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APEX STAINLESS HOLDINGS LIMITED

STRATEGIC REPORT
for the year ended 31 December 2020

The directors present their strategic report for the year ended 31 December 2020.

REVIEW OF BUSINESS

Following the company's acquisition by Bufab AB (publ) in November 2015, its activities have reduced significantly
and is in effect a non-trading entity which continues to act as the holding company for its wholly owned trading
subsidiary.

As such, the company does not have a strategy distinct from its trading subsidiary.

PRINCIPAL RISKS AND UNCERTAINTIES

The directors do not consider the company or its trading subsidiary to be exposed to any material adverse risks that are
specific to the nature of its principal activity. However, measures are in place to mitigate the impact of any risks that do
arise in the ordinary course of the company's business such as the risk of fluctuations in foreign exchange rates.

FUTURE DEVELOPMENTS
The company will for the foreseeable future remain as the holding company of its trading subsidiary.

ON BEHALF OF THE BOARD:

D M Vahnter - Director

24 September 2021
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APEX STAINLESS HOLDINGS LIMITED

REPORT OF THE DIRECTORS
for the year ended 31 December 2020

The directors present their report with the financial statements of the company for the year ended 31 December 2020.

PRINCIPAL ACTIVITY
The principal activity of the company in the year under review was that of a holding company.

DIVIDENDS
An interim dividend of 27.7778 per share was paid on 22 December 2020. The directors recommend that no final

dividend be paid.

The total distribution of dividends for the year ended 31 December 2020 will be £2,000,000.

DIRECTORS

The directors during the year under review were:

PR Lower - resigned 22.12.2020
J Rosengren - resigned 1.4.2020

J O Sandberg - appointed 1.4.2020
D M Vahter - appointed 1.10.2020

The directors holding office at 31 December 2020 did not hold any beneficial interest in the issued share capital of the
company at date of appointment or 31 December 2020.

DISCLOSURE IN THE STRATEGIC REPORT
The company's review of business, principal risks and uncertainties and future developments are disclosed within the
strategic report.

-

STATEMENT OF DIRECTORS' RESPONSIBILITIES
The directors are responsible for preparing the Strategic Report, the Report of the Directors and the financial statements
in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law). Under company law the directors must not
approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period. In preparing these financial statements, the directors
are required to: .

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent;

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company will
continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.
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APEX STAINLESS HOLDINGS LIMITED
REPORT OF THE DIRECTORS
for the year ended 31 December 2020

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

So far as the directors are aware, there is no relevant audit information (as defined by Section 418 of the Companies Act
2006) of which the company's auditors are unaware, and each director has taken all the steps that he ought to have taken
as a director in order to make himself aware of any relevant audit information and to establish that the company's
auditors are aware of that information.

ON BEHALF OF THE BOARD:

D M Vahter - Director

24 September 2021

Page 4



REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
APEX STAINLESS HOLDINGS LIMITED

Opinion

We have audited the financial statements of Apex Stainless Holdings Limited (the 'company') for the year ended
31 December 2020 which comprise the Income Statement, Other Comprehensive Income, Balance Sheet, Statement of
Changes in Equity and Notes to the Financial Statements, including a summary of significant accounting policies. The
financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 'The Financial Reporting Standard applicable in the
UK and Republic of Ireland' (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:

- give a true and fair view of the state of the company's affairs as at 31 December 2020 and of its profit for the year
then ended,

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

- have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion .

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the Auditors' responsibilities for the audit of the
financial statements section of our report. We are independent of the company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting in
the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the company's ability to continue as a going concern for a
period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report.

Other information

The directors are responsible for the other information. The other information comprises the information in the Strategic
Report and the Report of the Directors, but does not include the financial statements and our Report of the Auditors
thereon.

Our opinion on the financial statements does not cover the other information and, except to -the extent otherwise
explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or
apparent material misstatements, we are required to determine whether this gives rise to a material misstatement in the
financial statements themselves. If, based on the work we have performed, we conclude 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.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

- the information given in the Strategic Report and the Report of the Directors for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

- the Strategic Report and the Report of the Directors have been prepared in accordance with applicable legal
requirements.
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
APEX STAINLESS HOLDINGS LIMITED

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we have not identified material misstatements in the Strategic Report or the Report of the Directors.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you

if, in our opinion:

- adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

- the financial statements are not in agreement with the accounting records and returns; or

- certain disclosures of directors' remuneration specified by law are not made; or

- we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Statement of Directors' Responsibilities set out on page three, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view, and
for such internal control as the directors determine necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditors' responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue a Report of the Auditors that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
(UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line
with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud.
The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:

The audit process includes an assessment of the entity's risk environment, through enquiry of and discussion with
management, including an assessment of any key laws and regulations with which the company must comply in the
ordinary course of its business.

Additionally, the overall risks of irregular transactions occurring are assessed following our observations and
confirmation of the design and implementation of management's controls. Whilst we are mindful of these risks, our audit
focus is geared towards the risk of material misstatement in the financial statements as a whole.

As such, our procedures cannot guarantee that all transactions have been fully compliant with all relevant laws and
regulations, including those regulations relating to fraud, as our procedures are not designed to detect all instances of
non-compliance. By definition, the risk of our detection of non-compliance is greater where compliance with a law or
regulation is removed from the events and transactions reflected in the financial statements. The risk is also greater
regarding irregularities due to fraud rather than error, as fraud involves intentional concealment, forgery, collusion,
omission or misrepresentation.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our Report of the Auditors.
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
APEX STAINLESS HOLDINGS LIMITED

Use of our report

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company's members those
matters we are required to state to them in a Report of the Auditors and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company's
members as a body, for our audit work, for this report, or for the opinions we have formed.

%d—rn/)h /g-e‘/{" < Owar /m\

Wayne Gutteridge ACA (Senior Statutory Auditor)
for and on behalf of Harrison Beale & Owen Limited
Chartered Accountants and Statutory Auditors

Seven Stars House

1 Wheler Road

Coventry ~

CV34LB

24 September 2021
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APEX STAINLESS HOLDINGS LIMITED

INCOME STATEMENT
for the year ended 31 December 2020
2020 2019
Notes £ £ £ £

TURNOVER - -
Administrative expenses 30 31
OPERATING LOSS 4 30) . (31)
Income from shares in group undertakings 2,000,000 2,000,000
Interest receivable and similar income 641 659

2,000,641 —_— 2,000,659
PROFIT BEFORE TAXATION 2,000,611 2,000,628
Tax on profit 5 116 119
PROFIT FOR THE FINANCIAL YEAR 2,000,495 2,000,509

The notes form part of these financial statements
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PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME

APEX STAINLESS HOLDINGS LIMITED

OTHER COMPREHENSIVE INCOME
for the year ended 31 December 2020

2020
Notes 4

2,000,495

TOTAL COMPREHENSIVE INCOME

FOR THE YEAR

2,000,495

The notes form part of these financial statements
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APEX STAINLESS HOLDINGS LIMITED

BALANCE SHEET
31 December 2020
2020 2019
Notes £ £ £ £

FIXED ASSETS
Investments . 7 19,146,600 19,146,600
CURRENT ASSETS
Cash at bank ’ 76,324 75,832
CREDITORS
Amounts falling due within one year 8 116 119
NET CURRENT ASSETS ' 76,208 75,713
TOTAL ASSETS LESS CURRENT
LIABILITIES ’ 19,222,808 19,222,313
CAPITAL AND RESERVES
Called up share capital 9 72,000 72,000
Other reserves 10 5,688,000 ' 5,688,000
Retained earnings 10 13,462,808 13,462,313

SHAREHOLDERS' FUNDS 19,222,808 19,222,313

The financial statements were approved by the Board of Directors and authorised for issue on 24 September 2021 and
were signed on its behalf by:

D M Vattfer - Director

The notes form part of these financial statements
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Balance at 1 January 2019

Changes in equity
Dividends
Total comprehensive income

Balance at 31 December 2019
Changes in equity
Dividends

Total comprehensive income

Balance at 31 December 2020

APEX STAINLESS HOLDINGS LIMITED

STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2020

Called up
share Retained Other Total
capital earnings reserves equity
£ £ £ £
72,000 13,461,804 5,688,000 19,221,804
- (2,000,000 ) - (2,000,000)
- 2,000,509 - 2,000,509
72,000 13,462,313 5,688,000 19,222,313
- (2,000,000 ) - (2,000,000 )
- 2,000,495 - 2,000,495
72,000 13,462,808 5,688,000 19,222,808

The notes form part of these financial statements
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APEX STAINLESS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2020

STATUTORY INFORMATION

Apex Stainless Holdings Limited is a private company, limited by shares, registered in England and Wales. The
company's registered number and registered office address can be found on the Company Information page.

ACCOUNTING POLICIES

Basis of preparing the financial statements

These financial statements have been prepared in accordance with Financial Reporting Standard 102 "The
Financial Reporting Standard applicable in the UK and Republic of Ireland" and the Companies Act 2006. The
financial statements have been prepared under the historical cost convention.

The principal accounting policies adopted in the preparation of the financial statements are set out below and
have remained unchanged from the previous year.

Financial Reporting Standard 102 - reduced disclosure exemptions
The company has taken advantage of the following disclosure exemptions in preparing these financial statements,
as permitted by FRS 102 "The Financial Reporting Standard applicable in the UK and Republic of Ireland":

«  the requirements of Section 7 Statement of Cash Flows;
» the requirement of paragraph 33.7.

Preparation of consolidated financial statements

The financial statements contain information about Apex Stainless Holdings Limited as an individual company
and do not contain consolidated financial information as the parent of a group. The company is exempt under
Section 400 of the Companies Act 2006 from the requirements to prepare consolidated financial statements as it
and its subsidiary undertaking are included by full consolidation in the consolidated financial statements of its
parent, Bufab AB (publ), Box 2266, SE-331 02, Vamano, Sweden.

Investments in subsidiaries
Investments in.subsidiaries are stated at cost less provisions for diminution in value.

Taxation
Taxation for the year comprises current and deferred tax. Tax is recognised in the Income Statement, except to
the extent that it relates to items recognised in other comprehensive income or directly in equity.

Current or deferred taxation assets and liabilities are not discounted.

Current tax is recognised at the amount of tax payable using the tax rates and laws that have been enacted or
substantively enacted by the balance sheet date.

Deferred tax
Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance
sheet date.

Timing differences arise from the inclusion of income and expenses in tax assessments in periods different from
those in which they are recognised in financial statements. Deferred tax is measured using tax rates and laws that
have been enacted or substantively enacted by the year end and that are expected to apply to the reversal of the
timing difference.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that it is probable that they
will be recovered against the reversal of deferred tax liabilities or other future taxable profits.

Page 12 continued...
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APEX STAINLESS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
for the year ended 31 December 2020

ACCOUNTING POLICIES - continued
Financial instruments
Loans and borrowings are initially recognised at the transaction price including transaction costs. Subsequently,

they are measured at amortised cost using the effective interest rate method, less impairment.

Debtors and creditors with no stated interest rate and receivable or payable within one year are recorded at
transaction price. Any losses arising from impairment are recognised in the income statement.

Interest receivable
Interest income is recognised using the effective interest method.

EMPLOYEES AND DIRECTORS

There were no staff costs for the year ended 31 December 2020 nor for the year ended 31 December 2019.

2020 2019
£ £
Directors' remuneration - -
" OPERATING LOSS
The operating loss is stated after charging:
2020 2019
£ £
Auditor's remuneration 1,000 1,000

Auditor's remuneration relating to the company is charged to and settled by the company's subsidiary
undertaking, Apex Stainless Fasteners Limited.

TAXATION

Analysis of the tax charge
The tax charge on the profit for the year was as follows:

2020 2019
£ £
Current tax:
UK corporation tax 116 119
Tax on profit 116 119

UK corporation tax has been charged at 19% (2019 - 19%).

Page 13 continued...



APEX STAINLESS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
for the year ended 31 December 2020

TAXATION - continued

Reconciliation of total tax charge included in profit and loss
The tax assessed for the year is lower than the standard rate of corporation tax in the UK. The difference is

explained below:

Profit before tax

Profit multiplied by the standard rate of corporation tax in the UK of 19%

(2019 - 19%)

Effects of:
Income not taxable for tax purposes

Total tax charge

During the year the UK corporation tax rate remained at 19%.

DIVIDENDS

Ordinary shares of £1 each
Interim

FIXED ASSET INVESTMENTS

COST
At 1 January 2020
and 31 December 2020

NET BOOK VALUE
At 31 December 2020

At 31 December 2019

2020 2019
£ £
2,000,611 2,000,628
380,116 380,119
(380,000) (380,000)
116 119
2020 2019
£ £
2,000,000 2,000,000
Shares in
group
undertakings
£
19,146,600
19,146,600
19,146,600

The company's investments at the Balance Sheet date in the share capital of companies include the following:

Apex Stainless Fasteners Limited

Registered office: England and Wales

Nature of business: stockholders and distributors of fasteners

Class of shares:
Ordinary

Aggregate capital and reserves
Profit for the year

%

holding
100.00
2020 2019
£ £
23,699,099 22,364,878
3,334,221 2,971,253
Page 14 continued...



10.

APEX STAINLESS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
for the year ended 31 December 2020

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

2020 2019
£ £
Tax 116 119
CALLED UP SHARE CAPITAL
Allotted, issued and fully paid:
Number: Class: Nominal 2020 2019
value: £ £
72,000 Ordinary £1 72,000 72,000

All ordinary shares rank pari passu with respect to voting rights, the rights to distribution of dividends and the
repayment of capital.

RESERVES

Retained Other

earnings reserves Totals

£ £ £

At | January 2020 13,462,313 5,688,000 19,150,313
Profit for the year 2,000,495 2,000,495
Dividends (2,000,000) (2,000,000)
At 31 December 2020 13,462,808 5,688,000 19,150,808

Retained earnings
This reserve represents all current and prior year retained profits and losses.

Other reserves
Other reserves represent the creation of a merger relief reserve in line with the provisions of the Companies Act
2006 section 612, following the company's acquisition of Apex Stainless Fasteners Limited.

ULTIMATE PARENT COMPANY

Bufab AB (Publ) (incorporated in Sweden) is regarded by the directors as being the company's ultimate parent
company.

The company's immediate parent is Bult Finnveden AB, a company incorporated in Sweden.

Bufab AB (publ) is the largest group financial statements that consolidate this company. These group accounts
are available to the public from:-

Box 2266,

SE-331 02,

Vamamo,

Sweden.

Bufab AB (publ) was listed on the NASDAQ Nordic stock exchange in February 2014.
CONTINGENT LIABILITIES

There is an omnibus guarantee and set off agreement dated 17 June 2014 given by the company and Apex
Stainless Fasteners Limited.

Page 15 continued...
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APEX STAINLESS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
for the year ended 31 December 2020

RELATED PARTY DISCLOSURES

Key management are considered to be the directors, whose remuneration is disclosed in the preceding notes to
these financial statements.

CONTROLLING INTERESTS

The controlling party is Bufab AB (publ).

Page 16
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THE YEAR IN BRIEF

The year in brief

» Net sales increased by 9 percent to SEK 4,756 million
(4,348), of which 5 percent was organic

» Operating profit (EBITA) amounted to SEK 482 million
(384), corresponding to a margin of 10.1 percent (8.8)

» Earnings per share amounted to SEK 8.04 (6.75)
» Operating cash flow increased to SEK 540 million (351)

» Overall, Bufab achieved all-time high sales and operating
profit, earnings per share and cahs flow in 2020

Net sales Operating profit (EBITA), % Operating cash flow
-+ % % SEK
9 |
Key figures
SEK million I 77 2020 2019 Change, %
Net sales ] 4,756 | 4,348 9
Gross profit ] 1,252 | 1,183 6
% | 26.3 | 27.2
Operating expenses | -7171] -799 -4
% ! ~16.2 | -18.4
Operating profit (EBITA) | 482 { 384 26
% N | 10.1 | 8.8
Operating profit I 452 | 368 23
% | 9.5 8.5
Profit after tax i 299 253 18
Earnings per share, SEK | 8.04 | 6.75 19
Dividend per share, SEK [ 275 | -
Operating cash flow | 540 | 351 54

Bufab Annual Report 2020 | 1



THIS IS BUFAB

This is Bufab

Bufab is a trading company that offers its customers
a full-service solution for sourcing, quality control
and logistics for C-Parts.

13,000

Bufab's customer base is
diversified and comprises
approximately 13,000 cus-
tomers in numerous differ-
entindustries.

2 | BufabAnnual Report 2020

A global supply chain partner

Bufab has built up a global network of suppliers
and sources a total of 150,000 unique parts, mainly
from Asia and Europe.

Bufab secures the quality, making sure the cus-
tomers get the parts on time, in the right quantity
and in accordance with the relevant ethical and en-
vironmental standards. Alongside its trading activi-
ties, Bufab also manufactures particularly techni-
cally demanding C-Parts in Sweden and in the UK.

Global Over 150,000 C-Parts

supplier
network

In-house
production

C-Parts a major challenge for customers

The manutacturing industry classifies components
as A Parts, B Parts and C-Parts. C-Parts are the least
strategically important components, and make up a
relatively small portion of the customer’s direct
component costs. However, due to high volumes
and the sheer number of suppliers, the indirect costs

Bufab’s customer base is diversified and com-
prises approximately 13,000 customers in numer-
ous different industries. These customers are also
diversified geographically, with locations in the
Nordic countries, rest of Europe, Asia and the US.
The customers also vary in size, and consequently
their sourcing behaviours and needs vary as well.
Bufab therefore offers both flexible solutions at the
local level, and global solutions to national and in-
ternational customers.

Lower total cost
Secured quality
Reliable delivery
Less complexity
Saved time
Increased sustainability

@

Customer
satisfaction

associated with C-Parts are often high in relation to
direct costs. The costs of potential deficiencies in
C-Parts quality and delivery precision can also be
significant. Bufab’s offer to customers is a full-ser-
vice integrated solution for sourcing, design, logis-
tics and management, warehousing and quality as-
surance of C-Parts.




THIS IS BUFAB

Bufab as an investment

Strong offering creates value for Bufab’s
customers

C-Parts have low direct costs but high indirect
costs, and are demanding to handle professionally.
Through Bufab’s Global Parts Productivity™ offer-
ing, our customers can usually expect total cost
savings, often by 15-20 percent, while achieving
higher quality and delivery reliability. Thanks to
Bufab’s global presence and efficient processes,
customers can achieve better results while using
less resources

Global trend drives organic growth

Switching from managing C-Parts on a proprietary
basis to a Supply Chain Partner such as Bufab of-
fers many advantages. It also provides the basis for
greater sustainability across the supply chain. Glob-
ally, an increasing number of industrial companies
are seeing the benefits of this. Bufab therefore sees
strong potential for organic growth.

Robust business model - operating profit
every year for 40 years
As a trading company, Bufab has a limited need for

capital-intensive equipment and machinery. Low
capital expenditure means that our fixed costs, pri-
marily salaries and rent, can be adapted to demand.
Our business is spread over thousands of customers
and suppliers in many industries and geographic re-
gions, which limits our dependence on individual
customers. Bufab has reported an operating profit
each year for almost 45 years, and has financed all
growth using its own cash flow.

International leader in fragmented market.
Consolidation through value-creating acquisitions
Bufab is one of the few leading players in a highly
fragmented market. In each of our 28 countries, we
are a strong local partner, while serving internation-
al customers on several continents. This is becom-
ing increasingly important for customers. Our posi-
tion makes it possible to acquire smaller players
that have growth synergies with Bufab. In six years,
we have completed nine acquisitions with total
sales of SEK 1,900 million. In this way, we have
expanded our presence in new industries, product
segments and geographic regions and have become
even more relevant for our customers.

Bufab has reported
an operating profit
each year for almost
45 years, and has
financed all growth
using its own cash
flow.

Bufab Annual Report 2020 | 3



MESSAGE FROM THE CEO

Working toward leadership
despite challenging year

Entrepreneurship. Agility and speed. Hard work and loyalty of employees.
All of this helped Bufab to end 2020 in a strong position, despite the tough
challenges and the uncertainty caused by the pandemic. In actual fact,
2020 was one of our most successful years ever. This enabled us to take
another important step toward leadership in our industry.

4 | BufabAnnual Report 2020

As the pandemic spread around the world during
the spring of 2020, our most important goal was to
protect our employees and their health. Our subsid-
iaries in China and the rest of Asia were first to ex-
perience the dramatic impact of the coronavirus.
Thanks to their experiences, we were able to rapid-
ly put the right measures in place throughout the
Group. At the same time as we ensured the safety
of our employees, we implemented a series of mea-
sures to protect our customers from the disruptions
in global supply chains. It took speed, agility and
entrepreneurship from our employees to meet the
customers’ fluctuating needs.

We also adapted staffing and cost levels to an en-
tirely new demand scenario and intensified our al-
ready started efficiency programme to SEK 100
million. The programme reached its target at year-
end. During the autumn, we worked to restore the
profitable growth seen in the Group over a number
of years. This work included a major competency
development drive in the sales team and additional
investments in our customer offering. As a result of
the measures, Bufab could — for the sixth consecu-
tive year — report a new record in sales and operat-
ing profit, combined with strong cash flow. The
most important performance measures include
growth of 9 percent, an improved operating margin
of 10 percent and an increase in profit after tax of
19 percent. The greatly strengthened balance sheet
also creates scope for further investments and ac-
quisitions.

Good growth potential

Supplying C-parts is in many ways a challenging
business. We have thousands of customers and sup-
pliers worldwide, and we manage billions of com-
ponents every year. Our goal is to be leader in the

field. This implies that we will become the pre-
ferred choice for customers, as we offer the best
and most sustainable solutions. But this also means
we must be the most attractive employer in our in-
dustry. .

We have invested a great deal of time and effort in
developing relationships with our key customers.
Many of them suffered major difficulties with the
supply of components in 2020 and therefore have
become even more motivated to simplify and secure
their supply chains. This strengthens Bufab’s posi-
tion, as simplicity and security are just what we of-
fer. One of the challenges in 2020 was assessing
suppliers when travel restrictions were in place.
This meant the services we can offer through our lo-
cal presence in many supplier markets were seen as
even more valuable for our customers. During the
year, we continued to assess and assist suppliers in
their improvement efforts, despite often challenging
and difficult conditions.

Bufab’s market share has steadily increased over
the past eight years and we want to continue grow-
ing. The goal is for 10 percent annual growth, or-
ganically and through acquisitions, in order to con-
tribute to owners, employees, society, suppliers and
customers. Growth is important for economic rea-
sons. But it also creates international reach and a
broad offering, which is increasingly important as
customers consolidate their component deliveries
to the leading global suppliers.

New ambitious strategy

One effect of the dramatic events of 2020 was that

we assessed our position and subsequently set a

new, more ambitious strategy for the next few years.
The strategy is simple but still ambitious and fo-

cuses on four areas “Grow!”, “Improve”, “Invest”




and “Acquire”. As previously, our main focus is
growth. We want to continue increasing our market
shares every year, through both existing and new
customers. We also intend to capitalize on our in-
vestments in processes and digital tools in recent
years to further improve Bufab’s productivity and
margin. Growth and improved profitability ofter
scope for further investments, and this creates a
virtuous circle.

Acquisitions are also a key part of our new strate-
gy. During 2020, we worked to integrate and realise
growth synergies from the two major acquisitions
completed in the second haif of 2019. Thisis a
long-term effort. But the companies have already
developed well organically and made a strong con-
tribution to our growth and profitability. At the
same time, we are continuing our work to assess
potential new acquisition candidates.

You can read more about each part of the strategy
on page 7 of this report. During the autumn of 2020,
concrete plans were drawn up for how we can im-
plement it in each business unit and subsidiary, and
this work has already begun.

Sustainability as an integral part

of the strategy and in daily work

It is important to our customers, employees and
owners that we grow in a responsible and sustain-
able manner. This enables us to contribute towards
making the entire industry more sustainable: by
making demands on our suppliers and by setting a
good example. Sustainability is also an increasingly
important part of our customer offering. According-
ly, sustainability is a central part of the new strate-
gy. Itis even used in the strategy’s name: “Sustain-
able leadership™. A first, and tangible sign of the
new level of ambition was Bufab’s decision in

February 2021 to sign the UN-backed Science
Based Targets initiative. As a result, we undertake
to achieve significant reductions in greenhouse gas-
es throughout our value chain to contribute towards
the goal in the Paris Agreement to limit global
warming to 1.5°C. Tt will not be easy, but we are
convinced that we can achieve this through close
collaboration with our customers and suppliers. We
describe this in more detail in our Sustainability
Report together with other parts of our sustainabili-
ty agenda.

Continued positive development opportunities
2021 is also looking to be a tough year and there is
a great deal of uncertainty. But we can see that the
favourable growth at the end of 2020 has continued
at the start of the new year. Thanks to the experi-
ences from 2020, our strong earnings trend and sta-
ble customer relationships, and the work that is
now underway, I am convinced that Bufab will con-
tinue to report a healthy development.

T want to end by thanking all of Bufab’s 1,300
employees — our “Solutionists” — for their outstand-
ing efforts during 2020.

Jorgen Rosengren
President and CEO

MESSAGE FROM THE CEO
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STRATEGY

Strategy for Sustainable
Leadership

We have achieved successful growth over decades based on
our insistence to always put quality and customers first.
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Sustainable
Leadership

Over the past years, we have strengthened our cus-
tomer relationships and developed a market leading
C-Parts supply chain management, improved our
processes, systems and productivity, digitally inte-
grated with customers and suppliers, built a stron-
ger supplier base, developed our team, and made
many good acquisitions. Four years ago, we set up
a vision to be the leading player in the industry.
Now it’s time to increase the ambition even further.
Our new strategy is called Sustainable Leadership.

Sustainable Leadership

In 2020, we took substantial steps forward towards
this goal. Despite the pandemic, we increased our
market share and strengthened our customer rela-
tions. We worked under difficult conditions on im-
proving our supplier base and our internal process-
es and systems. But we also looked to the future by

developing a new strategy and roadmap. The new
plan means an increased ambition level in many
areas. It also means integrating sustainability into
the company’s day-to-day business. And finally, it
means that once we attain a leadership position, we
intend to keep it. Hence the strategy’s new name:
Sustainable Leadership.

We need to continue to Grow, Improve, Invest
and Acquire. The growth generates good returns,
but is also strategically important for the develop-
ment of our customer base and offering. Our invest-
ments the past years into productivity, digitization,
a stronger team and our supplier base also makes it
possible to improve our business, which was also
evident in the results achieved in 2020. Growth and
improvement together create room for us to invest,
which in turn allows more growth and improve-
ment. And finally, we can continue to drive the con-
solidation of our industry by making more win-win
acquisitions that can contribute further to our
growth, our financial result, and our strategic posi-
tion.

Each of these areas is dealt with on next page.




+10"%

growth

+ Significanily above market
« Increased hitrate

« Strongest team

» Worldeading offering

+ Fast & Flexible and
Global Best Practica.

tnvest in Build Implement
Productivity Customer Snles
Solutlons Excellence

Partnerships

Grow

Our ambition is to be the preferred partner of all customers. We have consis-
tently grown our share — both regarding market and most customers — over
the past eight years.

Gaing forward, we aim to continue rapid profitable growth. As in the past,
we intend to invest in better productivity solutions for our customers. During
2020, we took a new look at our entire offering and how we communicate it.
But we also made investment plans for developing the offering going for-
ward. A leading offering, combined with excellent sales people and account
teams, are critical to building lasting, growth-generating customer partner-
ships. That's why we've also restarted investment in our sales force — despite
the pandemic constraints — in the “sales excellence” program. We will contin-
ue these and other investments with the goal to build the industry’s best team
of Solutionists.

STRATEGY

12%

EBITA-margin

Improve

+ Improved productivity

» Shorter lead times

Productivity Partnerships Centers
& &

of
Precision Consolidation Excellence

Improve

Over the past several years, we have strengthened our capabilities in many
areas. As one example, we have dramatically improved the level of digital
integration with our customers and suppliers. The results of these investment
were clearly visible in 2020, when we were able to leverage them for increased
productivity and an improved margin and profit despite lower demand and
challenging external circumstances.

This gives us confidence to continue on the same path. Customers demand
continuous improvement. We will meet these demands going forward by an
increased focus on widening our margin — decreasing cost, increasing produc-
tivity, but also ensuring that we get paid for the value we deliver. We will im-
prove both precision and productivity on the strength of our new tools and
processes. We will continue the work in each business unit to build stronger
supplier partnerships, and to reward our best partners with consolidation of
more business to them. And finally, we will continue developing the skilt bases
organized around our centers of excellence already existing in core business
units, and start creating such centers in more places around the world.

Global industry
Leadership

World's Bast
« Suppiier Partners
o

* Operational Performance

Invest

Achieving Sustainable Leadership requires continuous investment in the
business. We have continued to invest — in good times and in bad — and
intend to keep investing going forward.
Important investment areas recently include IT infrastructure, develop-
ment of digital tools and processes, the Bufab Best Practice, and a Global
Sourcing organization including new sourcing offices. Important investment
areas going forward include:
+ Productivity Solutions
« People — Academy, Personal development, Values, Organization,
People Best Practice

» Platform — Best Practice and Performance Management to integrate
sustainability in day-to-day operations. Also digitization of our processed
to improve precision, productivity and the value to our partners

« Partnerships — with the best suppliers and the most demanding

customers

The aim is that these investments will help bring Bufab to a position of
Sustainable Leadership.

10%

growth

L Pully Growth
integration
Acquire

We have acquired more than 50 companies since 1978 and see further
acquisitions as an important way of growing, while also strengthening our
offering and skills. By increasing our global presence, we can serve custom-
ers better and in more markets. Our most recent acquisitions are the North
American company American Bolt and Screw and the Danish company

HT BENDIX A/S, each with annual sales of about SEK 500 million. Both
these companies give us access to important new growth opportunities,

and strengthen our product offering, our skill set, and our supplier base.

Our new Sustainable Leadership strategy includes a continued focus on
acquisitions. As we grow, we need to make more and larger acquisitions. All
business units are tasked with identifying a pipeline for potential acquisition
candidates. These candidates should be well run, provide growth synergies,
and be open for a win-win deal.

Stronger Buiab

* Mora niarkets

« More products

« Mora customers
* More Solutonists
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STRATEGY

Acquisitions are a part
of our business model

Bufab has extensive experience of company acquistions. Itis a
natural part of our business model. We search for attractive acqui-

sition candidates that can contribute growth synergies, customer

.relationships, a stronger supplier base and expertise.

Acquisitions since 2014

1,900:

Net Sales

Over the past 40 years, Bufab has made over 50 ac-
quisitions and in the last six years completed nine
acquisitions with a total turnover of SEK 1,900 mil-
lion. Thanks to this, we have increased our pres-
ence in new industries, product segments and geo-
graphic markets and become even more relevant to
our customers.

The vast majority of our acquisitions have per-
formed very well since they became part of Bufab,
and have contributed greatly to our strong earnings
development. This is because we are very selective
when acquiring new companies and acquire exclu-
sively well-managed and profitable companies. We
apply a “Pull Integration”-strategy which in short
means that we allow the acquired company, at their
own pace, to decide which benefits they wish to
pull from Bufab. This could, for example, be a cus-
tomer or a number of suppliers it wants access to, or
aregion where it wants to expand. By using this

Acquisitions 2014-2020

strategy instead of pushing through a rigid integra-
tion plan, we are building a common future where
the acquired companies’ own responsibilities, com-
petence and entrepreneurship are at the center.

In 2019, we completed two major strategic acqui-
sitions. HT Bendix A/S with particularly strong ex-
pertise in the furniture and interior design market,
which is an important complement to our business
in the Nordic region and American Bolt & Screw,
which strengthens our offering to global customers,
and gives us a stronger platform for continued ex-
pansion in North America. Both of these acquisi-
tions have involved growth synergies in the form of
new and broadened customer relationships, inter-
esting suppliers and expertise.

In 2020, we have significantly strengthened our
financial position and are well equipped to continue
our growth journey by adding further acquisitions.

Date Net Sales (SEKm) Employees
American Bolt & Screw Corp November 2019 500 80
HT BENDIXA/S July 2019 © 500° ’ 80
Rudhaéll industri AB October 2018 210 : 76
Kian Soon Mechanical Components Pte. Ltd December 2017 105 64
Thunderbolts Group Limited May 2017 32 19
Montrose Holdings Ltd December 2016 80 " 51
Magnetfabriken AB March 2016 20 o 6
Apex Stainless Holdings Ltd November 2015 300 110
Flos BV February 2015 160 52
Total 1,907
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BOARD OF DIRECTORS' REPORT

Board of Directors’ Report

The Board of Directors and CEO of Bufab AB (publ) (Bufab), Corporate
Registration Number 556685-6240, hereby submits its annual report

and consolidated accounts for the 2020 financial year.

The business

Bufab is a trading company that offers its customers
a full-service solution as a Supply Chain Partner for
sourcing, quality control and logistics for C-Parts.
Bufab’s customers are found in the manufactur-

ing industry, in which components generally are
classified as A Parts, B Parts and C-Parts. C-Parts
are the least strategically important components,
and they make up a relatively small portion of the
customer’s direct component costs. C-Parts have
arelatively low value, both per component and in
total, in combination with high volumes and a large
number of suppliers. This means the indirect costs
associated with C-Parts management are often high
in relation to the direct costs. The costs of poten-
tial deficiencies in C-Parts quality and delivery
precision can also be significant. Bufab’s customer
offering, Global Parts Productivity™, is an inte-
grated full-service solution for sourcing, design,
logistics and management, warehousing and quality
assurance of C-Parts. For the customer, this means
more efficient handling, thus reducing the custom-
er’s total costs.

Bufab was founded in 1977 in Sméland, Sweden
and through organic growth and acquisitions, it
has grown into a multinational corporation. Today,
the Group has a total of 42 operating companies
with activities in 28 countries, primarily in Europe
but also in the US and Asia, together with exports
to additional countries. Alongside its trading
activities, the Group also manufactures C-Parts in
Sweden and in the UK. Bufab’s in-house manufac-
turing accounts for about 6 percent of total sales
and constitutes a strong complement to its trading
activities.

Bufab’s customer base is diversified and com-
prises approximately 13,000 customers in numer-
ous different industries. These customers are also
diversified geographically, with locations in the
Nordic countries, the rest of Europe, Asia and the
US. Bufab’s customers vary in size, and conse-
quently their sourcing behaviours and needs vary as
well. Butab therefore offers both flexible solutions
at the local level, and global solutions to national
and international customers.

Bufab has built up a global network of suppliers
and sources a total of 150,000 unique parts from
mainly Asia and Europe which are stocked in
about thirty own warehouses around the world.
The proportion of specialised fasteners is rising
at the expense of standardised fasteners and today
accounts for more than half of Bufab’s sales.

The head office is located in Virnamo, Sweden,
and at year-end 2020, Bufab had approximately
1,300 employees around the world. The Bufab
share has been listed on Nasdaq Stockholm since
21 February 2014.

Significant events during the financial year

The coronavirus pandemic

Bufab’s operations were highly affected by the
coronavirus pandemic during the year. China and
Southeast Asia were already affected in January

by the restrictions implemented following the out-
break of the pandemic. The Group’s subsidiaries in
Asia rapidly prepared an action plan to enable them
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to conduct operations safely and efficiently despite
the pandemic. These experiences meant that the
Group was well-equipped when the virus subse-
quently spread to Europe and North America. Three
main goals were established already during the first
quarter: to protect employees, the Group’s custom-
ers and Bufab from the effects of the pandemic. All
subsidiaries adopted the goals and implemented the
required measures.

These efforts had a good impact. We avoided
extensive spread of infection at our workplaces
during the year. Stable deliveries with good quality
to our thousands of customers throughout the world
were maintained. This was achieved despite the
major disruptions to global supply chains, predomi-
nantly during the spring. During the second quarter,
the pandemic forced many of Bufab’s customers to
reduce their production, which led to strongly nega-
tive organic growth. To address this, the Group rap-
idly introduced comprehensive short-time working
and other cost-saving measures in all subsidiaries.

During the third and fourth quarters, firsta
gradual and then a strong recovery in demand was
noted in all segments. Combined with an improved
gross margin and reduced costs, the recovery led to
a strong increase in operating profit and operating
margin in the second half of the year. The cost level
is deserving of particular comment. The savings
programme, which was expanded during the year to
SEK 100 million, has produced tavourable results.
Overall, the Group delivered a strong organic
growth (10%) at the end of the year despite a sig-
nificant reduction in the number of employees. This
was the result of systematic work on efficiency and
investments in digitalisation, as part of the Group’s
Leadership strategy, which accelerated during the
year. Moreover, all business units displayed highly
effective cost control. This resulted in major cost
savings during the year.

New segment structure

As of 1 January 2020, the former two operating
segments of International and Sweden were
replaced by four new: North, West, East and UK/
North America. In turn, the segments are organised
into ten business units. As a result of this change,
Jorn Maurer joined Group management with
responsibility for segment West. The purpose of
the reorganisation was to achieve a clearer focus
on the Group’s international breadth and growth
opportunities, and to increase focus on operational
improvements in each subsidiary.
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Order intake and net sales

Order intake amounted to SEK 4,827 million
(4,354) and was in line with net sales. Net sales
rose by 9 percent to SEK 4,756 million (4,348).
Organic growth was —5 percent, mainly as a
result of the effects of the coronavirus pandemic
on demand during the second quarter. However,
towards the end of the year a strong organic growth
was noted.The market share is deemed to have
increased somewhat.

Profit and profitability

Gross margin declined to 26.3 percent (27.2). This
decline was essentially attributable to the second
quarter and was due to lower volumes in the manu-
facturing companies and a weaker business mix in
segment West. '

However, operating expenses as a share of net
sales declined sharply to 16.2 percent (18.4), which
was attributable to the cost savings programme and
good flexibility and cost control during the most
recent three quarters.

In total, operating profit (EBITA) rose to SEK
482 million (384), equal to an operating margin of
10.1 percent (8.8). Operating profit was the highest
ever for Bufab, for the sixth consecutive year. Earn-
ings per share amounted to SEK 8.04 (6.75).

Compared with the preceding year, exchange-
rate fluctuations impacted operating profit nega-
tively by SEK —21 million, volumes negatively by
SEK -73 million, cost savings and the price/mix/

BOARD OF DIRECTORS’ REPORT

other positively by SEK +106 million and acquisi-
tions positively by SEK +86 million.

Operating profit was impacted positively by
adjustments of contingent additional purchase
considerations of SEK +15 million, negatively by
restructuring costs of SEK —20 million, and pos-
itively by subsidies for short-time work and such
measures of SEK +27 million.

Cost savings programme

During the second quarter, the Group expanded

its existing cost savings programme from SEK 40
million to SEK 100 million, on a full-year basis
relative to 2019. The programme has been fully im-
plemented. The implementation generated restruc-
turing costs of approximately SEK 20 million in
the second half of 2020. The savings were achieved
through increased efficiency, general cost savings
and natural attrition, and will extend across all of
the Group’s segments. A small number of layoffs
were required in certain subsidiaries. As a result

of the cost savings programme, the number of
employees in the Group, adjusted for acquisitions,
has fallen by approximately 170 employees since
the end of the second quarter of 2019, a reduction
of about 12 percent. The cost-savings programme
did not affect the Group’s growth ambitions.

Key figures

SEK miflion [77 7 20204 2019 2018 2017 2016
Order intake ’ 4,827 4,354 3,798 3,256 2,887
Net sales I 4,756 4,348 3,786 3,201 2,847
Gross profit [ 1,252 1,183 1,088 917 828

% I 26.3 27.2 28.7 28.6 29.1
Operating expenses* , =771 -799 —721 -606 -551

% -16.2 -18,4 -19.0 -18.9 -19.4
Operating profit (EBITA) 482 384 367 311 277

% ] 10.1 8.8 9.7 9.7 9.7
Profit after tax } 299 253 255 213 163
Adjusted profit after tax f 299 253 255 213 187
Earnings per share, SEK 8.04 6.75 6.79 5.61 4.29
Adjusted earnings per share, SEK 8.04 ] 6.75 6.79 5.61 4.92
Dividend per share, SEK 2.75";Y 0.00 2.50 2.25 2.00
Operating cash flow 540 | 351 175 183 267

* For definitions, see page 66.
** Proposed by the Board of Directors.
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Support for short-time work

During the second and third quarters, several of the
Group’s subsidiaries took part in various forms of
government support programmes, which were initi-
ated in several countries in the wake of the corona-
virus pandemic, mainly in the shape of short-term
work schemes. For the full year, these support
programmes amounted to SEK 27 million globally,
of \vhi’ch approximately SEK 7 million pertained to
government support in Sweden. The government
support was recognised under other operating
income in the consolidated income statement.

Financial items and tax

The Group’s net financial items amounted to

SEK —60 million (—42), of which exchange-rate
differences accounted for SEK —4 million (+4). The
Group’s profit after financial items was SEK 392
million (326). The decline in net financial items
year-on-year was attributable to the financing of the
acquisitions of HT BENDIX and American Bolt &
Screw, as well as interest expenses for leases in the
newly acquired companies. The tax expense was
SEK -92 million (-73), implying an effective tax
rate of 24 percent (22).

Cash flow, working capital and financial position
Operating cash flow amounted to SEK 540 million
(351), supported by good development of operating
profit and working capital. Average working capital
in relation to net sales amounted to 33.1 percent
(35.3). The improvement is primarily attributable
to increased volumes, lower tied-up capital in the
acquired company American Bolt & Screw, and to
a positive trend in working capital during the year.
On 31 December 2020, the Group’s adjusted net
debt totalled SEK 1,220 million (1,666) and the
debt/equity ratio was 80 percent (118). The reduced
net debt and debt/equity ratio were directly attrib-
utable to the favourable operating cash flow. The
performance measure net debt/EBITDA, adjusted,
was a multiple 0f 2.3 (3.9) on 31 December 2020.
The ratio improved by a multiple of 1.6 during the
year as a result of strong cash flow and a favourable
earnings trend.

Net sales (SEK million)
and adjusted operating margin (%)

SEK million %
5,000 15
4,000 12
3,000 9
2,000 6
1,000

2016 2017 2018 2019 2020

wm Net sales - adjusted operating margin (EBITA)

Fnenell

Profitable
Growth
10-15%

Average annual increase of
net sales by 10 percent and
of earnings per share by 15
percent, through both organic
growth and acquisitions.
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Net debt / EBITDA, adjusted, multiple
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Profitability:
12%

Achieve an annual operating

margin {(EBITA) of 12 percent
latest by 2023.

Dividend
30-60%

Dividend of 30~60 percent
of annual net profit.

Financial
stability
2-3x

Net debt in relation to
operating profit before
deprecialion and amorlization
(ND/EBITDA) shall normally
be in the range of 2-3x.




SEGMENT NORTH

Segment North comprises Bufab’s operations in Sweden, Finland, Norway
and Denmark, including the new acquisition HT BENDIX A/S, and one of
the purchasing offices in China, which is affiliated to one of the Swedish
subsidiaries. The business mainly comprises trading companies, but also
some manufacturing of particularly demanding components.

SEGMENT NORTH Netoal — A .
illi EBI in (%
O Order intake amounted to SEK 2,052 million et sales (SEK milfion) and margin (%)
4 2 /o (1,866) and was in line with net sales. SEK million %

2,000 16
Net sales increased by 8 percent to SEK 2,005

Share of total sales million (1,865). Organic growth was —6 percent. 1,500 12
Gross margin declined to 23.2 percent (25.4). The
decline was primarily attributable to the segment’s 1,000 —— — 8

manufacturing companies and the acquisition of
HT BENDIX A/S which has a lower gross margin

80/ than the rest of the segment but comparable operat- 0
él:’ . . 2018 2019 2020
O ing margin.

wam Net sales «mem EBITA-margin

500 — 4

The result effect of the lower gross margin

Sales growth was mitigated by a significantly lower share of
operating expenses, which in turn, were due to cost X .
P . gexp ? ? Financial position
savings made.
Operating profit (EBITA) was SEK 189 million SEK million 2020 2019 2018
o (174), equal to a margin of 9.4 percent (9.3). Order intake 2052 1866 1.508
Net sales 2,005 1,865 1,508
a (4] S ‘
ross profit 465 | 474 416
Operating margin (EBITA) % X 232 254 27.6
Operating expenses 276 -300 -263
% , -137.  -161 -17.6
Operating profit (EBITA) 189 174 153
% : 94" 9.3 10.1
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SEGMENT WEST

Segment West comprises Bufab’s operations in France,

the Netherlands, Germany, the Czech Republic, Austria and Spain.

22%

Share of total sales

=11%

Sales growth

8.3%

Operating margin (EBITA)

SEGMENT WEST
Order intake was SEK 1,047 million (1,157), which
was higher than net sales.
Net sales declined by 11 percent to SEK 1,028
million (1,155). Organic growth was —10 percent.
Gross margin declined to 25.0 percent (26.5). The
decline was primarily due to lower volumes and a
poorer business mix in the segment’s companies.
The result effect of the lower gross margin was
partly mitigated by a lower share of operating
expenses, which in turn, were due to cost savings
made.
EBITA totalled SEK 86 million (99), equal to a
margin of 8.3 percent (8.6).
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Net sales (SEK million) and EBITA margin

SEK million %

1.200 12

900 b 9

600 L 6

300 3

0 0

2018 2019 2020
=3 Nel sales «= EBITA-margin
Financial position

SEK million 2020 2019 2018
Order intake 1,047 1,157 1,065
Net sales 1,028 1,155 1,064
Gross profit 257 306 285
% 25.0 26.5 26.8
Operating expenses -171 =207 -190
% -16.7 -17.9 -17.9
Operating profit (EBITA) 86 99 a5
% 83 8.6 8.9




Segment East comprises Bufab’s operations in Poland, Hungary,
Romania, the Baltic States, Russia, Slovakia, Turkey, China,
Singapore and other countries in Southeast Asia, and India.

15%

Share of total sales

-1%

Sales growth

14.4%

Operating margin (EBITA)

SEGMENT EAST
Order intake amounted to SEK 725 million (721),
which was higher than net sales.

Net sales decreased by 1 percent to SEK 715
million (723). Organic growth was 4 percent

Gross margin was 31.8 percent (31.9).

Operating expenses declined as a result of the im-
plemented cost savings, which yielded an improved
operating profit compared with 2019.

EBITA totalled SEK 103 million (97), equal to a
margin of 14.4 percent (13.4).

SEGMENT EAST

Net sales (SEK million) and EBITA margin (%)

SEK million
800 16
600 12
400 8
200 4

0 0
2018 2019 2020
wm Net sales = EBITA-margin
Financial position
SEK million 2020 2019 2018
Order intake . 725 721 697
Net sales 715 723 696
Gross profit ' 227 230 225
% 31.8 31.9 323
Operating expenses . -125 -134 -125
% L -174 ~18.5 -180
Operating profit (EBITA) ' 103 : 97 100
% 14.4 13.4 14.4
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SEGMENT UK/NORTH AMERICA

Segment UK/North America comprises Bufab’s operations in the
UK, Ireland, the US and Mexico, including the new acquisition of
American Bolt & Screw Mfg. Corp.

21%

Share of total sales

+69%

Sales growth

12.7%

Operating margin (EBITA)

SEGMENT UK/NORTH AMERICA
Order intake amounted to SEK 1,002 million (602)
and was in line with net sales.

Net sales rose by 69 percent to SEK 1,008 mil-
lion (598). Organic growth was ~1 percent.

Gross margin was to 3 1.4 percent (31.0).

The stable gross margin together with a strong
sales growth led to a significant improvement of the
gross profit.

The operating profit improved strongly compared
to 2019 and this was primarily due to a very strong
contribution from American Bolt & Screw that had
a good development during the year.

EBITA totalled SEK 128 million (47), equal to a
margin of 12.7 percent (7.9).
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Net sales (SEK million) and EBITA margin

SEK million %
1,200 16
900 12
600 8
300 4
0

2018 2019 2020

wm Net sales == EBITA-margin

Financial position

SEK million 20200 2019 2018
Order intake 1,002 602 510
Net sales : 1,008 ; 598 510
Gross profit 317 | 185 175
% 314§ 31.0 343
Operating expenses . -189 : -138 -114
% -1871  -23.1 -224
Operating profit (EBITA) ! 128 ' 47 61
% : 127 | 7.9 12.0




Seasonal variation

Bufab’s sales fluctuate over the year, primarily on
the basis of the number of customer production
days in every quarter.

Risks and uncertainties

Exposure to risk, both operational and financial,

is a natural part of business activity, as reflected in
Bufab’s approach to risk management. The aim is
to identify and prevent risks and to limit any loss or
damage from these risks. The most significant risks
to which the Group is exposed are related to the
economy’s bearing on customer demand. See Note
3 for further information.

Employees

The number of full-time employees in the Group at
31 December 2020 amounted to 1,295 (1,423). The
average number of full-time employees in 2020
was 1,357 (1,296). For further information about
employees, see Note 6.

Environment
The Group works proactively with environmental
issues to reduce its environmental impact.

Bufab conducts operations through 42 compa-
nies, five of which operate in-house manufacturing.
Atyear-end 2020, three of the five manutacturing
companies were subject to environmental licensing
requirements under the Swedish Environmental
Code. Environmentally licensed operations account
for about 6 percent (8) of the Group’s overall net
sales. Environmental licences are required due to
the nature of the operations. These companies have
been granted licences to conduct environmentally
hazardous activities. The Group’s other companies
conduct trading activities only, which have limited
environmental impact. See also Note 33.

Sustainability Report

In accordance with the Swedish Annual Accounts
Act, Chapter 6, Section 11, Butab has issued a
Sustainability Report separate from this Annual
Report. The Sustainability Report is available on
Bufab’s website, www.bufab.com.

BOARD OF DIRECTORS' REPORT

Guidelines for remuneration of
senior executives 2020

Below is a summary of the guidelines adopted by
the AGM on April 21, 2020. The full guidelines can
be found on Bufab's website www.bufab.com.

The guidelines apply for remuneration of the
CEO and other senior executives. Bufab strives to
offer total remuneration that will attract and retain
qualified employees. The total remuneration may
include the components described below.

Fixed salary is to be market-based and must
reflect the responsibility that the work involves.
The fixed salary is to be revised annually. Normal-
ly, variable salary is not to exceed 50 percent of
the fixed salary. The variable remuneration is to be
based on established and measurable criteria, de-
signed to promote the company’s long-term value
creation, and is to be revised annually.

The Board is to annually evaluate whether or not
a long-term share-based incentive programme for
senior executives and any other employees is to be
proposed to the AGM.

Senior executives may be oftered individual pen-
sion solutions. The pensions are, as far as possible,
to be defined contribution.

Other benefits may be provided but are not to con-
stitute a significant portion of the total remuneration.
The notice of termination between the company

and the CEQ is a maximum of |8 months.

Other senior executives are to have a shorter
notice of termination period.

The Board is entitled, in individual cases and if
there are specific reasons, to deviate from the above
guidelines for remuneration. Should such deviation
occur, information about this and the reason must
be reported at the next AGM.

Proposed guidelines for remuneration of senior
executives 2021

The proposed guidelines for remuneration of senior
executives for 2021 is unchanged relative to 2020.
This is detailed in the official notice of the 2021
AGM, which is available on Bufab’s website,
www.bufab.com.
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BOARD OF DIRECTORS' REPORT

Remuneration Report 2020

The Remuneration Report 2020 provides an
overview of how the guidelines for remuneration
of senior executives, as adopted by the 2020 AGM,
were implemented during the year. The Remunera-
tion Report is available on Bufab’s website, www.
bufab.com.

Long-term share-based incentive programme

The 2020 Annual General Meeting resolved to
adopt a long-term share-based incentive pro-
gramme based on call options, comprising the
CEO, senior executives and other key employees
within the Group. The programme comprises a
maximum of 350,000 call options, corresponding
to approximately 0.9 percent of the total number of
shares in the company. The purchase price for the
call options has been set, using a Black & Scholes
valuation, at SEK 12.12, corresponding to the mar-
ket value of the options at the date of transfer.

Each call option entitles the holder to acquire
one share in Bufab during the period 15 May
202015 November 2023. The purchase price per
share is SEK 90.20, corresponding to 115 percent
of the volume-weighted average price paid for the
company’s share on Nasdaq Stockholm during
the period 5 May 2020-11 May 2020. During the
interim period, a total 0f 277,500 call options were
subscribed for.

A detailed description of the share-based incen-
tive programme can be found in Note 34 on page 42
of the Annual Report.

Related-party transactions

During the period, the CEO and senior executives
subscribed for call options within the framework
of the long-term share-based incentive programme
adopted at the AGM under the terms outlined in
more detail above. In addition, fees to the Board
and remuneration to senior executives have been
paid out, which are described in more detail in
Note 6 in the consolidated financial statements.
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Parent Company

The operations of the Parent Company, Bufab AB
(publ), cover the CEQ, the consolidated financial
reports and the financial management of the Group.
Most Group-wide operations pertaining to the
remaining members of Group management and
administration are managed by the subsidiary Bult
Finnveden AB. Accordingly, the Parent Company
does not report any sales. The Parent Company re-
ported a loss after financial items of SEK 9 million
(profit: 143).

Share capital and ownership structure

On 31 December 2020, the Parent Company’s
share capital amounted to SEK 547,189.10 divided
between 38,110,533 ordinary shares. There was no
change in share capital during 2020. The largest
shareholder on 31 December 2020 was Liljedahl
Group AB with 29.1 percent of shares and votes.
On 31 December 2020, Bufab had 829,070 repur-
chased shares held in treasury.

2021 Annual General Meeting
The AGM for Bufab AB (publ) will be held on
20 April 2021 in Vdrnamo, Sweden.

Notice of the 2021 AGM and other documenta-
tion will be available on Bufab’s website,
www.bufab.com, from 17 March 2021.

Proposed appropriation of profits

SEK
The following eamings are at the disposal of the AGM:
Retained earmnings 348,021,404
The Board of Directors proposes that the eamings be
appropriated as follows:
Adividend of SEK 2.75 per share to be paid to 102,524,023
shareholders
To be carried forward 245,497,381
Total 348,021,404




CONSOLIDATED FINANCIAL STATEMENTS

Consolidated income statement

SEK million Note [ 20201 2019

Net sales 2,5 | 4,756 | 4,348

Cost of goods sold 6,7, 10 [ ~3,504 | -3,165

Gross profit | 1,252 1,183
{ |

Distribution costs 6,710 l —'548[ -565

Administrative expenses 6,7, 10 I -287 : -250

Other operating income 8 | 55§ 39

Other operating expenses 7.9 { =20} -39

Operating profit 2,3,4,5,6,7,8,9, 10,13 | 452 l 368
] [

Profit from financial items i |

Interest and similar income 11 I 3| 7

Interest and similar expenses 12 | —63] -49

Profit after financial items 13 ] 392 326
| I

Tax on profit for the year 14 | -92] -73

PROFIT FOR THE YEAR" 299 253

"Profitin its entirety is attributable to Parent Company shareholders,

Statement of comprehensive income

SEK million Note I T 2020] 2019

Profit after tax | 299 253

Other comprehensive income

ltems that will not be reclassified in profit or loss

I
Actuarial gains and losses, net after tax ! 1 ] -2
ltems that may be reclassified in profit or loss | ]
Translation difference, net assets in foreign currency l =157 f 60
Gain from hedging of net assets in foreign currency l 32 E 28
Deferred tax on gain from hedging { -7 l 6
Other comprehensive income after tax ! ~131 | 36
Total comprehensive income 168 ; 289
Total comprehensive income attributabte to: ]
Parent Company shareholders | 168] 289
! I
Earnings per share . ]
Earnings per share before dilution, SEK 15 8.641 6.77
Weighted number of shares outstanding before dilution, thousands 37,195 | 37,364
Earnings per share after dilution, SEK 15 7.95 I 6.75
Weighted number of shares outstanding after dilution, thousands - | 37,564j ' 37,524
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Consolidated balance sheet

SEK miillion Note 31 Dec 2019
ASSETS

Non-current assets

Intangible assets

Goodwill 16 1,771
Other intangible assets 16 252
Work in progress and advances for intangible assets 19 "
Total intangible assets 2,034
Property, plant and equipment

Land and buildings 17 21
Plant and machinery 17 138
Equipment, tools and fixtures & fittings 17 81
Rights of use 19 382
Work in progress and advances for property, plant and equipment 18 "
Total property, plant and equipment 633
Financial assets

Other non-current receivables 20

Total financial assets

Deferred tax assets 25 28
Total deferred tax assets 28
Total non-current assets 2,704
Current assets - - .

Inventories 2

Raw materials and consumables 45
Products in progress 41
Finished goods and merchandise . 1,408
Total inventories 1,494
Current receivables

Trade receivables 21 730
Current tax assets 36
Other receivables 46
Prepaid expenses and accrued income 22 25
Total current receivables 836
Cash and bank balances 216
Total current assets 2,547
TOTAL ASSETS 5,250
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Consolidated balance sheet, cont.

CONSOLIDATED FINANCIAL STATEMENTS

Note l 31 Dec 2020' 31 Dec 2019

SEK mitlion

EQUITY AND LIABILITIES i i

Equity 23 i |

Share capital I 1f 1

Other paid-in capital | 488 | 488

Other reserves i -29] 102

Retained earnings I 1470] 1,158

Total equity ] 1,931} 1,750
P I

Non-current liabilities | {

Pension obligations, interest-bearing 24 [ . 38| 37

Deferred tax, non-interest-bearing 25 I 94 119

Lease liabilities 19 ! 23g 303

Other interest-bearing liabilities 26, 28 [ 1,467 1,769

Other non-interest-bearing liabilities 27 27 378

Total non-current liabilities 2.1-05 2,606
!

Current interest-bearing liabilities |'

Lease liabilities 19 87 99

Liabilities to credit institutions 2} 17

Overdraft facilities 28, 29 : 7] 60

Total current interest-bearing liabilities I 95| 175
i I

Current non-interest-bearing liabilities | I

Trade payables 454 l 410

Current tax liabilities 48 I 38

Other liabilities - 27 160 I 107

Accrued expenses and deferred income 30 195 [ 164

Total current non-interest-bearing liabilities l o 857 ( 719

TOTAL EQUITY AND LIABILITIES

I 4,991 ’ 5,250
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Consolidated statement of changes in equity

Other paid-in Other Retained

SEK million Share capital capital reserves earnings Total equity

Equity on 31 December 2018 1 488 66 1,027 1,600

Adjustment resulting from the introduction of IFRS 16 Leases — —_ - -18 -18

Equity on 1 January 2019 1 488 66 1,027 1,582

Comprehensive income

Profit after tax — — — 253 253

Other comprehensive income

Items that will not be reclassified in profit or loss

Actuarial loss on pension obligations, net after tax — — -2 — -2

Items that may be reclassified in profit or loss

Translation difference, net assets in foreign currency — — 60 - 60

Gain from hedging of net assets in foreign currency — — -28 — -28

Deferred tax on gain from hedging — — 6 —_ 6

Total comprehensive income 0 0 36 253 289

Transactions with shareholders

Issued call options — — — 3 3

Repurchase of own shares — —_ — -31 _31

Dividend to Parent Company shareholders —_ — - -94 -94

Total transactions with shareholders 0 0 0 -122 -122

Equity on 31 December 2019 1 488 102 1,158 1,750

Equity on 1 January 2020 1 488 102 1,158 1,750
" Comprehensive income

Profit after tax — — - 299 299

Other comprehensive income

Items that will not be reclassified in profit or loss

Actuarial loss on pension obligations, net after tax _ —_ 1 — 1

Items that may be reclassified in profit or loss

Translation difference, net assets in foreign currency -— _ -157 —_ =167

Gain from hedging of net assets in foreign currency —_ —_— 32 — 32

Deferred tax on gain from hedging of net assets

in foreign currency — — -7 — -7

Total comprehensive income —_ —_ -131 299 168

Transactions with shareholders

Issued call options — — — 3 3

Redemption of call options — — — 10 10

Dividend to Parent Company shareholders — — — 0 0

Total transactions with shareholders 0 0 0 13 13

Equity on 31 December 2020 1 488 =29 1,470 1,931
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Consolidated cash-flow statement

SEK million Note [ 31Dec2020] 31 Dec2019
Operating activities 1

Profit before financial items . 452] 368
Depreciation/amortisation and impairment ‘ L v 183 148
Interest and other finance income } ! 7
Interest and other finance expenses ! —601 -49
Other non-cash items t -8 2
Income tax paid I -89 -79
Cash flow from operating activities before changes in working capital T 480 397
Cash flow from changes in working capital t ’ : l

Increase (-) / decrease (+) in inventories ‘96 l 60
Increase (-) / decrease (+) in operating receivables o -1 ] 66
Increase (+) / decrease (-) in operating liabilities 1051 -136
Cash flow from operating activities I . 570 . 387

Investing activities

Acquisition of intangible assets -5 —11
Acquisition of property, plant and equipment . -61 -56
Company acquisitions including additional purchase considerations 33 -23! -543
Cash flow from investing activities -89 -610

Financing activities

Dividend paid of -94
Call options 34 3 3
Repurchase of own shares 34 l 0 =31
Redemption call options/sale of own shares 10 0
Borrowings, non-current 38 . :, . 284 655
Loan repayments, non-current 36 -631 —249
Change in current liabilities . 36 -62 7
Cash flow from financing activities ' =396 291
Cash flow for the year . 36 i . 86 68
Cash and cash equivalents at beginning of year 216 144
Translation differences . -10 4
Cash and cash equivalents at year-end 292 216
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Notes to the consolidated financial statements

All amounts are in SEK million unless otherwise specified.
The figures in brackets indicate the preceding year's values.

NOTE 1
GENERAL INFORMATION

The company, Bufab AB (publ), Corporate Registration Number 556685-6240,
operates as a limited liability company, with its registered office in Stockholm,
Sweden.

The address of the head office is Box 2266, SE-331 02, Varnamo, Sweden.

NOTE 2
SUMMARY OF KEY ACCOUNTING POLICIES

This Annual Report has been prepared in accordance with IFRS as adopted by
the EU, as well as the Swedish Financial Reporting Board’s recommendation
RFR 1 Supplementary Accounting Rules for Groups and the Swedish Annual
Accounts Act. The consolidated annual financial statements have been pre-
pared in accordance with the cost method. The Parent Company’s accounting
policies are consistent with those applied for the Group, unless otherwise spec-
ified.

In addition to these standards, both the Swedish Companies Act and the
Swedish Annual Accounts Act contain regulations requiring the disclosure of
certain additional information. Preparing financial statements in accordance
with IFRS requires the use of a number of important accounting estimates.
Management is also required to make certain judgements when applying its
accounting policies. Information about areas that are complex or involve a
high proportion of assumptions and estimates, or about areas where account-
ing estimates are of key significance to the consolidated financial statements,
can be found in Note 4. The estimates and assumptions are reviewed regularly
and the effect on the reported amounts is recognised in profit or loss.

Consolidated financial statements

The consolidated financial statements consist of financial statements for the
Parent Company and companies over which the Parent Company exercises a
controlling influence. A controlling influence exists if the Parent Company has
influence over the investment object, is exposed to or has the right to variable
returns from its involvement, and can use its influence over the investment to
impact the returns. In assessing whether a controlling influence exists, shares
that potentially carry entitiement to votes and the existence of de facto control
are taken into account. Shareholdings in Group companies have been elimi-
nated according to the acquisition method, which essentially means the identi-
fiable assets, liabilitics and contingent liabilities of the company taken over are
valued and recognised in the consolidated financial statements, as if they had
been taken over through direct acquisition and not indirectly through the
acquisition of shares in the company. The measurement is based on fair value.
If the value of net assets is less than the purchase price, goodwill on consolida-
tion arises. If the opposite is true, the difference is recognised directly in profit
or loss. Goodwill is determined in local currency and is recognised at cost less
any impairment. The Group's equity includes the Parent Company’s equity
and the share of the subsidiaries’ equity earned after the date of acquisition.
Acquired and divested companies are consolidated and deconsolidated respec-
tively from the date of acquisition or divestment.

Contingent considerations are measured at fair value on the date of the
transaction and remeasured subsequently when the financial statements are
being prepared. The effects of the remeasurement are recognised as income or
cost in consolidated profit/loss for the year. Transaction charges in connection
with the acquisition are expensed. 1n an acquisition, it is possible to measure
non-controlling interests at fair value, which means goodwill is included in
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non-controlling interests. Alternatively, non-controlling interests’ comprise a
share of net assets. The choice is made individually for every acquisition.

Intra-Group receivables and liabilities and transactions between companies
in the Group and thereby associated unrealised gains are eliminated in full.
Unrealised losses are eliminated in the same manner as unrealised gains, but
only if there is no indication of impairment.

Foreign currency translation

Items in the individual financial statements of each Group entity are presented
in the currency of the primary economic environment in which the entity
operates (its functional currency). The consolidated financial statements are
presented in Swedish kronor (SEK), which is the Parent Company’s tunctional
and reporting currency.

Foreign currency transactions are translated into the functional currency
according to the exchange rates prevailing at the date of the transaction.
Exchange gains and losses arising from the settlement of such transactions and
during translation of foreign currency monetary assets and liabilities at the
closing rate are recognised in profit or loss.

The results and financial position of all Group entities are translated into the
Group’s reporting currency. Assets and liabilities are translated at the closing
rate, while income and expenses are translated at the average rate, with all
resulting exchange-rate differences recognised as a separate component of
equity. Goodwill and fair value adjustments arising on the acquisition of a for-
eign entity are reported as assets and fiabilities in the Group’s balance sheet
and are translated at the closing rate. The following exchange rates were used
for the translation of foreign operations:

Average rate Closing rate
Currency 1 2020 2019 | 2020 2018
DKK ] 1.41 1.42 1.35 1.40
EUR I 1049 1059 |  10.04] 10.43
GBP | 11.80 1207 | 11.09 12.21
czK i 0.40 0.41 0.38 0.41
HUF | 0.03 0.03 0.03 0.03
NOK | 0.98 1.07 0.95] 1.06
PLN i 2.36 2.46 222 2.44
RMB [ 1.33 1.37 1.25 1.33
INR | 042 013 0111 0.13
NTD | 0.31 0.31 0.29 0.32
RUB ! 0.13 015 | 0.1 0.15
usD } 9.20 9.46 8.19 9.32
RON i 218 2.27 2.06 | 2.23
TRY L 133 167 | 112] 1.57

Classification

Non-current assets, liabilities and provisions are amounts expected to be
recovered or seitted more than 12 months after the balance-sheet date. Current
assets and liabilities are amounts expected to be recovered or settled no more
than 12 months after the balance-sheet date.

Items affecting comparability
Items affecting comparability are recognised separately in the financial state-
ments when it is necessary to explain the Group’s earnings. Items atfecting



comparability relate to material income or cost items recognised separately
due to the significance of their nature or amount.

Intangible assets
Goodwill
The amount by which the cost exceeds the acquisition-date fair value of the
Group’s share of the acquired subsidiary’s net identifiable assets is recognised
as goodwill. Goodwill on acquisitions of subsidiaries is reported under intan-
gible assets.

Goodwill is not amortised but is tested for impairment annually and is
carried at cost less accumulated impairment.

Goodwill is allocated to cash-generating units for impairment testing.

Other intangible assets

The Group’s other intangible assets comprise acquired customer and supplier
relationships and capitalised expenditure for IT and business systems. The
Group’s basis for acquisitions is that customer relationships and supplier rela-
tionships have a limited useful life and are recognised at cost less any accumu-
lated depreciation. Amortisation is applied on a straight-line basis to distribute
the costs of their estimated useful lives.

Property, plant and equipment

Property, plant and equipment is recognised as an asset in the balance sheet
when, based on available information, it is probable that future economic ben-
efits associated with the ownership will flow to the Group/company and the
cost of the asset can be measured reliably.

Items of property, plant and equipment are recognised at cost less accumu-
lated depreciation and impairment losses.

Cost comprises the purchase price and any costs directly attributable to
bringing the asset to the location and condition necessary for it to be capable
of operating in the manner intended.

The carrying amount of an item of property, plant and equipment is
derecognised from the balance sheet on disposal or divestment, or when no
future economic benefits are expected from its use. The gain or loss arising
from the disposal of an item of property, plant and equipment is the difference
between the selling price and the asset’s carrying amount less divect distribu-
tion costs. The gain or loss is reported under other operating income/expenses.

Leases - Group as lessee

The Group’s costs pertaining to leases are recognised on the following lines in

the consolidated income statement:

« Interest expense (included in finance cost).

+ Expense relating to short-term leases (included in cost of goods sold and
administrative expenses).

+ Expense relating to leases of low-value assets that are not short-term leases

(included in administrative expenses).

» Expense relating to variable lease payments not included in lease liabilities

(included in administrative expenses).

The Group leases offices, warehouse space, machinery, equipment and vehi-
cles. Leases are normally signed for fixed periods up to ten years, though lon-
ger maturities may be agreed. Options to extend the contract may exist.

The contract may include both lease and non-lease components. The Group
allocates the consideration in the contract to lease and non-lease components
based on their relative stand-alone prices where the differences are material.
For lease payments on properties where the Group is tenant, lease and non-
lease components have not been separated and are instead recognised as a
single lease component.

Lease terms are normally negotiated on an individual basis and contain a
wide range of different terms and conditions. Leases do not impose special
terms or restrictions save that the lessor retains the right to pledge lease assets
as security. The leased assets may not be used as security for borrowing pur-
poses.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As of 1 January 2019, leases are recognised as a right-of-use asset and a corre-
sponding liability at the date at which the leased asset is available for use by
the Group.

Assets and liabilities arising from a lease are initially measured on a present
value basis. Lease liabilities include the net present value of the following
lease payments:

« fixed payments (including in-substance fixed payments), less any benefits in
connection with signing the lease

« variable lease payments to be received based on an index or a rate, initially
measured using an index or price on the commencement date

« amounts expected to be paid by the lessee under residual value guarantees

« the exercise price of a purchase option if the Group is reasonably certain to
exercise that option

« penalties to be paid upon termination of the lease, if the lease term reflects
that the Group will exercise on opportunity to terminate the lease.

Lease payments that will be paid for extension options that it is reasonably

certain will be exercised are also included in the measurement of the liability.

Lease payments are discounted by the interest rate implicit in the lease. If
this rate cannot be readily determined, which is normally the case for the
Group’s leases, the lessee’s incremental borrowing rate is to be used, which is
the rate that an individual lessee would have to pay to borrow the funds neces-
sary to purchase an asset of a similar value to the right-of-use asset in a similar
economic eavironment with similar conditions and securities. The Group’s
incremental borrowing rate varies depending on duration and currency area
and amounts to between 1.7 percent (1.7) and 3.6 percent (4.3).

The Group decides the incremental borrowing rate as follows:

» Where possible, financing is used that was recently obtained from a exter-
nal party as a starting point and is then adjusted to reflect changes to financ-
ing conditions since financing was obtained. Adjustments are made for the
specific conditions in the contract, such as lease term, country, currency
and security.

The Group is exposed to any future increases in the variable lease payments

that depend on an index or a rate that are not inctuded in the lease liability

until they come into effect. When adjustments of lease payments that depend
on an index or a rate come into effect, the lease liability is remeasured and
adjusted against the right-of-use asset.

Lease payment is allocated between the liability and interest. The finance
cost is recognised in profit or loss over the lease period so as fo produce a con-
stant periodic rate of interest on the lease liability for each period.

Right-of-use assets are measured at cost comprising the following:

+ the amount of the initial measurement of lease liability

+ any lease payments made at or before the commencement date less any
lease incentives received

* any initial direct costs, and

* restoration costs.

Right-of-use assets are usually depreciated over the shorter of the asset’s

useful life and the lease term on a straight-line basis. If the Group is reason-

ably certain to exercise a purchase option, the right-of-use is amortised over
the useful life of the underlying asset.

Payments associated with short-term leases and all leases of low-value
assets are recognised on a straight-line basis as an expense in profit or loss.
Short-term leases are leases with a lease term of 12 months or less. Low-value
assets comprise, for example, IT-equipment and small items of office equip-
ment.

Options to terminate and extend the lease
Extension and termination options are included in a number of property and
equipment leases across the Group. These terms are used to maximise opera-
tional flexibility in terms of managing assets used in the Group’s operations.
The majority of extension and termination options held are exercisable only by
the group and not by the respective lessor.

In determining the lease term, management considers all facts and circum-
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stances that create an economic incentive 0 exercise an extension option, or

not exercise a termination option.

Extension options (or periods after termination options) are only included
in the lease term if the lease is reasonably certain to be extended (or not termi-
nated).

For leases which relate to warehouse space, machinery, equipment, the
following factors are normally most significant:

« If the contract includes substantial payments to terminate the contract (or
not renew it), the Group generally assesses that it is reasonably certain that
the contract will be extended (or not terminated).

« If the Group has improvement expenses on others’ property and expects

these to have significant remaining value, it is normally reasonably certain

that the contract will be extended (or not terminated).

Otherwise, the Group considers other factors, including past lease terms,

and the costs and disruption to business operations required to replace the

leased asset.

The majority of extension options concerning leases of office premises and

vehicles are not included in the lease liability as the Group can replace the

assets without significant costs or disruption to operations.

The lease term is reassessed if an option is exercised (or not exercised) or if
the Group is obliged to exercise the option (or not exercise it). The assessment
of reasonable certainty is only reviewed if a significant event or a significant
change in circumstances occurs which affects this assessment and that is
within the control of the lessee.

Depreciation policies for property, plant and equipment
Depreciation according to plan is based on original cost less estimated residual
value. Depreciation is applied on a straight-line basis over the useful life of the
asset.

The following depreciation periods are applied:

Customer and supplier relationships 10 years
Other intangible assets 3-5years
Buildings 12-15 years
Plant and machinery 5-10 years
Equipment, tools and fixtures & fittings 3-10 years
Right-of-use assets 3-15 years

Impairment of non-financial assets

Assets with an indefinite useful life are not subject to depreciation or amortisa-
tion; instead, these assets are tested annually for impairment. Assets that are
subject to depreciation or amortisation are also tested for impairment when-
ever events or changes in circumstances indicate that their carrying amount
may not be recoverable. An impairment loss is the amount by which an asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of the asset’s fair value less distribution costs and its value in use.
For impairment testing, assets are grouped at the lowest levels at which there
are separate identifiable cash flows.

Borrowing costs
Borrowing costs are recognised in profit or loss in the period in which they are
incurred.

Inventories

Inventories are measured at the lower of cost and net realisable value. Net real-
isable value is the estimated selling price in the ordinary course of business
less the estimated costs of completion and the estimated costs necessary to
make the sale. An obsolescence risk is also taken into account. At the end of’
the financial year, the obsolescence reserve was SEK 101 million (108). The
cost of the Group’s merchandise is calculated as a weighted average purchase
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price and includes expenses arising from the acquisition of inventories and
bringing them to their existing location and condition.

The cost of finished goods and work in progress includes a reasonable
proportion of indirect manufacturing costs. Measurement takes into account
normal capacity utilisation.

Business combination
The purchase method is used to recognise the Group’s business combinations,
regardless of whether the acquisition consists of equity interests or other
assets. The purchase consideration for the acquisition of a subsidiary com-
prises the fair value of:
« transferred assets,
liabilities the Group assumes from previous owners,
shares issued by the Group,
+ assets or liabilities that result from an agreement covering a

conditional purchase consideration,
« earlier equity interests in the acquired company.
Identifiable acquired assets, assumed liabilities and assumed contingent liabil-
ities in a business combination are initially measured, with a few exceptions,
at fair value on the date of acquisition. For each acquisition, that is, on an
acquisition-by-acquisition basis, the Group determines whether non-con-
trolling interest in the acquired company is to be recognised at fair value or at
the sharcholding’s proportional share in the carrying amount of the acquired
company’s identifiable net assets.

Acquisition-related costs are expensed as they arise.

Goodwill pertains to the amount with which

< transferred consideration,

+ any holding of non-controlling interests in the acquired company, and

+ fair value at the date of acquisition of earlier equity interests in the acquired
company, (if the business combination was conducted in stages) exceeds the
fair value of acquired net identifiable assets.

If the amount is less than the fair value of the acquired net assets, in the event

of an acquisition at low price, the difference is recognised directly in profit or

loss. If all or part of the purchase consideration is deferred, future payments

are to be discounting to the present value at the date of acquisition. The dis-

count rate is the company’s incremental borrowing rate of interest, which is

the interest rate the company would have paid for financing through loans

during a corresponding period and at similar terms. Conditional purchase

consideration is classified either as shareholders’ equity or a financial liability.

Amounts classified as financial liabilities are remeasured each period at fair

value. Any remeasurement gains or losses are recognised in profit or loss.

Employee benefits

Group companies have various pension schemes in accordance with local con-
ditions and practices in the countries in which they operate. The most common
pension arrangements are defined-contribution pension plans. Under these
plans, the company settles its obligations on an ongoing basis through pay-
ments to insurance companies or pension funds.

However, the company has a more extensive responsibility in the case of
defined-benefit pension plans, which are based on an agreed future pension
entitlement. With these plans, the company’s recognised cost is affected by
factors such as assumptions about the future. The Group’s net obligation is
calculated separately for each plan by estimating the future benefit that
employees have earned through their service in the current and prior periods.
The present value of this benefit is determined by discounting the estimated
future cash flows. The Group has safeguarded a portion of its obligations
through transfers to pension funds, and the fair value of plan assets is offset
against the provision in the balance sheet. The discount rate is obtained by
reference on the balance-sheet date to market yields on high-quality corporate
bonds of'a term consistent with the term of the Group’s pension obligation.
The calculation is performed by a qualified actuary using the projected unit



credit method. Actuarial gains and losses are presented in other comprehen-
sive income when they arise.

For salaried professionals in Sweden, the ITP 2 plan’s defined-benefit pen-
sion obligations for retirement and survivors’ pensions are backed by an
Alecta insurance policy. According to a statement from the Swedish Financial
Reporting Board (UFR 10 Recognition of I'TP 2 pension plan financed by an
Alecta insurance policy), this is a defined-benefit plan that encompasses sev-
eral employers. For the 2020 financial year, the company has not had access to
enough information to report its proportional share of the plan’s obligations,
plan assets and costs, and the company was therefore unable to recognise it as
a defined-benefit plan.

Accordingly, the ITP 2 pension plan, which is backed by an Alecta insurance
policy, was recognised as a defined-contribution plan. The premium for the
defined-benefit retirement and survivors’ pension is calculated on a case-by-
case basis and is determined by such factors as salary, previously vested pen-
sion benefits and the expected remaining professional life of the beneficiary.

The collective consolidation level comprises the market value of Alecta’s
assets as a percentage of the insurance obligations calculated using Alecta’s
actuarial methods and assumptions, which do not correspond with IAS 19. The
collective consolidation level is generally permitted to range from 125 to 155
percent. If Alecta’s collective consolidation level falls below 125 percent or
exceeds 155 percent, actions must be taken to enable the consolidation level to
return to the standard interval. In the event of a low consolidation level, the
company may raise the contractual cost of signing up for a policy and expand-
ing the current benefits. In the event of a high consolidation level, the company
may introduce premium deduction. At the end of the financial year, Alecta’s
surplus in the form of the collective consolidation level was 148 percent (148).

Revenues

Net sales comprise, in all material respects, revenues from the sale of goods
and services. The Group is engaged in trading fastener products and C-parts.
Revenue recognition occurs in profit or loss when the products have been
delivered to the customer and control and the right of ownership have been
transferred. Revenue includes only the gross inflow of economic benefits
received and receivable for the company’s own account. Revenue from the sale
of goods is recognised when the company has transferred control of ownership
of the goods and the company does not exercise any effective control over the
goods sold. Revenue is recognised at the fair value of the consideration
received or receivable, net of discounts. Settlement is made in cash, with reve-
nue comprising the amount of cash received or receivable. Amounts collected
on behalf of third parties are not included in the company’s revenue. Revenue
from the rendering of services is recognised over time as the services are per-
formed. No financing component is considered to exist on the date of sale
since the customer’s credit period is shorter than one year and generally com-
plies with market practice. A receivable is recognised when the products are
delivered, as this is the date when remuneration becomes unconditional (in
other words, only the passage of time is needed before payment will take
place). The distribution of revenue by segment is presented in Note 5.

The item “other operating income” includes other revenues in the operation
that do not stem from the day-to-day business operations, such as capital gains
from the sale of non-current assets and exchange-rate gains from operating
receivables/liabilities.

Dividends are recognised when the right to receive payment is established.

Intra-group sales are eliminated in the consolidated financial statements.

Costs
The income statement is classified using the function of expense method. The
functions are:

Cost of goods sold comprises the cost of the good, the cost for material han-
dling and manufacturing costs, including payroll and material costs, pur-
chased services, costs of premises, and depreciation/amortisation and impair-
ment of property, plant and equipment.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Administrative expenses comprise costs of the companies’ own administrative
functions and costs relating to boards, management and staff functions.

Distribution costs comprise costs associated with the sales organisation and
inventory obsolescence.

Other operating income/expenses relates to secondary activities, exchange-
rate differences on operating items, the remeasurement of additional purchase
considerations for acquired companies and capital gains/losses on the sale of
property, plant and equipment.

Financial income and expenses

Financial income and expenses comprise interest income on bank deposits and
receivables, interest expense on borrowings, dividend income, exchange-rate
differences and other financial income and expenses.

The interest component of finance lease payments is recognised in profit or
loss using the effective interest method, which means that the interest is allo-
cated to each accounting period during the lease term so as to produce a constant
periodic rate of interest on the balance of the liability reported during the period.

Tax
Income tax consists of current tax and deferred tax. Taxes are recognised in
profit or loss except when the underlying transaction is recognised directly in
equity, in which case the related tax effect is also recognised in equity.
Current tax is the amount of income taxes payable or recoverable in respect
of the current year. This includes adjustments of current tax attributable to
prior periods. Deferred tax is accounted for using the balance-sheet method.
A deferred tax liability is recognised for temporary differences between the
carrying amounts of assets and liabilities and their corresponding tax bases.
Amounts are calculated based on how the temporary differences are expected
10 be settled and by applying the tax rates enacted or substantively enacted by
the balance-sheet date. Deferred tax is not recognised on temporary differ-
ences arising from goodwill on consolidation, and is not normally recognised
on temporary differences arising from participations in subsidiaries that are
not expected to be taxed in the foreseeable future. Untaxed reserves are rec-
ognised including deferred tax liabilities in the legal entity. However, in the
consolidated financial statements, untaxed reserves are divided into deferred
tax liability and equity. Deferred tax assets related to deductible temporary
differences and loss carry-forwards are only recognised insofar as it is proba-
ble that they will result in lower tax payments in the future.

Government support

Government support is recognised at fair value when there is reasonable cer-
tainty that the grant will be received and that the Group will meet the condi-
tions tied to the grant. For more information, see Note 8.

Cash-flow statement

The cash-flow statement is prepared using the indirect method. Recognised
cash flows only concern transactions that involve cash inflows and outflows.
Cash and bank balances are classified as cash and cash equivalents.

Related-party transactions

None of the Parent Company’s total purchases charged to operating profit
relate to transactions with other companies within the corporate group to
which the company belongs. Within the Group, there are some internal sales
between its different markets. Related-party transactions are also reported in
Note 6 (Employees, personnel expenses and fees paid to directors and audi-
tors) and Note 32 (Related-party transactions). Related-party transactions are
made on terms equivalent to commercial transactions.

Financial instruments

The Group recognises all financial instruments at amortised cost, except for
contingent considerations attributable to acquisitions which are measured at
fair value.
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The Group classifies its financial assets and liabilities depending on the purpose
for which the financial asset or liability was acquired. The classification of
investments in debt instruments is dependent on the Group’s business model for
managing financial assets and the contractual rights for an asset’s cash flow.

Financial assets at amortised cost

Assets held for the purpose of collecting contractual cash flow and where this
cash flow is made up solely of the principal amount and interest are measured
at amortised cost. Assets in this category are recognised initially at fair value
including transaction costs. After the date of acquisition, these are recognised
at cost by applying the effective interest method. The carrying amount of these
assets are adjusted by any recognised expected credit losses (see impairment
below). Interest income from these financial assets is recognised using the
effective interest method and entered in financial income. Assets in this cate-
gory comprise long-term financial receivables, trade receivables and other cur-
rent receivables. They are included in current assets unless the settlement date
is more than 12 months after the end of the reporting period, in which case
they are classified as non-current assets.

Financial liabilities at amortised cost

The Group’s other financial liabilities are recognised initially at fair vatue, net
after transaction costs. Financial liabilities are then recognised at amortised
cost by applying the effective interest method. Non-current liabilities have an
expected maturity beyond 1 year while current liabilities have a maturity
shorter than | year. This category includes liabilities to credit institutions,
trade payables and other current liabilities.

Financial liabilities at fair value

The Group's liabilities for contingent considerations attributable to acquisi-
tions are measured at fair value. These items are recognised at fair value in
the balance sheet with changes in value recognised in profit or loss.

Impairment

The Group measures future expected credit losses related to investments in
debt instruments recognised at amortised cost and fair value, respectively,
with changes through other comprehensive income based on forward-looking
information. The impairment methodology applied by the Group depends on
whether or not there has been a significant increase in credit risk.

For trade receivables, the Group applies the simplified approach for loss
allowances, meaning that the reserve will correspond to the expected loss
across the entire lifetime of the trade receivables. The Group makes provisions
for trade receivables based on the Group’s expected losses based on a historic
model of expected losses in each age category.

Hedge accounting

The effective portion of change in value for derivative instruments or other
financial instruments that fuifil the requirements of hedge accounting accord-
ing to the method for cash flow hedging or hedging of net investments in for-
eign operations is recognised in other comprehensive income. Accumulated
change in value from hedging of net investments in foreign operations is
reversed from equity to profit or loss when foreign operations are divested in
full or in part.

Cash and cash equivalents

Cash and cash equivalents include cash and bank balances and other current
investments with an original maturity of three months or less. Utilised over-
draft facilities are reported as borrowings under current liabilities in the bal-
ance sheet.

Borrowings

Borrowings are recognised initially at fair value and are subsequently mea-
sured at amortised cost. Any difference between the amount received and the
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repayment amount is recognised in profit or loss over the borrowing period
using the effective interest method.

Borrowings are classified as cucrent liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least 12 months
after the balance-sheet date.

NOTE 3
RISKS AND RISK MANAGEMENT

Operational risks

Market and business risks

Customer demand for products and services from Bufab depends on general
economic conditions and the level of activity in the manufacturing industry
in the countries in which Bufab and its customers operate.

Bufab operates in Sweden, Denmark, Finland, Norway, Germany, France,
the Nethertands, Austria, the Czech Republic, Poland, the UK, Ireland, Esto-
nia, Hungary, Spain, Slovakia, India, the United States, Taiwan, China, Rus-
sia, Turkey, Romania, Singapore, Malaysia, Indonesia, Mexico and Thailand.

Bufab’s customers are found in a wide spectrum of manufacturing industries,
including the technology sector, electronics/telecommunications, consumer
goods, the offshore and refining industry, the transportation and construction
sectors, furniture and the automotive sector. Geographical diversification com-
bined with a vast number of customers spread across many sectors reduces the
effects of isolated changes in customer demand.

However, despite this breadth, it can be stated that the company is clearly
impacted by customers’ undertying demand, which is considered to comprise
the company’s most tangible operational risk. The company was substantially
impacted by reduced customer demand during the sharp global economic
downturn in 2009, but also during the pandemic year 2020.

There is a risk that major customers will choose to bypass the wholesale
stage and deal directly with manufacturers. However, Bufab adds value to its
customer's by providing technical knowledge, efficient logistics and a broad
base of suppliers, as well as a reliable level of quality. The company believes
that this broad range as a logistics partner remains competitive.

Butab can be negatively impacted when its suppliers experience economic,
legal or operational problems, raise prices or when they are unable to deliver
on time or at the agreed level of quality. Bufab sources most of its goods from
suppliers that are mainly located in Asia and Europe. Bufab works with a large
number of suppliers from difterent countries. The company aims to avoid
making itself dependent on specific suppliers.

Inventories constitute a significant share of Butab’s assets and are costly to
relocate, store and manage. Accordingly, efficient inventory management is a
key element in Bufab’s operation. Inefficient inventory management can lead
to inventory surpluses or deficits. Inventory surpluses expose Bufab to the risk
of having to incur impairment losses on or to dispose of the inventory. Con-
versely, inventory deficits expose Butab to the risk of having to source prod-
ucts at higher prices in order to deliver on time, or to incur expensive express
delivery costs or penalties.

With its large and complex flow of items combined with a broad base of
customers and suppliers, there is a risk that Bufab’s customers will not receive
their products at the specified time or with the right quality. Bufab may
become subject to significant product liability and other claims if the products
it sources and produces are defective, cause production stops or personal or
property damage, or otherwise do not fulfil the requirements agreed with the
customer. Such defects may be caused by mistakes made by Bufab’s own per-
sonnel or the company’s suppliers. If a product is detective, Bufab may also
have to recall the product. Furthermore, Bufab may not be able to file or collect
a corresponding claim against, for example, its own suppliers in order to
receive compensation for damages and related costs. To address this risk,
internal and external processes are in place that must be adhered to by employ-
ees and external parties. Bufab works continuousty to develop these processes
and to train employees and external parties.



Bufab could lose business or growth opportunities from existing customers
as a result of many factors, including, but not limited to, relocations of the cus-
tomers” manufacturing operations or customer dissatisfaction, particularly
with product quality or service, as well as customers underperforming in, or
shutting down, their businesses. In connection with a customer relocating
manufacturing operations, for example, to a low-cost country, Bufab may not
be requested, or be able, to make deliveries to the new location to the same
extent as prior to the relocation, or may not be able to efficiently source all, or
any, of its products to the new location. Moreover, should customers relocate
outside of Bufab’s operating jurisdictions, and particularly outside the Euro-
pean Union, it may be difficult or burdensome for Bufab to establish new oper-
ations and comply with local regulations in such locations. As a consequence,
Bufab may lose all, or part of, its business from that manufacturing operation.

Bufab’s supply chain (including manufacturing units and some warehouses)
and business processes are, to a large extent, automated via hardware and soft-
ware for robotics and via the Group’s IT systems. Bufab is particularly depen-
dent on these systems to purchase, sell and deliver products, to invoice its cus-
tomers and to manage its production units and certain automated warehouses.
It is also an important tool for accounting and financial reporting as well as
inventory and net working capital management. Disruptions, as a consequence
of, for example, upgrades of existing IT systems, or deficiencies that materi-
alise in the function of its 1T systems or hardware could, even in the short
term, adversely affect Bufab’s business, results of operations and financial
condition.

Bufab's strategy covers both organic growth and growth through acquisi-
tions. Acquisitions may expose Bufab to risks, primarily related to integration,
such as impairment of relationships with key customers, inability to retain key
employees and difficulties and higher costs than anticipated for combining
operations. Following some of its past acquisitions, Bufab has experienced
such integration difficulties. Moreover, acquisitions may expose Bufab to
unknown liabilities.

There is considerable uncertainty about the operational and macro-
economic effects of Brexit. As regards Brexit, Bufab has taken several opera-
tive steps to reduce any adverse impact on the Group and minimise risks. The
Group is monitoring the situation carefully.

It cannot be ruled out that the COVID-19 pandemic, or other future epidem-
ics or pandemics, will significantly affect the ability of customers, Bufab or
Bufab’s suppliers to conduct their business. Such happenings could also
greatly reduce global demand, or hinder proper functioning of global logistics
chains. These factors could have a significant negative impact on Bufab's earn-
ings and financial position. We are monitoring developments carefully and
working actively with customers and suppliers in order to manage such situa-
tions.

Bufab manages its operations through operating subsidiaries in a number of
countries. The business, including transactions between Group companies, is
run according to Bufab’s understanding or interpretation of current tax laws,
tax treaties, other tax law stipulations and the requirements of the tax authori-
ties concerned. Furthermore, the tax authorities of the countries concerned
could make assessments and take decisions which deviate from Bufab’s under-
standing or interpretation of the abovementioned laws, treaties and other regu-
lations. Butab’s tax position, both for previous years and the current year, may
change as a result of the decisions of the tax authorities concerned or as a
result of changed laws, treaties and other regulations. Such decisions or
changes, possibly retroactive, could adversely atfect Bufab’s business, results
of operations and financial condition.

Bufab holds environmental permits for manufacturing at its production
facilities. Bufab previously conducted manufacturing at other facilities in
Sweden. Bufab has completed environmental inventories and, where required,
environmental technical investigations, at all properties where Bufab has his-
torically conducted imanufacturing in Sweden. These investigations detected
traces of contamination at or in proximity to some of these properties. For
more information regarding envitonmental risks, refer to Note 31.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Bufab has a substantial goodwill item in its consolidated balance sheet,
Which is regularly tested for impairment requirements; see also Note 16.

Sourcing prices

Bufab is exposed to fluctuations in the market price of certain commodities,
particularly steel, stainless steel (which fluctuates with the price of alloy
metals) and other metals. Any increase in such prices may impact the price
for which Bufab purchases its products, and thereby the cost of goods sold.
Energy prices and the price of oil impact manufacturing and freight costs,
which significantly affect cost of goods sold. Freight costs could also be sig-
nificantly effected by the variances in the global distribution chains. [n addi-
tion, labour shortages and labour costs in the countries from which Bufab
sources its products may increase Bufab’s cost of goods sold through its pur-
chasing prices. Moreover, Bufab may not be able to compensate for increased
sourcing prices by raising prices for its own customers.

Competition

Bufab acts as a subcontractor to the engineering industry and faces competi-
tion in all types of customer segments. Customer requirements concerning
price, quality, delivery reliability, etc. are constantly increasing. Since the
entry barriers for smaller companies and the investments required to starta
competing business are low, Bufab can also lose sales to new companies. The
company’s continued success is dependent on its ability to respond to these
increasing requirements and be more competitive than its competitors in the
areas of attractive pricing, delivery reliability, quality, high internal efficiency
and broad, secure logistics solutions from all of the countries in which Bufab
operates.

Legal risks
Legal risks primarily include legislation and regulation, government decisions,
disputes, etc. The fastener industry within Europe and North America has
periodically been subject to heavy duties on imports of standard parts from
certain geographies, mainly China. Bufab has been forced to find alternative
purchasing channels, primarily in Asia, which has worked well considering
the volume size. It cannot be ruled out that, for example, the EU or USA may
introduce increased duties in the future, and there is considerable uncertainty
about the extent of such duties.

Bufab’s operations face risks related to taxes and the environment. See also
Note 31.

Insurance

Bufab insures its assets against property damage and business interruption
losses. In addition, there are insurance policies for product liability, product
recall, transportation, legal protection, crime against property and business
travel. There have been no claims for damages with regard to product liability or
product recall that had any material impact on eamings during the last decade.

Risks related to employees

Bufab must have access to competent and motivated employees and ensure
access to good leaders as a means of achieving its established strategic and
operational targets. Bufab is working in a structured mananer to ensure the
health and well-being of its employees and that they can find positive chal-
lenges in their daily work.

Bufab also has a strong focus on safety efforts in all units. Through strate-
gic manpower planning, Bufab can ensure access to persons with the right
qualifications at the right time. Recruitment may take place both externally
and internally, where internal recruitment is facilitated as vacant positions are
advertised both internally and externally. Salaries and other terms and condi-
tions are in line with market conditions and are connected to each subsidiary’s
priorities. Bufab is also striving to maintain good relationships with trade
union organisations. However, securing a skills supply to each subsidiary is
always a challenge, given that the labour market is mobile.
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Risks in IT systems

Bufab is dependent on IT systems for its ongoing operations. Disruption or
faults in critical systems have a direct impact on deliveries of products and
services to customers and other important business processes. Incorrect man-
agement of financial systems may affect the company’s reporting of results.
The company is further exposed to attempts of IT-based attacks, such as virus
attacks, password and identity theft, or various forms of other IT-based fraud
or theft. These risks are increasing in an ever-more technically complex and
interconnected world. [n recent years, Bufab has therefore worked towards
more standardised [T processes and an organisation for information security.
IT security includes a continuous risk assessment, the implementation of pre-
ventive measures and the use of security technologies. Standardised processes
exist to implement new systems, to change current systems as well as for daily
operations. A large share of Bufab’s system landscape is based on thoroughly
tested products, such as Jeeves.

Financial risks

Bufab is exposed to various types of financial risk in the course of its opera-
tions. Examples of these are currency, financing, interest rate and counterparty
risks. The Board is responsible for adopting risk-management poticies. Finan-
cial activities such as risk management, liquidity management and borrowing
are managed at the Group level by the subsidiary Bufab International AB.

Currency risks

Changes in exchange rates affect the Group’s earnings and equity in different
ways. Currency risk arises from:

« flow exposures in the form of receipts and payments in different currencies,
+ recognised assets and liabilities of subsidiaries,

« translation of the earnings of foreign subsidiaries to SEK,

« translation of net assets of foreign subsidiaries to SEK.

Exchange-rate fluctuations may also affect the Group’s competitiveness or that
of its customers, thereby indirectly affecting the Group’s sales and earnings.
The Group’s overall currency exposure has increased over time as operations
have become more global, with increased trade from Asia as well as a higher
proportion of sales outside Sweden — from Swedish subsidiaries but mainly
from foreign subsidiaries. The Group’s currency risk management policy pri-
marily focuses on transaction-related currency risks. Currency risks are
mainly managed by price adjuslmenis to customers and suppliers, and by
working to change the business’s operating terms by aligning revenues and
costs in currencies other than SEK with each other.

Currency Costs® Sales*
EUR 1,569 2,014
GBP 259 477
usbD 1,344 902
DKK 148 348
RMB 98 137
NOK 31 82
PLN 118 64
SGD 197 71
INR 22 44
RUB 9 27
TRY 8 38
RON 10 25
CZK 26 51
NTD 169 0
HUF 8 0
JPY 3 0
CHF 1 0

‘Expressed in SEK million at the average rate for 2020. Currency flows represent gross
flows, including intra-Group transactions
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Some 81 percent (74) of the Group’s total invoicing and 83 percent (76) of
its costs are in foreign currencies. Flow exposure in 2020 was marginally
hedged at fixed exchange rates.

During the financial year, the Group’s currency flows (excluding the report-
ing currency, SEK) were distributed as foltows (amounts in SEK million).

The company’s largest exposure is to the USD, as trade from Asia is largely
conducted in this currency, and to the EUR, as a large proportion of its Euro-
pean sales are in this currency.

Net assets in foreign subsidiaries correspond to investments in foreign cur-
rencies that give rise to translation differences when they are transtated to
SEK. Loans were raised in EUR, GBP and USD to reduce the effect of transla-
tion differences on the Group’s comprehensive income and capital structure.
Exchange-rate gains and exchange-rate losses on these loans are considered to
be effective hedges, as defined by IFRS, of translation differences and are rec-
ognised in other comprehensive income and the accumulated amount in
equity. During 2020 the Group had some of its lending in foreign currencies
with the aim of reducing the impact of currency exposure on Group’s equity
that originates from companies with net assets in the currency in question. The
effectiveness of the hedge is assessed when entering into a hedging relation-
ship. The hedged item and hedge instrument is then assessed regularly to
ensure the conditions satisfy requirements. Total borrowing in foreign curren-
cies defined as hedging instruments amounted to EUR 21 million (36) and
GBP 16 million (26), respectively, at 31 December 2020. For a specification
vefer to Note 37. Refer also to the consolidated statement of comprehensive
income and the consolidated statement of changes in equity.

Credit risk

Credit risk related to cash and cash equivalents, balances and credit exposures
are managed at the Group level. Credit risk retated to receivables outstanding
are managed by the company in which the receivable was created. The com-
pany conducts individual assessments of its customers’ credit ratings and credit
risks, including customers’ financial position, as well as previous experiences
and other factors. The management does not anticipate any losses due to miss-
ing payments from counterparties other than the amount reserved as “doubtful
debts.” Provisions are made for trade receivables and contract assets in accor-
dance with the Group’s loss risk provision model. The Group therefore makes
provisions for trade receivables based on the Group’s expected losses based on
a historic model of expected losses in each age category. Indications that spe-
cific impairment is required include the Group’s assessment that there is no rea-
sonable expectation of repayment since the debtor is failing to comply with the
repayment plan. When a debtor’s payments have fallen due by more than (80
days, halt of the value of the receivable is written oft'in line with the Group’s
foss risk provision model. When a debtor’s payments have fallen due by more
than 360 days, or when there is no reasonable expectation of repayment (for
example, bankruptcy) the full value of the receivable is written oft. For more
information about past-due receivables and multi-year history, see Note 21.

Financing, liquidity and capital

Financing risk is defined as the risk of being unable to meet payment obliga-
tions as a result of insufficient liquidity or ditficulties in obtaining financing.
Liquidity risk is managed by ensuring that the Group holds sufficient levels of
cash and cash equivalents and access to financing under credit facility agree-
ments. Executive management regularly monitors the need to refinance exter-
nal loans with the aim of renegotiating the Group’s credit facilities at least 12
months betore the maturity date.

The Group receives its primary financing from a bank under an SEK 2,200
million credit facility with a maturity in September 2022, The credit facility
was signed in September 2019. This credit is linked to certain borrowing terms
(known as covenants), which are detailed in Note 26.

At year-end 2020, the Group had a liquidity reserve in the amount of
SEK 1,242 million (666). The Group’s finance policy stipulates that the avail-



able funds, meaning cash and cash equivalents and available but unutilised
credits, must be greater than the Group’s standard expenses for 0.7 of a month.
On 31 December 2020, the liquidity reserve totalled 3.5 months’ standard
expenses for the Group.

The Group’s target for total capital structure is to secure the Group’s ability
to continue its operations, in order to generate returns for shareholders and
benefits for other stakeholders and to retain a solid capital structure to keep
capital costs low. Executive management regularly monitors the need to refi-
nance external loans with the aim of renegotiating the Group’s credit facilities
at least 12 months before the maturity date.

The Group has an equity/assets ratio of 39 percent (33), whereby the equity/
assets ratio is defined as recognised equity divided by total assets.

Equity/assets ratio I 2020 2019
Group |

Equity ] 1,931 1,750
Total assets ! 4,991 5,250

Equity/assets ratio

. 39%] 33%

The net debt/equity ratio as at 31 December 2020 amounted to 80 percent (118),
where the net debt/equity ratio is defined as net debt divided by recognised equity.

Debt/equity ratio [~ 20201 2019
Group [

Interest-bearing liabilities l 1,840 2,284
Cash | -292 ~216
Net debt 1,548 2,068
Total equity 1,931 1,750
Debtlequity ratio, % [ 80% { 118%

Classification of financial instruments
The following table shows the classification of financial instruments in the bal-
ance sheet for 2020 and 2019 (for definitions, see Note 2).

The maturity structure for existing borrowings is shown in Note 26. The
amounts do not include the current portion, which will mature within one year.
The overdraft facility normally matures within one year, but is usually
extended on the due date.

The table below illustrates the Group’s financial liabilities categorised by
time left to maturity as per balance-sheet date. The amounts shown in the table
are the contractual undiscounted cash flows, including estimated future inter-
est payments.

Between

Within oneand  After five
On 31 December 2020 oneyear five years years
Bank loans and overdrafts 9 1,467 —
Interest 29 22 —
Lease liabilities 87 239 51
Liabilities for additional purchase
considerations 79 213 40
Trade payables 454 — —
Total I 658 1,941 91

Between

Within oneand  After five
On 31 December 2019 oneyear five years years
Bank loans and overdrafts 61 2,065 —
Interest 39 68 —
Lease liabilities . 106 251 81
Liabilities for additional purchase i
considerations 44 325 40
Trade payables 410 —_ —
Total 660 2,709 121

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Financial instruments

IFRS 13 Fair Value Measurement is applied. The Group’s borrowings mainly
take the form of credit facilities with long-term credit but short fixed-rate peri-
ods. Consequently, it is the assessment that the fair value is essentially consis-
tent with the carrying amount.

Interest-rate risk

Changes in interest rates have a direct impact on the Group’s earnings, while
their impact on the overall econonty also produces an indirect effect. The
Group’s bank loans at the end of the year had an average remaining fixed-rate
period of three months.

Sensitivity analysis

Significant factors affecting the Group’s earnings are described below. The
assessment is based on year-end values, assuming all other factors remain
constant.

Fluctuations in sales prices are the variable that has the greatest impact on
earnings, with a change of +/~1 percent on resale prices affecting operating
profit by about SEK 48 million (43).

Volume changes and sourcing prices affect Bufab’s earnings. A 1-percentage
point change in volume has an effect on earnings of about SEK 15 million (13),
while a 5-percentage point change has an effect of about SEK 75 million (65) on
operating profit. A 1-percentage point change in merchandise sourcing prices
has an effect on earnings of about SEK 30 million (26), while a 5-percentage
point change has an effect of about SEK 150 million (130) on operating profit.

Payroll costs represent a large proportion of the Group’s cost base. A 1-per-
centage point increase affects operating profit by about SEK 6 million (6).

The Group’s net debt was SEK 1,546 million (2,068) on the balance-sheet
date. A one percentage point change in the market rate for the closing net debt
has an effect on profit after financial items of SEK 15 million (21).

The Group has considerable net currency exposure in terms of translation
and transaction effects to the USD, which is related to the company’s opera-
tions in North America and trade with Asia, particularly China and Taiwan.
Local prices in Asia are largely set on the basis of the USD level. A one per-
centage point strengthening of the USD against the SEK, with all other vari-
ables held constant, has a negative impact of SEK 4 million (reg: 5) on operat-
ing profit. In a similar way, a five percentage point strengthening of the USD,
with all other variables held constant, has a negative impact of SEK 20 million
(neg: 25) on operating profit.

The Group currency exposure to EUR in terms of transaction and transla-
tion effects is also substantial. Exposure to the EUR is primarily due to the
fact that the Group’s invoicing in Europe is largely in this currency. A one per-
centage point change in the EUR, with all other variables held constant, has a
positive impact of SEK 4 million (4) on operating profit. In a similar way, a
five percentage point strengthening of the EUR, with all other variables held
constant, has a positive impact of SEK 20 million (20) on operating profit.

The Group currency exposure to GBP in terms of transaction and transla-
tion eftects is also substantial. Exposure to the GBP is primarily due to the fact
that the Group’s invoicing in the UK is largely in this currency. A one percent-
age point change in the GBP, with all other variables held constant, has a posi-
tive impact of SEK 2 million (2) on operating profit. In a similar way, a five
percentage point strengthening of the GBP, with all other variables held con-
stant, has a positive impact of SEK 10 million (10) on operating profit.

The Group’s currency effects with regard to translation effects in foreign
net assets is significant, primarily in GBP, EUR and USD. A one percentage
point change in the EUR, GBP and USD, respectively, would, notwithstanding
any hedges and all other variables held constant, yield a positive impact on the
Group’s equity of SEK 6 million, SEK 5 million and SEK 1 million, respec-

' tively. A five percentage point change in the EUR, GBP and USD, respectively,

would, notwithstanding any hedges and all other variables held constant, yield
a positive impact on he Group’s eyuily of SEK 30 miltion, SEK 25 miilion and
SEK 5 million, respectively. For information on the hedging of foreign net
assets, see Note 37.
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Financial assets measured at Financial assets measured at
Assets, 2020 amortised cost fair value Total
Financial assets I 8 - — 8 I
Current assets ’ : ' — |
- Trade receivables | 772 — 772 |
- Other receivables l 53 —_ 53 I
— Cash and cash equivalents E . 292 - 292 ]
Total current assets [ 1,417 — 1,117 |
Tota! assets L_________ . _112s]
Financial liabilities at Financial liabilities at
Liabilities, 2020 amortised cost fair value Total
Non-current liabilities and provisions l I
- liabilities for contingent considerations l — 55 55 |
- non-current liabilities and considerations | 1,689 : - " 1,689 l
Non-current liabilities and considerations I 1,689 55 1,744 ]
Current liabilities and provisions
— Trade payables 454 — 454
- Interest-bearing liabilities 95 — 95 ]
- liabilities for contingent considerations — 79 79
Total current liabilities l 549 79 628
Total liabilities | 2p s 2372
Financial assets at Financial assets measured at
Assets, 2019 amortised cost fair value Total
Financial assets 9 — 9
Current assets
- Trade receivables 730 — 730
- Other receivables 46 — 46
- Cash and cash equivalents 216 — 216
Total current assets 992 - 992
Total assets 1,001 — 1,001
Financial liabilities at Financial liabilities at
Liabilities, 2019 amortised cost fair value Total
Non-current liabilities and provisions
- liabilities for contingent considerations — 105 105
- non-current liabilities and considerations 2,004 — 2,004
Non-current liabilities and considerations 2,004 105 2,109
Current liabilities and provisions
- Trade payables 410 — 410
- Interest-bearing liabilities 175 — 175
— liabilities for contingent considerations _ 44 44
Total current liabilities 585 44 629
Total liabilities 2,738 2,738

NOTE 4

SIGNIFICANT ESTIMATES AND ASSESSMENTS

Accounting estimates and assessments are evaluated regularly. They are

with the actual outcome. Estimates and assumptions which involve consider-

largely based on historical experience and other factors, including expecta- able risk of material adjustments to the carrying amounts of assets and liabili-
tions about future events that are considered reasonable in the present circum- ties during the next financial year are described below.

stances. The Group makes judgements and assumptions concerning the future. The assumptions made in connection with goodwill impairment testing can
These result in accounting estimates, which, by definition, rarely correspond be found in Note 16.
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[nventories represents a significant item in the Group’s balance sheet. At 31
December 2020, inventories amounted to SEK 1,316 million (1,494), net, after
deductions for obsolescence of SEK 102 million (108).

The policies for recognising inventories are presented in Note 2,

The risk of obsolescence is taken into consideration in conjunction with
establishing the value of inventories. Bufab appties a Group-wide policy for
determining obsolescence, which considers to turnover rate of the individual
items and forecast sales volumes. Accordingly, the size of the obsolescence
reserve is thus sensitive to changes in forecast sales volumes.

Bufab has been ordered to carry out surveys of environmental pollutants at
an industrial property. See also Note 31.

Bufab has an ongoing discussion the Tax Agency regarding a deduction
denied by the Agency of incoming VAT on certain costs that arose in
2015-2018. See alsa Note 31.

Right-of-use assets and lease liabilities represent a significant item in the

NOTE 5

INFORMATION ON OPERATING SEGMENTS

Segment reporting is prepared in accordance with IFRS 8. Operating seg-
ments are reported in a manner consistent with the internal reporting provided
to the chief operating decision maker. The chief operating decision maker is
the function that makes decisions about resources to be allocated to the operat-
ing segments and assesses their performance. For the Group, this function has
been identified as Group management. As described on page 10 of the Board
of Directors’ Report, a new segment structure was implemented as of 1 Janu-
ary 2020. The comparative figures have been restated to reflect this. Four oper-
ational segments have been identified in the Group, North, West, East and UK/
North America. This segment structure is consistent with the internal report-
ing. Segment North comprises Bufal’s operations in Sweden, Finland, Norway
and Denmark, as well as a purchasing office in China, which is affiliated to the
segment. The business mainly comprises trading companies, but also some

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Group’s balance sheet. In determining the lease term, management considers
all facts and circumstances that create an economic incentive to exercise an
extension option, or not exercise a termination option.

The policies for assessing option extensions are presented in Note 2.

[n conjunction with acquisitions, Bufab sometimes agrees on contingent
considerations. On 31 December 2020, the balance sheet included contingent
considerations of SEK 134 million. These are conditional upon the acquired
companies achieving a certain earnings growth over time. Liabilities in the
balance sheet pertaining to contingent considerations reflect the management’s
best assessment of the outcome.

If the company performs better or worse than the management’s assess-
ment, the difference is recognised in profit or loss.

Further information about the Group’s purchase considerations is presented
in Note 27 and Note 33.

manufacturing of particularly demanding components, Segment West com-
prises Bufab’s operations in France, the Netherlands, Germany, the Czech
Republic, Austria and Spain and comprises trading companies. Segment East
comprises Bufab’s operations in Poland, Hungary, Romania, the Baltic States,
Russia, Slovakia, Turkey, China, Singapore and other countries in Southeast
Asia, and [ndia and comprises trading companies. Segment UK/North Amer-
ica comprises Bufab’s operations in the UK, Ireland, the US and Mexico,
including the new acquisition of American Bolt & Screw Mfg. Corp. Common
overhead costs are distributed between the segments and are allocated on an
arm’s length basis. In Other, the Group’s two sourcing companies report
together with unallocated costs for the Parent Company and Group elimina-
tions,

Group North West East UK/North America Other Total
Income items I zozo| 2019 I 2ozo| 2019 l 2020] 2019 [ 2020] 2019 I zozol 2019 f 2020' 2019
Net sales | 2.005{ 1885 ] 1,028| 1155 | 715{ 723 | 1008 598 | 3} 8 | 4,756) 4,342
| I | l | | l | ! | | !
Operating profit/loss (EBITA) { 19| 174 ] 86} 99 | 103] 97 | 128] 47 | -22f -3¢ | 482 384
Amortisation of acquisition-related | l | I | l I ! l I ' l
intangible assets -12 -7 -1 -1 -2 -2 -15 -5 — — -30 -15
Financial items | — - -l — | —| — 1 —| — | | — | -e0] -42
Profit after financial items | —— -1 =1 -1 =1 . =1 -] — 1 =1 =1 391} 326
Taxes { =1 -1 =1 -1 =1 =i =1 =1 =& =1 -s2] -3
Profit for the year | = -1 =1 =} - =1 —1 -] = — | 200} 253
| | | | | i | | | |
Non-current assets? 426) 478 |__79] 104 |__ 7] 70 185 225 | __16] 20 763) 897
Geographic distribution of r ,2020 i ] 2019
net sales and non-current assets ] Net sales Non-current assets 2} Net sales ? Non-current assets ?
Sweden | 1,471 3311 1,283 367
Denmark | 529 871 236 103
us | 522 118{ 84 152
UK { 481 68] 511 78
Other I 2,054 1601 2,235 197
[ 4,756 764 | 4,348 897

" No single customer accounts for 10 per cent or more of Group sales.
2 |ncludes intangible assets and property, plant and equipment excluding Goodwill.
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NOTE 6
EMPLOYEES, PERSONNEL EXPENSES AND FEES PAID TO DIRECTORS AND AUDITORS
Average number of employees 2020 % Male 2019 % Male
Parent Company '
Sweden 1 100% 1 R 100%
Total 1 100% 1 100%
Subsidiaries :
Sweden 380 76% 387 79%
Norway 17 76% 19 79%
Finland 55 76% 56 80%
Denmark 84 87% 40 88%
Germany 25 68% 27 74%
Poland 52 69% 53 72%
Austria ) 28 79% 28 82%
Czech Republic 22 59% 22 59%
Spain ’ ) 10 70% 1 55%
France 81 65% . 93 63%
Netherlands : 93 77% 94 79%
UK : 181 81% 200 79%
Slovakia 13 69% 14 64%
Estonia 13 46% - 13 46%
China 56 50% . 51 4%%
india 22 73% 24 71%
Taiwan 21 38% 23 52%
Romania 15 73% . 18 67%
Russia ' 15 53% 16 50%
Hungary 8 63% 9 67%
Singapore 60 52% 63 46%
North America ‘ 91 76% 24 79%
Other ' 9 100% . 10 80%
Total, subsidiaries R 1,351 73% 1,295 73%
GROUP TOTAL . 1,352_ 73% 1,296 73%
Board and senior executives 2020 % Female " 2019 % Female
Board ) 7 43% 7 43%
CEO and other senior executives ‘ 7 14% . 8 25%
Parent Company Subsidiaries Group total
Salaries, employee benefits and social security fees ‘ 72020 2019 2020 2019 2020 2019
Salaries and benefits excluding bonuses, etc. ) 6.1 6.0 601.7 549.4 607.8 5554
Bonuses, etc. : 18" 01 76, 5.2 9.4 5.3
Total salaries and other remuneration 79 61 609.3 554.6 \ 617.2 “ 560.7
Social security fees, excluding pension costs 27! 19 . 109.2 129.6 ! 111.9; 13156
Pension costs ) 11, 12 49.3 455 50.4" 46.7
Total social security fees : 38 31 158.5, 1754 162.3" 178.2
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2020 2019
Salaries and other remuneration categorised by country and among ) Otherl Other
Board members and CEO (senior executives) and other employees Management? employees Management” employees
Parent Company I '
Salaries and other remuneration, excl. bonuses etc. | 6.1 - 6.0 —_
Bonuses, etc. l - 1.8 —] 0.1 —
Total Parent Company { 7.9 —1 6.1 —
) |
Subsidiaries, Sweden [ i
Salaries and ather remuneration, excl. bonuses etc. } 12,5 169.6 ] 12.6 169.5
Bonuses, etc. I 24 —1i 0.4 —
Total subsidiaries, Sweden [ 149 169.6] 13.0 . 169.5
I !
Foreign subsidiaries { |
Salaries and other remuneration, excl. bonuses etc. f 36.1 383.71 326 3347
Bonuses, etc. 1 51 - | 4.8 —
Total foreign subsidiaries t 41.2 383.7 | 374 334.7
{
Group total | |
Salaries and other remuneration, excl. bonuses etc. I 54.6 553.3 1 51.2 504.2
Bonuses, elc. [ 9.3 —1 5.3 —
Group total I 63.9 553.31 56.5 504.2
"Includes current and former Board members, the CEO of the Parent Company and subsidiaries, as well as other senior executives in Group management.
{ 2020 ] 2019
. Other Other
Fee/Basic Variable benefits/ Fee/Basic Variable benefits/
Group salary remuneration remuneration Pension salary remuneration remuneration  Pension
Board of Directors | |
Bengt Liljedah! I 06 — - .y 0.2 — — -
Per-Arne Blomquist { 0.2 — —_ —l — — — —_
Hans Bjérstrand | 0.2 — — —| 0.2 — — —
Johanna Hagelberg | 0.2 - — —1 0.3 — — -
Anna Liliedahl | 0.2 — — .| 0.1 — — —
Eva Nilsagard | 0.3 — — —1 0.3 — — _
Bertil Persson | 0.2 — —_ —| - — — —
| |
Sven-Olof Kulldorff | 0.1 — — .| 0.4 — — —
Johan Sjé } 0.4 - — —| 0.4 — — —
Adam Samuelsson l — - — —1 0.1 — — —
Gunnar Tindberg | — — — ~| 0.1 — — —
| |
CEO [ |
Jérgen Rosengren I 40 1.8 0.4 11| 4.4 041 0.4 1.2
| ]
Other senior executives, 7 (7) people. I 12.5 3.5 1.6 4.6 ] 11.6 0.4 1.5 3.6

The Chairman is paid fees as resolved by the Annual General Meeting (AGM).

The AGM set the Chairman’s fees at SEK 0.5 million (0.5). Other Board mem-
bers shall receive a total of SEK 1.7 million (1.6) including fees for committee
work. Remuneration for the CEO and other senior executives comprises basic
salary, variable remuneration, other benefits and remuneration as well as pen-

sion. The term “senior executives” refers to the members of Group manage-
ment.

The variable remuneration received by the CEO and other senior executives
is based on the achievement of financial targets. For the CEQ, a basic salary of
SEK 4.0 million (4.4), variable remuneration of SEK 1.8 million (0.1) and pen-
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sion benefits of SEK 1.1 million (1.2) were expensed during the year. For other
senior executives, basic salaries of SEK 12.5 million (11.6) and variabte remu-
neration of SEK 3.5 million (0.4) were expensed. There were seven (seven)
other senior executives in 2020.

The CEO’s retirement age is 65. Pension costs are premium based and cor-
respond to 25 percent of basic salary paid. The company and the CEO have a
mutual period of notice of six months. The CEO is also entitled to severance
pay of 12 months’ basic satary if notice is initiated by the company. The retire-
ment age for other senior executives is 65, and their pension costs are also pre-
mium based. The company and other senior executives have a maximum
period of notice of 12 months when notice is initiated by the company and six
months when initiated by the employee.

! 2020'» 2019

Auditors' fees and remuneration

PricewaterhouseCoopers [ I
Audit assignment l 5 l 4
— of which to PricewaterhouseCoopers AB ' 2 | 2
Audit activities in addition to audit assignment [ 0 i 0
- of which to PricewaterhouseCoopers AB [ 0 I 0
Tax advice | o} 0
- of which to PricewaterhouseCoopers AB [ o 0
Other services | o} 4
- of which to PricewaterhouseCoopers AB [ 0} 0
Total | 5] 8
I !
Other auditors | ]

Auditing fees to others

Audit assignment refers to fees for the statutory audit, meaning the work that
was necessary in order to submit the audit report, as well as audit advisory ser-
vices provided in connection with the audit assignment.

NOTE 7
TYPES OF COSTS

NOTE 9
OTHER OPERATING EXPENSES

[~ 2020] 2019
Exchange-rate losses on operating l ]
receivables/liabilities -3 -38
Remeasurement of additional purchase l J
considerations — —_
Other | 171 -1
Total other operating expenses 20 -39
NOTE 10
DEPRECIATION/AMORTISATION OF
NON-CURRENT ASSETS

i 2020} 2019
Depreciation/amaortisation according to plan, { - I
by class of asset”
Other intangible assets . Z3a -19
Buildings -84 -69
Plant and machinery ! —26] -25
Equipment, toals and fixtures & fittings l - 40} -35
Total depreciation/amortisation I -183} -148

[ |
Depreciation/am'ortfsation according l l
to plan, by function
Cost of goods sold l —621 -55
Distribution costs [ —84! -61
Administrative expenses i . -38 | -32
Total depreciation/amortisation L__ -183 ] -148

* Depreciati isation includ fon on right-of:

NOTE 11
INTEREST AND SIMILAR INCOME

assets relating to leases. Refer to Note 19,

20201 2019 [ 2020} 2019
Materials purchased, including costs of delivery [ . 3,024 l 2,730 Exchange-rate differences l 0| 4
Salaries, including social security contributions  § 822 l 795 Interest income, other I - ,3] 3
Depreciation | 183 148 Total L.___g_l 7
Other | 329] 346
Total operating expenses L4359 4,019 NOTE 12

INTEREST AND SIMILAR EXPENSES

NOTE 8 [ 2020} 2019
OTHER OPERATING INCOME Interest expenses, lease liabilities ] 12} -1

r"'—z‘a‘m 2019 Interest expenses, other i -47 | -38
Capital gain on sale of property, plant and Exchange-rate differences I _4| -
equipment [ _—! — Other l. —] —
Remeasurement of additional purchase l | Total Lw -63 | -49
considerations 15 —
Exchange-rate gains on operating ,
receivables/liabilities — 29
Government grants received | 271 —
Other § 13| 10

Total other operating income
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EXCHANGE-RATE DIFFERENCES AFFECTING

PROFIT/LOSS ITEMS
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[~ 2020] 2019
Exchange-rate differences affecting operating
profit -3 -6
Exchange-rate differences on financial items I -4 4
Total L -7 -2
NOTE 14
TAX ON PROFIT FOR THE YEAR

[ 2020] 2019
Current tax l
Current tax for the year { -105 -73
Current tax for previous years I — —
Total | -105 -73

|
Deferred tax expense (=} / income (+) I
Deferred tax income on temporary differences I 14 0
Total | .. 14 0
Recognised tax expense [__ -92 -73
Reconciliation of effective tax [___-2_0-56-! 2019
Profit before tax ] 391 326
Tax according to Parent Company'’s I
applicable rate -84 -70
Effect of foreign I
subsidiaries’ tax rates -9 -2
Effect of non-deductible expenses -1 -1
Revaluation of loss carry-forwards/temp.
differences 2 0
Recognised tax expense -92 -73
Effective tax rate -24% 22%
NOTE 15
EARNINGS PER SHARE

2020 2019

Profit after tax 299 253
Estimated average number of ordinary shares
outstanding before dilution 37,195 37,365
Earnings per share before dilution, SEK 8.04 6.77
Estimated average number of ordinary shares
outstanding after dilution 37,564 37,624
Earnings per share after dilution, SEK 7.95 6.75
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NOTE 16
INTANGIBLE ASSETS

Goodwill Other intangible assets

| 31Dec2020] 31Dec2019 | 31Dec2020| 31Dec2019
Accumulated cost ] | | )
At beginning of year I 1,814 1,139 1 321 127
New purchases for the year 1 - — 1 5 —
Reclassifications | — ‘ — l : 1 —
New purchases through acquisitions | — 670 | — 194
Divestments and disposals I —_— - ' -3 -
Exchange-rate differences for the year [ -94 5 Co—22f —
Atyear-end 1,720 1,814 312] 321
Accumulated amortisation according to plan and impairments | |
At beginning of year T 244 I -43 469] -44
Amortisation according to plan for the year . — -34, -15
New purchases through acquisitions } — —_ — -10
Divestments and disposals ! — — 3 —
Amortisation in acquired companies ! — — l —_ ~1
Exchange-rate differences for the year [ 0 -1 [ 4 1
Atyear-end j -44 -44 | —96} -69

| i l
Carrying amount at beginning of period { 1,096] 1,096 f 252 ] 83
Carrying amount at end of period L1677 1,771 | 216 252

Bufab tests goodwill for impairment requirements on an annual basis.

The Group’s goodwill has been allocated to its lowest cash-generating
units. This means that SEK 873 million (886) is attributable to segment North,
SEK 194 million (202) to segment West, SEK 118 million (130) to segment
East and SEK 491 million (553) to segment UK/North America.

Segment North comprises two cash-generating units with goodwill of SEK
262 million (270) and SEK 611 million (616), respectively. Segment West com-
prises one cash-generating unit with goodwill of SEK 118 million (130). Seg-
ment East comprises two cash-generating units with goodwill of SEK 74 mil-
lion (82) and SEK 44 million (48), respectively. Segment UK/North America
comprises two cash-generating units with goodwill of SEK 336 million (383)
and SEK 155 million (170), respectively.

Since acquired units are integrated into Bufab’s business model and
exposed to similar risks, the same assumptions apply to all cash-generating
units.

The recoverable amount for the cash-generating units was determined by
calculating the value in use by way of discounting future cash flows.

The calculations were based on the company’s budget and financial plans
for 2021-2023, as approved by executive management and the Board. The
plans for these years are detailed. The key components of cash flow are sales,
gross margin and the various operational costs as well as investments in work-
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ing capital and non-current assets. The growth assumptions presented in the
budget and financial plans during the forecast period is based on the Group’s
past organic growth and performance in the market segments in which Bufab
is active. Since the aperations are deemed to be in a phase that is representa-
tive for the long perspective, the third year of the financial plan is extrapolated
with an estimated growth rate and inflation rate of 2 (2) percent.

Expected future cash flows according to these assessments form the basis
for the estimates. Changes in working capital and investment needs were also
taken into account. The present value of the forecast cash flow was calculated
using a discount rate of 8.0 percent (7.5) after tax.

Impairment testing was conducted in conjunction with the annual accounts
on 31 December 2020 and was addressed by the company’s Board. No impair-
ment requirement was indicated in this test.

Executive management conducted a number of calculations based on rea-
sonable potential changes in significant assumptions concerning the discount
rate, growth and gross margins.

A change in the discount rate to 9.5 percent after tax would not result in any
impairment requirement of the Group’s recognised goodwill. The Group’s
budget and business plans during the forecast period include increases in sales,
gross margin, earnings and cash flow. Nor would an assumption of growth of
0 percent result in any need for impairment ot goodwill.



NOTE 17
PROPERTY, PLANT AND EQUIPMENT

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Equipment, tools

Land and buildings Plant and machinery and fixtures & fittings

| 31Dec2020] 31Dec2019 [ 31Dec2020f 31Dec2019 f 31Dec2020f 31 Dec 2019
Accumulated cost I ] I ] t I
At beginning of year § 36 29 | 325| 291 | 3071 223
New purchases for the year 1 3 | — 12 I 33 [ 32| 25
New purchases through acquisitions { of 7 1 —1 — 1} -1 57
Divestments and disposals i -4 — 1 -10] — 1 -4 -6
Reclassifications } —1 — 1 —i — ] 2 3
Exchange-rate differences for the year l -1} — I -1 1 i -16] 4
Atyear-end } 33 36 | 326} 325 | 321] 307

[ ! ! i - !
Accumulated depreciation according to plan | | ] i | |
At beginning of year ! 5] -7 | -187} -164 | ~226 | -184
Divestments and disposals [ — — | 9l — | 2| —
Amortisation according to plan for the year | -2 -2 ] —24] 24 | -24 ] -20
Amortisation in acquired companies [ Y| -5 | —i —1 — -45
Exchange-rate differences for the year i 1] — | 1 1 11 3
Atyear-end [ -12§ -14 | —201] -187 | - -237] -226

| i | | | |
Carrying amount at beginning of period | 21] 21 [ 7 138] 127 | 81] 59

Carrying amount at end of period

S 1

NOTE 18

22 | _1_35_] 138 | _84] 81

WORK IN PROGRESS AND ADVANCES FOR PROPERTY, PLANT AND EQUIPMENT

Property, plant
Intangible assets and equipment

| 31Dec2020f 31Dec2018 | 31Dec2020| 31 Dec2019

At beginning of year | 1] — | 1 14
Reclassifications | =11 | — | 11 ~3
Investments ] —| 1 14] —

Carrying amount at end of period

NOTE 19
RIGHT-OF-USE ASSETS AND LEASE LIABILITIES

The amounts related to leases recognised in the balance sheet were as follows:

l 2020 l 2019

L | n [ 14 1

Renegotiated contracts or option extensions exercised have had an impact on
right-of-use assets and lease assets of SEK 5 million (56).
For information about the interest expense and duration of the leases, see

Properties f 275 | 351 Notes 12 and Note 3, respectively.
Machinery | 1] 2
Equipment and other | 8 7 Reported amount in income statement
Vehicles |‘ 20 22 The amounts related to leases recognised in the income statement were as fol-
Total assets with right-of-use | 304] 32 lovs

| [ 2020 2019
Lease liabilities Amortisation of right-of-use assets
Current | T 87 99 Properties - =83 -68
Non-current N 239} 303 Machinery -1 -1
Total lease liabilities . 1 326 " 402 Equipment and other ’ | -3 -3

Vehicles S | 12 12

In 2020, additional right-of-use assets amounted to SEK 34 million (114), SEK Total amortisation of right-of-use assets FYYE “84

0 million (62) of which from company acquisitions,
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NOTE 20 NOTE 24
OTHER NON-CURRENT RECEIVABLES PENSION OBLIGATIONS, INTEREST-BEARING
[ 31Dec 2020] 31 Dec 2019 31 Dec2020| 31 Dec 2019
Accumulated cost 1 ] FPG/PRI { 271 27
At beginning of year l 9] 5 Retirement pension, foreign companies | - 1] 10
Investments for the year i =] 4 Total L - 38§ 37
Exchange-rate differences | -1 —
. - o1 The assumptions in the table below are used to measure the pension obligation
Carrying amount at year-end i ) 8 | 9 i
under defined-benefit pension plans.
NOTE 21 Sweden
PAST-DUE RECEIVABLES {.31.0ec2020] 31Dec 2019
31 Dec2020] 31Dec2019  Discountrate I 11%4 14%
Rat laryi " — —
Number of days past due | o 1 ate of salary increase l I
g flati 1:5% 1.79
30-90 days I 33} 47 Infiation O | %
91-180 days | 3 6 )
181-360 days I 2 I 3 ] Other countries
| .31 Dec 2020] 31 Dec 2019
More than 360 days | 3] 4 |
H 0 0
Carrying amount at year-end ] 41| 60 Discount rate ! 1'.6 %, 1.6%
P Rate of salary increase? { 2.2% | 2.5%
Provision in balance sheet -~
for doubtful debts 6 9 Inflation I 1 .8%_{ 2.0%
"in the Swedish companies, the FPG/PRI pension plans are closed. The benefits are
Bad debt losses 2020 2019 instead financed through insurance with Alecta. This assumption is not used for this
reason.
Costs of bad debt losses I l
affecting profit for the year 3 2

Total

L3

Over the past five years, realised bad debt losses amount to approximately

0.1 percent of each year’s net sales.

NOTE 22
PREPAID EXPENSES AND ACCRUED INCOME

31 Dec 2020 31 Dec 2019
Rent | : 3] 6
Insurance [ R 3 ‘ 3
Licences i <. 3] 4
Other prepaid expenses I . 21 | 12
Carrying amount at year-end l ) 30§ 25

NOTE 23
EQUITY

For a specification of the number of shares outstanding, refer to Note 8 for the

Parent Company
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Total costs for pension costs recognised
in profit or loss (SEK million)

l 2020 I 2019

Costs relating to
defined-benefit plans:

Service costs for
current year

Costs relating to
defined-benefit plans

Costs relating to defined-

Interest on obligations t
contribution plans l

49 l 46

Total costs recognised .
in profit or loss 50 47

Post-employment benefits are settled mainly by payments to insurance compa-
nies or agencies which then assume the obligations to the employees (defined-
contribution pensions). The remainder are settted under defined-benefit plans,
meaning that the obligations remain in the Bufab Group. The largest defined-
benefit plan is in Sweden (FPG/PRI). The company’s costs and the value of the
outstanding obligations under defined-benefit plans are measured using actu-
arial calculations designed to determine the present value of the obligations.
Interest and the expected return are classified as finance costs.

Other expense items are recognised in operating profit under cost of
goods sold, distribution costs or administrative expenses, depending on the
employee’s function.



NOTE 25
DEFERRED TAX ASSETS AND DEFERRED TAX LIABILITIES

[ 31Dec2020 | 31 Dec 2019

Deferred Deferred Deferred Deferred
tax assets tax liabilities | tax assets tax liabilities

Machinery and !

equipment — 15 — 21
Tax allocation l

reserve —_ 24 — 25
Intangible assets } . ) 50{ — 65
Other ! 18 51 17 8
Loss carry-forwards | 1 —i 1 —
Total l 29 94 28 19

Tax-loss carry-forwards are recognised as deferred tax assets insofar as it is
probable that they can be credited against future taxable profits. According to
current plans, all companies’ earnings in the coming years will enable the
Group to utilise the recognised tax asset that exists. The Group has no signifi-
cant loss carry-forwards that were not taken into account in its financial state-
ments. The provision for deferred tax for intangible assets is attributable to the
tax effect of consolidated remeasurement of assets to fair value.

NOTE 26
NON-CURRENT INTEREST-BEARING LIABILITIES

‘31 Dec 2020 | 31 Dec 2019

Amount of liability items expected to be settled

one-five years after balance-sheet date 1,467 1,769
Amaunt of liability items expected to be settled | |

more than five years after balance-sheet date — —_
Total | 1,467 | 1,769

Of the Group’s non-current interest-bearing liabilities, SEK 1,428 million
(1,769) stem from credit from Svenska Handelsbanken and the remaining
amount from other credit institutions. The Group must fulfil specific borrow-
ing terms (covenants) required by external creditors, including equity/assets
ratios and the ratio between operating profit before depreciation/amortisation
and impairment, and net debt. These covenants were fulfilled throughout the
financial year. On the balance-sheet date, the average interest rate on the
Group’s non-current liabilities was 2.0 percent (2.1).

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 27
LIABILITIES RELATING TO ADDITIONAL
PURCHASE CONSIDERATIONS
[ 2020} 2019

Carrying amount at beginning of year i 409 I 47
Additional purchase considerations for l !
acquired companies — 400
Paid additional purchase I
considerations for acquired companies -23 -30
Remeasurement of liability for
additional purchase considerations -15 -8
Exchange-rate fluctuations | -39} —
Carrying amount at year-end ! 332| 409
- of which recognised as ]

“Other current liability” 79 44

- of which recognised as

“Other non-interest-bearing liabilities” L zsal 365

Additional purchase considerations are related to acquisitions carried out in
2017-2019. For more information, see Note 33. Liabilities relating to additional
purchase considerations are remeasured on an ongoing basis by management
at an estimated fair value based on the acquired companies’ earnings perfor-
mance, established budget and business plans and forecasts. This means that
the measurement of fair value is essentially based on unobservable input data
(Level 3 according to the definition in IFRS 13).

Total additional purchase considerations outstanding amounted to SEK 332
million on 31 December 2020, of which SEK 198 miillion is unconditional and
SEK 134 million contingent considerations. Liabilities for additional purchase
considerations are, in all material respects, in USD and DKK. The additional
purchase considerations recognised as a liability fall due for payment between
2021 and 2029.

NOTE 28
PLEDGED ASSETS

31 Dec 2020 | 31 Dec 2019
Floating charges J 2571 257
Shares in subsidiaries i 1,910] 1,761
Total | 2,167 | 2,018
NOTE 29

OVERDRAFT FACILITIES

{31 Dec 2020 31 Dec 2019
Credit limit granted i 1361 156
Unutilised portion l 129 -96

I 7] 60

Credit amount utilised

NOTE 30
ACCRUED EXPENSES AND DEFERRED INCOME

31 Dec 2020 I 31 Dec 2019

Accrued salaries incl. holiday pay l 79| 81
Accrued social security contributions ] -23] 22
Other items } 93 61
Total . 195 . 164

Bufab Annual Report 2020 | 41



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 31
CONTINGENT LIABILITIES
'31 Dec 2020 | 31 Dec 2019

Environment i .30 30

VAT i 16 16

Other contingent liabilities ; 5 5
i AR

Total AR 51

Environment

In accordance with an injunctive order, the company conducted environmental
investigations at a property where a subsidiary had been engaged in manufac-
turing until 1989, which was prior to the subsidiary being acquired by Bufab.
The investigations revealed traces of environmental pollution. In light of the
investigations performed, it is probable that the subsidiary's operations caused
the pollution at this property. The legal and technical experts engaged in this
case believe that it is probable that the municipality will order the subsidiary to
carry out remediation measures, although the extent of these measures is not
known.

On the termination of a lease agreement in 2013, Bufab also conducted an
environmental investigation at another property. In order to obtain an over-
view of environmental issues relevant to the Group, Bufab also conducted an
environmental audit in 2013, and where necessary an environmental engineer-
ing survey, of all properties where Bufab has previously engaged in manufac-
turing. The investigations have shown traces of pollution in two additional
cases. If any link were established between this pollution and Bufab’s opera-
tions, it would be the result of working and production methods that ceased to
be used in the 1980s or earlier. Based on the investigations, it is Bufab’s
assessment that the identified pollution may have been caused by activities
conducted by parties other than Bufab. However, the legal liability issue is dif-
ficult to assess and it is not inconceivable that Bufab could be required to
implement remediation measures. During the year, meetings were held with
relevant authorities and the assessment is that further investigations may need
to be conducted in the next few years at the initiative of Bufab or other parties.
Having consulted technical and legal experts based on the information avail-
able when the financial report was issued, it is Bufab’s assessment that the
total cost of potential remediation measures arising from the identified envi-
ronmental pollution will not exceed a total of SEK 30 million during the next
decade.

VAT

In December 2019, the company received the Swedish Tax Agency’s decision
from a VAT audit conducted in one of the Group’s subsidiaries in Sweden. The
decision entailed that the Tax Agency denied deduction of incoming VAT on
certain costs that arose in 2015-2018. In conjunction with its tax tawyers,
Bufab decided to appeal the Tax Agency's decision. Since the company deems
that it is likely that appeal will be successful, the exposure (SEK 16 million)
was recognised as a contingent liability.

NOTE 32
RELATED-PARTY TRANSACTIONS

Related parties to the Bufab Group are primarily the senior executives. Remu-
neration of senior executives is presented in Note 6.
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NOTE 33

ACQUISITIONS

2020

The Group completed no acquisitions in 2020,

2019
During the 2019 financial year, two acquisitions were completed, HT BENDIX
A/S, in Denmark in July and American Bolt & Screw Mtfg. Corp. in North
America in November. HT BENDIX A/S is reported in segment North and
American Bolt & Screw Mfg. Corp. in segment UK/North America. Transaction
costs for these acquisitions amounted to SEK 12 million and are recognised in
the item administrative expenses in segment Other.

The amounts of the assets and liabilities included in the acquisitions were as
follows:

Final acquisition analysis of

American Bolt & Screw Mfg. Corp. Fair value
Intangible assets 98
Other non-current assets 59
Inventories 99
Other current assets 38
Cash and cash equivalents 20
Deferred tax liabilities -29
Other liabilities -142
Acquired net assets 143
Goodwill 394
Purchase consideration” 537
Less: cash and cash equivalents in acquired operations =20
Less: deferred purchase consideration -260
Less: conditional purchase consideration -52
Effect on the Group’s cash and cash equivalents 205

“The consideration is stated excluding acquisition expenses.

The purchase consideration for 100 percent of shares in the final acquisition
analysis of American Bolt & Screw Mfg. Corp. was SEK 537 million.

SEK 485 million is unconditional and SEK 52 million is conditional. The con-
ditional portion comprises an initial purchase consideration in conjunction
with the acquisition of shares for SEK 225 million and a deferred purchase
consideration of SEK 260 million, which essentially falls due for payment in
2023. The conditional portion of SEK 52 million comprises 16 percent of the
maximuin outcome of the additional purchase consideration and is subject to
the company’s future earnings performance up to and including 2023. The
acquisition has added SEK 63 million to the Group’s accumulated net sales
since the transfer. The net impact, after acquisition costs, on operating profit
was SEK -5 million and the effect on profit after tax was SEK -8 million. This
acquisition would have positively impacted the Group’s net sales by an esti-
mated SEK 500 million, EBITA by about SEK 46 million, operating profit by
about SEK 35 million and profit atter tax for the period by about SEK 18 mil-
lion had it been implemented on 1 January 2019. The acquisition analysis of
American Bolt & Screw Mfg. Caorp. is definitive.

Goodwill arising in connection with the acquisition is attributable to the
knowledge accrued in the acquired company and the established and consoli-
dated market positions and the anticipated profitability related to it.

The amounts allocated to intangible assets refer to customer relationships.
They were valued at the discounted amount of future cash flows and are amor-
tised on a straight-line basis over a period of ten years. Amortisation for the
year regarding intangible assets for acquisitions amounted to SEK 1 million
and annual future estimated amortisation amounts to SEK 10 million.



In 2020, SEK 8 million in additional purchase consideration was adjusted.
For more information, see Note 27 on liabilities relating to additional purchase
considerations.

Final acquisition analysis of HT BENDIX A/S Fair value
Intangible assets 88
Other non-current assets 20
Inventories . 113
Other current assets 18
Cash and cash equivalents 0
Deferred tax liabilities =21
Other liabilities -99
Acquired net assets 119
Goodwill 277
Purchase consideration® 396
Less: cash and cash equivalents in acquired operations 0
Less: conditional additional purchase consideration -88
Effect on the Group’s cash and cash equivalents 307

"The consideration is stated excluding acquisition expenses.

The purchase consideration for 100 percent of shares in the final acquisition
analysis of HT BENDIX A/S was SEK 396 million, of which SEK 308 million
was paid unconditionally and the remaining SEK 88 million is subject to condi-
tions. The conditional portion of SEK 88 million comprises 69 percent of the
maximum outcone of the additional purchase consideration and is subject to
the company’s future earnings performance up to and including 2023. The
acquisition has added SEK 204 million to the Group’s accumulated net sales
since the transfer. The net impact, after acquisition costs, on operating profit
(EBITA) from the date of the transfer of holdings was SEK 15 million and the
effect on profit after tax was SEK 7 million. This acquisition would have posi-
tively impacted the Group’s net sales by an estimated SEK 500 million, EBITA
by about SEK 47 million, operating profit by about SEK 38 million and profit
after tax for the period by about SEK 26 million had it been implemented on

I January 2019. The acquisition analysis of HT BENDIX A/S is definitive.

Goodwill arising in connection with the acquisition is attributable to the
knowledge accrued in the acquired company and the established and consoli-
dated market positions and the anticipated profitability related to it.

The amounts allocated to intangible assets refer to customer relationships.
They were valued at the discounted amount of future cash flows and are amoi-
tised on a straight-line basis aver a period of ten years. Amortisation for the
year regarding intangible assets for acquisitions during the year amounted to
SEK 3 million and annual future estimated amortisation amounts to SEK 9
miltion.

In 2020, SEK 15 million in additional purchase consideration was adjusted.
For more information, see Note 27 on liabilities relating to additional purchase
considerations.

NOTE 34

INCENTIVE PROGRAMME

Incentive programme 2020-2023

The Annual General Meeting on 21 April 2020 resolved to adopt a long-term
share-based incentive programme based on call options, comprising the CEO,
senior executives and other key employees within the Group. The programme
comprises a maximum of 350,000 call options, corresponding to approxi-
mately 0.9 percent of the total number of shares in the company. The purchase
price for the call options has been set, using a Black & Scholes valuation, at
SEK 12.12, corresponding to the market value of the options at the datc of
transfer. Each call option entitles the holder to acquire one share in Bufab
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during the period 15 May 2023-15 November 2023. The purchase price per
share is SEK 90.20, corresponding to 115 percent of the volume-weighted
average price paid for the company’s share on Nasdaq Stockholm during the
period 5 May 2020-11 May 2020. During 2020, a total of 258,450 call options
were subscribed for.

To encourage participation in the programme, the Board of Directors has
resolved on a subsidy in the form of gross salary additions to participants who
remain as employees of the company in 2023, which may correspond to not
more than the price paid for the call options.

To hedge Bufab’s delivery of shares, the Annual General Meeting also
resolved to authorise the Board of Directors to repurchase a maximum of
350,000 shares in the company, and approved the transfer of a maximum
of 350,000 of the company’s shares to the participants of the programme.

No shares were repurchased during the year of 2020.

Incentive programme 2019-2023

The Annual General Meeting on 25 April 2019 resolved to adopt a long-term
share-based incentive programme based on call options, comprising the CEO,
senior executives and other key employees within the Group. The programme
comprises a maximum of 350,000 call options, corresponding to approxi-
mately 0.9 percent of the total number of shares in the company. The purchase
price for the call options has been set, using a Black & Scholes valuation, at
SEK 9.04, corresponding to the market value of the options at the date of trans-
fer. Each call option entitles the holder to acquire one share in Bufab during
the period 15 August 2022-15 February 2023. The purchase price per share is
SEK 109.96, corresponding to 115 percent of the volume-weighted average
price paid for the company’s share on Nasdaq Stockholm during the period

14 August 2019 and 20 August 2019. During t2019, a total of 306,000 call
options were subscribed for.

To encourage participation in the programme, the Board of Directors has
resolved on a subsidy in the form of gross salary additions to participants who
remain as employees of the company in 2022, which may correspond to not
more than the price paid for the call options.

To hedge Bufab’s delivery of shares, the Annual General Meeting also
resolved to authorise the Board of Directors to repurchase a maximum of
350,000 shares in the company, and approved the transfer of a maximum of
350,000 of the company’s shares to the participants of the programme. During
2019, 302,252 shares were repurchased for the equivalent of SEK 31 million.

Incentive programme 2018-2021

The Annual General Meeting on 26 April 2018 resolved to adopt a long-term
share-based incentive programme based on call options, comprising the CEO,
senior executives and other key employees within the Group. The programme
comprises a maximum of 350,000 call options, corresponding to approxi-
mately 0.9 percent of the total number of shares in the company. The purchase
price for the call options has been set, using a Black & Scholes valuation, at
SEK 13.34, corresponding to the market value of the options at the date of
transfer. Each call option entitles the holder to acquire one share in Bufab
during the period 17 May 2021-15 November 2021. The purchase price per
share is SEK 133.90, corresponding to {15 percent of the volume-weighted
average price paid for the company’s share on Nasdaq Stockholm during the
period 26 April 2017 and 2 May 2018. During 2018, a total of 308,950 call
options were subscribed for.

To encourage participation in the programme, the Board of Directors has
resolved on a subsidy in the form of gross salary additions to participants who
remain as employees of the company in 2021, which may correspond to not
more than the price paid for the call options.

To hedge Bufab’s delivery of shares, the Annual General Meeting also
resolved to authorise the Board of Directors to repurchase a maximum of
350,000 shares in the company, and approved the transter of a maximum of
350,000 of the company’s shares to the participants of the programme. During
2018, 308,850 shares were repurchased for the equivatent of SEK 37 million.
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Incentive programme 2017-2020

The Annual General Meeting on 4 May 2017 resolved to adopt a long-term
share-based incentive programme based on call options, comprising the CEO,
senior executives and other key employees within the Group. The programme
comprises a maximum of 350,000 call options, corresponding to approxi-
mately 0.9 percent of the total number of shares in the company. The purchase
price for the call options has been set, using a Black & Scholes valuation, at
SEK 10.01, corresponding to the market value of the options at the date of
transfer. Each call option entitles the holder to acquire one share in Bufab
during the period 15 May 2020--15 November 2020. The purchase price per
share is SEK 120.40, corresponding to 115 percent of the volume-weighted
average price paid for the company’s share on Nasdaq Stockholm during the
period 8 May 2017-12 May 2017. During 2017, a total of 333,950 call options
were subscribed for.

To encourage participation in the programme, the Board of Directors has
resolved on a subsidy in the form of gross salary additions to participants who
remain as employees of the company in 2020, which may correspond to not
more than the price paid for the call options.

To hedge Bufab’s delivery of shares, the Annual General Meeting also
resolved to authorise the Board of Directors to repurchase a maximum of
350,000 shares in the company, and approved the transfer of a maximum of
350,000 of the company’s shares to the participants of the programme. During
2017, 333,950 shares were repurchased for the equivalent of SEK 31 million.

During the period 15 May 2020-15 November 2020, 213,968 options were
repurchased under prevailing market conditions based on an independent
external valuation using the Black & Scholes model. During the corresponding
period, 115,982 options were also redeemed for the same number of shares.

pr—

2020 2019

Average
exercise price
per call option

Average
exercise price
per call option

No. of options No. of options

On 1 January i 121.43 948,800 | 126.89 642,800
Allocated during the year { 90.20 258,450 | 109.96 306,000
Redeemed during the year || 120.40 -329,950 — —_
Forfeited during the year { 120.40 —4,000 — —
On 31 December L_.._.__._. 112.58 . - 873,300_] 121.43 948,800

r—%mo—n Stock options on
Incentive programme Date of allotment Maturity date  Exercise price | 31 December 2020} 31 December 2019
Incentive programme 2020-2023 11 May 2020 15 November 2023 90.20 } 258,450 —_
Incentive programme 2019-2023 15 August 2019 15 February 2023 109.96 I 306.0001 306,000
Incentive programme 2018-2021 17 May 2018 14 November 2021 133.90 | 308.850{ 308,850
Incentive programme 2017-2020 15 May 2017 15 November 2020 120.40 [ o - :[ 333,950
Total I 873,300] 948,800

Participant subsidy (gross salary bonus) ] 2020 l 2019

Cost of participant subsidy 3] 3

Total ‘ 3 l 3

NOTE 35

EVENTS AFTER THE END OF THE FINANCIAL YEAR
Bufab signs the Science-Based Targets Initiative for reducing
greenhouse gas emissions

On February 25, 2021 Bufab signed the international Science-Based Targets
Initiative (SBTI) as a part of its efforts to further reduce glabal greenhouse gas
emissions. The Group has thus committed to set targets that are aligned with
the Paris Agreement, intended to limit global warming to 1.5°C.

New financial Targets
On March 17, 2021 Bufab’s Board of Directors decided on new financial targets
for the period until 2025. The new financial targets are;
1. Profitable growth
Average annual increase of net sales by 10 percent and of earnings per
share by 15 percent, through both organic growth and acquisitions.
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2. Profitability
Achieve an annual operating margin (EBITA) of 12 percent latest by
2023.

3. Dividend
Dividend of 30—60 percent of annual net profit.

4. Financial stability
Net debt in relation to operating profit before depreciation and amortiza-
tion (ND/EBITDA) shall normatly be in the range of 2-3x.

De nya finansiella milen grundar sig dels p& Bufabs starka utveckling de
senaste 4ren, dels pd Bufabs nya strategi for Hallbart ledarskap.



s

NOTE 36
CHANGES TO BORROWINGS

Net debt

Net debt is an expression of how large the financial borrowing is in the
company in absolute figures after deductions for cash and cash equivalents.
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SEK million | 31Dec2020] 31 Dec2019
Non-current interest-bearing liabilities, excluding lease liabilities l 1,505[ 1,806
Non-current interest-bearing lease liabilities 239 f 303
Current interest-bearing liabilities, excluding lease liabilities 9 [ 76
Current interest-bearing lease liabilities | 87} 99
Less: Cash and cash equivalents I —2§2] -216
Less: other interest-bearing receivables | o} 0
Net debt on balance-sheet date [ 1,5_{%] 2,068

Non-current
interest-bearing

Current interest-
bearing liabitities,

Other interest-

Lease liabilities, exclud- excluding lease Cash and bearing
SEK miillion liabilities ing lease liabilities liabitities cash equivalents receivables Total net debt
Net debt on 31 December 2018 —_ 1,247 74 -144 — 1,177
Restatement on adoption of IFRS 16 Leases 300 —_ _ — —_ 300
Net debt on 1 January 2019 300 1,247 74 —-144 — 1,477
Additional leases 170 — — — — 170
Exchange-rate fluctuations 14 29 4 -4 — 43
Reclassifications - 33 — — - 33
Cash flow -82 497 -2 -68 - 345
Net debt on 1 January 2020 402 1,806 76 -216 —_ 2,068
Exchange-rate fluctuations -16 -48 -5 10 — -59
Additional leases 34 _ — - — 34
Cash flow -93 -253 -63 -86 — -495
Net debt on 31 December 2020 327 1,505 9 -292 — 1,549

NOTE 37

HEDGE OF NET ASSETS IN FOREIGN CURRENCY

The Group hedges portions of its net assets in foreign operations by borrowing
in foreign currency with the aim of reducing the impact of currency exposure

Hedged net investments in foreign operations in EUR

on the Group’s equity. During the year, no ineffectiveness was noted in hedg-
ing net investments in foreign operations.

i 31 Dec 20201

Reported amount bank loans SEK million ]' 210
Reported amount in hedged currency EUR million | 21
The hedged amount is substantially lower than the maximum hedgeable amount { |
Changes to the loan’s carrying amount due to fluctuations in currency during the year SEK million [ 8
Changes to the hedged item’s carrying amount due to fluctuations in currency during the year SEK million [ -8
Hedged net investments in foreign operations in GBP

Reported amount bank loans SEK million [ 180
Reported amount in hedged currency GBP million —16]
The hedged amount is substantially lower than the maximum hedgeable amount

Changes to the loan's carrying amount due to fluctuations in currency during the year SEK million | 18
Changes to the hedged item’s carrying amount due to fluctuations in currency during the year SEK million -18
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Parent Company income statement

SEK million Note [~ 2020| 2019
Administrative expenses : 2 I_ . i 18 -14
Other operating income | L7 6
Operating profitiloss ) 2 -9{ -7

Profit from financial items

Interest and similar expenses 3 . —_- —_
Earnings from shares in Group companies 4 : . e 150
Profit/loss after financial items -9 143
[

Appropriations 5 19 9
Tax on profit for the year 6 . -3 -1
PROFIT FOR THE YEAR 7 151
Statement of comprehensive income

SEK million [ 2020] 2019
Profit after tax P 7 151
Other comprehensive income — —
Total comprehensive income 7 151
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Parent Company balance sheet

SEK million Note [ 31Dec2020] 31 Dec 2019
ASSETS

Non-current assets

Financial assets

Participations in Group companies 7 845 845
Total financial assets | " 845 845
Total non-current assets | 84s 845

Current assets

Current receivables I

Receivables from Group companies 61 72

Other receivables 46 31

Total current receivables i 107 103
I

Cash and bank balances 0 0

Total current assets . 107 103

TOTAL ASSETS ' 952 948

EQUITY AND LIABILITIES

Equity 8 l

Restricted equity

Share capital 1 1

Other paid-in capital 4881 488

Unrestricted equity ,

Retained earnings I 355 190

Profit for the year 7 151

Total equity 851 830

Untaxed reserves 9 l 81 100
i

Current non-interest-bearing liabilities [

Trade payables I 0 1

Liabilities to Group companies 13 13

Accrued expenses and deferred income 10 R 7 4

Total current non-interest-bearing liabilities . 20:[ 18

TOTAL EQUITY AND LIABILITIES 952 948
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Parent Company statement of changes in equity

Other paid-in Retained Total
SEK million Share capital capital * earnings equity
Equity on 1 January 2019 1 488 312 801
Other comprehensive income — —_ 151 151
Transactions with shareholders
Issued call options — — 3 3
Repurchase of own shares — — -31 -31
Dividend to Parent Company shareholders — — -94 —94
Total transactions with shareholders 0 0 -122 -122
Equity on 31 December 2019 1 488 341 830
Other comprehensive income — — 7 7
Transactions with shareholders
Issued call options — — 3 3
Redemption of call options — — 10 10
Dividend to Parent Company shareholders — — — —
Total transactions with shareholders 0 0 13 13
Equity on 31 December 2020 1 488 362 851
* The Parent Company's restricted equity comprises share capital and SEK 32 miltion in other paid-in capital.
Parent Company cash-flow statement
SEK milllion Note [~ 2020} 2019
Operating activities 2
Loss before financial items -9} -7
Income tax paid : i .. .. -3 -1
Cash flow from operating activities before changes in working capital T T2y -8

| |

Cash flow from changes in working capital I' l
Increase (-) / decrease (+) in operating receivables { -3 -18
Increase (+) / decrease (-) in operating liabilities L 2 "
Cash flow from operating activities -13% -15
Financing activities
Dividends —] -94
Issued call options | 3 3
Repurchase of own shares I — =31
Redemption of call options l 10 -
Group contributions paid — -13
Dividends received } R 150
Cash flow from financing activities 13! 15
Cash flow for the year of 0
Cash and cash equivalents at beginning of year 0 0
Cash and cash equivalents at year-end L 9 0
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Notes to Parent Company financial statements

All amounts are in SEK million unless otherwise specified.
The figures in brackets indicate the preceding year’s values.

NOTE 1
SUMMARY OF KEY ACCOUNTING POLICIES

NOTE 3
INTEREST AND SIMILAR EXPENSES

The Parent Company applies the Swedish Financial Reporting Board’s recom- r_—_m 2019
meadation RFR 2 Accounting for Legal Entities. Under the recommendation,
the parent of a group which has voluntarily elected to apply IFRS/IAS in its interest expenses, other l - _l —
consolidated financial statements is, as a general rule, to apply the IFRS/IAS Total l______DJ 0
that are applied in the Group.

‘The Parent Company’s. pa'nici.pations i.n Group companies ére recognised NOTE 4
using the cost method. Distributions received are only recognised as revenue
if they are derived from post-acquisition earnings. Distributions received in EARNINGS FROM SHARES IN GROUP COMPANIES
excess of such earnings are regarded as a recovery of investment and are rec- I ’_m 2019
T Ghachortesconmtions e ecogaied sty i he st oquiy | 2003 L -] wo
andS :ree(:a‘:)ita;issed in the is:::ra’:il::\::sg :nsde partiiipayting inte:;f:?o :heequ ’ Total L______O_] 150
extent that impairment is not required. Group contributions are recognised as
appropriations in profit or loss. NOTE 5

APPROPRIATIONS
NOTE 2 [ 2020} 2019
EMPLOYEES, PERSONNEL EXPENSES AND FEES Reversal of tax allocation reserve, 2015 tax year | — 22
PAID TO DIRECTORS AND AUDITORS Reversal of tax allocation reserve, 2016 tax year I 20 —
The company has 1 (1) employee. Reversal of tax allocation reserve, 2017 tax year | 2]
Average number of employees | 2020] 2019 Transfers to tax allocation reserve, 2021 tax year | -3{ —
Female | —| — Group contributions received 1 —1 -
Male | 1} 1 Group contributions paid ! —i 13
Total ] 1§ 1 Total ] 19} 9
2020 | 2019
Salaries, employee Salaries Social Salaries Social NOTE 6
cecurty foes t boncite foes| benemia - tess |\ 0N PROFITFORTHE YEAR —
Salaries and remuneration r 2 0P
to Board and CEO l 7.9 36 6.1 31 Currenttax | |
(of which bonuses, etc) | 1.8 0.1 Current tax for the year I -3 il
(of which pension cost, I l Current tax for previous years | — | —
defined-contribution plans) 1.4¢ 1.2 Total l -3 I 1
Total 78 36 6.1 34
Sickness absence Reconciliation of effective tax r-m 2019
Sickness absence information is not disclosed since the Parent Company has Profit before tax | 1ol 152
fewer than ten employees. Tax according to Parent Company’s I
- applicable rate -2 -33

Auditors’ fees and remuneration { 2020 ] 2019 Effect of non-taxable income _]‘ 32
Ohriings PricewaterhouseCoopers AB | - Effect of non-deductible expenses -1} 0
Audit assignment ! 1 1 Tax for previous years -1 —

o 0

Audit assignment refers to fees for the statutory audit, meaning the work that

Other services

was necessary in order to submit the audit report, as well as audit advisory ser-
vices provided in connection with the audit assignment.

L -3

Recognised effective tax
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NOTE 7
PARTICIPATIONS IN GROUP COMPANIES
31 Dec 2020 ] 31 Dec 2019

Accumulated cost {
At beginning of year I . 845] 845
Total cost I 845} 845

Carrying amount at end of period

L 845] 845

Specification of Parent Company’s and Group's holdings of shares in Group companies [ - 31 Dec 2020 I 31 Dec 2019
Subsidiary / Corp. Reg. No. / registered office Holding®, % [Carrying amount] Carrying amount
Bufab International AB, 556194-4884, Virnamo 100% | " 8451 845
Bufab Sweden AB, 556082-7973, Varnamo 100% [ - |
Bufab Lann AB, 556180-8675, Varnamo 100% | I
Magnetfabriken AB, 559010-5614, Visteras 100% [ 1
Rudhdll Industri AB. 556265-0993, Gnosjd 100% | |
Hallborn Metall AB. 556096-5112, Gnosjd 100% | i
Ningbo Rudhall QLC Co. Ltd., Ningbo, CN 100% 1 - {
Bufab DK Holding ApS, CVR 40546529, Hellerup, DK 100% | 1
HT BENDIX A/S, CVR 34215685, Herning, DK 100% | . |
Bufab Benelux BV, 3117232260, Eindhoven, NL 100% | {
Bufab Danmark A/S, 157848, Albertslund, DK 100% | ]
Bufab Norge AS, 876612062, Oslo, NO 100% | ]
Bufab Hungary Kft, 13-09-143460, Budadrs, HU 100% 1 ]
Bufab Germany GmbH, 07229 / 21283, Mérfelden-Walldorf, DE 100% | ]
BUMAX AB, 556176-1957, Ashammar 100% 1 i
Bufab Poland Sp.z.0.0., KRS 0000036164, Gdansk, PL 100% § i
Bufab Austria GmbH, FN 266844 v, Vienna, AT 100% | |
Bufab CZ s.r.0., (IC) 25561260, Brno, CZ 100% ! i
Bufab Baltic OU, EE101042585, Keila, EST 100% | |
Bufab Spain SLU, ESB08464430, Terrassa Barcelona, ES 100% | I
Bufab Industries SAS, FR12353237431, Corbas Lyon, FR 100% | |
Bufab Fasteners Trading (Shanghai) Co Ltd, 310000400448552, Shanghai, CN 100% ! - l
Bufab Finland Oy, 2042801-2, Vantaa, F| 100% | |
Bufab India, U29299PN2008PTC131481, Pune, IN 100% | |
Bufab USA Inc, 26-2606492, New York, US 100% | I
Bufab Taiwan Co Ltd, 29002549, Kaohsiung City, TW 100% | |
Bufab Slovakia s.r.0., 31 639 291, Banska Bystrica, SK 100% ! |
Bufab Russia, INN7840408623, St Petersburg, RU 100% | 1
Bufab Turkey, 1880607929, Istanbul, TR 100% | |
Bufab Romania SRL, R025446590, Apahida Cluj, RO 100% | |
Bufab Irefand LTD, NI061428, Dundalk, NI 100% 1
Bufab Singapore PTE. Ltd, 2016141602, Singapore, SG 100% | {
Bufab Supply Chain Management Co., Ltd, 91330211, Ningbo, CN 100% | |
Flos B.V., 17062762, Eindhoven, NL 100% | ]
Apex Stainless Holdings Limited, 08403936, Rugby, UK 100% 1 i
Apex Stainless Fasteners Limited, 02631068, Rugby, UK 100% | |
Montrose Haldings Limited, 09731597, High Wycombe, UK 100% | i
Montrose Fasteners Limited, 02646431, High Wycombe, UK 100% | {
Thunderbolts Group Limited, 02841225, Southampton, UK 100% f i
Thunderbolts Fasteners Limited, 02841171, Southampton, UK 100% | |
Kian Soon Mechanical Components Pte. Ltd., 19870394 5H, Singapore, SG 100% | ]
Puresys Pte. Ltd., 201210504E, Singapore, SG 100% | 1
PT Kian Soon Hardware, 03-184-577-9-215-000, Batam, ID 100% | ]
Kian Soon Mechanical Components Sdn. Bhd., 1081316P, Penang, MY 100% | {
Kian Soon Mechanical Components Co., Ltd., 0105557000304, Samutprakan, TH 100% | |
Bufab USA Holding, Inc.20-197844524, Delaware, US 100% | |
American Screw & Bolt Mfg. Corp., 11-2328266, Ontario, California, US 100% 1
American Bolt De México, S. de R.L de C.v, ABM15061878A, Tijuana, MX 100% | l
Industrias Bufab de Mexico, S.a. de C.v., IBM170911RV6, Guadalajara, MX 100% | A
i . 845] 845

"Ownership of capital, which also corresponds to the percentage of votes for the total number of shares.
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NOTE 8
EQUITY
A total of 38,110,533 ordinary shares were issued on the balance-sheet date.

The shares had a quotient value of SEK 0.01436 on the balance-sheet date.

All issued shares have been paid for in full. On 31 December 2020, Bufab
had 829,070 repurchased shares held in treasury.

Inaccordance with the Group’s financial targets, as adopted by Bufab’s
Board of Directors, the regular dividend to shareholders is to correspond to
about 30-60 percent of the Group's profit after tax during the year. Exemp-
tions are permissible in exceptional circumstances. For example, in 2020 the
board decided not to propose any dividend for 2019, due to uncertainty pre-
vailing in connection with COVID-19 pandemic.

The Bufab Group's capital requirements, its profit, financial position, capi-
tal requirement, covenants and the prevailing cyclical conditions must also be
taken into account. No change has taken place in the Parent Company’s capital
management during the year.

NOTE 9
UNTAXED RESERVES

I 31 Dec 2020 | 31 Dec 2019

NOTES TO PARENT COMPANY FINANCIAL STATEMENTS

NOTE 11
PLEDGED ASSETS

31 Dec 2020 | 31 Dec 2019

Shares in subsidiaries 845 845
Total . 845 845
NOTE 12

CONTINGENT LIABILITIES
31 Dec 2020 § 31 Dec 2019

Tax allocation reserve, 2015 tax year - -

Guarantees to subsidiaries } 2,209 2,207
Total { 2,209 | 2,207

Guarantees to subsidiaries relates to subsidiaries’ liability in Svenska Handels-
banken.

NOTE 13
APPROPRIATION OF PROFITS

Proposed appropriation of profits SEK

The following earnings are at

Tax allocation reserve, 2016 tax year - 20 the disposal of the AGM:
Tax allocation reserve, 2017 tax year 30 32 Retained earnings 348,021,404
Tax allocation reserve, 2018 tax year 28 28
Tax allocation reserve, 2019 tax year 21 21 The Board of Directors and CEO propose
N 7 that the earnings be appropriated as follows:
Tax allocation reserve, 2021 tax year ' 3[ -
- A dividend of SEK 2.75 per share ta be paid
Total L______B_Ll 100 to shareholders 102,524,023
. To be carried forward 245,497,381
NOTE 10 Total 348,021,404

ACCRUED EXPENSES AND DEFERRED INCOME

['31 Dec 2020] 31 Dec 2019
Accrued salaries incl. holiday pay 4 2
Accrued social security contributions . 1 1
Other items ) 2 1
Total l 7 4
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The income statements and balance sheets will be presented
for adoption by the Annual General Meeting on 20 April 2021.
The undersigned certify that the annual report for the Group and the Parent
Company has been prepared in accordance with International Financial
Reporting Standards (IFRS), as adopted by the EU, and generally accepted

accounting policies, and gives a true and fair view of the financial positions
and results of the Group and the Parent Company, and that the Board of Direc-
tors’ Report gives a fair overview of the performance of the operations, finan-
cial positions and results of the Group and the Parent Company, and describes
substantial risks and uncertainties faced by the Group’s companies.

Varnamo, 17 March 2021

Bengt Liljedahl Hans Bjorstrand Per-Arne Blomgquist
Chairman of the Board Board member Board member
Johanna Hagelberg Anna Liljedahl Eva Nilsagard

Board member Board member Board member

Bertil Persson
Board member

Jorgen Rosengren
President and CEO

Our audit report was submitted on 17 March 2021
Ohrlings PricewaterhouseCoopers AB

Fredrik Goransson

Authorised Public Accountant

Auditor in Charge
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Auditor’s report

To the general meeting of the shareholders of Bufab AB (publ),
corporate identity number 556685-6240

Report on the annual accounts and consolidated accounts
Opinions

We have audited the annual accounts and consolidated accounts for Bufab AB
(publ), for the year 2020. The annual accounts and consolidated accounts of
the company are included on pages 9-52 in this document.

In our opinion, the annual accounts have been prepared in accordance with
the Annual Accounts Act and present fairly, in all material respects, the finan-
cial position of the parent company 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 accor-
dance 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 accordance
with International Financial Reporting Standards (IFRS), as adopted by the
EU, and the Annual Accounts Act. The statutory administration report is con-
sistent with the other parts of the annual accounts and consolidated accounts.

We therefore recommend that the general meeting of shareholders adopts
the income statement and balance sheet for the parent company and the group.

Our opinions in this report on the annual accounts and consolidated
accounts are consistent with the content of the supplementary report that has
been submitted to the Parent Company’s Audit Committee in accordance with
Article 11 of the Auditors Ordinance (537/2014).

Basis for Opinions
We conducted our audit in accordance with International Standards on Audit-
ing (ISA) and generally accepted auditing standards in Sweden. Our responsi-
bilities under those standards are further described in the Auditor’s Responsi-
bilities section. We are independent of the parent company and the group in
accordance with professional ethics for accountants in Sweden and have other-
wise fulfilled our ethical responsibilities in accordance with these require-
ments. This means that, based on our best knowledge and belief, no prohibited
services referred to in Article 5.1 of the Auditors Ordinance (537/2014) have
been provided to the audited company or, as the case may be, its parent com-
pany or its controlled company within the EU.

We believe that the audit evidence we have obtained is sufficient and appro-
priate to provide a basis for our opinions.

Our audit approach

Audit focus and 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 assump-
tions and considering future events that are inherently uncertain. As in all of
our audits, we also addressed the risk of management override of internal con-
trols, including among other matters consideration of whether there was evi-
dence of bias that represented a risk of material misstatement due to fraud.

AUDITOR'S REPORT

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 pro-
cesses and controls, and the industry in which the group operates.

When we designed our group audit strategy and group audit plan, we deter-
mined the degree of audit activities required by the group audit team, respec-
tive component auditors within the PwC network. As a result of the group’s
decentralised finance organisation, a significant portion of the group’s finan-
cial reporting is prepared in components outside Sweden. This implies that a
significant portion of the group audit is required to be executed by component
auditors working within the PwC network in other countries.

When we assessed the degree of audit activities required to be implemented
in the respective units, we considered the group’s geographical spread, the size
of the respective units, and the specific risk profile represented by the respec-
tive components. Against this background, we determined that a full audit was
10 be executed on, in addition to the parent company in Sweden, financial
information prepared by twelve significant subsidiaries (with registered offices
in a total of seven different countries).

For the components (18 units in 17 countries) where we have deemed that it
is not motivated to execute a complete audit, we have instructed the compo-
nent auditors to undertake specifically defined audit measures. For the other
units deemed individually to be of no significance to the group audit, the group
team undertook analytical procedures at group level.

In the case the component auditors execute work which is significant to our
audit of the group, we evaluate, in our role as group auditors, the need and
degree of involvement required in the work of the component auditors with the
aim of determining whether significant audit evidence has been obtained to
provide the basis for our opinion in the group’s Auditor’s Report.

Materiality

The scope of our audit was influenced by our application of materiality. An
audit is designed to obtain reasonable assurance whether the financial state-
ments 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 financial statements.

Based on our professional judgement, we determined certain quantitative
thresholds for materiality, including the overall materiality for the 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 procedures 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 professional judg-
ment, were of most significance in our audit of the annual accounts and con-
solidated accounts of the current period. These matters were addressed in
the context of our audit of, and in forming our opinion thereon, the annual
accounts and consolidated accounts as a whole, but we do not provide a sepa-
rate opinion on these matters.
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ey audit matter ) ’

Valuation of goodwill

At 31 December 2020, the group reported goodwill of 1,677 MSEK which
is divided between a total of seven cash-generating units, of which two
cash-generating units are attributable to segment North, two are attribut-
able to segment UK/North America, two attributable to East and one
attributable to segment West.

In accordance with IAS 36, the group tests, on an annual basis, the exis-
tence of an impairment requirement as regards reported goodwill. This
testing is undertaken per cash-generating unit and through the recoverable
value being calculated and compared with the carrying value of the opera-
tions.

The recoverable value is determined by company management on the
basis of a calculation of the cash-generating units’ capacity to generate
cash flow in the future.

The impairment tests are significant to our audit as goodwill represents
a major item in the balance sheet and, in addition, the impairment testing
implies that company management are required to undertake significant
estimates and judgements of the future.

Based on the group’s prepared impairment tests, no impairment require-
ment for goodwill was identified as at 31 December 2020.The most signi-
ficant assumptions applied in the impairment testing are described in
Note 16.

How our audit addressed the Key audit matter

QOur audit measures included an assessment of the cash flow calculations’
mathematical correctness and a reconciliation of the cash flow forecasts
against the 2021 budget adopted by the Board of the Directors and against
financial plans for 2021-2023.

We have evaluated and assessed the company’s valuation model to
determine if it is in accordance with generally accepted valuation tech-
niques.

We have challenged the company management regarding the reason-
ableness of the assumptions having the greatest effect on the impairment
testing, which includes the sustainable growth rate, sustainable gross
margin and the discount rate.

On the basis of our own implemented sensitivity analyses, we have
challenged company management’s assumptions and tested the margin
of safety and assessed the risk of an im-pairment requirement.

We have also assessed whether the company has provided sufficient
disclosures in the annual report regarding the assumptions which in the
case of a change could lead to an impairment of goodwill in the future.

Valuation of inventories
At 31 December 2020, the group reported inventories of 1,316 MSEK.

The valuation of inventories is significant to our audit as this valuation
includes a number of estimations and judgements and, in addition, the
value of the inventory is equivalent to a major portion (approximately 26%)
of the group’s total assets.

An important assessment which company management is required to
undertake in making a valuation of the inventory comprises of the group’s
capacity to sell its products in the inventory at a price in excess of acquisi-
tion cost and, in this context, consider the risk of obsolescence.

The risk of obsolescence is impacted by Bufab’s business model as an
important portion of the group’s client oftering is comprised of fulfilling
the clients’ needs regarding C-Parts quickly and cost effectively. Conse-
quently, and with the aim of meeting the clients’ requirements, Bufab can,
in cases, find it necessary to keep in stock significant quantities of articles
which reduces the turnover rate and increases the risk of obsolescence.

With the aim of identifying and calculating the consistency in the risk
of obsolescence, company management has adopted a group-wide obsoles-
cence policy. The obsolescence policy considers the individual articles’
turn- over rate which, together with assessed future sales volumes, com-
prises the basis on which company management can determine a reason-
able obsolescence provision.

The group’s principles for the valuation of inventory and reporting
of obsolescence are described in Note 2 on page 26 in the annual report.
Important estimations and judgements required to be undertaken by the
group in conjunction with the accounting of the inventory are found in
Note 4 in the annual report.

54 | BufabAnnual Report 2020

Our audit measures included an evaluation of the group’s principles for
calculating obsolescence in the inventory.

With the aim of assessing the reasonability of the company’s cbsoles-
cence provisions, we have instructed our component auditors to examine
and report back to the group team any possible deviations from the group-
wide obsolescence policy.

We have tested the reasonableness of the assumptions and judgements
made by company management regarding the saleability of articles with a
low turnover rate.

We have, on a sample basis, tested the mathematical correct-ness of the
company’s reports concerning obsolescence calcu-lations.

We have also discussed with management and examined minutes from
Board meetings and other management meet-ings with the aim of identify-
ing forecasted changes in the company’s sales which could result in inven-
tory items being obsolete.

Finally, we have evaluated to determine if the group has described, in an
appropriate manner, its principles for invento-ry valuation in the annual
report, including the estimations and judgements made to value the inven-
tory at 31 December 2020.



Other Information than the annual accounts

and consolidated accounts

This document also contains other Information than the annual accounts and
consolidated accounts which can be found on pages 1-8 and pages 62—68.
Other information also includes the remuneration report that we obtained prior
to the date of this auditor’s report. The Board of Directors and CEO 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, conclude
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 Directors and the Managing Director
The Board of Directors and the Managing Director are responsible for the
preparation of the annual accounts and consolidated accounts and that they
give a fair presentation in accordance with the Annual Accounts Act and, con-
cerning the consolidated accounts, in accordance with IFRS as adopted by the
EU and the Annual Accounts Act. The Board of Directors and the Managing
Director are also responsible for such internal control as they determine is nec-
essary to enable the preparation of annual accounts and consolidated accounts
that are free from material misstatement, whether due to fraud or error.

In preparing the annual accounts and consolidated accounts, The Board of
Directors and the Managing Director are responsible for the assessment of the
company’s and the group’s ability to continue as a going concern. They dis-
close, as applicable, matters related to going concern and using the going con-
cern basis of accounting. The going concern basis of accounting is however
not applied if the Board of Directors and the Managing Director intends to liq-
uidate the company, to cease operations, or has no realistic alternative but to
do so.

The Board’s Audit Committee shall, without affecting the other tasks and
responsibilities of the Board, monitor the company’s financial reporting,
among other things.

Auditor’s responsibility

Our objectives are to obtain reasonable assurance about whether the annual
accounts and consolidated accounts as a whole are free from material mis-
statement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with ISAs and generally
accepted auditing standards in Sweden will always detect a material misstate-
ment when it exists. Misstatements can arise from fraud or error and are con-
sidered material if, 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 annual
accounts and consolidated accounts is available on the Swedish Inspectorate
of Auditors’ website: www.revisorsinspektionen.se/revisornsansvar. This
description is part of the auditor’s report.

Report on other legal and regulatory requirements
Opinions
In addition to our audit of the annual accounts and consolidated accounts, we
have also audited the administration of the Board of Directors and the Manag-
ing Director of Bufab AB (publ) for the year 2020 and the proposed appropria-
tions of the company’s profit or loss.

We recommend to the general meeting of shareholders that the profit be

AUDITOR'S REPORT

appropriated in accordance with the proposal in the statutory administration
report and that the members of the Board of Directors and the Managing
Director be discharged from liability for the financial year.

Basis for Opinions
We conducted the audit in accordance with generally accepted auditing stan-
dards in Sweden. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities section. We are independent of
the parent company and the group in accordance with professional ethics for
accountants in Sweden and have otherwise fulfilled our ethical responsibilities
in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appro-
priate to provide a basis for our opinions.

Responsibilities of the Board of Directors and the Managing Director
The Board of Directors is responsible for the proposal for appropriations of the
company’s profit or loss. At the proposal of a dividend, this includes an assess-
ment 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 company’s and the group’s equity, consolidation require-
ments, liquidity and position in general.

The Board of Directors is responsible for the company’s organization and
the administration of the company’s affairs. This includes among other 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 account-
ing, management of assets and the company’s financial affairs otherwise are
controlled in a reassuring manner. The Managing Director shall manage the
ongoing administration according to the Board of Directors’ guidelines and
instructions and among other matters take measures that are necessary to fulfil
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 com-
pany’s profit or loss, and thereby our opinion about this, is to assess with rea-
sonable degree of assurance whether the proposal is in accordance with the
Companies Act.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with generally accepted auditing stan-
dards 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 administra-
tion and consolidated accounts is available on the Swedish Inspectorate of
Auditors’ website: www.revisorsinspektionen.se/revisornsansvar. This
description is part of the auditor’s report.

Ohrlings PricewaterhouseCoopers AB, 113 21 Stockholm, Sweden was
appointed Bufab AB (publ)’s auditor at the Annual General Meeting on
25 April 2019, and has been the company’s auditor since 12 September 2005.
Bufab AB (publ) has been a public interest company since 21 February 2014.

Gothenburg, 17 March 2021
Ohrlings PricewaterhouseCoopers AB

Fredrik Géransson
Authorised Public Accountant
Auditor-in-charge

Helena Pegrén
Authorised Public Accountant
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Corporate Governance Report

Bufab Holding AB (publ) is a Swedish public limited liability company. Bufab
has been listed on Nasdaq Stockholm since 21 February 2014. Bufab applies
the Swedish Corporate Governance Code (the “Code”) and hereby submits its
Corporate Governance Report for the 2019 financial year in accordance with
the provisions of the Swedish Annual Accounts Act and the Code. The Corpo-
rate Governance Report was reviewed by the company’s auditors.

The Code guidelines are available on the website of the Swedish Corporate
Governance Board (www.corporategovernanceboard.se). The Code is based
on the principle of “comply or explain,” which means that companies applying
the Code do not always have to comply with every rule on condition that an
explanation is provided. Bufab did not make any such deviations in 2020, with
the exception of the fact that the Group has not set up a separate internal audit
function.

Delegation of responsibility

The purpose of Bufab’s corporate governance is to create a clear delegation of
roles and responsibilities between owners, the Board, the Board’s Commiittees
and senior management. Corporate governance at Bufab is based on applicable
legislation, primarily the Swedish Companies Act, Nasdaq Stockholm’s rules
and regulations, the Code and internal guidelines and rules

A. Shareholders

I toppen av bolagsstyrningsstrukturen paverkar aktieigarna den huvudsakliga
riktningen i foretaget genom deras inflytande. Starka huvudagare bidrar med
ett stort intresse och engagemang i féretaget och for dess framging. At year-
end, the company’s share capital totalled SEK 547,189, represented by a total
of 38,110,533 shares. All shares carry equal voting rights and there are no lim-
itations governing how many votes each shareholder may cast at a general
meeting. At year-end 2020, Bufab had 5,607 shareholders (4,808). Of the total
number of shares, 16 percent were held by foreign shareholders. The ten larg-
est shareholders owned a combined total of 68.0 percent of the shares. The
largest shareholder was Liljedahl Group with 29.2 percent of the capital and
votes.For more information about the share and shareholders, see page 65

B. General Shareholders’ Meeting

The general shareholders’ meeting is the company’s highest decision-making
body. At the general shareholders’ meeting, the shareholders exercise their vot-
ing rights on key issues, such as the adoption of income statements and balance
sheets, appropriation of the company’s results, discharge from liability of

Board members and the CEO, election of the Chairman, Board members and
auditors and remuneration of the Board of Directors and the auditors. There are
no provisions contained in the Articles of Association concerning the appoint-
ment or dismissal of Board members, or regarding changes to the Articles of
Association. Further information about the AGMs, the minutes of the Meet-
ings, and Bufab’s Articles of Association are available on www.bufab.com.

2020 AGM

The AGM was held in Virnamo on 21 April 2020. Some 86 shareholders

attended the Meeting, in person or by proxy, representing 48.9 percent of the

company’s voting rights. The Board of Directors was represented by Eva

Nilsagard and the CEQ, CFO and auditor also attended.

The following key resolutions were made:

» Adoption of the income statement and balance sheets for 2019, appropria-
tion of the company’s results, and discharge from liability of Board mem-
bers and the CEO.

» The re-election of Hans Bjérstrand, Johanna Hagelberg, Anna Liljedahl,
Bengt Liljedahl and Eva Nilsagard. Per-Arne Blomquist and Bertil Persson
were elected as new members of the Board. Bengt Liljedah] was elected
Chairman of the Board.

* Guidelines for remuneration of senior executives.

* A long-term share-based incentive programme for 2020 was approved.

Annual General Meetig 2021

The 2021 AGM will be held on 20 April 2021 in Virnamo. Notice of the AGM

is available at www.bufab.com. Shareholders who, no later than April 12, 2021,
are entered in the share register maintained by Euroclear Sweden AB, and who
have notified their intention to attend the Annual General Meeting, are entitled
to attend the Annual General Meeting, in person or by proxy.

Attendance AGM 2016-2020, % of votes

%
100

80
60
40
20

2018 2020

2016 2017 2018

Governance structure

A. Shareholders

B. General Shareholders’
Meeting

E. Audit Committee

D. Board of Directors

F. Remuneration
Committee
G. CEO and Executive

Management

Business Areas
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Important external rules and regulations
« Swedish Companies Act

« Stock market'’s rule book for issuers

» Swedish Corporate Governance Code

» Swedish Annual Accounts Act

» Book-keeping Act

Important internal rules and regulations

« Articles of Association

+ Board's rules of procedure

+» Audit Committee’s rules of procedure

» Distribution of work Board of Directors/CEQ

« The Group's and business areas’ resolutions
procedure

« Bufab's Code of Conduct

» Control documents in the form of policies,
regulations, guidelines and instructions



C. Nomination Committee

Bufab is to have a Nomination Committee comprising one representative for
each of the four largest shareholders in terms of number of votes in the share-
holders’ register maintained by Euroclear Sweden AB as of 31 August in the
year prior to the AGM, who on being asked expressed a wish to participate in
the nomination work, as well as the Chairman of the company. The names of
the four owner representatives and the shareholders they represent must be
announced not later than six months prior to the AGM. The Nomination Com-
mittee’s mandate is valid until a new Nomination Committee is appointed. 1f
the group of the largest shareholders changes during the nomination process,
the composition of the Nomination Committee may change. The Nomination
Committee’s task is to prepare proposals on the following issues:

+ Chairman of the Meeting

» Board members

» Chairman of the Board

» remuneration of the Board

+ auditor

« auditor’s fees, and

» any changes to the Nomination Committee’s instructions

The Nomination Committee for the 2020 AGM consisted of Fredrik Liljedahl
(Liljedahl Group), Adam Gerge (Didner & Gerge fonder), Johan Stahl (Lan-
nebo fonder), Niklas Johansson (Handelsbanken Fonder) and the Chairman of
the Board Sven-Olof Kulldorff, adjunct.

The reasoned statement to the 2020 AGM shows that the Nomination Com-
mittee has applied Section 4.1 of the Swedish Corporate Governance Code as
diversity policy when making its proposal.

With regards to the company’s operations, development stages and condi-
tions in general, the goal of the policy is that the Board should have an appro-
priate composition characterised by versatility and width of expertise, experi-
ence and background as well an even gender distribution. The 2020 AGM
decided to appoint members of the Board in accordance with the Nomination
Committee proposal, resulting in the current Board of Directors with seven
members (unchanged), of whom three women and four men, which means the
proportion of women remain at 43 percent. The Nomination Committee notes
that female representation at 43 percent is well aligned with the level of ambi-
tion pronounced by the Swedish Corporate Governance Board, but falls below
the Nomination Committee’s long-term goal concerning gender balance

The Nomination Committee for the 2021 AGM

Name Represents Share of votes, %
Fredrik Liljedahl (Chairman)} Liliedahl Group 2915
Adam Gerge Didner & Gerge fonder 7.94
Johan Stahl Lannebo fonder 7.75
Niklas Johansson Handelsbanken Fonder 7.27

Bengt Liljedahl Chairman of the Board,

co-opted

D. Board of Directors

Composition

According to Bufab’s Articles of Association, the Board of Directors is to be
comprised of not less than three and not more than ten AGM-elected members,
with not more than three deputy members.

Bufab applies section 4.1. in the Code relating to the composition of the
Board. The Board should therefore be characterised by diversity and breadth
of expertise, experience and background of the members elected by the AGM.
An even gender distribution should be pursued.

Since the 2020 AGM, the Board has comprised seven AGM-elected mem-
bers; Bengt Liljedahi (Chairman), Hans Bjérstrand, Per-Arne Blomquist,
Johanna Hagelberg, Anna Liljedahl, Eva Nilsagird and Bertil Persson. All

CORPORATE GOVERNANCE

Board members are independent in relation to the company and company man-
agement. All Board members, except for Bengt Liljedahl and Anna Liljedahl,
are independent in relation to the company’s largest shareholders. Accord-
ingly, the Board meets the requirement that at least two Board members who
are independent in relation to the company and company management are also
independent in relation to the largest shareholders. Further information regard-
ing the Board members is presented on page 62 of the Annual Report and on
www.bufab.com.

Work of the Board
The Board is responsible for the organisation of the company and for man-
aging the company’s operations. The Board is also to issue guidelines and
instructions to the CEO. Furthermore, the Board is to ensure that the organisa-
tion of the company regarding accounting, management of funds and financial
position are controlled in a satisfactory manner. The Board of Directors
applies written rules of procedure, which are revised annually and adopted
by the statutory Board meeting every year. Among other aspects, the rules
of procedure govern the practice of the Board of Directors, functions and the
division of work between the Board of Directors and the CEO. At the statutory
Board meeting, the Board of Directors also adopts instructions for the CEQ,
including instructions for financial reporting. The Board of Directors meets
according to an annual predetermined schedule. In addition to these meetings,
additional Board meetings can be convened to address issues which cannot be
postponed until the next ordinary Board meeting. The Chairman of the Board
and the CEO also engage in an ongoing dialogue concerning the management
of the company.

The Board’s obligations are partly performed by the Audit Committee and
Remuneration Committee and the Board has also adopted rules of procedure
for these Committees

Evaluation of Board work

The Chairman of the Board is responsible for evaluating the Board’s work,
including assessing the performance of each Board member. This is performed
on an annual basis according to an established process. The assessment
focuses on such factors as availability of and requirement for specific expertise
in the Board, commitment, the quality of the Board material and the time
required for reading such material. The evaluation is reported to the Nomina-
tion Committee and comprises the basis of the Nomination Committee’s pro-
posal for Board members and fees to be paid to the Board.

Work of the Board in 2020

The Board regularly addresses strategic matters that affect Bufab’s opera-
tions and orientation, potential divestments and acquisitions, as well as major
investments. The company’s financial statements and Annual Report are
addressed at the beginning of the year, as are matters to be presented at the
AGM. At the end of the year, the Board deals with the budget for the forthcom-
ing year as well as the Group’s long-term strategic plan, in addition to which it
also reviews the quarterly results after each quarter. The work of the Board’s
two Committees is also presented at each scheduled Board meeting.

The agenda is approved by the Chairman and sent to each Board member,
along with the relevant material, approximately one week before each meeting.
At each meeting, the CEO presents the Group’s sales and earnings, the current
business situation and important external factors that may have bearing on the
Group’s earnings. Each Board meeting includes a discussion that is not
attended by the CEO. When appropriate, other senior executives may attend
and present plans and proposals. The company’s auditor participates in meet-
ings when necessary, and participates once a year without the presence of
management,

In addition to the information presented in connection with Board meet-
ings, management issues a monthly report to Board members and maintains
regular contact with the Chairman of the Board.
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Attendance and remuneration of the Board 2020

Attendance Remuneration
Board fee/ Other

Board Audit Remuneration Basic salary, Variable  benefits and
Group meetings  Committee Committee SEK million remuneration remuneration Pension
Board of Directors
Bengt Liljedahl 9/9 4/4 3/3 0.6 — — —
Per-Arne Blomaquist” 6/9 414 0.2
Hans Bjérstrand 9/9 0.2 — — —
Johanna Hagelberg 9/9 3/3 0.2 — — —_
Anna Liljedahl 9/9 2/2 0.2 — — —
Eva Nilsagard 8/9 n 0.3 — — —_
Bertil Persson* 5/9 2/2 0,2 - - —_
Sven-Olof Kulldorff* 3/3 n 0.1 — — —
Johan Sjo* 313 3/3 0.1 — — —
CEO
Jorgen Rosengren 4.0 1.8 0.4 1.2
The senior executives, 7 (7) people 12.5 3.5 1.6 3.6

*Sven-Olof Kuldorff and Johan Sjé stepped down from the Board in April 2021 while Per-Arne Blomquist and Bertil Persson joined the Board in April 2021.

The Board'’s focus area during the year

Covid-19

This year's Board meetings focused heavily on the impact of the
Covid-19 pandemic on Bufab and its markets. The focus was on
ensuring Bufab's resilience and flexibility in these challenging times.
The Board's commitments were to ensure the safety of its employees.
A strengthened financial position and increased availability of cash and
cash equivalents were also high on the agenda.

Remuneration of Board members
Fees and other remuneration to Board members, including the Chairman, are
resolved on by the AGM. At the AGM held on 21 April 2020, it was resolved
that the Chairman be paid SEK 500,000 and that the other non-executive mem-
bers be paid SEK 250,000. The three members of the Audit Committee were
paid a further fee of SEK 50,000 each. No remuneration shall be paid for work
in the Remuneration Committee.

Board members are not entitled to any benefits after leaving their position
on the Board. During the period March—-December 2020, the Board of Direc-
tors chose to voluntarily waive 10 percent of its fee.

E. Audit Committee

The Audit Committee is, without it affecting the responsibilities and tasks of
the Board ot Directors, to monitor the company’s financial reporting, monitor
the efficiency of the company’s internal control, internal auditing and risk
management, keep informed of the auditing of the annual report and the
consolidated financial statements, review and monitor the impartiality and
independence of the auditors and pay close attention to whether the auditors
are providing other non-audit services for the company, and assist the Nomi-
nation Committee in the preparation of proposals for the general shareholders’
meeting’s decision on election of auditors.

The Audit Committee is to comprise three members. The Board appoints
Committee members every year at the statutory Board meeting or when a
Committee member needs to be replaced. The Board also adopts an instruc-
tion for the Committee’s work at the statutory meeting

Audit Committee:

+ Eva Nilsagard (Chairman),
+ Per-Arne Blomquist

+ Bengt Liljedahl

Board meetings during 2020

Telephone ~ 20 March
* Report from the company's

Telephone — (statutory Board meeting) — 21 April
+ Adoption of the Board's rules of procedure and
instructions for the CEO

- Election of Chairman and member of the Board
Committees and adoption of rules of procedure of
the Committees

Telephone - 15-16 June

Telephone - 7 February auditors
» Approval of press release + Desicion to cance! proposed
dividend

| - Preparation for strategy

for 2019 Year-end Report

« Proposed dividends « Approval of Annual Report and

Sustainability Report 2019
« Approval of notice of AGM

Telephone = 20 April

- Approva! of press release for
the Q1 2020 Report

discussion in August

+ Updated regarding
Corona and its impact on
the business

February
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F. Renumeration Committee

The Remuneration Committee is to prepare matters concerning remuneration
principles, and remuneration and other employment terms for the CEO and senior
executives,

The Remuneration Committee is to comprise at least two members. The Board
appoints Committee members every year at the statutory Board meeting or when
a Committee member needs to be replaced. The Board also adopts an instruction
for the Committee’s work at the statutory meeting.

Remuneration Committee:

+ Bengt Liljedahl (Chairman)
* Anna Liljedahl

+ Bertil Persson

G. CEO and Executive Management
In addition to the President and CEO, group management consists of four
business area managers and two managers responsible for Bufab’s Group func-
tions: Finance and Purchasing. The CEO is Jorgen Rosengren, and a presenta-
tion can be found on page 65 of the Annual Report and on www.bufab.com.
The CEO is subordinate to the Board of Directors and is responsible for the
everyday management and operations of the company. The division of work
between the Board of Directors and the CEO is set out in the rules of proce-
dure for the Board of Directors and the CEO’s instructions, which are adopted
every year at the statutory Board meeting. The CEO is also responsible for the
preparation of reports and compiling information from management prior to
the Board meetings and for presenting such material at the Board meetings.
According to the instructions for financial reporting, the CEO is responsible
for the financial reporting in the company and consequently must ensure that
the Board of Directors receives information adequate to enable evaluation of
the company’s financial position.

Remuneration guidelines for the CEQO and other senior executives
The guidelines for the CEO and other senior executives were adopted at the
AGM on 21 April 2020.

Bufab strives to offer total remuneration that will attract and retain
qualified employees. The total remuneration may include the components
described below

Fixed salary is to be market-based and must reflect the responsibility that
the work involves. The fixed salary is to be revised annually. Normally, vari-
able salary is not to exceed 50 percent of the fixed salary. The variable remu-
neration is to be based on established and measurable criteria, designed to pro-
mote the company’s long-term value creation, and is to be revised annually.
The Board is to annually evaluate whether or not a long-term share-based
incentive programme for senior executives and any other employees is to be
proposed to the AGM.

CORPORATE GOVERNANCE

Senior executives may be offered individual pension solutions. The pensions
are, as far as possible, to be defined contribution. Other benefits may be pro-
vided but are not to constitute a significant portion of the total remuneration.

The notice of termination between the company and the CEO is a maximum
of 18 months. Other senior executives are to have a shorter notice of termina-
tion period.

The Board is entitled, in individual cases and if there are specific reasons,
to deviate from the above guidelines for remuneration. Should such deviation
occur, information about this and the reason must be reported at the next
AGM.

Share-based incentive programmes

The 2020 AGM resolved to adopt a long-term share-based incentive pro-
gramme based on call options, comprising the CEO, senior executives and
other key employees within the Group. The programme comprises a maximum
of 350,000 call options, corresponding to approximately 0.9 percent of the
total number of shares in the company.

The purchase price for the call options is to correspond to the market value
of the options at the date of transfer. Each call option entitles the holder to
acquire one share in Bufab during the period 15 Maj 2023-15 November 2023.
The purchase price per share when redeeming call options is to correspond to
115 percent of the volume-weighted average price paid for the company’s share
on Nasdaq Stockholm during the five trading days occurring prior to the
Board’s decision on allocation of call options.

The allocation of call options is to use the market-based value on the date of
the transfer using an external independent valuation, by applying the Black &
Scholes pricing model.

A detailed description of the share-based incentive pfogramme can be
found in Note 34 on page 43 of the Annual Report.

Current employment agreements for the CEO and

other senior executives

Decisions as to the current remuneration levels and other conditions for
employment for the CEO and other senior executives have been resolved on

in accordance with the existing guidelines for remuneration adopted by the
AGM. All decisions on individual remuneration to senior executives have been
made within these guidelines. Agreements concerning pensions are, wherever
possible, to be based on fixed premiums and must correspond with the levels,
practices and collective bargaining agreements applicable in the country
where said senior executive is employed.

For senior executives resident in Sweden, six months’ notice applies when
resigning and a maximum of 12 months’ notice when dismissed by the com-
pany. The CEO is to receive severance pay of up to 18 months’ salary during
the notice period, in addition to the salary stated above, when dismissed by the
company. Refer also to Note 6 of the Annual Report.

Telephone -8 D b

Telephone ~ 15 July Vdrnamo -~ 24-25 August

« Discussions on strategy

- Approval of press
release for the Q2
2020 Report

Telephone ~ 22 October

* Approval of press release for the Q3 2020
Report

« Adoption of strategic and financial plan
« Review and adoption of group policy

P

« Approval of budget for 2021
*» Report on Board evaluation
- Evaluation of CEQ’s work

+ CEOs targets and remuneration
for 2021
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H. Auditing

The auditor is to review the company’s annual reports and accounting, as well
as the management of the company by the Board of Directors and the CEO.
Following each financial year, the auditor is to submit an audit report and a
consolidated audit report to the AGM. Pursuant to Bufab’s Articles of Associa-
tion, the company is to have no less than one and no more than two auditors
and no more than two deputy auditors. The company’s auditor until the conclu-
sion of the 2020 AGM is Ohrlings PricewaterhouseCoopers AB, with Fredrik
Goransson as Auditor in Charge. The company’s auditor is presented in more
detail in “Group management and auditors.” Fees to auditors are to be paid in
accordance with approved invoices. In 2020, the company’s auditor was paid a
total of SEK 5 million

Internal control over the financial reporting

The objective of the internal financial control at Bufab is to create an efficient
decision process in which requirements, targets and frameworks are clearly
defined. The company and management use internal control systems to moni-
tor the operation and the Group’s financial position.

Control environment

The basis for the internal control over the financial reporting is the overall
control environment. Bufab’s control environment consists of sound core val-
ues, expertise, management philosophy, organisational structure, responsibil-
ity and authority. Bufab’s internal instructions, policies, guidelines and manu-
als serve as guides for employees. The control environment also includes laws
and external rules and regulations.

At Bufab, there is a distinct division between role and responsibility to effi-
ciently handle the risks of the operations, including rules of procedure for the
Board and Committees, as well as instructions for the CEQ. In the operating
activities, the CEO is also responsible for the system of internal controls
required to generate a control environment for significant risks.

Bufab also has guidelines and policies for financial control and monitoring,
communication issues and business ethics. Most of the companies in the
Group have the same financial system with the same accounting systems.

The Board has appointed an Audit Committee tasked to ensure compliance
with established policies for financial reporting and for maintaining the inter-
nal control.

Internal audit

The company’s size combined with the work of the Audit Committee and
established and implemented solid control procedures mean that the Board
does not believe that it need establish a separate internal audit function. How-
ever, the matter of a separate internal audit function is addressed annually

Risk assessment and control activities
Risks of material misstatement in the annual accounts may occur in connec-

tion with accounting and the evaluation of assets, liabilities, income and
expenses or deviation from disclosure requirements. Bufab’s accounting func-
tion performs a risk analysis every year regarding items in the consolidated
balance sheets and income statements based on qualitative and quantitative
risks.

Normal control activities include reconciliation of accounts and support
controls. The purpose of all control activities is to prevent, detect and correct
any errors or deviations in the financial reporting, In the Group’s work with
internal control, the material risks identified in the financial reporting are han-
dled through control structures, which, in all material respects, are based on
deviation reporting from established goals or norms.

Information

Accurate internal and external information entails that all sections of the oper-
ations will be able to efficiently exchange and report relevant material infor-
mation. In addition to managers’ information responsibility, Bufab has a
well-functioning intranet for exchanging information. Bufab has established a
policy document to inform employees and other relevant personnel at Bufab
about the applicable regulations and instructions for disclosing company infor-
mation and the special requirements that apply for inside information.

For communication with external parties, there is a policy that states the
guidelines for how such communication is to take place. The aim of this is to
ensure compliance with information obligations and to ensure that investors
receive the right information in time.The Group has a whistleblower function.
Employees can anonymously contact a third party to report behaviour or
actions that constitute breaches or suspected breaches of laws and guidelines,
etc. All contact is logged and a summary about the calls and measures taken is
regularly is reported to the Board.

Monitoring

The Group applied IFRS as defined in Bufab’s accounting manual. This man-
ual includes accounting and valuation rules that must be adhered to by all
companies within the Group, and reporting instructions. Financial data is
reported from all legal entities every month.Reporting takes place in accor-
dance with standardised reporting procedures documented in the Group’s
accounting manual. This reporting comprises the basis of the Group’s consoli-
dated financial reporting. Consolidation takes place based on a legal and oper-
ating perspective, which results in quarterly statutory reports containing com-
plete income statements and balance sheets for every company and
consolidated for the Group, and monthly operating reports.

Every Board member receives a monthly report containing consolidated
income statements and balance sheets for the Group and income statements
and balance sheets for the subsidiaries with comments. In addition to this
monthly information, similar information is received in connection with Board
meetings and a report that includes monitoring of tax obligations, disputes,
compliance with policies, whistleblower summaries, environment.

Virnamo, 17 March 2021

Bengt Liljedah!
Chairman of the Board

Hans Bjorstrand

Johanna Hagelberg

Eva Nilsagard
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Auditor’s Statement on the Corporate Governance Report

To the Annual General Meeting of Bufab AB (publ), Corporate Registration
Number 556685-6240

Engagement and responsibility

The Board of Directors is responsible for the Corporate Governance Report
for 2020 on pages 56—60 and that it has been prepared in accordance with the
Swedish Annual Accounts Act.

Focus and scope of the audit

The audit was conducted in accordance with FAR’s auditing standard RevUl16,
“The auditor’s examination of the Corporate Governance Statement”. This
means that our examination of the Corporate Governance Report 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 our audit provides a reasonable basis for our opin-
ion as given below.

Opinion .

A Corporate Governance Report has been prepared. Information in accor-
dance with Chapter 6, Section 6, second paragraph, items 2—6 of the Annual
Accounts Act and Chapter 7, Section 31, second paragraph of the same Act are
consistent with the annual report and the consolidated statements and comply
with the Annual Accounts Act.

Virnamo, 17 March 2021
Ohrlings PricewaterhouseCoopers AB

Fredrik Géransson
Authorised Public Accountan
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BOARD OF DIRECTORS

Board of Directors

Bengt Liljedahl
Board member since 2016.
Born: 1947,

Education: MSc in Economics and Busi-
ness Administration from School of Busi-
ness Economics and Law, Gothenburg.

Present assignments: President, CEO
and founder of Liljedahl Group. Previously
CEO of Skanebil and Regional Manager of
AB Volvo Sweden,

Other Board assignments: Chairman of
the Board of Liljedahl Group AB, Elcowire
Group AB and LWW Group AB. Board
member of Horle Wire Group AB and LMT
Group AB.

Shareholding: {including through
companies and related parties):
11,107,500 shares through company.

Anna Liljedah!
Board member since 2019.
Born: 1874,

Education: Degree of Master of Science
in Business and Economics.

Present assignments: CEO Finnvedens
Lastvagnar AB and previous experience
as Global Product Manager at HemoCue
AB and Product Manager at Astellas
Pharma GmbH.

Other Board assignments: Chairman of
the Board of Finnvedens Bil AB and Board
member of Liljedah! Group AB, Liljedahl
Group Fastighets AB, Motorbranschens
Arbetsgivarefdrbund and Motorbran-
schens Riksf8rbund, Styrelsen Tunga
Fordon.

Shareholding: {including through
companies and related parties):
11,107,500 shares.
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Hans Bjdrstrand
Board member since 2006.
Born: 1950.

Education: Upper secondary school
economics programme.

Previous assignments: President and
CEO of Bufab.

Other Board assignments: Board
member of Varnamo Energi AB, Stacke
Hydraulik AB, Vdrmamo Elnat A8, Entre-
prendrinvest Sverige AB, LMT Group AB,
Ekeborg Kapital AB, Axelent AB and Ryds
Batar AB.

Shareholding: (including through
companies and related parties): 50,000
shares

Per-Arne Blomquist
Board member since 2020.
Born: 1962

Education: Bachelor of Business Admin-
istration and Finance

Present assignments: CEO Qarlbo Asso-
ciates AB. Senior adviser at EQT.

Previous assignments: CFO and deputy
CEOQ at Dometic Holding AB. Additionally,
Per-Arne has experience from positions
as CFO and acting CEO in TeliaSonera
AB, CFO at SE8, Chairman of the Board
of Zmarta Group/Freedom Finance and
IP-Only and member of the Board of Neste
Qil Oy.

Other Board assignments: Chairman

of the Board of Bluestep Holding AB and
member of the Board of Djurgarden Hock-
ey AB and C-RAD AB.

Shareholding: {including through
companles and related parties): 80,000

Johanna Hagelberg
Board member since 2015,
Born: 1972,

Education: MSc in Industrial Engineer-
ing and Management from Institute of
Technology at Linkdping University and
Cranfield University.

Present assignments: EVP Sourcing and
Logistics Stora Enso Qyj.

Previous assignments: Chief Procure-
ment Officer at Vattenfall, RSA Scandina-
via and NCC AB and senior positions in
procurement in the automotive industry.

Shareholding: (including through
companles and refated parties): 1,500
shares

Bertil Persson
Board member since 2020.

Born: 1961

Education: Bachelor of Business Admin-
istration and Finance

Previous assignments: CEO and
President at Beijer Alma, deputy CEO

at LGP Telecom AB, CFO at Scania and
head of treasury Investor. Senior advisor
Hjarmarsson & Partners.

Other Board assignments: Member of
the Board of Nobina AB, Troax AB and
Christian Berner Tech Trade AB.

Shareholding: (including through
companies and refated parties): 0

Eva Nilsagard
Board member since 2015.
Born: 1964.

Education: Degree of Master of Science
in Business and Economics and Executive
MBA from Schoo! of Business, Economics
and Law at the University of Gothenburg.

Present assignments: Founder and CEO
Nilsagard consulting.

Previous assignments: CFO OptiGroup,
CFO Plastal Group, SVP Strategy &
Business development within sales and
marketing, EMEA at Volvo Trucks, CFO
Vitrolife (publ). Various senior positions in
finance and business development within
Volvo, AstraZeneca Group and SKF.

Other Board assignments: Board mem-
ber of AddLife AB, SEK (Svensk Export-
kredit AB), Irras AB, Hansa Biopharma AB,
Nimbus Group AB and Xbrane Biopharma
AB and Chairman of Spermosens AB.

Shareholding: (including through
companies and related parties): ¢
shares.

The information regarding Board
members’ and Group Management's
holding of shares and other financial
instruments in Bufab refers to the
conditions as per 31 December

2020 and includes own and closely
associated natural persons’ holdings,
as well as holdings by legal persons
that are directly or indirectly controlled
by the person or its closely associated
persons. The infarmation for the

CEQ also includes any significant
shareholdings and partnership in
companies which Bufab has signifi-
cant business relations with.

Auditors

Ohrlings PricewaterhouseCoopers AB
has been the company's auditor since
2005 and was re-elected at the 2020
AGM until the end of the 2021 AGM.
Fredrik Géransson (born 1973) is the
Auditor in Charge. Fredrik Gdransson
is an Authorised Public Accountant
and a member of FAR (profession-

al institute for authorised public
accountants). Ohrlings Pricewater-
houseCoopers AB's office address

is Skanegatan 1, SE-405 32 Gothen-
burg, Sweden. Ohrlings Pricewater-
houseCoopers AB was the company’s
auditor throughout the period covered
by the historic financial infarmation in
this Annual Report.




Group management

Jorgen Rosengren
President and CEQ since 2012,
Born: 1967.

Education: MScin Electrical Engineering
from Lund University, Faculty of Engineer-
ing, LTH.

Previous assignments: Husqvarna,
Electrotux, McKinsey and Philips.
Shareholding: (Including through
companies and related parties):
335,450 shares and 108,000 options.

Johan Lindgvist

Regional Director, Region Nordic since
2015 (employed 1998).

Born: 1968.

Education: Qualified Engineer Previous
assignments: Skanska and Primo AB.

Shareholding: {inctuding through
companies and related parties):
120,000 shares and 54,000 options.

Urban Biillow

Regional Director, Region North America
since 2018 (employed 2014).

Born: 1965.

Education: MSc in Electrical Engineering
from Chalmers University of Technalogy.
Previous assignments: Latour Group,
Kapsch TrafficCom, SAAB and Electrolux.

Shareholding: (including through
companies and related partles): 2,096
shares and 7,500 options.

Johan Sandberg

Director Global Business Development
since 2019

Born: 1971.

Education: MSc in Business Administra-
tion, Linkdping University.

Previous assignments: Hiab, Cargotec,
Volvo Group, General Motors and Saab
Automobile.

Shareholding: (Including through
companies and related parties): 100
shares and 19,500 options,

Carina Lo6f
Global Sourcing Director since 2018.
Born: 1969.

Education: Degree in chemical engineer-
ing, Vaxj6 University.

Previous assignments: Trioplast, Cargo-
tec Corporation

Shareholding: {including through
companies and related parties): 0
shares and 48,000 options

Jorn Maurer

Regional Director, Region West since 2015
{employed 2003).

Boarn: 1974,

Education: BA in Business Administration
and Operations & Industrial Mechanic
Field, CC) Darmstadt.

Previous assignments: Mitsubishi Poly-
ester Film; Tartler Group.

Shareholding: {including through
companies and related parties): 20,725
shares and 58,500 options.

GROUP MANAGEMENT

Marcus Soderberg
CFO since 2017 (employed 2014),
Born: 1983

Education: MScin Business Administra-
tion from Vaxj6 University.

Previous assignments: Ernst & Young.

Shareholding: {including through
companies and related parties): 6,362
shares and 58,500 options.
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FIVE-YEAR SUMMARY

Five-year summary

SEK million [T " 2020] 2019 2018 2017 2016
EARNINGS |
Order intake ' 4,827 4,354 3,798 3,256 2,887
Net sales l 4,756 4,348 3,786 3,201 2,847
North } - 2,005/ 1,865 1,508 — —
West ! 1,028 1,155 1,064 —_ —_
East } 715 723 696 — —
UK/North America [ 1,008 598 510 — —
Gross profit | 1,252 1,183 1,088 917 828
|
Operating profit (EBITA) ] 482 384 367 3N 277
North | 189 174 153 — —
West 86 99 95 — —
East | 103 o7 100 — —
UK/North America | 128 47 61 — —
| ]
Depreciation and amortisation of acquired intangible assets ; -30 -15 -9 -7 -5
Net financial items | -60 —42 —29 —26 —21
Profit/loss after financial items I -394} 326 329 278 251
Tax on profit for the year l -92 -73 -74 -65 -88
Profit for the year | 299 253 255 213 163
{ I
MARGINS i
Gross margin, % } 26.3 27.2 28.7 28.6 29.1
Operating margin, % I 101 8.8 9.7 9.7 9.7
North ) 9.4 9.3 10.1 - -
West | 8.3 8.6 8.9 — —
East ] 14.4 13.4 14.4 — —
UK/North America ! 12.7 7.9 12.0 — —
|
CAPITAL STRUCTURE I
Net debt I 1,546 2,068 1177 1,015 839
Net debt, adjusted i - 1,220 1,666 1177 1,015 839
Equity 1,931 1,750 1,600 1,416 1,297
Debt/equity ratio, % 80 118 74 72 65
Equity/assets ratio, % 39 ] 33 43 43 45
Average working capital in relation to net sales, % 331 353 357 35.4 36.5
CASH FLOW
Operating cash flow 540 351 175 183 267
1
KEY FIGURES PER SHARE } ]
Earnings per share I 8.04 6.75 6.79 5.61 4.29
Dividend per share 2.75* — 2.50 2.25 2.00
EMPLOYEES
Average number of employees L____1!§5_7J 1,296 1177 1,058 973

* Proposed by the Board of Directors.
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BUFAB ON THE STOCK EXCHANGE

Bufab on the stock exchange

Listing and turnover Share data I 2020] 2019
The Bufab share has been listed on Nasdaq Stockholm since 21 February 2014. - " ; w—
The total turnover of Bufab shares in 2020 was 13.3 million shares for a total Earning per share before dilution, SEK I 8.04 6.75
amount of SEK 1.5 billion and the average turnover was 52,944 shares. Earnings per share after dilution, SEK ! 7.95 6,75
Dividend per share, SEK" I 275 0.00
Brief facts Yield? | 1,4% 0.0%
Listing: Nasdaq Stockholm Share of dividend I? [ 342%]| 0%
Number of shares: 38,110,533 -
Ticker: BUFAB Share price at year-end, SEK I 194,4 | 130.6
ISIN code: SE 0005677135 Highest share price, SEK i 199,6 132.0
Lowest share price, SEK I 61,0 85.1
More information Number of shareholders at year-end l 5,607 4,808
For share price and up-to-date information, visit www.bufab.com/investors —— -
Market capitalisation at year-end, SEK million ‘ 7,409 4,977

“The dividend pertains to the Board's proposal.
2AThe dividend in relation to the share price at year-end
3The dividend for the financial year in relation to profit for the year per share.

Ownership distribution by country, 31 December 2020

Largest shareholders on 31 December 2020

Share of capital and votes

Liljedahl Group 29.1%

Handelsbanken fonder 8.3%

\\ I Sweden, 84% Didner & Gerge fonder 8.0%
W usa 6% Lannebo fonder 7.8%
n Other Nordic countries, 3% State Street Bank 2.9%
B uk 3% Carnegie fonder 2.7%
n Other countries, 4% Spiltan fonder 2.5%
Nordea fonder 2.2%

Bufab (share in own holding) 2.2%

Skandia 2.3%

Other shareholders 32.0%

Total 100%

Bufab’s total return since IPO

Source: Euroclear, 31 December 2020
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DEFINITIONS OF KEY FIGURES

Definitions of key figures

Gross margin, %
Gross profit as a percentage of net sales for the period.

Adjusted gross profit
Gross profit adjusted for items affecting comparability.

Adjusted gross margin, %
Adjusted gross profit as a percentage of net sales for the period.

EBITDA
Operating profit before depreciation, amortisation and impairment.

Adjusted EBITDA

Operating profit before depreciation, amortisation and impairment, less
amortisation on right-of-use assets according to IFRS 16 Leases. This key
figure is an approximation and is intended to present a comparable EBITDA
as though 1AS 17 continued to be applied.

Operating profit (EBITA)
Gross profit less operating expenses.

Adjusted operating profit (EBITA)
Adjusted gross profit less operating expenses.

Operating margin, %
Operating profit as a percentage of net sales for the period.

Adjusted operating profit
Operating profit (EBITA) adjusted for items affecting comparability.

Adjusted operating margin, %
Adjusted operating profit (EBITA) as a percentage of net sales
for the period.

Adjusted profit after tax
Profit after tax adjusted for items affecting comparability.

Adjusted net margin, %
Adjusted profit after tax as a percentage of net sales during the period.

Net debt
Interest-bearing liabilities less cash and cash equivalents and interest-bearing
assets, calculated at the end of the period.

Net debt, adjusted

Interest-bearing liabilities, lease liabilities according to IFRS 16, less cash and
cash equivalents and interest-bearing assets, calculated at the end of the
period.

Operating expenses

Total distribution costs, administrative expenses, other operating income and
other operating expenses excluding depreciation, amortisation and impairment
of acquisition-related intangible assets.

66 | BufabAnnual Report 2020

Debt/equity ratio, %
Net debt divided by equity, calculated at the end of the period.

Net debt/adjusted EBITDA, multiple
Net debt at the end of the period divided by adjusted EBITDA in the last
twelve months.

Working capital .

Total current assets less cash and cash equivalents less current non-interest-
bearing liabilities, excluding liabilities for additional purchase prices,
calculated at the end of the period.

Average working capital
Average working capital calculated as the average of the past four quarters.

Working capital/Net sales, %
Average working capital as a percentage of net sales in the last twelve months.

Equity/assets ratio, %
Equity as a percentage of total assets, calculated at the end of the period.

Operating cash flow
EBITDA, adjusted, plus other non-cash items, minus changes in working
capital and investments.

Earnings per share
Profit for the period divided by the average number of ordinary shares adjusted
for the set-off issue and 80:1 split conducted in the first quarter of 2014.

Adjusted earnings per share

Adjusted profit for the period after tax divided by the average number of
ordinary shares adjusted for the set-off issue and 80:1 split conducted in the
first quarter of 2014,

Items affecting comparability
Non-recurring items with a significant impact on the results which are
important for understanding the underlying development of the business.



DEFINITIONS OF KEY FIGURES

Key figures not defined in accordance with IFRS

Operating cash flow

In order to improve its total cash flow, Bufab continuously measures the cash
flow generated by operations in all its companies. This is expressed as Operat-
ing cash flow and defined below.

Operating expenses

Operating expenses is an expression of operating expenses before deprecia-
tion, amortisation and impairment of acquired intangible assets. The key
figure is defined below.

[ 2020 | 2019

SEK million l 2020] 2019 SEK million

EBITDA, adjusted | 524 | 426 Distribution costs -548{ 565
Other non-cash items ‘ -8] 2 Administrative expenses -287 | -250
Changes in inventory | 96] 60 Other operating income I 110 1 39
Changes in operating receivables I -1 ] 66 Other operating expenses ‘ -75 ] -39
Changes in operating liabilities [ 105 ] -136 Depreciation and amortisation |

Cash flow from operations ' 606—] 18 of acquired intangible assets 30 15
tnvestments excluding acquisitions .' -66 l -67 Operating expenses L-JUJ 799
Operating cash flow L_H _Siqj 351

EBITDA
EBITDA is an expression of operating profit before depreciation, amortisation
and impairment. The key figure is defined below.

SEK million [ 2020} 2019
Operating profit { 452 368
Depreciation/amortisation and impairment i 183 l 148
EBITDA [ 635 517

EBITDA, adjusted

The performance measure EBITDA, adjusted, is an expression of operating
profit before depreciation, amortisation and impairment, less amortisation
on right-of-use assets and interest expenses on lease liabilities according to
IFRS 16. The key figure is defined below.

[ 12020 I 2019

Working capital

Because Bufab is a trading company, working capital represents a large share
of the balance sheet’s value. In order to optimise the company’s cash genera-
tion, management focuses on the local company’s development, and thereby
the entire Group’s development, of working capital as it is defined below.

SEK million | 2020 2019
Current assets { 2,513 2,547
Less: cash and cash equivalents } -292 I -216
Less: current non-interest-bearing liabilities | I

excluding liabilities for additional purchase prices -776 -677
Working capital on the balance-sheet date L__ __1,_4_45:_] 1,654

Net debt

Net debt is an expression of how large the financial borrowing is in the com-
pany in absolute figures after deductions tor cash and cash equivalents. The
key figure is defined below.

SEK million

Operating profit i 452 368  SEK million [T 20201 2019
Depreciation/amortisation and impairment l 183 148 Non-current interest-bearing liabilities I 1,744 | 2,109
Less: amortisation on right-of-use l Current interest-bearing liabilities I 96 ] 175
assets according to IFRS 16 -9 82 Less: Cash and cash equivalents I -282 ] -216
Less: interest expenses on lease liabilities - - -

according to IFRS 16 ' —12 -1 Less: other interest-bearing receivables [ 0 ] 0
EBITDA 524 426 Net debt on balance-sheet date Ljﬁﬂ 2,068
EBITA Net debt, adjusted

Bufab’s growth strategy includes the acquisition of companies. For the pur-
pose of illustrating the underlying operation’s performance, management has
chosen to monitor EBITA (operating profit before depreciation, amortisation
and impairment of acquired intangible assets). The key figure is defined below.

Net debt, adjusted, is an expression of how large the financial borrowing is in
the company in absolute figures after deductions for lease liabilities according
to TFRS 16 and cash and cash equivalents. The key figure is defined below.

SEK million [T 2020 2019
SEK million r——ZFZ—O.I 2019 Non-current interest-bearing liabilities | 1,744] 2,109
Operating profit [ 452 368 Current interest-bearing liabilities ! 96 | 175
Depreciation/amortisation and impairment [ 30i 15 Less: lease liabilities according to IFRS 16 I -326 ! -402
EBITA S ~ 482 384  Less: cash and cash equivalents | -202| -216
Less: other interest-bearing receivables ‘ . OI 0
Net deht an halance-sheet date l: .+ 1,220 l 1,666
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DEFINITIONS OF KEY FIGURES

Organic growth

Because Bufab has operations in many countries with different currencies, it is
essential to provide an understanding of the company’s performance without
currency effects when translating foreign subsidiaries. In addition, Bufab has
an important strategic objective in carrying out value-generating acquisitions.

For these reasons, growth is also recognised excluding currency effects when
translating foreign subsidiaries and excluding acquired operations within the

term Organic growth. This key figure is expressed in percentage points of last
year’s net sales.

] R 2020 - -

} Group North West East UK/North America

Organic growth { -5: -6 =10 4 -1
Currency translation effects I -2 -1 0 . =5, R - =2 I

Acquisitions [, 16 14 - . o 72

Recognised growth 10 ‘8 -1 =1 69

2019

Group North* West* East* UK/North America*

Organic growth 1 — — — —

Currency translation effects 2 —_ —_ — —

Acquisitions 12 — — — —

Recognised growth 15 — —_ -— —

* Due to the new segment structure from | January 2020, comparative figures are not reported for 2019 with respect to organic growth for the segments.
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