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WALLENSTAM’S CORPORATE GOVERNANCE STRUCTURE
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PRINCIPLES OF CORPORATE GOVERNANCE

Wallenstam AB is a Swedish public company with its registered
office in Gothenburg. The company’s B shares are listed on
Nasdaq Stockholm, Large Cap. In order to ensure good govern-
ance of the Group, responsibility is clearly divided among the
shareholders, Board as well as the CEO and Management. The
articles of association, the Board’s rules of procedure, including
CEO instruction, adopted policies and guidelines, the Swedish
Companies Act and other applicable legislation and regulations
form the basis for control of the Group. Wallenstam also applies
the Swedish Corporate Governance Code (the Code). Wallenstam
follows the Code with the exception of the provision regarding
composition of the nomination committee. This deviation is
explained in more detail below.

SHARES AND OWNERS

The number of shareholders in Wallenstam amounted to 13,291
at year-end. Wallenstam’s principal shareholder is Hans Wallen-
stam who, together with his family and companies, holds around
25 percent of the equity and 62 percent of the voting rights.
Foreign share ownership amounted to 10 percent of the equity
and 5 percent of the voting rights. The thirteen largest sharehold-
ers, where shareholders ten to thirteen hold the same number of
shares, represented the equivalent of around 60 percent of the
equity and 80 percent of the voting rights. No warrants, convert-
ibles or equivalent securities exist, which can result in additional
shares in the company.

As of December 31, 2017, Wallenstam’s share capital amount-
ed to SEK 165 million, distributed among 34,500,000 A shares
(ten votes per share) and 295,500,000 B shares (one vote per
share). There are no limits to how many votes each shareholder
may cast at annual general meetings. The shares all carry equal
rights to the company’s assets and profits. However, repurchased
own shares have no dividend rights. Wallenstam’s market capitali-
zation at year-end amounted to SEK 26,037 million.

According to Wallenstam’s dividend policy, the reported

130 Corporate Governance Report

Act, Rule Book for Issuers, Swedish Code of Corporate
Governance and other relevant acts and regulations.

profit should primarily be reinvested in the operations to enable
continued development of the Group’s core business and thus
create increased value growth. When determining the size of

the dividend, consideration must also be given to the company’s
investment requirements, need to strengthen its balance sheet
and position in general, and the ability of the Group to develop in
the future while maintaining its financial strength and freedom of
action. The amount available for distribution must never exceed
profit before unrealized changes in value and impairment charges
after the standard tax rate.

ANNUAL GENERAL MEETING

The Annual General Meeting (AGM) is Wallenstam’s highest
decision-making body where shareholders have the opportunity to
make decisions on questions concerning the company. The AGM
is held in Gothenburg within six months of the end of the financial
year. Shareholders have the right to participate in the AGM — per-
sonally or by proxy — if the shareholder is recorded in the share
register on the record day and has notified his participation in

the meeting to the company within the period prescribed in the
convening notice. In order to be able exercise voting rights at the
meeting, shareholders whose shares are nominee-registered must
temporarily reregister their shares in their own name in accord-
ance with the notice to the AGM.

The AGM elects the Chairman of the Board, the other Board
members and the company’s auditors. It is also tasked with
adopting the balance sheets and income statements for the
company and the Group, deciding on the appropriation of the
company’s profits, discharging the members of the Board and
the CEO from liability for the financial year, approving guidelines
for remuneration to senior executives and the appointment of a
nomination committee.

Notice to attend the AGM is given through the Official Swedish
Gazette (Post- och Inrikes Tidningar) and on Wallenstam’s web-
site. It shall also be announced in Dagens Industri that notice has
been given. The convening notice includes the agenda and the



resolutions proposed by the Board of Directors and the nomina-
tion committee. Shareholders who wish to have a matter dealt
with at the AGM can request this in good time to Wallenstam'’s
Board of Directors prior to the meeting.

A total of 300 shareholders were represented at Wallenstam’s
AGM on April 26, 2017, representing around 57 percent of the
shares and about 79 percent of the total number of votes in the
company. The Board of Directors, CEO, Group Management and
the company’s auditor were present.

The following resolutions were adopted by the AGM on April 26,

2017:

e Adoption of the income statements and balance sheets of the
Group and the parent company for 2016.

¢ A dividend of SEK 1.70 per share for the 2016 financial year,
spread over two payment dates of SEK 0.85 each per share.

e Fees to the Board totaling SEK 1,400,000 of which SEK
700,000 to the Chairman of the Board, SEK 250,000 to the
Vice Chairman and SEK 150,000 to each of the other Board
members. Amounts include remuneration for committee work.

e Discharge from liability of the CEO and Board of Directors.

® Re-election of Board members Christer Villard, Agneta Wallen-
stam, Anders Berntsson and Ulrica Jansson Messing as well
as Karin Mattsson Weijber. Christer Villard was re-elected as
Chairman of the Board,

¢ Re-election of Harald Jagner as auditor and Pernilla Lihnell as
deputy auditor, both from Deloitte AB.

e Approval of guidelines for remuneration of senior executives.

e Resolution on reduction of the share capital through cancella-
tion of shares.

e Authorization for the Board to take decisions regarding acquisi-
tion and assignment of the company’s own shares.

® Resolution regarding nomination committee ahead of the AGM
2018.

Minutes and a presentation from the AGM are available at
www.wallenstam.se/bolagsstyrning.

NOMINATION COMMITTEE

The 2017 AGM resolved to establish a nomination committee
ahead of the 2018 AGM in order to present proposals, including
for the election of the Chairman and other members of the Board,
election of the auditor, the chairman of the AGM, and questions
relating to fees.

The nomination committee ahead of the AGM 2018 is composed of:
e Dick Brenner (nomination committee chairman)

e Christer Villard (Chairman of the Board, Wallenstam AB)

® Hans Wallenstam (largest shareholder, Wallenstam AB)

e Lars-Ake Bokenberger (representing the shareholder AMF)
The composition of the nomination committee implies a deviation
from the Code’s provision 2.3 as the CEO is a member of the
nomination committee. The reason for the deviation is that the
CEO is also the principal shareholder in the company and is thus
a member of the nomination committee in that capacity.

The members of the nomination committee have carefully con-

sidered and stated that there is no conflict of interest in accept-
ing the assignment as a member of Wallenstam’s nomination
committee.

Shareholders have the possibility of submitting proposals to
the nomination committee using the address provided on Wal-
lenstam’s website. The nomination committee’s proposals to the
AGM are published in connection with the convening notice. The
nomination committee also submits a reasoned opinion regarding
the proposed Board and a report on how the nomination com-
mittee carried out its work. In its work, the nomination committee
aims to maintain a uniform gender distribution in the Board
and that the Board in other respects should be characterized
by diversity and breadth in terms of competencies, experience
and background. The nomination committee applies rule 4.1 of
the Swedish Corporate Governance Code for this purpose as a
diversity policy, in drawing up its proposal for election of Board
members.

The nomination committee held one recorded meeting ahead
of the 2018 AGM at which all of the matters that are incumbent
on the committee to deal with under the Code were discussed.
The nomination committee discussed and considered the size
of the Board, what areas of expertise should be represented on
the Board, fees to Board members and a proposal for election of
the auditor. As a basis for its opinion, the nomination committee
studied the result of the annual evaluation of the Board that was
carried out during 2017.

BOARD OF DIRECTORS

Shareholders elect the Board at the AGM every year. The Board
of Directors has overall responsibility for the Group’s organization
and administration, and to ensure that the control of accounting,
management of funds and economic conditions in general are
satisfactory. It is therefore incumbent on the Board to ensure
that a functioning reporting system is in place and that the Board
receives the necessary information regarding the company’s
position, profit/loss, financing and liquidity through periodical
reporting. In addition to its responsibility for the company’s organ-
ization and administration, the Board’s most important task is to
take decisions on strategic matters such as approval of strategic
plans, business and profitability targets and policies. The Board
also takes decisions on major acquisitions and divestments of
properties and companies and major investments in construction
and wind power as well as financing questions.

Composition of the Board

According to the articles of association, Wallenstam’s Board must
comprise at least four and not more than eight members, with
no deputies. There are no provisions in the articles of association
concerning the appointment and removal of Board members or
about changes to the articles of association. Board members are
elected annually at the AGM for the period until the end of the
next AGM. New Board members receive an overview of the com-
pany and its operations and participate in Nasdag Stockholm’s
training for board members in listed companies.

During 2017, Wallenstam’s Board comprised five members
elected by the AGM and no deputies. At the 2017 AGM, Christer

Attendance

Attendance audit remuneration

Attendance committee committee
Name Function Elected Board meetings meetings meetings  Independent*
Christer Villard Chairman 1995 8/8 3/3 2/2 Yes
Ulrica Jansson Messing Vice Chairman 2008 8/8 3/3 2/2 Yes
Anders Berntsson Board member 1997 8/8 3/3 No
Agneta Wallenstam Board member 2010 8/8 3/3 No
Karin Mattsson Weijber Board member 2016 8/8 3/3 Yes

* Independent means independent in relation to the company, company management and to the company’s major shareholders

under the provisions of the Code.
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ANNUAL PLANNING BY THE BOARD

JUL
February

© Adoption of the year-end report
© Remuneration matters
 Preparations for the AGM FEB AUG
o Audit matters

o Evaluation of internal audit

® Proposed dividend
SEP

April
e Preparations for the AGM APR oCcT
o Statutory Board meeting

MAY NOV
June F DEC
o Matters for decision

Apart from standing items such as investment decisions and information from the CEQ in the form of financial reports, market analysis etc.

September

e Strategies and plans
o Audit matters

® Forecasts

December

® Budget

® Policies

e Evaluation of the CEQ’s work

e Evaluation of the Board's work

o Audit matters

 Related party questions and conflicts of interest

Villard, Ulrica Jansson Messing, Agneta Wallenstam, Anders
Berntsson and Karin Mattsson Weijber were re-elected. Board
members are presented in more detail on page 12.

The CEO does not sit on the Board.

The work of the Board

The Board’s work is governed by rules of procedure that are
adopted annually at the statutory meeting. Among other things,
the rules of procedure contain instructions about the division of
duties within the Board and in relation to the CEO and the duties
of the committees.

The Chairman of the Board leads the Board’s work and ensures
that the Board performs its duties. The Chairman monitors the
Group's operations through continual contacts with the CEO and
is responsible for ensuring that other members continually receive
the information necessary to carry out the Board work in the best
way. The Chairman is also responsible for conducting an annual
evaluation of the Board’s and CEO’s work.

Board decisions require that more than half of the members are
present and more than one third of the total number of members
vote for the resolutions. The Chairman has the casting vote in the
event of the same number of votes.

Meetings during 2017
In 2017, the Board held eight recorded meetings, of which one
was the statutory meeting. At each of these meetings, the Board
dealt with the matters described in the chart above and other
matters of material importance for the company. The Board work
during the year focused in particular on strategy discussions,
financing questions including the establishment of an MTN
(Medium Term Notes) program, IT security issues, complance
issues including implementation of the new General Data
Protection Regulation as well as construction projects and other
investments. The CEO and officers of the company attend Board
meetings in a reporting capacity.

During the year, the company’s auditors attended the Board
meetings held in February, September and December.
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The Board conducted an evaluation of its work during 2017.
The evaluation, which also covered the CEO’s work, was conducted
with the assistance of an external consultant and consisted of a
questionnaire where the result of the evaluation was first analysed
and subsequently presented to the Board at the scheduled Board
meeting in December 2017. The nomination committee received
the results of the evaluation and the presentation/analysis submit-
ted to the Board by the consultant responsible.

Remuneration Committee

Within the Board, there is a remuneration committee tasked

with preparing the Board’s decisions on matters concerning
remuneration principles as well as compensation and other
terms of employment for company management. In addition,

the remuneration committee must monitor and evaluate the appli-
cation of guidelines for remuneration to senior executives that the
AGM has adopted as well as current compensation structures
and levels in the company. Where appropriate, the remuneration
committee must also monitor and evaluate ongoing programs

for variable remuneration to company management as well as
programs concluded during the year. The committee’s members
are appointed by the Board once every year and its areas of
responsibility are governed by the rules of procedure adopted by
the Board annually.

During 2017, the remuneration committee was composed of
Chairman of the Board Christer Villard and Vice Chairman Ulrica
Jansson Messing. The remuneration committee held two recorded
meetings during 2017. Matters dealt with at the meeting included
an evaluation of current remuneration to senior executives includ-
ing ongoing incentive program and proposals for future remunera-
tion to the CEO and other senior executives in the company.

Audit Committee

The Board of Directors has discussed setting up an audit
committee but has chosen not to establish one. The Board as a
whole therefore performs the tasks that are the duty of an audit
committee within the framework of the regular board work. In



this way, the Board’s expertize can be fully put to use and Board

meetings are made more efficient. The duties of the audit com-

mittee include:

e monitoring the company’s financial reporting and making
recommendations and proposals to ensure the reliability of the
reporting

e monitoring the effectiveness of the company’s internal control,
internal audit and risk management in respect of the financial
reporting

e keeping informed about the audit of the annual accounts and
consolidated financial statements

e following the outcome of the audit

e evaluating and reviewing the auditor’s impartiality and
independence

e submitting proposals to the AGM for the election of auditor or
consider giving the nomination committee the task of submitting
such proposals to the AGM.

During 2017, the Board met three times in its capacity as an
audit committee to deal with the above matters.

CEO AND GROUP MANAGEMENT

The CEO is responsible for the company’s day-to-day administra-
tion and leads the company’s operations according to the Board’s
guidelines and directives, including the adopted CEO instruction.
The CEO is responsible for preparing complete information and
decision data prior to Board meetings, presenting matters for
discussion and for justifying his proposals for actions and deci-
sions. The CEO also keeps the Board continuously informed of
the performance of the company and the Group through monthly
newsletters.

Wallenstam’s CEO Hans Wallenstam is the company’s largest
shareholder. It is a great advantage for Wallenstam to have a CEO
with a long-term interest in the company. Apart from continuity, it
also means quick decisions, which has proved to be a competitive
advantage on a number of occasions.

In his day-to-day work the CEO leads the Group Management.
Wallenstam’s Group Management includes the CEO, the Vice CEO
and Regional Director Stockholm and Uppsala business area, the
Regional Director Gothenburg business area, the CFO and Head of
Investor Relations, the Finance Director and the Communications
Director. Wallenstam’s Group Management is presented on page
14. The CEO and other members of Group Management meet
continuously in order to monitor developments and results in the
business areas, update forecasts and plans, and to discuss current
issues. Reporting from Group Management to the CEO, in respect
of each operational area, occurs on a monthly basis. In connection
with this, an evaluation takes place together with annual develop-
ment discussions to ensure that the right competencies are found
in key positions.

Remuneration to the CEO and Group Management

Guidelines for salaries and other remuneration to the company’s

senior executives are decided by the AGM. The following guide-

lines, which apply to the CEO and other members of company
management, were adopted by the 2017 AGM.

e Senior executives should be offered fixed salaries which are
market-related and based on the employee’s area of responsibili-
ty and performance.

e Senior executives should be offered market-related pension ben-
efits chiefly in the form of premium-based pension agreements.

¢ Senior executives should be offered customary non-monetary
benefits to facilitate the performance of their work. Additionally,
benefits in the form of accommaodation, including related expens-
es, may also be offered in individual cases.

* |n addition to fixed salary, variable remuneration that rewards
predetermined, measurable performance may also be offered.
Such variable remuneration should seek to promote the creation
of long-term value within the Group. Furthermore, in connection
with the conclusion of a published company business plan and
to the extent the Board considers appropriate, the Board will
have the right to decide on monetary compensation to the Chief

Executive Officer and the Vice Chief Executive Officers as remu-
neration for extraordinary work performed during the implemen-
tation of the business plan. Variable remuneration should be paid
in the form of salary and may not exceed the fixed remuneration
for the executive concerned for the year in question.

e Senior executives may be offered incentives in the form of
synthetic options if such an offer is available to all permanent
employees in the company. Payments under such an incentive
program are not pensionable.

e A reciprocal period of notice of six months shall apply to senior
executives. Termination benefits, including salary during the
period of notice, may not exceed 24 monthly salary payments.

The Board retains the right to deviate from the guidelines if there
are particular reasons in an individual case.

EXTERNAL AUDITORS

Wallenstam’s auditors are elected annually by the AGM. At the
2017 AGM, Harald Jagner and Pernilla Lihnell, both from Deloitte
AB, were re-elected as auditor and deputy auditor respectively,
until the end of the 2018 AGM. The auditors examine the Board’s
and the CEQ’s administration of the company and the quality of
the company’s accounting. The auditors report the outcome of
their examination to the shareholders through their audit report,
which is presented at the AGM. Moreover, the auditors present
detailed statements to the Board at Board meetings several times
per year. The Board meets the company’s auditors without the
Group Management being present once per year.

In addition to the audit, Deloitte AB performs certain audit-
related services for Wallenstam. These services mainly relate to ac-
counting, tax and company law-related matters, and Wallenstam is
of the opinion that the performance of these services does not jeop-
ardize Deloitte AB’s independence. Further information regarding
remuneration to the auditors can be found in the Group’s Note 4.

INTERNAL CONTROL OVER FINANCIAL REPORTING

The Board has overall responsibility for ensuring that Wallenstam

has a satisfactory system for internal control over financial report-

ing. This system is designed through collaboration among the

Board, Group Management and the company’s personnel aimed

at ensuring the following:

e that the company has reliable financial reporting

e that the company has a suitable and efficient financial reporting
organization.

e that the company complies with applicable legislation and other
applicable regulations regarding the financial reporting.

The company uses the established COSO framework (Internal
Control — Integrated Framework) in its financing reporting work.

Control environment

To ensure internal control over financial reporting, Wallenstam’s
control environment is based on a clear division and distribution
of responsibilities and duties between the Board and the CEO,
and also within the company’s operational activities. The Board’s
rules of procedure and CEO instructions aim to ensure such a
distinct division of roles and responsibilities in order to facilitate
the effective management of operational risks. Correspondingly,
there are also decision-making and authorization procedures cov-
ering all of the Group’s operations, among other things, aimed at
ensuring good order and at preventing or detecting irregularities/
fraud (non-approved purchases, unauthorized use of the compa-
ny’s assets etc.) in time, which can have a significant impact on
the company’s financial reporting.

Policies adopted by the Board, such as the Code of Conduct
and finance policy, are also important for the internal control work.
There are also established guidelines for the company’s employees
in order for them to understand the importance of their respective
roles in the maintenance of good internal control. The guidelines
for the financial reporting are updated in the event of changes
in legal requirements, listing requirements and/or accounting
standards.
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Risk assessment

Wallenstam’s Group Management continually evaluates and

identifies the risk for material errors in the financial reporting in

discussions and meetings in the organization. The Board, in its

capacity as an audit committee, reviews the material risks with

the company’s auditors and also decides on necessary measures

that need to be taken. Higher risks have been identified in the

following areas:

e valuation of investment properties

e valuation of wind turbines

o fiscal estimates including interpretation of cases and regulatory
changes.

Control activities

Control activities are designed both to prevent and detect short-
comings in the identified risk areas above and also to ensure that
any errors in the financial reporting are corrected. There are also
control activities to ensure that reporting occurs in accordance
with applicable accounting rules and standards. Other controls
include various forms of system support, built into established
routines and division of duties such as quarterly reporting from
the business areas to the CFO and through the principle that

all documents should be reviewed and approved by at least two
people. In addition, the company has established an ethics coun-
cil, which employees can contact in order to report suspected
irregularities.

The Board reviews the interim and annual accounts prior to
publication.

Instructions, procedures and manuals are drawn up, updated
and communicated to the employees concerned on an ongoing
basis to ensure they have up-to-date information. Employees also
undergo training to ensure the necessary competencies.

Information and communication

Both the internal information within Wallenstam and the external
communication are governed by the Group’s overall information
disclosure guidelines. Regarding communication of internal infor-
mation, company management is responsible for informing the
relevant employees about their responsibility for maintaining good
internal control, with the aim of ensuring effective and accurate
disclosure of financial reporting. This occurs through regular

information meetings in each business area, among other ways.
Employees are also kept informed via Wallenstam’s Intranet about
adopted policies, guidelines, instructions and manuals.

The PR and marketing department is responsible for external
information disclosure in respect of the financial reporting. This
work is conducted according to the principle of current and correct
disclosure as described in Nasdaqg Stockholm’s rule book for
issuers.

Follow-up of internal control

Wallenstam’s Group Management continually evaluates that the
internal control over financial reporting is working in the intend-
ed way. This occurs through internal analyses and by reviewing
the accounting department’s work, with the aim of identifying
measures needed or proposals for improvements. The Board
subsequently receives Group Management’'s comments regarding
the operations and the internal control. The company’s auditors
participate in Board meetings three times per year and inform
members of their observations regarding the company’s inter-

nal routines and control system. Board members also have the
opportunity to ask questions to the external auditors at these
meetings. It is the duty of the Board to ensure that action is taken
regarding possible shortcomings and proposed measures result-
ing from Group Management reports, as well as in the audit and
information from the auditors.

Internal audit

Wallenstam’s Group Management continually reviews the proce-
dures and documentation concerning the internal control system.
Nothing has emerged to indicate that the control system is not
working as intended. In the light of this, the Board has decided
not to establish an internal audit function. This decision will be
reviewed annually.

NON-COMPLIANCE
During 2017, no breaches of regulations or etiquette at the stock
exchange where Wallenstam’s shares are traded have taken place
according to decisions by the exchange’s disciplinary committee
or pronouncements by the Swedish Securities Council.

This report is not part of the formal annual report.

Gothenburg, March 22, 2018

Christer Villard
Chairman of the Board

Anders Berntsson
Board member

Agneta Wallenstam
Board member
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Ulrica Jansson Messing
Vice Chairman

Karin Mattsson Weijber
Board member





