 1.1 11 04 1.1 13 80 1.1 16
India 92 1.0 15 127 1.4 13 n3 1.3 13 103 1.3 13 106 1.4 13
Hong Kong 91 1.0 16 82 0.9 16 87 11 15 31 0.4 24 59 0.8 18
Sweden 79 0.9 17 85 1.0 15 75 0.9 17 78 1.0 16 78 1.0 17
Japan 62 0.7 18 754 0.6 20 36 0.4 23 38 0.5 20 26 0.3 23
New Zealand 57 0.6 19 59 0.7 18 60 0.7 18 56 0.7 19 54 0.7 19
Singapore 54 0.6 20 55 0.6 19 56 0.7 20 68 0.9 17 51 0.7 20

2020 ANNUAI REFPCRT 24




GROUP COMPANIES

Group companies

Head office

Arjo AB

Hans Michelsensgatan 10
SE-211 20 Malmé, Sweden
Tel: +4610 3354500
President: Joacim Lindoff

Australia

Arjo Australia Pty Ltd
4618 Nicholson Road
Canning Vale, 6155
Western Australia

Tel: +618933741M
President: Michael Luxton

Arjo Hospital Equipment Pty Ltd
461B Nicholson Road

Canning Vale, 6155

Western Australia

Tel: +61893374111

President: Michael Luxton

Joyce Healthcare Group Pty Ltd
4618 Nicholson Road

Canning Vale, 6155

Western Australia

Tel: +61893374111

President: iviichael Luxton

Belgium

Arjo Belgium N.V.
Evenbroekveld 16

9420 Erpe-Mere

Tel: +3283607380
President: Marc Tielens

Brazil

Arjo Brasil Equipamentos Médicos Ltda.

Rua Marina Ciufuli Zanfelice, 329
05040-000, Sao Paulo

Tel: +055113588-5088
President: Fernande Hornande?

Denmark

Arjo Danmark A/S
Vassingerodve) b2
DK-3540 Lynge

Tel: +4549138486
Presidént! vegard Oulie

Dominican Republic
Arjo Dominican Republic
PIISA Industrial Park, Haina
91000 San Cristobal

Tel: +8099080055
President: Mikael Persson

France

Arjo France S.A.S.

2 Avenue Alcide de Gasperi
59436 Roncq Cedex

Tel: +33320281313
rresideni: Rub Geraendls
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United Arab Emirates

Arjo Middle East FZ-LLC

Office 908, 9th floor, north tower, HQ Build-
ing Dubai Science Park, Al Barsha South.
P.O.Box. 11488, Dubai

Tel: +9714 874 8053

President: Chander Tahiliani

Hong Kong

Arjo Hong Kong Limited

Unit 408 & 411-414 Manhattan Centre, 8
Kwai Cheong Road, Kwai Chung,

New Territories, Hong Kong

Tel: +85229607600

President: Michael Luxton

India

ArjoHuntleigh Healthcare India Private
Limited

1401, 1410 Remi Commercio, Plot No. 14,
Shah Industrial Estate, Qff Veera Desai
Road, Andheri (W)

Mumbai - 400053

Tel: +91-22-26378300

Rrocidant: Chander Tahiliani

Ireland

Arjo (freland) Limited

PA Huuse Dainastown Industrial Park
Mulhuddart

Dublin 15

Tel: 435318098960

President: Bettina Fitt

Italy

Arjo Italia $pa

Via G.Peroni 400/402
00131 Rome

Tel: +390687426211
President: Marco Salvatore

Japan

Arjo Japan K.K.

9th Floor, Landic Toranomon 2nd Building
3-7-8 Toranomon, Minato-ku, 105-0001
Tokyn

Tel: 181364356401

President: ikuro Yoshizumi

Canada

Arjo Canada Inc

90-350 Matheson Blvd. West
L5R 3R3 Mississauga

Tel; +9052387880

President: Anne Sigouin

ArioHuntleigh Magog Inc
2001 Tauguay

Magog, Quebec, J1IX5Y5
Tel: +8198680441
President: Mikael Persson

China

Arjo (Suzhou) Medical Equipment Trading
Co., Ltd

No. 158 Fangzhou Road, SIP, Suzhou, Jiangsu
215024 Suzhou, Jiangsu

Tel: +86512 6 956 0783

President: Jos Oudakker

Arjo (Suzhou) Co., Ltd
No 158, Fangzhou Road
215024 SIP Suzhou
Tel: +8651262838966
President: Kevin Zhao

Mexico

Arjo México Equipos Médicos S.A.de C.V
Av presidente Masarik 29 Floor 14, Polanco,
Miguel Hidalgo

11560 CDMX

Tel: +52 (55) 79332387

President: Juan Carlos Salcedo Chavez

Netherlands

Arjo Nederland BV
Biezenwei 21

4004 MB TIEL

Tel: +31344640800
President: Marc Tielens

Huntleigh Holdings BV
Biezenweci 21

4004 MB TIEL

Tel: +31344640800
President: Christian Merks

Norway

Arjo Norge AS

Nils Hansensvei 8
0667 Oslo

Tel: +4722080050
President: Vegard Oulie

New Zeuluind

Arjo New Zealand Limited

34 Vestey Drive Mt Wellington, Auckland
1060

PO Box 132262, Sylvia Park

Auckland 1644

Tel: +6495735344

President: Anthony Blyth

Poland

ArjoHuntleigh Polska Sp. z 0.0.

ul. Ks. Piotra Wawrzyniaka 2, 62-052
Komorniki

Tel: +48616621550

President: Barttomiej Kornaszewski

ArjoHuntleigh AB Sp. z 0.0.

ul. Ks. Piotra Wawrzyniaka 2, 62-052
Komorniki

Tel: +461033548888

President: Johan Johannesson

Switzerland

Arjo Switzerland AG
Fabrikstrasse 8

4614 Haegendorf

Tel: +41613379777
President: Andreas Aerni



Singapore

Boxuan Medical Equipment Pte Ltd
31Kaki Bukit Road 3, #05-06/07 Techlink,
Lobby B

Singapore 417818

Tel: +6562027366

President: Craig Roddy

Arjo South East Asia Pte. Ltd.

31 Kaki Bukit Road 3, #05-06/07 Techlink,
Lobby B

Singapore 417818

Tel: +6562027366

President: Michael Luxton

Spain

Arjo Iberia S.L.

1-7, Carrer Cabaynes. Poligono Industrial
Can Salvatella

08210 Barbera del valles (Barcelona)
Tel: +34931315999

President: Mauricio Benito

UK

Huntleigh (SST) Limited

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis LU5 5XF
Tel: +441582745767

President: Khizer Ibrahim

Huntleigh Diagnostics Limited

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis LU5 5XF
Tel: +441582745767

President: Khizer Ibrahim

Huntleigh International Holdings Limited
Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis LU5 5XF
Tel: +441582745767

President: Khizer Ibrahim

Huntleigh Luton Limited

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis LUS5 5XF
Tel: +441582745767

President: Khizer Ibrahim

Huntleigh Properties Limited

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis LU5 5XF
Tel: +441582745767

President: Khizer Ibrahim

Pegasus Limited

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis LUS 5XF
Tel: +441582745767

President: Khizer Ibrahim

1st Calt Mobility Limited

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis, Dunstable
Bedfordshire LUS SXF

Tel: +441279 425648

President: Bettina Fitt

ArjoHuntleigh International Limited

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis, Dunstable
Bedfordshire LUS 5XF

Tel: +441582745577

President: Paul Lyon

Arjo UK Limited

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis, Dunstable
Bedfordshire LUS 5XF

Tel: +441582413104

President: Bettina Fitt

Huntleigh Healthcare Limited

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis, Dunstable
LUS SXF

Tel: +442920485885

President: Peter Cashin

Huntlcigh Technology Limited

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis LUS 5XF
Tel: +441582745767

President: Khizer Ibrahim

Sweden

Arjo 1P Holding AB

Hans Michelsensgatan 10
21120 Malmé

Tel: +46 1033545 00
President: Ingrid Carlsson

Arjo Treasury AB

Hans Michelsensgatan 10
21120 Malmé

Tel: +46 10 335 45 00
President: Joacim Lindoff

Huntleigh Technology Ltd Filial
Hans Michelscnsgatan 10
21120 Malmé

Tel: +46 10 33545 00
President: Joacim Lindoff

Arjo Sverige AB

Hans Michelsensgatan 10
211 20 Malmé

Tel: +4610 494 77 60
President: Vegard Oulie

ArjoHuntleigh AB

Hans Michelsensgatan 10
21120 Malmé

Tel: +46 103354500
President: Joacim Lindoff

ArjoHuntleigh International AB
Hans Michelsensgatan 10
21120 Malms

Tel: +46 10 3354500
President: Victor Nilsson

South Africa

ArjoHuntleigh South Africa Pty Ltd
PO Box 16216

Pretoria North, 0116

Tel: +27125272000

President: Abdullah Ebrahim

Huntleigh Africa Pty Ltd

PO Box 16216

Pretoria North, 0116

Tel: +27125272000
President: Abdullah Ebrahim

Huntleigh Africa Provincial Sales Pty Ltd
PO Box 16216

Pretoria North, 0116

181! +27125272000

President: Abdullah Ebrahim

GROUP COMPANIES

Arjo Africa Exports (Pty) Ltd
PO Box 16216

Pretoria North, 0116

Tel: +27125272000
President: Abdullah Ebrahim

South Koreda

Arjo Korea Co., Ltd

2212, 22F Seoul City Tower, 110 Huam-ro,
Jung-gu

Seoul, 04637

Tel: +8225676501

President: Michael Luxton

Taiwan

Arjo Taiwan Limited

24F, No.333, Sec 1, Keelung Rd, Xinyi Dist,
Taipei City 11012, Taiwan (R.0.C.)

11012 Taipei City

Tel: +227210031

President: Michael Luxton

Czech Republic

Arjo Czech Republic s.r.o.
Na Strzi 1702/65

140 00 Praha 4

Tel: +420225092388
President: Konrad Pianko

Germany

Arjo Deutschland GmbH
Peter-Sander-Strase 10
55252 Mainz-Kastel

Tel: +4961341860
President: Andreas Aerni

Huntleigh Healthcare GmbH
Industriering Ost 66

47906 Kempen

Tel: +49215255111

President: Peter Cashin

USA

Arjo Holding USA, Inc

2349 W, Lake St. Addison, IL 60101
Tel: +18003231245

President. Cluis Dursey

Arjo, Inc.

2349 W. Lake St.
Addison, IL 60101

Tel: +18003231245
Presidcnt: Anne Sigouin

Renu Medical, Inc.
830 80th St SW
Everett, WA, 98203
Tel: 18003231245
Prcsident: Randy Long

Austria

Arjo Austria GmbH
Lemboeckgasse 49A/ 4.0G
1230 VieAna ~

Tel: +43186656

Pracident: Tercton van Steclandl
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DEFINITIONS

Definitions

Financial terms

Operating capital

Average total assets less cash and cash
equivalents, other provisions, accounts
payahle and nther non-interest-bearing
liabilities.

Return on operating capital

Rulilig 12 inoinths’ eperating profit with
add-back uf exceplivnal iteins in relation to
operating capital.

Return on shareholders’ equity
Rolling 12 months’ profit after tax in relation
to average shareholders’ equity.

Cash conversion
Casli {luw from operationc In relatinn ta
EBITDA.

EBIT
Operating profit.

EBITA
QOperating profit before amortization and
write-down of intangible assets.

Adjusted EBITA
EBITA with add-back ot excepuional Iters.

EBITA margin
EBITA in relation to net sales.

Adjusted EBITA margin
Adjusted EBITA in relation to net sales.

EBITDA
Operating profit before amortization, depre-
ciation and write-down,

Adjusted EBITDA
EBITDA with add-back of exceptional items.

EBITDA margin
EBITDA in relation to net sales.

Adjusted EBITDA margin
Adjusted EBITDA in relation to net sales.

Exceptional items
Total of acquisition, restructuring and inte-
gration costs as well as major items.

Net debt/equily ratio
Interest-bearing net debt in relation to
shareholders’ equity.
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Net debt / adjusted EBITDA, multiple
Average net debt in relation to rolling 12
months’ adjusted EBITDA.

Organic change
A finansial changa adjusien tin Lunenwy
fluctuations, acquisitions and divestments.

Eornings per share

Prafit for the period attributable to Parent
Company shareholders in relation to aver-
age numbher of shares.

Interest-coverage ratio

Profit after financial items plus interest
expenses and add-back of exceptional items
in relation to interest expenses. Calculated
based on rolling twelve-month data.

Operating expenses
Selling expenses, administrative expenses
and research and development costs.

Operating margin
Operating profit in relation to net sales.

Eyuity/assets ratie
Shareholders’ equity in relation to total
assetc.

Medical and other terms

Blood clot.

Blood clots are formed when the blood
coagulates, forming a clot that can block
blood vessels and make it difficult for the
blood to flow.

Deep vein thrombosis (DVT).

Deep vein la oinbosis is the mect commann
form of vein thrombosis and means the for-
mation of a blood clulin a deep leg vein.

Cvgonomiss

A science concerned with designing the
job to tit the worker 1o prevent llness and
accldents.

US Food and Urig Adminlistrativn (FDA)
The US authority respansible for protecting
the public health by carrying out regular
inspections of, among other things, medical
devices.

Comprassion therapy

Treatment technique which means that one
uses outer pressure with a certain frequency
and for a certain periad of time to treat and
jirevent vanoue log ulgers.

EU Medical Device Regulation (MDR)
Regulations created by the EU to ensue
better protection for the public health and
patient safety by establishing modernized
and more robust EU legislation.

Mobility
The body's ability to move or actively per-
form a movement.

Prevention
Preventive activity/treatment.

Rehabilitation

Exercises that are designed to optimize the
function and reduce obstacles, with the aim
of regaining maximum function following an
injury or iliness.

SEM sc (sub epidermal moisture)
A hand-held, portable and wireless device
that measures sub-epidermal moisture,
which allows early detection of pressure
injury risk.

Scope1,2,3

According to the international framework

to measure greenhouse gas emissions, the

GHG Protocol, greenhouse gas emissions

are divided into three scopes:

* Scope 1: Direct emissions (such as from
rompany-owned vehicles and oil furnaces)

« Scope 2: Indirect emissions from grid-con-
nected energy consumption (from purchased
electricity, district heating, cooling and steam)

* Scope 3: Other indirect emissions (such as
from purchased transport, goods, material
and services)

Pressure injuries

Sores that occur when blood circulation in
an area is reduce due to continuous pressuré
against the skin, which is often the result of
reduced Mobllity.

Venous and arteriovenous leg uicers

Ulcers on the feet and lower leg that do hot heal
within six weeks due to a lack of blood flow
in the veins or in both the veins and arteries.

Venous thromboembolism (VTE)

A venous thrombosis means a blood clot in
the vein system. Often occurs in deep leg
veins (deep vein thrombosis).

Edema
Swelling due to accumulation of fluid in tissues.



OTHER INFORMATION

Other information

Distribution policy

The printed version of Arjo AB’s Annual Report is distributed only to
shareholders who expressly request a copy. The Annual Report is
also available in its entirety on the Group's website;

www.arjo.com

Reading guide

* | he Arjo Group is referred to as Arjo in the Annual Report.

é higures in parentheses pertain to operations in 2019, unless
otherwise specitied,

* Swedish kronor (SEK) is used throughout.

* Millions of kronor are abbreviated SEK M.

* All tigures pertain to SEK M, unless otherwise specified.

s inférmation provided in the Annual Report concerning markets,
competition and future growth constitutes Arjo's assessment and is
based mainly on a combination of material compiled externally and
internally.

« The totals in the tables and calculations do not always add up due
to rounding differences. Each subtotal corresponds with its original
source, which can lead to rounding differences in the totals.

Annual General Meeting

The Annual General Meeting will be held virtually on April 27, 2021
with the option of postal voting. For further information about the
AWM and registration, see Arjo's website, www.arjo.com.

Nomination Committee

Arjo's interim report for the third quarter of 2020 contained
instructions for shareholders on how to proceed to submit proposals
to Arjo’s Nomination Committee and how to propose motions to be
addressed at the Annual General Meeting.

Dividend
The Board of Directors and CEO propose a dividend for 2020 of SEK
0.85 per share (0.65), an increase of 30.8% compared with last year.
The total dividend thus amounts to approxiialely SEK 232 M (177).
The proposal is justified based on the combination of the Group's
financial position and future development opportunities. The pro-
posed dividend fnr 2020 1s well in line with the target in Arjo's adopt=
ed dividend palicy

Finanrial infarmation
lindated information on, for cxample, the Arju sliare and corporate
gnvernanra is availabla on Arjn’s webaite wvve.an juLuin,

The Annual Repnrt, year-end report and interim reports are pub-
lished in Swedish and English and are available for download at www.
arjo.com. The Annual Report can also be ordered from: Arjo AB, Att:
Informationsavdelningen, Hans Michelsensgatan 10, SE-211 20
Malmad, Sweden. Tel: +46 (0) 10 335 4500.

The following information will be published
for the 2021 fiscal year:

April 27, 2021 Interim repart, . lonnnry-March
April 27, 2021 Annual General Meéeting
July 15, 2021 Interim repart, Janwary-Junc

Qctober 28, 2021
February 3, 2022
April 2022

Interir irepo L, Junuury-September
Year-End Report 2021
2021 Annual Report
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At Arjo; we boliove that empowaoring mavement within healthcare environments is essential to quality care. Our products and solutions are designed to promote a
safe and dignified experience through patient handling, medical beds, personal hygiene, disinfection, diagnostics, and the prevention of pressure injuries and venous
thromboembolism. With over 6,000 people worldwide and 60 years caring for patients and healthcare professionals, we are committed to driving healthier outcomes
for people facing mobility challenges.
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