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SafeStore Auto...

...Is a safe deposit locker system that
combines next-generation automated
technology and advanced customer
identification features to enable round-
the-clock accessibility — without
compromising highest security. The
system is used in housing, banks and
storage solutions.

This document is essentially a
translation of the Swedish
language version. In the event of
any discrepancies between this
translation and the original
Swedish document, the latter
shall be deemed correct.

H The Annual Repor't-

The Board and CEO of Gunnebo AB
(publ), company registration number
556438-2629, hereby submit the
Annual Report and consolidated
accounts for the 2019 financial year.
The Annual Report is presented on
pages 2, 8-11, 30—40 and 44-88.
The Annual Report has been audited
by Gunnebo’s auditors.

See the Auditor’s Report on pages
89-91.

The Sustainability Report, examined
by the auditors, can be found on
pages 44-51.

The Corporate Governance Report,
examined by the auditors, can be
found on pages 34-40.




Innovation.
Flow.

The Gunnebo Group’s Business Units are missioned
to support their customers by delivering innovative
products, software and services to better control the
flow of valuables, cash and people.

Entrance Control shapes the future of people
flow management and advances the way public and
private buildings control access and flow by creating
innovative passage barriers and detection systems for
a more intuitive and secure user experience.

Safe Storage develops innovative solutions for the
protection of valuables at home, in transit and at work
and helps businesses and people control access to
those valuables more effectively.

Cash Management creates an efficient and secure
flow of cash for retailers, banks and CIT companies by
delivering smart solutions which automate cash
handling and optimise the cash cycle.




Ten Strong
Brands

GUNNEBO’

www.gunnebo.com

Chubbsafes

www.chubbsafes.com

HAMILTON

www.hamiltonsecuritysolutions.com

v sallén

www.sallen.es

cominfc

www.cominfo-trade.com

STEELAGE

www.steelage.com

@ateway

www.gunnebogateway.com

MMinimax

www.minimax.co.in

LAROSENGRENS

www.rosengrens.com

elkosta

www.elkosta.com

2019 in Brief

Financial Highlights

e Order intake amounted to MSEK 5,485
(5,218), an increase of 5% (2% in con-
stant currencies) year-on-year

¢ Net sales amounted to MSEK 5,459
(5,128), a growth of 6% (3% in constant
currencies) year-on-year

e EBITA amounted to MSEK 321 (334)
and the EBITA margin to 5.9% (6.5)

e [tems affecting comparability (IAC)
amounted to MSEK —91 (-29)

e Operating profit (EBIT) amounted to
MSEK 192 (265)

e Free cash flow amounted to MSEK
197 (124) and free cash flow per share
amounted to SEK 2.41 (1.62)

e A dividend of SEK 0.00 per share (0.50),
is proposed

Business Highlights

e The Business Unit structure fully im-
plemented. With this, the regional or-
ganisation structures ceased to exist at
year-end 2019.

e Cost-efficiency programme launched in
July and implemented according to plan,
full effect from half year 2020

e Acquisition and integration of Czech
entrance control company, Cominfo

* Rights issue of some MSEK 360
completed in Q3

e Strategic overview of business oper-
ations within Business Unit Integrated
Security

e New President & CEO in November and
a new, leaner Group Executive Team as
of 1 January 2020

Key Ratios

2019 2018
Net sales, MSEK 5,459 5,128
EBITA, MSEK 321 334
EBITA, % 5E 6.5
Amortisation and impairment from acquisition related intangibles 47 -40
ltems affecting comparability (IAC) -91 -29
EBIT 192 265
Net profit 45 120
Earnings per share, SEK 0.55 1.57
Free cash flow 197 124
Net debt/EBITDA, times 3.0 3.5
Dividend per share (*proposed), SEK 0.00* 0.50




SafeDepoéit-—-.and
Closed Cash Handling...

...combined here on MSC cruise ship, the Grandiosa, as

a solution for efficiently and securely managing the cash
used to charge special payment cards.




Comments by the CEO
A Year of Change to Build
a Stronger Gunnebo

Today, Gunnebo consists mainly of the three Business Units
Entrance Control, Safe Storage and Cash Management. All
have a global footprint with capacity to deliver complex solutions
to satisfy the needs of customers, both large and small.

During the year, we demonstrated our ca-
pability in several complex projects. Within
Entrance Control to airports and high-risk
sites and within Cash Management to cash-
in-transit companies around the world. We
have also started to optimise the go-to-
market model which for Safe Storage has
resulted in a shift from direct to indirect sales
in important markets in Europe.

The new organisational structure was
finalised and implemented while we contin-
ued to develop our business and offerings.
Feedback from our customers on the new
organisation has been positive, and employ-
ee surveys show increased engagement
from our employees. During the year we
implemented and integrated the acquisition
of Cominfo into Business Area Entrance
Control. In July 2019 we also launched a

cost-efficiency programme, which is now
being realised according to plan and will
take full effect from the second half of 2020.
In addition, we carried out a rights issue,
which contributed some MSEK 360 in the
third quarter. When | assumed the role of
President & Group CEO in November | pre-
sented a leaner, more focused management
team to lead the Group into the future.



Performance

For the full year, we had a sales growth of 3%
in constant currencies, and an EBITA in line
with last year resulting in a margin of 5.9%.
Even if this is far from satisfactory, it is still a
decent result, considering all ongoing chang-
es. We ended the year with a net debt/EBITDA
of 3.0, an improvement of 0.5 compared to
last year, and generated a strong free cash
flow of MSEK 197 mainly due to focus on our
working capital.

Development by Business Unit

Entrance Control had a strong year with

an increase in net sales of 21% in constant
currencies. The integration of Cominfo goes
according to plan, and the expected syner-
gies have been confirmed.

Safe Storage reported 6% sales growth in
constant currencies. As part of the cost-
efficiency programme, the Business Unit will
address the cost structure in Europe. Safe
Storage has begun its journey to change its
route-to-market in Europe to a partnership
model. In parallel, market testing of new,
innovative products aimed at driving growth
is now ongoing in several customer seg-
ments. We expect some of these projects
to already contribute to sales in 2020.

Cash Management had a challenging year
where net sales contracted by 9% in con-
stant currencies. However, a stronger cost
focus and launch of several new products
have set the stage for increased sales and
improved margins ahead.

Integrated Security is a portfolio of local
business operations that closed a weak 2019
with a 6% decline in net sales in constant
currencies. Profitability improved over the
year due to cost actions, but has not reached
a satisfactory level. In the ongoing strategic

review, customer and product synergies with
other Business Units have been identified. To
capture these synergies, some 20% of the
Integrated Security business operations will
be merged into Safe Storage and Entrance
Control as of 1 January 2020. At the same
time, the Business Unit will change name

to Other Business, which better reflects the

In Focus 2020

As newly appointed President & CEO, | can
see how Gunnebo’s employees, products,
brand portfolio, sustainability agenda and
international market presence will allow us to
further strengthen our customer service and
grow our sales while improving profitability in
the coming years. We are active in exciting

“ Our employees, products, brand
portfolio, sustainability agenda and
international market presence will

allow growth

Business Unit’s diversified operations. The
new reporting structure and historical key
ratios will be presented in the first quarter of
2020. The strategic review of the remaining
business operations in Other Business will
continue during 2020.

Engaged and Motivated Employees

2019 has been a year of change where all
employees in the European sales organisa-
tion adapted to new ways of working in the
Business Unit organisation. During the fourth
quarter we took the last step and convert-
ed Asia-Pacific, Middle East & Africa and
Americas into the Business Unit structure.
To do this change — and still manage to keep
the momentum of sales growth —is a true
achievement. A big thank you to our 4,200
employees who have been very positive
driving forces in making this change happen!

market segments and geographic markets
with an annual growth rate ranging from
3% to 6%. The Cominfo acquisition shows
Gunnebo’s capability to further strengthen
our market position through strategic ac-
quisitions. While addressing cost levels, we
continue investing in customers and innova-
tion — the keys to long-term growth.

| am convinced that both our customers
and other stakeholders will start to see posi-
tive effects of the change during 2020. | look
forward to leading Gunnebo going forward,
together with the executive team and the
Group’s employees, with our target set on
profitable growth.

Finally, I would like to thank all our share-
holders, customers and business partners
for your trust and valuable contribution
during our change journey, and to Gunnebo’s
continued development.

Gothenburg, March 2020
Stefan Syrén, President & CEO



Gunnebo Annual Report 2019 / The Gunnebo Group

Group Strategy & Main Initiatives 2019

Gunnebo’s strategy is to develop products and solutions to create a
safer world by delivering innovative products, software and services to
better control the flow of valuables, cash and people.

2019 has to a large extent been about
implementing the strategic plan that was
established in 2018. Following a thorough
review of the Group’s business where the
end customer and product offering were put
in the centre, certain non-core businesses
were divested. This was followed by the
launch of a new way to drive and govern the
business, through a new customer-centric
organisation built by product offering in
Business Units.

All Business Units are managed according
to the same governance model, where each
Business Unit has the strategic responsibility
and full accountability for their respective val-
ue chains — from identifying customer needs
to service as well as the full profit and loss
responsibility. Clear customer focus and the
decentralised ownership by Business Unit will
enable Gunnebo to drive profitable growth.

> Read more on pages 12-29 about each Busi-
ness Unit.

The Security Market

Development and growth in the global secu-
rity market comes from increased needs for
security and protection, urbanisation, devel-
opment of infrastructure, increased wealth
and higher standard of living, technology-

Historical
Timeline

The name Gunnebo comes from the
village of Gunnebo in eastern Smaland,

driven growth and connectivity as well as
compliance with legislation and regulations.

To capture the market growth generated
from these global trends, the Business Units
Entrance Control, Safe Storage and Cash
Management will adapt product offerings to
the customers’ specific needs and optimise
value chain through tailored go-to-market
models. Business Unit Integrated Security is
made up of a number of local businesses,
each with its own market conditions having
their own strategic direction.

Group Strategic Priorities
and Outcome 2019

The Group has identified four overarching
strategic priorities, which the Business
Units’ strategies aim to fulfil:

Shareholder value

By delivering sustainable, profitable growth,
Gunnebo shall deliver value for its share-
holders through dividend payments and
increased shareholder value.

Outcome 2019: After the introduction of the
customer-centric organisation, Gunnebo is
ready to deliver the next phase of its devel-
opment. The Group will to a greater extent
develop new customer offerings and take

advantage of the opportunities offered by
acquisitions and divestments.

With this in mind, and considering that
the company completed a new share issue
of some MSEK 360 in 2019, of which MSEK
250 has been used for acquisitions, the
Board estimates that a continued strength-
ening of the Group’s balance sheet will
increase the company’s ability to act in the
coming year. The Board therefore proposes
a dividend of SEK 0.00 (0.50) per share for
the financial year 2019. This divergence from
the long-term dividend policy should be
regarded as temporary.

Satisfied customers

By providing products, services and soft-

ware giving peace of mind, Gunnebo shall

strive to exceed customer expectations.
Gunnebo is measuring customer satisfac-

tion in different ways, per Business Unit and

geography.

Engaged employees

Gunnebo shall provide its employees with
opportunities to develop personally and
professionally.

Outcome 2019: In the fourth quarter of
2019, the Group conducted a new em-
ployee engagement survey. One of the key

1995-2005

Acquisitions

Gunnebo Industries, at
the time the Gunnebo
Engineering division, is
distributed to Group’s
shareholders and is
listed on the Stockholm
Stock Exchange.

Gunnebo AB enters into
an expansive decade and
acquires almost 50 companies
from around the world, the
majority of which specialise in
security solutions.

Gunnebo Industries is acquired by
HIDEF, a venture capital company
founded by the Swedish government
in 1991. HIDEF changes its name
to Gunnebo AB and is listed on the
Stockholm Stock Exchange for the
first time. The new company focuses
on delivering security solutions
globally.

a province in southern Sweden, where,
in 1764, Hans Hultman opened a forge
and started to produce nails and chains.
This relatively limited business grew
steadily until Gunnebo Bruks Nya AB
was founded in 1889, which had several
metalworking factories. Gunnebo

Bruks Nya AB later became known as
Gunnebo Industries.




@ Mission. Create a safer world.

metrics — employee engagement — shows an
improvement compared to the global survey
done in 2017. This signals that, despite orga-
nisational changes due to the implementa-
tion of a Business Unit structure, employees
welcome simplified ways of working, clear
responsibilities and a stronger platform for
personal development and performance.

Sustainable business
Gunnebo shall drive sustainable and ethical

business activities throughout its value chain.

Outcome 2019: Since the base-year 2016,

a majority of the non-financial targets have
been developing in the right direction. How-
ever, it is already now clear that the Group
will not achieve all targets at year-end 2020.
During 2020, the non-financial targets will be
reviewed and activity plans for further devel-
opment of the sustainability agenda will be
communicated.

> Read more about sustainability on pages 44-51.

Strategic Activities in 2019
Business unit structure implemented

The transformation of Gunnebo into a Group
with customer focus by product offering

in Business Units started mid-2018 with
embedding the European sales companies
into the Business Unit structure. In a second
step, during second half of 2019, the sales

companies in Region Asia-Pacific, Middle-
East & Africa and Region Americas were em-
bedded into the Business Unit organisations.
With this, the regional organisation structures
ceased to exist at year-end 2019.

Acquisition of Cominfo s.a.

Gunnebo announced the closing of the ac-
quisition of Czech Entrance Control compa-
ny, Cominfo, on 2 July. The acquisition is in
line with the Group’s strategic agenda and is
further strengthening Business Unit Entrance
Control. Cominfo is a very good strategic

fit for Entrance Control since it extends the
geographical footprint and product offering.
Moreover, there are synergies within produc-
tion and R&D.

Cominfo has an annual sales of some
MSEK 140 and a profitability in line with
Entrance Control. The acquisition has been
consolidated into the Group’s accounts as
of the third quarter 2019.

Cost-efficiency programme launched
With the Business Unit structure implement-
ed, Gunnebo will have a leaner end-to-end
business model. The speed of change was
accelerated in July, when the Group an-
nounced a cost-efficiency programme that
will generate annual cost savings of some
MSEK 100, with full effect from half year
2020. The programme will bring non-recur-

A

Vision. Be a leading global
provider of a safer future.

ring charges of some MSEK 60 where the
majority, MSEK 53, has been taken in 2019.

The programme comprises a mix of over-
head reductions in Europe, mainly within the
Business Units Safe Storage and Integrated
Security as well as management changes in
the Group Executive Team and the disman-
tling of regional structures in Asia-Pacific and
the Americas as of year-end.

Rights issue

At an extraordinary general meeting in Au-
gust, the Group’s shareholders approved
the Board of Director’s resolution on a rights
issue of some MSEK 360, which was over-
subscribed and successfully closed at the
end of September. The capital was used for
the acquisition of Cominfo s.a. and to further
improve the net debt.

New President and CEO

In November, Henrik Lange, who had been
President and CEO of the Group since June
2015, handed over the leadership to Stefan
Syrén. Stefan took up the position as Presi-
dent and CEO in addition to his responsibili-
ties as SVP Business Unit Safe Storage and
SVP Business Unit Integrated Security.
Robert Hermans was appointed Executive
Vice President alongside his role as SVP
Entrance Control.

2006-2008 2009-2015

2016-2018

Integration Footprint Extension Profitable Growth Focus on Customers

Gunnebo AB begins the
process of integrating the
acquisitions made over the
previous 12 years.

The overriding vision, “To be the
leading global provider of a safer
future”, is defined for the Group.
Following the establishment of a
sales company in China in 2010, the
Group continues to develop its market
presence in growth markets through
the establishment or acquisition of
Gunnebo Brazil (2011), Gunnebo
Malaysia (2012), Hamilton, United
States (2012), Gunnebo South Korea
(2013) and Sallén, Spain (2015).

Gunnebo begins the
implementation of the strategy
for profitable growth, aiming at

shifting the Group into an operating
company with global processes,
standardised and lean ways of
working, customer focus, as well
as a good profitability and cash
flow focus.

Implementation of the profitable growth strategy
continues. By year-end 2018, the measures had
led to a transition to a customer-centric focus
built around the product offering. As a result,
the Group’s operations in France, Belgium and
Luxembourg were divested during 2018. The
strategy also led to new financial targets and the
implementation of a new organisational structure
by product offering in Business Units. In July
2019, the entrance control company Cominfo
a.s. was acquired as part of the strategy to grow
the Business Unit Entrance Control.
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Business Model

Gunnebo’s business model identifies the underlying market
drivers that form the basis for creating focused strategies

by Business Unit. By delivering on these strategies, value is
created for the Group’s stakeholders.

Market Drivers

Market drivers provide input to the Business Unit strategies
and offerings. They help clarify where value can be created
and generate business opportunities. The following under-

lying market drivers are common denominators for all four

Business Units and support continued long-term growth in
the security industry:

Increased Security Awareness

The threat from terrorism has led to increased de-
mand for security, particularly at public and comm-
ercial sites. People are also more conscious about
personal safety and security, and of those close to
them.

Urbanisation

A growing proportion of the global population live in
cities. Both the size and population of urban areas are
increasing.

Development of Infrastructures

Urbanisation is leading to an expansion of inner-city
infrastructures and greater demand for better
transportation networks.

Increased Wealth and a Higher Standard of Living

Just as the global population is growing so is the
middle class, particularly in fast developing countries.

Technology-driven Growth and Connectivity

As the Internet of Things begins to create real value
for customers, previously unconnected security
products are becoming intelligent and provide
access to data which can be utilised to improve
business efficiencies.

Compliance With Legislation and Regulations

As new regulations come into force to tackle security
issues on a national, regional and international level,
sites must improve security to ensure compliance.

Strategy Execution in Business Units

Gunnebo’s strategy is to develop solutions to create a safer world.
This is done by delivery of innovative products, software and
services to better control the flow of valuables, cash and people.

By delivering on this strategy, value is created for the Group’s

stakeholders:
e Shareholder value e Satisfied customers
e Engaged employees e Sustainable business

Entrance Control

Mission: Provide inno-
vative entrance control
systems designed for an
intuitive user experience.

Vision: Shape the future
of people flow manage-
ment.

Safe Storage

Mission: Protect valuables
and to provide peace of
mind at home, in transit
and at work.

Vision: Become the
number one protector

of valuables in selected
markets through industry
leading innovation.




The Business Units’ strategies individually lay out the priorities
and activities that will ensure fulfilment of the Group strategy.

By creating Business Units by product offering — designed by
customer needs and go-to-market model, they can develop spec-
ific offerings for their respective customer segments. This is how
Gunnebo will win in the marketplace.

Cash Management

Mission: Be the experts
in the complete payment
cycle providing cost-
effective and secure solu-
tions through innovative
business models.

Vision: Lead and co-
develop the future cus-
tomer payment cycle by
offering best-in-class up-
time and peace of mind.

Integrated Security

Integrated Security is
made up of a number of
local businesses.

The strategy for each
business is to achieve
the Group’s target for
profitability and growth.

Stakeholder Value Creation

Our Business

Shareholders

The profits the Group generates is for the benefit of its
shareholders through dividend payments and increased
share value. Dividend: MSEK 38

Customers

The Group’s revenues represent the market value of the value
Gunnebo delivers to its customers. Turnover: MSEK 5,459

Suppliers

Through building strategic supplier partnerships throughout
the value chain, the Group supports job creation beyond its
own business. Cost of material, transport, vehicles, travel
and other costs: MSEK 3,196

Creditors

A long-term sustainable net debt/EBITDA ratio and improved
profitability allow for strong, long-lasting relationships with
financing partners. Cost of credit facilities and interest:
MSEK 66

Our People

Employees (4,256)

The Group works to ensure a motivated, engaged and
accountable workforce by providing personal development
and opportunities to grow professionally within the orga-
nisation. This enables employees to deliver value-added
offerings to the Group’s customers. Remuneration and
social security charges to employees, subcontractors and
consultants: MSEK 1,817

Our Impact
Society

The Group is committed to creating a sustainable and
ethical business which strives to minimise its impact on
the environment. Income taxes paid: MSEK 115
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Targets & Performance

Gunnebo’s targets are those that the Board and the Group
Executive Team deem to be most relevant to ensure profitable
growth and the development of a sustainable business.

Non-Financial Targets 2020

Gunnebo’s non-financial targets were adopted in 2016, with 2016 as base. The targets support
sustainable, profitable growth. By taking a long-term approach to sustainability, with clearly
defined targets ensures that Gunnebo’s 4,200 employees create a sustainable, attractive offering
for the Group’s customers and partners resulting in value for the shareholders.

> Read more about Sustainability on on pages 44-51.

Aggregated
Target 2020 Outcome 2016-2019

Environment Energy & Climate 8 O 3
Reduce the use of electricity at manufacturing - % + . %

units and major sales units

Reduce CO, emissions from manufacturing ..I 5 2 5
units and sales units — —
% . %

Reduce CO, emissions from own fleet 2 O 6
on average — —

g % 4 . %
Waste
Increase recycling from non-hazardous + % + . %

waste in production

Environmental Management v
All manufacturing units ISO 14001 certified % %

Su pp|y Chain All major suppliers comply with the Group’s -4 O O 9 8
Code of Conduct
! % %

Occupational All manufacturing units OHSAS 18001 ..I O O
or ISO 45001 certified 0 8 [o)
Health % ; %

10



Financial Targets

Gunnebo’s financial targets* focus on profitable growth that will
contribute to a good return for the company’s shareholders.

* For definitions of the financial targets, please see page 100.

Target Qutcome 2019

MSEK %

Sales Growth 17860

With focus on the Business i 5 3
Units, the Group is struc- 1200 % %

tured to capture growth in

the market
1 2 3 4 1 2 3 4 1 2 3 4
2017 2018 2019

M Sales = Sales growth 12M, %

MSEK %
Profitability P~ ’

160 8
EBITA target defined by Busi- " \_\ . >‘] O 5 9
ness Unit ensures dedicated 120 % ] %
focus on driving improve- 100
ments

W N o o

2017 2018 2019
M EBITA = EBITA % 12M EBITA %

Net Debt/EBITDA

A level of less than 2.5 will
ensure the Group’s long-term
financial strength

<2.5 3.0

1 2 3 4 1 2 3 4 1 2 3 4
2017 2018 20197

M Net debt Net debt/EBITDA

"'Net debt includes the effect of IFRS 16 Leases effective from 1 January 2019.
Comparative figures have not been restated.

11
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Offering

The Gunnebo Group is a global provider of security solutions where the
offering is focused on four Business Units: Entrance Control, Safe Storage,
Cash Management and Integrated Security.

Entrance Control

Controlling and
regulating access
at key entry points

24

of Group sales

Safe Storage

Protecting valued
items from burglary,
fire and explosion

3 /%

of Group sales

12



Cash Management

Creating an efficient
and secure cash cycle

194

of Group sales

Integrated Security

Each business to achieve
the Group’s target for
profitability and growth

20

of Group sales

13
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Market Drivers and Trends

* Growth of urban populations
driving inner city developments
for metro and systems for bus
rapid transport (BRT)

¢ Increased cross-border movement
of people gives airport constraints
with increased number of travellers

« Staff and visitors increasing
universal mobility

¢ Increased process efficiency and
opening hours

* Growing terrorism and crime
threats, actual and perceived

* Major investments in critical
infrastructure such as power
plants, airports and military sites

Strategic Priorities

¢ Broad offering from crash-rated
outdoor range for high security to
indoor access and flow control

* Specialised ranges for airport and
metro with focus on passenger
experience

* Process optimisation through
automation with healthy ROI
thanks to durability and reliability

¢ Scalable manufacturing capacity
to deliver large projects with tight
lead time

¢ Ergonomic design to simplify
human machine interaction

* Customisation capacity for
integration of third-party devices

¢ Data analytics capability for
development of process opti-
misation tools

¢ Biometric-ready offering for easy
integration in the upcoming identi-
fication ecosystems

* Software platform for flow
management to enhance
operational efficiency

Business Unit
Entrance Control

Entrance Control is about protecting people, assets
and buildings through controlling access using passage
barriers and detection systems.

Gunnebo provides a wide range of entrance control gates including tripod turnstiles,
speed gates, full-height turnstiles and security revolving doors to regulate the flow
of people into, out of and around a site such as office buildings and high-risk sites.
The offering also includes solutions specifically designed for metro and railway ap-
plication (ticket validation gates) and airports (passenger process automations such
as automated boarding, anti-return, immigration and pre-security gates). Moreover,
Gunnebo also provides high-security outdoor perimeter protection solutions in cer-
tain geographical areas.

‘ ‘ Gunnebo has a global market
share of 12%, making it the
second largest player worldwide

The Global Market for Pedestrian Entrance Control

The market for pedestrian entrance control has an estimated CAGR market growth
of around 5% up to 2023, in a market that has a value of BSEK 7.5. On this market,
Gunnebo has a market share of 12%, making it the second largest player globally.

Geographically, the highest growth rates are expected to come from Asia, the
Middle East and Africa. But it is also predicted that mature markets in Europe and
Americas will see healthy growth during the coming years.

In terms of customer segments, market growth is typically driven by urbanisation
where airports, metro and bus rapid transport systems (BRTs) are the segments
expected to have highest increase in demand. Public and commercial buildings and
in particular office and government buildings remain the main portion of the market
and are expected to grow. In the coming years segments such as education, leisure
and entertainment as well as high security are also expected to show an increase in
demand.

Performance 2019

Entrance Control reported a strong growth in net sales of 21% in constant curren-
cies. The integration of Cominfo is going according to plan, and the expected syner-
gies have been confirmed. Entrance Control keeps growing with innovative solutions
in the mass transit segment and several new orders have been won with airports.
This has been possible due to Gunnebo’s ability to deliver global projects with large
volumes and excellent quality.

For the full year, the Business Unit reported an EBITA of MSEK 204 (176), resulting
in an EBITA margin of 15.6% (16.8). Entrance Control has been able to both grow and
invest in future growth during the year, which explains the slightly lower EBITA margin
compared to last year.



©

Mission. Provide innovative entrance control
systems designed for an intuitive user experience.

Vision. Shape the future of people flow

* management.

Product Offering: Speedgates, tripod turnstiles, airport products, full-height turnstiles

Entrance Control in Figures

msex 1,307 21

Net sales Sales growth

Market Structure

msex 7,400 0%

Market value, 2018 Market growth, 2016-2023

Sales Model and Customer Structure

Sales model Market segments

Direct: 10% Public and commercial build-
Indirect: 90%, through system ings, stadia, high-risk sites,
integrators and distributors metro and airports

Share of Group

. . Key ratios

15.6%

EBITA margin

12%

Market share, 2018

Selected customers
Honeywell, JP Morgan, LG, Shell,
Siemens, Stockholms Lokaltrafik
(SL) and Swedavia Airports

EMEA 51%
Asia-Pacific 34%
Americas 15%

Sales by region

Alvarado, Automatic Systems,
Dormakaba, Magnetic Autocontrol,
Integrated Design Limited, Boon Edam

Selected competitors

Brands
Gunneso  elRosa

cominfc

Manufacturing Units

Zlin (C2), Lavis (IT),

2019 2018
24 47 Net Sales, MSEK 1,307 1,048
% 9 (0] Sales Growth, % 21 13
EBITA, MSEK 204 176

Net sales EBITA
EBITA, % 15.6 16.8

Halol (IN), Kunshan (CN)
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Customer Case

Swedavia Increases Customer
Satisfaction by 18% by Implementing
Gunnebo Entrance Control Solutions

// Swedavia, Sweden

Background

Swedavia owns, operates and develops a
network of 10 Swedish airports from Malmd
in the south to Kiruna in the north. The
company was formed in 2010 and is wholly
owned by the Swedish government.

During 2018, 42 million passengers flew
to and from Swedavia’s airports. Stock-
holm Arlanda and Gothenburg Landvetter
airports have the most passengers, with
close to 34 million between them during
2018. Arlanda has experienced passenger
growth for more than 100 consecutive
months.

Challenges

Air travel is on the rise. The airline industry
predicts that passenger numbers will dou-
ble by 2027 to more than 8 billion globally.
Swedavia is a world leader in operating
climate-smart airports. It has an objective
to emit zero fossil carbon dioxide from its
own operations by the end of 2020.
Innovation is one of Swedavia’s four core
values, and the company is constantly
working to create a seamless and stress-
free travel experience. One result of this is
the introduction of self-boarding gates.

Solution

Swedavia is installing around 240 Gunne-
bo BoardSec boarding gates and PreSec
pre-security gates at its airports. AlImost
half of these are at Arlanda, a further 13%
at Landvetter, 10% at Malmd, and a further
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30% at seven regional Swedavia Airports.
By the end of 2019, most of the installations
had been completed.

Results

The new gates have already improved the
passenger experience at Swedish airports,
reducing queues and giving people more
quality time at the airport. The gates are
integrated with all types of boarding cards,
including digital passes in mobile phones.

Quotes

“These automated systems have now given
our passengers at Arlanda 20-30% more

time to spend with our service offerings at
the airport.”

Johan Monie, Business Process Manager at
Arlanda Airport

“Bromma Airport now has an even speed-
ier, smoother passenger process with
these systems. Passenger satisfaction has
actually increased by 18% since their intro-
duction.”

Susanne Strand, Passenger & Customer
Experience Manager at Bromma Airport



Facial Recognition ID Innovates the Airline Industry

Aena is the world’s number one airport op-
erator in terms of passenger traffic. Over 263
million passengers passed through Spanish
airports in 2018.

Iberia is Spain’s biggest airline. With 144
aircraft, Iberia offers a vast range of desti-
nations: a total of 138 cities in Europe, the
Americas, Africa, the Middle East and Asia.

Challenges

Iberia and Aena want to improve their pas-
senger experience. Through their “Airport
4.0” strategy, they are seeking to implement
cutting-edge airport services with the highest
standards of security, safety, quality, efficien-
cy and care for the environment.

Solution

This Proof of Concept (POC) for facial rec-
ognition ID provides a voluntary option for
passengers at Terminal 4 of Madrid-Barajas
airport to register via an app on a mobile
device, or from a kiosk at the airport.

Registration is based on identification
technology that recognises unique and
non-transferable physical features, together
with identity documentation such as ID card
or passport.

Once they have registered, passengers’
biometric information is integrated into the
Gunnebo speedgates at the entrance to
airport pre-security and at the aircraft board-

ing gate. This enables travellers to board the
plane without showing their boarding pass or
identity documentation at any point.

Aena and Iberia have worked on this pro-
ject in partnership with IECISA, Gunnebo and
Thales. Starting in December 2019, the POC
will last between 6 months and a year.

Results

Already this POC has improved the customer
experience at the airport by integrating all
the ID processes into one mobile phone app,
reducing the time spent queuing at pre-secu-
rity and at the boarding gates.

Moreover, passenger security is improved
thanks to facial recognition technology that

“The growth we have experienced this
year is the result of long-term strategic
investments in our product portfolio
and a strong marketing agenda to-
wards growing customer segments as
airport, metro and public and commer-
cial buildings. With our global footprint
we have the capability to make large
and complex deliveries to global cus-
tomers. This capability will continue to
drive our growth.

“In July, we acquired Cominfo,
which has been a targeted company

matches with identity documentation. This
gives more time for security staff to focus on
those passengers that require special needs
or attention, and reduces the turnaround
time for aircraft at the airport, thereby im-
proving efficiency.

Quote

“Facial recognition and the recording of
biometric profiles via our application are a
part of our connected operations project and
will enable our customers to have a better
experience. This is the main reason behind
Iberia’s commitment to innovation.”
Gabriel Perdiguero
Transformation Director, Iberia Airlines

Robert Hermans, SVP Entrance Control: You have
delivered an impressive profitable sales growth of 21%
in 2019. How come you have been so successful?

for a long time. This has also been a
good contribution to our growth for
2019.”

Most of the products you provide
come from your own production.
How do you ensure production scal-
ability as growth continues?

“With the acquisition of Cominfo, com-
pleted in July 2019, we extend not only
our geographical footprint but also
production capacity. So we are ready
to continue to grow!”
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Market Drivers and Trends

* Demand for safes and vaults to
protect valuables growing outside
the banking sector

¢ Changing needs of what individuals
and businesses want to protect
drives customisation

* Cybersecurity growing in
importance

» Safe storage products integrating
technology for more connectivity

* Greater security concerns, due
to terrorism and a more uncertain
world order for all public and high-
risk sites

Strategic Priorities

* Customer-driven solutions through
a new, proprietary innovation
model

* Capture growth within Safe
Storage by product offering and
sales through distribution partners

* Support bank customers in their
change process

* Grow the business by entering
new, targeted market segments
with tailor-made solutions

¢ Develop solutions for intellectual
property and data protection

* Provide enhanced competence
in security and high-risk site
protection

Business Unit

Safe Storage

The mission of Safe Storage is to protect cash, valued
items and data from burglary, fire and explosion, as well
providing peace of mind at home, in transit and at work.

A wide range of safe storage products is available from the Gunnebo brands, in-
cluding modular strong rooms and vault doors, mechanical and automated safe
deposit lockers, high-security electronic locks and locking systems, safes and filing
cabinets, globally marketed through the renowned brands Chubbsafes, Hamilton
and Steelage. These brands have been providing customers with peace of mind for
centuries. Gunnebo’s offering in Safe Storage also includes high-security server cab-
inets (SecurelT) that protect sensitive IT equipment not only against intrusion, manip-
ulation and wilfull damage, but also from intelligence gathering and and high-energy
electromagnetic pulse attacks.

‘ ‘ Innovation will drive future
growth in an expanding market

The products are certified by independent certification bodies which guarantee
a specific level of protection against burglary, fire or explosives. Since there is no
global certification standard, Gunnebo certifies its products in accordance with the
most trusted regional norms, such as EN in Europe, UL in the USA and BIS in India.
Independent certification is important for customers as it provides a recognised clas-
sification system which corresponds to local insurance ratings.

The Global Market for Safe Storage

The market for safe storage is very fragmented with only a few players acting on
more than one continent. The market is also fragmented in terms of offering, stretch-
ing from high-graded products down to basic metal safes. Total market value is
estimated at some 32 BSEK where Europe, Middle East and Africa represents 39%,
Asia-Pacific 33% and Americas 28%. The annual CAGR market growth is estimated
at 6% until 2022.

*Source: Global Safes & Vaults Market 2018-2022

Performance 2019

Safe Storage reported sales growth of 6% in constant currencies. As part of the
cost-efficiency programme, the Business Unit will continue reviewing the cost struc-
ture in Europe. Safe Storage has begun its journey to change its route-to-market in
Europe to a partnership model. In parallel, market testing of new, innovative, prod-
ucts aimed at driving growth is now ongoing in several customer segments. Some of
these projects are already expected to contribute to sales in 2020.

For the full year, the Business Unit’s EBITA amounted to MSEK 144 (151), resulting
in a margin of 7.1% (8.3). The lower margin is explained by a cost level in Europe
which was too high and costs for setting up the new Business Unit global structure.
The overall cost structure is being addressed by the cost-efficiency programme
launched in July 2019.



Mission. To protect valuables and to provide peace
of mind at home, in transit and at work.

{E Vision. Become the number one protector of valuables
in selected markets through industry leading innovation.

Product Offering: Safes, vaults and vault doors, security cabinets, automated safe deposit lockers, high-security locking systems

" 4 |

Safe Storage in Figures ‘

EMEA 56%
msek 2,019 O% (1% Aa b

Net sales Sales growth EBITA margin Sales by region

Market Structure
FireKing, Godrej, Tristar,
32 O 0 O 60 70 Liberty, Promet, Wertheim,
M SEK 3 A (o] Robur, Phoenix safe, Invest Rem

Market value, 2019 Market growth, 2019-2022 Market share, 2019 Selected competitors

Sales Model and Customer Structure

Sales model Market segments Selected customers Brands
Direct: complex projects, ATM Bank, public sector, homes, JP Morgan Chase & Co, Manappuram, GUNNEBO'  Chubbsafes
safes and service retail, commercial offices, Nova Vaults, SEB, Watsons Personal STEELAGE  S*ROSENGRENS
Indirect: safes, cabinets and pharma, distribution, ware- Care, FamilyMart, Indonesia National HAMILTON
service houses storing high-value Museum, National Center for Research
goods and high-risk sites on Human Evolution
Share of Group Manufacturing Units
Doetinchem (NL), Markersdorf (DE), Halol (IN),
' . Key ratios Jakarta (ID), Cincinnati (US)
2019 2018
Net Sales, MSEK 2,019 1,826
370 (o] 3 3% Sales Growth, % 6 4 -
EBITA, MSEK 144 151 °
Net sales EBITA &
EBITA, % 7.1 8.3
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Customer Case

Asia’s Largest SafeStore Auto
Installation Signals Market Potential

// Singapore G Pte Ltd

In the spring of 2019, Gunnebo installed

a large automated safe deposit locker
system, SafeStore Auto, in Singapore, as
demand for instant access to secure stor-
age grows with wealthy people investing
in precious metals and gems. The project
clearly signals a potential market outside
the banking sector, which has been the
traditional customer segment for these
innovative devices.

With 4,251 boxes, this SafeStore Auto
installation is by far the largest in Asia. The
client, Singapore G Pte Ltd, held a lavish
opening ceremony attended by bankers,
business people, the media and high net

20

worth individuals.

Singapore G leases office space and stor-
age and is marketing the deposit boxes to
wealthy people. As this is already the sec-
ond major SafeStore Auto installation in Sin-
gapore, it certainly underlines the potential
to grow in this area, especially with service
providers outside the banking industry.

The project was a logistical challenge
with very tight deadlines. Installing the
solution required 12 shipping containers
from three different factories from all over
the world.

Moreover, the installation took place
on the third storey of an existing building,

with floor loading constraints, stringent

fire regulations and the need to reposition
and strengthen walls. Gunnebo’s global
engineering team — known for reliability and
professionalism — built the main structure,
supported by a local partner and Gunnebo
staff from Singapore and Malaysia.

Quote

“It was a tough challenge, but we managed
to do it — and even ahead of schedule! The
owner was very happy with Gunnebo.”

Eric Lim, Channel Sales Manager,

Safe Storage



Why Self-Service is a Fast-Moving
Trend in Safe Deposit Lockers

The growing number of self-service environ-
ments has increased customer expectations
for round-the-clock accessibility for valua-
bles. Particularly in the area of safe deposit
lockers as users expect high tech solutions
today. So how should businesses which offer
safe deposit lockers address this?

Safeguarding client valuables in safe de-
posit lockers (SDLs) is a service offered by
banks as well as hotels, cruise ships, casinos
and many other operators in the hospitality
industry. Security and client convenience are
their top priorities.

A new generation of safe deposit lockers
combining automated technology and ad-
vanced identification features, developed
by Gunnebo, has emerged providing the
flexibility required for most convenient 24/7
self-deposit or retrieval of valuables.

Designed to offer extended services to
users, automated self-service SDLs are also
modular enough to fit into small, medium or
large spaces. Flexible, compact and porta-
ble, these new systems fulfil the needs of

banks, hotels, homes or offices who want to
create self-service areas.

The Benefits of Self-Service SDLs

Customers are not the only ones to benefit
from fully automated safe deposit lockers.
Managers in the banking, hospitality or ser-
vice industries also have much to gain from

a high-tech safe deposit locker solution.

A first-class customer service for the pro-
tection of valuables helps increase turnover
and client satisfaction by:

e Freeing up staff for more value-added ac-
tivities as customers no longer need to be
accompanied into the vault room to deposit
or retrieve their belongings,

e Optimising space allocation as self-service
SDL areas require less room,

e Providing increased ROI opportunities
since 24/7 availability allows for increased
rental fees,

e Differentiating the brand by delivering an
innovative self-service environment and
attracting a new generation of users not pre-

e Reducing back-office administration thanks
to an automated registration process and
system monitoring,

¢ Providing customers with a service with
uncompromised security,

e Generating usage data which can be used
to improve the customer experience.

This is an edited version of a post originally

viously interested in safe-deposit lockers,

published on Gunnebo’s blog.

Stefan Syrén, SVP Safe Storage: Innovation is key for Safe Storage going
forward. What activities have been carried out in 2019, and when will we

start to see the results?

“There is a very big opportunity for us to devel-
op innovative solutions for our customers and
expand into new customer segments. We are
now well on our way. In 2019, we increased
our spend on innovation, which we now do in
three dimensions:
¢ Design to cost, aiming at continuing to work
with improving the way we build our products
in a smarter way,
e | everaging on local successes and
scale them up to become global,

e Introducing new offering to new
customer segments and/or taking
key offerings into new market seg-

ments through innovative business
models.

We expect the results to come
through from 2020 and onwards.
This is just the beginning, we

will continue to invest heavily in innovation in the
coming years as well.”

During 2019, you have shifted your route-to-
market from direct to indirect through enter-
ing partnerships on several key markets in
Europe. Why?

“Gunnebo should focus on being good at under-
standing customer demands and translate them
into product innovation, product supply and man-
agement of safe storage project businesses. For
product sales, we will continue to enter into part-
nerships on our key markets. This is how we have
been successfully operating our Safe Storage
business in markets such as US, India and South-
East Asia for a long time. Now we will benefit from
this knowledge in Europe as well.”
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Market Drivers and Trends

¢ Increased focus on efficient
management of cash due to
high costs

* Focus on the total cost of
ownership management

* As-a-Service infrastructure

Strategic Priorities

* Provide fit-for-purpose hardware,
software and services to optimise
the cash process

* Provide software that allows cash
optimisation and central device
management

¢ Offer new business models such
as pay-per-use

Business Unit
Cash Management

Cash Management is about reducing the cost of
handling notes and coins for banks and retailers. It

is also about supporting cash-in-transit (CIT) service
providers to expand their offering to retailers through
providing software, hardware and services that increase
efficiency and safety throughout the cash cycle.

Gunnebo’s portfolio consists of solutions for deposit, dispensing and recycling of
notes and coins, envelope and coin roll systems, closed cash management, drive-
up systems, application and monitoring software, and services.

With this portfolio, Gunnebo is seen as a provider with a comprehensive offering,
for CIT service providers, banks and retailers both in front-end and back-office.

‘ ‘ Our key differentiator
today is software

The Global Cash Market

That cash is disappearing is — globally — still a myth. Between 2011 and 2018, cash
in circulation relative to GDP has increased 9.6% across all continents. 85% of
transactions globally are made in cash, 79% in Europe®.

Traditionally, cash has been managed by banks globally, but in recent decades,
there has been a shift towards cash being managed by retailers. This has meant
increased costs for bricks-and-mortar retailers, where the cost of cash often ac-
counts for between 5% and 10% of total costs. A third player in the cash ecosys-
tem is CIT companies, which provide services to facilitate the physical flow of cash
between the bank and retailer.

*Source: Global cash report from paymentscardsandmobile.com

Performance 2019

Cash Management ended a challenging year where net sales fell by 9% in constant
currencies. A stronger cost focus and the expected increase in sales of newly
launched products set the stage for increased sales and improved margins ahead.
Cash Management has launched several innovative products and pieces of soft-
ware over the year. In 2020, the Business Unit presented a partnership with Loomis
in the US, for which Gunnebo developed both products and software for Titan Z,
Loomis’ new retail solution for cash deposits. This shows that Gunnebo has the
expertise and capacity required to develop and deliver hardware and software
solutions to global partners.

For the full year, the Business Unit’s EBITA amounted to MSEK 68 (122), resulting
in a margin of 6.6% (11.2). The lower margin is mainly explained by the drop in sales
volume in all regions while Gunnebo has continued to invest in growing customer
segments. Gunnebo is taking measures targeting the profitability structure in the
Business Unit.



Mission. Be the experts in the complete payment cycle providing cost-
effective and secure solutions through innovative business models.

{E Vision. Lead and co-develop the future customer payment
cycle by offering best-in-class uptime and peace of mind.

Product Offering: Closed cash management, recycling, cash deposit, cash management software

h .I Vs

Cash Management in Figures J
1 4 EMEA 71%
— Asia-Pacific 7%
MSEK ,03 9% 6-6% Americas 22%
Net sales Sales growth EBITA margin Sales by region

Market Structure

Glory, Tidel, Suzohapp,

veex 15,000 5w 7o e

Market value, 2018 Market growth, 2018-2020 Market share, 2019 Selected competitors

Sales Model and Customer Structure

Sales model Market segments Selected customers Brands
Bank: direct, with partners and CIT.  Retail, bank and Auchan, Carrefour, COOP, Rabobank, Gunnveso o sallén
Retail: direct, with partners, CIT other businesses Transguard, Emirates NBD, Coles, HAMILTON
and banks managing cash Z-energy, Lojas Americanas, RaiaDrogasil
Share of Group Manufacturing Units
Binefar (ES), Cincinnati (US)
’ | 4 Key ratios
2019 2018

Net Sales, MSEK 1,034 1,090
1 9% 1 6% Sales Growth, % -9 2 2 2

EBITA, MSEK 68 122
Net sales EBITA

EBITA, % 6.6 1.2
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Customer Case

Cash Recycling Delivers
Cash Process Efficiency

// Hermitage Amsterdam

Hermitage Amsterdam lies in the heart of
the Dutch capital and ranks among the
most visited museums in the Netherlands.

Unlike most museums, the Hermitage
itself has no artwork or permanent collec-
tion. Instead it organises two exhibitions a
year with items from the 3.5 million works
of art housed by its parent museum, the
Hermitage in St. Petersburg, Russia.

The Hermitage attracts an average of
420,000 visitors each year, including many
students from schools who are offered free
art lessons.

Managing Cash Payments

The Hermitage has grown in recent years
particularly since the opening of a restau-
rant in 2015. Together with the ticket office
and shop, this meant the addition of a third
area where the museum was taking pay-
ments. Overall 25% of visitors were paying
with cash - less than the national average
of 40% (2018) — so it was essential for the
Hermitage to organise cash operations
efficiently.

A Partnership Built on Trust

“After we had decided to choose a cash
recycling solution for the Hermitage, we
started an investigation into the various
options,” explains Finance Manager, Peter.

They compared five machines and
judged them based on the following crite-
ria:

* The machines had to be safe and robust
(with an ECB certified safe),

® There had to be sufficient capacity for
coins (cash registers),

e Only a CIT company should be able to
open the cash recycler — no member of
staff should have access to the safe,

e Within the system, it should be possible
to make the money flows from different
departments visible separately, for exam-
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ple the cash flows from the museum shop
and the museum entrance,
® The purchase price and the annual op-
erating costs should not be too high
and through a more efficient system, the
museum should be able to make cost
savings.
“After an extensive evaluation, we finally
opted for Gunnebo’s SafeRecycling solu-
tion,” says Peter.

Separate Payment Areas

Since it was necessary for the museum to
keep the cash coming in from the different
payment areas separate, a Gunnebo Safe-
Recycling solution for notes and coins was
the ideal option. Not only does it track the
amount being deposited by employee,

but this data is easily visible and can be
checked online using Gunnebo’s CashCon-
trol software.

“Human error is not uncommon so cash
automation naturally saves us time. With
this system in place, proper control of the
process is possible,” comments Peter.

The recycling system is accurate and

cash differences come to light automatically.

“This saves a lot of time and frustration
as you do not have to re-count the money
manually,” he adds.

Cash Availability

When employees deposit cash, it is first
sorted and then used to replenish the float.
If there is an overflow of money, it is stored
in the back office ready to be collected by
CIT services. To make back-office process-
es as self-sufficient as possible — and to
avoid having to order too many coins from
the CIT company - staff return the overflow
cassette with coins to the SafeRecycling
unit.

“It is nice that the Gunnebo SafeRecy-
cling solution has a large capacity, other-
wise we would have to re-order coins much
more often,” states Peter.

In the past, cash payments were also
made by the Hermitage. There was an em-
ployee who managed the cash and made
sure that cash was available. Because Gun-
nebo SafeRecycling can issue the deposit-
ed coins and notes, the museum has been
able to cancel this internal cash register
and effectively create its own ATM.

“Gunnebo’s great experience in retail
solutions certainly played a major role in
choosing supplier,” concludes Peter, “And |
am still happy with our choice.”



The Benefits of Cash Recycling Are Hard to Ignore

Automated cash recycling is an excellent
way of not only reducing operational costs

but also improving the customer experience.

For sites with multiple points of sale, such
as museums, hotels, casinos and cruise
ships, managing and processing cash is a
serious challenge.

Portioning out cash, keeping cash reg-
isters stocked with change and counting
up at the end of the day are necessary,
functional tasks, but are costing businesses
time and therefore a considerable amount
of money.

As a functional task, manual cash
handling is not adding any value and pre-
vents staff from spending time on the floor
with the customer.

Automated cash recycling significantly
reduces time spent on such tasks (for a
member of staff who usually counts cash
manually, a cash recycling machine can
easily save them 30 minutes or more) and it
eliminates cash-counting errors. This in turn
means less stress for employees and de-
livers a return on investment to businesses
from savings on time, cash collection and
bank charges.

—

This is an edited version of a post originally published on Gunnebo’s blog.

Christian Weisser, SVP Cash Management: How has Cash Man-
agement’s software offering evolved to meet business needs?

“Our key differentiator in the market today is software, and it will become even more
critical in the future. Gunnebo already has one of the strongest software platforms on
the market, and in order to support retailers, banks and cash-in-transit partners going
forward we provide connectivity through common cloud-based platforms, which also
allow remote service, and new business models not requiring up-front investments in

hardware.”

During 2019, Cash Management expe-
rienced a decline in sales and margins.
What actions are taken to secure the
Business Unit capture growth in the
market with improved margins going
forward?

“We are in the middle of a transition of our

business model, which has been made
possible by the Business Unit structure.
We are working on several levels to get
back into profitable growth including new
partnerships, an aggressive marketing
activity plan and adjustment of the fixed
cost structure.”

i
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Business Unit

Integrated Security

Integrated Security consists of a number of local business operations, each
with its own market conditions and having their own strategic direction.

Products and services in this Business Unit
can generally be divided into the following
areas:

¢ Integrator business for electronic se-
curity encompassing solutions for access
control, intruder security and video surveil-
lance. Business in this product area normally
takes place in project form and Gunnebo
generally sells, installs and services products
purchased via third-party suppliers.

This business is carried out under the
Gunnebo brand.

¢ Electronic article surveillance (EAS) and
loss prevention encompassing anti-theft
systems for the retail and fashion industries.
The offering includes sales of third-party
products as well as in-house developed
products under the Gateway brand name.

Bundled into loss prevention solutions also
including CCTV and access control the offer-
ing is sold under the Gunnebo brand.

¢ Fire projects and fire safety includes ma-
jor projects to integrate fire security systems
on larger sites. This business is sold under
the Gunnebo brand.

Fire safety refers to sales of fire hydrants,
fire extinguishers, protection panels and flex-
ible sprinkler piping. Fire safety is sold under
the Minimax brand in India.

e Gunnebo Business Solutions is the
Group’s common platform in software solu-
tions being developed in the Business Units
Entrance Control, Safe Storage and Cash
Management. The common platform enables
Gunnebo to offer Software-as-a-Service
solutions. It also opens up the opportunity to
offer new business models as subscriptions,
including product-as-a-service. This devel-
opment is customer-driven and is core for
several of the ongoing innovation projects.
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e Gunnebo Retail Solutions is a suite of
software services focusing on digital store
operations for retailers. The solution is based
on the trend where shopping for the end cus-
tomer is all about speed, convenience and
flexibility. This creates a need for retail stores
to become even more efficient and one key
factor to get there is digitalisation.

Gunnebo Retail Solutions have committed
to enable physical stores to stay competitive,
by digitising store operations and keeping the
store in full flow. It enables store operations
to reach new levels of efficiency, by optimis-
ing current and new processes, allowing all
of the store’s systems to be managed in one
application.

The solution is managed as a start-up
within the Gunnebo Group and has won its
first clients during the year.

Market Structure

Gunnebo estimates that the total market
value for Integrated Security is over BSEK
400. The annual market growth during 2019,
according to the Group’s assessment, is 3%,
and Gunnebo estimates itself to have a limit-
ed market share of under 1% globally, but a
stronger position in certain geographies.

Strategic Review

In 2019, Gunnebo has made a strategic
review of the Unit’s business operations
where customer and product synergies
have been identified with other Business
Units. This means that approximately 20%
of the business operations will be merged
into Safe Storage and Entrance Control in
2020. At the same time, the Business Unit
will change name to Other Business, which
better reflects the Business Unit’s diversified
operations. The new reporting structure and

historical key ratios will be presented in the
first quarter report of 2020. The strategic
review of the remaining business operations
in Other Business will continue.

Performance 2019

Integrated Security ended a weak 2019 with
a 6% decline in net sales in constant curren-
cies. Profitability improved over the year but
has not reached a satisfactory level. In the
ongoing strategic review customer and prod-
uct synergies have been identified with other
Business Units. As a consequence of the
strategic review, items affecting compara-
bility and an impairment totalling MSEK -56
were linked to the Business Unit in the fourth
quarter.

For the full year, EBITA amounted to MSEK
17 (1), resulting in an EBITA margin of 1.5%
(0.1). The full year EBITA improvement was a
result of the ongoing cost-efficiency meas-
ures taken to improve the performance of the
local operations.



within Integrated Security is to optimise the customer offering
within each business, with the common goal to achieve the
Group’s target for profitability and growth.

f Strategy & Goal. The strategy for each individual business

Product Offering: Electronic security, fire security, loss prevention and group-common digital platforms

Integrated Security in Figures '
EMEA 39%
—_— Asia-Pacific 21%
MSEK 1 ,099 6% 1 -5% Americas 40%
Net sales Sales growth EBITA margin Sales by region

Market Structure

Bsek 400 3% <1%

Market value, 2018 Market growth, 2018 Market share, 2018

Brands

GUNNEBO MMinimax Gateway

Share of Group Manufacturing Units
Halol (IN), Cincinnatti (US)
| Y ] Key ratios

2019 2018
Net Sales, MSEK 1,099 1,164

2 O% 4% Sales Growth, % -6 -5 ¢ °
Net sales EBITA EOTTA, MEER ! !
EBITA, % 15 0.1
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Medicamentos

Customer Case

Complete Loss Prevention

Solution Reduces Shrinkage
// RD, Drugstore Brand, Brazil

Background

RD, created in November 2011 from the
merger between Raia S.A. and Drogasil
S.A., is Brazil’s leading drugstore brand
with more than 2,000 shops in 23 states.
It is also the leading chain in terms of
revenue and combines an integrated
portfolio of assets focused on health
and well-being.

Growing Together with Gunnebo

The partnership with Gunnebo began in
2011 and has evolved gradually. With a
base of 30.6 million active customers, the
company has been aiming to increasingly
improve in-store customer shopping expe-
rience.

RaiaDrogasil locations have adopted a
more modern layout and the product mix
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has been expanded by 14,000 items to
meet changing consumer preferences.

No Compromise on Security

Throughout these changes, RaiaDrogasil
has prioritised security and has worked with
Gunnebo to minimise losses.

After nine years of in-store anti-theft
protection, which has been expanded along
with the company’s expansion nationwide
and supported by a maintenance contract
managed through a customised web portal,
the partnership between Gunnebo and
RaiaDrogasil reaches the next level of secu-
rity. During 2019, Gunnebo has developed
the entire infrastructure and technology
solutions for three loss prevention reference
stores in S&do Paulo, where, besides the
antennas and tags, there are alarms, video
analytics (CCTV and Gatecash), people flow

counters and queue management systems.
In addition, Gunnebo has provided an ad-
vertising solution integrated with the CCTV
system to help drive sales.

Winning the Battle
Against Inventory Losses

The intent of the project is to help store
leaders further reduce inventory losses
through better management with more
technology. Gunnebo antennas and labels
are present in 98% of the more than 2,000
stores installed in 23 states, 47% of them in
Séo Paulo.

According to the company, in the last six
years inventory losses have been falling by
about 10% annually with the set manage-
ment (procedures and processes), peo-
ple (training and culture) and technology
(equipment and software).



Customer Case

il
T
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Border Control Crucial to National Security
// Spanish Ministry for Home Affairs

The rising threat posed by terrorism is a
challenge faced around the world. During
2019, Gunnebo worked closely together
with the Spanish Ministry for Home Affairs
to address border control for the country.
The Spanish Ministry for Home Affairs
is responsible for national security and as
a part of this remit, needs to know who is
entering the country. When the government
identified a need to reinforce border securi-
ty, Gunnebo was able to help.

The Ministry was specifically looking for
technology able to identify black-listed indi-
viduals and also keep a track of the number
of people entering and leaving Spain from
and to countries outside of the European
Union.

Gunnebo delivered an Integrated Secu-
rity project securing six entrance points at
the southern border by equipping the area
with 35 facial recognition cameras

Integrated Security is a portfolio of
different, standalone businesses.
Some are performing well in line and
above Group targets for growth and
profitability, some are not. We are
currently reviewing these different
businesses, to define the strategy
for each of them going forward. It is
already now clear that around 20%

connected to a software platform for video
analysis.

As a result, the Ministry can now imme-
diately raise an alarm if someone tries to
enter the country who is considered to be
a threat. The facial capture technology also
allows them to crosscheck daily on who
has come into the country against those
who have left to ascertain which people are
still on Spanish soil.

Stefan Syrén, SVP Integrated Security: In 2019, Integrated
Security did not achieve the Group’s targets on growth and
profitability. What measures will ensure the Business Unit is
developing in the right direction 2020?

of the Unit has synergies with other
Business Units in Gunnebo and will
be integrated into Entrance Control
and Safe Storage during Q1 2020.
With this, the Unit will change name
to Other Business and the strategic
review of the remaining business op-
erations will continue with increased
focus.

29



Gunnebo Annual Report 2019 / Risk Management and Sensitivity Analysis

Risk Management

To identify, evaluate, manage and monitor risks is a central role in the management and
control of Gunnebo’s business operations. With the shift into the Business Unit structure
where the Business Units have a relative independence from the parent company and
each other, the Group has increased its focus on Risk Management during the year.

The Group has operations in more than
20 markets, sales in a further 100 markets
through partnerships and manufacturing
operations at nine production sites in nine
markets. Gunnebo has a relatively diverse
customer base, acting in different market
segments, niches and geographies.

The Group’s business is diversified, which
gives Gunnebo an underlying risk spread.

During 2019, the Group Executive Team
has revisited its view on the Group’s most
significant risks, the result is presented in the
risk table starting on next page.

Risk Management and Monitoring

Risk management within the Group is an
important part of management of the Group.
It aims to identify, evaluate and manage risks
and, thereby, mitigate or monitor potential
negative effects. The management teams

in Gunnebo’s Business Units are ultimately
responsible for identifying, assessing and
managing risks in their area of responsibil-
ity. The respective management teams are
supported by resources within central group
functions and bound by group-wide policies,
principles, guidelines and instructions.

The Group’s risk management is moni-
tored by the Group Executive Team, partly
through operational review meetings and
partly through quarterly business board
meetings. In these the Business Unit man-
agement teams describe developments in
their respective units as well as identified
risks and mitigations. Further control is
achieved through the inclusion of representa-
tives of the Group Executive Team and senior
management on the internal Boards of Direc-
tors. The Group CEO reports to the Board of
Gunnebo AB about the development of the
Group’s significant risks and the Board of
Gunnebo AB has the overall responsibility for
the Group’s risk management and for decid-
ing the Group’s strategic direction.
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Most Significant Risks

Gunnebo has chosen to group the risks into

three areas:

e Risks related to the industry and the
operations

e Legal risks

e Financial risks

Risks related to the industry and the
operations
Risks related to the industry are strongly con-
nected to Gunnebo’s external dependencies
such as demand and market conditions as
well as industry risks such as technological
and regulatory changes.

Operational risks are risks directly linked
to the operational business, from product
development to access of raw materials and
suppliers. They include risks related to the
Group’s own manufacturing and sustaina-
bility as well as the risk that products, soft-
ware, services and deliveries do not meet the
required standards. Furthermore, they cover
risks related to IT, customer credit risks and
counterparty risks.

Legal risks

Legal risks relate to Gunnebo being a global
operation that is subject to laws, regulations
and rules pertaining to, for example, the envi-
ronment, health and safety, trade restrictions,
anti-competition regulations and currency
regulations.

Financial risks

Financial activities are carried out in accord-
ance with the finance policy established by
the Board, which regulates how financial
risks are to be managed and the limits within
which Gunnebo Treasury and Gunnebo’s
subsidiaries may operate.

> Read more about Gunnebo’s financial risk
management on page 75, note 20.

Insureable Risks

Gunnebo has a group-wide insurance pro-
gramme to protect the Group’s insurable
assets and activities. The programme covers
property and business interruption insurance,
general and product liability, transport insur-
ance, business travel, crime insurance, direc-
tors’ and officers’ liability and employment
practices liability. Linked to the insurance pro-
gramme is a programme for identifying and
evaluating risks at the Group’s manufacturing
units and related financial consequences. The
programme includes both self-assessments
and regular factory inspections. The results
of these reviews are summarised in a points
system for risk exposure at each plant, ena-
bling management to control the risks and to
assess the need for risk-reduction measures
and establish priorities.

Crisis Management

Gunnebo strives to have a flexible structure
of crisis management being capable to re-
spond to any type of crisis quickly, decisively
and in a coordinated manner.

Therefore, each local market and bigger
plant has a crisis management team con-
sisting of the General Manager/Country
Manager/Plant Manager and an appointed
deputy crisis manager. If and when a crisis
has occurred the General Manager/Country
Manager/Plant Manager shall extend the
crisis management team with the HR man-
ager and Communication/Marketing where
applicable.

The crisis management team at Group
level, consisting of SVP Human Resources
& Sustainability (crisis manager), CFO (dep-
uty crisis manager) and Director Investor
Relations has the responsibility to secure
that relevant employees at Gunnebo have
the necessary knowledge and capabilities
to handle incidents. In the event of a major
incident, which can be considered to impact
the Group as a whole, the Group’s crisis
management team, including the Board of
Directors, is informed and assesses how to
handle the event.



The Gunnebo Group’s Most Significant Risks

Risk Description Type of Risk Comment
Risks related to Changed market conditions and trends as a Industry & The Group’s relatively broad product range and
changed mar- consequence of, for example, changed extra- Operations customer structure, as well as its global market
ket conditions, neous circumstances and security conditions, coverage with sales and production in a large
changed eco- a weaker economic climate, changed political number of countries, provide a good distribu-
nomic climate and  prioritisations, new legislation as well as techni- tion of risk restricting the effect of a change in
changes in cus- cal developments and digitalisation all have an demand limited to a particular customer, indus-
tomer behavior impact on the demand for Gunnebo’s products, try, region or country.
services and software.
Risks related In order to compete effectively, Gunnebo must Industry & Gunnebo keeps track of the evolution of stand-
to product de- implement new technology and regularly adapt ~ Operations ards and their impact. The Group has put in
velopment and and update its products, services and software place a product development process, with
other competition as well as business models to prevailing tech- tollgates and validation steps. Starting with the
factors nological and digital conditions and trends. initial specification, it covers the whole product
lifecycle, including launching and phase-out.
Compliance Gunnebo’s operations on the global security Legal The Group’s Code of Conduct, as well as
related risks market and its geographic spread expose Gun- policies and guidelines on compliance with
nebo to risks related to sustainability factors applicable laws in certain areas, have been
such as human rights, employment conditions implemented. Compliance risks are managed
and corruption. through operational business decisions and
operations regarding compliance to rules and
regulations in all businesses throughout the
Group on all levels, by all employees, and moni-
tored through periodic risk workshops.
Risks related These risks include, among other things, ex- Industry & The manufacturing units are involved in an audit
to outages and treme weather conditions and natural disasters,  Operations programme driven by the Group’s insurance
disruptions at its fire, theft, systems failures, mechanical failures company. The insurance company regularly re-
manufacturing or equipment breakdown and similar risks. views the risks associated with each plant and
units There is also a risk that, in the future, Gunne- helps to design action plans to reduce them.
bo will be unable to build new plants or make Hence, a Group crisis management procedure
investments in existing plants on favourable and local business continuity plan for each
terms, or will be unable to rationalise produc- plant have been implemented. These allows the
tion. Group to anticipate its response to any major
unplanned event.
Project risks and Gunnebo’s business is conducted in part Industry & The implementation of the Business Unit organ-
contract- through sales of fixed quantities at a fixed price, =~ Operations isational structure ensures that development,

related risks

and in part through projects where the contract
sum can be significant and the projects extend
over several years and include significant ele-
ments of integration, adaptation and service.
Long and sometimes complex projects expose
Gunnebo to risks and impose major demands
for project planning and control as well as
monitoring, to ensure that from time to time
obligations and assessments regarding project
costs and revenues provide a satisfactory basis
for reporting of revenues, costs and profitability.

manufacturing, sales, service and back-office
are aligned end-to-end, making Gunnebo more
integrated and prepared to run complex pro-
jects in a cost-efficient, agile and transparent
way. The Group authority matrix ensures overall
governance.
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The Gunnebo Group’s Most Significant Risks (cont)

Risk Description Type of risk Comment
Risks related to From time to time, Gunnebo is involved in civil Legal Gunnebo has a well-established process for
legal and adminis-  law, work environment-related and administra- identifying, escalating and monitoring legal and
trative procedures  tive procedures which arise within the scope of administrative procedures, in order to track and

its day-to-day operations. It may be difficult to resolve these risks.

foresee the risk, or possible outcome, of legal

proceedings, disputes and matters.
Risks related to Gunnebo’s basic financing includes financial Financial Gunnebo has a close relationship to its core
financing agree- covenants according to which Gunnebo is re- banks and provides regularly strategic and
ments quired to satisfy certain financial key ratios dur- operational updates including discussions and

ing the terms of the agreements, for example a agreements regarding financing consequences.

covenant related to Gunnebo’s indebtedness. Gunnebo works on its strategy execution and

If Gunnebo is unable to satisfy covenants in its its consequence on profitability. Priorities and

financing agreements loans may be terminated actions are taken and monitored to safeguard

and called in pursuant to the terms of the fi- progress as plan. Net debt/EBITDA is one of

nancing agreements. the financial strategic targets and closely moni-

tored, forecasted and acted upon.

Increased prices Gunnebo uses a number of different raw mate- Industry & Production volume planning, productivity and
or shortages of rials and components in its manufacturing and Operations proactive sourcing planning linked thereto, fol-
important raw is thereby exposed to risks associated with the lowed by dual sourcing strategy, enable certain
materials and price structure of, and access to, raw materials flexibility in the manufacturing cost cake. Sur-
components and components that are necessary for charge clauses are included in key customer

Gunnebo’s production. Tariffs and other meas- agreements.

ures restricting trade that cover raw materials

that Gunnebo uses in its production, or com-

ponents included in Gunnebo’s products, can

also increase Gunnebo’s production costs.
Risks associated There is a risk that Gunnebo will be unable to Industry & Through a well-defined acquisition strategy and
with mergers, carry out strategic mergers and acquisitions Operations target assessment, established plans for inte-
acquisitions and due to, for example, competition from other gration supported by the Group’s M&A process
divestments buyers or increased indebtedness. guidance, this risk is mitigated.

Mergers and acquisitions also give rise to risks

related to the integration of new businesses

and employees. In conjunction with mergers

and acquisitions, it is important to retain key

employees and to have a well-functioning and

effective integration process.
[T and information ~ Gunnebo is dependent on well-functioning IT Industry & Gunnebo is operating IT according to the
management infrastructure in order to manufacture, develop Operations ISO27K and ISO20K standards, in line with its

related risks

and sell its products, services and software.
Accordingly, Gunnebo is exposed to risks
related to outages and disruptions in its IT
infrastructure, which may be caused by, among
other things, data viruses, power outages, hu-
man or technical errors, sabotage, weather and
nature-related events or problems due to defi-
cient care and maintenance. IT attacks, errors
and damage to IT systems or operational dis-
ruptions, can lead to manufacturing outages.

Group IT policy framework.
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Sensitivity Analysis

Profits are affected by changes in certain factors of importance to the
Group, as explained below. The calculation is made on the basis of the
Group’s structure at year-end and assuming all other factors remain

unchanged.
Change Effect
Selling prices A 1% increase in the selling price would positively affect income and operating profit by approximately
MSEK 55.
Labour costs A 1% increase in labour costs, including social security charges would negatively affect operating profit by approximately MSEK 16.
Steel prices A general increase in steel prices of 10% would negatively affect profit by around MSEK 41 for the subsequent
12 months.
Currencies A 10% depreciation of the value of the SEK would positively affect profit before tax by approximately MSEK 24 in total.
Of this, MSEK 11 would be netted transaction exposure, without taking the
Group’s forward cover into account. The remaining would be attributable to
translation exposure.
Interest expenses Given the same borrowing liability and the same fixed interest terms would negatively affect profit by approximately MSEK 18 after interest rate
as at the end of the year, a one percentage point increase in all of hedging, for the subsequent 12 months.
Gunnebo’s borrowing currencies
Costs Expenses by Nature, MSEK 5,244 Currency Impact
The annual cost of steel-based products Most of the operating profit is made outside
account for approximately MSEK 410. Sweden and there are income and purchase
Consequently, an increase of 10% in costs in several currencies, meaning the
the cost of these products reduces the Group is exposed to currency risks.
operating profit by around MSEK 41. An > Read more about Financial Risk Manage-
increase of 1% in wages and salaries ment and Financial Instruments in Note 20,
(including social security charges) reduces page 75.
the operating profit by around MSEK 16. B Material costs, 44%
An increase of 1% in interest rates would B Remuneration to employees, 30%

® Temporary personnel
and subcontractors, 4%
B Vehicle and travel costs, 4%

increase the Group’s annual interest cost
with around MSEK 18, based on the cur-

rent position. The Group had a net debt B Depreciation
including post-employment benefits of and amortisation, 4%
MSEK 1,761 on 31 December 2019. = Transport costs, 3%

B Other costs, 11%
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Corporate Governance Report

Gunnebo AB (publ) is a Swedish public limited company listed on
NASDAQ Stockholm, Mid Cap. The company applies the Swedish

Corporate Governance Code.

In addition to Swedish law, the Group’s corporate governance is
based on the Swedish Corporate Governance Code (referred to
below as “the Code”), NASDAQ Stockholm’s Rule Book for Issuers
and the Swedish Securities Council’'s statements on good practices
on the Swedish stock market.

This Report summarises the structure of corporate governance
and how corporate governance has been performed and developed
within the Group during the 2019 financial year. Gunnebo follows the
rules of the Code and provides explanations for the cases in which it
deviated from the Code rules in 2019.

Governance and Division of Responsibilities

Corporate governance structured around and adapted to the Group’s
operations are essential to commercial success and increased profit-
ability. Gunnebo’s corporate governance involves segregation of
duties, governance and effective control over the Group’s operations.
This safeguards that the Group meets its commitments to sharehold-
ers, customers, employees, suppliers and other stakeholders, and that
the operations meet agreed targets, applicable legislation and internal
policies and guidelines.

In 2019, the following groups were primarily in charge of the gov-
ernance, management, control and segregation of responsibilities at
Gunnebo:

e Shareholders

e Board of Directors

* CEO

e Group Executive Team

e Business Unit and regional management teams
e Group corporate functions

Shareholders

Shareholders exercise their influence at the Annual General Meeting
or, if held, at Extraordinary General Meetings, which are Gunnebo’s
highest decision-making bodies. All shareholders registered in the
transcript of the shareholders’ register at a certain point of time
before the Meeting and who have registered their attendance at the
Meeting before the stipulated deadline in the notice to attend are
entitled to participate in the Meeting and exercise full voting rights.
Shareholders who are unable to attend the Meeting in person may
appoint a proxy. Shareholders wishing to have an issue addressed at
a General Meeting should submit their request in writing to the Board
well enough in advance to be included in the convening notice to the
General Meeting.
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2019 Annual General Meeting

The 2019 Annual General Meeting was held on 11 April at Stenham-
marsalen, the Concert Hall in Gothenburg. A total of 89 shareholders
attended the Meeting, representing approximately 64% of the num-
ber of shares and votes in the company. Chairman of the Board Mar-
tin Svalstedt was elected Chairman of the Meeting. All Board mem-
bers elected by the Meeting attended, except Anna Borg Saether.
Minutes from the Annual General Meeting have been published on

Gunnebo’s website, www.gunnebogroup.com. The Meeting adopted

resolutions including:

e Adoption of the P&L statements and balance sheets for the com-
pany and the Group included in the annual report for the 2018
financial year,

e A dividend according to the Board’s proposal of SEK 0.50 per
share for the 2018 financial year,

e Discharge of all Board members and the CEO from liability for the
administration of the company’s attains during the 2018 financial
year,

¢ Re-election of all Board members and Martin Svalstedt as Chair-
man of the Board,

e Determination of remuneration to the Board of Directors and
auditor,

e Principles for remuneration of senior executives,

e Election of Deloitte AB as the company’s auditor until the end of the
2020 Annual General Meeting,

e Authorisation for the Board to, in conjunction with agreements on
company acquisitions, at one or several occasions during the pe-
riod up until the next Annual General Meeting, resolve on the issue
of shares, with or without deviation from the preferential rights for
the shareholders for payment in cash, by contribution in kind or by
set-off, for a maximum number of shares corresponding to 10% of
the total shares in the company,

e Implementation of a long-term share-based incentive program.

2019 Extraordinary General Meeting

On 26 August an Extraordinary General Meeting was held at Vast-
svenska Handelskammaren in Gothenburg. A total of 50 sharehold-
ers attended the Meeting, representing 62% of the number of shares
and votes in the company. Chairman of the Board Martin Svalstedt
was elected Chairman of the Meeting.

The Extraordinary General Meeting approved the Board of Direc-
tors’ decision on a rights issue of ordinary shares.



The rights issue added some MSEK 360 to Gunnebo’s balance
sheet before issue costs.

The proceeds were primarily used to decrease the gross indebt-
edness that temporarily was increased through the acquisition of
Cominfo a.s.. The purchase price for the acquisition was MSEK 258.
The remaining part of the proceeds was used to increase Gunnebo’s
financial capacity through further decrease of the Group’s gross
indebtedness. This allows for Gunnebo to capture market opportuni-
ties and realise the Group’s strategy for profitable growth.

2020 Annual General Meeting

The next Annual General Meeting of shareholders in Gunnebo
AB (publ) will be held at Hotel Elite Park Avenue in Gothenburg
on Tuesday 21 April. More information about the Annual General
Meeting is available on page 92 of this Annual Report and at
www.gunnebogroup.com.

Nomination Committee

The task of the Nomination Committee is to present proposals to the
Annual General Meeting for decisions in such matters as the election
of the Chairman of the Meeting, Board members (humber, name and
Chairman), fees to the Board of Directors, and remuneration for com-
mittee work, auditor selection and fees.

It was decided at the 2017 Annual General Meeting that, until
further notice, Gunnebo’s Nomination Committee would consist of
the Chairman of the Board and one representative from each of the
three largest shareholders as per the final banking day of August of
each year. This means that the following shareholder representa-
tives constitutes the Nomination Committee for the period until the
2020 Annual General Meeting: Dan Sten Olsson (appointed by Stena
Adactum), Mikael Jonsson (appointed by Vatterledens Invest), Ricard
Wennerklint (appointed by If Skadeforsékring) and Martin Svalstedt,
Chairman of the Board and convener. The Chairman of the Nomina-
tion Committee is Dan Sten Olsson.

Overview of Gunnebo’s Corporate Governance 2019

e

v

External auditors

H

CEO and

Group Executive Team

Important External
Regulations

Swedish Companies Act and
Annual Accounts Act

NASDAQ Stockholm’s
Rules for Issuers

Swedish Corporate Governance Code

Shareholders

Board of Directors

Business Unit & Regional management teams

Operational management

Nomination Committee

Remuneration Committee
Audit Committee

Group functions

Important Internal
Governing Documents

Articles of Association

Instructions and rules of procedure
(Board, CEO and Board committees)

Group Policies
The Group’s Code of Conduct
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January
RC: 2019 LTIP targets approved.

February

BM: Report from the Board’s committees;
report from CEOQ; report on Q4 and full year
financial performance; audit report; Q4
interim report; proposal of dividends; update
regarding M&A, financing considerations and
strategy.

AC: Report on Q4 and full year financial
performance; audit report; Q4 interim report;
litigations and claim overview and annual
certification process; recommendation of
audit firm, review of the financial perfor-
mance project.

AC: Review of Annual Report 2018.

RC: 2019 LTIP potential for CEO approved.

March
BM: AGM notice and proposals.

April

BM: Acquisition and financing proposal,
report from the Board’s committees; report
from CEO; financial performance update;
M&A and strategy update; Cash Manage-
ment and Safe Storage business update.
BM: Statutory meeting.

BM: Report from the Board’s committees;
update on Q1 financial performance; Q1
interim report, acquisition and right issue.
AC: Review of AC rules of procedures; re-
port on Q1 financial performance; Q1 interim
report; audit and internal control plan for
the year; new accounting principles; finance
policy adherence.
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June

BM: Acquisition, right issue and financing
considerations.

RC: Bonus 2019 H1 and H2 review and
approval.

July

BM: Strategy review of the Group

and Business Units.

BM: Report from the Board’s committees;
report from the CEO; update of Q2 financial
performance; Q2 interim report.

BM: Change of CEO; Q2 interim report.
BM: Decision on right issue,
announcement and EGM.

AC: Q2 financial performance; Q2 interim
report according to new layout; audit plan
and fees, litigations and claims overview.

August

BM: Terms and conditions for right issue,
announcement.

BM: Approval of prospectus, announce-
ment.

BM = Board Meeting
AC = Audit Committee
RC= Remuneration Committee

September

BM: Entrance Control business visit and
update; strategy update and decision.

BM: Allotment of new shares in rights issue.
RC: Approval of bonus H1 for the Group
Executive Team.

October
RC: Proposal on bonus structure for 2020,
update on the HR agenda.

November

BM: Report from the Board’s committees;
report from the CEO; update of Q3 financial
performance; Q8 interim report; Integrated
Security strategy update; new President
and CEO.

AC: Update on Q8 financial performance;
Q8 interim report; Q3 audit review; treasury,
insurance and financial risk update; account-
ing, valuation and tax update.

RC: Bonus structure for 2020 aligned, LTIP
2020 direction outlined.

December

BM: Report from the Board’s committees;
report from the CEO; financial performance
update and plan 2019; budget 2020; invest-
ments, acquisitions and divestments;
evaluation of the board.

AC: Audit and internal control update;
accounting, valuation and tax update.

RC: LTIP 2020 review continued. Indepth
review of the HR agenda for the company.
Approval of new 2020 salaries for the Group
Executive Team.



In the Nomination Committee’s opinion, all its members are in-
dependent of the company and its Group Executive Team. Further-
more, Mikael Jonsson and Ricard Wennerklint are deemed to be
independent of the company’s largest shareholder in terms of votes.
In a deviation from item 2.4 (second paragraph) of the Code, two
of the Nomination Committee’s members are also Board members
who are not deemed to be independent of the company’s largest
shareholders. The reason for the deviation is that Mikael Jonsson is
the person in Vatterledens Invest who has the best knowledge of the
company and its board. No remuneration is paid by the company
to the members for their work on the Nomination Committee. The
Nomination Committee held three meetings prior to the date of this
Annual Report. Contact the Nomination Committee by e-mail to
valberedningen@gunnebo.com or by post to Gunnebo AB, attention
the Nominations Comittee to the address printed on page 92.

Board

The overall task of the Board of Directors is to be accountable for
the company’s organisation and management of the company’s
business. In the execution of its duties, the Board is to manage the
interests of all shareholders. It is also the Board’s duty and respons-
ibility to ensure that Corporate Governance is adhered to and that
this report is prepared.

The Articles of Association stipulate that the Board shall comprise
no fewer than five and no more than seven members, with no more
than two deputies. Board members are elected every year at the
Annual General Meeting for a period that extends to the close of the
next Annual General Meeting.

In 2019, Gunnebo’s Board comprised six members elected by the
Annual General Meeting. Moreover, the employees have the right to
appoint two representatives and two deputies to the Board. None of
Gunnebo’s senior executives are members of the Board. The CEO
and the CFO participate at Board meetings, the latter also serving
as secretary. Furthermore, other senior executives participate at
meetings whenever required. The Board’s work is primarily governed
by the Swedish Companies Act, the Code and the Board’s rules of
procedure. The rules of procedure are adopted every year at the
statutory meeting of the Board.

The current rules of procedure state that the Board shall hold at
least six scheduled meetings between Annual General Meetings
including the statutory board meeting. The rules of procedure also
outline the segregation of work and responsibilities between the
Board, the Chairman, the Board Committees and the CEO.

The Board’s Work in 2019

In 2019, the Board convened 16 times in addition to the statutory
meeting. The work of the Board has been performed as illustrated in
the table on page 36.

Chairman of the Board

Martin Svalstedt was re-elected the Chairman of the Board of Direc-
tors at the 2019 Annual General Meeting. It is the Chairman of the
Board’s responsibility to lead and divide the Board’s work and to en-
sure that it is conducted in an organised and effective manner. This
includes ensuring that the Board completes its duties, monitoring the
progress of the company and ensuring that the Board continuously

receives the information required for the Board to perform its work to
the necessary standard in accordance with the relevant regulations.
The Chairman does not participate in the operational management of
the company.

Independence of Board Members

Pursuant to the Code, the majority of Board members elected at the
Annual General Meeting must be independent of the company and
its Group Executive Team, and at least two of its members must also
be independent of the company’s major shareholders. The share-
holdings of the individual Board members and their independence of
the company, its Group Executive Team and the major shareholders,
and other assignments in other companies are presented on pages
42-43.

Evaluation of the Board’s Work

The work of the Board is evaluated every year by a survey completed
by the members of the Board. The results of this survey form the
basis for continuous improvements to the Board’s work in the com-
pany. The evaluation, for which the Chairman of the Board is respon-
sible, includes issues regarding meetings, material and the manner in
which the Chairman of the Board and the Board in general perform
their main duties in accordance with rules of procedure. The results
of the survey have been presented to and discussed by the Board
and been presented to the Nomination Committee by the Chairman
of the Board. The evaluation is the basis for the Nomination Commit-
tee in terms of its various proposals regarding the Board.

Board Committees

During 2019, the Board of Directors of Gunnebo had two Commit-
tees: the Audit Committee and the Remuneration Committee. The
representatives sitting on these Committees are appointed by the
Board.

Audit Committee

The Audit Committee is a preparatory body for contact between the
Board and the auditors. The Audit Committee follows written rules of
procedure. The Committee’s duties include:

¢ Monitoring the company’s financial reporting and submitting rec-
ommendations and proposals to ensure the reliability of the report-
ing,

* Monitoring the efficiency of the company’s internal control and risk
management as regards the financial reporting,

* Remaining informed about the status of the audit of the annual
report and the consolidated financial statements and about the
conclusion of the Swedish Inspectorate of Auditors’ quality controls
of the auditors,

e Examining and monitoring the impartiality and independence of the
auditors, and in particular identifying whether the auditors provide
any other services to the company than the audit, and discussing
any threats to impartiality and independence and any other matters
with the auditors,

* Providing assistance in preparing proposals for resolution by the
General Meeting on the election of auditors and fees to auditors,
for which the Committee is to monitor that the auditors’ mandate
period does not exceed applicable regulations, submit a recom-
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mendation on the election of auditors and, when electing a new
auditor, procure an audit in accordance with the provisions of Article
16 of the EU Auditor Regulation. If new auditors are to be elected,
the recommendation is to provide reasoning and contain at least
two alternatives and the Committee is, in such cases, to provide
reasons on which auditor it prefers,

e Ensuring that the Group’s nine-month report and Annual Report are
reviewed by the Group’s auditors.

Following the 2019 statutory board meeting, the Committee com-
prised Eva Elmstedt (Chairperson), Anna Borg Saether and Mikael
Jonsson. All of the members of the Audit Committee are independent
of the company and company management and two members are
also independent of the company’s major shareholders.

The Committee held 6 meetings during the year and the Group’s
auditors participated in all of them. The Group’s auditors also par-
ticipated at one Board meeting to present an overview of their audit
and review of internal control. The auditors then met with the Board
without the presence of representatives from the Group. Matters ad-
dressed by the Committee are illustrated on page 36. The attendance
of the Committee members at meetings is presented in the table
below.

Remuneration Committee

The Remuneration Committee follows written rules of procedure. The
Remuneration Committee’s tasks include:

e Submitting proposals on guidelines for remuneration of the Presi-
dent and other senior executives,

e Monitoring and evaluating ongoing variable short and long-term
remuneration programmes for the Group Executive Team and pro-
grammes concluded during the year,

e Monitoring and evaluating the application of the guidelines for re-
muneration of senior managers as adopted by the Annual General
Meeting and current remuneration structures and remuneration
levels in the company,

e Addressing strategically important HR issues, such as management
development and succession planning,

e Preparing other matters related to employment terms and condi-
tions, such as general principles for salary levels, company car
policy, Code of Conduct and other matters delegated to the
Committee by the Board.

Following the 2019 statutory board meeting, the Committee com-
prised Martin Svalstedt (Chairman), Mikael Jénsson and Goéran Bille.
All of the members of the Remuneration Committee are independent
of the company and company management and one member is also
independent of the company’s major shareholders. The Committee
held nine meetings during the year, at which items such as long-
term incentive programmes, bonus model, bonus outcomes and
guidelines for remuneration to senior executives were discussed. The
attendance of the committee members at meetings is presented in
the table below.

Statistics on Attendance and Independence of Board Members 2019

Independent in Relation to:

The Company The Company’s Total
Name Remuneration Audit and Executive Largest Remuneration,
Elected at Annual General Meeting Elected Board Meetings Committee Committee Management Shareholders SEK
Martin Svalstedt 2003 16 (C) Yes 500,000
2008" 16 (M) 285,000
2017 14 (M) 270,000
2012 12 (M) 255,000
Eva Eimstedt 2015 16 (M) 320,000
M 2000 16 (M) 315,000
Employee Representatives Total: 1,945,000
Micke Fridstrom 2018 . e
Irene Thorin® ... 2011 e
Crister Carlsson** 2019 12 (M)
Number of Meetings: 16 9 6

C=Chairman M=Member
*Left the assignment in April 2019
**Took up the assignment in April 2019
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Auditors

Gunnebo’s auditors are elected at the Annual General Meeting.

They audit one interim report and the annual report, accounting and
reporting for the Group as well as the Board’s and CEO’s manage-
ment of the company in accordance with generally accepted auditing
standards in Sweden.

After every financial year, the auditor submits an auditor’s report
for the Parent Company and a consolidated auditor’s report to the
Annual General Meeting as well as a supplementary report to the
Audit Committee under the EU Auditor Regulation.

At the 2019 Annual General Meeting, the registered public audit
firm Deloitte AB was elected as the auditor with Hans Warén as the
auditor in charge. The current mandate period expires at the 2020
Annual General Meeting. The auditors present their audit to the Audit
Committee and the Board of Directors. In addition to their standard
audit assignments, Deloitte provides assistance in the form of ad-
visory and investigative assignments. The assignments performed
are not deemed to give rise to a disqualification situation. Information
regarding fees to auditors is provided in Note 7.

President & CEO and the Group Executive Team

It is the CEO’s responsibility to implement and ensure the execution
of the strategies, business plans and operational targets adopted
by the Board. The CEO is also responsible for ensuring that the
Board receives the information and material necessary for making
decisions. Furthermore, he presents reports at Board meetings and
continuously keeps the Board and Chairman informed of the Group’s
and company’s financial position and performance.

This year the transformation into Business Units and the conse-
quential organisational changes followed by adjusted governance
models have been a focused areas.

During the year, there has been a shift in President & CEO for the
Group. Henrik Lange, who joined Gunnebo in 2015, decided to step
down from the position and handed over to Stefan Syrén 7 Novem-
ber 2019.

The CEO is assisted by a Group Executive Team comprising
managers for Business Units, regions and group functions. With the
Business Unit structure fully implemented at year-end the regional
structure ceased to exist. As a consequence the SVPs for Region
Asia-Pacific, Middle East and Africa and Americas left the Group
Executive Team at year-end 2019. Also the function of central Mar-
keting & Communication was discontinued at year-end meaning that
the SVP Marketing and Communications left the Group Executive
Team at the end of 2019.

With these changes, the Group Executive Team as of 1 January
2020 is made up of five persons:

e President and CEO who also holds the positions as SVP for Busi-
ness Unit Safe Storage and Business Unit Integrated Security
e Executive Vice President, Deputy CEO and SVP Business Unit

Entrance Control
e SVP Business Unit Cash Management
e Group CFO
e SVP HR and Sustainability

The Group Executive Team is presented on page 41 in this Annual
Report.

In 2019, the Group Executive Team held 13 meetings. The meet-
ings mainly focused on implementation, monitoring and follow-up
on the Group’s strategic direction with Business Units by product
offering, change management activities, financial performance de-
velopment, acquisitions and divestment activities as well as financial
follow-up visavi forecast and plans.

Business Unit and Regional Management Teams

Gunnebo’s business activities consist of the Business Units Entrance
Control, Safe Storage, Cash Management and Integrated Security.
The three first Business Units each has a global end-to- end respon-
sibility for product management, supply chain and sales where each
Business Unit also has an operational management team which is
responsible for the unit’s business operations. The fourth Business
Unit, Integrated Security, comprises of several local businesses man-
aged in line with the Group’s governance model, each with its own
strategic agenda but with the common targets to reach the Group’s
financial goals. Until year-end 2019 the Group had management
teams for the business in Region Asia-Pacific, Middle East and Africa
and Region Americas. These management teams have during the
year been focusing on the transition into Business Unit structure in
respective region, as well as securing full focus on customers and
business also in times of change. As of year-end 2019 all countries
have been embedded into the Business Unit structure, hence the
regional structure and their management teams ceased to exist as

of this date.

The operational management teams are the bodies under the
Group Executive Team that are responsible for strategy implemen-
tation, operational management and ensuring that the decisions
which have been made are executed. These management teams are
also responsible for leading the day-to-day operations in each unit
and usually comprise the head of each unit and the most important
heads of staff functions.

Group Functions

Gunnebo’s head office consists of the group functions for the co-
ordination of corporate management, human resources, sustainabil-
ity, legal and compliance, finance, IT, brand management, corporate
communications, investor relations and M&A. These functions are
responsible for preparing relevant group-wide strategies, priorities,
plans and policies for their respective functional areas of responsibil-
ity and for driving, supporting and controlling the development of the
organisation based on their respective areas of expertise.

39



Gunnebo Annual Report 2019 / Corporate Governance

Board of Directors’ Report on Internal Control

The Board is responsible for internal governance and control stipu-
lated by Swedish law (Companies Act and Annual Accounts Act) and
the Swedish Corporate Governance Code. Gunnebo AB applies and
complies with these requirements. The Board’s report is limited to
addressing internal control in respect of financial reporting and Gun-
nebo has decided to describe how the internal control is organised.

Internal Control in Respect of Financial Reporting

Internal control comprises of: control environment, risk assessments,
control activities, information and communication as well as follow-
up and management.

Financial internal control is one of Gunnebo’s central corporate
governance components with the purpose to obtain reasonable
assurance with respect of the reliability of external financial reporting
in the form of interim reports, annual reports and year-end reports.
The objective is to ensure that the financial reporting is prepared
and presented in accordance with law, applicable financial reporting
standards and other requirements for listed companies and that local
statutory regulations are adhered to.

The Group’s internal control environment is evaluated using a
self-assessment of internal controls and is performed annually in all
subsidiaries. The results are followed up by sample test assessments
performed by the auditors. The results of the assessments are com-
piled centrally and reported to the Audit Committee. Identified weak-
nesses as well as areas for improvement to strengthen internal con-
trol are incorporated into future self-assessments with the purpose to
continuously strengthen the company’s internal control environment.
The Board annually evaluates the need for a separate internal audit
function and has determined that the Group’s current process is suf-
ficient to ensure an adequate internal control environment.

Control Environment

The Board has prepared instructions for the CEQ. The responsibility
for upholding an effective control environment has been delegated to
the CEO.

The corporate finance function acts as the Group’s internal con-
trol function and aligns and reports to the Audit Committee and to
the CEO. The function develops and improves the internal control
in respect of financial reporting, both proactively by focusing on the
internal control environment and by reviewing how the internal con-
trol works.

Internal governing documents for the financial reporting mainly
comprise the Group’s Finance Policy, Group Treasury Policy, Group
Internal Control Policy, Group Financial Accounting and Reporting
Policy, Group Authority Matrix and Group Powers Reserved Policy.
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Risk Assessment

Gunnebo’s risk assessment is intended to prevent, identify, evaluate
and rectify significant risks in respect of financials and business in
the Group’s companies and Business Units.

The risk assessment results in identifying significant risks and how
these can be mitigated or monitored and where the risk assessment
is reassessed every year. More information about the Group’s risks
is available in the section “Risk and Sensitivity Analysis” on pages
30-383 and in Note 20, Financial Risk Management and Financial
Instruments.

Gunnebo’s Code of Conduct covers principles for how the opera-
tions are to be conducted.

Information and Communication

For the purpose of ensuring that the external information is correct,
complete and timely, Gunnebo has adopted a Communication policy.
Within the company, there are also instructions regarding information
security and how to communicate financial information between the
Board, Management, other employees as well as with the external
market. Gunnebo has an established process for whistleblowing,
accessible for all employees. It can be used anonymously.



Group Executive Team March 2020

Stefan Syrén*

Born 1966. President and CEO since November 2019.
SVP Business Unit Safe Storage and SVP Business Unit
Integrated Security since 2018.

Principal education and professional experience:
M.Sc. Chemical Engineering, Chalmers University of
Technology. Senior positions at Procter & Gamble, COO,
Papyrus and CEO, Alliance Healthcare Deutschland.
Other current assignments/positions: Board member
of Spakera Holding AB.

Holding: 140,000 shares and 250,000 call options.

*Succeeded Henrik Lange as President and CEO
7 November 2019.

Robert Hermans

Born 1968. Executive Vice President and SVP Business
Unit Entrance Control since 2010.

Principal education and professional experience:
Master of Science in Business Administration from
Uppsala University and MBA, Stockholm School of
Economics. Country Manager, Gunnebo South Africa,
President, Gunnebo Lifting, Managing Director, Cargo
Control Systems (South Africa) and other senior positions
in marketing and sales in the Gunnebo Industries Group.
Other current assignments/positions: Board member
of TsarMedia AB and Satpack Travel.

Holding: 55,000 shares and 200,000 call options.

The information above refers to the situation of M
spouses, minors and children living at home, holc

0. Sharehold
ings of associated co

Ake Bengtsson*

Born 1968. Group Chief Financial Officer since February
2020.

Principal education and professional experience:
Executive MBA, CBS-SIMI, Copenhagen. CEO and CFO
at Haldex, CFO at PartnerTech and CFO at Cardo
Entrance Solutions.

Other current assignments/positions: —

Holding: 15,000 shares.

*Succeeded Susanne Larsson as CFO 10 February 2020.

Christian Weisser

Born 1966. SVP Business Unit Cash Management
since 2019.

Principal education and professional experience:
Degree in industrial business management at Nixdorf
Computer AG. Senior executive positions within Diebold
Nixdorf, recently as SVP and Managing Director for the
region Europe, Middle East & Africa.

Other current assignments/positions: Member of
Planfocus software GmbH Advisory Board.

Holding: 90,000 shares and 200,000 call options.

Js include members’ own holdings and those of
mpanies and holdings through capital insurance

Christian Carlsson

Born 1975. SVP Human Resources & Sustainability
since 2016.

Principal education and professional experience:
M.A. in Human Resources Management from
Bournemouth University. SVP Human Resources,
Papyrus, Director Global HR Operation, Damco, Head of
HR, Damco Nordic, Baltic and Russia. Compensation
and Benefit Manager, Volvo Car Corporation.

Other current assignments/positions: —

Holding: —
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Board of Directors as of 31 December 2019
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Martin Svalstedt

Born 1963. Chairman of the Board of Directors since
2008 and Board member since 2003. Chairman of
the Remuneration Committee.

Principal education and professional experience:
Master of Science in Business Administration,
Karlstad University. CEO, Stena Adactum AB, CFO,
Capio AB. Senior financial positions at Stora Enso and
ABB.

Other current assignments/positions: Board
member, Stena Adactum AB. Chairman of the Board
of Ballingslév International AB and Stena Renewable
AB. Deputy chairman of the Board of Envac AB.
Board member of Scandic Hotels Group AB (publ)
and Svedbergs i Dalstorp AB.

Holding: 255,738 shares.

Independent in relation to the Company and the Group
Executive Team, but not in relation to the Company’s
major shareholders.

Charlotte Brogren

Born 1963. Board member since 2012.

Principal education and professional experience:
Ph.D., Lund University. Leading positions within ABB.
Other current assignments/positions: CTO, Alimak
Group AB (publ). Chairman of the board of HMS
Networks AB. Board member of the Swedish
Foundation for Strategic Research.

Holding: 3,750 shares.

Independent in relation to the Company and the Group
Executive Team, as well as the Company’s major
shareholders.

Crister Carlsson

Born 1965. Member of the Board since 2019.
Representative of Unionen.

Principal education and professional experience:
Electric Power Engineering. Key Technician, Gunnebo
Business Unit Cash Management in Sweden.

Other current assignments/positions: —

Holding: —

Géran Bille

Born 1955. Board member since 2008. Member of
the Remuneration Committee.

Principal education and professional experience:
Master of Science in Business Administration,
Stockholm University. President and CEO, AB Lindex
and Gina Tricot AB. Leading positions within the H&M
group, including President of H&M Rowells, Country
Manager of H&M Sweden and Divisional Manager of
H&M Woman.

Other current assignments/positions: Board
member of KappAhl AB (publ).

Holding: 62,500 shares.

Independent in relation to the Company and the
Group Executive Team, as well as the Company’s
major shareholders.

Eva Elmstedt

Born 1960. Board member since 2015. Chairman of
the Audit Committee.

Principal education and professional experience:
Bachelor of Science, double major in Economics and
Computer Science (Honors), Indiana University of
Pennsylvania and Stockholm School of Economics.
Senior positions within Nokia (Executive Vice
President and Head of Services, Nokia Networks and
Nokia Siemens Networks), Ericsson and telecom
operator 3.

Other current assignments/positions: Chairman of
the Board of Proact IT Group AB. Board member of
Addtech AB, Arjo AB (publ), Semcon AB (publ) and
Smart Eye AB (publ).

Holding: 21,983 shares.

Independent in relation to the Company and the
Group Executive Team, as well as the Company’s
major shareholders.

E Micke Fridstrom

Born 1964. Member of the Board since 2018.
Representative of Unionen.

Principal education and professional experience:
Electrical and tele-technical education. Key
Technician, Gunnebo Business Unit Integrated
Security in Sweden.

Other current assignments/positions: —

Holding: 1,250 shares.

The information above refers to the situation of March 2020. Shareholdings include members’ own holdings and those of
spouses, minors and children living at home, holdings of associated companies and holdings through capital insurance

Anna Borg Seether

Born 1971. Board member since 2017. Member of the
Audit Committee.

Principal education and professional experience:
Masters in Economy and Political Science, Uppsala
University. Senior positions at Vattenfall and Klarna.
Other current assignments/positions: CFO,
Vattenfall AB. Board member of Cellmark AB and
deputy Board member of Maeterlinck AB.

Holding: 3,750 shares.

Independent in relation to the Company and the
Group Executive Team, as well as the Company’s
major shareholders.

ﬂ Mikael Jonsson

Born 1963. Board member since 2000. Member of
the Audit Committee and the Remuneration
Committee.

Principal education and professional experience:
University studies in Economics, Gothenburg School of
Business, Economics and Law at the University of
Gothenburg. Various senior positions at Vatterledens
Invest AB.

Other current assignments/positions: CEO and
board member of Vétterledens Invest AB. Chairman of
the board of Lids Industri AB, Kopparbergs Bryggeri
AB, Brovallsmacken AB and Tjugotjugonio AB. Board
member of Badefluna Invest AB, Wipcore AB and
Nordic E-Commerce Knowledge AB.

Holding: 191,666 shares.

Independent in relation to the Company and the Group
Executive Team, but not in relation to the Company’s
major shareholders.
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Gunnebo
Sustainability
Approach

Our Business
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Financial Performance
Achieve the Group’s
financial goals by driving
a sustainable business

Governance
Demonstrate clear and
ethical leadership

Suppliers

Establish clear guidelines
and expectations for
suppliers and implement
necessary controls

Our People
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Health & Safety
Provide safe working
conditions and prevent
any major incidents

Development, Training
& Engagement
Develop employees and
the organisation

Community
Act positively in the local
community

Our Impact
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Climate & Energy
Reduce the Group’s
energy consumption
and CO, emissions

Natural Resources
Optimise use of water
and raw materials

Waste
Manage waste to reduce
its impact

Sustainability Report

As a global provider of security solutions within Entrance
Control, Safe Storage, Cash Management and Integrated
Security, the Gunnebo Group is engaged in sustainability. The
Group considers sustainability to be a key success factor and
strongly believes that it goes hand in hand with the ambition of
Gunnebo being a leading provider of a safer future.

In 2018, Gunnebo decided to embrace a
whole new Sustainability Approach. This was
done in order to anchor the Group’s com-
mitment even more firmly in the corporate
culture. Gunnebo’s sustainability approach
focuses on three pillars:

Our Business: The Group aims to build and
maintain a sustainable and ethical business
—internally and in collaboration with its busi-
ness partners.

Our People: The Group wants to offer good
working and living conditions for both em-
ployees and the people around it.

Our Impact: The Group wants to minimise
its impact on the planet by controlling its
waste, emissions, and consumption of ener-
gy and natural resources.

Sustainability Management

The Group’s work with sustainability is based
on the Code of Conduct that supports sus-
tainable activities across the value chain.
The Code of Conduct’s ethical guidelines are
complemented by clear leadership, which
aim to provide the Group’s employees with
the tools needed to manage the broad spec-
trum of opportunities and risks faced by a
global business.

Gunnebo’s sustainability targets were es-
tablished in 2016, with 2016 being the base
year. The targets are based on an assess-
ment and represent areas where Gunnebo
has the greatest impact on society, the envi-
ronment and employees, and what has the
greatest influence on Gunnebo’s results.

The focus is on energy and climate, waste
management, environmental management,
compliance with the Code of Conduct in the
supply chain, and occupational health and
safety.

The Group’s sustainability reporting runs
parallel with other reporting and includes all
manufacturing units and sales units. Energy
consumption and waste recycling are among
the parameters reported on a quarterly basis
as well as accidents and status on suppliers’

compliance with the Code of Conduct. The
reporting procedures enable transparent,
trustworthy documentation of Gunnebo’s
sustainability impact and form the basis for
target follow-up.

The management of sustainability risks is
an integral part of the Group’s risk manage-
ment process.

> Read more about the Group’s risk management
on pages 30-32.

Group Sustainability Committee

Appropriate structures need to be put in
place if sustainability is to be systematical-
ly integrated into business practices. The
Sustainability Committee is made up of the
Group’s CEO and six SVPs from the Group
Executive Team which represent all areas of
the company. They meet three times a year,
and the members’ responsibilities include:
promoting the sustainability agenda through-
out the Group, defining strategic priorities
and programmes and monitoring progress.

The committee’s focus in 2019 has been
to fully implement the Group’s new Sustaina-
bility Approach and to follow up on the deci-
sions made in 2018: to implement a Suppli-
er's Code of Conduct, to communicate about
the approach through Sustainability days
and to ban single-use plastics from offices
around the globe.

This year, a few key decisions were also
taken linked to the latest strategic changes in
the Group:

e Update of the Group Code of Conduct,

e Employee Engagement Survey,

e Focusing on occupational safety in key
areas where the Group has its highest risk,

* Developing a new assessment tool to track
the changes and progress in the Group
related to Sustainability.

In 2020, the Group is planning to further
embed those changes in daily practices
and transition to a new set of non-financial
targets.



Non-Financial Targets

Gunnebo’s sustainability targets were established in 2016,
with 2016 as the base-year and 2020 as the year for fulfillment.
The targets support sustainable, profitable growth. By taking
a long-term approach to sustainability, with clearly defined

targets, it is ensured that Gunnebo’s some 4,200 employees
create a sustainable, attractive offering for the customers and
partners resulting in value for the shareholders.

Target Aggregated Outcome 2016-2019

Reduce the use of electricity at
manufacturing and major sales units by
8% from 2016 to 2020.

Energy & Climate

Reduce CO, emissions from production
sites and sales units by 15% from 2016 to
2020.

Reduce CO, emissions from own fleet by
20% on average from 2016 to 2020.

Total electricity consumption 16,748 MWh (Base
year 2016: 16,695), an increase of 0.3%.

Total CO, emissions 18,814 tonnes CO, (Base
year 2016: 19,298), a decrease of 2.5%.

Average CO, 126g/km (Base year 2016: 133),
a decrease of 4.6%.

Supply Chain As a global organisation, Gunnebo’s goal

is to ensure that all major suppliers comply
with the Group’s Code of Conduct.

Gunnebo published a new Code of Conduct for
suppliers in 2018. At the end of 2019, 93% (70%
in 2018) of the Group’s major suppliers were
compliant.

Health & Safety Gunnebo’s goal is to create healthy,
suitable working environments where
employees can develop their full potential.
In its work for a safe working environment,
the aim is for all manufacturing units to be

OHSAS 18001 or ISO 45001 certified.

At the end of 2019, seven out of nine manufacturing
units were certified to OHSAS 18001 (Base year
2016: three out of eight).

Waste Increase recycling of non-hazardous waste
in production by 8% from 2016 to 2020.

97.7% (Base year 2016: 97.4) of all non-hazardous
waste generated in manufacturing units was recycled.

All manufacturing units ISO 14001
certified.

Environmental
Management Systems

At the end of 2019, all sites but one had been cer-
tified.

Stakeholder Dialogue

Gunnebo’s stakeholders are found worldwide. The Group’s
business develops through open dialogue, feedback from

the market and the expectations and needs of stakeholders.
Gunnebo’s main stakeholders are those that most greatly influ-
ence or are influenced by its business activities — customers,
employees, suppliers and shareholders.

Customers: During 2019 customer surveys have been carried
out on several of the Group’s markets, the results from which
lead to continuous improvements.

Employees: The Group is maintaining constant dialogue with
employees through different channels, driven and monitored by
Group HR. Employee engagement surveys are important tools
for understanding what is working well and identifying where
further efforts are needed and a new global survey was con-
ducted in late 2019. It disclosed areas of improvements and as

a means of measuring progress and effectiveness of the actions
taken, it will be renewed during 2020. See more on outcome on
page 49 under “Our People”.

Suppliers: Relationships with the Group’s suppliers are devel-
oped through regular interaction to ensure that the suppliers
comply with Gunnebo’s Supplier’s Code of Conduct. Published
in late 2018, the Group has made continuous effort in communi-
cating its new Supplier’s Code of Conduct throughout 2019.
Shareholders: The dialogue with shareholders has been

very important during 2019, due to the successful rights issue
carried out in the third quarter. The communication with share-
holders is based on the Annual General Meeting, but also takes
place in meetings with shareholders, investors and analysts,
and presentations at various shareholder meetings, with a high
level of ambition as regards accessibility.
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Our Business

Gunnebo understands sustainability not only
within the context of environmental pro-
tection, but also as a whole approach. The
growth and profitability of Gunnebo enables
the Group to invest in innovations that drive
higher levels of efficiency so more environ-
mental benefits can be achieved.

Code of Conduct

In 2019, Gunnebo has updated its Code of
Conduct in order to reflect the latest stra-
tegic changes in the Group and integrate it
within its Sustainability Approach. While the

overall structure and some content has been

renewed, the core is identical: Gunnebo’s

Code of Conduct aims to give employees

clear guidelines, defining how they should act

ethically in their jobs and act professionally

in their interactions with all of the Group’s

stakeholders. It is based on:

e UN Declaration of Human Rights

e UN Global Compact

¢ |LO Principles of Rights at Work

e OECD Guidelines for Multinational
Enterprises

¢ UN Convention against Corruption

¢ |ISO 26000 Guidance on social

responsibility

The latest version of the Code of Conduct
can be found at www.gunnebogroup.com.

During 2019 and following this update, it
was the Group ambition to refresh all em-
ployee’s training on the Code of Conduct
through its HR online training platform.
Hence, at the end of 2019, over 99% of all
employees had taken this refreshment train-
ing.

This training activity is also part of the
introduction programme for new employees

Sustainability Impact Across the Value Chain

Gunnebo’s sustainability impact across the value chain derives from both direct and indirect operations.

Ability to manage impact starts with product development activities, followed by purchasing, manu-

facturing, sales, delivery and installation, service and end of use. The table below summarises
the Group’s sustainability impact and how that impact is managed.

9

Product Development =

Purchasing

R

Manufacturing

Description  Product development is a vital part of all To build a strong supply chain, Gunnebo Gunnebo operates nine manufacturing units

of impact Business Unit's growth strategies. Sustainability selectively chooses its suppliers. The Group worldwide with about 1,100 employees. This
concerns start at the conceptual phase. invests in win-win relationships to assure the workforce provides the input and flexibility the
All Business Units create new products, ultimate objective: to serve the needs of end Group needs to meet customers’ demands.
anticipating future needs, without compromising customers and create value for the Group’s Gunnebo works continuously at all these
on quality, price or sustainability. The choice stakeholders. sites to reduce the environmental footprint
of materials can impact the environment and When business partners are selected, it is while optimising performance and maintaining
the people who make and use the products. important to consider the impact on them and high standards of quality and safe working
Thereby, it is important to consider the length their impact on the environment. Gunnebo conditions.
of the products’ full lifecycle, their energy supports jobs creation beyond its operations,
consumption and how they are disposed of at through building strategic partnerships. It is
the end of their lifecycle. the Group’s responsibility to make sure

Product development is an important that business is carried out in accordance
step that will set in motion industrialisation, with Gunnebo Supplier’s Code of Conduct
where one can control future costs and avoid throughout the supply chain regarding
unnecessary steps and waste. environmental care, occupational health,
human rights and anti-corruption.
Factors * Choice of materials (hazardous and non- ® Economic, social and environmental impact ® Energy consumption
affecting hazardous) used in products on suppliers * Water consumption
impact  © Length of product lifecycle ® The origin of parts and raw materials ¢ Waste disposal and water discharge
® End of use, recycling and disposal * Transportation and greenhouse gas emis- * Employment and working conditions
o Efficiency in industrialisation sions
* Packaging waste
Tools to  ® Proportion of different materials in products * Group purchasing strategy * Environment and safety management system
manage ° Procedures to control the use of hazardous * Supplier assessment (ISO 14001 and OHSAS 18001)
impact materials ® Supplier’s Code of Conduct * Code of Conduct
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* Product certification
 Industrialisation procedure

e | ocal supplier policy
* Development of suppliers

* Group sustainability targets



to help ensure understanding of Gunnebo’s
corporate culture. It is the responsibility of
each manager within the Gunnebo organ-
isation to ensure that employees are fully
informed about the Group’s Code of Con-
duct and to ensure that it is implemented and
followed. Managers should act in such a way
that their behavior is an example of the Code
of Conduct in practice.

Supply Chain
Our operations and customers are all over
the world. As such, the Group wants to

000
cCoa

Sales

Gunnebo’s work with sustainability is largely
customer-driven. By providing high-quality

security products, services and software, the Group
aims to create value and build a safer future for
customers around the world.

Gunnebo has sales companies in more than 20
countries. The Group also has a channel partner
network, giving it access to 100 additional markets.
Gunnebo focuses its customer offering through its
four Business Units. Local knowledge in each market
combined with a global presence allows Gunnebo
to deliver to businesses of all sizes, helping them
to create a safer world for their customers, their
employees and society as a whole.

Throughout the sales process, regardless of channel,
Gunnebo works to counter corruption.

ensure that it can source products and servi-

ces of a consistently high quality everywhere.

In response, a global network of suppliers
for the Group manufacturing units has been
established. Today, this network compris-
es several thousands of suppliers with a
total purchasing volume of approximately
€100million. Around 80% of this figure is
attributable to 250 suppliers, which are the
Group’s major suppliers.

In order to clearly define the Group’s ex-
pectations, the Gunnebo Supplier’'s Code
of Conduct has been released at the end

Delivery and Installation

In terms of logistics footprint, Gunnebo’s manu-
facturing units are located in Americas, Europe

and Asia. In order to optimise the transportation

of products, the Group builds partnerships with
selected logistics companies to deliver a high
standard of service while considering cost and
environmental impact. Once delivered, products
are installed by either Gunnebo’s own employees or
sub-contractors. The Group works continuously to
maintain high standards of quality and safe working
conditions throughout the installation process.

of 2018. The Group strives to ensure that
all major suppliers adhere to this Supplier's
Code of Conduct and uses the principles
therein among the criteria for selecting new
business partners.

At the end of 2019, 93% of the Group’s
major suppliers were declaring in line with the
principles that are set in the Supplier’s Code
of Conduct.

Furthermore, in 2019, 34 suppliers audits
on Sustainability have been performed by the
purchasing teams in order to follow up on
compliance with the most critical suppliers.

Service and End of Use

I
Lo

Management of the complete lifecycle is important
for Gunnebo. Gunnebo’s products are meant to last
and the Group’s competitive advantage is based on
total cost of ownership. It is the Group’s ambition
to ensure that all clients receive good service
throughout the entire lifecycle. Gunnebo offers
services which are tailor-made to customer needs.
Gunnebo can also be a preferred partner when
it comes to finding a replacement for outdated
materials and identifying recycling and disposal
options.

 Financial performance of sales
* Employment and working conditions
* Product offering delivering sustainable solutions

¢ Transportation and GHG emissions

® Economic, social and environmental impact on
transporters and sub-contractors

* Employment and working conditions

* Packaging waste

® Economic performance in service sales

® End of use, recycling and disposal

* Electronic and metallic waste

e Technicians’ transportation and GHG emissions

® Group Business Units sales and marketing strategy
e Customer survey
® Code of Conduct

* Group logistics strategy

e Transportation optimisation

® Transporter and sub-contractor assessment
¢ Code of Conduct

* Group after-sales and service strategy

e Portfolio of offering for service, replacement and
disposal of products

® Route-planning for technicians
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This to mitigate a significant proportion of the
Group risks and impacts in Sustainability.

Reporting of Violation

All Gunnebo employees are informed about
how to report any conduct that they believe
to be a violation of law or of the Gunnebo’s
Code of Conduct to their immediate manag-
er. If that manager is in any way involved in
the situation being reported or has any other
form of conflicting interests, the employee
reports the situation to the manager’s im-
mediate superior. If, for any reason, neither
of these reporting channels can be used,
the alleged violation may be reported in
accordance with Gunnebo’s whistle-blowing
procedure.

Human Rights

As a global organisation, it is Gunnebo’s
ambition to comply with human rights prin-
ciples in controllable aspects of its business.
Gunnebo respects international conventions
on human rights, which act as guidance for
all of the Group’s own operations.

Gunnebo’s approach to human rights is
stated in the Code of Conduct and stresses
that all humans, whatever nationality, gender,
ethnic origin, religion, language, or any other
status, are all equally entitled to human rights
without discrimination.

Gunnebo does not tolerate any form of
harassment or violence in the workplace,
and the use of forced labour and child labour
is strictly prohibited in all company opera-
tions. This is important to state, as Group
operations are conducted to a certain extent
in high-risk countries in terms of child and
forced labour.

The human rights risk means risk of child
labour, forced or compulsory labour but also
risk of discrimination, prevention of freedom
of association and collective bargaining as
well as health and safety issues. Human
rights risk is not considered to be material
for Gunnebo’s direct operations, but as
the Group does business with suppliers
from high-risk countries the Group strives
to get all major suppliers to comply with
the supplier Code of Conduct. The Group
shall not do business with suppliers that
do not uphold basic human rights. Working
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Manufacturing Units

At the end of 2019, the Group had nine manufacturing units in nine countries
worldwide. All of them are certified ISO 9001, eight out of nine ISO 14001 and
seven out of nine OHSAS 18001 or ISO 45001.

Europe
Doetinchem, Netherlands

Asia
Halol, India

Factory employees: 114
Production: ATM safes
Certification: ISO 14001, ISO 9001,
OHSAS 18001

Lavis, Italy

Factory employees: 77
Production: Entrance control
Certification: ISO 14001, ISO 9001,
OHSAS 18001

Markersdorf, Germany

Factory employees: 47
Production: Safes and vaults
Certification: ISO 14001, ISO 9001,
OHSAS 18001

Binefar, Spain

Factory employees: 91
Production: Cash management
Certification: ISO 14001, ISO 9001,
OHSAS 18001

Zlin, Czech Republic

Factory employees: 73
Production: Entrance control
Certification: ISO 9001

with human rights with regard to suppliers
involves training activities and mandatory

self-assessments for compliance with the
supplier Code of Conduct.

Anti-Corruption

Gunnebo’s approach to anti-corruption is
stated in the Group’s Code of Conduct and
in the fraud and corruption policy. The Group
applies zero tolerance to all cases of bribery
and corruption. No employee of Gunnebo
should accept any gift or personal favour that
might reasonably be believed to have an in-
fluence on business transactions. Deviations
should be reported to management. The
impact of corruption effects both Gunnebo
and its stakeholders. Business not conduct-

Factory employees: 321

Production: Safes and vaults, ATM safes,
Entrance control

Certification: ISO 14001, ISO 9001,
OHSAS 18001

Jakarta, Indonesia

Factory employees: 227
Production: Safes and vaults
Certification: ISO 14001, ISO 9001,
OHSAS 18001

Kunshan, China

Factory employees: 58
Production: Entrance control
Certification: ISO 14001, ISO 9001

Americas
Cincinnati, USA

Factory employees: 115
Production: Safes and vaults, cash
management

Certification: ISO 14001, ISO 9001,
OHSAS 18001

ed in an ethical manner might lead to impris-
onment and financial penalties and effects
both partners and their employees by unfair
and uncontrolled terms, as well as Gunnebo
by damage to its reputation and results. The
corruption risk arises in both sales and pur-
chasing situations.

As the Group also does business with
partners from countries with a high risk
of corruption, it strives to get its partners
to comply to its ethical value. Therefore,
the Group published it supplier’s Code of
conduct in 2018 and its Business Partner’s
Code of Conduct in 2019. Those documents
outline the Group expectations and their
principles set the criteria for selecting new
business partners.



Our People

Gunnebo’s employees are the Group’s great-
est asset and the key to long-term growth
and success. The Group wants to be an
employer that people are proud to work for.
Gunnebo’s employees make their own con-
tributions to sustainable development, both
in their daily business lives and as members
of society.

Employees

Gunnebo is working purposefully to create a
common culture, with dedicated employees
who take responsibility, work together and
have an inclusive approach. An important
aspect of a successful business is that the
Group’s 4,256 (4,449) employees at year-
end reflect the diversity of its customers and
society.

The Gunnebo Group strives to be an em-
ployer that offers equal opportunities for
all employees and fosters differences and
potential in an endeavor to meet customers’
needs and build a long-term profitable busi-
ness. This goal is put into practice through
a number of diversity and equality activities,
and various development programmes. By
offering safe and healthy working environ-
ments, the Group aims to create workplaces
where employees can develop.

Your Voice Employee Survey

Employee surveys are important tools for
understanding what is working well and iden-
tifying where further efforts are needed.
At the end of 2019, a new employee engage-
ment survey was carried out in the Group.
Results among other show an increased level
of employee engagement. This is positive,
against the backdrop of all organisational
changes that have taken place during last
year.

The global survey also disclosed areas
of improvements. Notably is also the high
participation rate of close to 85% which
indicates a genuine interest in the Gunnebo
organisation about sharing their opinion.

Result is being analyzed and leaders are
trained in utilising the result in the best way.
This survey will be followed up already during
Q8 2020 with another agile survey in order to
drive further improvements.

Occupational Health and Safety

It is the Group’s goal and major responsibility
to provide safe working conditions for its
employees and people exposed to its activ-

Employees by Country

B India, 23%

B Indonesia, 16%
Netherlands, 8%
Spain, 7%
Mexico, 5%
Sweden, 5%
USA, 5%

Czech Republic, 4%
Germany, 4%
Italy, 4%

UK, 3%

Brazil, 3%
China, 3%
Other, 10%

Gender Distribution

Managers

H Men
m Women

ities and thereby offer healthy working envi-
ronments where employees can develop and
grow. Focus on this matter prevents negative
impact for employees in form of accidents

in the workplace and also contributes to
Gunnebo’s reputation as a responsible em-
ployer.

The main focus is to control main risk
activities through dedicated programmes in
order to prevent any major incidents. Gunne-
bo cannot accept any event that could result
in an employee being seriously injured.

To support its approach, the Group is
implementing a new Group Health & Safety
group policy since the end of 2018. It ap-
plies to all Gunnebo operations and will help
protect employees, visitors, locations and
surrounding communities.

During 2019 increased focus has been put
on initiatives cross the Group and outcome
is 41% decrease in injuries. A step in the right
direction and the Group’s ambition contin-
ues.

Especially, the Group is committed to
control the risks associated with hazardous
process in its manufacturing facilities by
developing safety management systems.
Gunnebo’s aim is that all manufacturing units
should be certified to the OHSAS 18001 or
ISO 45001 management system for health
and safety. At the end of 2019, seven out of
nine units were certified according to this

Employees by Region
H EMEA, 40%
B Asia-Pacific, 44%
® Americas, 16%

Employees

83%

standard and are preparing the transition to
the new ISO 45001 standard in 2020.

Risk assessments are also conducted for
every activity of the Group, which result in lo-
cal prevention action plans in accordance to
local regulation. The Group is also starting to
implement Group safety standards in order
to go further than regulations and put under
control its high risks activities.

In order to manage the accident reporting,
investigation and assessment process in a
uniform way, the Group has a global report-
ing system to better understand causes for
any incident, and to define counteractive
measures to avoid repeats and improve the
way of working. This enables to monitor
the performance as a Group with the aim
to reduce the frequency of accidents on a
permanent basis. This reporting process has
enabled the Group to implement a quarterly
newsletter and meeting where results, the
most recent serious events and the possible
preventive actions are shared and discussed.

Performance management

Gunnebo’s performance management pro-
cess places an emphasis on commitment
and accountability around agreed individual
objectives. Individual development is a two
way street — with performance management
the Group has introduced self-assessments
and more employee involvement. Perfor-
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mance management is a process to ensure
each employee makes a real impact on the
business. During 2019, it became fully digital
which enhances the ability to both improve
the quality of the feedback as well as focus
and endurance.

Gunnebo’s focus is to plan for its employ-
ees’ development, so that it goes hand in
hand with the Group’s business goals. The
aim is to give all employees opportunities to
develop to their full potential, and to know
what is expected of them in the short and
long term. Structured personal development
reviews are therefore conducted every year
with all employees in the Group. The aim
of these reviews is to set individual goals
and formalise the assessment of personal
progress. They are also an important tool in
ensuring that all employees work towards
the same goals, i.e. full implementation of the
Group’s strategy.

Development of employees

Collaboration and capitalising on internal

strengths and resources are prioritised areas

in Gunnebo’s leadership development pro-
grammes. It is therefore the aim of the Group
that all managers should participate in at
least one of the programmes being offered,
namely:

e “The ACE” (Action, Communication, En-
gagement) development programme is the
leadership foundation for all within Gunne-
bo Group,

e “Road to Growth” is a leadership pro-
gramme intended for middle managers with
potential to grow in Gunnebo,

e The Group’s programme for employees
in senior positions who usually report to a
member of the Group Executive Team is
called “Challenger”.

During 2019 the Group also launched
dedicated training initiatives to support the
organisational transformation. Focus has
been placed on change management train-
ings for leaders.

E-learning platform for training

To facilitate the dissemination of knowledge
and increase accessibility to training, Gun-
nebo has made a broad scope of e-courses
available for its employees, covering skills
such as project management, communica-
tion and sales training. Taking courses online
contributes to reducing the costs and envi-
ronmental impact associated with travelling.
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The courses and information sharing are
available in the e-platform and is an impor-
tant base for employee development and
performance management, where the perfor-
mance management system is connected to
the e-platform for training to facilitate for both
employees and managers to embed these
classes in the personal development plan.
Increased utilisation year over year shows
the dedication from employees to continue
to develop.

Human capital risk

The human capital risk is significant for
Gunnebo. The Group strives to recruit and
retain the right people. The risk is handled by
clearly defined wanted behaviors stated in
the Performance Cornerstones and these are
used in the recruitment process for profile
mapping as well as in performance manage-
ment.

Equality

Gunnebo’s employees are recruited and
promoted solely based on their qualifications
for the job. Equal opportunities and treat-
ment apply for all the Group’s employees
irrespective of gender, marital status, ethnic
or national background. Each employee shall
be rewarded in a correct and fair manner in
accordance with their individual performance
and contribution to the success of the com-
pany.

Equality is an important element of the
Group’s work with diversity. Of the Group’s
employees, 17% are women and 17% of the
Group’s managers are women.

Gunnebo’s aim is to ensure that women
and men are treated equally and provided
with the same opportunities to develop. To
increase the proportion of female employees
and achieve a more balanced gender distri-
bution in the long term, the Group works, for
example, to promote the inclusion of female
employees in the succession planning pro-
cess as well as the participation of women in
leadership development programmes. Since
the Group’s pay structure is based on a glob-
al system, it supports the ambition of equal
pay for equal work, where any differences in
pay levels are driven by local conditions.

Diversity

One of Gunnebo’s strategic goals is to in-
crease insight into and harness the benefits
of the Group’s diversity. For a global compa-

ny, understanding of local market conditions,
cultural and employee needs, is pivotal to
develop the business. Diversity is encour-
aged at all levels in the Group and Gunnebo
strives to represent as many dimensions of
diversity as possible and to meet customer
demands in a global market. This work con-
siders gender, origin, industry background
and other indicators of diversity. At year-end
2019, Gunnebo had 498 (considering all the
employees who have direct reports) compa-
ny managers and members of management
teams, representing 35 nationalities.

Social conditions
Gunnebo strives to be an organisation char-
acterised by equality and diversity, traits
which contribute to creativity and breed new
ideas, which in turn are a prerequisite for
business success. Gunnebo continuously
has several global projects under way to
ensure that the company fosters the Group’s
diversity and develops equal workplaces.
The Group’s recruitment tool supports an
objective recruitment process as it measures
several different personality traits that are
relevant to occupational settings. Ultimately
the test measures traits with the purpose of
determining behavioural styles of work. This
enables Gunnebo to as objectively as possi-
ble determine the best candidate for the job
posted. Social conditions are not considered
to be material for Gunnebo’s direct opera-
tions. Gunnebo manages this sustainability
risk with support from the Group’s code of
conduct, its recruitment and remuneration
policy as well as global system for pay struc-
ture.

Local activities

The Gunnebo code of conduct helps ensure
that the Group runs its business ethically
and that potentially negative social impact is
understood and avoided. In addition to social
issues in purchasing and production, Gun-
nebo also plays an active role in the commu-
nities where it operates, creating additional
positive social impact and strengthening the
local communities where the Group oper-
ates. Its local companies are encouraged to
support politically and religiously unaffiliated
grass root projects in their vicinity which
lead to greater equality, and a higher level of
education and general standard of living.



Our Impact

As a company that operates at an international level,
Gunnebo recognizes its responsibilities concerning
the impact that its business activities have on the
environment. The Group has formalised its commit-
ment to environmental excellence when adopted the
first Environmental Policy in 2008 which has latest
been updated in 2018.

Environment

The activities of the Group are always carried out
with consideration for the environment. Environmen-
tal impact under the Group’s direct control, is to be
minimized in the day-to-day operation, and resourc-
es are to be used sparingly and efficiently.

Environmental impacts primarily take place in
production processes through material and energy
consumption, emissions to air and water, or the
creation of noise and waste. To restrict the environ-
mental impact of production, the Group has all of its
manufacturing units but one certified in accordance
with ISO 14001. Environmental risk analyses are
carried out in connection with such certification.
These analyses provide good information about the
various risks at the manufacturing units and relevant
action programmes can then be implemented on a
local scale. The systems also include procedures for
internal audits and the handling of non-conformities.
Inspections are performed regularly by external
certification bodies.

Environmental targets and reporting

In 2016, Gunnebo identified the areas where its
environmental impact is greatest and set a number
of non-financial targets for its environmental perfor-
mance. Since then, the Group has been working to
secure this reporting and regularly updates infor-
mation to make sure its environmental management
remains relevant. The following areas were identified
as having the greatest environmental impact: the
use of electricity at manufacturing units and large
sales units, carbon dioxide emissions from man-
ufacturing and sales units as well as from its own
fleet of vehicles, and the recycling of non-hazardous
waste in production. Hence, in 2016, new goals
were set for all of these areas, while reporting pro-
cedures were improved and quality assured.

Looking ahead

As mentioned, the group updated its ten year old

Environmental Policy in 2018. By reviewing risks and

impact analysis, it was decided to focus on:

¢ Decreasing CO, emissions and energy con-
sumption,

e Optimising the use of water and raw materials
through improvement of processes,

* Managing waste in the most responsible way
possible.

As such, the work in the coming years will be
centered around:

e Carbon reduction strategy to better manage emis-
sions from operation,

* Energy management improvement by starting a
new phase of energy analysis,

e Continuous efforts to reduce fuel consumption,

e Increasing the use of recycled materials,

e Diminishing the impact of the packaging used,

* Waste management improvement in all level of the
company,

e | ifecycle perspective in the Group’s product de-
velopment procedures in order to continue efforts
in areas such as reducing a product’s energy
consumption and simplifying source separation
when a product can no longer be used,

¢ Involve employees in those changes as responsi-
bilities for environmental care are shared through-
out the Group — every employee is responsible
for thinking of the world around them and has an
important role to play in the Group’s environmental
work.
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Stay Updated

Visit the Gunnebo Group website. The latest
information for investors, analysts and
financial journalists who follow the Gunnebo
Group. Sign up to receive regular financial
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Consolidated Income Statements

MSEK Note 2019 2018
NeUSales o 5,459 5,128
Cost of goods sold 2,5 4,064 -3,686
Gross profit 1,442
Selling expenses S S 2,5 —611
Administrative expenses 2,5 577
Other operating income 8 42
Other operating expenses 8 47 =31
Operating profit (EBIT) 192 265
Financial income and expenses, net 9 —76 -53
Profit before taxes 116 212
Income taxes 10 —71 -92
Net profit from continuing operations 45 120
Net profit/loss from discontinued operations 4 — -803
Net profit/loss 45 -683
Net profit/loss attributable to:
‘Shareholders of the Parent Company T 45 683
Non-controlling interests = 0
45 -683
Earnings per share before dilution, SEK e 0.55 -8.95
Of which, continuing operations, SEK 0.55 1.57
Of which, discontinuing 0perations, SEK e - -10.52
Earnings per share after dilution,SEK 16 -8.94
which, continuing operations, SEK 1.57
which, discontinuing operations, SEK -10.51
Consolidated Statements of Comprehensive Income
MSEK Note 2019 2018
Net profit/loss 45 -683
Other comprehensive income
Items that will not be reclassified to the income statement
Remeasurements (actuarial gains and losses) 7 -4 33
Income taxes 10 9 -7
Subtotal -32 26
Items that may be reclassified to the income statement
Translation differences in foreign operatons 48 16
Hedging of net investments e . 2 -2
Cash flow hedges 20 1 3
Subtotal 51 17
Other comprehensive income 19 43
Total comprehensive income 64 -640
Total comprehensive income attributable to:
‘Shareholders of the Parent Company T 64 640
Non-controlling interests = 0
64 -640
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Comments on the Consolidated Income Statements

Net Sales
The Group’s reported net sales amounted to MSEK 5,459 (5,128). Sales growth
was 3% excluding impacts from currency and divestments, of which Cominfo
represented slightly more than half. Entrance Control had a growth of 21%,
Safe Storage was 6%, Cash Management was —9% and Integrated Security
was —6%. The currency effect was 4%.

Net sales comprised of MSEK 4,577 related to product sales and MSEK 882
related to sales of services.

Sales growth by quarter
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Gross Margin
The gross margin excluding items affecting comparability was 26.3% com-
pared to 28.4% last year.

Operating Expenses

Selling and administrative expenses excluding items affecting comparability
decreased by MSEK 23 over the same period last year. As a percentage of net
sales, this equalled 20.5% compared to 22.3% for the previous year.

Other operating income and expenses totalling MSEK -32 (-20) included the
impairment of acquisition related intangibles of MSEK —-29 (-21 relating to an
impairment in connection with a divestment in the UK) linked to Integrated
Security.

ltems affecting comparability impacted the result by MSEK —91 (-29) for the
year with MSEK -38 (-13) in cost of goods sold, MSEK -62 (-47) reported in sell-
ing and administrative expenses and MSEK 9 (31) reported in other operating
income and expenses. ltems affecting comparability included MSEK 53 of costs
related to the cost-efficiency programme and MSEK 38, being a net derived from
former initiatives and profit on sale of property in Portugal recorded in the second
quarter. The total cost for the efficiency programme has been re-confirmed to end
at MSEK 60 with the remainder to be taken during the first half of 2020 where re-
confirmed savings will show full year effect from second half of 2020.

Last year, items affecting comparability included MSEK 60 of structural costs,
offset by both the gain of MSEK 21 on the divestment of a non-core monitoring
service business in Spain and MSEK 10 being the profit from the sale of a facil-
ity in South Africa.

Operating Profit (EBIT)

Operating Profit (EBIT) was MSEK 192 (265), equalling an operating margin of
3.5% (56.2).

EBIT and EBITA by quarter

MSEK

120

2017 2018 2019

W EBIT mEBITA

EBITA

The internal financial performance follow-up for the Business Units and the
Group focuses on EBITA as a measure of performance. EBITA is defined as
Operating profit (EBIT) before amortisation and impairment of acquisition
related intangible assets, excluding items affecting comparability and effect of
IFRS 16 Leases.

MSEK 2019 2018
Net sales 5,459 5,128
Costofgoodssold . —4026—3673
Gross profit excl. IAC 1,433 1,455
.Selling and administrative.e.{penses excl. IAC -1,118 -1,141

nd
Add back: Amortisation and impairment of
acquisition related intangibles e 40..
Add back: IFRS 16 leasing effect -9 —
EBITA 321 334

EBITA was MSEK 321 (334), equalling an EBITA margin of 5.9% (6.5). Changes
in the year, as compared to previous year, can be explained by:

MSEK
EBITA 2018 334

.Structure

EBITA 2019 321

® The sales growth of 3% impacted operating profit with MSEK 61.

® Savings from cost-efficiency measures were MSEK 48, of which MSEK 14
were related to the cost-efficiency programme launched in July 2019.

® Currency effects were MSEK 20, of which translation effect was MSEK 19
and transaction effect was MSEK 1.

® Other effects of MSEK —142 came mainly from the net of overhead cost
increase and from loss on associated companies, offset by product mix
improvements. The overhead costs for the year are impacted temporarily
due to transition to the global Business Unit structure.

EBITA margin by quarter
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Financial Income and Expenses, net

Net financial items totalled MSEK 76 (-53). Excluding the impact of IFRS 16
Leases of MSEK —14, net financial items increased mainly due to higher interest
expenses and financing costs on external financing.

Income Taxes

Tax expense was MSEK -71 (-92) resulting in an effective tax rate of 61% (43).
The higher effective tax rate compared to the previous year was negatively
impacted by the impairment of acquisition related intangibles of MSEK —29
(—21) linked to Integrated Security, current losses not recognised and a tax cost
of MSEK —10 related to a lost tax case from 2012. Last year’s taxes included
final adjustments to prior year tax returns and write-downs of deferred tax
assets.
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31 December 31 December
MSEK Note 2019 2018
ASSETS
Non-current assets
Goodwill 11 1,625
Other mtanglble assets """ 1 374
Rightofuseassets 12 243
Property, plant and equment """ 13 322
Deferredtaxassets 10 228
Other long- -term assets 43
Total non-current assets 2,735
Current assets
Inventories 14 754
Total customer recelvables """ 15 972
Current tax recewables """ 120
Other short-termassets 19 189
Cash and cash equwalents 744
Total current assets 2,779
TOTAL ASSETS 5,514 4,856
EQUITY AND LIABILITIES
Equity attributable to shareholders of Parent Company 1,464 1,087
Total equity 1,464 1,087
Non-current liabilities
Long-term financial liabilites ... 20 1,805
Provisions for post- employment beneﬂts """ 17 411
Long-term portion of lease ||ab|l|t|es """ 12 148
Deferred tax liabilities 10 59
Total non-current liabilities 2,423
Current liabilities
Accounts payable 585 594
Current tax liabilites
Short-term provisons 18
‘Short-term financial ||ab|||t|es """ 20
‘Short-term portion of Iease ||ab|||t|es """ 12 100
Other short-term liabilities 19 759 674
Total current liabilities 1,627 1,481
TOTAL EQUITY AND LIABILITIES 5,514 4,856
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Comments on the Consolidated Balance Sheets

Intangible Assets

Intangible assets changed by MSEK 185 (-196) during the year, of which MSEK
176 related to the acquisition of Cominfo, MSEK —29 (-) caused by goodwill
impairments and MSEK 42 (78) by currency. Amortisation was MSEK 50 (53) of
which MSEK 18 (19) comes from acquisition related intangible assets. Capital
expenditures on intangible assets were MSEK 46 (72) related to product and
software development. Last year even included MSEK 299 caused by impair-
ments related to divestments.

Right of Use Assets

The Group has adopted IFRS 16 Leases as from 1 January 2019 using the
modified retrospective approach, under which no restatement is made of com-
parative financial information for 2018. Upon adoption, right of use assets and
lease liabilities were recognised in the amount of MSEK 254. Right of use
assets changed by MSEK —11 during the year, of which MSEK 91 related to
additions, MSEK —111 was depreciation and MSEK 9 by currency.

Property, Plant and Equipment

Property, plant and equipment changed by MSEK 40 (-63) during the year, of
which MSEK 30 related to the acquisition of Cominfo, MSEK —16 (-10) was
caused by sales during the year and MSEK 8 (8) by currency. Depreciation was
MSEK 51 (61). Investments in property, plant and equipment amounted to
MSEK 69 (65) relating to the Safe Storage in the US and Entrance Control in
the UK. Last year also included MSEK 59 caused by impairments related to
divestments.

Net Operating Working Capital Development
Net operating working capital decreased to MSEK 520 (610), representing
9.5% (11.9).

% of % of
Net operating working capital, MSEK 2019 sales 2018 sales
Inventories 754 13.8% 717 14.0%
Total customer receivables 972 17.8% 1,018  19.9%
‘Accounts payable 585  10.7%  -594 11.6%
‘Other operating assets/liabilities 621 11.4% 531 10.4%
Total 520  9.5% 610 11.9%

Excluding the effect of divested balances, accounts receivable and inventories
accounted for the majority of the net working capital decrease, with
currency effect being minor.

Operating capital employed

MSEK %
3,500 70

3,000

2,500

2017 2018 2019
M Operating capital employed B Capital employed

Return on operating capital employed Return on capital employed

Long and Short-Term Financial Liabilities

The Group’s long- and short-term financial liabilities amounted to MSEK 2,094
(1,908), whereof MSEK 8 (17) related to bank overdraft facilities and the remain-
der being mainly borrowings from financial institutions. Total credit facilities
amounted to MSEK 2,627 (2,591) of which MSEK 785 (682) remained unused
at the end of 2019.

Net Debt
Net debt amounted to MSEK 1,761 (1,714) at the end of 2019. Excluding provi-
sions for post-employment benefits, net debt increased to MSEK 1,350 in 2019
from MSEK 1,339 in 2018 where the change includes both an increase from the
inclusion of the IFRS 16 Leases liability of MSEK 254, offset by increased cash
mainly attributable to the net proceeds from the rights issue.

Net debt/EBITDA ratio (net leverage) decreased from 3.5 at the end of 2018
to 3.0 at the end of 2019.

Net debt/EBITDA

MSEK %

2,000

= Net debt incl. post-employment benefits (PEB) = Net debt
Net debt incl. PEB/EBITDA Net debt/EBITDA

Post-employment Benefits

The Group's provisions for post-employment benefits were MSEK 411 (375)
representing an increase of MSEK 36. The increase is mainly caused by the
changes in financial assumptions, as w