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This is Arjo

Our work is based on genuine care for human health and

well-being, and contributes to a sustainable healthcare

system - always with people in mind.

Arjo is a global supplier of medical devices, services and
solutions that improve quality of life for people with reduced
maobility and age-related health challenges.

We create value by improving clinical outcomes for patients
and enabling a better work environment for healthcare profes-
sionals. Arjo thereby contributes to a sustainable healthgare
system - always with peeple in mind,

Cur main customers are private and public institutions with-
in acute care and long-term care. The offering includes prod-

Acute care facilities

O ©

ucts and solutions for patient handling, hygiene, disinfection,
medical beds, therapeutic surfaces, venous thrombeembolism
(VTE) prevention and diagnostics. We also offer product ser-
vices as well as training in connection with product sales.

We sell products and solutions in more than 100 countries,
divided into three geographic areas: North America, Western
Europe and Rest of the Worid, We are nearly 6,000 employees
worldwide and our head office is located in Malma, Sweden.

Long-term care facilities

Care provider —.l- ..._ Nursing homes Home care
Hospital groups/chans Grouped hospitals Healthcare in the home
Individual hospitals Individual hospitals or long-term care facibties Organized locally
Private and public Chains of long-term care facilities Not primary focus for Arjo
hospitals Private and public care facilities
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CEQO comment

It is time to take Arjo

to the next level

2017 was a very exciting year for Arjo. Having been part of Getinge, we
became a standalone company and were listed on Nasdaq Stockholm in
December. In 2017 we have laid the foundation for the future of the com-
pany with clear plans in place to take Arjo to the next level.

Arjo was founded in Esldv more than 60 years ago by entrepre-
neur Arne Johansson. The company has since evolved into a
global partner for the acute care and long-term care sector, In
2017, we gained the apportunity to take another few important
steps in Arjo's long and successful journey by listing the com-
pany on Nasdaq Stockholm. The spin-off from Getinge means
that we can become even more focused in the areas in which
our business has its heart and thereby position Arjo as a trusted

partner in both acute care and long-term care. A partner who
shares customers’ values and ambitions, and has a deep under-
standing of the complexity that characterizes teday's health-
care environments.

We operate in a global market, in which most indications
are that the demand for healthcare services will continue to in-
crease for the foreseeable future. Growth is largely being driven
by demographic factors such as an aging population and higher




"Standing on our own two feet is very exciting for

us and we have a great engagament in the group

to deliver according to our targets”

incidence of chronic diseases. The economic perfermance of
emerging markets is also enabling more countries to develop
advanced healthcare. These factors are the basis for the as-
sessment that the market is expected to grow by an average of
4 percent per year in the next five-year period.

After a few years of challenges and declining growth for
Arjo, it is now time to switch gears, In particular, we will
increase our market presence in long-term care, an area in
which we see many possibilities for regaining leading positions.
We can, as a standalone company, sharpen our focus with
strengthened opportunities for carrying out our strategy and
more efficiently developing the products and solutions that the
market requires.

Our Arjo 2020 business plan
| took office as CEQ of Arjo in April 2017, following many years
with Getinge. At an early stage we defined a clear strategy for
the new Arjo. With our business plan, which we call Arjo 2020,
we will achieve our vision of being recognized globally as the
most trusted partner for enabling care and improving quality
of life for people with reduced mobility and age-related health
challenges, The plan contains a number of averall focus areas
with activities to strengthen our commercial focus, increase ocur
operational agility, and to create sustainable, profitable growth.
During the year, we were able to make solid progress and
also saw early signs that the activities we carry out are pay-
ing off. However, in 2017, our net sales declined -1.6 percent
organically to SEK 7,688 M, mainly driven by negative trends
in our two largest markets, the US and the UK, in the UK, the
development was mainly due to continued lower investments
by the National Health Services (NHS). With the exception for
UK, however, we saw a positive growth in Western Europe of 2
percent for the full year. In the US, the weak development was
mainly attributable to lower rental and DVT sales in the first
half of the year. Although by initiating a number of clear actions,
we managed to finish off the year on a positive note both within
rental and DVT in the US. For the rental business, where we
have had challenges for a long time, it was especially rewarding

to close the year with two positive quarters. This shows that we
are on the right path.

New products and solutions

During the year, we launched a number of new products and
solutions. We entered into a partnership with Sony Mobile that
will enable us to soon offer our customers a unique tracking
solution. The solution aims to improve efficiency and quality

of care by reducing time spent on locating critical equipment
in healthcare environments. The partnership with Sony Mobile
is an important milestone in our digitalization efforts that are
being carried out on several fronts.

We have also expanded our product offering in the Patient
Handling product category through Sara® Flex, a new addition
to our Sara product family, which is a series of standing and
raising aids for people with reduced mobility. Sara® Flex has a
unique silicone leg support that enables the patient to be repo-
sitioned more comfortably.

In 2018, we will also launch a number of exciting new prod-
ucts and | look forward to speaking more about those in the
near future.

In conclusion, | can say that, after a period of challenges and
declining growth, Arjo now stands well-equipped for the future.
We are putting an intense year behind us and look forward to
successively take Arjo to the next level and start to generate
growth. Standing on our own two feet is a stimulating opportu-
nity for us and we have a great commitment within the Group
to meet our targets. [ look forward to a continued exciting and
successful future with Arjo.

Malms, March 29 2018

it

Joacim Lindoff
President & CEQ
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Arjo's operations are based on an extensive know-how in enabling care for people
with reduced mobility and age-related health challenges, that has been buiit up
over our 60-year history as partner within acute and long term care.

Entrepreneurial spirit was one of the first to understand the need for bathing and
Arjo was founded in 1957 by Swedish entrepreneur Arne transfer equipment in healthcare and elderly care as well as
Johansson and was given the name Arjo using the first two for improved ergonomics for healthcare professionals. He
letters of the founder's first and last name. Arjo originally developed a series of innovative products that could meet
manufactured components and machine parts for other these needs in Sweden. Shortly thereafter, Arjo started selling
manufacturers, including medical devices, Arne Johanssen its products outside Sweden.

Arjo was Launch of the first Development of SARA Arjo 1s acquired Acquisition of

founded height-adjustable bathtub standing and raising aid by Getinge BHM Medical

Acquisition history

In addition to organic expansion, Arjo will continuously evaluate acquisitions to gain
access to new markets and further strengthen its market positions. Through acqui-

sitions, Arjo can achieve growth and improve margins through synergies in research
and development, manufacturing, distribution and sales, The following table shows

Arjo's acquisition history since 2012,

] ARJO ANNUAL REPORT 2017



Globel expansion

At the end of the 1960s, Arjo expanded its products to
Western Europe, The products were in high demand and
Arjo quickly established several international sales compa-
nies, for example, in the UK, Germany, France, Belgium and
the US. In the 1980s, Arjo strengthened its position as a key
player in the international market with the acguisitions of US
company Century and UK company Mecanaids. The interna-
tional expansion continued and Arjo soon became a global
player in products and equipment for hygiene and patient
handling.

Strengthened market positions

In 1972, Arjo launched the first height-adjustable bathtub. In
1989, Arjo developed the first generation of SARA (standing
and raising aid) and later on the Maxi Move patient lifter sys-
tem. The develepment of innovative technology continued in
the 1990s focusing on product development in hygiene and
patient handling systems.

Listing followed by acquisition by Getinge

Arjo was first listed on the Stockholm and London stock ex-
changes in 1993, At that time, Arjo had about 1,100 employees
and generated sales of approximately SEK 1,300 M. In 1995,
Arjo was acquired by Getinge which then expanded its product
offering to include patient lifts and hygiene systems. Arjo thus
became the foundation of Getinge's Extended Care business
area.

Further expansion

A number of corporate acquisitions were implemented 1n the
2000s to continue to strengthen the hygiene and patient han-
dling offering. For example, BHM Medical was acquired in 2004
which broadened Arjo’s range of patient {ifts. The significant
acquisition of Huntleigh Technology PLC took place in 2007
after which the ArjoHuntleigh brand was established. The first
ground-breaking product that Huntieigh launched was the Nim-
bus mattress system, which is still found in Arjo’s range. The
Huntleigh Group operated in the areas of special mattresses

for treating pressure ulcers, beds for intensive care, specialist

Acquisition of
Acare & TSS

Acquisition of Huntleigh
Technology PLC

care and nursing homes, products for preventing deep vein
thrombosis and equipment for fetal and vascular diagnostics.
Today, Arjo is a market-leading supplier of medical devices and
solutions that improve quality of life for people with reduced
mobility and age-related health challenges.

Arjo becomes an independent company and is
listed on Nasdaq Stockhelm
In 2016, Getinge's Board of Directors announced the intention
to split Getinge into two separate companies, Getinge and Arjo,
to provide the best conditions for further deveiopment and re-
alization of their respective potential. An extracrdinary general
meeting in Getinge on December 4, 2017 decided to distribute
all shares in Arjo to the Getinge sharehelders.

Since December 12, 2017, Arjo is listed on Nasdaq Stockholm
and a new exciting chapter begin in Arjo’s more than 60 years
of history.

Arjo is listed at
Nasdaq Stockholm

Acquisition of AccuMed
and 1st Call Mobility

Year Company Business Country Sales
2016 AccuMed Production facility for medical textiles Do SEK 100 M
2018 1st Call Mobility Ltd Medical device solutions for bariatric care GB SEK 100 M
2mz Acare Medical Science Ltd Medical beds CN SEK135 M
2012 Therapeutic Support Systems (T3S} Wound care Us SEK 1,600 M

ARJO ANNUAL REPORT 2017 7



Market overview

An attractive market with
stable, long-term growth

Arjo operates in a market driven by favorable growth factors. The market is
characterized by high entry barriers, with demands for safety, large investments
and in-depth local knowledge. Arjo is one of the foremost players in the market,
holding leading positions in several of the group’s product categories.

The global medical devices market amounted to approximately
SEK 3,145 billion in 2016. The market that Arjo addresses s
estimated to amount to approximately SEK 65 billion in 2017,
corresponding to about 2 percent of the global medical devices
market.

Of the market in which Arjo serves, North America (US and
Canada} accounts for 34% (approximately SEK 22 billion),
Western Europe 31 percent (approximately SEK 20 biilion) and
Rest of the World 35 percent (approximately SEK 23 billion).

Market players

The market is generally characterized by a high degree of
competition that varies somewhat between the submarkets. A
small number of large, global players, with a presence in many
geographies and in several product segments, dominate the
market, alongside a further number of local and regional players
with a more limited product offering.

The barriers to market entry are relatively high, such as strict
product safety requirements and a global network with a high
level of local knowledge. In recent years, a number of low-cost
competitors have appeared in the market with pricing a2s their
main competitive tool. However, there are few alternatives to
the high-quality products that we and our competitors offer.
Arjo is one of the foremost players in the market, holding lead-
ing positions in several of the group’s product categories.

There are many suppliers of raw materials and components
and most deliver relatively standardized products, which re-
stricts their negotiating position.

Customers

Arjo's products and solutions are sold mainly to the acute care
and long-term care customer segments. Customers are public
institutions and private healthcare providers in the partly
overlapping areas of acute care and long-term care. The cus-
tomer base is fragmented and varies broadly due to geography
and markets. The global healthcare industry has experienced
far-reaching changes since the financial crisis of 2009, one of
the consequences was market consolidation, resulting in fewer

-] ARJO ANNUAL REPORT 2017

yet larger companies, with relatively extensive decisiveness in
the value cham.

Purchasing is now increasingly centralized and conducted
higher in the decision-making hierarchy, meaning that central
purchasing departments now make purchases rather than
healthcare professionals,

Acute care

Suppliers of acute care are primarily hospitals that treat
patients with acute conditions. Acute care units make high
demands of delivery reliability and the technical features of
products. Most purchases take place through centralized
purchasing units or via organized groups of suppliers of acute
care, The product types provided by Arjo are considered to be
of relatively low complexity for acute care customers compared
with other types of equipment used at acute care umits. The
aftermarket for technical services is small in this customer
segment since acute care units largely have their own service
departments with medical engineers,

Long-term care

Providers of long-term care mainly comprise nursing homes
and home care, They offer care for patients who are in need of
rehabilitation or patients who are in need of care permanently
or over extended periods due to old age or chronic diseases, In
long-term care, different technical and aesthetic requirements
are made on products compared with acute care. One example
might be alternative product material, such as wood or plastic,
to create more pleasant and calm surroundings in dementia
care. Long-term care customers generally purchase lower
volumes and make greater use of external parties for technical
service and aftermarket services. In addition to institutional
care, home care is a growing sub-segment of long-term care.

Public institutions

Although there are certain national differences, the public
sector generally plays a key role in the healthcare system and
represents a significant portion of the market. Public autharities



can either provide acute care and long-term care themselves

or purchase care services from private companies, Purchases
by public institutions mainly take place on the basis of public

procurements.

Private healthcare providers

Private healthcare providers conduct proprietary operations
and make purchases themselves, The share of private health-
care providers differs between countries and care segments.
Although the share of private companies 1s rising in most of

the markets in which Arjo operates, the vast majority of the
potential customer base in, for example, Europe and Japan re-
mains public players, whereas the US has a more balanced ratio
between public and private healthcare providers.

Anticipated market growth

Global demand for medica! and healthcare is heavily influ-
enced by global megatrends, which are expected to contribute
to attractive, long-term growth, These trends comprise, for

%

average annual

market growth

example, demographic shifts including an aging poputation,

an increased incidence of lifestyle-related diseases such as
obesity, scientific advances in pharmaceuticals and medical
devices, and financial development in emerging markets, mean-
Ing that increasing numbers of countries can build up advanced
healthcare.

The growth in the markets where Arjo operates is closely
linked to the overall healthcare market and follows the same
growth curve. Arjo’s market 1s expected to grow an average of
4 percent over the five-year period 2017-2022. The Patient
Handling product category is expected to grow 6 percent in the
same period. Growth in the acute care customer segment is ex-
pected to be driven primarily by the economic development in
emerging markets, while growth in the long-term care segment
1s expected to be driven by significant investment to accommo-
date an aging population in the more developed countries.

Demand for complete solutions, including service and train-
ing, has risen in recent years and is expected to gain in impor-
tance in the future.

ARJO ANNUAL REPORT 2077 9



Business environment trends

Market dynamics and trends

Several megatrends affect the market conditions of the global healthcare
industry. An aging population, the increase in lifestyle-related diseases and

scientific advances in recent years are all trends that affect global demand
for our products and services. Arjo is working to tackle these important trends

in a long term sustainable manner.

Global trends

Demographic changes

The global trend of population growth
combined with longer life expectancy
means that the number of elderly people
will rise, The share of the population in
Europe aged 60 and above 1s expected to
increase from about 22 percent in 2010 to
about 34 percent by 2050. We can also
see a clear increase in lifestyle-related
diseases, such as obesity and various
types of cardiovascular diseases. In the
US, obesity-related diseases in adults
have increased from affecting 25 percent
of the entire population to 34 percent In
just 14 years.

A population that is living longer and
needs more and more care means that
the healthcare sector is under immense
financial pressure, This development en-
tails an increase in the demand for acute
and long-term care-related services and
products, Healthcare spending for this

age group is also increasing substantially.

To meet these demographic changes, the
focus of healtheare will mainly be con-
fined to three areas: clinical outcomes,
efficiency and cost savings.

Digitalization at all areas
Digital technology can be found today in
all areas of the healthcare industry and
is gaining in importance. Mobile use has
largely driven the digital trend of recent
years and Is being increasingly integrated
with, for example, home care, and as a
key tool in decision-making processes,
among other areas, Automation in the
healthcare sector is primarily being
achieved through the introduction of IT
systems for processors and functions.
Automation of the physical world,
meaning healthcare providers and
products, is expected to accelerate in
the future through, for example, robot
technology. With the Internet of Things
(IaT), products are connected in order
to collect data and improve diagnostics
and treatment in real-time. loT can also
be used to check equipment throughout
its ife cycle. Real-time location services
(RTLS) enable, for example, the loca-
tion of critical equipment in healthcare
environments and facilitate the taking of
inventories.

Age demographics per age group in Europe

1960

80+
70-79
60-69
50-59
40-49
30-39
20-2¢9
10-19
G-9
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2050E

Sustainability

In recent decades, attention has increas-
ingly been focused on such issues as
climate change, environmentai destruc-
tion and companies’ social responsibil-
ity. Assuming active responsibility for
contributing to sustainable development
is a prerequisite for a global product
company's business. Strategic sustaina-
bility efforts ensure long-term earnings
capacity and strengthen the company’s
competitiveness. This also has a positive
impact on the ability to attract and
retain both customers and employees.
These efforts may involve anything from
anti-cerruption and social responsibility
in locations where the company oper-
ates, to production, raw materials and
delivery. This alse involves responsibility
for the products' environmental impact
throughout their life cycle. To maintain
relevance in sustainable development,

a company's sustainable activities must
have a distinct connection to its busi-
ness operations and value-generating
processes.

* Men
Women

Source Eurostat



The transition from acute care to long-term care

Acute care

+)

Cost
per patient

$SS

Patignt
volume

Industry-specific trends

The transition from acute care to
long-term care
With a growing population and an in-
creased proportion of elderly people and
sick people, hospital will need to care
for more patients in the future. Further
demands will thus be placed on health-
care resources.

The average total cost of a bed In
a hospital 1s often significantly higher
compared with beds in long-term care
facilities. In hight of this, most suppliers
of acute care endeavor to shorten patient
care times to enhance the efficiency of
healthcare, reduce costs and aflocate
more resources to other value-creat-
ing activities. As a result, patients who
require care over a longer period are
increasingly being moved to long-term
care facilities and home care, where the
cost per day and patient is significantly
lower, Accordingly, there are good op-
portunities for Arjo to benefit from this
market trend and thereby increase its
market shares in the growing long-term
care market.

Care provider —@-.--.-

Long-term care

©

$$

Welfare trend in emerging markets
The economic performance of emerging
markets is enabling more countries to
develop advanced healthcare. Thereis

a distinct, positive correlation between
GDP per capita and the share of GDP
spent on healthcare. Greater prosperity
and a growing middle class have resulted
in the significant expansion of both
private and public healthcare. Products
with simpler functionaiity and a lower
price that accelerate the expansion of
healthcare are in demand predominate-
ly in public healthcare. However, the
purchasing power in these markets is
generally lower than in mature markets,
but is partly offset by the size and growth
of the market which 1s expected to un-
dergo strong increase as these countries’
ecenomies expand.

-l.- Nursing homes

Home care

Greater consolidation in healthcare
The healthcare industry has undergone
major changes in the past decade, partly
as aresult of increased consolidation.
The result has been fewer and larger
healthcare players, with purchasing in-
creasingly controlled by central purchas-
ing departments, rather than physicians
and healthcare professionals. In turn,
this is leading to greater price pressure
on suppliers and resulting difficulties

for smaller players in developing the ex-
pertise required to supply the extensive
portfolio of products and services that
are in demand. As healthcare providers
and thus end customers in the market
have increasingly mited budgets, suppli-
ers need to adjust their strategies to
capture market shares. Acquisitions and
consolidation have thus also gained in
importance for medical device compa-
nies in recent years, Successful consoli-
dation can generate comprehensive cost
and earnings synergies for major players.

ARJO ANNUAL REPORT 2017 1"



Vision and strategy

Vision

Qur vision is to be recognised globally as the most trusted part-
ner in enabling care and improving quality of life for people with
reduced mobility and age-refated health challenges.

To achieve this, we have defined a strategic intention; Arjo
aims to become market leader within long-term care while
maintaining the strong position in acute care. The ambiticn is
also to reach a position as preferred solutions provider,

Arjo 2020 business plan

A business plan entitled “Arjo 2020" has been developed based
on our strategic intent. Arjo 2020 comprises five overall focus
areas, all of which are described in detail below. The foundation
1s the focus on a sustainable and winning culture where business
and peopie grow together.

12 ARJO ANNUAL REPORT 2017

Arjo's five focus areas

@ Improve customer value

We ensure value creation for our customers by driving an
organization focused on the unique needs of customers in acute
care and long-term care. We endeavor to deliver improved
climical results and higher financial value by contributing to
more efficient care and reducing total care costs, The priorities
in this area include continuous innovation, product renewal and
development of the range of services offered. Arjo has clear
plans for the areas of research, development and marketing,
which 1s expected to lead to increased product renewal and rnew
innovations in the coming years.

The goal is to develop and offer complete solutions to help
customers face current and future demographic trends, stricter
regulatory requirements, enhance the quality of care and the
efficiency of patient flews and deliver greater patient safety.

In 2017, we signed a parthership with Sony Mobile regarding



Y

We will become the most trusted partner globally in

enabling care and improving quality of life for people with

reduced mobility and age-related health challenges

Five focus areas

1 improve customer

value

#

Grow our business and
people together

a new tracking solution, This is the first step in our journey to-
wards making digital sciutions help simplify the everyday lives
of our customers.

@ Strengthen commercial focus

One of the itiatives to intensify Arjo's commercial focus
includes increasing its market presence in both existing and
new markets. We currently hold a strong position in acute care
and also intend to expand our presence Ih long-term care, In
addition to an intensified focus on long-term care, Arjo’s aim is
to optimize Its product portfolio and safes process.

Several activities were launched in the US market during
the year, including investment in a dedicated sales team for
long-term care. Additionally, focused work was commenced
aimed at turning around the negative trend in rental op-
etations in the US, an area in which Arjo has experienced
challenges over a prelonged period. The activities generated

Strengthened
commercial focus

3 Increased operational
agility

A sustainable and
winning culture

results and in the finai two quarters of the year, there was a
positive break in trend, which saw growth for the rental opera-
tions in both the third and fourth quarters.

The establishment of proprietary sales organizaticns in, for
example, Japan, China and Latin America, also commenced
during the year, This work will continue during 2018 and 1s ex-
pected to be completed in the third quarter to provide a good
foundation for 2019.

© Increased operational agility
Arjo's target is to create an agile organization that can effec-
tively meet both customer needs and changes in the market.
We also work actively to ensure that we comply with existing
regulatory requirements and strive to deliver the highest possi-
ble level of product quality and safety.

During the year, we established a strong orgarmization with
clear mandates and areas of responsibility. To attain the speed

ARJO ANNUAL REPORT 2017 13




required for achieving success in our industry today, we have
created processes that enable swift decision-making close to
our customers.

We have organized the Group to optimize its development
resaurces based on closer and more flexible coltaboration be-
tween research and development, purchasing and production.
The new development function was implemented duting the
fourth quarter 2017 and has already started to generate certain
coordination benefits,

O Grow our business and people together

It 1s the employees at Arjo who create and develop the business,

Accordingly, Arjo has prepared a long-term plan that ensures
that the organization has the necessary leadership, expertise
and key skills to meet both current and future business needs.
This work involves succession planning, activities to promote
diversity and various training programs, Such activities are
necessary to ensure that Arjo can attract, recruit, develop and
retain employees with the necessary expertise and values who
can contribute to Arjo's continued development.

14 ARJO ANNUAL REFPORT 2017

During the year, Arjo established a strong orgarization
characterized by equality and diversity. Diversity work is driven
actively by the Arjo Management Team, which will continue
to pursue this work in its respective functions during 2018. In
addition we nitiated talent programs on both global and lacal
level during the year.

@ A sustainable and winning culture

The objective is to create a result-oriented organization based
on Arjo's core values of Passion, Collaboration, Openness,
Excellence and Ownership. The common factor uniting these
five core values is people’s equal value and the will to improve
the health and well-being of others. To bring about a winning
and sustainable corporate culture, Arjo promotes enthusiasm,
afocus on solutions that add value and generate areal positive
change for people, assuming ownership and making decisions,
and being a team player working toward attaining the Group’s
goals. Arjo also views equality as a key area to the Group's
success.



Financial targets from 2018

In 2017 three financial targets have been defined and communicated for Arjo. The
targets apply in the medium term starting in 2018. In determining the financial tar-
gets the board and management took into account factors such as growth in Arjo's
primary markets. Furthermore, growth is expected to be driven by strategic initia-
tives, for example, in the U.S. market and the intensified operational focus entailed by

Arjo becoming an independent company.

Sales growth
Average annual organic sales growth of
2-4 percent.

A prioritized area for Arjo1s to turn

around the development in recent years
and generate organic growth,

Dividend policy

Profitability growth
Average annual EBITDA growth of at
least 10 percent.

Being the measurement closest to cash
flow, EBITDA is considered a relevant
profitability target for Arjo, since the
business operating activities generate
strong cash flow.

Cash conversion
Cash conversion exceeding 70 percent.

The cash conversion target is set to en-
sure Arjo's focus on capital management,

The Board of Directors of Arjo has adopted a dividend policy entailing that future dividends will be adjusted in line with Arje’s profit ievel,
financial position and future development potential. The aim 1s for the dividend to correspond to 30-50 percent of net iIncome after tax.
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Qur offering

Strong position with broad

product portfolio

Today we are one of the leading global players in several of
our product segments. The strong market position is the result
of our extensive market presence, extensive range of products
and services, as well as high quality and product safety.

Arjo 1s one of the ieading global piayers in several of the product
segments in which we operate. Our offering includes products
and selutions for patient handling, hygiene, disinfection, medical
beds, pressure ulcer prevention, venous thromboembolism
(VTE) prevention and for diagnostics. In each of these areas, we
develop, manufacture, distribute and sell a wide range of prod-
ucts and solutions that contribute to improving clinical outcome
for patients and raising safety and productivity for healthcare
prafessionals. On top of that, we offer complementary services,
such as education and service of equipment. Our broad product
range alsp enables us to offer a series of product and solution
cembinations that further enhance value for customers,

Our customer-focused research and development process
helps allocate resources to develop solutions that contribute to
enhancing the efficiency of healthcare and solving the chal-
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lenges Arjo’s customers face. During 2017 Arjo’s research and
development costs amounted to SEK 204 M (201), correspond-
ing to 2,7 % (2,6) of net sales.

High quality and product safety

Product safety is the foundation for all companies operating in
the medical technology industry and a factor that permeates all
of Arjo's operations, We comply with all national and interna-
tional regulatory frameworks, rules and norms in the markets
in which we operate. To ensure high medical device quality,
Arjo has also set up a number of product quality and efficiency
parameters for its operations, which are continuously followed
up, evaluated and developed. Arjo also has licenses and certifi-
cations for production facilities according to the applicable and
regulatory framework in each country.



Products

Patient handling

Pressure Injury Prevention

Medical 7beds

VTE Prevention

Hygiene

Diagnostics

Disinfection

Service

Description

Arjo has a broad range of hfting and
transferring solutions that meet the care
receiver's specific needs while ensuring o
safe, comfortable and dignified transfer.
These include, for exomple, ceiling lifts,
standing and raising aids and shngs

Arjo hos a comprehensive range of advanced
mattress systems for prevention of pressure
uleers. The range includes, for example, mat-
tress replacement systems with alternating
pressure redistribution and special solutions
for bariatric patients.

Arjo offers a broad range of medical beds
that ensure good ergonomics, comfort,
safety and ease of use. Arjo's medical beds
have technical performance adapted for a
number of different purposes.

Arja has a comprehensive range of com-
pression therapy preducts for the safe and
efficient prevention of deep vein thrombo-
sis (DVT) and treating edema, Purmps and
garments are examples of products.

Arjo’'s range of shower and bathing prod-
ucts facilitate safe and efficient hygiene
procedures and relaxing bathing experi-
ences for care receivers. Bathing systems
and shower equipment are examples of
products.

Arjo's Diagnostics product segment includes
Doppler egquipment for obstetric and
cardiac diagnostics.

Arjo's disinfection range includes high-qual-
ity flusher-disinfectors and the associated
chemicals for safe ¢leaning and disinfection.

Arjo also provides diverse services and
solutions, such as technical service for prod-
ucts, purchasing consulting, infermation and
training.

Competition

Hill-Rom,
Guldmann and
HandiCare

Hill-Rem,
InvaCare and
Stryker

Hill-Rom,
Stryker, Linet
and Paramount
Beds

Cardinal and
CTC Pirus

Penner, Beka,
Lopital and OG
Wellness

General Electric
and Philips

Meiko, Steelco
and Discher

Percentage of
total sales (%)

23

19

18

10

17
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How we create value

Fewer injuries in healthcare

by customized solutions

Thanks to Arjo’'s customized Diligent Consulting program,
work-related injuries have declined by more than 90 percent at
Adventist Health Sonora' hospital in California.

Most staff injuries in the healthcare industry occur when
patients are being moved within a unit. The Adventist Health
Sonora hospital in Califernia experienced 22 patient-han-
dling injuries among 1,600 employees in 2013, These injuries
resulted in costs of several hundred thousand US dollars in
compensation and lost time on the job, so a decision was made
to address the problem using external help.

In 2014, after carefully researching suppliers, the hospital
selacted Arjo’s Diligent™ Consulting, largely due to its broad
range of solutions and proven results. Arjo offered the most
comprehensive solution with a guaranteed 60-percent reduction
in injuries during the three-year contract,

Tailored solution
The program was fully tailored to Adventist Health Sonora’s goal
of decreasing staff injuries, facilitating early mobility in patients
and improving patient outcomes,

In addition to patient handling equipment that 1s adapted
to care needs, the program alsc included training, three years
of support and clinical consulting services. The training was
conducted with the help of Arjo’s clinical experts, and included
hands-on practice of how best to handle potential scenarios that
could arise in care situations. During the initial training period,
48 local coaches and almost 250 general staff, whereof nine
rehab staff and six clinical managers were trained. With the
proper tools, training and strategies, the staff was given helpin
safely transferring and assisting patients without risky manual
lifting. Every month, Arjo made follow-up site visits to review
and improve working processes as well as to support the team
with coaching and training.

Arjo’s Diligent program is an injury-prevention pro-
gram for healthcare facilities. It is headed by g ¢hnical
consulting team that guides and trains mancgement
and staff in safe patient handling at an early stage of
the care process. Arjo's customized Diligent program
creates a sustainable cultural change that results in
fewer injuries to patients and staff, contributes to
eliminating care-related conditions ond reduces care
times. The Diligent program is besed on five core
components:

+ Assessment

* Process mapping

* Products

* Training and consulting

+ Guaronteed result
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90%

fewer
work-related
injuries

Thanks to thorough training and strong leadership, the
program became a major success at Adventist Health Sonora. In
the first year following the program’s introduction, there were
four injuries, which was an 82% reduction compared with the
preceding year. In 2016 and 2017, the injury rate declined by
more than 90% compared with 2014,

Meaningful benefits

In addition to menetary savings and reduced injuries, the
program also resulted in lower staff turnover and increased em-
ployee satisfaction, At the same time, patients have benefited
from the decrease in the risk of falls and increasing mobility.

"Patients have a device to provide secure assistance, pro-
viding them a safer means to progress through their care. The
equipment also allows more privacy and independence, which
contributes to their motivation and healing,” says Kelly Johnson,
Employee Health Nurse at Adventist Health Soncra.

Due to the successful results, Adventist Health Sonora ex-
tended its three-year support contract with Arjo. They have also
continued to erder more equipment and the program is very
popular among the staff.

Christopher Ryan, VP Marketing North America at Arjo, fore-
sees great opportunities for Arjo's Diligent™ Consulting Solution.
"Our Diligent program enables us to deliver added value to
our customers by customized solutions and guaranteed results.

This program provides us with an advantage over competitors,
and ultimately allows us to deliver better outcomes for our part-
ner facilities.”

"I never imagined it would work as
well as it did, but | knew that it could
decrease staff's potential for injury
and reduce our injury rate, which
ultimately saves us money.”

Kathy Murray, Director,
Risk Management/Occupationai Health
at Adventist Health Sonora

1} Adventist Health Sonora has more than 1,600 employees at sorne 30 clirics and
sees more than 33,000 patients annually at the emergency department alene



How we create value

Where is the
patient lift?

Unique tracking solution that facilitates the
localization of important equipment within

healthcare.

According to a Nursing Times survey, more than one third of all
nurses spend at least an hour during an average hospital shift
searching for critical iterns or equipment. Obviously, that is time
that could be put to better use in the healthcare system, where
time and resources are at a premium nowadays.

In collaboration with Sony Mabile Communications, Arjo
has addressed the problem and 1s launching a service in 2018
to improve healthcare efficiency. Using a Real-Time Location
System (RTLS), healthcare facility assets can be quickly located
via a mobile phone or desktop computer.

The solution is web-based and requires no installations or
updates to the customer’s IT system or hardware, giving it a low
implementation threshold.

A research project on the use of tracking solutions was
recently completed at one of Sweden's largest university hospi-
tals, The result showed a 63% decrease in time spent searching
far equipment,

There are multiple advantages to this sclution, apart from
the obvious one of being able to find equipment more quickly
when it is needed. [tems that have disappeared to other wards
can be easiy returned, The service also tracks where the
equipment has been and how 1t got there. This makes it easy to
analyze the equipment’s degree of use, which may contribute

63%

less time spent

on searching for

equipment

to better purchasing control. It is also possible to check that
equipment s stored as close as possible to the place it is most
used in order to provide efficiency of deployment time.

Functions on several types of equipment

Arjo and Sony Mobile's solution does not only encompass
Arjo's products. The sclution can be applied to all equipment
that needs to be available in a care facility, Electronic tags in
the form of conveniently designed small discs can be placed
discreetly on the specific equipment. The product's life spanis
very good, with a battery time of up to three years,

Digital solutions that simplify the customer's
everyday life

Digital development is a key factor to make today's healtheare
both safer and more efficient. Arjo's new tracking solution

is just the first step in the way we can adapt our offering to
simphfy our customers' everyday life using digital solutions.
By contributing to improved workflows, clinical outcomes and
thus the care providers’ safety can, in turn, be enhanced. Arjo,
together with Sony Mobile, will start to implement this new
tracking solution at hospitals in the US and the UK during the
first half of 2018.
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Trusted healthcare partner
with experience and long
customer relationships

Since its foundation in 1957, Arje has evolved inte a leading player
i the global market, with extensive expertise in how to care for
and improve guality of life for people with reduced mobility anc
age-refated health challenges.




As quality requirements rise in the healthcare sector, increas-
ingly strict demands are also being placed on today's health-
care suppliers. We have provided the market with high-quality
products for more than 60 years and today, Arjo 1s a recognized
partner in the healthcare sector that facilitates first-rate, safe
care and good work conditions throughout the continuum of
care. With an established brand and extensive market know-
how, Arjo has strengthened its product portfolic through both
product development and supplementary acquisitions.

Beneficial to all

We offer products and solutions that free up limited resources
to provide additional care capacity. Through value-generat-
ing activities, our offering contributes to improved care and
reduced overall costs, regardless of whether a public facility or
a private player is involved.

Healthcare providers meet both emotional and practical
patient needs and thus value high-quality and safe products
that are ergonomic and easy to use and maintain. Arjo con-
tributes to securing a safe work environment for healthcare
providers, at the same time as they can provide goed service
to patients.

The patient, in turn, expects the highest quality and safety,
as well as dignified and efficient care which contributes to
their health and wellbeing. Arjo offers products that improve
care results and facilitate an enhanced care experience for the
care receivers and their relatives.

Arjo's value chain

The care chain for the market in which we find ourselves can be
divided into a number of steps, from component manufacturing,
assembly and manufacturing of finished products to marketing,
sales and distribution to customers. Arjo is positioned in the
middie of the value chain, where research and development are
core aspects of all operational steps. With focus on efficiency
enhancement and optimization of manufacturing capacity, dis-
tribution and sales structure, Arjo has created a strong position
in the value chamn.

Scalable business platform
Our efficient operations are largely based on econemies of
scale. Inrecent years, we have im-
plemented many efficiency meas-
ures to maximize economies
of scale in the company, for
example, consolidating
production facilities
and establishing R&D
centers. These initi-
atives entall a more
focused operation and
efficient utilization of
the cost base, at the

The absolute
majority of Arjo's
products are developed
and manufactured under

our own management

We have six
competitive production

facilities throughout the
world, with current
possibilities to
scale-up production

same time as we enable

a scale-up of production
without investing in new fa-
cilities. in turn, this generates
advantages in relation to our
competitors.

Proprietary research, production and distribution
The absolute majority of Arjo’s products are developed and
manufactured under our own management, and today, we have
six competitive production facilities throughout the world.

Aro's largest production facility is located in Poznan, Po-
land. Products in the Patient Handling, Hygiene, Disinfection,
VTE prevention and Medical Beds categories are primarily
manufactured here. Arjo's second largest production facility
ts found in the Dominican Republic, and manufactures slings
for {ifting and transferring patients. Arjo's facility in Magog,
Canada, maindy manufactures patient handling products.

In Cardiff, Wales, we manufacture assembly and Doppler
equipment for obstetric and cardiac diagnostics. There are
two facilities in China: Zhuha, which mainly produces hospital
beds for the so-called value segment, and Suzhou, where we
manufacture products for the treatment of pressure ulcers
and the prevention of deep-vein thrombosis (DVT).

Qur production facilities are supported by their own ware-
houses and distribution centers to be able to offer short lead
times to our customers. Arjo's two main distribution centers
are situated in Eersel, the Netherlands and Chicago, in the US.

Strategic product development

Innovation and product development has been key in contribut-
ing to Arjo's historical success. Over the years, Arjo has estab-
lished several innovative products in the market, for instance,
the Carendo shower chair, the Alenti hygiene lift and the Sara
Stedy standing and raising aid. Arjo will continue to investin
research and development to further improve existing products
and expand its product portfolio.

Customer-focused complete solutions

Arjo is one of the global market leaders in many of the product
categories in which we operate. Our strong market positions
are the result of solid market knowledge and a strong brand, but
also a cost-efficient operations focused on product develep-
ment and differentiation, an extensive range of products and
services, strategic acquisitions and extensive market presence.
QOur business model includes the sales and rental of capital
goods, sales of consumables and related services. In recent
years, we have strived towards becoming a more customer-ori-
ented organization that provides complete solutions for specific
customer requirements.

A global sales chain

Good health and healthcare are basic human needs and
demand for medical devices and solutions is high across the
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world. Arjo's geographical
markets are largely isolat-
ed care systems with vari-
ous regulatory structures
and, to a certain extent,
differant sales and dis-
tribution processes. Cur
sales are mainly directly to
the end customer through
our globally established sales
platform. In the markets where
we have chosen not to have our own
direct representation, sales are managed by external distrib-
utors. Today, Arjo conducts business activities in more than
60 countries and has locally established sales companies in
half of these. We can ensure that customer requirements are
identified and satisfied professionally through our sales force
of slightly more than 1,000, supported by an extensive service
team,

Arjo has a large
installed product base

with customers, providing
favorable conditions for
significant additional
sales

Local presence for deep customer relationships

A local presence allows strong customer relationships to be
developed, which is considered decisive for becoming a leading
partner in each market. We have extensive knowledge of our
markets' various conditions and care systems and, for many
years, we have established deep customer relationships with

a large number of customers. Arjo has a large, diversified and
recurring custemer base, which permits sound revenue visibihty
and low operating risk.

"A strong local presence
allows deep customer

relationships to be developed.
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A large installed product base that generates
additional sales

For our customers, purchases of capital goods often involve a
range of selection criteria and purchasing processes are gen-
erally more extensive than recurring sales of consumables and
rental. However, the recurring revenues from consumables and
service follow essentially the same life cycle as capital goods, A
large and diversified customer base over many years also means
that Arjo has a large base of products installed with customers,
providing favorable conditions for significant additional sales.
Aftermarket services such as service and disposables generally
have higher margins.

In 2017, sales of capital goods comprised 40% of net sales,
while the remaining 60% comprised recurring sales of con-
sumables, rental and service. The company’s aim is to secure a
higher share of revenue from recurring sales in future.

Favorable conditions for continued grawth

Our goal is to expand in the fast-growing long-term care seg-
ment with our existing product portfolio, which will contribute to
continued growth, We also assess that we have the capacity to
produce larger volumes than we do today and can thus capital-
ize on growth opportunities in the market.

Since Arjo controls large sections of the value chain - from
research and development to sales - the company is deemed to
have the ability to adapt and meet the customer demands that
arise in an increasingly dynamic market.

- N .
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Quality as a business foundation

In the medical device industry, high demands are placed
oh guality, compliance and product safety, An efficient and
weli-functioning qualty work is the basis for Arjo's business.

Arjo devotes significant efforts and resources to implement-
ing and applying policies, drectives and guidelines to ensure
compliance with the relevant regulations, Annual audits are
performed by designated accreditation bodies te ensure com-
pliance for continued CE marking of Arjo’s products. Authorities
such as the FDA also conduct regular inspections of Ario’s
production units to ensure regulatory compliance.

Arjo has a Group-wide Quality & Regulatory Compliance func-
tion and we have set up a number of product quality and efficien-
cy parameters to measure and ensure high quality. We also follow
indicators related to product safety, Arjo strives to continuously
improve Internal processes and routines to ensure compliance
and to maintain a top-class quality management system.

With the help of an independent third party, we proactively
conduct internal audits at ali production units to identify any
areas of improvement and to ensure that the company complies
with applicable requirements and regulations. In the past eight
years, Arjo has had ten FDA inspections globally and only once

has the FOA made an observation that required action by Arjo.
None of Arjo's production units are covered by the voluntary
Consent Decree between Getinge and the FDA.

New EU regulations for medical device equipment
In May 2017, new regulations were introduced for medical
devices in the EU, which apply in 2020 to all players operating
within medical devices in the EU. The new EU Medical Device
Regulation, MDR, entail that more comprehensive information is
required also for products of a lower classification, and for Arjo,
this means that medical device classification must be imple-
mented for all of our CE-marked products in accordance with the
new classification rules. In addition, a number of updates to doc-
umentation and product marking are required. Arjo launched an
extensive effort to implement the new requirements and adapt
its business to the new regulations in 2017 and also commenced
training measures for employees from a number of functions
affected. We consider being well prepared for the new regula-
tions an important competitive advantage and there 1s a genuine
and extensive work behind our ambition to be at the forefront
regarding regulatory requirements and reguiations.
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Sustainability

Global responsibility for
sustainable development

Active sustainability efforts are a precondition for our future operations and
are to be integrated in all aspects of our day-to-day operations. Structured
sustainability efforts allow us to ensure the Group's long-term earnings
capacity and strengthen competitiveness. These activities also have a
favorable impact on the company's ability to attract and retain employees,
customers, business partners and investors.

At Arpo, we are convinced that structured sustainability efforts
ensures both the long-term earnings capacity and enhances
competitiveness, The Group’s financial results and stability
naturally play an important role for shareholders, employees
and business partners. A good balance between bullding up a
financially profitable company and assuming responsibility for
soclal, ethical and environmental 15sues is crucial to achiev-
ing long-term success. Clearly formulated social, ethical and
environmental principles and structured sustainability efforts
mean that we can ensure that we strike this balance.

24 ARJO ANNUAL REPCRT 2017

Qur sustainability efforts

Arjo has a global presence, conducting operations in many
countries, Some of them do not have strong national laws and
standards in such areas as human rights, safety and discrim-
ination, For this reason, we have prepared a Code of Conduct
and an anti-corruption policy that all of the Group's employees
and supphers must feilow.

Our impact on the environment mainly takes the form of
emissions to water and air, various types of energy consump-
tion and waste. We continucusly monitor and make changes to,
for example, production and business control in order to meet
society’s requirements on our operations.



However, sustainability is not only a matter of requirements
but also opportunities. Actively pursuing sustainability issues
presents many opportunities for generating value and im-
proving profitability, For example, through improved rescurce
efficiency and lower costs for raw materials, energy and
transportation.

We also believe that extansive sustainability efforts have
a positive impact on our ability to attract and retain both
customers and employees, which is crucial for Arjo’s continued
development. Sustainability thus permeates all of our strategic
plans to create a culture in which all stakeholders can be proud
of their relationship with us,

New sustainability priorities 2018

Arjo's sustainability work is based on the UN Agenda 2030
for sustainable development and prioritizes to the goals where
we see the greatest possibility of makin a difference. In the
second quarter of 2018, we will conduct a materiality analysis
aimed at identifying what is important to Arjo in our endeav-
or to maximize our contribution to sustainable development.
We are applying a structured process to conduct the analysis
together with internal and external stakeholders throughout the
value chain to identify the issues to be prioritized 1n our future
sustainability activities.
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Business ethics and socral responsibility

A reliable partner

on all levels

High business ethics and well-defined principles are fundamental
for us to establish long-term sustainable business relationships
and be a credible partner to all of cur stakeholders.

Over the past 60 years, Arjo has made a long journey and
evolved from a small, local manufacturing company to become
a global group with business activities on four continents and
customers around the world, With this comes a great responsi-
bility for sustainable and ethical conduct in all areas.

We follow applicable national and international laws and
regulations where we operate. However, certain countries
and regions lack strong national laws and standards in human
rights, work environment, health, safety, discrimination and
ethics as well as fundamental principles of business law. Cer-
tain areas also have a higher risk of corruption and unethical
conduct among suppliers and other players.

Ethics

Through our operations, we impact the communities in the are-
as in which we conduct business activities. A fundamental pre-
condition for us to operate based on long-term profitability and
a sustainable approach is that we always conduct business in
an ethical and morally justifiable manner. We have established
a foundatron of business ethics comprising the areas of health,
safety, ethics and anti-discrimination. To ensure this standard
of business ethics, Arjo has, for example, implemented a Code
of Conduct and an anti-corruption policy that applies to all Arjo
employees and subsuppliers. In this way, we can establish a
strong and trusted brand with high potential for future business
presence.

Code of Conduct

Arjo’s Code of Conduct describes fundamental principies that
are to be observed by all employees to ensure that the business
is operated ethically and sustainably. Arjo’s Code of Conduct,
which also reflects core values that define Arjo's corporate
culture, are based on a series of International principles, such as
the UN Global Compact intiative, the UN Universal Declaration
of Human Rights and the QECD's guidelines for multinational
companies, The Code of Conduct is complemented with local
policies and to some extent more extensive efforts in high-risk
countries with weak national legisiation.
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Adapted Supplier Code of Conduct

In order to protect Arja’s strong brand, it is important that our
subsuppliers conduct their operations in aceordance with our
ethical, social and environmental standards. To ensure sus-
tainable business throughout Arjo’s value chain, we have also
established a Code of Conduct for our suppliers and business
partners. This Supplier Code of Conduct is structured according
to the UN Global Compact initiative's four focus areas' human
rights, labor laws, the environment and anti-corruption. The
Code of Conduct hists a number of minimum requirements in
each focus area, in addition to other laws and regulations, that
each supplier and third-party agent must follow in order to
maintain a business relationship with Arjo.

Fraom 2018 and onwards, we will review our main suppliers
and business partners to ensure that the requirements in the
Code are upheld. if the requirements are not met, and if the
supplier or business partner in question does not take adequate
action to meet the requirements, the Group 15 entitled to cancel
the contract and terminate all business connections. The Code
of Conduct is reviewed annually and any updates and adjust-
ments are made as required.

Anti-corruption policy and whistleblowing
Arjo has zero tolerance for all types of fraud, bribery or other
types of action that create improper benefits and contravene
Arjo's policy, local laws and regulatiens, industry standards and
ethics codes in the countries where the Group operates.

Our anti-corruption policy was prepared with the aim
of combating corruption and both employees and business
partners are expected to follow it. The policy includes rules and
principles regarding gifts, business entertainment, remunera-
tion and personal benefits. In connection with the anti-corrup-
tion policy, there is also a whistleblowing directive with detailed
instructions on how employees should act in situations where
there Is evidence or suspicion of corruption or other ethically
unacceptable actions.



it

ag

T




Social responsibility

We strive to contribute to the
communities in which we operate

Cur sustainability work is based on the UN 2030 Sustainable Development
Agenda, and our ambition is to assume our corporate social responsibility and
contribute to the local communities in which we operate. We also support
employees who are interested in working with various forms of volunteering.

As stated above, 1n 2018, Arjo will carry out a materiality
analysis to define which of the UN's goals we will focus onin
the future. However, Arjo is currently taking corporate socral
responsibility in several of the countries where we are repre-
sented, Arjo strives to contribute to peoples’ well-being, human
rights and to initiatives supporting education and learning.

For this reason, we have chosen to collaborate with two or-
ganizations, Pratham and Together for Better, to help under-
privileged children to learn to read and write. In addition, Arjo
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supports employees who are interested in working volunteering
within Arjo's business areas around the world.

Cooperation for underprivileged children's right
to education

Learning to read and write is a cornerstone for overcoming
poverty. Arjo contributes to the Swedish organization Together
for Better's work on children’s right to education. The organiza-
tion operates in the Dominican Republic, the location of one of



Arjo’s largest production units. Together for Better's activities
airn to create better conditions for schools and social entre-
preneurs who run the schoaols, for example, by building class
rooms, schools, and playgrounds, and providing the schools
with educational materiais. Today, Together for Better provides
around 300 children with educational materials for the whole
school year. The organization also offers ongoing supportto a
school for about 80 children in poverty by donating money to
running costs and supporting children who are from particularly
ditficult conditions. In total, Together for Better's efforts have
50 far reached about 800 children in poverty.

"Every child in school - and learning well”

Arjo also participates in the Swedish Industry for Quality
Education in India, a three-year school project in India run by
the non-profit arganization Pratham. Pratham i1s one of India's
leading charities in children's education and seeks to achieve a
widespread improvement in children’s knowledge levels in India
according to the "Every Child in School - and Learning Well”

"We assume social
responsibility in
several of the
countries where

we are represented”

rule. The purpose of the three-year school project that Arjo
supports is to provide education for 30,000 children with clear-
ly measurable results. To date, Pratham has made 1t possible for
neatly 34 million children in India to participate in the organiza-
tion's education program.

Fair terms and protection

QOur commitment to fair terms and conditions is established
inthe Code of Conduct and states that the Group will work to
protect international human rights. The Code of Conduct also
includes a strict ban on all forms of forced labor and child labor,
Arjo's Code of Conduct also prohibits all forms of harassment
and discrimination on grounds of, for example, race, gender,
religion, marital status and ethnic background. Arjo supports
freedom of expression, free movement and freedom of religion
within the framework of applicable legislation, and the Group
does not tolerate infringements of human rights.
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Environment

Systematic environmental
efforts based on the business

Sustainability efforts have a distinct connection to the business operations
and the value-generating processes. Arjo has high ambitions for its envi-
ronmental work and we are firmly resolved to reduce our environmental
footprint and contribute to sustainable development.

Arjo's environmental impact mainly comprises emissions to
water and air, waste created during production and distribution
and the impact from energy consumption. Using a systematic
work approach, we can adjust the efficiency of our operations,
thereby contributing to a better environmental feotprint, while
at the same time generating cost-savings across cur entire
supply chain.

Initiatives to reduce Arjo's environmental impact are partly
a result of the national and international regulations that Arjo
must comply with and efforts to fullfill our own internal objec-
tives and comply with our own policies.

Envircnmental management system to ensure
compliance

To ensure that production 1s conducted in accordance with
legislation and international rules, the Group has introduced
environmental-management systems at its production facifi-
ties, which are certified according to the international standard
15014001, The implemented management system provides
solid conditions for structured and proactive environmental
work. The management system also includes regular updates to
the environmental impact of the facilities.

Measures taken during the year

To reduce our climate impact, we have mainly focused on
various types of energy-efficiency enhancements and further
improvements to our waste management. Over the years, a
number of measures have been implemented to reduce energy
consumpticn for heating and lighting, for example, by select-
Ing electricity providers with a favorable production mix. In
waste and recycling, measures are carried out to reduce the
amount of hazardous waste, increase recycling and optimize
the use of raw materials in production.

Environmental reporting

Quarterly environmental reporting from the Group's production
facibties has taken place for a number of years, which offers
favorable conditions for follow-up. This includes the reporting
of energy consumption, waste and recycling, and emissions.
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Emissions from own vehicles are reported through leasing
companies and a reporting system for emissions from freight
transportation is being set up.

Arjo's environmental goals
We work continucusly to enhance the efficiency of our energy
consumption in the production process and thereby
reduce our chmate impact. Energy consumption in production
increased during the year by approximately 9% from 4,56
MWh to 4,98 MWh/per SEK M and alse CO; emissions from
production increased from about 1.93 tons to about 2.65 ton/
per SEK M. The increase in energy use and CQO; emissions is
mainly attributable to the Group's preduction unit in the Do-
minican Republic which was acquired in 2016 and consequently
1s included in the reporting for the first time in 2017. A higher
production rate in 2017 also contributed to the higher energy
consumption, In order to better reflect the energy consumeption
in the production in the future, we will measure energy con-
sumption in production by MWh/production hours from 2018.
Recycling of non-hazardous waste increased during the
year from 72% to 77%, as an effect of, for instance, measures
for increased separation of scraped material in production
and efforts to make recycling easier, We are also looking into
solutions for recycling of our products, and in the US we have
a partnership with a company specialized in environmentally
friendiy processes for recycling and reuse of products. This
cooperation enables care units to reuse certain medical devices
up to ten times, which otherwise could only be used once. The
purpose Is to help our customers to reduce their waste and
lower associated costs,
The Group will review and communicate updated environ-
mental goals 1n 2018.



Environmental goals

Energy and climate

* Reduce CO; emissions from production by 5% by 2018, with 2015 as the base year.

* Reduce energy consumption in production by 10% by 2018, with 2015 as the base year.

* Reduce CQ, emissions from company vehicles by 10% by 2020, with 2016 as the base year,

Waste

* Reduce the amount of hazardous waste in production by 10% by 2018, with 2015 as the base year.

+ All non-hazardous waste from production is to be recycled,

Total production-related Total production energy use

CO; emissions Energy consumptian in production, M¥Wh per SEK M

Direct and indirect emissions, tons per SEK M of internal sales

of internal sales
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Employees

A sustainable and winning
culture with strong values

Shared values and a new organization form the basis for Arjo's
continued development in the years ahead.




Following the spin-off from Getinge, many exciting challenges
and major opportunities await Arjo, not least in relation to
building a streng and value-guided company based on Arjo's
five core values, To ensure competitiveness and that Arjo

is seen as an attractive employer, long-term HR efforts are
cenducted to support our strategic goals, based on the premise
that the business and people should grow together.

At year-end 2017, Arjo had 5,983 full-time employees. Most
of the Group's employees work in the US and the UK, which are
Arjo's two largest markets in terms of sales, as well as Poland
and the Dominican Repubtlic, where the two largest production
facilities are located. For detailed information about average
number of employees per country, see Note 5 on page 64.

It is the employees of Arjo who generate and develop the busi-
ness and, accordingly, Aric has prepared a long-term HR agenda
that ensures that the organization has the necessary leadership,
axpertise and key skills to meet current and future business
eeds. This work involves succession planning, activities to pro-
e diversity and various training programs. Such activities are
ssary to ensure that Arjo can attract, recruit, develop and

emplnyees with the necessary expertise and vaives who
aritribute to Arjo's continued development,

ual opportunities and diversity
ur basic view is that long-term competitiveness can only be
"achieved if the workplace is characterized by equality, equal op-
portunities and diversity. This entails, for example, that alt em-
ployees have the sime w&gv opportunities and receive equal
pay for equal war ing iAo consideration localconditions.
Diversity is baconsin cl’ﬁls)ngly impertantto ﬂcbieve suc-
cess in a global w@’ i cugim:rs réprasent di-
versified groups. 14 ;
a factor that mus
percentages of
were 40% and;
Arjo’s manag
Diversity:
Diversity Pol
will presen

5

Diversity is

becoming increasingly
important to achieve

success

balanced gender distribution in their respective management
teams. Another goal is diversity in our talent programs and
among final candidates in both internal and external recruit-
ment processes for executive and key positions. We have a
long-term view of recruiting our employees, for example, we
endeavor to make it easier for our employees to combine their
careers and family.

By 2017, the percentage of women and men was 37% and
63%, respectively, throughout the Group. Among the Group's
managers, the percentage of women and men was 31% and
69%, respectively.

Health and safety
Employee heaith and safety is of the highest priority, and a safe
and secure work environment is crucial to operations.

The work on health and safety matters is based on national
legislation, international regulations and our own requirements
and policies. Arjo strives to offer a safe and healthy work envi-
ronment for its employees worldwide and conducts a continu-
ous, long-term health and safety effort at all faciiities.

Sickness absence in 2017 totaled 3.2% for the Group as a
whole, a decrease from 2016 when the corresponding figure
was 3.5%. During the year, Arjo mplemented a series of meas-
ures to reduce sickness absense, which gave results. The num-
ber of accidents per hundred employees increased during the
year and amounted to 1.3, No serious accidents were reported
in 2017, The increase is mainly attributable to the production
unit in the Dominican Republic, which had a high production
rate during the year, and where new equipment and a higher
proportion of new employees led to the increase in accidents.
Increased training efforts and new safety precautions for
sewing machines have been intraduced to reduce the number of
accidents at the production unit,
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Our cultural core values

A winning and sustainable

corporate culture

Ario's objective is to create a result-ori-
ented organization based on the compa-
ny's core values of Passion, Collaboration,
Openness, Excellence and Ownership.

The common factor uniting these
five core values is people’s equal value
and the will to improve the healith and
well-being of others.

To bring about a winning and sustain-
able corporate culture, Arjo promotes
behavior that demonstrate enthusiasm,
focus on solytions that add value and
generate areal positive change for
people, assume ownership and make
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decisions, and promote being a team
player working toward attaining the
Group's goals.

To support this, Arjo works with clear
management by objectives. Processes
and tools that support this work are
available to managers and employees.
To assess the desired effect of these
efforts, we measure the strengths and
development areas of the organiza-
tion by carrying out annual employee
engagement surveys. The results of the
surveys provide important and govern-
ing data far prioritizing Arjo’s future
strategic development initiatives.

3.2%

sickness absense




Age structure, number Sickness absense, % Employees per geographic area
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Auditor’s report on the statutory
sustainability report

To the general meeting of the shareholders in Arjo AB {publ),
corporate identity number 559092-8064

Engogement and responsibility statutory sustainability report. This means that our examination
It is the board of directors who is responsible for the statutory of the statutery sustainability report 1s substantially different
sustainability report for the year 2017 on pages 24-35 and that and less in scope than an audit conducted in accordance with

it has been prepared in accordance with the Annual Accounts International Standards on Auditing and generally accepted
Act. auditing standards in Sweden. We believe that the examination

has provided us with sufficient basis for our opinion.

The scope of the audit
Qur examination has been conducted in accordance with FAR's Opinion
auditing standard RevR 12 The auditor's opinion regarding the A statutory sustainability report has been prepared.

Malmo, 29 March 2018

Chrlings PricewaterhouseCoopers AB

Magnus Willfors Cecilia Andrén Dorselius
Authorized Public Accountant, Auditor n Charge Authorized Public Accountant, Auditor in Charge
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THE SHARE

The Arjo share

Arjo's series B share was listed on Nasdag Stockholm AB on December 12,
2017 and is included in the Nasdaq Nordic Large Cap segment. The total
amount of shares in Arjo is 272,369,573, whereof 18,217,200 shares of series
A and 254,152,373 shares of series B. On December 31, 2017, the number of

shareholders amounted to 39,734,

Share trend and liquidity

At year-end, the Arjo share was listed at SEK 23,53, which was a
decrease of approximately 5 % since the stock exchange listing.
The highest price paid in 2017 was SEK 26.47 on December 12
and the lowest was SEK 22.59 on Decernber 19, At year-end, the
market capitalization amounted to SEK 6.4 billign, compared
with SEK 6.7 billion at the date of listing. The turnover of shares
during the year totaled 1,798 million.

Share capital and ownership structure

At year-end 2017, share capital in Arjo totaled SEK 0,789,858,
distributed among 272,369,573 shares. All shares have equal
rights to dividends. All shares carry the same dividend entitle-
ment. One Class A share carries ten votes and one Class B share
carries one vote, The main owner is Car! Bennet AB who, at the
end of 2017, held 20.0 percent of the capital and 50.1 percent
of the votes. Since year-end 2017, Carl Bennet has increased

his ownership in Arjo and by the date of the publication of the
Annual Report, Carl Bennet held 25.0 percent of the capital and
53,2 percent of the votes in Arjo.

Dividend policy

The Arjo Board has adopted a dividend policy entatling that
future dividends will be adjusted in line with Arjo’s profit level,
financial position and future development potential. The aim is
for the dividend to correspond te 30-50% of net income after
tax.

Shareholder Information

Financial information about Arjo is available on the website,
www.arjo.com. Questions can also be addressed directly to
Arjo’s Investor Relations department. Annual reports, interim
reports and other information from Arjo's head office can be
requested via telephone, website or e-mail.

Analysts that monitor Arjo
Carnegie, Danske Bank, Handelsbanken, J.P. Morgan, Nordea,
Pareto and SEB Enskilda.
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Share capital distribution

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

Share data

Result per share after tax 0.43 n/a
Market price at December 31 23.4 n/a
Cash flow 572 219
Dividend 0.5" n/a
Dividend yield, % 21 n/a
Price/earnings ratio 54.4 n/a
Shareholders' aquity 5074 10,658
Average number of shares {muflion) 272 4 n/a
Nurnber of shares, December 31, (million) 272.4 n/a

1) Dvidend proposed by the Board of Directors

Arjo's major shareholders at December 312017

Corl Bennet AB
Franklin Templeton
Fjéirde AP-fonden
Fidelity

Swedbank Robur funds
Nordea funds
Vanguard

BlackRock

T. Rowe Price

Folksam

Ownership structure 2017

Shares

1-1,000

1.001-5,000
5,001-20,000
20,001-100,000
100,001-500,000
500,001-5,000,000
5,000,001-20,000,000
20,000.001-
Ananymous ownership
TOTAL

THE SHARE

Five largest countries - capital, %

Sweden 57.2
USA 277
Spain 31
UK 1.2
MNorway 1.0

Ownership by category - capital, %

Swedish owners 57.2
Foreign owners 42.8
Swedish individuals 12.1
Swedish institutions 13
Swedish mutual funds 2.3
Swedish awners, other 22.8
Foreign institutions 3.8
Foreign mutual funds 30.1
Foreign owners, other 8.9
Series A shares  Series B shares Capital, % Votes, %
18,217,200 36,332,969 20.00 50.10
22,154,755 810 5.10

19,068,653 7.00 4.40

9,590,244 3.50 2.20

6,756,075 2.50 1.50

5,911,383 2.20 1.40

5,370,555 2.00 1.20

3,968,717 1.50 0.90

3,090,304 110 0.70

2,289,250 0.80 0.50

Capital, % Votes, % Shareholders Shareholders, %
3.0 1.8 31,867 80.3

4.8 3.0 6,359 16,0

37 2.3 1.1e 2.7

4.0 2.5 253 0.7

7.6 4.8 87 0.2

17.6 1.0 42 0.1

17.2 10.8 5 0

28.2 55.2 2 0

13.9 8.6 n/g n/a

100 100 39734 100
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DIRECTCRS REPORT

Directors’ Report

Operation and structure

Arjo s a global supplier of medical devices and solutions that improve
quality of life for people with reduced mobility and age-related health
challenges. Arjo creates value by improving clinical outcomes for
patients and enabling a better work environment for healthcare pro-
fessicnals. Arjo thereby contributes to a sustainable healthcare system
- always with people in mind.

Arjo's main customers are private and public institutions providing
acute and long-term care. The company's offering includes products
and solutions for patient handling, hygiene, disinfection, hospital beds,
prevention of pressure ulcers, prevention of deep vein thrombosis
and for diagnostics. The Group also offers services such as traiming in
cennection with product sales.

Crganization

Approximately 95% of sales are conducted through Arjo's proprietary
sales companies and the remaining 5% through distributors 1n markets
for which Getinge Group lacks proprietary representation. Manufactur-
Ing Is conducted at six production facilities in the Dominican Republic,
Canada, China, Poland and m the UK.

Financial overview

Revenue

Consolidated net sales decreased -1.5% to SEK 7,688 M (7,808).
Adjusted for acquisitions, divestments and exchange-rate fluctuations,
net sales decreased -1.6%.

Restructuring costs

The Group's restructuring costs increased to SEK 324 M (155). These
costs were mainly attributable to the spin-off from Getinge and include
a write-down in the US operations amounting te about SEK 100

M. The casts include also impairment of intangible assets of SEK 74 M
(88), attributable to IT.

EBITDA

EBITDA before restructuring, acquisttion and integration costs amount-
ed to SEK 1,246 M (1,610). The EBITDA margin before restructuring,
acquisition and integration costs was 16,2% (20.6).

Operating result
The Group’s operating profit declined to SEK 281 M (781), which corre-
sponds to 3 7% {10.0) of net sales.

Net financial items
Net finangial items amounted to SEK -102 M (-110)

Profit before tax
The Group's profit before tax declined 73.2% to SEK 179 M (671), which
corresponds to 2.3% (8 6) of net sales,

Taxes

The Group's tax expense amounted to SEK 61 M (1B}, corresponding to
34.1% {27.0) of profit before tax (see Note 10). The percentage increase
15 attributable to the cut In corporate tax in the US, which led to a de-
cline of nearly SEK 13 M in the value of the Group's less carryforwards

1} Before rastructuring acquisition and integration costs
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Tied-up capital

Inventories amounted to SEK 1,104 M {1,044} and accounts receivable to
SEK 1,898 M (2,277). The average consolidated operating capital was SEK
10,317 M (11,055). Return on operating capital was 5.9% (8.5). Goodwiil
totaled SEK 4,862 M (4,967) at the end of the fiscal year.

Investments

Investments amounted to SEK 927 M {257}, of which SEK 406 M (68)
pertains to iIntangible assets and SEK 521 M {(189) to tangible assets. In-
vestments primarily pertaned to equipment for leasing, IT investments
associated with the spin-off from Getinge and production tools. In cash
flow, SEK 653 M (325} was recognized in investing activities and

SEK 274 M as transactions with shareholders,

Financial position and equity/assets ratio

Shareholders’ equity at year-end amounted to SEK 5,074 M (10,658),
corresponding to an equity/assets ratio of 41,6% (72.4), The Group's
net debt totaled SEK 4,602 M {-1,175), corresponding te a net debt/eq-
uity ratio of 0.91(-0.11}. Interest-bearing net debt/EBITDA adjusted'
multiple totaled 3,69 (-0,73). The changes during the year are mainly
due to the formation of Arjo as an independent Group and the capital-
1zation in conjunction with the distribution of Arje from Getinge.

Cash flow
Cash flow from operations amountad to SEK 572 M (919). The cash
conversion was 57.4% (59.8}.

Equity

Far information regarding the trading of shares in Arjo, the number of
shares, the classes of shares and the rights associated with these in the
company, see the Arjo Share section on pages 36-37.

Sales trend

During the year, net sales fell organically by -1.6% to SEK 7,688 M
(7,808). Western Europe represented the Group's largest market, with
48.8% (48.1) of sales, followed by North America with 36,7% (37.2)
and Rest of the World with 14,6% (14,7). Acute care accounted for
67% (67) of sales, while long-term care represented 33% (33),

Group-wide events during the year

Arjo AB listed on Nasdaq Stockholm

In 2017, extensive work was undertaken to prepare for the distribution
and listing of Arjo, At an Extraordinary General Meeting of Getinge AB
on December 4, 2017, the shareholders resolved to distribute all of the
shares in Arjo to the shareholders of Getinge and Getinge Group was
thereby divided into two listed companies, Getinge and Arjo. All of the
shares of Getinge's wholly owned subsichary

Arjo AB, including the underlying Group,

were distributed to Getinge shareholders

according to Lex ASEA rules and series

B shares in Arjo AB were admitted

to trading on Nasdag Stockholm on

December 12, 2017.



Financing

(n December 12, 2017, external credit facilities were utihsed inan
amount of approximately SEK 5.1 billien to repay net debt to Getinge.
The amount of approximately SEK 5.1 biilion 1s made up of EUR 80 M,
GBP 150 M, USD 58 M and SEK 2.2 bilhion. When the external credit
facilities became available for use on December 12, 2017, arrangement
fees and other costs fell due for payment, which were allocated over
the term of the credit facilities.

Partnership with Sony Mcobile

During the year, Arjo entered into a partnership with Sony Mobile
Communications for a unique tracking solution. The cloud-based
solution aims to improve efficiency and quality of care by reducing
time spent on locating critical equipment in healthcare environments,
The partnership with Sony Mebile 1s an important milestone in Arjo’s
digitalization efforts to help customers improve healthcare efficiency.
With this selution, healthcare providers can focus their resources on
ensuring the best possible care at a lower cost.

Launch of Sara® Flex - a new standing and raising aid

During the year, Sara® Flex was launched, the most recent addition in
the Patient Care product segment The product is a further develop-
ment of the current Sara 3000, an aid used for moving a patient from a
sitting to a standing position. The new design of Sara® Flex means that
It I1s easier to use for the caregiver and makes transfer more comfort-
able for the patient.

Acquired and divested operations
There were no acquisitions or divestments in 2017,

Research and development
The foundatron of all research and development at Arjo 1s an in-depth
understanding of the customer and customer needs. A customer-fo-
cused research and development process helps aflocate resources to
develop solutions that contribute to enhancing the efficiency of health-
care and solving the challenges Arjo’s customers face. Arjo has, with
about 60 years of market presence, developed competitive processes
In this field.

Innovation of new products and the renewal of existing product lines
15 ohe source of growth for Arjo and for the market as a whole. Arjo has
continuously prioritized product design and ease of user-friendliness in
developing new and existing products

In 2017, Arjo’s research and development costs amounted to
SEK 204 M (201), corresponding to 2.7% (2.6) of net sales.

Personnel
At December 31, 2017, there were 5,983 (5,623) employees, of whom
127 (98) were employed in Sweden,

In 2017, Arjo made a comprehensive effort to establish the organi-
zation that will lead Arjo forward. It is the people of Arjo who generate
and develop the business and, accordingly, Arjo has prepared a long-
term HR agenda that ensures that the organization has the necessary
expertise, leadership and key skills to meet current and future business
needs. This work involves succession plannmg, activities to promote di-
versity and varrous training programs. Such activities are necessary to
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1,246

ensure that Arjo can attract, recruit,
develop and retain employees with
the necessary expertise and values
who can contribute to Arjo's continued
development,

EBITDA, adjusted',
SEK M

Remuneration to senior executives

An Extracrdinary General Meeting on August 30, 2017, resolved on
guidelines for remuneration to sermor executives. For further statement
of guidelnes and expensed amount see Note 5.

Sustainability effort

Arjo endeavors to build up a financially profitable company, while at the
same time assuming respoensibility for social, ethical and environmental
issues. This (s regarded as crucial for achieving long-term success. Arjo
has clearly formulated social, ethical and environmental principles and
structured environmental efforts. Read more about the Group's sustain-
ability efforts on pages 24-35.

Environmental impact

Arjo works systematically to impact the efficiency of its operations to
contrbute te a better environmental footprint, while at the same time
generating cost-savings across our entire supply chain. Initiatives to
reduce Arpo's envirormental impact are partly a result of the national
and international regulations that Arjo must comply with and to fulfill
the Group's own (nternal objectives and live up to the Group's policies,
To ensure that production is conducted in accordance with legislation
and international rules, the Group has introeduced environmental-man-
agement systems at its production facilities, which are certified
according to the international standard 150 14001. The implemented
management system provides solid conditions for structured and
proactive environmental work. The management system also includes
regular updates to the environmental impact of the facilities.

To reduce Arjo's chmate impact, the Group has mainly focused on
vartous types of energy-efficiency enhancements and further improv-
Ing waste management. A number of measures have been implement-
ed to reduce energy consumption for heating and lighting, for example,
by selecting electricity providers with afavorable production mix,

Further information concerming Arjo's environmental work is pre-
sented on pages 30-31.

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

Sales of the Group's products are also dependent on varicus rem-
bursement systems in each of Arjo’s markets. In many of Arjo's mar-
kets (such as the US), it is often the patient’s insurance company that
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- within the framework of the existing political reimbursement system -
funds or subsidizes products for the patient’s emergency or long-term
care. Some of the success for sales of Arjo’s products in these markets
1s depandent on whether Arjo’s products have been approved for reim-
bursement under the various reimbursement systems.

Since Arjo conducts operations in many different countries and mar-
kets, the above-named risks are imited for the Group as a whole.

Research and development

Arjo's future growth 1s also dependent on the continued expansion of
new product segments and new product types in existing product seg-
ments, which 1s dependent on the Group's ability to influence, predict,
identify and respond to changing customer preferences and needs. Arjo
invests in research and development in order to produce and launch new
products, but there 1s no guarantee that any new products will achieve
the same degree of success as in the past. Nor is there any certainty that
Arjo will succeed in predicting or identifying trends in customer pref-
erences and needs, or that Arjo will identify them earlier than its com-
petitors, To maximize the return on research and development efforts,
the Group has a highly structured selection and planning process to
ensure that the Group prioritizes correctly when making decisions about
potential projects. This process includes careful analyses of the market,
technaological progress, choice of production method and selection of
subsupphers, Development activities are conducted in a structured
manner and the deliveries of every project undergo a number of fixed
control paints. Aryo 1s focused on preduct launches that wilt lead to more
efficient care, in which more diseases can be treated, which 1s expected
to drive demand from end customers and therefore market growth.
Product development that leads to a broader preduct range 1s a means
for Increasing organic growth in the market in which Arjo operates.

Product liability and damage claims

As a medical device supplier, Arjo, like other healthcare industry
players, could be subject to claims related to product hability and other
legal 1ssues. Such claims could involve large financial amounts and
significant legal expenses, Arpo cannot provide any guarantee that its
operations will not be subject to claims for compensation. A compre-
hensive insurance program s in place to cover any property or ability
nisks (e.g. product hability} to which the Group is exposed

Protection of intellectual property rights

Arjo invests significant financial amounts in research and development,
and 1s continuously developing new products and technological selu-
trons. To secure revenues from these investments, new products and
technologies must be protected from uniawful use by competitors. If
possible and appropriate, Arjo protects its intellectual property rights
by registering patents, copyrights and trademarks. The Group 15 also
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dependent upen know-how and trade secrets that capnot be protected
under intellectual property law.

Changes related to general economic and political conditions
Arjoc operates in several parts of the world and, like other companies,
is affected by general global economie, financial and political condi-
tions. Demand for Arjo’s medical devices and solutions is infiuenced by
various factors, including general macroeconomic trends. Uncertainty
about future economic prospects, including political concerns, could
adversely affect customers’ decisions to buy Arjo's products, which
would adversely affect Arjo’s operations, financial position and results,
Furthermore, changes in the political situation in a region or country,
or political decisions affecting an industry or country, could also have
amaterial adverse impact on sales of Arjo’s products Since Arjo oper-
ates in a large number of geographical markets, this risk 1s limited for
the Group as a whole,

Authorities and supervisory bodies

The healthcare market 1s highly regulated in all of the countries in
which Arjo operates and Arjo’s product range Is subject to legislation,
tneluding EU Directives and implementing acts regarding medical
devices, and the US Food and Drug Administration’s (FDA) regulations
and related quahity systems requirements, which also encompass com-
prehensive evaluation, quality assurance and product documentation,
It cannot be ruled out that Arjo's future cperations, financtal position
and earnings may be adversely affected by difficulties in complying
with the current regulations and reguirements of authorities and super-
visory bodies, or any changes thereof.

Arjo has developed its operations to comply with these laws and
regulations and, to imit the above-named risk, Arjo devotes consider-
able efforts and resources to implementing and applying guidelines to
ensure regulatory compliance, Annual audits are performed by desig-
nated accreditation bodies to ensure compliance with CE marking stan-
dards for Arjo's products, and authorities such as FDA conduct regular
inspections of Arjo’s preduction units to ensure regulatory compliance.
All of the Group's production facihties are also certified according te
1SC 13485 (Medical devices - quality management systerns) and for
1SO 9001 (Quality management systems).

Financial risk management

Through its operations, Arjo Js exposed to a number of financial risks.
Arjo's nsk management 1s regulated by a finance policy establhished by
the Board. Ultimate responsibility for managing the Group's financial
risks and developing methods and policies for mitigating these risks
lies with the Arjo Management Team and the Treasury function. The
most significant financial risks to which the Group 1s exposed are cur-
rency risk, interest-rate risk and credit and counterparty risk.



Currency risks

Currency risks comprise exchange-rate fluctuations, which have an
IMpact on the Group’s earnings and shareholders’ equity. Currency
exposure occurs in connection with payments in foreign currency
(transaction exposure) and when translating foreign subsidianies’
balance sheets and income statements into SEK (translation exposure).
The effect of exchange-rate fluctuations on earmings calculated using
volumes and earnings in foreign currencies is presented in note 26

Transaction exposure. Payment flows as a result of sales income and
cost of geods sold in foreign currencies cause currency expasure that
affects group earnings in the event of exchange-rate fluctuations.

The Group's payment flows in foreign currencies consist mainky of the
income generated by export sales. The most important currencies are
USD, EUR, GBP, CAD and PLN. Based on Group companies forecasted
currency flows Group Finance hedge the most important currencies in
fine with finance policy. Hedging 1s conducted using currency forward
contracts.

Translation exposure - income statement, When translating the results of
fareign Group companies into SEK, currency exposure occurs, which
affects the Group's earnings when exchange rates fluctuate.

Transtation exposure - balance sheet. Currency exposure accurs when
translating net assets of foreign Group companies into SEK, which can
affect the Group's other comprehensive income.

Sensitiwity analysis, Arjo’s earnings are affected by a series of external
factors. The table below shows how changes to some of the key factors
that are important to Arjo could have affected the Group's profit before
tax in 2017,

DIRECTORS REPCRT

Change in
profit before tax SEKM
Price change +1% +77
Cost of goods sold +1% 143
Solory costs +1% +28
Interest rates +1 percentage point +50

The effect of a +1percentage point change in interest rates on Arjo's
profit before tax was calculated based on the Group's interest-bear-
ing liabifities, excluding pension habilities, at year-end 2017, The
impact of a +1 percentage point change in interest rates on equity 1s
about SEK39 M, Consideration was given to the effect of the various
risk-management measures that Arjo applies in accordance with its
approved pelicy.

Outlook 2018

Sales grawth for 2018 (s expected to be in the lower end of the target
of 2-4%,
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Corporate Governance

Corporate governance in Arjo

Arjo AB (publ) 1s a Swedish public limited iability company listed on
Nasdaq Stockholm, Large Cap segment. Arjo’s corporate governance Is
based on Swedish legislation, Arjo's Articles of Association, the Swed-
ish Corparate Governance Cade {the "Code”), Nasdaq Stockhaim's
Rule Book for Issuers, and other applicable rules and recommenda-
tions. The 2017 Corporate Governance Report i1s presented here.

Introduction

Arjo1s a globa) supplier of medical devices and solutions that improve
quality of life for peaple with reduced mobility and age-related health
challenges. Arjo creates value by improving clinical outcomes for
patients and enabhing a better work environment for healthcare pro-
fessionals. Arjo thereby contributes to a sustainable healthcare system
- always with people m mind. Arjo’s main customers are private and
public institutions providing acute and long-term care.

Confidence in Arjo and its products is entirely decisive for contin-
ued sales successes, Corporate governance 1s aimed at ensuring the
continued strong performance of the Group and, consequently, that the
Group fulfills its obligations to shareholders, customers, employees,
suppliers, creditors and society, The Group’s corporate governance
and internal regulations are consistently geared toward business
objectives and strategies. The Group's risks are well-analyzed and risk
management is integrated in the work of the Board and in operational
activities. Arjo's organization and governance are designed to be able
to react quickly to changes inthe market and, accordingly, operational
decision-making is decentralized and close to the customer, while
overall decisions on strategy and approach are made by Arjo’s Board of
Directors and Management Team.

External and internal regulations

Arjo’s corporate governance, 1n addition to the requirements of Swedish
legislation, is based on the Swedish Corporate Gavernance Code (“the
Code"), which is available at corporategovernanceboard.se. Arjo com-
plies with the Code’s regulations and presents an explanation below for
any deviation from the Code’s regulations in 2017, In addition to the Code,
the Group's corporate governance is also based on Nasdag Stockholm's
Rule Book for |ssuers, which is available at nasdagomxnordic.com, and
also the Swedish Securities Council’s opinions on good practice on the
Swedish stock market, which is available at aktiemarknadsnamnden.se.
This Corperate Governance Report summarizes the arganization of the
corporate governance and how 1t was conducted and developed in 2017
fiscal year, The internal governing documents relating to Arjo's corporate
governance include Arjo AB's Articles of Association, instructions and
formal werk plan for the Board of Directors, Board committees and CEO,
various policies and guidelines as well as Arjo's Code of Conduct. The
Articles of Association are avarlable on Arjo’s website, www.arjo.com.

General Meetings

Shareholders exercise their rights to make decisions concerning Arjo’s af-
farrs at the General Meeting {(Annual General Meeting and Extracrdinary
General Meetings), which 1s Arjo's highest decision-making body. The
Annual General Meeting will be held each year before the end of June in
Malmo, Sweden. Extraordinary General Meetings can be convened when
required. The General Meeting resolves on a number of Issues, including
the adoption of the Income statement and balance sheet, appropriation
of Arjo’s profit or loss, discharge of Board members and the CEC in
relation to the company, the structure of the Nomination Commuttee, the
election of Board members (including the Chairman} and auditors. The
General Meeting also resolves on remuneration of Board members and
auditors, guidelines for the remuneration of the CEO and other senior
executives, and any amendments to the Articles of Association, At the
Annual General Meeting, shareholders are entitled to address questions
about the campany and its results for the year in question,
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Notices of Annual General Meetings and Extracrdinary General
Meetings at which amendments to the Articles of Association are to be
addressed shall be served not earlier than six weeks and not later than
three weeks prior to the meeting. Notices of other Extraordinary Gen-
eral Meetings shall be served not earlter than six weeks and not later
than three weeks prior to the meeting. Notification of the convening of
General Meetings 15 1ssued through an advertisement being placed in
Post- och Inrikes Tidningar and on www arjo.com. At the time of notice,
an announcement that the notice has been issued 15 to be published in
Svenska Dagbladet.

Shareholders who are entered inthe shareholders’ register main-
tained by Furoclear five weekdays before the meeting and have notified
the company of their desire to participate in the preceedings of the
Meeting by the date specified in the notice of the Meeting will be
entitled to participate in the General Meeting of shareholders with full
voting rights.

Shareholders
For more infermation about the shareholders and the share, see pages
36-37 and www.arjo,.com.

Annual General Meeting and Extracrdinary General Meetings
in 2017

2017 Annual General Meeting (AGM)

The AGM was held on June 30, 2017. The AGM resolved to adopt the
income statement and balance sheet presented and to approve the
Board's proposed appropriation of profits,

Extraordinary General Meetings in 2017

During the autumn of 2017 and ahead of the listing of the company’s
shares on Nasdag Stockholm on December 12, 2017, a number of Ex-
traordinary General Meetings were heid to resolve on adapting the com-
pany and the company’s share capital structure to a listed environment

2018 Annual General Meeting

The 2018 Annual General Meeting will be held on Friday, May 4, 2018
at 11.00 a.m. in Malmao. For further information, see Arjo’s website,
WwWw.ar|e.com.

Nomination Committee

An Extraordinary General Meeting held on August 30, 2017 decided on
an instruction for Arjo’s Nemination Committee that 15 to apply until
further notice. The Nomination Committee ahead of Annual General
Meetings 1s to comprise representatives of the five largest sharehold-
ers in terms of the number of votes registered in the shareholders’
register maintained by Euroclear as per August 31in the year prior to
the year in which the Annual General Meeting Is to be held, arepre-
sentative for miner shareholders and the Chairman of the Board who
15 also to convene the first meeting of the Nomination Comnmuttee.
However, ahead of the 2018 Annual General Meeting, the Nomination
Committee 1s to comprise representatives of the five largest share-
holders m terms of the number of votes as per December 31, 2017. The
Committee member representing the largest shareholder in terms of
the number of votes 1s to be appointed Chairman of the Nomination
Commuttee, The Nomination Committee 15 to present proposals on the
Chairman of General Meetings, the Board of Directors, the Chairman of
the Board, auditors, Board fees as specified between the Chairman and
other Board members, remuneration for Committee work and fees to
the company's auditors.

Nomination Committee ahead of 2018 Annual General Meeting
Ahead of the 2018 Annual General Meeting, Arjo’s Nomination Com-
mittee comprised Carl Bennet (Carl Bennet AB}, Per Colieen {(Fourth
Swedish National Pension Fund), Marianne Nilsson (Swedbank Robur),



Maria de Geer representing the minor shareholders and Board Chairman
Johan Malmquist. The Nomination Committee Chairman is Carl Bennet.

The Nomination Committee ahead of the 2018 Annual General
Meeting comprises representatives of the three largest owner-reg-
istered shareholders in terms of votes, which s a deviation from the
Nominatien Cammittee instruction adopted by the Annual General
Meeting. The reason for this 1s that such a composition of the Nomi-
nation Committee was regarded as more appropriate in reiation to the
size of the company and the Group.

Fram its statutory meeting until the submission of the Annual Report,
the Nomination Committee held two meetings. As a basis for its propos-
al to the 2018 AGM, the Nomination Committee made an assessment
as to whether the current Board of Directors 15 suitably composed
and meets the demands that are placed on the Board in view of the
company's operations, position and other conditions. The Normination
Committee has interviewed the company’s Board members and dis-
cussed the principal demands that should be made of Board members,
including the requirement for Independent members, and considered
the number of Board assignments each member has for other compa-
nies, as well as highlighting the 1ssue of a more even gender distribution.

The Nomination Committee has announced that it applied rule 4.1 of
the Code as diversity policy In preparing proposals of Board members
ahead of the 2018 AGM The aim of the policy 1s that the Board is to
have a composition appropriate to the company's operations, phase of
development and other reievant circumstances and to exhibit diversity
and breadth of gualifications, experience and background, and strive
for an equal gender distribution,

Board of Directors
Composition and Board members’ independence
According ta the Articles of Association, Arjo's Board of Directors is to
comprise not fewer than three (3) and not moere than ten {10} members
elected by the Annual General Meeting for the period up until the end of
the next Annual General Meeting, The Board members are elected annu-
ally at the AGM to serve for the period up to and including the next AGM.
Employees have the right to appoint two representatives and two deputy
members to the Board. At an Extraordinary General Meeting on Febru-
ary 2, 2017, Carl Bennet, Ulf Grunander, Carcla Lemne, Joacim Lindoff
and Johan Malmquist were elected as new Board members and at an
Extraordinary General Meeting on August 30, 2017, Eva Elmstedt was
elected as a new Board member for the period until the end of the next
Annual General Meeting. Arjo’s CEQ, Joacim Lindoff, is a member of the
Board and Arjo’s CFO serves as secretary to the Board. Other executives
of Arjo participate in Board meetings as rapporteurs for spectal 1ssues
According to the Code, a majority of the Board members elected by
the Meeting are to be independent in relation to Arjo and the Manage-
ment Team. In addition, In accerdance with the Code, at least two of

Board of Directors and Committees in 2017

CORPORATE GOVERNANCE

the Board members who are independent in relation to Arjo and the
Management Team, must also be independent in relation to the com-
pany’s major shareholders.

Arjo's composition during the year in terms of independent Board
members met the requirements of item 4.5 of the Code, but not item
4.4, since albeit half, but not a majority, of the Board members are in-
dependent in relation to the company and the executive management.
If Arjo's CEQ Joacim Lindoff were not a member of the Board of Direc-
tors, the Board would meet the requirement of independence contained
in itern 4.4, However, the company and its principal owner are of the
opinion that there 1s reason to deviate from the Code’s independence
requirememnt, since it is important that the company’s CEC is not only
arapporteur at Board meetings, but also has a formal role as Board
member, with the commitment and responsibility that this implies,

The Board members’ individual shareholdings, their independence in
relation to the company, executive management and major shareheld-
ers as well as their other assignments in other campanies are present-
ed in the table on page 43 and in the presentation of Board members on
pages 46-47.

The responsibility of the Chairman of the Board

The Chairman of the Board follows Arjo's operations through contin-
ucus contact with the CEQ. The Chairman organizes and heads the
Board's work, and is responsible for ensuring that the other Board
members receive satisfactory information and decumentation for de-
cision-making. The Chairman ts 2lso responsible for ensuring that new
Board members continuously update and deepen their knowledge of
Arjo and otherwise receive the continuous training required to enable
Board work to be conducted efficiently. It 1s also the Chairman whe s
responsible for contacts with shareholders regarding ownership 1ssues
and for ensuring that the Board evaluates its work annually,

Board of Directors' responsibility and work
The work of the Board of Directors is governed mainly by the Swed-
1sh Companies Act, the Code and the Board’s formal work plan. The
Board's formal work plan also states that the Board's overall assign-
ment Is to assume responsibility fer the Group's ergamization and
management of Its business, adoption of the Group's overall goals,
development and follow-up of the overall strategies, decisions about
major acquisitions, divestments and investments, decisions regarding
potential placements and loans in accordance with the finance policy,
continuous follow-up of the operations, adoption of the quarterly re-
ports and year-end reports, and the centinuous evaluation of the CEC
and other members of the Management Team.

The Board 15 also responsible for ensuring the quality of the financial
reporting, including systems for memitoring the internal contrel of
Arjo's financial statements and position (see "Internal control” below).

Committees Attendance at meetings

Year Indepen- Audit Remunergtion Board Audit Remuneration
elected dent Committee  Committee meetings Committee Committee
Johon Malmquist,
Chairman of the Boord 207 No¥ Choirman 13713 4/4
Carl Bennet 2017 No? Member 13/13 474
Carola Lemne 2017 Yes Member 13713 5/5
UIf Grunander 2017 No" Chairman 13713 5/5
Eva Elmstedt® 2017 Yes Member 713 3/5
Joacim Lindoff 2017 No" 1313
Board members appointed by employees
Sten Bérjesson 2017 - 1013
Ingrid Hultgren 2017 - 113
Susanna Bjund {Deputy) 2017 - 113
Kajsa Haraldsson (Deputy) 2017 - 11/13

1) Notindependent m relation to the company and management
2) Not independent in relation to the company's major shareholders

3) Eva Elmstedt was elected as amember 1n August 2017 and participated in all Board meetings thereafter
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In addition, the Board shall ensure that Arjo’s external information dis-
closure is characterized by openness and is correct, relevant and clear.
The Board 15 also responsible for adepting the required guidelines and
other policy documents, such as the communications policy and the
insider policy. Recurring items on the agenda of the Board's meetings
include the following: business situation, project status, market 1ssues,
adoptien of the interim report, strategic review, future outlock and
economic and financial reporting. The Board held its statutory meeting
on February 2, 2017 and convened 13 times during the year, with an av-
erage attendance rate of 92% of the elected members. At its scheduled
meetings, the Board addressed fixed agenda items in accordance with
the Board's formal work plan and other engoing accounting and legal
business matters. In 2017, the Board also focused onissues relating to
the company's listing on Nasdaq Stockholm.

Board committees

From among its own numbers, the Board established two committees,
the Audit Committee and the Remuneratiocn Committee, both of which
wark within the instructions established by the Board,

Audit Commuttee

The Audit Committee 15 to monitor Arjo’s financial reporting, monitor the
effictency of the company's internal control and risk managernent with
respect to its financial reporting, remain informed about the audit of the
annual report and consolidated financial statements, review and monitor
the impartiality and independence of the auditors and, i particular,
whether the auditers have provided the company with services other
than auditing services, The Audit Committee meets regularly with the au-
ditor to discuss the coordination of internal control and external auditing.

Additionally, the Audit Committee Is to assist the Nomination Com-
mittee in proposals for the AGM resolution on the election of auditors
by, for example, ensuring that the auditor's mandate period does not
exceed the time permitted by applicable laws, managing the procure-
ment of auditing services (if appropriate} and submitting a recommen-
dation of a proposal to the Nemination Committee.

The Committee shall also inform the Board of the result of the audit,
including how the audit has contributed to the reliability of the com-
pany’s financial statements, and otherwise conduct the work required
to meet all of the requirements contained in the EU Audit Regulation,
In addition, the Audit Committee will resolve on guidelines for the
procurement of services other than audit services from the company's
auditor and, if appropriate, approval of such services. Finally, the Audit
Committee will evaluate the work of the auditor and inform the Nomi-
nation Cemmittee of the result of this evaluation.

In 2017, Arjo's Audit Committee comprised Board members UIf
Grunander (Chairman}, Eva Elmstedt and Carola Lemne. The Commit-
tee meets the requirements of the Swedish Companies Act regarding
auditing and audit competence.

In 2017, the Commuttee held five minuted meetings, including
informal contact when necessary, The attendance of members at the
Committee meetings are presented in the table on page 43.

The company's auditors participated in all meetings convened by the
Audit Committee. Jointly with the auditors, the Committee discussed
and estabhished the scope of the audit.

Remuneration Committee

The Remuneration Committee's main tasks of the Committee are to pre-
pare the Board’s decisions in matters involving remuneration principles,
remuneration and other employment terms and conditions for the CEO
and other serigr executives, and to monitar and evaluate programs in-
velving variable remuneration of the Management Team that are ongoing
and were con¢luded during the year. The Committee will also monitor and

Meetings 2017

evaluate the application of remuneration guidelines for senior executives
that the Annual General Meeting resolved upon, as well as the applicable
remuneration structures and remuneration levels within the company.

The Remuneration Committee comprises Johan Malmquist (Chairman)
and Carl Bennet. In 2017, the Committee held four minuted meetings,
including informal contact when necessary. The attendance of members
at the Committee meetings are presented in the table on page 43.

CEQ and Management Team

The CEC 1s respensible for the continuous management and develop-
ment of Arjo In accordance with applicable legisiation and regulations,
inciuding Nasdaq Stockholm's Rule Book for Issuers, the Code and

the guidelines, instructions and strategies established by the Board of
Directors. The CEQ is to ensure that the Board of Directors receives ob-
jective and relevant information as required for the Board to be able to
make well-founded decisions, In addstion, the CEQ oversees that Arjo’s
goals, policies and strategic plans as established by the Board are fol-
lowed and I1s responsible for informing the Board of Arjo’s performance
between Beard meetings,

The CEQ heads the work of the Management Team, which i1s re~
sponsibie for averall business development, In addition to the CEQ, the
Management Team comprises the CFO, EVP Human Resources & CSR,
EVP Quality & Regulatory Compliance, EVP Corporate Development &
Projects, EVP Product Development and Supply Chain & Operations,
EVP Segment and Product Marketing, EVP Marketing Communica-
tion & Public Relations, President Global Sales and President Sales &
Service North America. At year-end 2017, the Management Team com-
prised ten individuals. These persons are presented on pages 48-49,

For information regarding remuneration, any share-related incentive
programs and terms of employment for the CEQ and other senior exec-
utives, see Note 5 on page 64

External auditing

Arjo’s Annual General Meeting elects external auditors for one year ata
time The auditors review the Annual Report and accounts, as well as the
administration by the Board of Directors and the CEQ, according to an
audit plan adopted in censultation with the Board's Audit Committee. In
conjunction with the audit, the auditors report their observations to the
Management Team for consideration and then to the Board of Directors
through the Audit Committee. The Board meets the auditors at least ane
a year, when they report their observations directly to the Board without
the presence of Arjo's CEQ or CFO. The auditors also take part in the An-
nual General Meeting, where they summarize their audit work and pro-
vide their recommendation for the Auditor's Report, Chrlings Pricewater-
houseCoopers AB has been Arjo’s firm of auditors since the company was
formed, with Autherized Public Accountant Magnus Willfors as Auditor
in Charge since August 16, 2017. Magnus Willfors 1s also a member of
FAR, the institute for the accountancy profession in Sweden.

Internal control

Introduction

The Board's responsibility for internal control is defined in the Swedish
Companies Act, the Annual Accounts Act, which contains information
regarding the most important aspects of Arjo's system for internal con-
trol and risk management in connection with financial statements that
must be included in the company’s Corporate Governance Report each
year, and the Code, For example, the Board of Directors is to ensure that
Arjo has effective internal control and formalized procedures to ensure
compliance with established principles for financial reporting and inter-
nal control. Arjo's internal control procedures are based en the internal
control framework issued by COSG (Committee of Sponsoring Organi-
zations of the Treadway Commission), which is based on 17 fundamental
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principles connected to flve components. The internal control proce-
dures are based on a control environment that creates discipline and
structure for the other components: risk assessment, control activities,
information and communication, and follow-up, evaluation and reporting.

The procedures for internal control, risk assessment, control
activibes and follow-up regarding the financial statements have been
designed to ensure reliable overall financial reporting and external
financial reporting in accordance with IFRS, applicable laws and
regulations as well as other requirements, which are to be applied by
companies isted cn Nasdag Stockholm. This work involves the Board
of Directors, the Arjo Management Team and other personnel.

Controf environmenit

The Board has adopted instructions and governing documents aimed
at regulating the roles and aliocation of responsibility between the
CEQ and the Board. The way in which the 8oard monitors and ensures
the quality of the internal control 1s documented in the Board's formal
work plan, Arjo’s finance manual and the corporate governance policy,
in which the Board has established a number of basic principles that
are important for internal contrel work, The internal contrel work s
also presented in other governing documents, such as Arjo's Code of
Conduct, directive for risk management and internal control, and other
policies established by the Board and directives established by the
Management Team. These include checks and follow-ups of outcome
compared with expectations and previous years, and supervision of
accounting poiicies, for example, as applied by Arjo. The responsibihity
for maintaining an effective control environment and the continuous
work on risk assessment and internal control regarding the financial
statements is delegated to the CEC. However, the Board of Directors,
through the Audit Committee, has ultimate responsibibty. Managers
at various levels within Arjo have, in turn, the corresponding respon-
sibility in their respective areas of responsibility. The Management
Team regularly reports to the Board and the Audit Commuttee following
established procedures. Responsibilities, powers, instructions, guide-
Iirres, manuals and policy documents and directives, alongside laws and
regulations, comprise the control environment for financial reperting.

Fisk assessment

Arjo conducts contiuous risk assessment to identify risks relating te
financial reporting. These risks include errors in the firancial state-
ments (for example, regarding accounting and valuatien of assets,
liabilities, revenue and costs, and other deviations), as well as irregular-
ities and fraud, Risk management is built into every process and varicus
methods are used to assess, uncover and prevent risks and to ensure
that the risks to which Arjo i1s exposed are managed 1n accordance with
established policies, directives and instructions.

Control procedures

The structure of control activities 1s of particular importance i Arjo’s
work to prevent and uncover risks and weaknesses in the financial
reporting. The control structure comprisas clear roles in the organi-
zatron that enable effective distribution of responsibility for specific
control activities, including authorization controls in the |T system and

Fees for Beard and Committee work 2017 (SEK)

Name

Johan Malmquist
Carl Bennet

Eva Elmstedt

UIf Grunander
Carola Lemine

CORPORATE GOVERNANCE

attestation controls. The continuous analysis made of the financial
statements is very important for ensuring that the financial statements
do not contain any material errors.

Information and commurnication

Arjo has information and communication precedures to promote com-
pleteness and accuracy 1n the financial reporting. Policies, guidelines
and internal instructions regarding financial reporting are available in
electronic and printed form. Regular updates regarding amendments
to accounting policies, reporting requirements or cther disclosures are
made avatlable to and known by the relevant employees. Guidelines
are In place with respect to external disclosure of information and
these were drafted with the aim of ensuring that Arjo complies with the
requirements for disserminating correct information to the market.

Follow up activities, evatuation and reporting

The Board of Directors assesses the infermation provided by the
Management Team on a continuous basis. Between Board meetings, the
Board regularly receives updated information regarding Arjo's perfor-
mance, The Group's financial position, strategies and investments are
discussed at every Board meeting, The Board is also responsible for mon-
itoring the internal control. This work includes ensuring that measures
are taken to address any weaknesses, as well as following up proposals
to address issues highlighted in connection with the external audit. Each
year, the company carries out a self-assessment of risk management and
internal control activities, This precess in¢ludes areview of the manner
in which established procedures and guidelines are applied, The Board
receives Information regarding important conclusions drawn from this
annual assessment process, and regarding any measures to be taken
relating to the company’s internal contro! environment. The external
auditors alsc report regularly to the Board of Directors

Outcome 2017

The internal control environment was followed up and evaluated in
2017 by carrying out a self-assessment and, for selected companies
and processes, was also supplemented with audits perfermed by the
Internal Control function. The self-assessment concluded that the
Group has a satisfactory control environment for covering material
risks related to financial reporting.

Follow on work

Over the next year, the continuing work related to internal control at
Arjo will principally focus on risk assessment, contrel activities and
foliow-up/monitering. The Internal Control function ensures that
the self-assessment and audit of the control environment related

to financial reperting are carned out and followed up with audits of
selected units and processes. Outcomes and any deviations in the
control environment are fellowed up and reported to the CFO and Audit
Committee. Regarding the control envirenment that 1s not related to
the financiai reporting, the Internal Control functien works tegether
with the company’s other compliance functions such as QGuality and
Regulatory Compltance and Legal Compliance,

Board fee Committee fee Total
1,150,000 125,000 1,275,000
575,000 92,000 667,000
3354170 70,000 405,417
575,000 240,000 815,000
575,000 123,000 495,000

1) Eva Elmstedt was elected a Board member in August 2017 and received a pro rata Board fee for the periad until the end of the next AGM

Remuneration of Board of Directors
The Extraordinary General Meeting on August 30, 2017, resclved that fees,
axcluding committee fees, would be paid in an amount of SEK 1,150,000
to the Chairman of the Board and SEX 575,000 to each of the other Board
members elected by the AGM who 1s not employed by Arjo.

For work on the Audit Committee, remuneration Is paid in an amount of SEK
240,000 to the Chairman and SEK 120,000 to each of the other members

For work on the Remuneration Committee, remuneration s paid in
an amount of SEK 125,000 to the Chairman and SEK 92,000 to each
of the other members.

None of the Board members has signed agreements with Arjo or
any of its subsidiaries concerning benefits upon termination of their
assighment. For remunerafion of the CEQ, see Note 5,

ARJO ANNUAL REPORT 2017 45



BOARD OF DIRECTORS

Board of Directors

Johan Malmquist
Born 1961

Chairman of the Board and Board
member since 2017, Chairman of the
Remuneration Commitiee

Education and professi | experience:
M.Sc. in Economics, Stockholm School
of Economics. Previaus experience as
CEG and President of Getinge Group
1997-2015, Business Area Director within
Getinge Group, President of Getinge
Group’s French subsidiary and President
of subsidiaties within the Electrolux
Group.

Other ongoing assignments/positions:
Charrman of Aktiebolaget Tingstad
Papper and Board member of Getinge AB
(publ), Trelleborg AB (publ), Elekta A8
(publ}, Dunkerintressena, Molnlycke AB,
Medvisor AB, Essity Aktiebelag (publ),
Stena Adactum AB and Chalmers Unwver-
sity of Technology Feundation

Eatlier assignments/positions include:
President & CEO of Getinge Group
1997-2015 Board member of Svenska
Cellulesa Aktiebolaget SCA (publ) and
Capio AB

Helding: 100,000 serres B shares and
2,380,952 synthetic share options.

Carl Bennet
Born 1951

Board member since 2017, Member of the
Remuneration Cemmittee

Education and professional experience:
M.5¢. in Economics, Gethenburg Univer-
sity and Dr Tech. h.c, Luled University
of Technology. Earlier experience as
President & CEQ of Getinge 1989-19%7,
Other ongoing assignments/positions:
CEO and Chairman of Carl Bennet AB,
Chairman of Getinge AB (publ}, Lifco AB
{publ} and Elanders AB (publ} and Board
member of Holmen Akticbolag {(publ)
and L E Lundbergforetagen Aktiebalag
{publ).

Previous assignments/positions {past
five years): Chairman of the Board of
Gothenburg University.

Heolding: 18,217,200 series A shares and
45,902 43C series B shares via

Carl Bennet AB.
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Susanna Bjuno
Born 1981

Employee representative (deputy Board
member) since 2017

Education and professional experience:
M Sc in textile technalogy, University
of Boras, Employed i Anjo’s subsidiary,
ArjoHunt/eigh AB.

Other ongeing assignments/positions:
Previous assignments/positions (past
five years):

Helding: 5G0 series B shares.

Johan Malmquist

Sten Borjesson
Born 1967

Employec representative, member since
2017,

Education and professional experrence:
Upper-secandary education in econom-
res and techhology, Employed i Arte's
subsidiary, ArJoHuntIelgh AB.

Other i ts/positi
Owner of Hoars Antenn och Elektron-
ikservice,

Previous assignments/positions {past
five years} Member of the Board
{employee representative) in Getinge AB
2007-2015

Holding: -

Eva Eimstedt Susanna Bjuns

Born 1960

Board member since 2017, Member of
the Audit Committee,

Education and professional experience:
Bacheler degree in Ecenomics and
Computer Science, Indiana University of
Pennsylvama, USA Previous experience
a3 EVP Global Services and member of
the management team of Nokia Net-
works and Nokia Siemens Networks, as
well as seniar positions at Ericsson, the
operator 3, and Semcon.

Other ongoing assignments/positions:
Board member of Addtech AB (publ},
Axiell Group AB, KnowlT AB {pub!), Gun-
neba Aktiebolag (publ), Proact IT Group
AE (publ) and Thute Group AB (publ)
Previous assignments/positions (past
five years): EVP Global Services and
member of the management team of
Nokia Networks and Nokia Siemens
Networks 2013-2014

Helding: 11,000 series B shares and
476,190 synthetic share options.

Carl Bennet

Sten Borjesson

Eva Elmstedt
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Ulf Grunander Kajsa Haraldsson

Ingrid Hultgren Carola Lemne

Joacim Lindoff

Auditors
Magnus Willfors, Authorized Public Accountant, Auditer in Charge
Cecilia Andrén Dorselius, Authorized Public Accountant

UIf Grunander

Bern 1954

Board member since 2017. Chairman of
the Audit Committee.

Education and professional experience:
M.Sc. in Economics, Stockhoim Universi-
ty. Previous experience as an authorized
pubhic accountant and CFO of Getinge
Group 1993-2016

Other ongoing assignments/positions:
Chairman and CEO of Food Track 1 Malma
AB and Chairman of Nystrems Gas-
tronami & Catering AB and Djurgards-
butiken AB, as well as Board member of
Lifco AB (publ), Djurgarden Hockey AB
and GREG Capital AB

Previous assighments/positions {past
five years): Board member of Myter:
Restaurang AS and Beard assignments
1n a number of cempantes in Getinge
Group, as well as CFO of Getinge Group
1993-2018

Holding: 83,622 series B shares and
476,190 synthetic share optiens.

Kajsa Haraldsson
Bornn 7982

Cmployee representative {deputy Board
member) since 2017

Education and professional experience:
M.5¢ inindustrral design engineering,
Chalmers University of Technology
tmployed in Arja’s subsidiary, ArjeHu-
ntleigh AB.

Other ongoing assignments/pesitions, -
Previous assignments/positions (past
five years):

Helding: -

Ingrid Hultgren

Born 1958

Employee representative, member since
2017

Education and profe, i experi-
ence: Degree in micrebiology, Uppsala
University Employed in Arjo’s subsidiary,
ArjoHuntleigh AB

Other engoing assignments/positions:
General partner in Hultgreen Hedge
kommanditbelag

Previous assignments/positions (past
five years):

Holding: 4,000 series B shares,

BOARD OF DIRECTORS

Carola Lemne
Born 1958,

Board member since 2017 Member of
the Audit Committee.

Educatioh and professional experience:
Licensed physician, M D. and associate
professor, Karolinska Institute. Previous
experience as Medical Director of
Pharmacia, Clinica! Research Manager
of Pharmacia Corp., CEQ of Danderyd
Hospital and President of Praktikertjanst
Aktiebelag

Othar ongoi i ts/p

Board member and CEQ of the Confed-
eration of Swedish Enterprise, Board
member in AFA Livforsakringsaktiebo-
lag, AFA Sjukicrsakringsaktiebolag, AFA
Trygghetsforsakring AB, the Research
institute of Industrial Econemics and the
International Chamber of Commerce
Stockholm and partner of CALGC
Handelsbolag

Previ i nts/p {past
five years): Chairman of the Board of
Scandinavian Venous Centre Holding AB,
Board member and CEQ of Praktikert-
janst Aktiebolag, Chairman of Uppsala
University and Board member of Getinge
AB {publ}, Investor AB {publ), Stiftelsen
Forska' Sverige and The Swedish Carpe-
rate Governance Board.

Holding: 3,000 series B shares and
238,095 synthetic share options

Joacim Lindoff

Born 1973.

President and CEC since 2017

Education and prof | experience
M.Sc. in Ecenomuics, Lund University.
Other angeing assignments/positions:
Previous assignments/positions (past
five years): - Acting President and CEQ
of Getinge Group between August 2016
and March 2017, Chairman of the Board
of the Swedish Medtech industry organi-
zation between 2010 and 2014

Holding: 2,428 series B shares and
1,190,476 synthetic share options
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ARJO MANAGEMENT TEAM

Arjo Management Team

Joacim Lindoff

Bern 1973,
President & CEQ

Education and professienal experience
M 5c in Economics, Lund University. Pre-
vious experience from several positions
within Getinge Group, including Acting
CEQ, Executive Vice President of Get-
inge’s former Infection Contre! business
area, and Executive Vice President for
the Surgrcal Workflows business area,

as well as assignments ih senior posi-
tions in NIBE's Heating business area,
Experience also includes Chairman of the
Board of the Swedish Medtech industry
argamization,

Holding: 3,428 senies B shares and
1,190,476 synthetic share options

Jan Andersson
Born1970.
EVP Segment and Product Marketing

Education and professional experience:
Studies in business admimstration,
speciabization in marketing, Mid-Sweden
University, University of Wales and
Lund University Previous expenence

as Marketing Director of Baxter Renal,
Interim VP Marketing of Baxter/Gambro
(in comunction with Baxiers acquisition
of Gambro), VP Marketing of DIAB Group
and Marketing Director of Gambro
Lundia AB.

Holding: 2,700 series B shares and
47,619 synthetic share options,
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Katarzyna Bobrow
Born1984
EVP Quality & Regulatary Comphance

Ed ion and prof lexperience
M.S5c in Banking and finance, specialized
in finance and monetary policy, Poznan
University of Economics and Business
and further studies in Quality Manage-
ment, Poznan University of Technology.
Previgus experience of various positians
in Getinge Group, including Senior Di-
rector QA Supply Chaih and Operations,
Also expertence as Quality Speciabist far
Molex Palska

Holding 261,904 synthetic share
options,

Marion Gullstrand
Born 1957,
EVP HR & Sustainability

Ed fon and grof al experience:
Bachelar’s degree in psychclogy, four
year education in Gestalt Therapy

- Organizaticn and group level and
EMBA - Executive Master in Business
Administration from Lund University
Previpus experience as HR Director of
Wasa Group, VP HR of Trelleberg AB
(publ), HR Director of [KEA Supply Chamn
Greater China Supply and other HR pa-
sitions i |[KEA Group, as well as vanious
HR posttiens in Getinge Group, including
Acting EVP HR & Sustainabihty.
Holding: 714,285 synthetic share
options,

Jonas Lindqvist
Born19s2
CFO

Education and prefessional experience:
M Sc in Economics, Lund University,
EMBA, Stockholm Scheol of Economics,
and Advanced Management Program,
Harvard Business 5chool. Previous
experience as CFC and member of the
management team of several companies,
including LR Helding AB, BMH Marine
AB 2nd companies in Nelato Group, as
well as CFO and VP of Polyclad Europe/
Cookson Electronies and EVP and CFO of
Bener Ref AB {publ).

Holding: 476,190 synthetic share
optians,

i

Joacim Lindoff

Katarzyna Bobrow Marion Gulistrand

Jonas Lindqvist




Paul Lyon

A~

Kornelio Rasmussen

Christian Stentoft

Mikael Persson

Anne Sigouin

Paul Lyon
Born 1962
President Global Sales

Education and professional experience:
Bachelor's degree in engineering, West-
ern Australian Institute of Technology.
Previously held leading positions in
several large industrial and health care
groups, including Huntleigh Healthcare
PLC UK, YTL Cerporatien JV Malaysia
and Joyce Healthcare Group Australia,
Also experience as Managing Director
and President of different business areas
within Getinge Group, including Getinge
Group President APAC and Acting Presi-
dent & CEQ of ArjoHuntleigh,

Holding: 476,190 synthetic share
options,

Mikae! Persson

Born 1967,

EVP Product Development and Supply
Chain & Operations

Education and professional expetience:
M 3¢, in Mechanical Engineering, Lund
University. Previous experience of
various posttions in Alfa Laval, inter aha,
VP Operations - Operations Develop-
ment Manager, Supply Chain Director of
Cardo Flow Sclutions and Flugger A/S,
VP Supply Chain of ArjoHuntleigh AB and
COQC Manufacturing Capital Equipment
in Getinge Group,

Holding: 52,863 series B shares and
714,285 synthetic share options.

ARJO MANAGEMENT TEAM

Korneliea Rasmussen
Born1977

EVP Marketing Communication & Public
Relations

Education and professional experience:
|HM Business Scheol and Communica-
tran, School of Education and Communi-
cation, Jonkeping. Previous experience
from various positions in Volvo Car
Corporation, including as Director
Lorporate Communications and acting
Sentor Vice President, Public Affairs, and
maost recently as Executive Vice President
Communrications & Brand Management
in Getinge Group.

Haolding;: 2,000 series B shares and
714,285 synthetic share options

Anne Sigouin
Born 1969
President Sales & Service North America,

Education and professional experience:
Bachelar of Arts degree from Concordia
Umiversity, Montreal, Quebec, Executive
Education Leadership Consortium, Smith
College, Northampten, MA, as well

as numerous executive management
programs Previausly held pasitions with
increased scope and responsibilities in
sales and marketing in Canadaand in
the US for lohnson & Johnson Medical
Devices Companies and has also heen
Managing Director of ArjoHuntleigh
ABn Canada and President of Getinge
Group in Canada

Holding: 309,523 synthetic share
options,

Christian Stentoft
Born1984.
EVP Corporate Development & Projects

Education and professional experience:
M.S¢ in Design and Innovation, Technical
University of Denmark. Previousiy heid
various positions within Getinge Graup,
including VP Commercial Excellence &
Head of PMO Asia Pacific and Extended
Care Division - Director Business Strate-
gy & Insights. Alse experience asEngage-
ment manager of Oleto Associates and

as management consultant at Catalyst
Consulting,

Holding: 714,285 synthetic share

options
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PRCPOSED ALLOCATION OF PROFIT

Proposed allocation of profit

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

The following profits in the Parent Company are at the disposal of the

Annual General Meeting,

revenene oo - 3,677,421,844
.-141,195,406

..3,536,226,438

Retained earnings. ......eeveniee « -« < oo

Net loss for the yea
Total ......

The Beard and Chief Executive Officer propose that a dividend be
distributed to shareholders as follows.

SEK 0.50 per share .. 136,184,787
to be carried forward.....c..con. oo . 3,400,041,651
Total cmicinnien 3,536,226,438

The Board of Directors deems the proposed dividend to be justified in
relation to requirements that the Group’s nature of business, scope and

risks impose on consolidated shareholders’ equity and the Group's con-
solidation requiremenrtts, iquidity and financral position.

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

The Administration Report for the Group and Parent Company
provides a fair and accurate overview of the performance of the Parent
Company and the Group's operations, financial position and earnings
and describes the material risks and uncertainties faced by the Parent
Company and companies belenging to the Group.

Malmé, 29 March, 2018

Johan Malmqguist Carl Bennet

Chairman of the Board

UIf Grunander Ingrid Hultgren

Sten Borjesson Eva Eimstedt

Joacim Lindoff
President & CFO

Carola Lemne

Our auditor’s report was submitted on 29 March 2018
Ohrlings PricewaterhouseCoopers AB

Magnus Willfors
Authonzed Public Accountant, Auditor in Charge
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Cecilia Andrén Dorselius
Authorized Public Accountant



Consolidated financial
statements

Consolidated income statement

SEK M
Net sales
Cost of goods sold

Gross profit

Selling expenses

Administrative expenses

Research and development costs
Acquisition expenses

Restructuring and integration costs
Other opergting income

Other operating expenses
Operating profit (EBIT)

Interest income and other similar items
interest expenses and other similor expenses
Profit after financial items

Taxes

Net profit for the year

Attnbutable to:
Parent Company shareholders

Earnings per share, SEK"

- weighted average number of shores for calculation of earnings per share {thousand)

1) Before and after dilution

FINANCIAL STATEMENTS

Note 2017 2016
2,3 7,688 7,808
4 -4,260 -4,366
3,428 3.442

4 -1.571 -1,392

4 -1,136 -1,016
4,28 -134 ~133
- -7

4 ~324 -155

29 58

-n -16

3,4,5 6,7 281 781
15 7

-17 -17

179 671

10 =61 =181
18 490

118 490

" 0.43 1.80

n 272,370 272,370
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FINANCIAL STATEMENTS

Statement of comprehensive income

SEKM
Net profit for the year

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

Tax attributable to items that cannot be restated in profit

ltems that can later be restated in profit

Translation differences

Hedges of net investments

Cash-flow hedges

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

Total comprehensive income for the year

Comprehensive income attributoble to:

Parent Compary sharehoiders
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Note

1%

16, 26

2017
18

-165
32

-345
49

™

=361
-243

~243

2018
490

53

=321
169

169



Consclidated balance sheet

SEK M

ASSETS
Nen-current assets
Intangible assets
Tangible assets

Derivatives, non-current

Nan-current financial receivables, interest-bearing

Non-current receivables, non-interest-bearing

Deferred tax ossets

Total non=-current assets

Current assets

Inventories

Accounts receivable

Current tox assets

Current financial receivables
Derivotives, current

Other current receivables

Prepaid expenses and acerued income
Cosh and cosh equivalents

Total current assets

TOTAL ASSETS

FINANCIAL STATEMENTS

Note 2017
3,412 6,634
3,412 1134

26 -
8

12

10 314
8,102

13 1,104
14 1,898
49

25 -
26 35
186

15 164
672

4,108

12,210

2016

6,663
1,10

68

32
207
8,089

1,044
2,277
115
1,397
116

78

151
1,446
6,624
14,713
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FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEET, CONTINUED

SEK M

SHAREHOLDERS' EQUITY AND LIABILITIES
Shareholders’ equity

Share capital

Other reserves

Retained earnings

Equity attributable to the Parent Company shareholders

Non-current liabilities

Non-current financial liabilities
Provisions for pensiens, interest-bearing
Deferred tox liabilities

Other provisions, non-current

Total non-current labilities

Current liabilities

Other provisions, current

Current financial liabilities

Accounts payable

Current tax ligbilities

Derivatives, current

Other liabilities

Accrued expenses and deferred incorne
Total current liabilities

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES

For information about pledged assets and contingent liabilities, see Note 23,
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Note

16

26
21
10
20

20

26

26

26

22

2017

N
419
4,564
5,074

5131
61
138
49
5,379

69
90
541
104

174
772
1,757
12,210

2016

1

648
10,009
10,658

1,361
36
157
38
1,592

k2
340
739
36
224
255
830
2,463
14,713



Changes in shareholders' equity for the Group

SEKM

Opening balance at January 1, 2016

Net profit for the year

Qther comprehensive income for the year
Formation of Parent Company
Transactions with shareholders?

Closing balance at December 31, 2016

Opening balance at January 1, 2017

Net profit for the year

Other comprehensive income for the year
New share issue

Transactions with shareholders?

Closing bolance at December 31, 2017

1} For reserves, see afso Note 146.
2) For Transaction with shareholders, see also Note 25

Share capital

Reserves

1,01

-363

648

648

-229

419

FINANCIAL STATEMENTS

Retained
earnings Total
9.216 10,227
490 490
42 -321
- i
261 261
10,009 10,658
10,009 10,658
118 18
-132 -361
- 20
-5,43 -5,431
4,564 5.074
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FINANCIAL STATEMENTS

Cash-flow statements

SEKM
Operating activities

Operoting profit (EBIT)

Add-back of omortization, depreciation and write-down

Expensed restructuring and integration costs”
Paid restructuring and integration costs
Other non-cash items

Interest paid

Interest received

Other financial items

Taxes paoid

Cash flow before changes to working capital

Changes in working capital
Inventories

Current receivables
Current liabilities

Cash flow from operations

Investing activities

Acquired operotions

Investments in intangible and tangible assets
Divestment of intangible and tangible assets

Cash flow from investing activities

Finoncing activities

Raising of loans

Repayment of interest-bearing liabilities
Change mn non-current receivables
Other transactions with shareholders

Cash flow from financing activities

Cash flow for the year

Cash and cash equivalents at the beginning of the period

Cosh flow for the year
Tronskation differences
Cash and cash equivalents at year-end

1) Excluding write-downs on non-current assets
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Note

27

24

¥

19

27

2017
281
715

250
35

-114

-135
982

-103
176
-483
572

=653

-652

5121

83

-5,897

-594

774

1,446
=774

672

2Mé

781
755
67
-108

-87
-345
13
919

-212

=325

=526

289
235

829

a08
629

1,446



Notes

Note 1 Accounting policies

NOTES

General information

Arjo AB, which is the Parent Company of the Arjo Group, 1s a imited
fiability company with its registered offices in Malmo, Sweden. A
description of the company's operations is included in the Directors’
Report on page 38,

Basis of preparation

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

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

The formation of the Arjo Group is a transaction under shared con-
trolling influence (joint venture) and 1s not currently encompassed by
any |FRSs, which means that an appropriate accounting policy is to be
applied in accerdance with 1AS 8. An applicable and accepted methed
15 using previous carrying amounts (predecessor basis), which is the
policy that Arjo has decided to apply.

The financial statements have been prepared based on the financial
information reported for the above-mentioned entities for the purposes
of consolidation in Getinge AB {pub!}, which was Arjo's Parent Com-
pany during the formation of the Arjo Group, Accordingly, the financial
statements are an aggregate of this financial information and are
presented as if the entities had been a group from the point in time that
they had been a part of Getinge Group and means that the assets and
liabilities of the umit are recognized in their carrying amounts for the
highest level of the shared controlling influence {meaning Getinge AB).

Since not only legal entities were transferred in connection with the
formation of the Arjo Group, the following considerations were made in
the preparation of the financial statements, in addition to the policies
used for determining which assets, liabilities, income, expenses and
cash flows were to be included in the consolidated financial state-
ments:

Allocation of income and expenses

A prerequisite for preparing these financial statements 1s that income
and expenses, and assets and liabilities, are based on items that can be
identified for the comparative period and up until the spin-off since the
company was not a legal Group during these periods. Getinge AB has
applied internal cost alfocations whereby central expenses, including
IT and HR functions and other group staff function expenses, were
debited to the respective units, which means that related expenses for
Arjo have been included in these financial statements.

Remuneration of senior executives

No separate disclosures on remuneration of senior executives are
presented for the period before April 1, 2017 since no management
team of Arjo had been appointed prior to April 1, 2017, Board fees were
paid from 2017, which is why no comparative figures were recognized
for 20%6.

Pension commitments

The majority of the pension commitments and related plan assets
were recognized by each legai entity in Arjo for ail periods, and were
calculated in accordance with the policies presented below. Pension
commitments and the fair value for directly attributable plan assets for
these pension commitments were recognized in the financial state-
ments based on the caleulated commitments in accordance with JAS
19. Pension commitments and assets for which consent for transfer is
required from a government authority or another party were included.
Costs and remeasuremnent effects related to these commitments are
reflected in the financial statements.

Derivatives and hedge accounting

Arjo's commercial flows untif the spin-off were hedged in accordance
with Getinge's finance policy via internal reporting for future flows,
which in turn have been hedged by Getinge AB’s treasury function. This
function has handled all of Getinge Group's derivatives and hedging
relationships regarding commercial flows and net investments. The
derivatives and the hedge reserve attributable to Arjo regarding cash-
flow hedges have been included in these financial statements. Since
the derivatives have not been directly regulated, they are recognized as
transactions with owners, Net investments were not hedged before the
spin-off,

Financial expenses and capital structure

Financial expenses charged to the entities in Arjo for 2016, and for the
period until the spin-off, are based on actual borrowing and interest
expenses in relation to Getinge's central treasury function and any
external borrowing in the individual entities. Arjo’s historical capital
structure has not reflected that of a separate, listed entity since it has
primarily been financed internally, Arjo’s definitive capital structure
was determined when Getinge distributed Arjo.

Income tax

As a result of Getinge being able to equalize tax between entities via
Group contributions and similar methods, the entities comprising Arjo
have not historically been levied tax as if they were an independent
group.

Accordingly, tax in these combined financial statements is recog-
nized based on the taxable earnings of the entities and the Group's
opportunities te equalize tax via, for example, Group contributions.
Tax equalization that has taken place between Arjo and other Getinge
companies has been recognized as a transaction with owners.

Earnings per share

The calculation of earnings per share in these financial statements is
based on the average number of shares outstarnding that existed when
Arjo was distributed, which amounts to 272,369,573 shares. This is
deermed to be more relevant since the intention is to reflect the share
structure that existed in Arjo in connection with the distribution of Arjo
from Getinge.

Elimination of transactions in Arjo

Receivables, liablities, income, expenses, and unrealized gains and
losses arising between entities in Arjo are ebminated in their entirety.
Unrealized losses are eliminated in the same manner as unrealized
gains, but only insofar as no impairment 1srequired, Arjo has had a
number of transactions with Getinge companies, and pricing compled
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NOTES

NOTE 1 CONTINUED

with Getinge Group’s transfer pricing policy. For additional information
on transactions between Arjo and Getinge, see Note 25 Transactions
with related parties.

Accounting and measurement policies
The basis for preparation of Arjo's combined financial statements is
presented above.

The financial statements are presented in Swedish kronor (SEK).
Unless otherwise stated, all amounts are given in miilions of Swedish
kronor (SEK M), Figures in parentheses pertain to operations in 2016,
unless otherwise specified.

Significant estimates and assessments

To prepare the financial statements in accordance with iFRS, the
company management is required to make assessments and assump-
tions that affect the recognized amounts of assets and liabilities and
other information in the financial statements as well 2s the revenues
and expenses recognized during the period. Estimates, assessments
and assumptions are reviewed on a regular basis. The actual outcome
may diverge from these assessments, estimates and assumptions. The
Board of Directors and Arjo Management Team have deemed that the
following areas may have a significant impact on Arjo’s earnings and
financial position:

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

Goodwill and intangible assets with an indefimite useful life. The impair-
ment requirement for goodwill and other intangible assets with an
indefinite usefut fife is tested annuafly by Arjo in accordance with the
accounting policy described here in Note 1. The receverable amount for
cash generating units has been established through the measurement
of value in use. For these calculations, certain estimates must be made
(see Note 12).

Pension commitments. Recognition of the expenses for defined-benefit
pensions and other applicable retirement benefits is based on actuarial
valuations, relying on assumptions for discount rates, future salary
increases and expected inflation. In turn, the discount rate assumptions
are based on rates for high-quality fixed-interest investments with
duratiens stmilar to the pension plans (see Note 21).

Obsolescence reserve. Inventories are recognized at the loewer of cost
according to the first in/first out principle, and net realizable vaiue.
The value of inventories I1s adjusted for the estimated decrease in value
attributable to products no longer sold, surplus inventories, physical
damage, lead times for inventories, and handling and sales overheads.
If the net realizable value is lower than the cost, a valuation reserve I1s
established for inventory obsclescence (see Note 13).

Deferred tax. The measurement of loss carryforwards and the com-
pany's ability to utihze unutilized loss carryforwards is based on the
company‘s assessments of future taxable income in various tax juris-
dictions and includes assumptions regarding whether expenses that
have not yet been subject to taxation are tax deductible. Deferred tax
is recognized in profit and loss unless the deferred tax is attributable
to items recognized in other comprehensive Income, in which case the
deferred tax is recognized together with the underlying transaction in
other comprehensive income (see Note 13).
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Subsidiaries

Subsidiaries are all companies (including structured entities) over
which Arjo exercises a controlling influence, Arjo controls a company
when it is exposed to or has the right to variability of returns from its
holding in the company and can affect these returns through its influ-
ence aver the company.

Foreign currencies

Functional currency, Transactions in foreign currencies are translated to
the functional currency of the financial statements according to the ex-
change rate on the date of the transaction. Receivables and liabilities in
foreign currencies are measured at the closing day rate, and unrealized
currency gains and losses are included in profit and loss. Exchange-rate
differences attributable to operating receivables and liabilities are
recognized as cost of goods sold. Exchange-rate differences regarding
financial assets and liabilities are recognized under “Other financial
items.”

Translation of foreign operations, Arjo applies the current method

for translation of foreign subsidiaries’ balance sheets and income
statements. This means that all assets and liabilities in subsidiaries are
translated at the closing day rate, and all income statement items are
translated at average annual exchange rates. Translation differences
arising in this context are due to the difference between the income
stalement’s average exchange rates and closing day rates, and to the
net assets being translated at a different exchange rate at year-end
than at the beginning of the year. Translation differences are recog-
nized under other comprehensive income. The total transtation differ-
ences in conjunction with divestments are recognized together with the
gain/loss arising from the transaction.

Revenue recognition

Sales include products, services and leasing, excluding indirect sales
tax and discounts provided. Income is recognized when essentially all
risks and rights connected with ownership have been transferred to the
buyer. This usually occurs in connection with delivery, after the price
has been determined and collection of the receivable is appropriately
secured. If delivery of finished products is postponed at the buyer's
request, but the buyer assumes the proprietary rights and accepts the
invoice (a “bill and hold” sale), income is recognized when the propri-
etary rights are transferred. Income is normally recognized once the
buyer has accepted delivery and after instalfation and final inspection.
However, income is recoghized immediately after delivery if the instal-
lation and fina! inspection are of a simple nature, and after establishing
provisions for estimated residual expenses. Income recognition for ser-
vices takes place as and when the services are performed. Income from
leasing 1s allocated to a particular pertod over the term of the lease.
Interest income is recognized continuously and dividends received are
recognized after the right to the dividend is deemed secure. Internal
sales are eliminated from the financial statements. For larger assign-
ments extending over more than ene accounting period, where the out-
come can be measured in a reliable manner, Income and expenses are
recognized in relation to the degree of completion of the assignment on
the clasing date, The degree of completion of an assignment is estab-
lished in a ratio between accrued assignment costs for work completed
on the closing date and the calculated total assignment costs, except in
those instances this does not correspond to the degree of completion.
Changes in the scope and claims of the assignment are included only

if there |s an agreement with the customer. When the outcome of an
assignment cannot be calculated in a reliable manner, only the amount
corresponding to the acerued assignment costs that will probably be
paid by the client is recognized as revenue. Other accrued assignment
costs are recognized as costs in the period in which they occur, If it 1s
probable that the total amount of accrued assignment costs will exceed
total revenue from the assignment, the expected loss 1s promptly rec-
oghized as a cost in its entirety.



NOTE 1 CONTINUED

Government grants

Government grants are measured at fair value when it is probable that
the terms associated with the grants will be met and that the grants
will be received. Government grants relating to costs are recognized

n profit and loss. The income is recognized in the same period as

the cost that the grants are intended to compensate. Government
grarnts relating to the acquisition of assets reduce the assets’ carrying
amounts. Grants affect recognized earnings over the assets’ usefu! life
by reducing depreciation.

Financial income and expenses

Financial income and expenses include interest income on bank depos-
its and receivables, interest expenses on loans, income from dividends,
unrealized and realized profits and losses on financial investments,
exchange-rate differences, and the change in value of derjvative
instruments used in financial activities, Borrowing costs in conjunction
with the raising of loans are recognized as part of the loan to which they
pertain and are charged to profit during the term of the loan.

Intangible assets

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

Other intangtble assets. Other intangible assets tomprise capitalized
development costs, customer relationships, technical know-how,
trademarks, agreements and other assets. Intangible assets are
recagnized at cost with deductions for accumulated amortization

and any impairment. Amortization is applied proporticnally over the
asset’s anticipated useful life, which usually varies between three and
15 years. Acquired intangible assets are recognized separately from
goodwill if they fulfill the criteria for qualifying as an asset, implying
they can be separated or they are based on contractual or other legal
rights and that their market value can be estabhished in a reliable
manner. intangible assets that are recognized separately from goodwill
in acquisitions of operations include customer relationships, technical
know-how, trademarks, agreements, etc. Acquired intangtble assets
are measured at market value and amortized on a straight-line basis
over ther anticipated useful life. The useful life can, in certain cases,
be indefinite, These intangible assets are not amorbtized, Instead they
are subject to an iImpairment test at least every year or more often if
there is an indication that there could have been a decrease in value,
Costs for development, whereby research results or other knowledge
is applied to produce new products, are recognized as an asset in

the balance sheet to the extent that these products are expected to
generate future financial benefits. These costs are capitalized when
management deems that the product is technically and financially via-
ble, which is usually when a product-development project has reached
a defined milestone in accordance with an estabhished project model,
The capitalized value includes expenses for material, direct expenses
for salaries and indirect expenses that can be assigned to the assetin a
reasonable and consistent manner. In other cases, development costs
are expensed as they arise. Research costs are charged to earnings

as they arise. Capitalized expenses are amortized on a straight-line

NOTES

basis from the point in time at which the asset is put inte commercial
operation and during the asset’s estimated useful life. The armortization
period is between three and 15 years.

Tangible assets

Properties, machinery, equipment and other tangible assets are
recoghized at cost, with deductions for accumulated depreciation and
any impairment, The cost includes the purchase price and expenses
directly attributable to the asset to bring the asset to the site and in the
working condition for its intended use, Examples of directly attribut-
able expenses included in the cost are delivery and handling costs,
installation, legal services and consultancy services, Assets provided
to the company in conjunction with the acquisition of new subsidiaries
are recognized at market value on the acquisition date. Depreciation is
conducted straight line. The value in the balance sheet represents the
acquisition cost with deduction for accumulated depreciation and any
impairment. Land 1s not depreciated since it is deemed to have an in-
finite economic life. However, the depreciation of other assets is based
on the following anticipated useful lives.

Class of assets Depreciation, number of years
Land 40-50
Buildings 10-50
Machinery 5-25
Equipment 10
Production tools 5
Equipment for leasing 5
Cars 4
Computer equipment 3

Tangible assets comprising parts with different useful ives are treated
as separate components of tangible assets. Standard maintenance and
repair costs are expensed during the periods in which they arise. More
extensive repair and upgrading costs are capitalized and depreciated
over the item’s remaining anticipated usefu] life, Capltal gains/losses
are recognized under “Other operating income/expenses,”

Leasing. Arjo as a lessee
Financial leases. Arjo has no material financial leases as 4 lessee.

Operating leases. Leasing of assets whereby the lessor essentially
rernains the owner of the asset s classified as operating leases, and
payments made according to operating lease contracts or rental agree-
ments are expensed proportionally during the lease or rental period,
respectively. Any compensation, according to agreement, that the
lesseeis obliged to pay to the lessor if the leasing contract is terminat-
ed prematurely is expensed during the period in which the contract 1s
terminated.

Leasing. Arjo as a lessor

Leasing agreements are defined in two categories, operational and
financial, depending on the financial significance of the agreement.
Operational leasing agreements are recognized as non-current assets.
income from operating leases is recognized evenly over the lease term.
Straight-line depreciation is applied to these assets in accordance

with the undertakings and the depreciation amount is adjusted to
correspond with the estimated realizable value when the undertak-

ing expires. The estimated impairment requirement 1s immediately
charged to profit and loss, The products’ estimated realizable value

at the expiration of the undertaking is centinuously followed up on an
individual basis, Financial ease agreements are recognized as non-cur-
rent and current receivables, Payments received from financial leasing
agreements are divided between interest income and depreciation of
receivables.
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NOTE 1 CONTINUED

Imnpairment

At the end of each accounting period, the carrying amount of the assets
is assessed to determine whether there is any indication that impair-
ment is required. If there is such an indication, the asset’s recoverable
amount 15 established. The recoverable amount is deemed te be the
higher of the asset's net realizable value and its value in use, for which
the impairment loss is recognized as soon as the carrying amount
exceeds the recoverable amount. Previously recognized impairment on
other intangible assets and tangible assets are reversed if the recov-
erable amount 1s deemed to have increased, although the impairment
is not reversed to an amount greater than what the carrying amount
would have been if no Impairment had been recognized in earlier years.
Recognized impairments of goodwill are not reversed.

Inventories

Inventories are measured at the lower of cost and production value,
according to the first in/first out (FIFO} principle, and net realizable
value. Inventories include a share of indirect costs related to this. The
value of finished products includes raw materials, direct work, other
direct costs and production-related expenses including depreciation,
The net realizable value is calculated as the estimated sales price less
estimated completion and selling expenses. An assessment of obsoles-
cence in inventories is conducted on an ongoing basis during the year.
The value of inventories is adjusted for the estimated decrease in value
attributable to products no longer sold, surplus inventories, physical
damage, lead times for inventories, and handling and sales overheads.
If the net realizable value is lower than the cost, avaluation reserve is
established for iInventory obsolescence,

Accounts receivable

Accounts receivable are financial assets that are not derivatives,

with fixed or determinable payments that are not quoted on an active
market, Accounts receivable are initially measured at fair value and in
the subsequent periods at amortized cost using the effective interest
method, less any reserve for decline in value. A reserve for decline

in value of accounts receivable is established when there 15 objective
evidence that the Group will not receive all of the amounts that are due
under the original terms of the receivable. The amount of the reserve
comprises the difference between the carrying amount of the asset
and the present value of the estimated cash flows, discounted by the
effective interest of the receivable. The carrying ameunt of the asset

is reduced by using a provision for depreciation. When a receivable
cannot be collected, it is derecognized from the provision for deprecia-
tion for accounts receivable. Recovery of amounts that were previously
derecognized was credited to the item selling expenses in the Income
statemnent.

Financial instruments

A financial asset or financial liability 15 recognized in the balance

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

Financial instrurments are recoghnized at amoruzed cost or fair value,
depending on the initial classification according to |AS 39 (see pages
77-80). At the end of each accounting period, the company assesses
whether there are objective indications that a financial asset or group
of financial assets reguires impairment.

Further information about financial instruments ¢an be found in Note
14 Accounts receivable and Note 26 Financial risk management.
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Financial assets measured at fair value in profit and loss. Financial assets in
this category comprise derivatives. They are included in current assets
if they are expected to be settled within 12 months of the end of the
reporting period, otherwise, they are classifted as non-current assets.
All derivatives are measured at fair value in the balance sheet. Changes
in faw value are recoghized as a component of other comprehensive
income insofar as they are part of 2 hedging relationship that qualifies
as hedge accounting. They are reversed to profit and loss when the
hedged transaction occurs, at which point they are recognized as part
of gross profit.

Loan receivables and accounts receivable, Assets in this category
<omprise non-current financial receivables, accounts receivable and
other current receivables. They are included in current assets with the
exception of iterns that fall due more than 12 months after the end of
the reporting period, which are classified as non-current assets. Assets
in this category are initially measured at fair value including transaction
costs.

After the acquisition date, they are recognized at amortized cost us-
ing the effective interest method. Accounts receivable are recognized
in the amounts that are expected to he received after deductions for
doubtful receivables, which are assessed on a case-by-case basis. The
expected term of accounts receivable is short, which 1s why amounts
are recognized at nominal values without discounting.

Any impairment of accounts receivable is recognized in operating
expenses.

Cash and cash equivalents. The major portion of cash and cash equiva-
lents comprises cash funds held at financial institutions, and only a mi-
nor portion comprises current liguid investments with a term fram the
acquisition date of less than three months, which are exposed to anly
an insignificant risk of value fluctuations. Cash and cash equivalents
are recognized at nominal amounts, which are equivalent to fair value.

Other financial liabilities, This category includes liabilities to Getinge's
Group companies, accounts payable and other current fiabilities.
Non-current liabilities have an expected term longer than one year
while current liabtlities have a term of less than ene year. Items in this
category are initially measured at fair value and in the subsequent
periods at amortized cost using the effective interest method.

Hedge accounting. For derivative instruments or other financial instru-
ments that meet hedge-accounting requirements under the cash-fiow
hedging method or hedging of net investments in foreign operations
method, the effective component of the value change is recognized in
other comprehensive income. Accumulated value changes from cash-
flow hedges are reversed from shareholders’ equity to profit and loss at
the same time as the hedged item impacts profit and loss. Accumulated
value changes from the hedging of net investments in foreign cpera-
tions are reversed from shareholders’ equity to profit and loss when the
foreign operation is divested in full or in part. The effect of the hedge is
recognized on the same line as the hedged item.

Fair value. The fair value of derivative instruments was calculated using
the most reliable market prices available. This requires all instruments
that are traded in an effective market, such as currency forward
contracts, to be measured at marked-to-market prices. Arjo has no
Instruments for which no reliable prices were available in the market.
Translation to SEK is conducted at the ¢losing day rate, Additional
information can be found in Note 26 Financial risk management.

Remuneration of employees

Recognition of pensions. Arjo has both defined-contribution and de-
fined-benefit pension plans, of which some have assets in specral funds
or similar securities. The plans are usually financed by payments from
the respective Group companies and the employees. Arjo’s Swedish
companies are generally covered by the ITP plan, which does not
require any payments from employees.



NOTE 1 CONTINUED

Defined-benefit plans. Pension expenses fer defined-benefit plans are
calculated using the Projected Unit Credit Method in a manner that
distributes expenses over the employee's working life, The calculation
is performed annually by independent actuaries. These commitments
are measured at the present value of expected future payments, with
consideration for calculated future salary increases, utihzing a discount
rate corresponding to the interest rate of first-class company or
government bonds with a remaining term that is almost equivalent to
the actual commitments. Arjo’'s net liabilities for each defined-benefit
plan {which is also recognized in the balance sheet), comprises the
present vaiue of the obligation less the fair value of the plan assets.

I the value of the plan assets exceeds the value of the obligation, a
surplus arises, which is recognized as an asset. The recognized asset
value is limited to the total of costs related to services rendered during
previous periods and the present value of future repayments from the
plan, or reductions in future contributions to the plan. The actuarial
assumptions constitute the company's best assessment of the different
variables that determine the costs of providing the benefits. When
actuarial assumptions are used, the actual results could differ from the
estimated results, and actuarial assumptions change from one period
to another. These differences are recogrized as actuarial gains and
losses. Actuarial gains and losses are recognized in other comprehen-
sive income for the period in which they are incurred,

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

Defined-contribution plans. Defined- contribution plans are plans in
which the company pays fixed fees to a separate legal entity and does
not have any legal or informal obligation to pay additional fees. Arjo’s
payments for defined-contribution plans are recognized as expenses
during the period in which the employees perform the services that the
fee covers. The part of the Swedish TP plan concerning family pension,
disability pension, and employment group life insurance financed by in-
surance with Alecta is a defined-benefit pension multi-employer plan.
For this pension scheme, according te |AS 19, a company is primarily

to recognize its proportionate share of the defined-henefit pension
commitment and the plan assets and expenses associated with the
pension plan. The financizl statements are also to iInclude disciosures
required for defined-benefit pension plans. Alecta is currently unable
to provide the necessary information and therefore the above pension
plans are recognized as defined-contribution plans in accordance with
itern 30 of 1A5 19. This means that premiums paid to Alecta will alsc be
recognized on an cngoing basis as expenses in the period to which they
pertain.

Provisions

Brovisions are recognized when Arjo has a legal or informal obliga-
tion as a result of past events and it 1s probable that payment will be
required to fulfifl the commitment and if a reliable estimation can

be made of the amount to be paid. Pensions, deferred tax labilities,
restructuring measures, guarantee commitments and similar items are
recognized as provisions In the balance sheet. Provisions are reviewed
at the end of each accounting period.

Contingent liabilities

Contingent liabilities are commitments not recognized as liabilities/
provisions either because it is not certain that an outflow of resources
will be required to regulate the commitment or because it is not possi-
ble to make a reliable estirmate of the amount,

NOTES

Income taxes

Arjo's income tax include taxes on Group companies’ profits recog-
nized during the accounting period and tax adjustments attributable
to earlier periods and changes in deferred taxes. Measurement of all
tax liabilities/receivables is conducted at nominal ameunts and in ac-
cordance with enacted tax regulations and tax rates or those that have
been announced and will almost certanly be adopted.

Tax is recognized directly in other comprehensive income and share-
holders’ equity if the tax is attributable to items that are recognized
directly in comprehensive income and shareholders’ equity. Deferred
tax is calculated to correspond to the tax effect arising when final tax
is determined. Deferred tax corresponds to the net effect of tax on all
existing differences between fiscal and carrying amounts of assets
and liabilities by applying applicable tax rates. Temporary differences
primarily arise from the depreciation of properties, machinery and
equipment, the market valuations of identifiable assets, liabilities and
contingent liabilities in acquired companies, the market valuation of
investments classified as available-for-sale and financial derivatives,
gains from intra-greup Inventory transactions, untaxed reserves and
tax loss carryforwards, of which the latter is recognized as an asset
only to the extent that it is probable that these loss carryforwards will
be matched by future taxable profits. Deferred tax habilities pertaining
to tempoerary differences that are attributable to iInvestments in sub-
sidiaries and affiliates are not recognized, since the Parent Company, in
each instance, can control the pomnt in ime of reversal of the temporary
differences and a reversal in the foreseeable future has been deemed
improbable.

Segment reporting

Arjo’s operations comprise one operating segment, which is why only
the disclosures in Note 3 are presented. The reporting of operating
segments corresponds to the internal reporting submitted to the chief
operating decision maker, This function in Arjo was identified as the
CEO.

Cash-flow statement

Cash-flow statements are prepared in accordance with |AS 7 State-
ment of Cash Flows, indirect method. The cash flows of foreign Group
companies are translated at average exchange rates, Changes in the
Group structure, acquisitions and divestments are recognized net,
excluding cash and cash equivalents, under “Acquired operations” and
“Divested operations” and are included in cash flow from investing
activities.

Dividend

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

Alternative performance measures

Alternative performance measures are presented in this report to mon-
itor Arjo’s operations, the primary measures being adjusted EBITDA,
cash conversion and net debt/equity ratio. Definitions and reconcilia-
tions of the alternative performance measures are presented on pages
95-98,

New 1ting policies applied by Arjo in 2017

No standards, amendments or interpretations effective from the fiscal
year beginning on January 1, 2017 had a material impact on Arjo’s
financial statements.

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

A number of new standards and interpretations will come into effect
for fiscal years beginming on January 1, 2018 and were not applied when
preparing these financial staterments. None of these are expected to
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NOTE 1 CONTINUED

have any material impact en Arjo's financial statements with the excep-
tion of the following:

IFRS $ Financial instruments
IFRS 9 Financial Instruments addresses the classification, measure-
ment and recognition of financial assets and liabilities. The complete
version of IFRS 9 was issued in June 2014, It replaces the elements
af IAS 39 related to the classification and measurement of financial
instryments. IFRS 9 retains a mix valuation approach but simphfies
the approach in certain respects. There will be three measurement
categories for financial assets: amortized cost, fair value through
ather comprehensive income and fair value through profit and loss.
The classification of an instrument 1s to be based on the company's
business model and the characteristics of the instrument. Investments
in equity instruments are to be measured at fair value through profit
and loss, although there is also the option of measuring the instrument
at fair value through other comprehensive income at initial recognition.
The instrument will then not be reclassified to profit and loss when
divested. IFRS 9 also introduced a new model for calculating a reserve
based on expected credit losses. Classification and measurement are
not changed for financial liabilities except in cases when a liability is
measured at fair value through profit and loss based on the fair value
option. Changes in value attributable to changes in own risk are then to
be recognized in other comprehensive income, IFRS 9 reduces require-
ments for applying hedge accounting by replacing the 80-125 criterion
with requirements for an economic relationship between the hedging
instrument and the hedged item, and that the hedge ratio 1s the same
as that actually used in risk management. The rules concerning hedg-
Ing documentation are also changed compared with |1AS 39, IFRS S has
been adopted by the EU and is to be applied in fiscal years beginning on
January 1, 2018. Arjo has evaluated the effect of introducing the stan-
dard. The new rules will not impact the classification and measurement
of matenal financial instruments, in the form of accounts receivable,
accounts payable, liabilities to credit institutions and receivables
and liabilities to Group companies, in the financial statements. All
above-mentioned matenal items are recognized at amortized cost and
will continue to be recognized according to this approach under IFRS 5.

The assessment of write-down is that reserves for expected losses
will not be changed. Given the fact that the Group's customers have
high credit ratings and confirmed customer losses have historically
been Jow, it has been assessed that the rules on impairment will not
have a material impact on the Group's financial position.

Hedge accounting is applied to currency forward contracts held
for managing currency exposure that arises during operations, The
introeduction of the new standard is not deemed to entail any changes
to existing accounting pelicies for such hedges, which is why Arjo's
financial position will not be impacted.

Arjo will apply the standard as of January 1, 2018,

{FRS 15 Revenue from Contracts with Customers

IFRS 15 Revenue from Contracts with Customers regulates recogni-
tion of revenue, IFRS 15 is based on principles aimed at providing the
users of financial statements with more relevant disclosures about the
company's revenue. The expanded disclosure requirements entail that
infermation is to be provided on the nature, timing and uncertainty of
revenue, and cash flows arising from a contract with a customer, Under
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IFRS 15, revenue Is to be recognized when the customer passes control
of the sold good of service and is able to use or benefit from the good
or service. IFRS 15 replaces |AS 18 Revenue and 1AS 11 Construction
Contracts and associated SIC and IFRIC. IFR5 15 comes into effect on
January 1, 2018, Early adoption 1s permitted. The standard has been ad-
opted by the EU, Arjo has evaluated the standard and the analysis indi-
cated that the current income recognition policies are compatible with
IFRS 15, Accordingly, Arjo's assessment is that the standard will not
have any material impact on the financial statements. Parts of Arjo's
income flows pertain to rental income that is not encompassed by IFRS
15 and thus will not be impacted by the introduction of the standard,

However, IFRS 15 will not entail any new disclosure requirements.
The standard will be applied as of January 1, 2018,

IFR5 16 Leases

IFRS 16 Leases was published by the IASB in January 2016. The stan-
dard regulates recognition of leasing and will replace the |1A5 17 Leasing
agreements along with the accompanying interpretations IFRIC 4,
51C-15 and SIC-27. The standard requires assets and labilities attribut-
able to all ieasing agreements, with a few exceptions, to be recognized
in the balance sheet. This recognition is based on the view that the
lessee 15 entitled to use an asset over a specific time period, while also
having a duty to pay for this entitiement. Recognition for the lessor will
for the most part be unchanged. The standard is applicable te fiscal
years beginning on or after January 1, 2019, Early adoption s permitted.
The EU has adopted the standard.

Arjo has commenced work to analyze the effect that IFRS 16 wiil
have on the consolidated financial statements. Arjo will review all of
its contracts to determine whether there are additional contracts that
will now be considered to be leases under the new definition in IFR5 16,
and to verify the lease terms. This will subsequently be guantified and
recognized in the company's balance sheet. Cornmitments that exist
regatding operating leases are described in Note 18.

Aro has not yet decided which transition rule te apply.

Arjo will also analyze additional disclosure requirements and the
impact this will have on the information that needs to be collected. IFRS
16 witl be applied as of January 1, 2019.

None of the IFRS or IFRIC interpretations that have yet to come into
legal effect are expected to have any significant impact on Arjo.



Note 2 Net sales per revenue
classification

SEK M 2017 2016
Product sales 4,328 4,428
$pare parts 640 663
Service assignments 736 769
Leasing 1,984 1,948
Total 7.688 7808

Note 3 Segment reporting

N

OTES

Arjo's operations comprise one operating segment. Net sales, intangible assets and tangible assets are presented below for the segment by geo-
graphic area. Net sales are based on the customer’s domicile and assets are based on the domicile of the Arje company. The Group has no single

cystomer that accounts for 10% or more of the Group's sales.

Intangible assets and

Net sales tangible assets
North America 2,8%9 2,905 1,699 1,806
of which, US 2,242 2,331 L116 1,201
Western Europe 3.74% 3,759 5,498 5,376
of which, UK 992 1,116 3,715 4,537
of which, Sweden 78 78 835 149
Rest of the World 1120 1,144 571 591
Yotal 7,688 7.808 7,768 7773
Note 4 Costs by cost category
SEKM 2017 2016 SEK M 2017 2015
Costs by cost category Amortization, depreciation and
ite-d
Salaries and remuneration -2,230 -2,185 write=downs
. . Cost of goods sold -425 -403
Social security expenses =416 =361
i -12 -135
Pension expenses -106 -109 Sefling expenses
o N Administrative expenses 100 -12&
Amortization and impairment of
intangible assets -315 -366 Research and development costs -4 -3
Depreciation and impairment of Restructuring and integration costs -74 -83
tangible assets -400 -389
Total -5 =755
Goods ond services -3,958 -3,659
Total -7,425 -7,.069
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Note 5 Employee costs

2017
Group, SEK M Board and CEOV Other Total
Sclaries and remuneration 75 2,155 2,230
Social security expenses 13 403 416
Pension expenses 5 10 106
Total 93 2,659 2,752
1} Pertains to remuneration of Board and CEC of subsidiaries in the Group.
Average number of employees
2017
SEK M Men Women Total
Australia 164 60 224
Belgium 50 21 7
Denmark 27 12 39
Dominican Republic 130 417 547
France 35 8 413
United Arcb Emirates 7 2 9
Nethertands 94 60 154
Hong Kong n 8 9
Indic 100 29 129
Ireland 25 3 28
ltaly 92 34 126
Canada 233 1né 349
China 223 4 3564
Norway 7 4 "
New Zealand 30 8 38
Poland 263 433 696
Switzerland 36 9 45
Singapore 32 n 43
Spain 9 [} 15
UK 723 318 1,041
Sweden 59 61 120
South Africa 53 25 78
South Korea 3 - 3
Czech Republic 8 5 13
Germany 283 76 359
USA 642 181 823
Austria 82 4 96
Total 3,701 2,152 5,853
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Board and CEQ"

Men
143
54
27
99
297

82

223
72
89

218

247

25
2469
36
28

672
57
54

am
674
103
3,795

2016

2016

Women
51

24

15

353

192
18
1,968

Other
43 2122
353

4 105
75 2,580

Tatal
2,185
3
109
2,655

Total
194
78
42
452
390

137

248
?3
128
318
369

30
662
49
41

251
103
81

369
846
121
5,763



NOTE 5 CONTINUED

Distribution of senior executives at the closing date, %

Arjo did not exist as an operating entity in Getinge, which is why
information about the gender distribution among senior executives and
Board members is not presented for the comparative year 2016,

NOTES

Gender distribution

Women:

Board members 16%

Other members of the company's management, incl, CEQ 30%

Men:

Board members 84%

Other members of the company’s management, incl, CEQ 70%

Remuneration and other benefits for senior executives in 2017, SEK 000s
Variable Pension
Board fae" Basic pay  remuneration Other benefits expenses Total

Chairman of the Board 1,676 1,676
Board members 2,582 2,582
CEO 4,667 630 77 1,400 6,774
Other senior executives, employed in the
parent company 6,082 2,387 255 1,487 10,211
Other senior executives, employed in
other group companies 6,496 2,614 1,665 708 11,483
Total 4,258 17,245 5,63 1,997 3,595 32,7246

13 Also includes fees far work on Board Cornmittees. Remuneration of the Chairman of the Board 1s invoiced via the Chairman’s own company, which is the reason that the
amount above includes social security contributions For other Board members, the remuneration is the amount expensed during 2817 For a presentatien of fees per

Board member, see Corporate governance on page 45

Comments on the table

Remuneration of CEQ loacim Lindoff refers to the period May 1-De-
cember 31, 2077. Remuneration of Jonas Lindgwist refers to the period
April 28-December 31, 2017, Remuneration of Jan Andersson refers to
the period September 15-December 31, 2017. For other member of the
Arjo Management Team, remuneration refers to the period April1-De-
cember 31, 2017.

Remuneration of senior executives

Principles: The 2017 AGM established guidelines for remuneration to
senjor executives, primarily entailing the following: Remuneration and
other employment terms and conditions for senior executives is to be
market-based and competitive in every market where Arje is active so
as to attract, motivate and retain skilled and competent employees.

The Annual General Meeting decides on remuneration to the Chair-
man of the Board and Board members, Employee representatives do
not receive Board remuneration. Remuneration to the CEQ and other
senior executives comprises basic pay, variabie remuneration, other
benefits as well as pensions. Other sentor executives comprise the
individuals, who together with the CEQ, comprise the Arjo Manage-
ment Team. For the Management Team's structure, see pages 48-49.
The allocation between basic pay and variable remuneration should be
proportionate to the executive's responsibility and authority. The CEQ's
variable remuneration is a maximum of 60% of basic pay.

Variable remuneration: Variable remuneration is imited to a max-
imurmn amount and linked to predetermined and measurable criteria,
designed with the aim of promoting the company's long-term value
creation. No variable remuneration will be paid if profit before tax s
hegative. The CEQ's bonus for 2017 was based on financial targets
set by the Board. The performance-based annual bonus for the CEQ 15
not to exceed 60% of fixed annual salary. For other senior executives,
bonuses for 2017 were based on a combination of financial targets and
individual goals, The performance-based annual bonus for other senior
executives is not te exceed 50-70% of fixed annua! salary (depending
on function and geographic placement).

Pensions: The CEQ is entitled to a pension from the age of 65. The
pension is premium based and amounted to 30% of bastc pay. The

« Variable remuneration refers to the 2017 fiscal year's expensed
bonus, which will be paidin 2018.

« Other benefits refer te company car, healthcare insurance and
accommodation benefits.

= Other senior executives pertains to remuneration to members of
the Arjo Management Team, other than the CEC (9 indivitduals)

age of retirement for other senior executives is also 65. These pension
agreements are premium based. Pension agreements have been signed
in accordance with local legislation in the country where the executive
resides.

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

Drafting and decision-making process: During the year, the Remu-
neration Committee gave the Board its recommendations concerning
policies for the remuneration to senior executives. The recommenda-
tions included the proportion between fixed and variable remuneration,
the size of possible pay increases and proposed criteria for assessment
of benus outcomes. The Board discussed the Remuneration Commit-
tee's proposals and decided in line with the Remuneration Committee's
recommendations. Remuneration of the CEQ for the 2017 fiscal year
was decided by the Board taking into account the Remuneration Com-
mittee’s recommendations. Remuneration of other senior executives
was decided by the CECQ in consultation with the Chairman of the
Board. During 2017, the Remuneration Committee was convened on
four cccasions.

In addition to the aforementioned variable remuneration, adopted
share or share-related incentive programs may be included. The aim 1s
that such a program will help to attract and retain highly skilled manag-
ers, while it makes the Management Team of Arjo AB shareholders of
the company, which I1s considered to be animpertant and strong signal
for other shareholders.

ARJO ANNUAL REPORT 2017 45



NOTES

Note 6 Fees to auditors

SEK M 2017 2016
Fee to PwC

Fee and expense reimbursement

Auditing assignments -8 -7
Auditing activities other than

auditing assignments 0 -1
Tax consultancy services [ -2
Other services 0 -1
Total -8 -1

Ohrhings PricewaterhouseCoopers AB (PwC) has the auditing assign-
ment for the entire Group. Auditing assignments refer to statutory
auditing, meaning assignments required to issue the auditor’s report,
Auditing activities other than auditing assignments include the review
of interim reports and services in conjunction with the rssuance of
certificates and audit certificates. Tax consultancy services primarily
pertain to general tax matters concerning corporate tax. Other services
pertain to consultancy regarding financal accounting, internal control
and services in conjunction with acquisitions.

Note 7 Exchange-rate gains and losses, net

Exchoange-rate differences were recognized in profit and loss
according to the following:

SEK M 2017 2016
Cost of goods sold 72 -
Other operating income and
expenses o] -2
Financial items £ 3
Total 76
Note 8 Interest income and
other similar items
SEK M 2017 2016
Interest income 9 4
Currency gains 6 3
Total 15 7
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Note 9 Interest expenses and other
similar expenses

SEK M 2017 2016
Interest expenses -108 -115
Currency losses -1 -
Other -8 -2
Totat -n7 -1z
Note 10 Tax

Taxes, SEK M 247 2016
Current tax expense ~266 =129
Deferred tax 205 -52
Total -61 -181
The relctionship between the year's

tax exp and the recognized profit

before tox, SEK M

Recognized profit before tax 179 671
Tax according to current tax rate

in Sweden (22%) -39 -148
Adjustment for tax rates in foreign

subsidigries 12 -24
Adjustment of tax expenses from

earlier years 5 2
Tax effect of non-deductible costs -57 -30
Tax effect of non-taxable income 36 45
Adjustment for changed tax rates? -13 -
Changed value of temporary

differences -5 =21
Other [¢] -5
Recognized tax expense =61 =181

1} Due to the reduced tax rate in the US, the Group's tax loss carryforwards have

been remeasured



NOTE 10 CONTINUED

SEK M o7 2016

Deferred tax assets relate to the fol-
lowing temporary differences ond loss

carryforwards

Deferred tox assets relating to

Non-current assets 75 N
Financial receivables and derivatives ¢ 22
Current assets 115 58
Provisions 69 44
Loss carryforwards 90 14
Other 20 44
Offset -64 -65
Deferred tox assets 314 207

Deferred tax liabilities relate to the

following temporary differences

Deferred tax hubilities relating to.

Non=-current assets -149 -192
Financial receivables and derivatives -6 -
Current gssets -1 -1
Provisions -3 -2
Other -15 -28
Offset 44 &6
Deferred tax liabilities -138 -157
Maturity structure for loss

carryforwards

Due in more than 5 years 23 -
Neo due date 252 53
Total 345 53

In addition to the above-mentioned loss carryforwards, there are
further loss carryforwards of SEK M 52 not corresponding to reported
deferred tax assets, these are due within 4-5 years.

NOTES

Note 11 Earnings per share

Earnings per share before and after dilution amounted te SEK 0.43
(1.80). The calculation of earnings per share relating to the Parent
Company shareholders i1s based on the following information:

SEK M 2017 20146
Earnings {numerator)

Earnings relating to the Parent Compa-
ny shareholders, which form the basis
for calculation of earnings per share 18 490

Number of shares {denominator}

Weighted average number of erdinary
shares for caleulation of earnings per
share 272,369,573 272,369.573

The calculation of earnings per share in 2016 is based on the average
number of shares outstanding that existed when Arjo was distributed
n 2017. This is deemed to be more relevant since the intention is to
reflect the share structure that existed in Arjo in connection with the
distnibution of the Group.
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NOTES

Note 12 Intangible assets and tangible assets

Capitalized

development Customer Intangible
Goodwill Brands costs  relationships  assets, other

INTANGIBLE ASSETS
Cost, Jan 1, 2017 5,100 751 464 860 1,310
Investments - - n - 335
Sales/disposals - - - - -4
Reclassifications - - - - 21
Translation differences -10 -18 -29 -25 =13
Accumulated cost, Dec 31, 2017 4,990 733 706 835 1,649
Amortization and impairment, Jan 1, 2017 -133 -357 -308 -483 =741
Amortization for the year - -46 -65 -38 -92
Impairment - - - - -74
Sales/disposals - - - - 13
Reclassifications - - - - -
Translation differences 5 13 8 9 10
Accumuloted amortization ond impairment, Dec 31, 2017 -128 -390 -365 -512 -884
Closing carrying amount, Dec 31, 2017 4,862 343 an 323 765

Copitalized

development Customer Intangible
Goodwill costs  relationships  assets, other”

INTANGIBLE ASSETS
Cost, Jan 1, 2016 5150 820 756 825 286
Investments - - 68 - 68
Acquisitions 162 - - 39 -
Reclassifications - - =118 - M
Translation differences -212 -69 -42 -5 -33
Accumulated cott, Dec 31, 2016 5,100 751 664 860 1,310
Amortization and impairment, Jan 1, 2014 -143 ~346 -283 -449 -274
Amortizatien for the year - -45 -64 -54 -13
impairment - - - - -88
Reclassifications - - 22 - -287
Transiation differences 10 34 17 22 21
Accumulated amortization and impairment, Dec 31, 2018 -133 =357 =308 -483 -741
Closing carrying amount, Dec 31, 2014 4,967 394 356 7?7 569

1} Seme IT-related tangible assets were reclossified to intangble assets during the yeor.
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NOTES

NOTE 12 CONTINUED

Equipment,

Buildings and Plant and  tools, fixtures Equipment  Construction
land" machinery and fittings for leasing in progress

TANGIBLE ASSETS
Cost, Jan 1, 2017 379 229 753 4,034 27
Investments 3 14 72 402 30
Sales/Disposals -8 -27 ~-68 -434 -5
Reclassifications - - - - -21
Translation differences -1 0 -9 -121 0
Accumulated cost, Dec 31, 2017 383 216 748 3,881 A
Depreciation and impoirment, Jan 1, 2017 =132 =170 =586 -3.424 -
Depreciation for the year -14 -16 -65 -305 -
Sales/Disposols 1 14 63 418 -
Reclassifications - - - - -
Translation differences -2 -1 7 107 -
Accumulated depreciotion and impairment, Dec 31, 2017 -147 -173 -581 -3,204 -
Closing carrying amount, Dec 31, 2017 216 43 167 677 31

13 Of which, land amounted to SEX 10 M 1n 2017

Equipment,

Buildings and Plantand  tools, fixtures Equipment  Construction
land" machinery and fittings? for leasing in progress

TANGIBLE ASSETS
Cost, Jan 1, 2016 3469 206 1,608 3,873 13
Investments 2 7 28 128 24
Acquisitions - 15 13 12 -
Sales/Disposals =1 -2 -19 -396 =1
Reclassifications 4 -1 -837 258 -9
Translation differences 5 4 -40 159 0
Accumulated cost, Dec 31, 2016 379 22% 753 4,034 27
Depreciation and impairment, Jan 1, 2016 -17 -152 -774 -3,370 -
Depreciation for the year -14 =16 ~-74 -285 -
Acquisitions - -1 -6 - -
Sales/Disposals 1 1 15 370 -
Reclassifications - - 252 -16 -
Tronslation differences -2 -2 1 -123 -
Accumulated depreciation ond impairment, Dec 31, 2016 -132 -170 -586 -3,424 -
Closing carrying omount, Dec 31, 2016 247 59 167 610 27

1) Of which, land amounted to SEK 18 M in 2016
2) Sorme [T-reloted tangible assets were reclassified to intangible assets during the year.
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NOTES

NOTE 12 CONTINUED

Impuairment testing

2017 2016

Goodwill and intangible assets with an
indefinite useful life 4,906 5,012
Arjo has one cash generating unit and, accordingly, goodwill and
intangible assets with an indefinite useful life are tested for impairment
based on the Group's total amount.

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

Assumptions

The value in use of goodwill and other net agsets attributable to Arjo
was calculated based on discounted cash flows, A discount rate of
9.5% (9.9) before tax was applied when calculating the value in use,
Arjo bases the calculation on attained earnings, forecasts, business
plans, financial foerecasts and market data. Cash flow for the first three
years is based on a strategic plan established by the Arjo Manage-
ment Team, Future cash flow has then been assumed to have a growth
rate corresponding to 2% (2). This growth rate 1s based on the going
concern assumption and does not exceed long-term growth for the
industry as a whole. Based on the assumptions given above, the value
in use exceeds the carrying amount of the cash generating unit,

Sensitivity analysis

Sensitivity analyses of changes in growth rates and the discount rate,

which have a significant impact on the calculation of the discounted

cash flows, were performed in connection with impairment testing. The

sensitivity analyses revealed that the negative changes below would

not individually lead to an impairment requirement.

» Growth rate after year four decreases to 1% (1).

« Discount rate before tax increases by 1 percentage point to 10.5%
(10.9).

Intangible assets

There are a limited number of iIntangible assets, in the form of trade-
marks with a carrying amount of SEK 44 M (45}, for which the useful
life has been assessed as indefinite. For these trademarks, there is no
foreseeable limit for the time period during which the trademarks are
expected to generate net revenue for Arjo. The useful life for other in-
tangible assets is three to 15 years. For strategic acquisitions, the useful
life exceeds five years.
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Note 13 Inventories

SEK M 2017 216
Row materials 230 244
Work in progress 14 21
Finished products 860 779
Total 1,104 1,044

Of the Group's inventories, SEK 1,096 M (977) is measured at cost and
SEK 8 M {67) at net realizable value. At December 31, 2017, the Group’s
provisions for cbsolescence totaled SEK134 M (154).

Note 14 Accounts receivable

SEKM 2017 206
Accounts receivable before provisions 2,073 2,358
Provisions for doubtful receivables -175 -81
Total 1,898 2,277

Accounts receivable net, after provisions for doubtful receivables,
theoretically constitutes the maximum exposure for the calculated
risk of losses, Accordingly, the carrying amount of accounts receivable
represents the fair value. it is the Group’s opinion that there is no sig-
nificant concentration of accounts receivable to any single client.

A maturity analysis of accounts receivable 1s presented below:

SEKM 2017 2016
Not fallen due 1,079 1,453
Fallen due 1-5 days %7 167
Fallen due 6~30 days 160 198
Fallen due 31-60 days 158 134
Fallen due 61-90 days 83 51
Fallen due, more than 90 days 4946 355
Total 2,073 2,358

At December 31, 2017, the Group's provisions for doubtful receivables
totaled SEK 175 M (81). A maturity analysis of these accounts receiv~
able is presented below:

SEKM 2017 2016
Not fallen due -3 -4
Fallen due 1-5 days 0

Fallen due 6~30 days

Fallen due 31-60 days 0

Fallen due 61-90 days -1 -1
Fallen due, more than 0 days =174 =76
Total =175 -81



NOTE 14 CONTINUED

Recognized amounts, by currency, for the Group's accounts receivable
are as follows:

SEK M 2017 2016
EUR 543 57¢
ush 765 807
GBp 298 251
CAD 130 13¢
SEK 15 274
Other currencies 302 315
Total 2,073 2,358

Nate 15 Prepaid expenses
and accrued income

SEK M 207 2016
Actrued income &b 57
Prepaid rental expenses & &
Prepaid insurance expenses ¢ 10
Other 83 78
Total 164 1%

Nate 16 Shareholders’ equity

NOTES

Changes in provisions for doubtful receivables are as follows:

SEKM z;nz7 2016
At beginning of the year -81 -66
Provision for expected losses ~-15¢ -346
Confirmed losses 59 12
Payment made for reserved receivable 2 20
Acquisition of operations - -12
Transkation differences 4 1
Amount at year-end =175 -81

Specification of other reserves

Hedge reserve

SEK M 2017
Opening balance -78
Cash-flow hedges, change for the year 101
Tax an change for the year -22

Translation differences for the year

Hedge of net investment ofter tax

Clasing balance 1
Class of shares A -] Total
Quotient value per share Q.33 0.33

Number of shares
outstanding:

December 31, 2016 - 500,000 500,000
Split {3 1) - 1,000,000 1,000,000
Rights issue 18,217,200 252,652,373 270,869,573
December 31, 2017 18,217,200 254,152,373 272,349,573
Shares’ voting rights

in% 41.8 58.2 100.0

Translation reserve Total
-1 726 1,012 848 1,01
-99 101 -99
22 -22 22
-345 -286 -345 -2B6
37 - 37 -
-78 418 726 419 648

In accordance with the Articles of Association, the company's share
capital amounts to not less than SEK 75 M and not more than SEK

300 M. Whthin these limits, the share capital can be raised or lowered
without requiring an amendment to the Articles of Association. The
maximum number of shares 1s 600 million. One series A share carries
ten votes and one series B share carries one vote. Both classes of share
have the same quotient value, which is SEK 0.33. At December 31, 2017,
the company's share capital totaled SEK 91 M,

The registered share capital amounted to SEK 500,000 on December
31, 2016, distributed over 500,000 shares with a quotient value of
SEK 1 per share. According to the Articles of Association applicable

on December 31, 2016, the number of shares shall be not fewer than
500,000 and not more than 2,000,000, and the share capital shall not
be less than SEK 500,000 and not more than SEK 2,000,000,
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NCTES

Note 17 Unutilized overdraft facilities Note 18 Leasing
and credit facilities
Operating leases
Contracted, unutilized overdraft facilities amounted to SEK 758 M on
December 31, 2017. There are also granted, unutilized overdraft facili- SEK M 2017 2016

ties of SEK 243 M. Costs refating to

operating leases -279 -264

Leasing costs for assets held via operating leases, such as leased
premises, machinery, mainframe computers and office equipment,
are recognized among operating expenses,

On the closing date, future leasing fees for non-cancellable
leasing agreements amounted to the following:

SEK M 2017 2016
Due within 1 year -213 -209
Due within 2 to 5 years -473 -472
Due in more thon § years -71 -84
Total -757 -765

Note 19 The Group's interest-bearing net debt

Non-cdash items
Cashflow from R — ——

transactions with Other Exchange-rate

Cash flows shareholders”  non-cash items differences
Non-current and current financial liabilities 1,701 5129 -1,560 -49 5221
Provisions for pensions, interest-bearing 36 -9 34 &1
Totol interest-bearing liabilities 1,737 5,120 =1,560 34 -49 5,282
Non-current and current financial assets -1,466 83 1,381 -6 -8
Cash and bank bolonces -1,4446 774 4] -672
Net receivable/liability -1175 5977 -179 34 -55 4,602

1} Refers to cash flows from transactions with shareholders reloted to interest-bearing net debt These are included as part of the item Transactions with shareholders in
the Cash-flow staterments
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Note 20 Other provisions

NOTES

SEK M

Value according to opening balance 2017
Provisions

Used amount

Unutilized funds restored
Reclassifications

Translation differences

Vaolue according to closing balance 2017
Of which:

Current

Non-current

Value according to opening balance 2016
Provisions

Used amount

Unutifized funds restored
Reclassifications

Translation differences

Value according to closing balance 2016
OFf which:

Current

Non-current

Expected timing of cutflow:

SEK M Total

Within 1 year
Within 3 years
Within § years
> 5 years

Value according to closing balance 2017

49
10
15
24

18

Restructuring

12
7
-4

0
15

12

Guarantees

6
29
-7

32

21

-3

-16

Personnel Other
5 54
3 28

-2 -8
- -3
-5

0

o4

o 35
3 22
- -14
- -2
2 14
- -1
5 54
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Total

69
49

108

38

-68

-2

77

39
38
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NOTES

Note 21 Provisions for pensions and similar obligations

Defined-contribution plans
In many countries, Arjo's employees are covered by defined-contribu-
tion pension plans,

The pension plans primarily include retirement pensions. The premi-
ums are paid continuously throughout the year by each Group company
to separate legal entities, such as insurance companies. The size of
the premium paid by the Group companies is normally based on a set
proportich of the employee’s salary.

Defined-benefit plans

Arjo has defined-benefit pension plans in Sweden, Germany, the UK
and ltaly. The pension plans primarily comprise retirement pensions.
Each employer normally has an obligation to pay a lifefong pension.
Vesting is based on the number of years of service, The employee must
be affiliated with the plan for a certain number of years to achieve

full retirement pension entitlement. The pension is financed through
payments from each Group company.

Pensien commitments are usually calculated at year-end after actu-
arial assumptions. New calculations are made if substantial changes
oceur during the year. Gains and losses on changed actuarial assump-
tions are recognized as part of comprehensive income,

The net value of the defined-benefit commitment is detailed below:

Unfunded
pension
plans

2017, SEK M

Present value of

commitments -2,147 -24 217
Fair value of plan assets 2,10 - 210
Net licbility in the

balance sheet ~37 =24 =61

Funded Unfunded
pension

plans

pension
plans

2014, SEKM

Present value of

commitments -1,892 -26 -1918
Fair value of plan assets 1.941 - 1,941
Net assets in the

belance sheet 49 -26 23

1} Of which, SEK 59 M 1s recognized as non-turrent financial receivables and SEK
36 M as pension provisions
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SEK M 2017 2016
Pension commitments

Opening balance 23 -8
Costs for service in the

current year -2 -3
Net interest rate =1 -2
Administrative costs pertaining to plan

assets 0 -1
Gains and losses from odjustments 30 -
Return on plan assets 158 24
Gain/{loss} attributable to changed

demogrophic ossumptions 1 -
Gain/{loss) attributable to changed

financial assumptions -322 -28%8
Experience-based gains/ (losses) -2 10
Restriction in plon surpluses with regard

to asset ceilings 0 5
Exchange-rate differences -1 4
Fees paid by employer 53 &9
Pard benefits 2 !
Closing balance -6t 23

The defined-benefit pension commitment and composition
of plan assets 2017, SEK M

Present

value of Net provi-

commit- Fair value of sions for
2017, SEK M ments ptan assets pensions
Sweden -54 54 0
Germany -8 - -8
UK -2,093 2,056 -37
ltaly -1 - -16
Total =217 2,110 -61

Present

value of Net provi-

commit-  Fair value of sions for
2016, SEK M ments  plan assets pensions
Sweden 42 42 4
Germany -8 - -8
UK -1.850 1,899 49
Italy -18 - -18
Total -1,918 1,941 23Y

1) Of which, SEK 59 M s recogmized a5 non-current financial receivables and SEK
34 M as pension provisions.



NOTE 21 CONTINUED

Significant setuarial assumptions 2017, %
Discount rate
Expected salary increase rate

Expected inflation

Significant actuarial assumptions 2016, %
Discount rate
Expected salary increase rate

Expected inflation

NOTES

Sweden Germany UK Italy
21 1.8 2.4 1.8
30 2.5 2.0 2.0
2.0 1.8 3.4 1.0
2.5 1.6 3.0 2.0
3.0 2.5 2.0 2.0
2.0 13 3.7 2.0

The discount rate corresponds to the interest rate of first-class corporate bonds or mortgage bands (Sweden) with aremaining term that is almost

equivalent to the actual commitments.

SEK M

Pension commitments according te original valuation
Discount rate +1 percentage point

Inflation +1 percentage point

Salary increases +1 percentage point

The sensitivity analyses above are based on a change in one assump-
tion, while all other assumptions remain constant.

it 1s unlikely that this will happen in practice, and changes in some of
the assumptions may correlate. The calculation of sensitivity in the de-
fined-benefit commitments for material actuarial assumptions uses the
same method (the present value of defined-benefit commitments by
applying the Projected Unit Credit Method at the end of the reporting
pertod) as that used in the calculation of pension liabilities.

Composition of plan assets

SEK M 2017 2016
Equities and funds 2,069 1879
Properties <] 5
Caosh and cash equivalents and similor

assets 6 35
Qther 29 22
Total 2,110 1,941

The weighted average term of the pension commitments is 20 years
(20).

Sensitivity of defined-benefit commitments to changes in the significant assumptions for 2017, SEK M

Change compared with
used calculation assumptions

Expected value of
pension commitments

-2
-1,715 456
-2,496 -325
-2 0

Information regarding recognition of multi-employer de-
fined-benefit pension plans, Alecta

The commitment for retirement pensions and family pensions for
salaried employees in Sweden is safeguarded through insurance with
Alecta. According to a statement from the Swedish Financial Reporting
Board, UFR 10, this is a multr-employer defined-benefit plan. For the
2017 fiscal year, the company did not have access to such informa-
tion that makes it possible to recognize this plan as a defined-benefit
plan, The pension plan in accordance with ITP, which is safeguarded
through insurance with Alecta, is thus recognized as a defined-contri-
bution plan, Fees for the year for pension insurance covered by Alecta
amounted to SEK 5 M (4), Alecta's surplus can be distributed to the
insurers and/or the insured. At year-end 2017, Alecta’s surplus in the
form of the collective consolidaticn level was approximately 154%
(149). The collective consclidation level comprises the market value of
Alecta’s assets as a percentage of the insurance commitment calculat-
ed in accordance with Alecta’s actuanal calculation assumption, which
does not correspond with IAS 19,
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NOTES

Note 22 Accrued expenses Note 24 Acquired/divested
and deferred income operations

No operations were acquired or divested in 2017

SEK M 2017 2016
Acquired operationsin 2016

Salories 28] 249
Sociol security expenses 63 57 Net assets acquired, SEK M 2016

Interest expenses 5 n Intangible assets 39
Consultancy fees 7 6 Tangible assets 33
Deferred income 61 36 Inventories 27
Other 355 471 Other current assets 14
Total 772 830 Cash and cash equivalents 47
Deferred tax fiabilities -7
Cther current ffabilities -16
Note 23 Pledged OSS.etS-ﬂ.n.d Identifiable net assets 137
contingent liabilities Goodwil 162
Total purchase consideration 299

Pledged assets Less:
The Group has no pledged assets. Unpaid purchase considerations -40
Contingent liabilities Cash and cash equivalents in the acquired company -47
Impact on the Group's cash and cash equivalents 212

SEKM 2017 20146
17 AccuMed

Guaranteas 43 = .
The acquisition of AccuMed was completed in April 2016, Under the

Other - 3 acquisition, Arjo will obtain a manufacturing unit for the production of

Total 43 20 medical textiles in the Dominican Republic. The operations have more

than 400 employees and the total purchase consideration amounted
to SEK 66 M. The goodwill arising in connection with the acquisition
amounted to SEK 29 M and was attributable to future integration syn-
ergies for production. Acquisition expenses of SEK 1.0 M were charged

to earnings.

Tangible assets 16
Inventories 22
Other current liabilities -1
Identifiable net assets 37
Goodwill 29
Total purchase consideration &6
Less:

Cash and cash equivalents in the acquired

comparny ¢]
Impact on the Group’s cash and cash equivalents &6

The operation was included in Arje on Aprit 1, 2016,

1st Call Mobility Limited

All of the shares in the UK company 1st Call Mobility Limited were
acquired during the second guarter of 2016, The company is special-
1zed in medical device solutions for baniatric patients, generates sales
of approximately SEK 100 M and has 48 employees. The total purchase
consideration ameunted to SEK 233 M and the goodwill arising in con-
nection with the acquisition amounted to SEK 133 M and was primarily
attributable to geographical spread. Acqursition expenses of SEK1.6 M
were charged to earnings.
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NOTE 24 CONTINUED

Net assets aocquired, SEK M Carrying emount

Intangible assets 39
Tongible assets 17
Inventories 5
Cther current assets 14
Cash ond cosh equivalents 47
Deferred tax habilities -7
Other current liabilities -15
identifiable net assets 100
Goodwill 133
Total purchase consideration 233
Legs:

Unpoid purchase considerations -40
Cash and cash equivalents in the acquired

company ~-47
Impact on the Group's cash and cash equivalents 146

The operation was included in Arjo on June 10, 2016.

No operations were divested in 2016.

Note 26 Financial risk management

NOTES

Note 25 Transactions with refated parties

Arjo's transactions with companies in Getinge Group are presented in
the table below. Business terms and conditions as well as market-reg-
ulated pricing apply for delivery of products and services between
Group companies.

Other income and expenses primarily refer to Group-wide services.
In addition to the above, there were no other transactions with related
parties. For remuneration and benefits to senior executives and on the
Board of Directors, see Note 5.

SEKM 2017 2016
Sales 148 108
Other income 90 kigl
Purchases of goods -48 -1n4
Other expenses -282 -6465
Financial income 1 2
Financial expenses -48 -71
Accounts receivable 54 393
Current financial receivables - 1,397
Non-current financial liabilities - 1,361
Accounts payable 78 359
Current financial ligbilities {0 340
Other non-interest-bearing liabilitias N 187
Sharehglders' contributions received 1,203 -
Group contributions paid - -170
Dividends received 3,783 83
Dividends paid -6,383 -26
Rights issue 90 -
Transfer of net assets -4,034 374

Most of Arjo’s operations are located outside Sweden. This situation en-
tails that the Group is exposed to different types of financial risks that
may cause fluctuations in net profit for the year, cash flow and share-
helders’ equity due to changes in exchange rates and interest rates, In
addition, the Group 1s exposed to refinancing and counterparty risks.

The primary role of Arjo's treasury function is to support business
activities and to identify and in the best way manage the Group’s finan-
cial risks in line with the Board's established finance policy.

Arjo's financial activities are centralized to benefit from economies
of scale, to ensure goed internal contrel and to faciitate monitoring of
risk,

Currency risks

Currency risks comprise exchange-rate fluctuations, which have an
impact on the Group's earnings and shareholders’ equity. Currency ex-
posure occurs in connection with payments in foreign currency (trans-
action exposure) and when translating foreign subsidiaries’ balance
sheets and income statements into SEK (translation exposure).
Translation exposure - income statement, When translating the results of
foreign Group companies into SEK, currency exposure occurs, which

affects the Group's earnings when exchange rates fiuctuate.

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

Transaction exposure - payment flows as a result of sales income and
cost of goods sold in foreign currencies cause currency exposure that
affects Group earnings in the event of exchange-rate fluctuations. The
Group's payment flows in foreign currencies are mainly generated from
group internal product flows. The most important currencies are USD,
EUR, GBP, CAD and PLN. In line with finance policy, the treasury func-
tion hedge the most important currency exposures based on the Group
companies forecasted currency flows.

Hedging is conducted using currency forward contracts. The market
value of financial currency derivatives that meet cash-flow hedging
requirements and are recognized in other comprehensive income
amounted to SEK 28 M (-99) at December 31, 2077,

The table on the next page outlines the effect on net profit, translat-
ed to SEK, of currency fluctuations of £5 percent in the most important
transaction currencies,

ARJO ANNUAL REPORT 2017 77



NOTES

NOTE 26 CONTINUED

Sensitivity analysis transaction exposure (SEK M)

Effect on net
profit £5%

Currenty (average rates, 2017} Net volume (SEK M)
PLN, 2.24 %25.7 136
CNY, 1.26 159.0 £2.)
UsD, 8.53 105.3 t4
EUR, 9.63 %39 +4
CAD, 6,58 447 +2

Finuncing risk

Prior to the IPO, Arjo signed an agreement for external financing of
a total of about EUR 600 M with a group of Nordic and international
banks, according to the table below.

Credit facilities and loans
The table below presents Arjo’s credit facilities and loans as per De-
cember 31, 2017,

Amount,

Type Currency MLC WHilized Due

Revolving credit EUR 500 472 2022
facility, 5 yeors

Revolving credit EUR 50 Q 2020

faciity, 3+1+1 years (with option

of 1+1-year

extension)

Bank loans, 3 yeors uso 58 58 2020

As part of Getinge Group, Arjo raised intra-Group financing in the form
of fixed-term loans from Getinge Treasury. In addition, Arjo had access
to the cash pools at Getinge's disposal, Prior to the IPO, Arjo signed

an agreement for two revolving credit facilitres denominated in EUR
with a bank syndicate and an international bank. The company also
entered into an agreement regarding a bilateral loan facility denomi-
nated in USD with another internaticnal bank. These credit facilities
and the bank loan were available to Arjo in connection with the IPQ.
Based on these agreements, Arjo believes that it has a highly diversi-
fied loan portfolic with a good maturity structure. Furthermore, Arjo
has a well-composed group of beth Nordic and international lenders.
Arjo's policy is that refinancing risks are managed by signing long-
term committed credit agreements with arange of tenures. All loan
facilities include the usual guarantees and commitments, and do not
contain any restrictions on dividends, The credit facilities may mature
for earlier payment in full or in part if certain events occur, including,
but not limited to, non-payment of past due amounts, non-compliance

Outstanding derivative instruments,
SEK M

Currency derivatives

Total

SEK M

Currency derivatives ~ cash-flow hedges
Total

Of which, short-term

Of which, long-term

Nominal amount

with financial covenants, rounds of terminations of the Group's other fi-
nancing agreements (cross default) and the insolvency of Arjo or some
of Arjo's subsidtaries. Financial covenants comprise Debt Repayment
Capacity (the Group's net debt as a percentage of the Group’s EBITDA)
and Interest Payment Capacity (the Group's EBITDA as a percentage of
the Group's net interest expenses).

Interest-rate risk

Arjo is exposed to interest-rate risk, defined as the rnisk of changed
market interest rates impacting the Group's net interest. The aim of Ar-
jo's interest-hedging policy is to reduce the short and long-term effect
of changed market interest rates on the income statement.

All external bank loans carried variable interest at December 31, 2017
Based on Arjo’s outstanding bank loans at December 31, 2017, a mo-
mentary change in average interest rates of £1 percentage point for the
currencies represented in the Group’s external bank loan would entall
changed interest expenses of £ SEK 30 M on an annual basis.

Credit and counterparty risks

Arjo’s financial transactions cause credit risks with regard to financial
counterparties. Credit risks or counterparty risks constitute the risk

of losses if the counterparties do not fully meet their commitments.
The finance policy states that the credit risk must be limited through
accepting only creditworthy counterparties and fixed limits. At Decem-
ber 31, 2017, the total counterparty exposure in derivative instruments
was SEK 28 M (1). Credit risks in outstanding derivatives are limited by
the offset rules agreed with the respective counterparty. The Group’s
liquidity is placed in bank accounts with low credit risks by distributing
between several banks with high credit ratings. Cormmercial credit risks
are limited by a diverse customer base with a high credit rating since a
high percentage are public customers.

Financial derivatives. Arjo uses financial derivatives in the form of
currency forward contracts to manage currency exposure arising in its
business. All outstanding currency forward contracts are held for hedg-
ing and are deemed to be effective, The currency forward contracts are
found in Jevel 2 of the fair value hierarchy, meaning that measurement
at fair value is based on published forward rates in an active market.

Fair value disclosures pertaining to interest-bearing loans and other
financial instruments. Arjo’s interest-bearing loans have floating interest
rates and, accordingly, the fair value 1s assessed as corresponding to
the carrying amount. For other financial assets and liabilities, fair value
is assessed as corresponding to the carrying amount due to the short
expected term.

Offsetting of financial derivatives. The Group has |SDA agreements
for all of its significant counterparties for raising funds and trading in
financial iInstruments. For the financial assets and liabilities that are
subject to fegally binding offset agreements or similar, each agreement
between the company and its counterparties permits the relevant
financial assets and liabilities to be offset.

2017 Zmeé
1,985 28 2,780 -99
1,985 28 2,780 -99
2017 2016
35 7 125 224
35 7 125 224
35 7 16 224
- - 0 -

The fair yalue of currency forward contracts 1s established using prices of currency forwards on the closing date, with the resulting value
diseounted to the present value, All derivatives are classified under level 2 of the fair value hierarchy.
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NOTE 26 CONTINUED

Distribution of currency for outstanding derivative instruments

AUD 180 AUD 23
CAD 130 CAD 294
GBP 458 GBP 538
PLN 4533 PLN 741
usD 764 usD 976
Total, SEK M 1,985 Total, SEK M 2,780

Financial instruments by category

Lodn receivables Assets at Derivatives Available-
2017 and actounts fair value through used for for-sale
Financial assets, SEK M receivable profit and lass  hedging purposes  financial assets
Available-for-sale financial assets - - - - -
Derivative instrurnents - - 35 - 35

Accounts receivables and other financial
receivables 1,898 - - - 1,898

Financial assets at fair value through profit

and loss - - - - -
Cash and cash aquivalents 672 - - - 672
Total 2,570 - 35 - 2,605

Financial instruments by category

Liobilities ot foir Derivatives Other
207 value through used for financial
Financial habilities, SEK M profit and loss hedging purposes liabilities
Borrowings - - 511 513
Derivative instruments - 7 - 7
Accounts payable and other financial liabilities - - 631 631
Total - 7 5,762 5.769

Financial instruments by category

Loan receivables Assets at Derivatives Available-for-
2016 and accounts fair value through used for sale
Financial assets, SEK M receivable profit and loss  hedging purposes  financial assets
Available-for-sale financial assets - - - - -
Derivative instruments - - 125 - 125

Accounts receivables and other financial
receivables 3,674 - - - 3.674

Financial assets at fair value

through profit end loss - - - - -
Cash and cash equivalents 1,446 - - - 1446
Total 5120 - 125 - 5,245
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NOTE 26 CONTINUED

Financial instruments by category

Liabilities at fair Derivatives Other
2018 value through used for financial
Financial liabilities, SEK M profit and loss hedging purposes tiabilities
Borrowings - - - -
Derivative instruments - 224 - 224
Accounts payable and other financial habilities - - 2,627 2,627
Total - 224 2,627 2,851

The table below analyzes the Group's external financial liabilities, subdvided into the periods remaning on the closing date until the
agreed date of maturity.

At December 31, 2017, SEK M < 1year 1-2 years 2-5 years > 5 years
Bank loans ~%4 -94 -5,140 -
Current financial liabilities -90 - - -
Derivotive instruments outflow -849 [+} - -
Derivative instrurments inflow 844 1 - -
Agcounts payable -541 - - -
Total =730 -93 =5,140 -

Note 27 Supplementary disclosures to the Note 28 Capitalized development costs
cash-flow statement

Cash and cash equivalents SEK M 2017 2016
Research and development costs, gross -204 -20t

SEK M 2017 2016
Capitalized development costs 70 68

Cash and bank bala 672 1,446
ank batances Research and development costs, net -134 =133

Total 672 1,446

Adjustments for items not included in cash flow

Note 29 Events after the end of the

SEK M 2017 2016 fiscal year
Gaoin from divestment/disposal of

non-gcurrent assets 36 21

Total 38 21 Financing

On February 9, 2018, Arjo AB announced that it was establishing a
commercial paper program with a framework amount of SEK 2.5 billion
and is conducting a first issue of almest SEK 1,5 billien. The purpose of
the program is to diversify the Group’s sources of financing,
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FINANCIAL STATEMENTS

Parent Company financial
statements

Parent Company's income statement

SEKM Note 2017 2016
Administrative expenses 2,34 -192 -
Restructuring and integration costs -18 -
Other operating income 5 197 -
Cperating loss -13 -
Result from porticipations in Group companies 6 -108 -
Interest income and similar profit items 3 -
Interest expenses and similor foss items 8 -61 -
Profit/loss after financial items =179 -
Taxes 9 38 -
Net profit/loss for the year™ =141 -

1) As well total comprehensive income
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FINANCIAL STATEMENTS

Parent Company's balance sheet

SEK M Note 2017 2016
ASSETS

Non-~current assets

Intangible assets 10 428 -
Participations in Group companies N 53469 -
Deferred tax assets 9 39 -
Total non-current assets 5836 -
Current assets

Receivables from Group compaonies 3463 -
Current tax assets 1 -
Other receivables 29 -
Prepaid expenses and accrued income 12 -
Cash and cash equivalents - 1
Total current assets 405 1
TOTAL ASSETS 6,241 1

SHAREHOQLDERS' EQUITY AND LIABLITIES

Shareholders’ equity

Restricted shareholders' equity

Share capital 1 1

Non-restricted shareholders’ equity

Retained earnings 3,677 -
Net profit/loss for the year -141 -
Total shareholders’ equity 3,627 1

Current liabilities

Interest-bearing current loans, Group companies 2,458 -
Accounts payable 9 -
Other liabilities to Group compenies 100 -
Other habilities 7 -
Accrued expenses and deferred income 12 40 -
Total current liabilities 2,614 -
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 6,241 1

For nformation about Arjo AB's pledged assets and contingent liabilities, refer to Note 13,

B2 ARJO ANNUAL REPORT 2017



FINANCIAL STATEMENTS

Changes in shareholders’ equity, Parent Company

Retained earnings and net Toto) shareholders’
SEK M Share capital profit/loss for the year equity

Opening balance ot January 1, 2016

Deposited share capital 1 - 1
Closing balance at December 31, 2016 1 - 1
Opening balance at Janwary 1, 2017 1 - 1
Net profit/ioss for the yeor - -141 ~141
Rights issue 90 - 90
Shareholders contributions - 3,677 3,677
Closing balance ut December 31, 2017 b4 3,536 3,627

Parent Company cash-flow statement

S5EK M Note 2017 2016
Operating activities

Operating loss -13 -
Add-back of amortization, depreciation and write-dewns 15 -
Interest received and similar items 3 -
interest paid and similar items -61 -
Taxes poid - -
Cash flow before changes to working capital -56 -

Cash flow from changes in working capital

Current recevables -347 -
Current liobilities Ri -
Cash flow from operations -414 -

Investing activities

Acquisition of intangible assets 10 -443 -
Investments in subsidiaries -2,895 -
Cash flow from investing activities -3,338 -

Financing activities

Rights issue 0 1
Shareholders’ eontributions received 1,202 -
Change in interest-bearing fiabilities 2,458 -
Cash flow from financing activities 3.7 1
Cash flow for the year -1 1
Cash and cash equivalents at the beginning of the year 1 -
Cash and cash equivalents at year-end - 1
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NOTES

Notes

Note 1 Accounting policies

Note 3 Fees to auditors

The financial statements of the Parent Company were prepared in
accordance with the Swedish Annual Accounts Act and the $Sweadish
Financial Reporting Board's recommendation RFR 2, Reporting of Legal
Entities, In accordance with the regulations stipulated in RFR 2, in the
annual financial statements for a legal entity, the Parent Company

is to apply all of the IFRS/1AS regulations and statements that have
been endorsed by the EU where possible within the framework of the
Swedish Annual Accounts Act and with consideration of the ink be-
tween accounting and taxation. The recommendation specifies which
exceptions and additions are to be made from IFRS/1AS. Provisions
conforming to IFRS/1AS are stated in Note 1 Accounting policies, for
the consolidated financial statements, The Parent Company apphes
the accounting policies detailed for the Group with the exception of the
following:

Shares and participations.

Subsidiaries are recognized in accordarnce with the acquisition method,
implying that holdings are recognized at cost in the balance sheet

less any impairment. Dividends from subsidiaries are recognized as
dividend mecome.

Group contributions are recognized among result from participations in
Group companies,

Note 2 Amortization according to plan

SEX M 20n7 2018
Intangible assets -15 -
Total =15 -
Amortizotion is recognized as adminis-

trotive expenses -15 -
Total -15 -
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Fee to PwC, SEK M 2017 2015
Fee and expense reimbursement:
Auditing ossignment -2 -
Auditing activities other than
auditing assignments - -
Tax consultancy services - -
Other services - -
Total -2 -
Note 4 Employee costs
Average number of employees
Sweden 2017 2016
Men 3 -
Women 1 -
Total 4 -
Gender distribution
% 2017 2016
Women:
Board members 38 20
Other members of senior management 40 -
Men:
Board members 62 80
Other members of senior management &0 -

Salaries, other remuneration and social security expenses

Board Other senior
2017, SEK 0005 and CEQ executives
Salaries and
reruneration ?.632 B,724 18,354
Sociol security expenses 3,366 3,102 6,468
Pension expenses 1.400 1,487 2,887

See also Note 5 of the consolidated financial statements, No salaries
and remuneration were paid in the Parent Company in 2016,



NOTES

Note 5 Other operating income Note 2 Taxes
SEK M 2017 2016 SEKM 217 2018
Sale of services to other Group Current tax expense -1 -
companies 197 ) Deferred tax 39 -
T -
otal 197 Total 38 -

Relationship between the year's tax
Note 6 Result from participations expenses and the recognized profit/loss

. . before tax:
in Group companies

Recognized profit/loss before tax =179 -
Tax according to current tax rate 39 -
SEK M 2017 2016 I::tseffect of non-deductible ; i
Group contributions -108 - Tax effect of non-taxable income 0 -
Total -108 - Recognized tox exp as -

Note 7 Interest income and

similar profit items Note 10 Intangible assets
SEKM 2017 2016 SEK M 2017 2016
Currency gains 3 - Software
Interest incorne 0 - Opening cost - -
Total 3 - Investments 443 -
Closing accumulated cost 443 -

Opening amortization - -

Amortization for the year -15 -
Note 8 Interest expenses and Closing accumuloted amortization .15 -
similar loss items Closing planned residual value 428 -

SEK M 207 2016
Interest expenses to Group companies -15 -
Currency losses -46 -
Total =61 -
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Note 11 Participations in Group companies

Parent Company’s holdings

Arjo Austria GrmbH
ArjoHuntleigh NV
ArjoHuntleigh Magog Inc
Getinge {Suzhou) Co.,Ltd
Arjo Czech Republic s.r.c.
Getinge Dominican Republic SA
Arjo France S.AS.

Arjo Deutschland GmbH
Huntleigh Healthcare GmbH
Huntleigh Technology Ltd
Arjo Hong Kong Limitid

ArjoHuntleigh Healthcare India
Pvt Ltd

ArjoHuntleigh Ireland Ltd
Arjo Htalie Spa

Arjo Nederland BV

Arjo Norge AS

Boxuan Medical Equipment Pte Ltd

Arja Korea Co., Ltd

Arjo Iberia S.L.

Arjo Sverige AB
ArjoHuntleigh AB

Arjo Treasury AB

Arjo Switzerland AG
Arjo Middle East FZ-LLC
Arjo Helding USA Inc

Total carrying amount

Reg. office Corp. Reg. No.
Austrio FN42604d
Belgium 418.919.541
Canada 626505
China 913205947573292624
Czech Republic 46 962 549
Dominican Republic 131398278
France 305.219.677
Germany HRB 12913
Germaony HRB 23795
UK 1891943
Hong Kong 4465441

U85199M-
Indiz H2002PTC135700
Ireland IE238034
Italy 55031600M
Netherlands 659089395
Norway 994 290177
Singapore 200508769D
South Koreo 101-86-76976
Spain B&7064418

Eslév, Sweden
Mok, Sweden
Matmo. Sweden
Switzerland

United Arab Emirates
USA

The summary above covers all directly owned subsidiaries.

556528-4600
556304-2026
556475-7242
CHE-107.306.624
94298

The Group companies directly or indirect-
ly owned by Arjo AB are specified below

Sweden

Arjo Sverige AB, 556528-4600, Eslov
ArjoHuntieigh AB, 556304-2026, Malmg
Arjo Treasury AB, 556475-7242, Malmé
Arjo [P Holding AB,

556247-0145, Malmé

ArjoHuntleigh International AB,
556528-1440, Malmé

Australia

Arjo Australia Pty Ltd

Arjo Hospital Equipment Pty Ltd
Joyce Healthcare Group Pty Lid

Austria
Arjo Austria GmbH
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Belgium
ArjoHuntleigh NV

Brazil
Arjo Brasil Participacoes Itda

Canada
ArjoHuntleigh Magog Inc
Ano Canada Inc

China

Getinge (Suzhou) Co., Ltd
Acare Medical Science Co. Ltd
ArjoHuntleigh {Shanghai)
Medical Equiprment Co Ltd

Czech Republic
Arjo Czech Republic s.r.o.

No. of

participations

2017

1

39120
241246 001
1

1
3591999
578 460

9

2

85 390 762
25 000

1905 709
33338
1000 000
18

100 000
5700 000
1000
3000
1000

50 000
2225

100

1

10 000

Mo, of Carrying
participations  Percentage amount, SEK
2016 holding M 2017
- 3¢ 8
- 62 8
- 100 575
- 100 235
- 100 2
- 100 65
- 100 350
- 100 334
- 100 4
- 100 2,356
- 100 47
- 100 c
- 100 37
- 100 94
- 100 808
- 100 1
- 100 30
- 100 20
- 100 4]
- 100 54
- 100 120
- 100 E
- 100 42
- 100 41
- 100 1ne
5,369
Denmark
Arjo Danmark A/S

Dominican Republic
Getinge Dominican Republic SA

France
Arjo France 5.A.5.

Germany
Arpo Deutschland GmbH
Huntleigh Healthcare GmbH

Hong Kong
Arjo Hong Kong Ltd

India
ArjoHuntleigh Healthcare India Pvt, Ltd



NOTE 11 CONTINUED

Ireland
ArjoHuntleigh Ireland Ltd

Italy
Arjo ltalia Spa?

Netherlands
Arjo Nederland BV
Huntleigh Holdings BY

New Zegland
Arjo New Zealand Limited

Norway
Arjo Norge AS

Poland
ArjoHuntleigh Polska Sp. z.0.0.

Singapore
Boxuan Medical Equipment Pte Ltd
Arjo South East Asia Pte Ltd

Spain
Arjo Iberia S.L.

Switzerland
Arjo Switzerland AG

United Kingdom

Huntleigh Technology Ltd”

1st Call Mobility Ltd™
ArjoHuntleigh International Ltd”
Arjo UK Ltd®

Huntleigh Diagnostics 1td
Huntleigh Healthcare Ltd”
Huntleigh International Holdings Ltd"
Huntleigh Luton Ltd

Huntleigh Properties Ltd"
Huntleigh (SST) Ltd

Pegasus Ltd

NOTES

South Africa

ArjoHuntleigh South Africa Pty Ltd
Huntleigh Provincial Sales Pty Ltd
Huntleigh Africa Pty Ltd

South Koreq
Arjo Korea Co. Ltd

United Arab Emirates
Arjo Middle East FZ-LLC

USA
Arjo Holding USA, Inc
Arjo, inc

1) A Parent Company guarantee was issued in accordance with section 479{C}
of the UK Cormpares Act 2006 tor the 2017 fiscal year for certan subsidiaries
registered in the UK. The Parent Company guarantee appfies to all outstanding
liabilities for the subsidiaries on the closing dote untit the commitments have
beep met The stated subsidiories have applied the exernption from statutory
audit in accordance with section 479 (A) of the UK Compantes Act 2006

Note 12 Accrued expenses and
deferred income

SEK M 2Mm7 2016
Salaries 10 -
Social security expenses 4 -
Accrued IT expenses 24 -
Other acerued expenses and other

deferred income 2 -
Total 40 -

Note 13 Pledged assets and
contingent liabilities

Pledged assets
The Parent Company had no pledged assets in 2017 or 2016.

Contingent liabilities, SEK M

Guarantees

Guarantees for subsidiaries 5,595 -
Other 43 -
Total contingent liabilities 5,638 -

2) A Parent Company guarantee was olso issued for the 2017 fiscal year for the
subsidiary registered in ltaly and applies to afl outstanding habilities for the sub-
sidiary or the closing date until the commitments hove been met

Note 14 Proposed appropriation of profit

The following profits in the Parent Company are ot the disposal
of the
Annual General Meeting:

Retained earnings 3,677,421,844

Net profit for the year -141,195,406
Total 3,536,226,438
The Board and Chief Executive Officer propose

that a dividend of SEK 0.50 per share shall be

distributed to shareholders 136,184,787
To be carried forward 3,400,041,651
Total 3,536,2246,438
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AJDITCR S REPORT

Auditor’s report

To the general meeting of shareholders in Arjo AB (publ), Corporate identity Number 559092-8064

Report on the annual accounts and consolidated accounts
Opinions

We have audited the annual accounts and consolidated accounts of
Arjo AB (publ) for financial year 2017 with the exception of the Cor-
porate Governance Report on pages 42-45. The annual accounts and
conselidated accounts of the Company are included on pages 38-87 in
this dacument,

In our opinion, the annual accounts have been prepared inaccor-
dance with the Annual Accounts Act and present fairly, in alil materiaf
respects, the financial position of parent company as of 31 December
2017 and its financial performance and cash flow for the year then
ended in accerdance with the Apnual Accounts Act, The consolidated
accounts have been prepared In accordance with the Annual Accounts
Act and present fairly, in all material respects, the financial position
of the group as of 31 December 2017 and their financial perfermance
and cash flow for the year then ended in accordance with International
Financial Reporting Standards (IFRS), as adopted by the EU, and the
Anrnual Accounts Act. Our upinion does not include the Corporate
Governance Report found on pages 42-45. The statutory administra-
tion report 1s consistent with the other parts of the annual accounts
and consclidated accounts,

We therefore recommend that the generai meeting of shareholders
adopts the income statement and balance sheet for the parent compa-
ny and the group.

Our opinions In this report on the annual accounts and consolidated
accounts are consistent with the content of the additional report that
has been submitted to the parent company’s audit committee in accor-
dance with the Audit Regulation (537/2014) Article 11

Basis for Opinions
We conducted cur audit in accordance with International Standards on
Auditing (I5A) and generally accepted auditing standards in Sweden.
Our responsibilities under those standards are further described in the
Auditor's Responsibilities section, We are independent of the parent
company and the group in accordance with professional ethics for
accountants in Sweden and have otherwise fulfilled our ethical respon-
sibilities in accordance with these requirements.

We believe that the audit evidence we have obtained i1s sufficient and
appropriate to provide a basis for our opiniens.

Our audit gctivities

The focus and scope of the audt

We designed our audit by determining materiality and assessing the
nisks of material misstatement in the consolidated financial state-
ments. In particular, we considered areas where the Managing Director
and Board of Directors made subjective judgements; for example,

in respect of critical accounting estimates based on assumptions of
future events that are inherently uncertain. As in all our audits, we also
addressed the risk that the Board of Directers and Managing Director
will override internal contrels, and considered whether there 15 any
evidence of bias that has created a risk of material misstatement due
to fraud
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We tailored the scope of our audit in order to perform sufficient
work to enable us to provide an audit opinion on the consolidated
financial statements as a whole, taking mto account the structure of
the Group, the accounting processes and controls, and the industry in
which the group operates.

Matariality

The scope of our audit was influenced by our apphication of material-
ity. An audit is designed to obtain reasenable assurance whether the
financial statements are free from material misstatement, Misstate-
ments may arise due to fraud or errar. They are considered material
If mdividually or in aggregate, they could reasonably be expected to
influence the economic decistons of users taken on the basis of the
financial statements.

Based on our professional judgement, we determined certain quan-
titative thresholds for materiaity, including the overall materiality for
the financial statements as a whole, These, together with qualitative
considerations, helped us to determine the scope of our audit and the
nature, timing and extent of our audit procedures and to evaluate the
effect of misstatements, both mdividually and in aggregate on the
financial statements as a whole.

Key audit matters

Key audit matters of the audit are those matters that, i1 our profession-
al judgment, were most significant in our audit of the annual accounts
and consolidated accounts for the current period. These matters were
addressed in our audit of, and in forming our opinion thereon, the
annual accounts and consolidated accounts as a whole, but we do net
provide a separate opinion on these matters.



K_Qy audit matters

Valuation of intahgible assets
With reference to Note 1 and Note 12.
Goodwill ond other intangible assets represent a significant part of
the Balance Sheet of Arjo. The Company annuolly performs an im-
pairment assessment of the assets based on a calculation of the dis-
counted cash flow for the cash generating unit in which goodwill and
other intangible assets are reparted, which 1s Arjo Group as a whole
This impairment test is based on o high level of judgments and
assumptions regarding future cash flows Information i1s prowvided In
Notes 1 and 12 as to how the Cempany's management has undertaken
its assessments, and also provides information on iImpertant ossump-
tigns and sensitivity analyses Key variables in the test are growth
rate and discount factor (cost of capital) It 1s niso presented thot no
impairment requirement has been identified based on the assump-
tians undertoken

Valuation of accaunts receivables
With reference to Note 1 and Note 14.

Accounts receivables comprise o significant area in the Group's
financial reports as they are equivalent to approximately 16% of total
ossets Based on the Group's business operations, a significant pertion
of net sales 1s generated during the fourth quarter, which usucily im-
ples a sigrificant increase i accounts recervables in conjunction with
the year-end closing The Group undertakes business operations with
bath private and public players in a number of different countries
where, for certain regions, the payment of customer invoices takes a
long time after delivery to the customers In the Group's operation,
this refers primarily to the United States of America, UK, Italy and
Ching As of 31 December 2017, accounts receivables matured more
than 90 days amcunted to MSEK 496 which 1s equivalent to approx-
mately 24% of total (gross} accounts receivables as per the balance
sheet date The valuation of these, and other matured, or yet to
mature, accounts recevables, is based on management’s assessment
of the customer’s future payment capacity.

AUDITOR 5 REFORT

How our audit addressed the Key audit matter

In our audit, we have evaluated the calculation model apphed by
management

We have reconciled and critically tested essential vanables against
budget and long term ploan for the Compaony.

We bave tested the sensitivity analysis for key variables in order to
assess the risk of need for impairment.

We have alse assessed the correctness of the disclosures included in
the financiol statements.

In our gudit we have evalvoted the correctness of the valuation of
the accounts recewvables by assessing the appropriateness of the loss
assessment executed by management, which was based on individu-
al assessments taking inte consideration the urigque risk profiles of
the local markets. Our audit meludes an assessment of the control
environment for the sales process and also includes an examination of
the reported revenue transactions against underlying documentation,
such as customer agreements, sales orders, supplers’ documenta-
tion, customer invoices, payment verfication and ebtaiming customer
inveice confirmations from customers

We have examined management's assessment of the valuation of
customer receivables compared with the historical outcome for bad
debts The appropriate audit procedures for the respective significant
uruts in the Group have been determined based en the nature of the
vperations and the complexity of the sales transactions

OCther information than the annual accounts and consolidated
accounts

This document alse contains infermation other than the annual
accounts and consolidated accounts and this infermation is found on
pages 1-37 and 91-103. This infarmation, in addition to the sustainabi-
lity report and our statement regarding this report, do not canstitute
a part of the annual report. The Board of Directars and the Managing
Director are responsibie for this other iInformation.

Qur opimon on the annual accounts and consclidated accounts does
not cover this other information and we do not express any form of
assurance conclusion regarding this other information.

In connection with our audit of the annual accounts and conschidated
accounts, our responsibility is to read the information identified above
and consider whether the iInformation 1s materially inconsistent with
the annual accounts and consclidated accounts. In this procedure we
also take inte account our knowledge otherwise obtained in the audit
and assess whether the information otherwise appears to be matenally
misstated.

It we, based on the work performed concerning this informatien,
cohclude that there s a matenal misstatement of this other informa-
tion, we are vequired to report that fact. We have nothing to report in
this regard.

Responsibilities of the Board of Directors and the Managing
Director

The Board of Directors and the Managing Director are respensible

for the preparation of the annual accounts and consolidated accounts
and that they give a fair presentation in accordance with the Annual
Accounts Act and, concerning the consolidated accounts, in accordan-
<e with IFR5 as adopted by the EU. The Board of Directars and the Ma-
naging Director are also responsible for such internal control as they
determine Is necessary to enable the preparation of annual actounts

and consolidated accounts that are free from material misstatement,
whether due to fraud or error,

In prepanng the annual accounts and consolidated accounts, The
Board of Directors and the Managing Director are responsible for the
assessment of the Company’s and the group’s ability to continue as a
going concern. They disclose, as apphicable, matters related to going
concern and using the going concern basis of accounting. The gaing
concern basis of accounting 1s however not applied If the Board of
Directors and the Managing Cirector intends to liquidate the company,
to cease operations, or has no realistic alternative but to do so.

The Audit Committee of the Board of Directors shall, without pre)-
udice to the Board of Director’s responsibilities and tasks in general,
among other things oversee the company’'s financial reporting process.

Auditor’s responsibility

Qur objectives are to obtain reasonable assurance about whether the
annual accounts and conseolidated accounts as a whole are free from
material misstatement, whether due to fraud or error, and to 1ssue an
auditor’s repert that includes our opiniens. Reasonable assurance s a
high level of assurance, but 1s hot a guarantee that an audit conducted
in accordance with ISAs and generally accepted auditing standards

in Sweden will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, iIndividually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken onthe
basis of these annual accounts and consolidated accounts.

A further description of our responsibility for the audit of the annual
accounts and consolidated accounts is available on Revisarsinspek-
tionen's website, www.revisorsinspektionen.se/revisornsansvar, This
description 1s part of the auditor’s report.
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Report on other fegal and regulatory requirements

Opinions

In additicn to our audit of the annual accounts and consohdated ac-
counts, we have also audited the admnistration of the Beard of Directors
and the Managing Director of Arjo AB (publ) for the financial year 2017
and the proposed appropriations of the company's profit or loss.

We recommend to the general meeting of sharehoiders that the profit
be appropriated in accordance with the proposalin the statutory admin-
istration report and that the members of the Board of Directors and the
Managmg Directer be discharged from hability for the financial year.

Basis for Opinions
We conducted the audit In accordance with generally accepted auditing
standards in Sweden Our responsibilities under those standards are
further described in the Auditor's Responsibilities section We are
independent of the parent company and the group in accordance with
professional ethics for accountants in Sweden and have otherwise fulfil-
led aur ethical responsibilities in accordance with these requirements,
We believe that the audit evidence we have abtained 1s sufficient and
appropriate to provide a basis for our opinians.

Responsibilities of the Board of Directors and

the Managing Director

The Board of Directors is responsible for the proposal for appropria-
tions of the company's profit or loss. At the proposal of adividend, this
includes an assessment of whether the dividend 1s justifiable consi-
dering the requirements which the company’s and the group’s type of
operations, size and risks place on the size of the parent company's and
the group’s equity, consolidation requirements, iquidity and position

in general,

The Board of Directors is respansible for the company's oerganiza-
tron and the administration of the company’s affairs. This includes
among other things continuous assessment of the company’s and the
group's financial situation and ensuring that the company's arganiza-
tion 1s designed so that the accounting, management of assets and the
company's financial affairs otherwise are controlled in a reassuring
manner. The Managing Director shall manage the ongoing administra-
tion according to the Board of Directors’ guidelines and instructions
and among other matters take measures that are necessary to fulfil the
company’s accounting in accordance with law and handle the manage-
ment of assets in a reassuring manner.

Auditor's responsibility
Our objective concerning the audit of the administration, and thereby
our opinion abaut discharge from liability, is to obtain audit evidence

to assess with a reasocnable degree of assurance whether any member

of the Board of Directors or the Managing Director in any material

respect

» has undertaken any action or been guilty of any omission which can
give nise to hability to the company, or

* In any other way has acted in contravention of the Companies Act,
the Annual Accounts Act or the Articles of Association.

Cur objective concerning the audit of the proposed appropriations of
the company’s profit or loss, and thereby our opinion about this, s to
assess with reasonable degree of assurance whether the proposal 1sin
accordance with the Companies Act.

Reasonable assurance is a high level of assurance, but 1s not a guar-
antee that an audit conducted n accordance with generally accepted
auditing standards in Sweden will always detect actions or omissions
that can give rise to ability to the company, or that the proposed ap-
propriations of the company's profit or loss are not in accordance with
the Companies Act,

A further description of our respensibility for the audit of the
administration is available on Revisorsinspektionen’s website.
www.reviscrsinspektionen.se/revisornsansvar. This description is part
of the auditor’s report.

The auditor’s examination of the corporate governance
statement

The Board of Dhrectors is respenstble for that the corporate governance
statemnent on pages 42-45 has been prepared in accordance with the
Annual Accounts Act.

Gur examination of the corporate governance statement is conduct-
ed in accordance with FAR’s auditing standard RevU 16 The auditor's
examination of the corporate governance statement, This means that
our examination of the corporate governance statement is different
and substantially less in scope than an audit conducted 1n accordance
with International Standards on Auditing and generally accepted audit-
ing standards in Sweden. We believe that the examination has provided
us with sufficient basis for our opinions,

A corporate gevernance statement has been prepared. Disclosures
in accordance with chapter 6 section 6 the second paragraph points
2-6 of the Annual Accounts Act and Chapter 7 section 31 the second
paragraph the same law are consistent with the other parts of the
annual accounts and conselidated accounts and are in accordance with
the Annual Accounts Act.

Ohrhngs PricewaterhouseCoopers AB was appointed auditor of Arjo
AB {publ) by the general meeting of the shareholders on the 21 Decem-
ber 2016 and has been the campany's auditor since then.

Malmao, 29 March 2018
Ohrlings PricewaterhouseCoopers AB

Magnus Willfors
Authorised Public Accountant, Auditer-in-Charge
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Cecilia Andrén Dorselius
Authorised Public Accountant



MULTI-YEAR OVERVIEW

Multi-year overview: Group

Condensed consolidated income statement

SEK M

Net sales

Cost of goods sold
Grass profit

Selling expenses

Administrative expenses

Research and development costs
Acquisition expenses

Restructuring ond integration costs
Other operating income

Other operating expenses

Operating profit (EBIT}

Interest income ond other similor items
Interest expenses and other similar expenses

Profit after finoncial items

Taxes
Net profit for the year

Attribytable to:

Parent Company shareholders

2017
7,688
-4,250
3,428

-1,571
-1,136

-134

-324
29

281

-n7

179

-61

1ns

na

2016 2015 2014
7,808 8,15 7568
4,366 -4,521 -4,01
3,442 3,594 3,557
-1,392 1,575 1,422
-1,016 -1,039 -937
-133 118 118
-7 -4 -1
-155 -186 -83
58 15 16

-6 -147 -61
781 540 953

7 5 5

-7 <120 -97
&M 425 881
-181 -18 -243
490 3oz &g
450 307 819
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Condensed consolidated balance sheet

SEK M

Intangible ossets

Tangible ossets

Nen-current financial receivables
Financial assets

Total non=turrent assets

Inventories

Accounts receivable

Current financial receivables
Other current receivables
Cash and cash equivalents

Total current assets

TOTAL ASSETS

Shareholders' equity
Total shareholders’ equity

Provisions for pensions, interest-bearing
Non-current financial liabilities
Other provisions.

Total non-current liabilities

Accounts payable

Current liabilities

Current financial liabilities

Other non-interest-bearing liobilities

Total current liabilities

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES

92 ARJO ANNUAL REPORT 2017

2017
6,634
1,134

334
8,102

1,104
1,898

434
672
4108

12,210

5,074
5,074

61
513
187
5.379

541

90

1,126

1,757

12,210

2016
6,663
110

316
8,089

1,044
2,277
1,397

450
1.44¢
6,624

14,713

10,658
10,658

36
1,361
195
1592

739

340
1,384
2,463

14,713

2015
6,343
1,656

302
8,310

1,194
1,584
1,477

644
808
5,707

14,017

10,227
10,227

98
475
1846
759

369
384
1,168
1,110
3.0

14,017

2014
6,336
1,638
10
378
8,382

1134
1,842
1,622

473
1,369
6,440

14,822

10,602
10,602

328
357
225
210

376
572
1,257
1,105
3,310

14,822



Condensed consolidated statement of cash flows

SEK M
Operating activities
Operating profit (EBIT}

Add-back of amortization, depreciation and write-down
Expensed restructuring and integration costs"

Paid restructuring and integration costs

Other non-cosh items
Financial items

Taxes paid

Cash flow before changes to working capital

Changes in working capital
Inventories

Current receivables
Current liabilities

Cash flow from aperations

Investing activities
Acquired operations
Net investments

Cash flow from investing activities

Financing activities

Change in interest-bearing labilities
Change in non-current receivables
Transactions with shareholders

Cosh flow from finoncing octivities

Cash flow for the year

Cash and cash equivalents ot the beginning of the period

Cash flow for the year

Translation differences

Cash and cash equivalents ot year-end

1) Excluding write-downs on non-current assets

Net sales by geographic area

SEKM

North America
Western Europe
Rest of the World
Group

207

281
715
250

36
-102
-135

982

-103
176
-483
572

-4652
-452

5,120
83
-5,897
-694

774

1,446
-774

872

2017
2,819
3,749
1120
7,688

MULTI-YEAR OVERVIEW

206 2015 2014
781 540 953
755 681 635

67 186 82
-108 -166 =173
21 2 11
-Nne -15 -92
-168 -162 ~291
1,238 266 1,125
~87 -78 -40
-345 15 [
13 -192 -132
719 an 759
-212 - -
-314 -516 -498
-526 -516 -498
-6 =17 -1
~47 -25 5
289 -808 -134
236 -850 -130
429 =555 an
808 1,369 1,012
4629 -555 N

9 -6 26
1,446 808 1,369
2016 2015 2014
2,905 2,957 2,700
3,759 3,873 3.7
1144 1,285 1137
7,808 815 7,568
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Key performance indicators for the Group

SEK M

Sales measures

Net sales

Net sales growth, %

Qrganic growth in sales, %

Expense medasures
Selling expenses as a % of net sales
Administrative expenses as a % of net soles

Research and development costs as a % of net sales

Earnings measures
Ovperating profit (EBIT)
EBITA

Adjusted EBITA

EBITDA

EBITDA growth, %
Adjusted EBITDA
Earnings per share, SEK

Margin measures

Gross margin, %

Operating margin, %

EBITA rmargin, %

Adjusted EBITA margin, %
EBITDA margin, %
Adjusted EBITDA margin, %

Cash flow and return measures
Return on shareholders’ equity, %
Cash conversion, %

Operating capital, SEK M

Return on operating capital, %

Capital structure

Interest-bearing (+) net debt / {-) net receivables
Interest-coverage rotio, multiple

Net debt/equity ratio, multiple

Net debt / adjusted EBITDA, multiple
Equity/assets ratio, %

Equity per share, SEK

Other

Number of shares

Number of employees, average

¢4 ARJO ANNUAL REPORT 2037

2017

7,688
-1.5%
-1.6%

20.4%
14.8%
1.7%

281
594
844
9946

-351%
1,246
0.43

44.6%
3.7%
7.8%

11.0%
13.0%
16.2%

1.5%
57.4%
10,317

5.9%

4,602
5.3x
0.9x
3.7x

41.6%
186

272,369,573
5,853

2016

7,808
-3.8%
-2.6%

17.8%
13 0%
1.7%

781
1,147
1,221
1,536

25 8%
1,610
1.80

44.1%
10.0%
14.7%
15.6%
19.7%
20.6%

4.7%
59.8%
11,055

8.5%

-1,175
8 2x
ELVAES
-0.7%
72.4%
391

272,369,573
5.763

2015

8115
7.2%
-2.3%

19.4%
12.8%
1.5%

540
733
923
1.221
-231%
1.411
113

44.3%
67%
9.0%
1.4%

15.0%
17.4%

2.9%
66.4%
1,168
6.5%

-579
&.2x%
-0.1%
-Q0.4x
73.0%
375

272,369,573
5,339

2014

7,568

18.8%
12.4%
1.5%

953
1,137
1,221

1,588

1,672
2.27

47.0%
12.6%
15.0%

16.1%
21.0%
221%

6.2%
60.4%
10,699

9.7%

~1,059
10.9x
-0.1x
~0.6x
71.5%
38.9

272,369,573
5,294



MULTI-YEAR OVERVIEW

Origin of key performance

medasures

Alternative performance measures refer to financial measures used
by the company's management and investors to evaluate the Group's
earnings and financial position, and that cannot be directly read or
derived from the financial statements.

These financial measures are intended to facilitate analysis of the
Group’s performance, The alternative performance measures should
not be considered substitutes, but rather a supplement to, the financial
statements prepared in accordance with IFRS, The financial measures

Sales measures

SEK M

(A) Net sales preceding year
Acquired/divested net sales for the period
(B) Organically net sales for the peried
Effect of changes in exchange rates

Net sales

{B/A) Organic growth in sales, %

Expense measures

SEK M

(A) Selling expenses

(B) Administrative expenses

(C) Reseorch and development costs, net
(D) Net sales

(A/D) Seling expenses as a % of net sales
(B/D) Administrative expenses as o % of net sales

(C/D) Research and development costs net, as a % of net sales

recognized in this report may differ from similar measures used by
other companies.

The alternative performance measures recognized below have not
been calculated in accordance with IFRS but have been presented since
Arjo believes that they are impertant in connection with investors’
assessments of the company and the company’s share. The alternative
perforimance measures are also presented in the company’s other
financial statements.

2017 2016 2015 2014
7.808 815 7,568 -
- 40 -46 -
-125 -210 -175 -
5 -137 767 -
7,688 7,808 8,115 -
1.6% -2.6% -2.3% -
2017 2016 2015 2014
1,571 1,392 1,575 1,422
1,136 1,016 1,039 937
134 133 118 16
7,688 7,808 8,115 7,568
20.4% 17.8% 19.4% 18.8%
14.8% 13.0% 12.8% 12.4%
1.7% 1.7% 1.5% 15%
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Profit and margin measures

SEK M 2017 2016 2015 2014
{A) Operating profit (EBIT) 281 781 540 953
Add-back of amaortization and write-down 315 366 193 184
(B) EBITA 596 1,147 733 1137
Add-back of depreciation and write-down 400 389 488 451
{C) EBITDA 906 1536 1221 1,588
Acquisition expenses - 7 4 1
Restructuring and intergraton costs 324 155 186 a3
Add-back of write-down of restructuring and
integration costs -74 -88 o] 0
{D} Adjusted EBITA 844 1,221 923 1.221
{E) Adjusted EBITDA 1,246 1,610 1,411 1,672
{F} Net sales 7,688 7.808 8115 7,568
(A/F) Operating margin, % 3.7% 10.0% 6.7% 12.6%
{B/F) EBITA margin, % 7.8% 14.7% 9.0% 15.0%
(C/F) EBITDA margin, % 13 0% 19.7% 15.0% 21.0%
(D/F)} Adjusted EBITA margin, % M.0% 15.6% M.4% 16.1%
(E/F) Adjusted EBITDA margin, % 16.2% 20 6% 17 4% 221%
Cash flow and return measures
] 2017 2016 2015 2014
Calculation of cash conversion
{A) Cash flow from operations 572 919 811 959
(B) EBITDA 996 1,536 122 1,588
{A/B} Cash conversion, % 57.4% 59.8% 66.4% 60.4%
Calculation of return on equity
(A} Net profit for the year 18 490 307 619
Shareholders’ equity at beginning of the period 10,658 10,227 10,602 9,295
Shareholders’ equity at the end of the period 5,074 10,658 10,227 10,602
{B) Averoge total shareholders’ equity 7.866 10,443 10,415 9,949
(A/B} Return on total shareheolders’ equity, % 1.5% 4.7% 2.9% 6.2%
Calculation of return on eperating capital
Total assets opening balance 14,713 14,017 14,822 13,220
Total assets closing balonce 12,210 14,713 14,017 14,822
Average total assets 13,462 14,345 14,420 14,021
Excluding average cash and cash equivalents -1,058 -1127 -1,089 -1,191
Exeluding average other provisions -220 =191 -206 -320
Excluding average other non-interest-bearing liabilities -1,867 -1,993 -1,958 -1,81
(A) Cperating capital 10,317 11,055 11,168 10,699
Operating profit (EBIT) 281 781 540 953
Add-back of acquisition expenses - 7 4 1
Add-back of restructuring and integration costs 324 155 186 83
(B) EBIT after add-back of acquisition, restructuring
and integrotion costs 405 943 730 1,037
{B/A) Return on operating capital 5.9% 8.5% 6.5% 9.7%
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Capital structure

SEX M

2017

Calculation of interest-bearing net debt, net debt/equity ratio
ond interest-bearing net debt / Adjusted EBITDA

Financial liabilities
Provisions for pensions, interest-bearing
Less finencial recevables

Less cosh and cosh equivalents

(A) Interest-bearing {+) net debt/(-) net receivables

(B) Shareholders’ equity
(C) Adjusted EBITDA

{ArB) Net debt/equity ratio, multiple

5221

-672
4,602
5,074
1,246

0.9x
3.7x

(A/C) Interest-bearing net debt / Adjusted EBITDA, multiple

Calculation of interest-coveruge rotio
Profit after financial items

{A) Addition of interest expenses

Add-back of restructuring and integration costs

(B) Profit ofter financiot items plus interest expenses and add-back of

restructuring and integration costs

(B A) interest-coverage ratio

Quarterly performance

Quarter 1
2,560
2,000
1,500
1,000
500

o ] -
Revenue Profit Cash flow'
before tax
® 2017 2016

Quarter 3
2,500
2,000
1500
1.000
300

a — —_—
-500
Revenue Profit Cash flow*
befare tax
® 2017 2016

1) From operations

5.3=

Quarter 2
2,500
2,000
1,560
1,000
500

o | ]
Revenue Profit Cash flow'
before tax
& 2017 2016

Quarter 4
2,500
2,000
1,500
1,000
200

0 -— -
-500
Revenue Prafit Cash flow'
before tax
® 2017 2016

MULTI-YEAR OVERVIEW
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2016 2015 2014
1,701 1,643 1.614
36 98 328
-1,466 -1,512 -1,632
-1,446 -aog -1,369
-1,175 -57¢9 -1,059
10,658 10,227 10,602
1,610 1,411 1,672
-0.1x -0.1% -0.1x
-0.7% -0.4x -0.6x
571 425 861
115 17 95
155 186 B3
941 728 1,039
8.2x 6.2% 10.9%

7
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The Group's 20 largest markets

217 2016 2015 2014
USA 2,242 29.2% 1 2,331 29.9% 1 2,377 293% 1 2129 29.2% 1
UK 992 12.9% 2 114 14.3% 2 1.263 15.6% 2 1,148 15.8% 2
France 478 B.8% 3 645 8.3% 3 613 7.6% 4 615 5.4% 3
Germany 409 7.9% 4 595 7.6% 4 414 7.6% 3 575 7.9% 4
Canoda 577 7.5% 5 574 7.3% 3 580 721% 5 57 7.8% 5
Australia 455 59% <] 428 55% 6 436 5.4% .} 383 5.3% 6
Netherlonds 293 3.8% 7 269 3.4% 7 282 3.5% 7 285 3.9% 7
ftaly 247 3.2% 8 238 3.0% 8 230 2.8% g 209 2.9% 8
Austrio 214 2.8% 9 200 2.6% ? 203 2.5% @ 201 2.8% 9
Belgium 181 2.4% 10 181 2.3% 10 193 2 4% 10 72 2.4% 10
Ireland 143 1.9% 1" 132 1.7% 12 127 1.6% 13 166 2.3% "
Switzerland 117 1.5% 12 134 1.7% 1" 134 1.6% 12 109 1.5% 12
India 103 1.3% 13 106 1.4% 13 106 1.3% 14 76 1.0% 1%
Denmark Be 1.2% 14 90 1.2% 15 91 11% 16 107 15% 13
South Africo 84 1.1% 15 86 1.1% 16 @9 1.2% 15 85 1.2% 15
Sweden 78 10% 16 78 10% 17 54 0.7% 19 72 1.0% 18
Singapore 68 0.9% 17 51 0.7% 20 &4 0.8% 18 63 0.9% 19
China 1] 0.9% 18 100 1.3% 14 136 1.7% n 104 1.4% 14
New Zealand 56 0.7% 19 S4 0.7% 19 47 0.6% 20 39 0.5% 20
Japan 3¢ 0.5% 20 26 0 3% 23 32 0.4% 21 18 0.2% 23

Quality and environmental certifications 2017

City Country Production 150 9001 15013485 5014001 CE CMDCAS
Suzhou China VTE prevention, Pressure Ulcer Prevention X x x x x
Magog Canada Patient handling X x X x x
Poznan Polond Hospital Beds, Patient Handling, Hygiene, x x X x %
Disinfection, VTE prevention
Zhuhai China Hospital Beds x x X X x
San Cristobal Dominican Patient handling, VTE prevention X X * x x
Republic
Cardiff UK Assembiy and Doppler equipment x x x x x

for diagnostics

x = Certified plant
* = certification planned for 2018
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Group companies

Head Office

Arjn AB

Hans Michelsensgatan 10
211 20 Malmo, Sverige
Tel. +46 10 335 45 00
President Joacim Lindoff

Australia

Arjo Australia Pty Ltd

PO Box 330

Hamilton Hill, 6163, Western Australia
Tel +61893374111

President: Michael Luxton

Arlo Hospital Equipment Pty Ltd

PO Box 320

Hamilton Hill, 6163, Western Australia
Tel: +61893374111

President: Michae| Luxton

loyce Healthcare Group Pty Ltd

PO Box 330

Hamilten Hilt, 6163, Western Australia
Tel: +61893374111

President: Michael Luxton

Austria

Arjo Austria GmbH
Lemboeckgasse 49A/ 4.0G
1230 Vienna

Tel: +43186656

President: Torsten van Steelandt

Belgium

ArjoHuntleigh NV
Evenbroekveld 16

9420 Erpe-Mere
Belgium

Tel; +3253607380
President: Jan van Megen

Bruzil

Arjo Brasil Participacoes Itda
Rua pMarina ciufuli zenfelice, 329
05040-000, S3o Paulo

Tel, +5551126087403

President: Fernando Hernandez

Canada

Arjo Canada Inc

90-350 Matheson Blvd. West
L5R 3R3 Mississauga

Tel +9052387880
President: Anne Sigouin

Arjohuntleigh Magog INC
2001 Tanguay

Magog, Quebec, JIX 5Y5
Tel +8198680441
President: Mikael Persson

China

Acare. Medical Science Co., Ltd
No. 6 Hongxingyi Road, Hongwan
Industnal Park, Nanping,
Xiangzhou District, Zhuhai,
519060 Zhuhai

Tel: +B6756 6326108

President Jos Qudakker

Anjieyou Suzhou Medical Equipment Trading
Co., Ltd

No. 158 Fangzhou Road, SIF, Suzhou, Jiangsu
215024 Suzhou, Jiangsu

Tel +B613506212668

President’ Jos Qudakker

ArjoHuntleigh (Shanghai} Medical
Equipment Ce., Ltd

4F, No.3, lane 128 Lin Hong Road
230335,Shanghal

Tel: +862161973999

President' Craig Alan Roddy

Getinge (Suzhou) Ce. Ltd
No 158, Fangzheu Road
215024 SIP Suzhou

Tel: +8651262838966
President: Kevin Zhao

Czech Repuhlic

Arjo Czech Republic s.r.o,
Na Strzi 1702 /65

140 Q0 Prague 4

Tel +420225092388
Prestdent: Libor Sevcik

Denmark

Arjo Danmark A/S
Vassingeradve) 52
DK-3540 Lynge

Tel +4549138486
President: Vegard Oulie

Dominican Republic
Getinge Deminican Republic SA
PIISA Industrial Park, Haina
91000 San Cristobal

Tel: +8099080055

President. Mikael Persson

GROUP COMPANIES

France

Arjo France 5.A 5.

2 Avenue Alade de Gasperi
59436 Roncq Cedex

Tel. +33320281313
President: Rob Geraerdts

Germany

Arjo Deutschland GmbH
Peter-Sander-Strafte 10
55252 Mainz-Kastel

Tel- +4961341850
President: Sabrina Kroger

Huntleigh Healthcare GmbH
Industriering Ost 66

47906 Kempen

Tel. +49215255111
President: Peter Cashin

Hong Kong

Arjo Hong Kong Limited

Unit 411-414 Manhattan Centre, 8 Kwai
Cheong Road, Kwal Chung, New Territonies,
Hong Kong

Tel: +85229607600

President: Michael Luxton

India

ArjoHuntleigh Healthcare India Pvt. Ltd.
1401, 1410 Remi Commercio, Plot No. 14,
Shah Industrial Estate, Off Veera Desai Road,
Andheri (W)

Mumba - 400053

Tel: +912266946697

Prestdent: Chander Tahilhani

Irelond

ArjoHuntleigh Ireland Ltd

EA House Damastown Industrial
Park Mulhuddart

Dublin 15

Tel: +35318098960

President. Joacim Lindoff

Italy

Arjo ltalia Spa

Via G.Peroni 400/402
00131 Rome

Tel* +390687426211
President: Giuseppe Arena
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GROUP COMPANIES

Japan

Arjo Japan K.K.

2-11-3 Dai Ogawa Bld 3rd floor,
Higashi-Shinbashr

1050021 Tokyo

Tel: +81264356401

President: Ikure Yoshizumi

South Korea

Arjo Korea Co., Ltd

2212, 22F Seoul City Tower,
110 Huam-ro, Jung-gu
Seoul, 04637

Tel +8225676502
Prestdent- Paul Gerard Lyon

Netherlands

Arjo Nederland BY
Biezenwe 21

4004 MB TIEL

Tel: +31344640800
President: Jan van Megen

Huntleigh Holdings BV
Biezenwei 21

4004 MB TIEL

Tel: +31344640800
President: Christian Merks

New Zealand

Arjo New Zealand Limited
PO Box 132262, Sylvia Park
Auckland 1644

Tel: +6495735344
President: Anthony Blyth

Norway

Arjo Norge AS

Oluf Helsets ve1 5
0694 Osio

Tel +4722080050
President' Vegard Oulie

Poland

ArjpoHuntleigh Polska Sp. z 0.0,

ul. Ks. Piotra Wawrzyniaka 2
62-052 Kemorniki

Tel' +48616621550

President: Barttornie) Kornaszewsk:

Singapore

Boxuan Medical Equipment Pte Ltd

31Kaki Bukit Road 3, #05-06,/07 Techlink,
Labby B

Singapore 417818

Tel: +6562027373

President Craig Alan Roddy
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Arjo South East Asia Pte. Ltd

31 Kaki Bukit Road 3, #05-06,/07 Techlink,
Lobby B

Singapaore 417818

Tel 462027366

President; Michael Luxton

South Africa

ArjoHuntleigh South Africa Pty Ltd
PO Box 16216

Pretoria North

Tel: +27125272000

President. Abdullah Ebrahim

Huntleigh Africa Pty Ltd

PO Box 16216

Pretoria North 0116

Tel: +27125272000
President: Abdullah Ebrahim

Huntleigh Provinaal Sales Pty Ltd
PO Box 16216

Pretoria North 0116

Tek: 427125272000

President. Abdullah Ebrahim

Spain

Arjelberias L.

7, Calle Carrer de I'Alguer, Nave 4
08130 Santa Perpetua de Mogoda
(Barcelona)

Tel: +34902430702

President: Mauricio Benito

Sweden

Arjo IP Holding AB

Hans Michelsensgatan 10

21120 Malmo

Tel: +4610 3354500

President Rasmus Spang-Kildegaard

Arje Treasury AB

Hans Michelsensgatan 10
21120 Malmd

Tel' +4610 3354500
President: Nils Johan Granberg

Huntleigh Technology Ltd Branch
Hans Michelsensgatan 10

21120 Malmo

Tel. +4610 335 45 00

President' Joacim Lindoff

Arjo Sverige AB

Hans Michelsensgatan 10
21120 Malmao

Tel. +46 10 494 77 60
President: Vegard Gulie

ArjeHuntleigh AB

Hans Michelsensgatan 10

21120 Malmo

Tel: +4610 335 45 00

President: Rasmus Spang-Kildegaard

ArjoeHuntleigh International AB

Hans Michelsensgatan 10

21 20 Malmo

Tel; +4610 33545 00

President: Rasmus Spang-Kildegaard

Switzerland

Arjo Switzerland AG
Fabrikstrasse 8

4614 Haegendorf

Tel: +41613379782

President: Torsten van Steelandt

United Arab Emirates
Arjo Middle East FZ-LLC
P.Q.Box, 214742

11488, Dubay

Tel: +97144470963
President: Chander Tahiliani

United Kingdom

Huntleigh (§5T) Ltd

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis

LUS 5XF

Tei +441582745767

President: Khizer Ibrahim

Huntleigh Diaghostics Limited

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis

LU5 5XF

Tel: +441582745767

President Khizer Ibrahim

Huntteigh Internatienal Holdings Ltd
Arjo Huntleigh House, Houghten Hall
Business Park, Houghton Regis

LUS 5XF

Tel: +441582745767

President Khizer Ibrahim

Huntleigh Luton Ltd

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis
LU5SXF

Tel. +441582745767

President: Khizer lbrahim



Huntleigh Properties Ltd

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis

Lus 5XF

Tel. +441582745767

President: Khizer |brahim

Pegasus Ltd

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis

Lus 5XF

Tel: +441582745767

President: Khizer Ibrahim

st Call Mability Ltd

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis, Dunstable,
Bedfordshire

LUS 5XF

Tel +441279 425648

President' Bettina Fitt

ArjoHuntleigh International Ltd

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis, Dunstable,
Bedfordshire

LUS 5XF

Tel: +441582745577

President. Paul Lyon

Arjo UK Ltd

Arjo Huntleigh House, Houghton Hall
Business Park, Houghton Regis, Dunstable,
Bedfordshire

LUS 5XF

Tel. +441582413104

President Joacim Lindoff

Huntleigh Healthcare Ltd

Arjo Huntlefgh House, Houghton Hall
Business Park, Houghton Regis, Dunstable
LUSSXF

Tel +442920485885

Presigent: Peter Cashin

Huntleigh Technology Ltd

Arja Huntleigh House, Houghton Hall
Business Park, Houghton Regis

LUS 5XF

Tel- +441582745767

President: Khizer Ibrahim

USA

Arjo Holding USA, Inc.
2349 W. Lake 5t.
Addisen, IL 60101

Tel. +18003231245
Pregident: Anne Stgouin

Arjo, Inc.

2349 W. Lake St,
Addisen, IL 60101

Tel: +18003231245
President: Anne Sigouin

GROUP COMPANIES
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DEFINITIONS

Definitions

Financial terms

Operating capital

Average total assets less cash and cash equivalents, ether provisions,
accounts payable and other non-interest-bearing habilities,

Return on operating capital
Rolling 32 months’ operating profit with add-back of acquisition, re-
structuring and integration costs in relation te operating capital.

Return on shareholders’ equity
Rolling 12 months' profit after tax in relation to average shareholders’
equity.

Cash conversion
Cash flow from operations in relation to EBITDA.

EBIT
Operating profit.

EBITA
Operating profit before amortization and write-down of intangible
assets.

Adjusted EBITA
EBITA with add-back of acquisition, restructuring and mtegration costs,

EBITA margin
EBITA In relation to net sales.

Adjusted EBITA-margin
Adjusted EBITA in relatien to net sales.

EBITDA
Operating profit before amortization, depreciation and write-down.

Adjusted EBITDA

EBITDA with add-back of acquisition, restructuring and integration
costs.

EBITDA margin
EBITDA inrelation to net sales.

Adjusted EBITDA margin
Adjusted EBITDA in relation to net sales.

Net debt/equity ratio
Interest-bearing net debt in relation to shareholders’ equity.
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Organic change
A financial change adjusted for currency fluctuations, acquisitions and
divestments.

Earnings per share
Profit for the period attributable to Parent Company shareholders i
relation to average number of shares.

Interest-coverage ratio

Profit after financial items plus interest expenses and add-back of
restructuring costs in relation to interest expenses. Calculated based
onrolling twelve-month data

Operating expenses
Selling expenses, administrative expenses and research and develop-
ment cosls

Operating margin
Operating profit in relation to net sales,

Equity/assets ratio
Shareholders’ equity In relation te total assets.

Medical terms
Deep vein thrombasis {DVT)
Formation of a blood clot in a deep leg vein.

Edema
The abnormal accumulatton of fluid in certain tissues within the body.

Ergonomics
A science concerned with designing the job to fit the worker to prevent
iliness and accidents.

Prevention
Preventive activity/treatment.

Pressure ulcers
Sores that occur when blood flow to the skin 1s reduced by external
pressure. Most common in patients with reduced mobility,

VTE
VTE 1s short for Venous thrombaembolism, and ts a condition tn which
blood clots form in the deep veins



OTHER INFORMATION

Other information

Distribution policy

The printed version of Arjo AB's Annual Report is only distributed to
sharehelders who expressly request a copy. The Annual Report is also
available in its entirety on the Group's website; www.arjo.com

Reading guide

* The Arjo Group is referred to as Arje in the Annual Report

* Figures in parentheses pertain to eperations in 2016, unless other-
wise specified.

» Swedish kronor (SEK) s used throughout the report.

s Millions of kronor are abbreviated SEK M.

~ All figures pertain to SEK M, unless otherwise specified.

« Information provided in the Annual Report concerning markets,
competition and future growth constitutes Arjo’s assessment and s
based mamnly on a combination of materal compiled externally and
internally,

Annual General Meeting and Nomination Committee

Annual General Meeting

The Annuai General Meeting will be hetd on May 4, 2018 at 1100 a.m.
at Clarion Hotel & Congress Malmo Live, Dag Hammarskjolds torg 2 in
Malmo, Sweden.

Registrotion

Shareholders wishing to participate at the Annual General Meeting

should.

» Be registered in the shareholders’ register kept by Eurcclear, not
later than April 27, 2018

+ Inform the company of their intention to participate not later than
Apnil 27,2018

Applications can be submitted in the following ways.

v OnArjo’s website, www.arjo.com

s By conventional mail to: Arjo AB, Att: AGM, c/o Euroclear Sweden,
P.C. Box 191, SE-10123 Stockholm, Sweden

* By telephone +46 (0)10 335 4700

Nomince-registered shares

Shareholders whose shares are registered in the name of 2 nominee
must have temporarily registered their shares in their own name with
Euroclear Sweden AB to be able to participate at the Annual General
Meeting. Shareholders represented by proxy should submit a power of

attorney to the company prior to the meeting. Anyene representing a
legal entity must have a copy of the registration certificate or a corre-
sponding document that indicates the proper authorized sighatory.

Nomination Commuttee

Arjo's interim report for the third quarter of 2017 contained instruc-
tions for shareholders on how to proceed to submit proposals to Arjo's
Nemination Committee and how to propose motions to be addressed
at the Annual General Meeting.

Owiddends

The Board of Directers and CEQ propose a dividend for 2017 of SEK

0 50 per share. The total dividend thus amounts to approximately

SEK 136 M. The proposed dividend for 2017 exceeds the target in Arjo’s
adopted dividend policy, The proposal is Justified based on the combi-
nation of the Group’s financial position and future development oppor-
turuties. The Board's proposed record date 1s May 8, 2018. Euroclear
expects to distribute the dividend to shareholders on May 14, 2018,

Financial information
Updated information on, for example, the Getinge share and corporate
governance s avallable on Arjo’'s website www.arjo.com.

The Annual Report, year-end report and interim reports are
published in Swedish and Enghsh and are available for download at
www.arjo.com. The Annual Report can also be ordered from Arjo AB,
Att: Informationsavdelningen, Hans Michelsensgatan 10, SE-211 20
Malmas, Sweden, Tel: +46 (0) 10 335 4500.

The following information will be published for the 2018
fiscal year:

May 4, 2018: Interim report, January-March

May 4, 2018 Annual General Mecting

July 19, 2G18: Interim report, January-June

October 22, 2018: Interim report, January-September
February 4, 2G19 Year-End Report 2018

April 2019; 2018 Annual Report
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Arjos arbete grundas 1 genuin omtanke em manniskors halsa och valoefinnande Arjo 3r en marknadsledande leverantsr av medicintekmiska produkter och fasningar
som hbjer livskvaliteten for vardtagare med nedsatt rarlighet och dldersrelaterade syukdomar. Erbjudandet omfattar produkter oehidsningar for patienthantering
hygien, desinfektion, sjukvardssangar, fdrebyggande av trycksdr, f8rebyggande av ventrombos samt férdiagnostik inom ebstetrik och kardiolog,
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