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Organization & structure

This is GARO
An innovative force

e GARO develops, manufactures and markets innovative products and complete
solutions for the electrical installations industry.

e We take clear overall responsibility which we have divided into four strong
product areas: Electrical distribution products, Project business, EV charging
and Temporary electric installations.

® GARO has a broad product range with a high rate of innovation and is market
leader in the Nordic region in several of its product areas.

e At yearend, the Group had 376 employees and operations in Sweden,
Norway, Finland, Ireland, Northern Ireland and Poland.

¢ Sales are divided into two business areas: GARO Sweden and GARO Other
markets (rest of Europe).

® The head office is in Gnosjé, Sweden.

® Production units are located in Gnosj6é and Varnamo, Sweden, and in
Szczecin, Poland.

e The GARO share has been listed on Nasdaq Stockholm since
March 16, 2016.
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THE YEAR IN BRIEF THE YEAR IN BRIEF

SR e St = o The year in numbers

sy

g R MSEK in net sales (657.8) in growth (19%) in EBIT margin (13.1%)

WL RE

MSEK in net income (66.8) SEK earnings per share (6.68) SEK dividend per share (2.85)

Company acquisitions and more
production capacity has made

Allocation of net sales Allocation of EBIT by Allocation of net sales

GARO si'ronger by segment 2017 segment, adjusted for items by product area 2017

EE affecting comparability 2017
2017 was an eventful year for GARO featuring sustained ;u Sweden Electrical distribution products
strong growth and innovative product development. During e Sweden
the year, two strategic acquisitions were conducted to 5
increase capacity in Project business and to strengthen Eq .
GARO's position as the leading player in connected EV (Ve EV charging
charging solutions. EU

To meet strong demand for charging stations, the plants
in Poland was expanded and production capacity has now
doubled. A major investment in solar installations has also

Key figures

generated many synergies with GARO's other product areas, 2017 2016 2015 2014
which aftracted interest in all markets.
As part Of tfhe fOCUS on a\r)vlngréalanmgl)ll dlglfi\lleed future, Net sales (MSEK) 796 657.8 554.1 441.7
our partner of many years Web-El Férsdiljning AB was Growth, % - 19% 25% 15%
acquired by the Group, as an important component in the
system and technology development of customized services. EBIT (MSEK) 98.1 73.8 62.4 39.8
Since 2017, the Gnosjé-based company Emedius AB is also EBIT margin, % 12.3% 11.2% 11.3% 9.0%
. part of the Group, which means GARO can quickly and Net income (MSEK) 85.6 57.0 45.8 23.5
eFF|C|en.t|y schsfy'the market's growing demands for complete Earnings per share (SEK) 8.56 5.70 4,58 228"
customized solutions. o . . . .
=l The transfer of the Temporary electric installations product Refurn on equity, % S 32.4% 31.3% 17:1%
area to larger and more suvitable premises in Véarnamo Investments (MSEK) 51.4 12.8 13.8 6.3
created more space to increase production and improve Equity ratio 47.3% 52.0% 49.8% 48.5%
wareh_ouse logistics, and to W|dgn the catchment oreo.For Net cash position (] / net deb (+] 56,1 173 04 19.3
recruiting new employees. The aim to promote a sustainable
Average number of employees 345 275 254 244

society concerns both product and system development and
the satisfaction and progress of all employees.

- | *) Earnings per share affer stock dividend and share split (50:1) decided on January 12, 2016.
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KEY EVENTS

Key events

PLANT CAPACITY DOUBLED IN
POLAND

Higher delivery reliability, greater
opportunities for product development
and more resources to handle the major
growth in all product areas. Garo’s
expanded factory in Szczecin, Poland,
was opened in November. With its
7,500 square meters, the facility is
twice as large and production capacity
has doubled. The factory is naturally
equipped with its own solar power plant
and uses energy-saving LED lighting.

E.ON - AGREEMENT FOR SEVEN
COUNTRIES
GARO made a breakthrough in the

infernational market by signing a multi-
year central agreement with E.ON. The
company is one of northern Europe’s
largest energy companies and has

to Varnamo

great responsibility for the expansion of
charging infrastructure in many coun-
tries. For GARO, the agreement consists
of the delivery of a large number of
chargers, for both home and public use,
to Sweden, Denmark, Germany, the
UK, the Czech Republic, Hungary and

Slovakia.

CHANGE OF CEO AT GARO

On 4 September, Carl-Johan Dalin
assumed the position of President and
CEO of GARO.

He joins GARO from Draka Kabel
Sverige AB, where he has been CEO
since 2014. CarlJohan has a degree in
engineering and, during his 14 years
with Draka Kabel, has held several
positions, including head of technology
and CEO. GARO'’s former CEO Stefan
Jonsson was available as support during
the transitional period, and then retired,

Charging stations fitted at
Swedavia’s airports

though he continues to have a role on
the Board.

SWEDAVIA - CHARGING
STATIONS TO 10 AIRPORTS

In collaboration with Rexel Sverige AB,
GARO has signed a major agreement
with Swedavia, which owns, oper-
ates and develops ten airports across
Sweden. As part of its proactive efforts
to limit the level of CO emissions,
Swedavia chose to invest in GARO's
charging stations to provide vehicle
charging to travelers. To-date, more
than 100 vehicle chargers have been
delivered as part of the contract and
deliveries will continue in 2018.

SOLAR INVESTMENTS

Positive experiences from the past
three years have convinced GARO

Emedius AB becomes part of GARO

to carry out a major investment in the
Solar product area. During the year,

a product manager and both internal
and external sales representatives were

employed who focus solely on this area.

The product area has a substantial
potential, many synergies with other
product areas and is interesting in sev-
eral markets. GARO offers everything
from complete packages for houses to
customized solutions for major projects.

EMEDIUS AB - NOW A GARO
COMPANY

In order to meet rising demand from the
construction industry for complete and
customized solutions, GARO acquired
the Gnosjé-based company Emedius
AB, to its Project business product area.
Emedius AB's operations are similar in
several ways to GARO's and contribute
skilled staff, increased production and

good customer relationships. GARO can
quickly and efficiently satisfy the mar-
ket's growing demands for customized
consumer units, distribution boards and
switchgears.

GARO ELFLEX - NOW IN
VARNAMO

In March, GARO Elflex AB moved fo its
own modern premises at the junction of
national roads and European highways
in Varnamo. The facility, which is 3,500
square meters, provides space for pro-
duction increases, a larger warehouse
and well adapted offices. GARO's
products in Temporary electric installa-
tions and lighting will find space here
to develop and grow. Varnamo is also
a larger town and as all GARO com-
panies need new recruits we can see a
expanded geographic distribution.

KEY EVENTS

GARO ACQUIRES WEB-EL
FORSALINING AB

As part of the focus on an increasingly
digitalized future, GARO broadened its
internal expertise through the acquisition
of Web-El Férsélining AB in Luled. This
follow several years of working together
to develop successful electronic compo-
nents for infelligent control of sockets for
charging stations, engine heaters and
power supply products for camp sites
and marinas. Web-El Férsalining AB will
now play an important internal role in
GARQO's system and technology devel-
opment of customized services.



Maintaining our lead-
ing role in innovative
product development

2017 was an eventful year for GARO featuring sustained strong growth and innovative
product development. During the year, two strategic acquisitions were conducted to increase
capacity in Project business and to strengthen GARO's position as the leading player in
connected EV charging solutions.

GARO has always viewed forward-look-
ing product development as a natural
part of its corporate culture. A clear
focus on technical leadership in com-
bination with close customer contact
and responsiveness to their wishes are
important explanations for GARO'’s
success. The striving and ability to
anticipate what customers want has
meant we have been fast, often first, to
launch many products.

We were one of the first to begin
developing charging stations for vehi-
cles, developed our distribution cabinets
in response fo demand from “smart
homes” and quickly established a
position as market leader in workplace
lighting thanks to our robust and energy-
efficient LED light “GARO Ball.” Another
example is an online and mobile appli-
cation with which customers can con-
figure their own consumer unit around
the clock. This means an order received
before midday can be delivered to the
customer on the same day. This app
is another step in an increasingly digi-
talized and connected world. A world
where GARO and our offering has a
natural place.

To strengthen our expertise, Web-El
Forsalining AB was acquired in the
fourth quarter 2017. After many years
of close cooperation, it was a natural
step to continue to develop as part
of the GARO Group. The acquisition
was strategically important for product
development at GARO, where demand
for smart, connected products is con-
stantly growing.

HEALTHY GROWTH

Net sales increased 21% to MSEK 796,
with a strong growth reported by the
Sweden business area and the Other
markets business area and healthy
growth in all product areas. This healthy
growth was the result of continued ex-

® Born in 1977 in Karlskoga

STATEMENT BY THE PRESIDENT AND CEO

pansion of charging infrastructure and
a strong construction market where we
were successful in our product launches.
In addition, we made the strategically
important acquisition of Emedius AB,
which contributed 8 percentage points
to net sales and provided us with a
markedly stronger position in the Project
business product area, which grew
sharply during the year.

EBIT rose 14% to MSEK 98.1. The
EBIT margin declined from 13.1% to
12.3%, which was in part a result of
slightly weaker gross margins but main-
ly a result of continuing investments in
product development, sales and market-
ing. During the year, these areas were
strengthened substantially to manage
the expansion of both the product port-
folio and geographic markets.

Even if the Sweden business area
remains larger than Other markets,
it is positive to note that the balance
between the two has been maintained
despite the present trend in construc-
tion and the expansion of charging
infrastructure in Sweden. A favorable
position in a strong construction market
has resulted in a strong performance in
Ireland. Using Ireland as a springboard,
we established a sales office in Belfast
in Northern Ireland at the end of 2017.
As part of preparations in Norway, we
are moving fo new, larger premises in
2019, which entails both better growth
opportunities and an improved logis-
tics location. The Finnish market has
begun to show positive tendencies and
GARO's Polish operations expanded
substantially in 2017.

FOCUS ON SUSTAINABILITY

Sustainable society is a key issue for
GARO and a natural part of our product
development. Many of GARO's prod-
ucts, such as engine heaters, charging
stations for vehicles, solar panels and

WHO IS CARL-JOHAN DALIN?
® President and CEO of GARO since September 4, 2017

e Lives in Nassjo with his wife and three children
e Background: development engineer, production manager, head of technology and CEO

What do you want to bring to GARO?
“First of all, | would like to say continuity. GARO is a well managed company with a good culture and high level

of expertise in technology and product development. As the company has grown very rapidly in a short period of
time, | believe | can bring structure and strategic thinking. | have extensive experience of working in a large inter-
national company and can also contribute process knowledge in several different areas.”

products for energy metering, already
contribute toward a more sustainable
society by reducing carbon emissions,
lower energy consumption and the
move toward sustainable electricity. We
abide by the UN Sustainable Develop-
ment Goals (SDGs), where we have
identified the areas that we can most
influence through our operations and
products. Based on the areas defined by
the UN, we are working to determine
the Group’s long-term sustainability

goals for 2030.

INCREASED CAPACITY

The strong growth experienced in recent
years have obviously been a challenge
in terms of capacity. The acquisition

of Emedius AB resulted in a welcome
capacity enhancement and the reloca-
tion of GARO Elflex (Temporary electric
installations) from Gnosjé to new, sig-
nificantly larger premises in Vérnamo
had a significant impact on our ability
to tap into strong demand. The factory
expansion in our Polish operations was
completed in 2017 and we passed the
milestone of 100 employees at GARO
Poland toward the end of the year. This
leaves us well-equipped for continued
growth and the changes we have made
enable an even higher level of service to
the market.

GARO has a positive outlook regard-
ing market conditions for 2018. The
construction market in Sweden remains
favorable and overall we see continued
high activity in our other markets. We
see a continued strong performance in
the EV charging product area and the
expansion of charging infrastructure in
all markets.

CARL-JOHAN DALIN
CEO GARO




STRATEGIC INVESTMENTS
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ACQUISITION OF EMEDIUS AB
EXPANDS PROJECTS

Market demand for project solutions in
the form of customized consumer units,
distribution boards and switchgears

is constantly growing. On February
28, 2017, GARO therefore acquired
the company Emedius AB to its Project
business product area. Emedius AB
had 36 employees and annual sales of
MSEK 71.5.

Emedius AB's operations and business
model is similar to GARO's in several
ways and entails a strengthening in
terms of production, relationships and
staff. The premises, which are con-
veniently also located in Gnosjd, are
perfectly adapted and the staff are high-
ly competent. In 2017, an analysis was
conducted of which products should be
included in the new shared platform and
which offering the Project business prod-
uct area should provide to customers.

WEL-EL - NOW A GARO
COMPANY

On October 27, GARO acquired the
Lule&-based company Web-El Férsdlj-
ning AB, with annual sales of MSEK
7.5. This strategically important acquisi-
tion provides broad expertise for the fur-
ther development of customized services
that are in demand from customers. This
is an investment in the digitalized future.
For the past 14 years, GARO has

Strategic
investments

Since 1939, GARO has gone from being a manufacturer that went with the
flow to become the leading developer of new smart electric products in the
Swedish market. GARO has adopted a distinct overall responsibility and

is divided into four strong product areas: Electrical distribution products,
Project business, EV charging and Temporary electric installations. Together,
these provide a constant and comprehensive cooperation in expertise, prod-
uct development, manufacturing, sales and training under a single brand —
GARO - which is now being disseminated across Europe.

worked closely with Web-El Férsdljning
AB on the development of electronic
products and controls. The compa-

ny also developed services together
with GARO that enable online and
smartphone connections, metering of
electricity consumption and monitor-
ing of GARO'’s products. This system
is currently used mainly in charging
stations, engine heaters and sockets at
camp sites and marinas.

Jérgen Forsberg, CEO of Web-El
Forsdlining AB:

“In addition to our development of
new electronic products, our connected
cloud services will be developed for
GARO's products with new exciting and
smart solutions with a focus on simplicity
and function.”

PLANT CAPACITY DOUBLED IN
POLAND

On November 16, GARO inaugurat-

ed the expanded factory in Szczecin,
Poland, marking the completion of a very
well executed investment project. The fo-
cility, which is now about 7,500 square
meters, was finished in September and
more than doubled the factory space and
the assembly capacity.

In line with GARO's environmental
policy, the factory is equipped with en-
ergy-saving LED lighting and a 70 kW
solar power plant that comprises 276

STRATEGIC INVESTMENTS

solar panels. Production is efficiently
managed using the LEAN method.

The capacity increase in Poland is
important for the GARO Group’s con-
tinued growth in all product areas. It
contributes toward higher delivery reli-
ability, greater opportunities for product
development and more resources to
handle the major growth in all product
areas.

GARO’S OVERALL
RESPONSIBILITY

GARO'’s overall responsibility is
most easily described through
the roles played by the various
product areas in an apartment
block. During the construction
period the entire workplace

is provided with reliable and
energy-efficient temporary elec-
tric installations and lighting.
To ensure the completion of the
building, Project business pro-
vides permanent power supply
that meet the demands of the
future. Each apartment is then
fitted with electricity assisted by
electrical distribution products
and when the building is com-

plete it is time for the vehicle
products from EV charging.

1



THE GARO BRAND
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The

GARO
brand

To strengthen GARO's brand as a leading innovator of products of the future,
the GARO Futuresmart concept was launched in 2017. The concept creates
new routes and opportunities to clearly and consistently communicate who
GARO is and what its brand stands for. Futuresmart communicates unique
internal values, innovation, quality products, a strong employee culture and a

solid customer focus.

With the concept, the market is offered
greater knowledge of GARO, which
increases the attractiveness toward
customers, partners and employees.
Futuresmart is based on innovation at
all levels of operations, helps to drive
innovative power and provides guid-
ance in all communication, regardless
of whether it is internal or external.

WE ARE GARO.
WE ARE FUTURESMART.

GARO Futuresmart stands for innova-
tion and for products developed for

the future. Products that ensure energy
savings, smarter control and that are
easy to use. GARO Futuresmart will
continuously evolve with new products,
training packages, certifications, sustain-

able solutions, user satisfaction, service,
efc. We constantly strive to do things
better, smarter and easier. For a safer
and more sustainable future.

GARO FUTURESMART
GUARANTEES:

* Innovation

* Reliability

* Energy saving

* Control

* Modern design

* Sustainability

* Training

* Service and support

* Digital technology

BUSINESS CONCEPT

With a focus on innovation, sustainabil-
ity and design, GARO provides profit-
able complete solutions for the electrical
industry

VISION

Determined to meet fomorrow’s oppor-
tunities, we are constantly evolving to
be the leading innovator in our product
areas.

MISSION

Through knowledge, innovation and
commitment, our common desire is to
develop complete solutions that are
future-proof.

Core values

INNOVATIVE

We are an innovative force that develops opportunities and business
for our customers. This makes us a dedicated, responsive and active
partner.

PRIDE

Our unique history, strong development and bright future, have
created our special “GARO culture.” It gives us confidence and
pride in everything we do.

THE GARO BRAND

EXPERTISE

We are experts in what we do and value the know-
ledge that leads to our clients’ development and

profitability.

LONG-TERM

Our focus is to develop reliable products for a sustain-
able future through strong commitment.
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PRODUCTS ADJUSTED TO THE MARKET
GARO's lengthy international presence has meant the centrally controlled

product department has established a high level of internal expertise in

respect of the different demands and needs of various countries. GARO'’s

products are developed and adapted specifically for individual markets. s
This process takes into account everything from local regulations and T
grid conditions to local market preferences. Naturally, marketing work is

managed locally for each market.
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PRODUCT AREA ELECTRICAL DISTRIBUTION PRODUCTS

Electrical distribution
products

Sales in product area Electrical distribution products are largely driven

16

GARO’S ORIGINS

Electrical distribution products is GARO's
original product area, in which all of the
other product areas have their origins.
With 3,500 items, it is also the largest
product area and has the broadest
product portfolio. Electrical distribution
products has gone from product sales to
now increasingly managing total concept
solutions. Product range and distribution
are adapted according to country.

STRONG DEVELOPMENT TEAM

GARO has a sirong team of innovative,
worldly product developers with a high
level of competence. In the past year, the
development department increased by
more than 50% through investments in
more personnel and broadened expertise.
From here, there is a constant stream of
new products with a complete approach
that applies to all four product areas.

FUTURESMART - A NEW
GENERATION OF ELECTRIC
SOCKETS

With a robust upgrade of design and
function, GARO has further secured

its role as market leader in the Nordic
region for smart electric sockets for cars,
camping and marinas. The new series
contains everything from simple varieties
of engine heaters that can handle tough
conditions to advanced commercial solu-
tions for autonomous control.

GARO'’s unique G-CTRL system can be
easily operated via the web or a mobile
app. It includes control and measurement
gathering so that each user can have ac-
cess to use and pay for their actual con-
sumption via Swish or debit card. G-CTRL
can be implemented in all of GARO'’s
engine heater posts, camping posts and
marina posts. The system was developed
in collaboration between GARO (hard-
ware) and Web-El Férsalining AB (digital
software). Thanks to the acquisition of
Web-El Férsdljning AB, GARO now owns
the full package solution.

APP-CONTROLLED ENGINE
HEATER SOCKETS

GARO's care heater sockets have taken
a major step forward. Now there is no
need for a diesel car to have the luxury
of preprograming heating for the engine
and the car interior. GARO's new sock-
ets control the car heater from inside

the house using a mobile app. This
enhances efficiency and reduces the
heating time, while it ensures that the
engine becomes warm, which leads to a
reduction in harmful emissions.

SIMPLER KNX IN SWEDISH

KNX is, of course, nothing new in

the market, but GARO has further
developed, simplified and packaged

it to meet the demands of GARO
Futuresmart. KNX's basic language is
English, but now all of the installation
and user instructions have been translat-
ed for the Swedish market. Competence
has also been engaged in the form of
experienced sales staff and advisors,
who organize training courses.

KNX is a smart control system for
most of the electrical equipment in a
property — electricity, ventilation, light-
ing, alarms, solar protection, etc. The
system can be assembled using loose
components that are sold through Electri-
cal distribution products, but GARO also
offers KNX ready assembled through its
Project business. KNX supplements the
range of standard components (fuses,
circuit breakers) and makes GARO an
even more complete supplier.

GROUND-MOUNTED METER
CABINETS

A change in regulations enables the
development of ground-mounted meter
cabinets for newly built single-family
homes. Previously, meter cabinets were
mounted on or in the house facade
when the house had been completed.
The new cabinet offers a saving in
monetary and environmental terms,

by the intensive construction of homes and renovation work to which tax 5
deductions for labor apply. In addition, in 2017, the population increase :g
was on a high level, which contributed to a positive trend in this product 5
area. Increased environmental awareness and extensive interest in energy A

savings are driving constant development in both technology and control.

although it initially costs more. The en-
ergy company only needs to come on
site once and the full installation can be
completed before the house is even in
place (the construction project can also
access electricity from here). The house
facade can be kept intact, meaning that
it is an energy-efficient solution.

MAJOR SOLAR INVESTMENTS

The market demand for solar panels is
increasing. Solar is an aftractive area
with major potential in all of our markets,
both for single-family home installations
and for larger projects. After three years’
experience, GARO is now making a
larger investment in Solar. For example,
GARO supplied a solar facility for the
Swedish embassy in Riyadh in 2017.

DEDICATED SOLAR EMPLOYEES

A dedicated product manager, and both
infernal and external sales staff were
employed to raise competence, meet
the demands of the market and work
for synergies in GARO's other product
areas. This reinforcement has now cre-
ated sales of finished, customized pack-
ages for solutions for larger projects.
GARO assures the quality of the entire
assignment by providing the latest tech-
nology, the best solar energy effect and
training for the installation engineers.

COMPLETE SOLUTIONS WITH
SOLAR

In the area of solar energy, GARO offers
energy-saving systems for single-family
homes, apartment buildings and industry.
GARO is able to offer a complete solu-
tion, by which it is possible to produce
your own electricity via solar panels

on the roof that is used to charge your
electric car. Everything from a single
supplier.

GARO Electrical distribution products distributes
about 3,500 electrical products and complete solu-
tions for fixed electrical installation within industry,
newbuilds of premises, housing and properties and
for renovation projects. This could be anything from
connectors to complete distribution cabinets contain-

ing media, control and metering. From electric posts
for cars, camping and marinas to outlet boxes and
safety switches for machinery in industry. Indeed,
even solar package solutions with panels of superior
quality, high efficiency and the best test results.




The GARO Project business assembles complete, customized and installation-ready solutions to meet specif-
ic requirements from customers. Strong growth in the construction sector, in combination with our security of
supply and high quality, has given us a market-leading role within complete solutions in low-voltage distri-
bution. This mainly involves switchgear, cable cabinets, distribution units and apartment fuse boxes. GARO
quality can be guaranteed at every stage by the company controlling all projects itself, from initial inquiry
to the delivered solution.

Project
business

PRODUCT AREA PROJECT BUSINESS

The construction sector is increasingly demanding prefabri-
cated solutions. For these, it is important to be able to develop
customer-unique complete solutions with appropriate content,
which can then be assembled at the construction site quick-

ly, safely and simply. Due to the products from all of GARO’s
product areas, the Project business has the competence and
flexibility to assemble electrical distribution products — for rapid

installation, in varying sizes and for all types of properties.

IN DIALOG WITH THE INSTALLATION
ENGINEERS

By constantly being out and about and
listening to the market's needs, GARO contin-
vously builds new prototypes that are tested
in dialog with the installation engineers.

This makes it possible to always guarantee
quality, simplicity and efficiency. To date,
Sweden has been the main market, but this is
beginning to spread to Norway and Ireland.
GARQ's distribution boards and switchgears
can be adapted to the standardizations of
various countries and can be made customer-
specific for apartment properties and major
industrial and business facilities.

DRIVEN BY IMPROVEMENTS AND
SIMPLIFICATIONS

GARO's Project solutions are not just any
distribution cabinets. They always guarantee
simple installation, smart functionality, high
safety and generous efficiency — under con-
stant development. The contents of the cab-
inet are adapted to the need for electricity,
data, telecom and now the most recent smart
control system, KNX, which GARO has in its
product portfolio that has also simplified the

FUTURESMART

ORDER USING THE APP AND GARO WILL BUILD
IMMEDIATELY

To become closer to the end customer and re-
solve their needs directly on-site, GARO Project
business has launched e-commerce in an app
form, which is available 24 hours a day, both
by mobile and on the Internet. Using the app,

the installation engineers can themselves config-

ure their project solutions for a consumer unit.

Orders received before 12:00 noon are assem-

bled by GARO and delivered the same day.

work of the electrical engineer.

Sales in Project business create an after-
market for the other product areas in the
event of future expansion and updates, when
individual products are sold. GARO also has
a service team that adds to the cabinets, as
well as conducting remodeling and safety
testing on-site.

PROJECT BUSINESS STRENGTHENED
BY EMEDIUS AB
In order to meet rising demand from the con-
struction industry for complete and custom-
ized solutions, GARO acquired the Gnosj-
based company Emedius AB, to its Project
business product area. Emedius AB's opera-
tions are similar in several ways to GARO's
and contribute skilled staff, increased produc-
tion and good customer relationships.
During the year, GARO worked to inte-
grate Emedius AB, which will be entirely
incorporated into GARO Montage in 2018.
GARO can quickly and efficiently satisfy the
market’s growing demands for customized
consumer units, distribution boards and
switchgears.

ALL DOCUMENTS VIA QR CODES

In 2018, GARO QR labeling will accompany

every cabinet delivered. By scanning the QR
code on the cabinet, the installation engineer
can access a central drawing directly in their
mobile or tablet, gaining access to drawings,

user instructions, test protocols, etc. This results

in major savings in time and paper.
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QUICK FACTS

DC = direct current 500-1000V.
AC = alternating current 230-400V
(standard electricity grid).

The battery for an electric car always requires
direct current = DC. In AC charging, the AC/DC
convertor is located in the car. In DC charging the
convertor is in the charging station.

AC charging can usually only handle the middle
register of <63A/400V
Rapid charging requires DC charging.

GARO presented its first vehicle charging station already in 2008. Since then, there
have been further developments and the range of products has been substantially
expanded. Today, GARO is the Nordic region’s leading manufacturer of charging
infrastructure and the rest of Europe is in the pipeline. With its unique product port-
folio, the company can offer all types of charging stations — from a simple 3.7 kW
home charger, to have at home in the garage, to the high-efficiency 150 kW station
that can fast-charge a large bus.

e
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sions will be taken to “refue

or grocery store car parks.

RAPIDLY GROWING

The EV charging product area remains
the most rapidly growing part of the
GARO Group. Group-wide responsibili-
ty is controlled from Sweden, but an in-
creased focus on the export market has
given rise to international strengthening
and presence. In addition to dedicated
charging sales staff in Sweden, specially
trained sales staff have been employed
in Norway, Poland and Finland. A prod-
uct manager has also been employed
for the EV charging area. In conjunction
with the acquisition of Web-El Férsal-
ining AB, which adds broad digital
competence, GARO is now set to meet
the demand for customized services.
Production in Sweden and in Poland

has also been expanded, giving GARO

increased capacity in the product area.

THREE KEY MARKET SEGMENTS

The strongly accelerating market can be
divided into three segments:

* Highways - high-efficiency chargers
for long distances. Operated by the
energy companies.

» Community expansion — public char-
gers in places that people travel to.
Operated by municipalities, local
players, shopping centers, hotels and
parking companies.

FUTURESMART

NEW FAMILY OF SMART WALLBOXES

During the year, GARO launched a new family of smart wall-
boxes — GLB. The boxes, which communicate using Wi-Fi,
have builtin load balancing and function together with vari-

ous pay services.

EV charging

The market growth in charging infrastructure is accelerating strongly. This is
mainly being driven by the automotive industry, in which all leading manu-
facturers are presenting a large number of new models of electrical vehicles,
with increasingly large batteries and longer ranges. In the future, no diver-
the car, but instead charging stations will be in
locations that people visit nonetheless, such as workplaces, shopping centers

* Workplaces and housing — where the

car remains for extended periods.
Operated by private individuals, com-
panies, tenant-owner associations, etc.

MAJOR CONTRACTS AND
BUSINESS

* In 2017, GARO made a break-

through in international markets
through a multi-year central agree-
ment with E.ON, which is one of the
largest energy companies in northern
Europe. The agreement consists of
the delivery of a large number of
chargers, for both home and public
use, to Sweden, Denmark, Germany,
the UK, the Czech Republic, Hungary
and Slovakia.

GARO signed a partnership agree-
ment with an Austrian company for
the distribution and sale of GARO's
chargers in Austria, Switzerland,
Poland and the Baltic states, among
others.

GARO has been entrusted to continue
working with Fortum. It has ordered
another 25 DC chargers (quickcharg-
ers), with most of them being deliv-
ered to Norway.

In collaboration with E.ON, GARO
also supplies chargers to ICA, whose
goal is to equip all of its store car
parks with vehicle chargers.

WALL-MOUNTED LS4

PRODUCT AREA EV CHARGING

A
Ss

o
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* The collaboration with Vattenfall has
been developed and several shared
projects were conducted, including
the so-called “charging streets” for the

City of Stockholm.

* |n collaboration with Rexel, GARO
has signed a major agreement with
Swedavia, which owns, operates and
develops ten airports across Sweden.
To-date, more than 100 vehicle char-
gers have been delivered as part of

the contract and deliveries will contin-
ve in 2018.

A WINNING CHARGER

A GARO vehicle charger is among the
company's smartest products for control
and connection using cloud-based ser-
vices. With our own development de-
partment and the newly acquired Web-
El Férsalijning AB, it is possible to build
complete technical solutions, with builtin
digital intelligence, systematically.
Through rapid decision-making
paths and a high level of in-house com-
petence, GARO always delivers the
highest safety level and functionality, as
well as the possibility to adapt to inter-
national conditions. Customers and part-
ners are continuously offered specific
training seminars for electrical installers,
electrical wholesalers, sales staff and
technicians.

GARO LS4 charging stations for work or home are easily to
manage and can handle the tough demands of public spaces.
The modern design with clear charge indication has now also

been adapted to wall-mounted model, which creates more
installation possibilities in a garage environment.
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PRODUCT AREA TEMPORARY ELECTRIC INSTALLATIONS

GARO develops and manufactures a complete range of products for temporary electricity and lighting.
The products often comprise distribution cabinets and general lighting with accessories for use on con-
struction sites or for events. Perhaps you already know that GARO Ball was first to launch the market's
most energy-efficient and climate-smart LED working light for demanding environments2 Or you have
noticed the growing number of GARO-red construction cabinets at Sweden’s construction sites?

Temporary electric
installations

The long-term economic boom has resulted in a new approach to profit-
ability in the construction industry. Many see a gain in investing in main-

on to a future projects. The environment debate continues and requires

INVESTIGATING NEEDS

GARO Temporary electric installa-
tions is known for being sensitive,
fast and reliable. With a frequent
presence at construction sites and at
various events, improvement needs
are uncovered, which leads to the
development of new solutions. Half
of all deliveries are customer-unique
and often foiled in accordance with
the customer’s brand profile. Each
individual product is always 100%
tested and verified with guaranteed
reliable functionality. This makes the
number of complaints minimal.

MOVE TO LARGER PREMISES
IN VARNAMO

A major positive change in
Temporary electric installations in
2017 was the move fo the new prem-
ises in Varnamo on March 1. The for-
mer location in Gnosjd, in a 1,200
square-meter area, was cramped and
was also required for other growth
within GARO. Temporary electric
installations now has fine, large and
adapted premises of 3,500 square
meters in a prime location in Varna-
mo, adjacent to the junction of the E4
motorway and highway 27.

The new premises provide scope
for growth with new products and
for investing in new markets. During
the year, the number of employees
doubled and two entirely new po-
sitions were established, product
manager and production and pur-
chasing manager. This resulted in
positive changes that generate better-
structured flows and major produc-
tion and efficiency improvements.
Varnamo, which is 30 km from
Gnosjd, is also a much larger town,
which provides increased opportuni-
ties for recruiting new employees.

MAJOR TRANSACTIONS

DURING THE YEAR

* New cooperation agreement with
Derome Byggvaror, a major con-
struction wholesaler and retailer.
The agreement comprises the
entire GARO range in Temporary
electric installations and lighting,
which will be distributed to their
warehouses and stores. During the
autumn, product and sales training
was conducted at Derome's facili-
ties throughout the country.

* In the face of intense competition,
GARO secured a major transaction
with one of the country’s largest

tenance-free products with a prolonged life, which can be easily moved ?

energy savings using LED lamps in permanent and temporary installations.
In addition, the number of outdoor events is increasing. All of this benefits \&
GARO's sales of Temporary electric installations.

o
Sﬁafe of ne* °

hire companies and supplied
1,000 large cabinets for tempo-
rary electricity. Since the products
are subject to intense competition,
it is extremely important to win

on the basis of other factors than
price. Instead, GARO deployed
additional resources to handle the
delivery schedule.

* Northern Europe’s largest hire
company also chose a renewed
contract with GARO because of
the higher delivery reliability. Their
entire annual Swedish requirement
of 10,000 Ball work lights were
to be delivered over an 18-week
period. Against intense competi-
tion, GARO increased its resources
and won the tender.

* Together with Ahlsell, GARO was
entrusted with supplying both
lighting and distribution boards for
the prestigious Forbifart Stockholm
bypass project that commenced
in 2017. Of the road’s 21 km,
more than 18 km go through tun-
nels. The construction time will be
approximately ten years.

AN

)

=)

N/

I ‘ —_—

b

T

e e [
)
1
=

WY

N

R T

i

!
L

[ et

T

ks
[y
T

ey =

vaevs SRS w1 [
rige
P : ..,_-.":’*' o'
;.-':'\jr .|-| T,;F'
2— '.-I_ '_ ,1"-"
.." e

L

-':‘-' e

- AR Em .
. 'Ic?{i"_.ﬂ': '.‘-'-_‘

- o :"";!f___.
AN

in

oot

.\‘I-i&ﬂf‘.
i ._\.-f 0

.
:

P
i
\
¥
-
[
-
N
e "'.\fr.
o Ll /
s el
f
5
'}

» AL
O ) A O
»,
ARO developed a ne g g tra
Q
ormer tor 48 o 0o 0 g
developme as conductea
entreprene and leasing companie
a fo 0 e endline eqase o

Ny

{

A

]

==
| b

)’;-‘_L

Il

't

b

=
FEL i
___,L,_.-r"-_!.-.- v

Ay

1
¥
£
£
Ly
i
{
X
“’L
3
1-F
i
o
i
[}
[ -
T
i

ih

|

I

R
T

=t
i

S sy

i e

s

sukiea e — E : ) f e
i "‘;-li_"*
t
= = 3
R bLE
i >
| il
= ’r
= = 2
= =
PP, Wl . :
B A ? .
- b e
e = i
o Qf < - =t ! %
l_l."-' SanH of e = ..
T ¥ = FF! :
4 + = = e i
= 'r"'—.:_‘_‘_‘_‘_‘_
=T ==



FINANCIAL TARGETS FINANCIAL TARGETS

Financial targets

GARO's financial targets are based on the company’s vision and
business concept. The focus is on strong, profitable growth and
sustainable value creation, with positive and healthy finances. This will
lead to long-term profitability that will enable the development of the
operations and provide a healthy return for our shareholders.

The GARO Group's financial targets over a business cycle are
as follows:

Sales growth Profitability Return Equity ratio Dividend policy

Organic growth will amount to The EBIT margin for the Group Return on equity will The equity ratio will not be less  The dividend will amount to
not less than 10% per year. will amount to not less than amount to not less than 20%. than 30%. approximately 50% of the

10% of net sales per year. GrOL(Jf's net earnings after tax.
The dividend proposal must

take into account GARO's long-
term dividend potential and the
Group's general investment and

consolidation requirements.




THE GARO SHARE

THE GARO SHARE

DATA PER SHARE

Data per share SEK 2017 2016
Adjusted EPS - 6.68
Earnings per share 8.56 5.70
Cash flow from operating activities per share 5.15 4.84
Equity per share 25.27 19.44
Average number of shares, thousands 10,000 10,000
Number of shares at the end of the period (000s) 10,000 10,000

THE LARGEST SHAREHOLDERS AT DECEMBER 29, 2017 (FROM EUROCLEAR)
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Shareholder Number of shares Capital %
Lars Svensson 3,568,345 35.7
Nordea Investment Funds 878,764 8.8
Svolder aktiebolag 850,000 8.5
Stefan Jonsson Invest AB 585,085 5.8
Cecilia Clenow 414,404 4.1
Torbjérn Salén 414,404 4.1
Spiltan Fonder AB 391,560 3.9
SEB Investment Management 258,119 2.6
S3/IICS Clients 212,600 2.1
I h e GA Ro s h a r e Third Swedish National Pension Fund 205,456 2.0
GARO'’s information disclosure to its shareholders and the remain- OWNERSHIP STRUCTURE AT DECEMBER 29, 2017 (FROM EUROCLEAR)
der of the capital market aims to create a fair image of the Group’s
performance, minimize the risk of rumors being spread and of spec- p— _ Holding Number of shares %
ulation, as well as contributing fo increasing interest in the company’s T I e 1-500 4,041 932
share. The ambition is to act quickly and correctly. GARO's share has 501-1 000 144 3.3
o c 1,001-5,000 88 2.0
been listed on Nasdaq Stockholm since March 2016. 500110000 3 o3
10,001-15,000 7 0.2
15,001-20,000 7 0.2
20,001- 36 0.8
Total 4,336 100.0%
PRICE GRAPH FROM MARCH 16, 2016-DECEMBER 31, 2017
B cArO OMX Stockholm PI Number of shares traded in thousands per month
IPO 2016 of trading, the share price closed at SEK  DIVIDEND
The price in the listing offer in 2016 ]?5'5' an in'creos<.a of 8.3% compared GAROQO'’s Board of Directors proposes
was SEK 73 per share, corresponding with the closing price on Dejcember that the Annual General Meeting resolve 300
to a market value of the total number of .3] , 2016. The average daily volume to approve a dividend of SEK 4.00 per
shares in GARO of MSEK 730. The offer  in 2017 amounted to 14,205 shares.  share (2.85), corresponding to 46.7% 250
comprised 4.6 million existing shares GARO's market capitalization on Decem- o profit per share. The dividend policy
(including the over-allotment option) that ber 31, 2017, was MSEK 1,755 and is that the dividend shall amount to
were distributed o around 7,500 inves- e company was transferred from the around 50% of the net profit after tax. 200
tors. Svolder AB and Vaétterledens Invest Nqsdoq.Stockholm Small Cap segment The dividend proposal must take into
AB were “cornerstone investors” in the fo the Mid Cap segment on January?, account GARO'’s long-term dividend 150
offer and acquired a total of 14 percent 291 8. The change from Small qup fo potential and the Group’s general invest-
of the fotal number of shares in the offer. Mid Cap was a result of Nasdaq's annu- et and consolidation requirements.
al review of average market capitaliza- 100
SHARE PRICE AND AVERAGE tion in the Nordic market segment. The
VOLUMES Mid Cap segment comprises companies
A total of 3.6 million shares were trad- with a market capitalization of between 50
MEUR 150 and EUR 1 billion. MAR  MAY UL SEPT NOV  JAN MAR  MAY UL SEPT  NOV

ed during the year and on the final day
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We are proud that one of GARO'’s core values

is ‘a long-term approach’, which for us means
employing extensive commitment to develop safe
and innovative products for a sustainable future.”

— Magnus Suksee, Quality and Sustainability Manager

GARO’S COMMITMENT

The demand for a healthy lifestyle and
sustainable products has never been
greater than it is foday and the trend
looks set to continue. The goal of the
GARO Group's strategic sustainability
work is to be the leader in its area of
operation for responsible business. One
of the core values is “a longterm ap-
proach,” which for GARO entails devel-
oping safe and innovative products for
a sustainable future with a large amount
of dedication.

Sustainability work is part of all of
GARO's operations and is to be visible
in all markets where they are present.
There is an enormous responsibility for
the impact that all of the activities and
decisions have on the environment,
society and people throughout the value
chain.

There is great pride in GARO's prod-
ucts, particularly those that encourage
a more sustainable lifestyle, such as
charging stations for electric cars, work-

Sustainability

GARO is convinced that sustainability is a necessary basis for a
company’s long-term success. The internal journey toward greater
understanding of the company’s impact on society, the environment
and the people around us is gathering momentum. There is great
pride in GARO's products, which in several ways contribute to

the sustainable development of society and work systematically to
improve the company’s footprint.

place lighting using modern LED technol-
ogy, solar panels, engine heaters and
products for energy measurement.

To be able to exert influence at the
local, regional and global level, key
persons take part in this work, such
as active members of various forums,
including sustainability networks and
regional climate councils.

UN SDGS

In 2015, the countries of the world
agreed on 17 sustainable development
goals (SDGs) by 2030. These goals
show the way to a healthier and safer
world and are highly relevant, not only
for nations but also for companies. In
this context, GARO wants to ensure
that the business plan is in line with the
SDGs. Thus, the Group can enhance
its competitiveness, identify more future
business opportunities and avoid future
risks. In addition, GARO contributes to
a better existence.

During the past year, an analysis was

Goals GARO’s impact on the SDGs

7 Affordable and clean energy ~ GARO offers products that contribute to sustainable energy solu-
tions, as well as more efficient energy use in the operations and
their value chain.

8 Decent work and economic As an employer, GARO is responsible for its employees having
growth decent and fair working conditions, the opportunity for education
and a safe work environment. In relation to its suppliers, GARO
can contribute to their working conditions maintaining a good
standard. GARO offers products that contribute to sustainable
transport systems in cities.

11 Sustainable cities and GARO will contribute to increased growth, but with reduced
communities negative impact.

12 Responsible consumption and
production

13 Climate action

As a producer, GARO can contribute to a more resource-efficient

and circular society by designing products so that the components
can be more easily reused and recycled, and more reused materi-
al is used in the development of products.

GARO can reduce climate emissions in its own operations and
in the supplier chain through such factors as choice of materials.
In particular, GARO's products can reduce climate emissions in
society.

SUSTAINABILITY

conducted of what goals in the opera-
tions and among the products have the
most impact. It was possible to find both
positive and negative effects. In the com-
ing years, the Group will place particu-
lar focus on the following five SDGs:
Using the UN’s guide, the SDG
Compass, the analysis will become
more in-depth and develop the Group's
long-term sustainability goals for 2030.
Despite the focus on the five named
goals, all 17 goals must be taken into
consideration. The goals are connected
with each other in various ways, since
success is often required in some of the
SDGs so that it is possible to achieve the
others.

CONTROL WITH A FOCUS ON
MATERIAL ISSUES

Not overcomplicating matters and focus-
ing on material issues is a key aspect of
how the GARO Group is driven. There
has long been a long-term approach
and basic systematic work on envi-
ronmental and social issues, in which
the certified management systems are
important tools.

To promote and further develop the
company's sustainability control, a
crossfunction sustainability team was
created during the year, including
representatives of purchasing, quality,
environment, sales and marketing. The
team is responsible for designing the
framework and guidelines for efficient
and results-focused effort by the Group.
Every subsidiary follows these guide-
lines and is also responsible for taking
info consideration national regulations
and conditions.

In 2017, GARO surveyed its
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operations from a sustainability perspec-
tive. A questionnaire involving all sub-
sidiaries was conducted, alongside a
stakeholder dialog, as well as a survey
of GARO's sustainability impact.

In addition to the continuous dialog
with all stakeholders, specific in-depth
inferviews were conducted with some of
them to ensure the correct work method
and reporting in relation to the most es-
sential sustainability issues. The Group's
most important stakeholders include
shareholders, electrical wholesalers,
construction companies, property com-
panies, electrical installers, employees
and suppliers.

It was identified in the materiality
analysis that GARO’s most essential
aspects are:

* Climate impact
* Energy consumption

¢ Occupational health and safety,
including product safety

* Local purchases

* Use of materials and materials in the
products

* Product information

* Anti-corruption

* Social issues in the supply chain

During the year, the sustainability team
conducted a risk survey of the Group,

in which the greatest sustainability risks
were identified and graded on the basis
of probability and economic impact.

GROUP MANAGEMENT
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Local sustainability risks for the sub-
sidiaries are the responsibility of each
company.

To ensure that the Group maintains
its course toward its sustainability am-
bitions, GARO has designed several
guidelines for its employees and, to a
certain extent, also GARO's suppliers.
These guidelines cover such areas as
quality, environmental policy, anti-
corruption, equality, diversity and
insider dealing.

OPERATIONS THAT DELIVER

Well-functioning operations are an
obvious requirement for being able to
offer sustainable products that are also
in demand. The guidelines for GARO'’s
operations are described in a Code of
Conduct that encompasses the entire
Group. This contains, for example, infor-
mation about business ethics, health and
safety, discrimination, equality, human
rights, the environment and social com-
mitment.

SKILLED AND MOTIVATED EMPLOYEES
Healthy and dedicated employees are a
necessity for GARO's continued success.
Employee surveys and annual perfor-
mance reviews provide a useful view
of what leads to employee contentment
and what needs to be improved. The
ambition is for all employees, regardless
of position, to be able to develop as
people and in their professional roles.
Annual performance reviews, in which
the employee and their closest manager
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agree on the next step in competence
development, is an important part of
this.

Internal career opportunities are a key
success factor in the endeavor to be an
attractive employer. Employees are giv-
en both the opportunity and encouraged
to further develop their career in the
organization.

An informal working environment with
mutual respect provides everyone the
same opportunities for a safe, healthy
and creative working environment. The
key to success is fo continuously develop
the employees both for their own and
the company’s best.

EQUALITY AND DISCRIMINATION

The GARO culture is characterized by
openness and a healthy approach to
diversity. To be able to attract different
target groups, the same development
opportunities are provided regardless
of gender or background. It is a success
factor to have employees with many
different experiences.

A workplace with an inclusive en-
vironment generates a better work
climate, greater opportunities for recruit-
ment and a more efficient organization.
In their introduction, all new employees
are given an overview of the GARO
Group's equality policy and Code of
Conduct.

The Group has zero tolerance for any
kind of discrimination. Each leader and
manager is responsible for this being
followed and that the slightest suspicion
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of irregularities will be reported for
immediate investigation.

SAFE AND HEALTHY WORKPLACE
All employees and contracted staff shall
have a safe and healthy work environ-
ment. For this reason, systematic health
and safety work are integrated into
the business system. Well-established
procedures prevent and manage any
incidents, accidents and sickness in the
workplace.

The company provides appropriate
safety equipment fo all employees where

necessary according to current legislation.

The employee is accordingly obliged to
use prescribed safety equipment.

Employees are encouraged to pursue
a healthy lifestyle through fitness contri-
butions and the Group offers voluntary
health checkups to everyone. Massage
is offered during paid working hours, at
a subsidized cost.

Each Group company is responsible
for safety in its respective organization
and sickness absence, accidents and
incidents are reported to Group Man-
agement on a quarterly basis. In 2017,
the Group had ten reported accidents
and six reported incidents. A systematic
effort is continuing to fulfill the zero
vision for accidents.

RESPONSIBLE BUSINESS

The basic premise for GARO is to con-
duct its business with respect, honesty
and responsibility for the employees’

actions. The Group has zero tolerance
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of all forms of corruption and unethical
business methods.

Employees in GARO's operations will
have sufficient knowledge to be able to
avoid situations in which loyalty to the
company may come info conflict with
other personal inferests. Major emphasis
is placed on employees understanding
the rules of representation and how gifts
are to be handled. It is a basic aspect
that employees and partners have suf-
ficient knowledge to comply with com-
petition legislation and can guarantee
responsible business methods.

To ensure continued low risk in
this area, GARO established a new
anti-corruption policy in 2017. This will
be implemented throughout the Group
in 2018. Selected employees who also
run a greater risk of being put in situo-
tions that are difficult from the perspec-
tive of ethical business are to be trained
in anti-corruption. The need for further
measures is being reviewed to detect
and prevent the possibility of corruption
and to introduce the associated result
indicators.

SOCIAL COMMITMENT

GARO foresees many benefits of collab-
orating with other companies and insti-
tutions. Together, it is possible fo create
a more attractive society and better
transport possibilities for goods and
employees. By having transparency in
procurement and diversity in the work-
place, any risk of friendship corruption
can be avoided.

SUSTAINABILITY
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GARO sponsors organizations that
support charitable work aimed at
creating an attractive and prosperous
society. Currently, this support is provid-
ed primarily to the Swedish Children’s
Cancer Foundation, Varldens barn and
Team Rynkeby.

A SUSTAINABLE SUPPLIER
CHAIN

For GARO, it is self-evident to adopt a
responsible approach throughout the
supplier chain. The range contains many
products, which each have a supplier
chain with different challenges. Accord-
ingly, a continuous effort is required to
contribute to an improvement in condi-
tions for the environment and for people.

Both suppliers and their sub-suppliers
are expected to share GARO's views
on business ethics, human rights, good
working ferms, equal pay and fair work-
ing conditions. A purchasing policy,
combined with a model for supplier
assessment, provides the guidelines for
the way in which suppliers are to be
evaluated. Close cooperation with the
suppliers increases the possibilities for
addressing the challenges and gradually
improving sustainability in the value
chain.

Strategic suppliers must sign and
comply with GARO's Code of Conduct
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or be able to demonstrate their own
equivalent code, which contains clear
requirements for fair working conditions
and respect for human rights. Each
Group company is itself responsible for
following up its suppliers’ obligations.
During the year, a new method was
developed for supplier assessment. This
has started to be implemented and will
gain increased focus in 2018.

SUPPLIER VISITS

Although GARO has several local sup-
pliers, its supplier chains is extensive
and includes many countries, which
generates an increased risk of breaches
of human rights. Accordingly, GARO
selects suppliers each year, who must
undergo an audit following an estab-

lished model.

CONFLICT MINERALS

In the electronics sector, there is a cer-
tain risk that components may contain
a small amount of conflict minerals
sourced in the region in and around

Congo-Kinshasa. To ensure that none of
GARO's products contain these miner-
als, we work closely with our suppliers,
while also working proactively on risk
management and supplier assessments.
The extraction and handling of these
minerals is resulting several armed
conflicts, slavery and other breaches of
human rights. Today, it is a challenge
for the entire electronics industry to
ensure that its products are completely
free of conflict minerals, despite the fact
that GARO and many other compa-
nies in the industry place demands on
suppliers.

To come closer to the ambition of
being able to completely guarantee
products that are free of conflict miner-
als, an internal analysis will be conduct-
ed in 2018 to establish which possible
groups of items and what suppliers are
in the risk zone and should be subject
to an audit. GARO will also consider
membership of the international co-
operation organization, Responsible
Minerals Initiative, which offers services

for the responsible purchase of minerals.

SUSTAINABLE PRODUCTS

GARO manufactures and markets
products that contribute to a more sus-

tainable society. Life-cycle assessments
will be initiated on strategically selected
products to understand each product’s
individual environmental impact. These
will enable the identification of how
material choices and design solutions
impact the environment. This work
provides valuable information for the
design work on new products and the
possibility of extended product informa-
tion for the customer. Through its envi-
ronmental management system, which
is certified in accordance with ISO
14001:2015, GARO works to improve
the operation’s environmental perfor-
mance, there by making the business

and our products better from an environ-

mental perspective.

SAFETY FOR INSTALLERS AND USERS
The GARO Group complies with de-
mands and procedures to ensure that
the company’s products are safe to use.
In Sweden, Poland and Norway, the
quality certification has been upgraded
to the new ISO 9001:2015 standard
and is scheduled for implementation in
the Irish operations in 2018.

GARO has also prepared new meth-
ods for risk analysis during design
phases and for end products. These

AN INFORMAL WORKING
ENVIRONMENT WITH MUTUAL

RESPECT PROVIDES EVERYONE THE
SAME OPPORTUNITIES FOR A SAFE,
HEALTHY AND CREATIVE WORKING
ENVIRONMENT.”

are preventive measures to reduce risks
associated with product safety. Partici-
pation in the standardization of product
safety secures an understanding in terms
of the industry’s demands and contrib-
utes expertise for improvements for the
entire market.

To quality-assure its products, GARO
employs third parties in the form of
accredited festing institutes. Certain
product groups are covered by the S
label and are a complement to the CE
label, showing that electrical and elec-
tronic products are tested and certified.
In practice, this means that annual plant
inspections are conducted by indepen-
dent parties.

ENERGY AND CLIMATE
Efficient energy solutions are part of the
response fo the climate issue. Through
the enhancement of energy efficiency,
renewable energy and new energy stor-
age possibilities, it is possible to make
progress on the road to a fossil-free
society. GARO offers several solutions in
these area, for example, through prod-
ucts in charging infrastructure, lighting
and solar cell solutions.

Although it uses its own energy
solutions, GARQO's operations still use

some energy and this also contributes to
greenhouse gas emissions. Information
from energy surveys has contributed

to reduced energy consumption with

the help of energy-efficient lighting,
presence-control of lighting and smarter
control of heating and ventilation. These
will be used to set goals and prepare
plans for future improvements, which
will make a positive contribution to the
goals of Sweden, the EU and the Paris
Agreement. To further reduce energy
dependence, 70 kW of solar cells have
been installed in the production plant in
Poland and the intention is to install a
further 50 kW in the Swedish plant in
Gnosijé.

TOWARD A CIRCULAR ECONOMY
A circular society is more effective at
utilizing society’s resources. Instead of
extracting new materials and depositing
old ones for landfill, as today’s society
largely does, there is a focus on materi-
al flows, in which nothing is wasted.
Through reuse, reworking and recy-
cling, the value of the materials and
components is preserved. This is usually
done by suppliers, manufacturers, users
and recycling players cooperating to
retain values that would otherwise go to

SUSTAINABILITY

waste. This is not only advantageous for
the company that is reducing its material
costs, but also considerably reduces

the impact of landfill and material
extraction.

Already today, GARO practices
reworking by taking back products for
repair at the request of the customer.
Some plastic materials are recycled
directly from injection molding by grind-
ing down residual plastic to granules for
reuse in production. GARO is connected
to a return system, through which pallets
and pallet rims are reused.

Metals are recovered in that they are
sent for meltdown and reuse. Of all
of GARO's waste in 2017, 73% went
to material recycling, 17% to energy
recovery, 8% to landfill and
2% to hazardous waste.

GARO intends to gradually move
toward a circular business mod-
el through ecodesign of products,
purchase of more recycled material,
increased recycling of waste and
possibilities to repair and replace
components.

DESTINATION OF GARO’S WASTE IN 2017:

3%

TO MATERIAL RECYCLING

8%

TO LANDFILL

7%

TO ENERGY RECOVERY

2%

TO HAZARDOUS WASTE

33



34

AUDITOR’S STATEMENT

Auditor’s statement
regarding the statutory
sustainability report

To the Annual General Meeting of Garo
Aktiebolaget (publ), corporate identity number
5560517772

ASSIGNMENT AND DIVISION OF
RESPONSIBILITIES

It is the Board of Directors that is responsible for the sus-
tainability report on pages 29-35 and for its preparation in
accordance with the Annual Accounts Act.

DIRECTION AND SCOPE OF THE REVIEW

Our review was done in accordance with FAR's statement
RevR 12 Auditor’s statement on the statutory sustainability
report. This means that our examination of the sustainability
report is different and substantially less in scope than an
audit conducted in accordance with International Standards
on Auditing and generally accepted auditing standards in
Sweden. We believe that this examination gives us adequate
grounds for our statements.

STATEMENT
A Sustainability Report has been prepared.

Jénkdping, March 26, 2018
Ernst & Young AB

JOAKIM FALCK
Authorized Public Accountant

SUSTAINABILITY
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Board of Directors’

Report for the
Group

The Board of Directors and the President and CEO
of GARO AB (publ), Corporate Registration Number
556051-7772, hereby submit the Annual Report and
consolidated financial statements for the 2017 fiscal
year. All amounts are stated in MSEK unless specified
otherwise. Amounts in parentheses pertain fo the
preceding year.

In accordance with Chapter 6, Section 11 of the Annual
Accounts Act, GARO AB has chosen to prepare the statutory
Sustainability Report as a separate report from the Annual
Report. The Sustainability Report was submitted to the auditors at
the same time as the Annual Report. The Sustainability Report is
presented on pages 29-35 of this printed document.

OPERATIONS

GARO is a company that develops, manufactures and markets
innovative products and complete solutions for the electrical
installations market under its own brand. GARO was founded

in 1939 in Gnosjo in Smaland, Sweden, and has established
strong customer relationships and a highly developed supplier
network over its more than 75-year history that, combined with
proprietary production and sales units, form a platform for deliv-
ering innovative complete solutions.

The company has operations in Sweden, Norway, Finland,
Ireland and Poland and the Group is organized in two business
areas: GARO Sweden and GARO Other markets.

GARO's main customer group is electrical wholesalers,
although the company also has good relationships with end
customers that comprise electrical installers, original equipment
manufacturers (OEMs) and industrial companies.

The GARO share has been listed on Nasdaq Stockholm since
March 16, 2016.

SIGNIFICANT EVENTS DURING THE

FINANCIAL PERIOD

The Swedish market noted healthy growth for the year and
exceeded industry forecasts.

All product areas reported solid growth and the EV charging
and Temporary electric installations areas outperformed average
growth levels.

The production facility Poland performed well, generating
higher volumes and increasing productivity. The extension of the

Polish plant was completed on schedule in the third quarter and
the number of employees was increased during the second half
of the year to manage increased volume.

The Norwegian operations reported robust growth in construc-

tion-related products, but a decline in the EV Charging product
area. The Finnish operations displayed weak growth in a weak
market. The Irish operations reported expanded growth due to
increased construction and an improved economic climate.

The company completed two business acquisitions during
the year. Emedius AB in Gnosj6 was acquired on February
28. Emedius AB manufactures and markets consumer units,
distribution boards as well as switchgears under its own brand.
Web-El Férsdlining AB in Luled was acquired on October 27.
Web-El Férsalining AB develops and sells systems and electronic
components for controlling sockets for charging stations, engine
heaters, camp sites and marinas.

NET SALES AND EARNINGS

Net sales increased 21% to MSEK 796.0 (657.8). Underlying
demand in all of the Group’s companies was strong during

the year. The company believes that it has increased its mar-

ket shares in all product areas. EBIT amounted to MSEK 98.1
(73.8), corresponding to an EBIT margin of 12.3% (11.2). In the
first quarter of 2016, EBIT was charged with non-recurring costs
of MSEK 12.6 for GARO's IPO.

EBIT was positively impacted by higher volumes and a stable
gross margin; expenses in relation to net sales increased mostly
due to employee-related activities regarding sales and product
development. These investments affect the EV charging and
Solar product areas.

The Group's net financial expenses amounted to MSEK -2.2
(-1.0) and was adversely affected by exchange-rate differences
of MSEK -1.9 (-0.4).

The Group's income after financial items was MSEK 95.9
(72.8). The tax expense for the period amounted to MSEK

Multi-year summary

SUMMARY OF THE GROUP’S FINANCIAL PERFORMANCE
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MSEK 2017 2016 2015 2014 2013
Net sales 796.0 657.8 554.1 441.7 383.1
EBITDA 110.3 84.8 74.3 50.6 34.8
EBIT 98.1 73.8 62.4 39.8 24.0
EBIT margin % 12.3 11.2 11.3 9.0 6.3
Total assets 533.9 374.0 314.9 279.8 257.9
Equity ratio % 47.3 52.0 49.8 48.5 51.3
Return on equity % 38.3 32.4 31.3 17.1 11.7
Average number of employees 345 275 254 244 224

10.3 (15.8), corresponding to a tax rate of 10.7% (21.7). Tax
expenses were impacted by the recognition of a deferred tax

asset in the Polish company, amounting to MSEK 9.1 for opera-
tions in a tax-free zone. Profit after tax was MSEK 85.6 (57.0).

INVESTMENTS

GARO invests continuously in the maintenance of production
units and production equipment. The Group's investments in tan-
gible assets amounted to MSEK 43.9 (9.2). GARO also invests
in product development and investments in intangible assets for
the year totaled MSEK 7.5 (3.6). Depreciation/amortization for
the year amounted to MSEK 12.2 (11.0), of which deprecation
of tangible assets was MSEK 9.9 (7.8).

CASH FLOW, LIQUIDITY AND

FINANCIAL POSITION

Cash flow from operating activities amounted to MSEK 51.5
(48.4), which was negatively affected by higher working capi-
tal. Cash flow from investing activities was negatively affected
by MSEK 45.2 from the acquisitions of Emedius AB and WEB-EL
Forsdlining AB. Cash flow for the year amounted to MSEK -13.2
(16.7).

Cash and cash equivalents including unutilized overdraft facil-
ities on December 31, 2017 amounted to MSEK 94.5 (109.7).
Net debt on December 31, 2017 amounted to
MSEK 56.1 17.3).

The Group's equity on December 31, 2017 amounted to
MSEK 252.7 (194.4). The 2017 dividend amounted to MSEK
28.5. Refer also to Note 3.2.

EMPLOYEES

The number of fulltime employees in the Group on December
31, 2017 was 376 (274). The average number of full-time
employees in 2017 was 345 (275). The number of employees
in the Group's foreign companies on December 31, 2017

amounted to 142 (93), corresponding to 38% (34) of the

total number of employees. The percentage of women among
employees during the year was 40% (42). For more information
about employees, see Note 7.

PERFORMANCE AND EARNINGS OF

GARO SWEDEN SEGMENT

Net sales increased 29.8% to MSEK 543.7 (419.0). Underlying
demand was strong during the year. The company believes

that it has increased its market shares in all product areas. The
acquired operations contributed MSEK 51.4 to net sales. EBIT
amounted to MSEK 64.5 (36.1), corresponding fo an EBIT
margin of 11.9% (8.6). The preceding year was charged with
non-recurring costs related to the company’s IPO in an amount
of MSEK 12.6. EBIT was positively impacted by higher volumes
and stable expenses in relation fo net sales, but negatively affect-
ed by a higher average exchange rate for purchases in EUR.

PERFORMANCE AND EARNINGS OF

GARO OTHER MARKETS SEGMENT

Net sales increased 5.6% to MSEK 252.2 (238.8). Underlying
demand was favorable during the year. The Irish company, in
particular, increased its market shares. The Norwegian company
recognized a decline in net sales for the EV Charging product
area. EBIT amounted to MSEK 33.6 (37.7), corresponding to an
EBIT margin of 13.3% (15.8). EBIT was negatively impacted as
a result of initial costs for the expansion of production and train-
ing of new personnel in Poland. The company also strengthened
its marketing organization in the segment.

PRODUCT DEVELOPMENT

GARO's aim is to be at the forefront of developments in envi-
ronmentally friendly and energy-efficient electrical products and
complete solutions. The company has an in-house product devel-
opment department that works together with other departments

37



38

BOARD OF DIRECTORS’ REPORT - GROUP

on continuously developing new and improving existing prod-
ucts and solutions in all product areas. GARO also work close to
its customers to gain inspiration and better understand customer
needs on the market. GARO has ten fulltime employees who
work on product development. Refer also to Note 2.8.

ENVIRONMENTAL IMPACT

GARO conducts its business activities in accordance with the
legal requirements regarding environmental impact. The compa-
ny believes that it is at the forefront of developments in energy-
efficient and environmentally friendly products and solutions
that reduce electricity consumption. All products are subject to
an environment assessment by Byggvarubeddmningen (building
material assessment). The company’s facilities have environmen-
tally friendly production processes that meet local environmental
legislation also hold ISO 14001 certification.

The production facilities in Sweden and Poland conduct
reportable operations and the local authority is the supervisory
authority. No other companies in the Group conduct licensable
or reportable operations.

RISKS AND UNCERTAINTIES

The Group's material risks and uncertainty factors include
business risks related to customers and suppliers, such as price
risks for supplies. Added to this are financial risks as a result of
changes in currency rates and interest rate levels. A report on

the Group's material financial and business risks is provided in
Note 3.

FUTURE FINANCIAL TARGETS AND EXPECTATIONS
GARO Group's financial targets over a business cycle are
as follows:

*  Organic growth will amount to not less than 10% per year.

*  The EBIT margin for the Group will amount to not less than
10% of net sales per year.

*  Return on equity will amount to not less than
20%.

*  The equity ratio will not be less than 30%.

*  The dividend will amount to approximately 50% of the
Group's net earnings after tax. The dividend proposal must
take into account GARO's longterm dividend potential and
the Group's general investment and consolidation require-
ments.

2017 was an eventful year for GARO featuring sustained strong
growth, innovative product development as well as strategic
acquisitions to retain and strengthen a leading position in inno-
vation. Net sales increased 21% for the full-year to MSEK 796,
with all product segments reporting a positive trend and EBIT
rising 14% to MSEK 98.1. This healthy growth was the result

of a strong construction market in Sweden and a general favor-
able trend in other markets, where the company was successful
in its product launches. In addition, we made key acquisitions

in the form of Emedius AB at the start of the year and WEB-EI
Forsdlining AB at the end of the year.

GARO has a positive outlook regarding market conditions for
2018. The construction market in Sweden remains favorable
and overall GARO sees continued high activity in our other mar-
kets. We see a continued strong performance in the EV charging
product area and the expansion of charging infrastructure in all
markets.

GUIDELINES FOR REMUNERATION

OF SENIOR EXECUTIVES

The General Meeting resolves on guidelines for determining
salary and other remuneration for the CEO and other senior
executives. The guidelines resolved by the 2017 Annual General
Meeting mainly entailed the following:

These guidelines encompass those individuals who, during
the period of validity of the guidelines, are members of Group
Management and other managers who report directly to the
CEQ, referred to below as “senior executives.” GARO is to offer
remuneration levels and employment conditions that are deemed
to be reasonable fo recruit and retain a management team
that is highly skilled and with the right capacity for achieving
established targets. The overall principle for salaries and other
remuneration of GARO senior executives is to be market-based.
Senior executives are fo receive a fixed salary. Variable cash
remuneration can be paid in addition to fixed salary as a
reward for clearly defined, targetrelated performance in the
context of a simple and transparent structure. Variable salary for
the CEQ is not to exceed MSEK one (1), including social security
contributions, per year and does not comprise pensionable sala-
ry. Variable remuneration for other members of senior manage-
ment is not to exceed 30% of fixed salary. Share-price-related
incentive schemes are resolved on by the Annual General
Meeting and are not encompassed by these guidelines.

Non-monetary benefits for Group Management, such as com-
pany cars, additional health insurance or occupational health
services, may be awarded to the extent that this is deemed mar-
ket practice for senior executives in equivalent positions in the
market in which the company operates. The total value of these
benefits may total a small percentage of total remuneration.
Senior executives are encompassed by the ITP plan applicable
at any time or a defined-contribution occupational pension plan
that does not exceed 30% of pensionable salary. Alternatively,
senior executives residing outside Sweden or who are foreign
citizens and receive their main pension from a country outside
Sweden can be offered different pension solutions that are rea-
sonable in the relevant country.

Salary for notice periods and severance pay for members of
senior management is not fo exceed a total of 24 monthly sal-
aries for the CEO and 12 monthly salaries for other members.
Remuneration of Board members and deputy Board members is
determined by law by the Annual General Meeting to the extent
that this represents remuneration for Board assignments. If a
Board member is employed by the company then remuneration

to such a member is paid in accordance with such guidelines.
Board members who are employed by the company do not
receive special remuneration for their assignment(s) on the
Board of the company or Group companies. If a Board member
provides services to the company that is not part of the Board
assignment, remuneration paid is market-based, taking into
account the nature and work required for the assignment. Remu-
neration is determined by the Board.

The Board is entitled to deviate from these guidelines if this is
justified by special circumstances in individual cases, provided
that this is subsequently reported and reasoning provided. The
Board is entitled to deviate from the guidelines if this is justified
by special circumstances in individual cases.

The Remuneration Committee will propose changes to the
guidelines for remuneration of senior executives to the 2018
Annual General Meeting as follows:

These guidelines encompass those individuals who, during the
period of validity of the guidelines, are members of Group
Management and other managers who report directly to the
CEQ, referred to below as “senior executives.”

GARO is to offer remuneration levels and employment con-
ditions that are deemed to be reasonable to recruit and retain
a management team that is highly skilled and with the right ca-
pacity for achieving established targets. The overall principle for
salaries and other remuneration of GARO senior executives is to
be market-based. Senior executives are to receive a fixed salary.
Variable cash remuneration can be paid in addition to fixed sal-
ary as a reward for clearly defined, target-related performance
in the context of a simple and transparent structure. Variable
salary for the CEO is not to exceed MSEK two (2) per year and
does not comprise pensionable salary. Variable remuneration for
other members of senior management is not to exceed 30% of
fixed salary. Share-price-related incentive schemes are resolved
on by the General Meeting and are not encompassed by these
guidelines.

Non-monetary benefits for Group Management, such as com-
pany cars, computers, mobile phones, additional health insur-
ance or occupational health services, may be awarded to the
extent that this is deemed market practice for senior executives
in equivalent positions in the market in which the company oper-
ates. The total value of these benefits may total a small percent-
age of total remuneration. Senior executives are encompassed
by the ITP plan applicable at any time or a defined-contribution
occupational pension plan that does not exceed 30% of pen-
sionable salary. Alternatively, senior executives residing outside
Sweden or who are foreign citizens and receive their main
pension from a country outside Sweden can be offered different
pension solutions that are reasonable in the relevant country.

Salary for notice periods and severance pay for members of
senior management is not fo exceed a total of 24 monthly sal-
aries for the CEO and 12 monthly salaries for other members.
Remuneration of Board members and deputy Board members is
determined by law by the Annual General Meeting to the extent
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that this represents remuneration for Board assignments. If a
Board member is employed by the company then remuneration
to such a member is paid in accordance with such guidelines.
Board members who are employed by the company do not
receive special remuneration for their assignment(s) on the
Board of the company or Group companies. If a Board member
provides services to the company that is not part of the Board
assignment, remuneration paid is market-based, taking into
account the nature and work required for the assignment. Remu-
neration is determined by the Board.

The Board is entitled to deviate from these guidelines if this is
justified by special circumstances in individual cases, provided
that this is subsequently reported and reasoning provided.

CORPORATE GOVERNANCE REPORT

Governance of the company is conducted through the annual
general meeting, by the Board of Directors and the CEO in
accordance with the Swedish Companies Act and the Articles of
Association, and the Nasdaq Stockholm’s Rule Book for Issuers,
including the Swedish Corporate Governance Code. The work
of the Board of GARO AB is governed by the rules of procedure
established annually by the statutory Board meeting.

A total of eight Board meetings were held in 2017. The Board
of Directors in its entirety comprises the Audit Committee and the
Remuneration Committee, and immerses itself in and prepares
the Board's decisions regarding the key issues affecting each
area. Further information about the Board’s work, corporate
governance, the Group's systems for internal control and risk
management can be found in the Corporate Governance Report
on pages 84-88.

THE SHARE AND SHAREHOLDERS

The total number of shares on the balance-sheet date amount-

ed to 10,000,000 with a quotient value of SEK 2. Each share
provides entitlement to one vote at the Annual General Meeting.
On the balance-sheet date, there was one shareholder who
owns and controls more than 10% of the number of votes for alll
of the shares in the company. Lars Svensson controls, through his
own holdings, 35.7% of the capital and votes in the company.

ANNUAL GENERAL MEETING
The Annual General Meeting will be held on May 2, at 5:00
p.m., in Gnosjdandans Kunskapscentrum, in Gnosjé.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

MSEK Note 2017 2016
Operating income
Net sales 2.5 796.0 657.8
Other operating income ) 1.8 2.0
Total operating income 797.8 659.8
Raw materials and consumables -404.2 -341.0
Other external expenses 8.9 -100.1 -81.8
Personnel expenses 7 -183.2 -139.6
Depreciation/amortization of tangible and intangible assets 12,13,14 -12.2 -11.0
Other operating expenses - -12.6
Total operating expenses -699.7 -586.0
EBIT 98.1 73.8
Financial income 10 2.2 1.2
Financial expenses 10 -4.4 2.2
Net financial income/expenses 10 2.2 -1.0
Profit before tax 95.9 72.8
Income tax 11 -10.3 -15.8
Net income for the year 85.6 57.0
Other comprehensive income
Items that may be reclassified to the net income for the year
Translation differences 2.2 1.6
Other comprehensive income for the year, net after tax 2.2 1.6
Total comprehensive income for the year 87.8 58.6
Net income and total comprehensive income for the year is attributable to shareholders of the Parent Company.
EARNINGS PER SHARE

2017 2016
Earnings per share (SEK) 8.56 5.70
Average number of shares, thousands 10,000 10,000
Number of shares outstanding (thousands) 10,000 10,000

GROUP
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
MSEK Note 2017-12-31 2016-12-31
ASSETS
Fixed assets
Intangible assets
Capitalized development expenditure 13 8.0 6.5
Development projects in progress 13 2.3 2.1
Goodwill 12 39.6 -
Total intangible assets 49.9 8.6
Tangible assets
Lands and buildings 14 63.8 36.4
Plant and machinery 14 3.4 3.0
Equipment, tools, fixtures and fittings 14 29.4 17.6
Construction in progress and advance payments for tangible assets 14 1.2 1.8
Total tangible assets 97.8 58.8
Financial assets
Deferred tax assets 22 9.6 -
Total financial assets 9.6 -
Total fixed assets 157.3 67.4
Current assets
Inventories 15
Raw materials and consumables 85.1 52.6
Finished goods and goods for resale 54.4 42.7
Products in progress 3.3 2.0
Total inventories 142.8 97.3
Current receivables
Accounts receivable 16, 17 196.7 163.5
Other current receivables 16 4.4 1.3
Prepaid expenses and accrued income 4.5 2.9
Total current receivables 205.6 167.7
Cash and cash equivalents 16, 18 28.2 41.6
Total current assets 376.6 306.6
Total assets 533.9 374.0
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION, CONT. CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
MSEK Note Dec 31, 2017 Dec 31, 2016 MSEK Note Share capital Reserves Retul.ned Total Total equity
earnings
EQUITY ATTRIBUTABLE TO Opening balance at January 1, 2016 14.0 1.7 144.6 156.9 156.9
SHAREHOLDERS OF THE PARENT COMPANY Net income for the year _ _ 57.0 570 570
Share capital 19 20.0 20.0
Reserves 2.1 0.1 Other comprehensive income for the year - 1.6 - 1.6 1.6
Retained earnings (including net income for the year) 230.6 174.5 Total comprehensive income - 1.6 57.0 58.6 215.5
Total equity 252.7 194.4
Stock dividend at January 12, 2016 6.0 - -6.0 0.0 0.0
LIABILITIES Dividend according to Annual General Meeting
L o g arel resolution - - -20.0 -20.0 -20.0
ong-term liabilities - . .
Liabilities to credit institutions 16, 20 38.3 10.5 ledend qccordmg to Exiraordinary General Meet-
- ing resolution - - 0.3 0.3 0.3
Oﬂ;er provmo.ns' B 2l 16 e Change in value, liability, put option 16 - - 0.8 -0.8 -0.8
Defenieciipdiipbities 22 4.5 4.6 Total contributions from and value trans-
Total long-term liabilities 44.4 16.7 fers to shareholders, recognized directly
in equity 6.0 - -27.1 21.1 21.1
Short-term liabilities .
Libilities fo credit insfitutions 16, 20 177 23 Closing balance at December 31, 2016 20.0 -0.1 174.5 194.4 194.4
Accounts payable 16 93.7 67.4
Overdraft facilities 16, 20 28.3 11.5
Current tax liabilities 13.8 13.6 .
Other shortterm liabilities 16 211 190 Opénlng balance at January 1, 2017 20.0 0.1 174.5 194.4 194.4
Accrued expenses and deferred income 23 62.2 48.2 Net income for the year B B 2 2248 248
S liabilif 236.8 . Other comprehensive income for the year - 2.2 - 2.2 2.2
otal short-term liabilities 6. 62. Total comprehensive income - 2.2 85.6 87.8 282.2
Total liabilities 281.2 179.6 Dividend according to Annual General Meeting
Total equity and liabilities 533.9 374.0 resolution - - 28.5 28.5 28.5
Dividend minority shareholders in subsidiaries - - 0.4 0.4 0.4
Change in value, liability, put option 16 - - 0.7 0.7 0.7
Total contributions from and value trans-
fers to shareholders, recognized directly
in equity - - -29.6 -29.6 -29.6
Closing balance at December 31, 2016 20.0 2.1 230.6 252.7 252.7

The entire “reserves” column is atfributable to currency translation differences pertaining to currency in the translation of foreign operations.
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CONSOLIDATED STATEMENT OF CASH FLOW

MSEK Note 2017 2016
Cash flow from operating activities

EBIT 98.1 73.8
Adjustment for non-cash items

Depreciation/amortization 12.2 11.0
Other -0.2 0.4
Interest received 10 2.2 1.2
Interest paid 10 -4.4 2.2
Income tax paid 11 21.0 -19.4
Cash flow from operating activities before change in working capital 86.9 64.8
Change in inventories -40.1 -4.9
Change in accounts receivable 21.9 -35.8
Change in other current receivables 2.1 1.5
Change in accounts payable 18.5 6.9
Change in other current operating liabilities 10.2 15.9
Total change in working capital -35.4 -16.4
Cash flow from operating activities 51.5 48.4
Cash flow from investing activities

Investments in intangible assets 13 -7.5 -3.6
Acquisition of subsidiaries 25 -45.2 -
Investments in tangible assets 14 -43.9 9.2
Assets sold 1.5 1.1
Cash flow from investing activities -95.1 -11.7
Cash flow from financing activities

Loans raised/change in liability call option 45.9 0.8
Amortization of loans 3.4 2.3
Change in overdraft facilities 16.8 -3.4
Dividend paid -28.9 -20.3
Cash flow from financing activities 30.4 -20.0
Decrease/increase in cash and cash equivalents

Net cash flow for the year -13.2 16.7
Currency effect in cash and cash equivalents 0.2 1.7
Cash and cash equivalents at beginning of the year 41.6 23.2
Cash and cash equivalents at end of the year 18 28.2 41.6

Notes

NOTE 1. GENERAL INFORMATION
GARO Aktiebolag (publ) (the “Parent Company”) and its sub-
sidiaries (jointly referred to below as the “Group”) develop,
manufacture and market electrical installation materials. The sin-
gle largest market is Sweden, which represents 68% (64) of the
Group's volumes. Export sales are primarily conducted through
the company’s own subsidiaries in Norway, Finland, Poland and
Ireland.

The Parent Company is a limited liability company registered
in Sweden with its registered office in Gnosjé. The address
of the office is Sédergatan 26, Box 203, SE-335 33 Gnosjs,
Sweden. The GARO share has been listed on Nasdag
Stockholm since March 16, 2016.

All amounts are stated in millions of Swedish kronor (MSEK),
unless otherwise stated.

NOTE 2. SUMMARY OF IMPORTANT
ACCOUNTING POLICIES

The most important accounting policies applied in the prepa-
ration of these consolidated financial statements are described
below. These policies were applied consistently for all years
presented, unless otherwise stated.

2.1 BASIS FOR PREPARING THE FINANCIAL
STATEMENTS

The consolidated financial statements for the Garo Aktiebolag
Group were prepared in accordance with the Swedish Annual
Accounts Act, RFR 1 Supplementary Accounting Rules for Corpo-
rate Groups and the International Financial Reporting Standards
(IFRS) and IFRS Interpretations Committee interpretations (IFRS
IC), as approved by the EU. The consolidated financial state-
ments were prepared following the cost method.

Preparing financial statements in accordance with IFRS
requires the use of a number of important estimates for account-
ing purposes. Management is also required to make certain
assessments when applying the Group’s accounting policies The
areas involving a high degree of assessment, that are complex
or are such areas in which assumptions and estimates are of
significant importance to the consolidated financial statements
are described in Note 4.

2.1.1 CHANGES TO ACCOUNTING POLICIES AND
DISCLOSURES
IAS 7 Statement of Cash Flows (amended), IAS 12 Income Taxes
(amended) and IFRS 12 Disclosure of Interests in Other Entities
(amended) were implemented during the year, which only
impacted supplementary disclosures.

No other new or amended standards and interpretations to
be applied from January 1, 2017 had a material effect on the
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consolidated or Parent Company’s financial statements. No new
or amended IFRSs were applied in advance.

NEW STANDARDS AND INTERPRETATIONS THAT HAVE NOT
YET BEEN APPLIED BY THE GROUP

A number of new and amended IFRSs have not yet come into
effect and were not applied in advance to the preparation of

the consolidated and the Parent Company’s financial statements.
The IFRSs that may impact the consolidated or Parent Company’s
financial statements are described below. Other new or amend-
ed standards or inferpretations published by the IASB are not
expected to have any impact on the consolidated or Parent
Company's financial statements.

IFRS 9 FINANCIAL INSTRUMENTS

IFRS 9 encompasses the recognition of financial assets and
liabilities and replaces IAS 39 Financial Instruments: Recogni-
tion and Measurement. Similar to IAS 39, financial assets are
classified in different categories, some measured at amortized
cost and others at fair value. IFRS 9 introduces new categories to
those found in IAS 39. The classification under IFRS 9 is based
on the instrument’s contractual cash flows and on the company’s
business model. IFRS 9 also introduces a new model for impair-
ment of financial assets. The purpose of the new model is that
credit losses are to be recognized earlier than under IAS 39. As
regards financial liabilities, IFRS 9 largely corresponds to IAS
39. However, for liabilities measured at fair value, the amount
of change in fair value attributable to changes in own credit
risk is to be recognized in other comprehensive income instead
of through profit or loss, unless this causes a recognition incon-
sistency. Changed criteria for hedge accounting could lead to
more financial hedging strategies meeting the criteria for hedge
accounting under IFRS 9 than under IAS 39.

IFRS 9 Financial Instruments comes into effect on January 1,
2018 and will be applied by the Group and Parent Company
from this date. Comparative information will not be restated.
The Group analyzed the effects of the transition to IFRS 9 in
2017. In summary, no material effect is expected on the Group’s
financial position since the Group has not recognized material
credit losses in the past and hedge accounting is not currently
applied.

IFRS 15 REVENUE FROM CONTRACTS WITH CUSTOMERS

IFRS 15 replaces all previously issued standards and interpre-
tations on income with a five-step model framework. Under
IFRS 15, revenue is to be recognized when promised goods or
services are transferred to a customer, which can take place
over time or at point in time. Revenue is to comprise the amount
that the company expects to receive as consideration for the
transferred goods and services.
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IFRS 15 comes into effect for fiscal years beginning on or after
January 1, 2018. The standard, including amendments from
2016, will be applied by the Group and Parent Company from
this date. There are two approaches: full retrospective applica-
tion in accordance with IAS 8 with the simplification rules or
prospective application. The Group continued to investigate the
effects of IFRS 15 in 2017. IFRS 15 is not expected to impact
the Group's revenue or earnings from contracts with customers
regarding only sales of goods, which is the majority of the
Group’s and Parent Company's sales. Revenue is expected to
continue to be recognized as control is passed to the customer,
generally in connection with delivery.

Certain contracts with customers include rights of return and
provide various discounts. To date, revenue from sales of goods
has been measured at the fair value of the amount received or
that will be received, taking into account returns and discounts.
Rights of return and discounts give rise to variable consideration
under IFRS 15 and are estimated when the contract is signed.
These estimates are updated every time the accounts are closed.
Furthermore, IFRS 15 stipulates that revenue recognition of vari-
able consideration is to be limited so that it is highly probable
that it will not result in a significant revenue reversal in the future
when the uncertainty associated with the variable consideration
has been subsequently resolved.

The conclusion of the company’s assessment is that the appli-
cation of IFRS 15 will not lead to any changes in revenue recog-
nition for either the Group or the Parent Company.

IFRS 16 LEASES

IFRS 16 will replace IAS 17 from January 1, 2019. Under this
new standard, lessees are to recognize the obligation to make
lease payments as a lease liability in the balance sheet. The
right to use an underlying asset during the lease term is recog-
nized as an asset. Depreciation of the asset and interest on the
lease liability are recognized in profit or loss Lease payments
made are recognized as payment of inferest and depreciation of
the lease liability. The standard exempts leases with lease terms
of less than 12 months (shortterm leases) and leases where the
underlying asset has a low value.

The Group started to evaluate the effect of the standard during
the year. Both recognized assets and liabilities are expected to
increase. The income statement and financing activities in the
cashflow statement will be impacted, but it has not yet been
possible to reliably estimate any relevant amounts.

The exemption for leases in RFR 2 will be applied in the Parent
Company. This means that the Parent Company’s policies for
recognizing leases will remain unchanged.

2.2 CONSOLIDATED FINANCIAL STATEMENTS

2.2.1 FUNDAMENTAL ACCOUNTING POLICIES

SUBSIDIARIES

Subsidiaries are all companies over which the Group exercis-
es control. The Group controls a company when the Group is
exposed to, or has rights to, variable returns from its holding in
the company (the investee) and has the ability to affect returns
through its power over the investee. Subsidiaries are included

in the consolidated financial statements from the date on which
control was transferred to the Group. They are excluded from
the consolidated financial statements from the date on which the
control ceases.

The purchase method is used to recognize the Group's
business combinations. The purchase consideration for the ac-
quisition of a subsidiary comprises the fair value of transferred
assets, liabilities that the Group assumes from previous owners
of the acquired company and the shares issued by the Group.
The consideration also includes the fair value of all liabilities that
result from an agreement covering a contingent consideration.
Identifiable acquired assets and assumed liabilities in a business
combination are initially measured at fair value on the date of
acquisition. For each acquisition, that is, on an acquisition-by-
acquisition basis, the Group determines whether non-controlling
interest in the acquired company is to be measured at fair val-
ve or at the shareholding’s proportional share in the carrying
amount of the acquired company’s identifiable net assets. No
non-controlling inferest is recognized if the Group has a future
commitment, a call/put option, to acquire a non-controlling inter-
est. Instead, the financial liability is measured at fair value with
subsequent changes in value recognized directly in equity, since
these are equivalent fo transactions with owners.

Acquisition-related costs are expensed as they arise.

Goodwill is initially measured as the amount by which the to-
tal purchase consideration and any fair value of non-controlling
inferests on the acquisition date exceeds the value of identifiable
acquired net assets. If the purchase consideration is lower than
the fair value of the acquired company’s net assets, the differ-
ence is recognized directly in profit or loss.

Intra-Group transactions, balance-sheet items and income and
expenses for intra-Group transactions are eliminated. Gains and
losses resulting from intra-Group transactions and which are
recognized in assets are also eliminated. The accounting poli-
cies for subsidiaries were changed as appropriate to guarantee
consistent application of the Group’s policies.

2.3 SEGMENT REPORTING

Operating segments are recognized in a manner that corre-
sponds fo the internal reporting to the chief operating decision
maker. The chief operating decision maker is the function

that is responsible for allocating resources and assessing the
performance of the operating segments. For the Group, this
function has been identified as the CEO. The Group’s operating
segments are Sweden and Other markets

2.4 TRANSLATION OF FOREIGN CURRENCIES

FUNCTIONAL CURRENCY AND PRESENTATION CURRENCY

The various units in the Group use the local currency as their
functional currency since the local currency has been defined

as in the currency used in the primary economical environment
where each unit primarily conducts business activities. Swedish
kronor (SEK), which is the Parent Company’s functional currency
and the Group's presentation currency, is utilized in the consoli-
dated financial statements.

TRANSACTIONS AND BALANCE SHEET ITEMS

Transactions in foreign currency are translated into the functional
currency in accordance with the exchange rate prevailing on the
transaction date. Exchange-rate gains and losses resulting from
seftlement of such transactions and from the translation at the
closing rate of monetary assets and liabilities in foreign currency
are recognized in EBIT in profit or loss.

TRANSLATION OF FOREIGN GROUP COMPANIES

The earnings and financial position of all Group companies

that have a functional currency that differs from the presentation
currency are translated to the Group's reporting currency. Assets
and liabilities for each of the balance sheets are translated from
the functional currency of the foreign operation to the Group's
presentation currency, SEK, at the exchange rate prevailing

on the balance-sheet date. Income and expenses for each of

the income statements are translated to SEK at the average
exchange rates in effect at the time of each transaction. Transla-
tion differences arising from the translation of foreign operations
are recognized in other comprehensive income.

2.5 INCOME RECOGNITION

The Group's income includes the fair value of the amount that
has been, or will be, received and essentially comprises income
from the sale of goods in both of the Group’s segments. Income
is recognized when the significant risks and benefits associated
with the ownership of the goods have been transferred to the
buyer, the company does not retain any commitment in its ongo-
ing management and does not exercise any real control of the
sold goods, the income can be reliably calculated, it is probable
that financial benefits that the company is to obtain from the
transaction will accrue to the company and that the amounts
that have arisen or can be expected to arise on the basis of the
transaction can be reliably calculated. Income is recognized ex-
cluding value added tax and including deductions for discounts
provided.

2.5.1 PRICING WITHIN THE GROUP

The pricing of transactions, such as purchases and sales of
goods and services, between Group companies is based on
market principles.

2.6 FINANCIAL INCOME AND EXPENSES
Financial income and expenses comprise interest income on
bank balances and receivables, interest expenses on loans,
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dividend income, exchange-rate differences and other financial
income and expenses.

2.7 LEASES
The Group only has agreements that are classified as operating
leases.

The Group has leases mainly for vehicles, office equipment
and premises. Leasing whereby a significant share of the risks
and benefits is retained by the lessor is classified as operating
leases. Payments made during the lease term are expensed in
profit or loss on a straight line basis over the lease term.

2.8 INTANGIBLE ASSETS

CAPITALIZED DEVELOPMENT EXPENDITURE Capitalized devel-
opment expenditure pertains to the development of new prod-
ucts. Development expenditure that is directly attributable to the
development of new products is recognized as intangible assets
when it is probable that future financial benefits that can be
attributed to the asset will accrue to the company, if the cost of
the asset can be reliably calculated.

Intangible assets are recognized at cost less accumulated
amortization and any impairment. The cost of an internally de-
veloped intangible asset is the total of expenditure arising as of
the date when the intangible asset first satisfies the above capi-
talization criteria.

Amortization commences when the asset starts fo be used. The
period of use is assessed on the basis of the period during which
the anticipated benefits are expected to accrue to the Company.
The period of use is deemed to be five years and straight-line
amortization takes place over this period. Capitalized develop-
ment expenditure for assets that have not started to be used is
recognized on the line “Development projects in progress” in the
balance sheet.

Development expenditure that does not satisfy the above
criteria is expensed as incurred. Development expenditure that
has previously been expensed is not recognized as an asset in
subsequent periods.

GOODWILL
Goodwill arises on acquisitions of subsidiaries and pertains
to the amount at which the purchase consideration exceeds
GARQO'’s share of the fair value of the identifiable assets, liabili-
ties, contingent liabilities in the acquired company and the fair
value of the non-controlling interest in the acquired company.
For impairment testing, goodwill acquired in a business combi-
nation is distributed between cash-generating units or groups of
cash-generating units that are expected to benefit from synergies
of the acquisition. Each unit or group of units to which goodwill
has been distributed corresponds to the lowest level in the Group
in which this goodwill is monitored in the internal governance of
the company. Goodwill is monitored at company level.
Goodwill is tested for impairment every year or more often if
events or changes in circumstances indicate a potential decline
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in value. The carrying amount of goodwill is compared with its
recoverable amount, which is the highest of the value in use and
the fair value less selling expenses.

2.9 TANGIBLE ASSETS

Tangible assets are recognized at their cost less depreciation
and any impairment. The cost includes expenses that can be
directly attributed to acquisition of the asset. Subsequent ex-
penditure is added to the carrying amount or recognized as a
separate asset, depending on which is suitable, only when it is
probable that future financial benefits associated with the asset
will accrue to the Group and the cost of the asset can be reliably
measured. The carrying amount of a replaced part is derecog-
nized from the balance sheet. All other forms of repairs and
maintenance are recognized as costs in profit or loss during the
period when they arise.

Depreciation is applied on a straightline basis as follows:

Buildings, permanent equipment, service facilities etc. in

buildings and land improvements 5-25 years
Plant and machinery 5-7 years
Equipment, tools, fixtures and fittings 5-7 years

The assets’ residual value and useful lives are tested at the end
of each reporting period and adjusted if necessary. The asset's
carrying amount is immediately impaired to its recoverable
amount if the asset’s carrying amount exceeds its estimated re-
coverable amount.

Gains and losses on the sale of tangible assets are determined
by means of a comparison between the sales proceeds and the
carrying amount and are recognized in other operating income
or other operating expenses in profit or loss.

2.10 IMPAIRMENT OF NON-FINANCIAL ASSETS
Intangible assets that have an indefinite useful life, such as good-
will or intangible assets not ready for use, are not amortized but
are tested annually for impairment. Assets are tested for impair-
ment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment
loss is recognized at the amount whereby the carrying amount
of the asset exceeds the recoverable amount. The recoverable
amount is the higher of the asset's fair value less selling expens-
es and its value in use. In impairment testing, assets are grouped
at the lowest level for which there are separate identifiable cash
flows (cash-generating units). For assets other than financial
assets that were previously impaired, a test for reversal is per-
formed every balance-sheet date. Previous impairment of good-
will is not reversed.

2.11 FINANCIAL INSTRUMENTS - GENERAL
Financial instruments are found in many balance-sheet items and
are described below.

2.11.1 CLASSIFICATION

The Group classifies its financial assets and liabilities in the fol-
lowing categories: loans and receivables, and other financial
liabilities. The classification depends on the purpose for which
the financial asset or liability was acquired.

LOANS AND RECEIVABLES

Loans and receivables are financial assets that are not derivative
instruments, that have fixed or fixable payments and that are not
quoted on an active market. They are included in current assets
with the exception of items with due dates more than 12 months
after the balance-sheet date, which are classified as assets. The
Group's loans and receivables comprise other long-term receiv-
ables, accounts receivables, cash and cash equivalents, and the
financial instruments that are recognized among other receiv-
ables and interim receivables.

Accounts receivables are financial instruments that comprise
amounts to be paid by customers for products and services sold
in operating activities. If payment is expected within one year
or earlier, they are classified as current assets. If not, they are
recognized as fixed assets. Accounts receivable are initially
measured at fair value and thereafter at amortized cost applying
the effective interest method, less any provision for a decline in
value.

Cash and cash equivalents are financial instruments that in-
clude bank balances in both the balance sheet and the statement
of cash flows.

OTHER FINANCIAL LIABILITIES

The Group's long and shortterm borrowing (including overdraft
facilities), other long-term liabilities, accounts payable and the
portion of other shortterm liabilities and interim liabilities per-
taining to financial instruments are classified as other financial
liabilities.

Accounts payable are financial instruments and pertain to
obligations to pay for goods and services that have been ac-
quired from suppliers in operating activities. Accounts payable
are classified as shortterm liabilities if they fall due for payment
within one year. If not, they are recognized as long-term liabili-
ties. Accounts payable are initially measured at fair value and,
thereafter, at amortized cost using the effective interest method.

Borrowings are financial instruments and are initially mea-
sured at fair value, net after transaction costs. Borrowings are
subsequently recognized at amortized cost and any differences
between the amount received (net after transaction costs) and
the repayment amount are recognized in profit or loss distributed
over the term of the loan applying the effective interest method.

Borrowings are classified as shortterm liabilities unless the
Group has an unconditional right to defer payment of the liabili-
ties for at least 12 months after the end of the reporting period.

The Parent Company has options contracts entailing the right
to acquire minority inferests’ participations in GARO Elflex AB
and GARO Finland OY. The fair value of these contracts on
December 31, 2017 was MSEK 3.6 (2.8) and is recognized in

the balance sheet as a shortterm liability and equity.

2.11.2 RECOGNITION AND MEASUREMENT
Financial instruments are initially measured at fair value plus
transaction costs, which applies to all financial assets not mea-
sured at fair value through profit or loss. Financial assets mea-
sured at fair value through profit or loss are initially measured
at fair value, while attributable transaction costs are recognized
in profit or loss. Financial assets are derecognized from the
balance sheet when the right to receive cash flow from the
instrument has expired or been transferred and the Group has
transferred essentially all risks and benefits associated with own-
ership. Financial liabilities are derecognized from the balance
sheet when the contractual obligation has been fulfilled or other-
wise extinguished.

Following the acquisition date, financial assets and liabilities
measured at fair value through profit or loss are measured at fair
value. Loans and receivables and other financial liabilities are
recognized after the acquisition date at amortized cost by apply-
ing the effective interest method.

Gains and losses arising as a result of changes in fair value
attributable to the category of financial assets and liabilities
measured at fair value through profit or loss are recognized in
the periods in which they arise and are included in EBIT.

2.11.3 OFFSETTING OF FINANCIAL INSTRUMENTS
Financial assets and liabilities are offset against each other and
the net amount is recognized in the balance sheet when there
is a legal right to offset the carrying amounts and there is an
intention to seftle the items by a net amount or to simultaneously
realize the asset and settle the liability.

2.11.4 DERIVATIVE INSTRUMENTS

Derivative instruments are recognized in the balance sheet on
the contract date and measured at fair value, both initially and
when subsequently remeasured. Derivative instruments are not
recognized in accordance with the hedge accounting principle.
Changes in fair value are subsequently immediately recognized

in profit or loss. Outstanding forward contracts amounted to
MEUR 5.4 (4.6) on the balance-sheet date.

2.11.5 IMPAIRMENT OF FINANCIAL INSTRUMENTS

ASSETS RECOGNIZED AT AMORTIZED COST
At the end of each reporting period, the Group assesses wheth-
er there is objective evidence that a financial asset or group
of financial assets requires impairment. A financial asset or
group of financial assets becomes subject to impairment and is
impaired only if there is objective evidence of an impairment
requirement due to one or more occurred events after the asset
was initially recognized and that such events have had an im-
pact on the estimated future cash flows of the financial asset or
group of financial assets that can be reliably calculated.

The impairment is calculated as the difference between the
asset’s carrying amount and the present value of estimated
future cash flows discounted using the financial asset's original
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effective interest rate. The asset’s carrying amount is impaired
and the impairment amount is recognized in consolidated profit
or loss under “other external expenses” or under net financial
items depending on the type of financial asset that is impaired.
If the impairment requirement is reduced in a subsequent period
and the decrease can be obijectively attributed to an event that
occurred after recognition of the impairment, a reversal of the
previously recognized impairment is recognized in consolidat-
ed profit or loss under “other external expenses” or under net
financial items depending on the type of financial asset that is
impaired.

2.12 INVENTORIES

Inventories are recognized at the lower of cost and net realiz-
able value. Cost is determined using the firstin, first-out (FIFO)
method. Cost for own semifinished and finished goods comprise
direct manufacturing expenses and a reasonable portion of indi-
rect manufacturing expenses.

2,13 SHARE CAPITAL

Common shares are classified as equity. Transaction costs that
can be directly attributed to new share or options issues are rec-
ognized in net amounts after tax in equity as a deduction from
the issue proceeds.

2.14 PROVISIONS

Provisions are recognized when the Group has a legal or an
informal obligation due to previous events, it is probable that
an oufflow of resources will be required to regulate the obliga-
tion and the amount has been calculated in a reliable manner.
Provisions for restructuring includes expenses for terminating
leases and severance pay.

Estimated guarantee reserves for product guarantees are
recognized when the products are sold. Reserves are based
on expected contractual obligations and determined based on
historical statistics regarding action expenses, etc. Guarantee
reserves amount fo MSEK 1.5 (1.5) and are recognized under
provisions. The provision for this is not material. No provisions
are made for future operating losses.

If there are similar commitments, the probability of an outflow
of resources being required on settlement is calculated as a fotal
for the entire group of these commitments. A provision is recog-
nized even if the probability of an outflow for a special item in
this group of commitments is minor.

Provisions are valued at the present value of the amount that
is expected to be required to settle the obligation. In so doing,
a discounted inferest rate before tax is applied that reflects the
current market assessment of the value of money over time and
the risks associated with the provision. The increase in the pro-
vision that is due to the passing of time is recognized as interest
expenses.

2.15 CURRENT AND DEFERRED TAX

Tax expense for the period includes current and deferred tax.
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The current tax expense is calculated on the basis of the tax
regulations that have been decided or essentially decided on the
balance-sheet date in those countries where the Parent Company
and its subsidiaries are active and generate taxable income.
Deferred tax is recognized, in accordance with the balance sheet
method, on all temporary differences arising between the tax-
able value of assets and liabilities and their carrying amounts in
the consolidated financial statements. Deferred tax is calculated
applying tax rates that have been decided or announced on the
balance-sheet date and that are expected to apply when the par-
ticular deferred tax asset is realized or the deferred liability has
been settled.

Deferred tax assets on loss carryforwards are recognized inso-
far as it is probable that future taxable surpluses will be available
to offset them against.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to offset current tax assets against current
liabilities, when deferred tax assets and liabilities relate to income
taxes levied by the same tax authority, on either the same or
different taxable entities, and where there is an intention to settle
on a net basis.

2.16 REMUNERATION OF EMPLOYEES

PENSION OBLIGATIONS

The Group has both defined-benefit and defined-contribution
pension plans. The defined-benefit plans comprise ITP 2 plans
(see below for a more detailed description). Defined-contribution
plans are plans under which the Group pays fixed contributions
info a separate legal entity. The Group has no legal or construc-
tive obligation to pay further contributions if the legal entity does
not hold sufficient assets to pay all employee benefits relating to
employee service in the current and prior periods.

For defined-contribution pension plans, the Group pays contri-
butions to publicly or privately administered pension insurance
plans on a compulsory, contractual or voluntary basis. The
Group has no other payment obligations once these contribu-
tions have been paid. The contributions are recognized as per-
sonnel expenses when they fall due for payment. Prepaid contri-
butions are recognized as an asset insofar as a cash repayment
or a decrease in future payments could accrue to the Group.

In parts of the Group, there are salaried employees in Swe-
den who are part of the [TP 2 plan. The defined-benefit pension
commitments in the ITP 2 plan for old-age pensions and family
pensions are covered through insurance with Alecta. According
to a statement from the Swedish Financial Reporting Board, UFR
10 Classification of ITP plans financed through insurance with
Alecta, this is a defined-benefit multi-employer plan. The com-
pany did not have access to information during the period that
would allow it to recognize its proportionate share of the plan’s
obligations, plan assets and expenses, which meant that it was
not possible o recognize this as a defined-benefit plan. The ITP
2 pension plan that is secured through insurance in Alecta is
therefore recognized as a defined-contribution plan. The premi-

um for the defined-benefit old-age pensions and family pensions
are calculated individually and depend on factors including
salaries, previously earned pensions and expected remaining
period of service.

VARIABLE REMUNERATION

The Group recognizes a liability and an expense for variable
remuneration based on net income for the year before tax. The
Group recognizes a provision when there is a legal obligation
or an informal obligation due to previous practice.

NOTE 3. RISKS AND UNCERTAINTIES

3.1 RISKS AND UNCERTAINTIES

Through its operations, the Group is exposed fo a variety of
different financial risks: market risk (including currency risk,
interest-rate risk), credit risk and liquidity risk. The Group’s over-
all risk management policy focuses on the unpredictability of the
financial markets and seeks to minimize potential unfavorable
effects on the Group's financial earnings. The Group uses deriv-
ative instruments to financially hedge certain risk exposure. How-
ever, the Group does not apply hedge accounting.

The Group's central finance function conducts risk manage-
ment activities, following policies adopted by the Board. The
finance function identifies, evaluates and hedges financial
risks in close cooperation with the Group's operational units.
The finance function prepares written policies for overall risk
management and for specific areas, such as currency risk,
interest-rate risk, credit risk, use of derivative instruments and
financial instruments that are not derivatives, and investments of
excess liquidity.

A MARKET RISK

(i) Impact of economic climate and other macro economic
factors

Since GARO conducts most of its operations in Sweden,
Norway and Ireland, the general economic climate and busi-
ness conditions in these countries have a considerable effect on
GARO's operations and earnings. The global economic climate,
negative changes in the European economy, particularly in the
Nordic region, and the rest of the world, plus a lower level of
new housing and commercial construction and conversion and
lower investments in the industry could entail that demand for
GARO's products and services declines, which would have a
negative impact on GARO'’s operations, financial position and
earnings.

(i) Competition and price pressure

GARO competes with players in all product areas and in all
geographic markets and GARO must therefore meet end cus-
tomer needs and demand better than its competitors. If GARO is
not sufficiently successful in meeting this competition from both
existing and new players, it could have a negative impact on

GARO'’s operations, financial position and earnings.

Price pressure is a natural element of competitive markets.
There is a risk that GARO’s competitors develop their product
range and that end customers thus increasingly prefer products
that compete with GARQ's current and future range, which
could have a negative impact on GARO’s operations, financial
position and earnings.

(ii)  Product development

GARO'’s earning and competitiveness are partially dependent on
its ability to develop and sell new, innovative products and solu-
tions. Accordingly, a key element of GARO's strategy is to devel-
op and market new products in the areas in which GARO be-
lieves are important for continued growth and for safeguarding
its market shares. A central component of GARO's strategy has
been and remains controlling the entire value chain from product
development and product assembly to delivery to the customer.
There is a risk that expenses for a product development project
exceed budget and that forecast sales volumes and/or sales
margins are not achieved, which could have a negative impact
on GARO's operations, financial position and earnings.

(iv] IT

GARQ's ability to effectively and securely manage sales and
other business-critical operations depends on the reliability, func-
tionality, maintenance, operation and continued development of
GARQO's IT systems, including the company’s website. Such sys-
tem can be disrupted by, for example, software errors, computer
viruses, hacking, sabotage and physical damage. IT systems are
used in the Group to purchase, sell and deliver products, invoice
customers, manage orders and inventories and for accounting
and financial reporting. There is a risk that IT disruptions or other
problems with the IT systems could have a negative impact on
GARO's operations, financial position and earnings due to their
length, scope and level of severity.

(v)] Currency risk

The Group operates internationally and is exposed to currency
risks from various currency exposures, primarily in euro (EUR),
Norwegian kroner (NOK) and Polish ztoty (PLN). Currency risk
arises through future business transactions, recognized assets
and liabilities and net investments in foreign operations.

Currency risk arises when future business transactions are
expressed in a currency that is not the unit’s functional currency.
The Group mostly purchases goods in EUR. In order to manage
currency risk and outflows in EUR, the Group has decided to
also have sales in EUR where possible.

Currency risk from future business transactions is managed by
the Group making use of forward contracts when it is not pos-
sible to match the outflow of a currency to the inflow. Currency
risk arises when future business transactions are expressed in a
currency that is not the unit's functional currency.

The Group's risk management policy is to financially hedge
between 70% and 80% of expected cash flows (primarily pur-
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chases of inventories) in EUR for the next sixmonth period. Out-
standing forward contracts amounted to MEUR 5.4 (4.6) on the
balance-sheet date.

The Group has a number of holdings in foreign operations
whose net assets are exposed to currency risks. Currency expo-
sure arising from net assets in the Group's foreign operations is
mainly managed by borrowings in the Parent Company in the
relevant foreign currencies. Hedge accounting is not applied for
these transactions.

(vi] Interestrate risk

The Group's interest-rate risk arises through long-term borrow-
ings. Borrowings raised at variable interest rates exposes the
Group to interestrate risk in respect of cash flow, which is partly
neutralized by cash assets subject to variable interest rates. Bor-
rowings raised at fixed interest rates exposes the Group fo inter-
est-rate risk in respect of fair value. The Group’s policy is to have
its borrowings at fixed interest rates. The CFO must approve any
deviations. In 2017 and 2016, the Group's liabilities to credit
institutions at fixed interest rates were denominated in SEK, EUR
and PLN. The Group's overdraft facilities bear variable interest
rates.

B CREDIT RISK
Credit risk is managed at Group level, except for credit risk
attributable to outstanding accounts receivable. Each Group
company is responsible for monitoring and analyzing credit risk
for each new customer before standard payment and delivery
terms are offered. Credit risk arises on the basis of cash and
cash equivalents, derivative instruments and balances with banks
and financial institutions, including outstanding receivables and
contracted transactions. Only banks and financial institutions
that have received a minimum A credit rating from independent
rating agencies are accepted. If a wholesaler has been rated by
an independent agency, this rating is then used. If no indepen-
dent credit rating is available, a risk assessment of the custom-
er's credit worthiness is performed that takes into account finan-
cial position, previous experience and other factors. Individual
risk limits are established based on internal and external credit
ratings in accordance with the limits set by the Board. The use of
credit limits is regularly monitored.

No credit limits were exceeded during the reporting period
and management does not expect any losses due to non-
payment from these counterparties.

C LQUIDITY RISK

The Group's policy is to have a liquidity reserve of at lease
MSEK 40. Cash flow forecasts are prepared by the Group's op-
erating companies and aggregated by the finance function. The
finance function closely monitors rolling forecasts for the Group's
liquidity reserve so as to ensure that the Group has sufficient
cash funds to meet the needs of the operating activities while re-
taining sufficient scope in contracted unutilized credit facilities so
that the Group does not breach loan limits or conditions (where
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The table below analyzes the Group’s financial liabilities, specified by the time from the balance-sheet date remaining until the contractual due date.

At December 31, 2017 <1year 1-5years > 5years

At December 31, 2016 <1year 1-5years > 5 years

Bank loans and overdraft facilities 46.0 28.0 10.3 Liabilities to credit institutions 13.8 9.4 1.1
Interest payments 0.9 1.1 0.3 Interest payments 0.2 0.5 0.1
Accounts payable 93.7 - - Accounts payable 67.4 - -
Total 140.6 29.1 10.6 Total 81.4 9.9 1.2
NOTE 3, CONT.

applicable) of any of the Group's loan facilities. Such forecasts
take into account the Group's plans for repayments, meeting
loan conditions, meeting internal balance-sheetbased perfor-
mance measures and, where applicable, external supervisory
and statutory requirements, such as currency restrictions.

The Group does not have any specific loan conditions (cove-
nants) with external borrowers.

Surplus liquidity in the Group’s operating companies, ex-
ceeding the portion required for managing working capital re-
quirements, is primarily to be used to pay off outstanding loans.
Surplus liquidity can then be invested in investments approved
by the finance function that meet the scope for above forecasts
and the liquidity reserves.

Of the MSEK 140.6 stated for 2017 in the “less than 1 year”
interval, the company intends to repay MSEK 105.6 in the first
quarter of 2018 (2017: 71.4).

There are currently not deemed to be any additional borrow-
ing or refinancing requirements for meeting future commitments
under the current operations and business plan.

D SENSITIVITY ANALYSIS

Material factors that impact the Group’s earnings are presented
below. The analysis is based on the values at the end of the year
and all other factors remaining unchanged.

Changes in sales prices is the variable that has the greatest
impact on earnings. +/- 1% on retail prices affects EBIT by
about MSEK 8.0 (2016: 6.5).

Volume trends and purchase prices impact GARO’s earnings.
A 1% change in volume results in an EBIT effect of about MSEK
3.9 (2016: 3.2) and a 1% change in purchase prices of goods
for resale and raw materials results in an EBIT effect of about

MSEK 4.0 (2016: 3.4).

Payroll costs account for a large portion of the Group's
expenses and a 1% increase impacts EBIT by MSEK 1.8
(2016: 1.3).

The Group's net debt is low and a 1% change in the market
inferest rate would not have any appreciable effect on income
after financial items.

The Group has significant currency exposure to EUR, relating
to the company’s purchases of goods in Europe. The company
also conducts significant sales of goods in EUR. The net effect of
a 1% change in the EUR against the SEK would have a negative
impact on EBIT of approximately MSEK 1.8 (2016: 1.2).

3.2 MANAGEMENT OF CAPITAL STRUCTURE

The Group's obijective concerning the capital structure is to safe-
guard the Group’s ability to continue its operations, so that it
can continue to generate a return to shareholders and value for
other stakeholders and maintain an optimal capital structure in
order to minimize the cost of capital.

To maintain or adjust its capital structure, the Group can alter
the dividend paid to shareholders, repay capital to sharehold-
ers, raise new loans, issue new shares or sell assets to reduce
liabilities.

The Group assesses capital based on the debt/equity ratio,
in the same way as other companies in the industry. This perfor-
mance measure is calculated as net debt divided by equity.

NOTE 4. SIGNIFICANT ESTIMATES AND ASSESS-
MENTS FOR ACCOUNTING PURPOSES

The preparation of the accounts and application of various
accounting standards are often based on management's assess-
ments and estimates that are deemed to be reasonable under the
prevailing circumstances. These assumptions and estimates are

Debt/equity ratio

Dec 31, 2017 Dec 31, 2016

Total borrowing (Note 18) 84.3 24.3
Less: cash and cash equivalents (Note 17) -28.2 -41.6
Net debt -56.1 -17.3
Total equity 252.7 194.4
Debt/equity ratio, % -22.2% -8.9%

often based on historical experience but also on other factors,
including expectations regarding future events.

The actual outcome may deviate from assessments made.
Management's estimates and assessments could impact the in-
come statement, balance sheet and supplementary disclosures
provided in the financial statements. Accordingly, changes to
estimates and assessments could lead o changes in the financial
reporting.

Estimates and assessments were made regarding capitalized
development expenditure, calculating inventory obsolescence,
testing goodwill for impairment, the risk of losses on accounts
receivable, valuations of deferred tax assets, future guarantee
commitments, ongoing disputes and other legal obligations.
These estimates and assessments are not deemed to have any
material impact on the income statement or balance sheet in the
event of errors in such estimates and assessments.

NOTE 5. SEGMENT INFORMATION
The CEO is the chief operating decision maker of the Group.
Company management has established operating segments
based on the information used by the CEO and used as support-
ing information for allocating resources and evaluating results.
The CEO assesses the operation based on a geographic/
legal perspective. The CEO receives information specified by the
Sweden segment and Other markets segment.
GARO's operations are conducted in two business areas,
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which are operating segments: GARO Sweden and GARO
Other markets. The Swedish operating segment is included in
the legal entities in Sweden. The Other markets operating seg-
ment is included in the legal entities in Norway, Ireland, Finland
and Poland. Each operating segment is conducted under local
responsibility.

The CEO assesses the results of the operating segments pri-
marily based on the EBIT measure (operating profit).

INCOME

Sales between segments take place based on market terms.
Income from external partners reported to the CEO is measured
in the same way as in profit or loss.
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INCOME

Sweden segment Other markets segment Elimination Total
Segment information 2017 2016 2017 2016 2017 2016 2017 2016
Sales
Total net sales 686.2 523.2 357.8 308.8 -248.0 -174.2 796.0 657.8
Infernal net sales -142.5 -104.2 -105.5 -70.0 248.0 174.2 - -
External net sales 543.7 419.0 252.3 238.8 - - 796.0 657.8
EBIT 64.5 36.1 33.6 37.7 - - 98.1 73.8
Financial income - - - - - - 2.2 1.2
Financial expenses - = - - - - A4 22
Tax expense for the year - - - - - - -10.3 -15.8
Net income for the year - - - - - - 85.6 57.0
Other disclosures
Fixed assets 173.4 65.6 54.9 22.6 71.0 -20.8 157.3 67.4
Other assets 326.9 256.8 145.2 108.5 95.5 -58.7 376.6 306.6
Total assets 500.3 322.4 200.1 131.1 -166.5 -79.5 533.9 374.0
Shortterm liabilities 209.2 136.0 118.0 81.9 90.4 -55.0 236.8 162.9
Long-term liabilities 26.7 12.7 15.1 2.8 2.6 1.2 44.4 16.7
Total liabilities 235.9 148.7 133.1 84.7 -87.8 -53.8 281.2 179.6
Investments 27.2 10.3 24.2 2.5 - - 514 12.8
Depreciation 9.6 8.8 2.6 2.2 - - 12.2 11.0

INCOME FROM EXTERNAL CUSTOMERS SPECIFIED BY COUNTRY, BASED ON WHERE CUSTOMERS ARE LOCATED

2017 2016
Sweden 537.4 414.3
Norway 146.2 150.2
Poland 2.8 1.4
Ireland 85.5 68.8
Finland 16.7 17.0
Other countries 7.4 6.1
Total 796.0 657.8

The Group has income from three external customers that each exceed 10% of net sales at the end of each period. This income is attributable to the

Sweden segment.

INCOME FROM EXTERNAL CUSTOMERS SPECIFIED BY PRODUCT AREA

2017 2016
Electrical distribution products 407.8 376.9
Project business 207.9 135.1
Temporary electric installations 79.3 60.7
EV charging 101.0 85.1
Total 796.0 657.8

NOTE 6. OTHER OPERATING INCOME

NOTES - GROUP

2017 2016
Capitalized own work, product development 1.2 0.8
Other 0.4 1.2
Total 1.6 2.0
NOTE 7. REMUNERATION OF EMPLOYEES, ETC.
2017 2016
Board, CEO and other senior executives
Salaries and other remuneration 18.4 18.6
Social security contributions 4.8 4.5
Pension costs — defined-contribution plans 3.4 2.8
Total Board, CEO and other senior executives 26.6 25.9
Other employees
Salaries and other remuneration 106.4 79.3
Social security contributions 337 24.7
Pension costs — defined-contribution plans 6.8 4.9
Total other employees 146.9 109.0
Total personnel expenses 173.5 134.9
AVERAGE NUMBER OF EMPLOYEES, SPECIFIED BY COUNTRY
2017 2016
Average no. of employees ~ Of whom, men  Average no. of employees ~ Of whom, men
Sweden 228 151 182 114
Norway 16 15 13 12
Finland 3 2 2 2
Ireland 22 16 20 14
Poland 76 22 58 17
Group total 345 206 275 159
GENDER DISTRIBUTION IN THE GROUP (INCL. SUBSIDIARIES) OF BOARD MEMBERS
AND OTHER SENIOR EXECUTIVES
2017 2016
No. on balance-sheet date Of whom, men  No. on balance-sheet date Of whom, men
Board members 9 7 7 5
CEO and other senior executives 12 12 11 11
Group total 21 19 18 16
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REMUNERATION OF SENIOR EXECUTIVES 2017

NOTE 8. REMUNERATION OF AUDITORS

NOTES - GROUP

2017 2016
PwC until May 4, 2017 / Ernst & Young from May 4, 2017
- Audit assignment 1.0 0.9
- Auditing activities in addition to audit assignment 0.2 0.6
- Tax advice - 0.1
— Other services 0.2 -
Total 1.4 1.6
Grant Thornton
- Audit assignment 0.1 0.1
- Auditing activities in addition to audit assignment - =
Total 0.1 0.1
NOTE 9. OPERATING LEASES
The Group leases office equipment, cars and office premises
under non-cancelable operating leases. The lease terms vary 2017 2016
between three and five years. Only leases for office premises Within 1 year 40 42
are longer than five years. Most leases can be extended at the Bemon [ ol 8 e 188 3.6
end of the lease term for a market-based fee. I o 25.3 _

Future total minimum lease payments for non-cancelable oper- Total 28.1 78

ating leases amount to the following:

NOTE 10. FINANCIAL INCOME AND EXPENSES

Leasing costs of MSEK 4.9 (2016: 4.3) are included in profit or loss.

Basic salary/ Variable Other Pension costs Other Total
Board fees remuneration benefits remuneration
Anders Palsson, Board Chairman 04 = = = = 0.4
Lars Svensson, Board member 0.1 - - - - 0.1
Per Holmstedt, Board member 0.1 = = = = 0.1
Sofia Axelsson, Board member 0.1 - - - - 0.1
Rickard Blomqvist, Board member* 0.1 - - - - 0.1
Carl-Johan Dalin, President and CEO from September 5, 2017 0.8 0.2 - - - 1.0
Stefan Jonsson, President and CEO until September 4, 2017 2.8 0.4 0.1 1.0 - 4.3
Other senior executives (4) 3.4 0.5 0.3 1.2 0.8 6.2
Total 7.8 1.1 0.4 2.2 0.8 12.3
Subsidiaries
Other senior executives (2) 2.9 0.8 - 0.4 — 4.1
Group 10.7 1.9 0.4 2.6 0.8 16.4
*The Board member received a consultant’s fee during the period, see Note 27.
REMUNERATION OF SENIOR EXECUTIVES 2016
Basic salary/ Variable Other Pension costs Other Total
Parent Company Board fees remuneration benefits remuneration
Anders Palsson, Board Chairman 0.4 = = = = 0.4
Lars Svensson, Board member 0.1 - - - - 0.1
Per Holmstedt, Board member 0.1 = = = = 0.1
Sofia Axelsson, Board member 0.1 - - - - 0.1
Rickard Blomqvist, Board member* 0.1 - - - - 0.1
Stefan Jonsson, President and CEO 2.6 0.8 0.1 0.7 - 4.2
Other senior executives (4) 3.2 0.9 0.3 0.9 1.2 6.5
Total 6.6 1.7 0.4 1.6 1.2 11.5
Subsidiaries
Other senior executives (2) 2.4 0.8 - 0.4 - 3.6
Group 9.0 2.5 0.4 2.0 1.2 15.1

*The Board member received a consultant’s fee during the period, see Note 27.

PENSIONS

DEFINED-CONTRIBUTION PENSIONS
The retirement age for the CEO is 65. The premium is 30% of
pensionable salary.

The retirement age for other senior executives is 65. The pen-
sion premium follows applicable collective agreements.

SEVERANCE PAY

A mutual period of notice of six months applies to the company
and the CEOQ. In the event of termination of employment by the
company, the CEO also receives severance pay of 18 month-

ly salaries. Severance pay is not deducted from other forms
of income. No severance pay is paid if the CEO terminates
employment.

A mutual period of notice of six months applies to the com-
pany and other senior executives. In the event of termination of
employment by the company, senior executives also receive sev-
erance pay of six monthly salaries. Severance pay is not deduct-
ed from other forms of income. No severance pay is paid if the
senior executives terminate employment.

2017 2016
Interest income 0.1 0.1
Remeasurement of derivative instruments 1.9 0.3
Other financial income 0.2 0.8
Other financial income 2.2 1.2
Interest expenses 0.8 0.7
Exchange-rate losses -1.9 0.1
Remeasurement of derivative instruments - =
Other financial expenses -1.7 -1.4
Total financial expenses 4.4 2.2
Total net financial items -2.2 -1.0
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NOTE 11. INCOME TAX

NOTE 12. GOODWILL

Goodwill is distributed between the Group’s cash-generating
units, which comprise the segments. The assessment of recover-
able amount includes assumptions regarding growth, earnings
trend and investments, including investments in working capital.
Assumed growth amounts to 10-15%, depending on segment,
for the forecast and then is sustained at 2%. Assumed EBIT
margins amount fo a sustained 10%. The growth and margin
assumptions are based on outcomes of prior years and man-
agement'’s expectations of market trends. Investment amounts
are based on forecasts and are subsequently sustained at levels
corresponding to depreciation.

NOTES - GROUP

(WACC) of 7.5% was used in this year's test. The test did not
reveal any impairment requirement. A number of sensitivity anal-
yses have been performed where the sustained growth rate was
set at O percentage points, the EBIT margin declines by 2 per-
centage points or the discount rate increases by 2%. None of
these analyses indicated any impairment requirement.

Goodwill per segment Dec 31, 2017 Dec 31, 2016

Sweden segment 39.6 -

Other markets segment - =

Goodwill is tested for impairment every year. A discount rate el 39.6 =
NOTE 13. OTHER INTANGIBLE ASSETS
Cost Capitalized development Development Total

expenditure  projects in progress

2016 fiscal year

2017 2016 Cost Goodwill
Current tax 2016 fiscal year
Current tax on net income for the year -20.7 -17.3 Opening carrying amount -
Adjustments pertaining to prior years - 0.1 Acquisition of subsidiaries -
Total current tax -20.7 -17.2 Divestments and disposals -
Translation differences -
Deferred tax (Note 19) Amortization -
Occurrence and reversal of temporary differences 10.4 1.4 Impairment -
Total deferred tax 10.4 1.4 Closing carrying amount -
Total income tax -10.3 -15.8 At December 31, 2016
Cost &3
Accumulated amortization and impairment -3.5
The Group has operations in a tax-exempt Special Economic Carrying amount =
Zone in Poland. Only parts of the Polish operations are encom-
passed by these tax breaks. On December 31, 2017, unutilized 2017 fiscal year
tax advantages amounted to approximately MPLN 3.9 (2) for Ol it g el -
use until 2026. Deferred tax assets were taken into account in Acqisition of subsidiaries 39.6
the reporting. Divestments and disposals -
Translation differences -
Income tax on profit before tax differs from the theoretical II:;Z:I;Z:TH .
amount that would have arisen from the use of the tax rate in Closing carrying amount 9.6
Sweden for the profit of consolidated companies, as follows:
At December 31, 2017
Cost 43.1
2017 2016 Accumulated amortization and impairment -3.5
Profit before tax 95.9 72.8 Carrying amount 39.6
Income tax calculated according to tax rate in
Sweden (22%) 21.1 -16.0
Effect of foreign tax rates 1.4 -0.9
Tax effects of:
- Non-deductible expenses 0.6 0.7
— Temporary differences 0.4 0.3
— Tax aftributable to prior years’ recognized earnings - 0.1
Tax expense -20.7 -17.2
Effective tax rate, % 21.6 23.6

Opening carrying amount 7.8 0.7 8.5
Exchange-rate differences - - -
Purchases/capitalized expenses - 3.6 3.6
Reclassifications 1.9 2.2 0.3
Divestments and disposals - - -
Amortization 3.2 - 3.2
Impairment - - -
Closing carrying amount 6.5 2.1 8.6
At December 31, 2016

Cost 26.5 2.1 32.1
Accumulated amortization and impairment -20.0 - 23.5
Carrying amount 6.5 2.1 8.6
2017 fiscal year

Opening carrying amount 6.5 2.1 8.6
Exchange-rate differences - 0.1 0.1
Purchases/capitalized expenses - 7.5 7.5
Reclassifications 4.1 7.4 -3.3
Divestments and disposals 0.3 - -0.3
Amortization 2.3 - 2.3
Impairment - - -
Closing carrying amount 8.0 2.3 10.3
At December 31, 2017

Cost 29.8 2.3 32.1
Accumulated amortization and impairment 21.8 - 21.8
Carrying amount 8.0 2.3 10.3
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NOTE 14. TANGIBLE ASSETS

Lands and Plant and machinery Equipment, tools, Construction Total
buildings fixtures and fittings in progress
2016 fiscal year
Opening carrying amount 37.3 3.6 15.9 0.6 57.4
Exchange-rate differences 0.3 - 0.2 - 0.5
Purchases 0.9 0.1 3.0 5.2 9.2
Through acquisition of subsidiaries - - - - -
Reclassifications - - 4.3 -4.0 0.3
Divestments and disposals - -0.1 0.7 - -0.8
Depreciation 2.1 0.6 5.1 - -7.8
Closing carrying amount 36.4 3.0 17.6 1.8 58.8
At December 31, 2016
Cost 75.4 32.1 76.3 1.8 185.6
Accumulated depreciation -39.0 -29.1 -58.7 - -126.8
Carrying amount 36.4 3.0 17.6 1.8 58.8
2017 fiscal year
Opening carrying amount 36.4 3.0 17.6 1.8 58.8
Exchange-rate differences 1.9 0.1 0.2 - 2.2
Purchases - - 2.6 41.3 43.9
Through acquisition of subsidiaries - - 0.6 - 0.6
Reclassifications 27.9 1.0 16.3 -41.9 3.3
Divestments and disposals - - -1.1 - -1.1
Depreciation 2.4 0.7 6.8 - 9.9
Closing carrying amount 63.8 3.4 29.4 1.2 97.8
At December 31, 2017
Cost 105.3 33.3 96.1 1.2 235.9
Accumulated depreciation -41.5 -29.9 -66.7 - -138.1
Carrying amount 63.8 3.4 29.4 1.2 97.8
NOTE 15. INVENTORIES
2017 2016
Raw materials and consumables 85.1 52.6
Finished goods and goods for resale 54.4 42.7
Products in progress 3.3 2.0
Total 142.8 97.3

Impairment was recognized at a total of MSEK 6.2 (6.2).

NOTE 16. FINANCIAL INSTRUMENTS BY CATEGORY

NOTES - GROUP

Dec 31, 2017

Loans and receivables

Balance sheet assets

Accounts receivable 196.7
Derivative instruments 1.6
Other current receivables 2.8
Cash and cash equivalents 28.2
Total 229.3

Other financial liabilities

Balance sheet liabilities

Liabilities to credit institutions 56.0
Accounts payable 93.7
Overdraft facilities 28.3
Total 178.0

Dec 31, 2016

Loans and receivables

Balance sheet assets

Accounts receivable 163.5
Other current receivables 1.3
Cash and cash equivalents 41.6
Total 206.4

Other financial liabilities

Balance sheet liabilities

Liabilities to credit institutions 12.8
Derivative instruments 0.1
Accounts payable 67 .4
Overdraft facilities 11.5
Total 91.8

The Group has a recognized liability with the minority shareholders in GARO Elflex AB and GARO Finland OY due to a put/call option that can
be triggered either by GARO Aktiebolag (publ) or each minority shareholder. The liability is measured at fair value at accounting year-end and
remeasurements are recognized directly in equity. The total liability on December 31, 2017 amounted to MSEK 3.6 (2.8).
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NOTE 17. ACCOUNTS RECEIVABLE

NOTE 20. BORROWINGS

Dec 31, 2017 Dec 31, 2016

Dec 31, 2017 Dec 31, 2016

Accounts receivable 197.0 164.1
Less: provision for doubtful

receivables 0.3 0.6
Accounts receivable - net 196.7 163.5

The fair value of accounts receivable corresponds to their carry-
ing amount since the discount effect is not material.

At December 31, 2017, accounts receivable of MSEK 38.4
(30.5) had fallen due for payment but no material impairment
requirement was deemed to exist for the Group. The past due
receivables pertain to a number of customers who have not
shown any payment difficulties to date.

The age analysis of these accounts receivable was as follows:

Dec 31, 2017 Dec 31, 2016

1-30 days 37.2 25.1
31-60 days 1.0 43
> 61 days 0.2 1.1

Total past due
accounts receivable 38.4 30.5

NOTE 18. CASH AND CASH EQUIVALENTS
Cash and cash equivalents, both in the balance sheet and the
statement of cash flows, comprise the following:

Long-term

Liabilities to credit institutions 38.3 10.5
Total long-term

borrowings 38.3 10.5
Short-term

Overdraft facilities 28.3 11.5
Liabilities to credit institutions 17.7 2.3
Total short-term

borrowings 46.0 13.8

Total borrowings
Group 84.3 24.3

LIABILITIES TO CREDIT INSTITUTIONS
The Group's borrowings are in SEK, EUR and PLN. The Group's
borrowings comprise loans from SEB.

These bank loans fall due for payment in 2027 and bear aver-
age interest of 1.6% per year (1.7%). The Group does not have
any specific loan conditions (covenants) with external borrowers.

OVERDRAFT FACILITIES

The Group has granted overdraft facilities of MSEK 94.6 MSEK
(79.7) in the currencies of SEK, EUR and PLN that are renegoti-
ated every year.

NOTE 21. OTHER PROVISIONS

Dec 31, 2017 Dec 31, 2016

Dec 31, 2017 Dec 31, 2016 Long-term
Bank balances 28.2 41.6 Guarantee reserve 1.5 1.5
Total 28.2 41.6 Pension commitments 0.1 0.1
Total 1.6 1.6

NOTE 19. SHARE CAPITAL AND OTHER

CONTRIBUTED CAPITAL

Share capital at December 31, 2017 comprised 10,000,000
shares with a quotient value of SEK 2 per share. Each share
carries one vote per share.

All shares that have been issued by Parent Company are fully
paid.

Dividends paid in 2017 amounted to MSEK 28.5 (20), corre-
sponding to SEK 2.85 per share (2).

A dividend of SEK 4 per share, a total of MSEK 40, for the
2017 fiscal year is proposed to the Annual General Meeting to
be held on May 2, 2018. The proposed dividend has not been
recognized as a liability in these financial statements.

NOTE 22. DEFERRED INCOME TAX

NOTE 23. ACCRUED EXPENSES AND
DEFERRED INCOME

Dec 31, 2017 Dec 31, 2016

Accrued salary liabilities 19.3 17.7
Accrued social security contributions 7.4 6.2
Bonuses to customers 17.0 16.4

Accrued interest expenses - =
Other items 18.5 7.9

Total 62.2 48.2

NOTE 24. PLEDGED ASSETS

Dec 31, 2017 Dec 31, 2016

For liabilities to credit institutions

Property mortgages 59.9 24.1
Chattel mortgages 91.5 70.8
Guarantees for

leases 0.5 0.5
Total 151.9 95.4

Dec 31, 2017 Dec 31, 2016

Deferred tax assets

Other (Note 11) 9.6 0.2
Total 9.6 0.2
Deferred tax liabilities

Machinery and equipment -1.5 -1.1
Tax allocation reserves -1.3 0.3

Expenses reversed in taxation, de-

ductible in future years -1.7 3.4
Total -4.5 -4.8
Deferred tax liabilities — net 5.1 -4.6

NOTE 25. ACQUISITION OF SUBSIDIARIES
Emedius AB was acquired in February 2017 and Web-El
Forsalining AB was acquired in October. The total value of the
acquired assets and liabilities, purchase consideration and im-
pact on the Group's cash and cash equivalents was as follows:

2017 2016
Acquisition total
Goodwill 39.6 -
Tangible assets 0.6 -
Current assets 34.7 -
Long-term liabilities 1.1 -
Shortterm liabilities -13.3 -
Total purchase consideration 60.5 -
Cash and cash equivalents in acquired
operations -15.3 -
Total cash flow attributable to
acquired operations 45.2 -

Transaction costs regarding acquiring units amounted to MSEK 1.1 and
were recognized as other external expenses in net income for the year.

NOTE 26. BUSINESS COMBINATIONS/

DIVESTMENTS

GARO acquired 100% of the shares in Emedius AB in Gnosjé in
February 2017. Emedius AB manufactures and markets consum-
er units, distribution boards as well as switchgears under its own
brand. In 2016, the company’s sales amounted to MSEK 71.5
with an EBIT of MSEK 6.4. The purchase consideration amount-
ed to MSEK 31, paid in cash. Goodwill pertains to customer

NOTES - GROUP

relationships and synergies. The acquired unit contributed net
sales of MSEK 50.8 with net income of MSEK 2.1. The acquired
unit was consolidated on March 1, 2017. The transaction

costs amounted to MSEK 0.4. If the acquired unit had been
consolidated for the full-year, net sales would have amounted

to MSEK 61.2 and net income for the year to MSEK 2.7. The
acquisition strengthens GARO'’s position in customized solutions
on the Swedish market and contributes to expanding production
capacity.

GARO acquired 100% of the shares in Web-El Férsaljning AB
in Lule& in October. Web-El Férsaljning AB develops and sells
systems and electronic components for controlling sockets for
charging stations, engine heaters, camp sites and marinas. In
2016/2017, the company’s sales amounted to MSEK 7.5 with
an EBIT of MSEK 3.0. The purchase consideration amounted to
MSEK 29.5. Of this amount, MSEK 26.5 M was paid cash and
MSEK 3 comprises an additional purchase consideration that
was recognized as a liability in the balance sheet. Goodwill
pertains to customer relationships and technical know-how. The
acquired unit contributed net sales of MSEK 0.7 with net income
of MSEK 0.4. The acquired unit was consolidated on November
1, 2017. The transaction costs amounted to MSEK 0.7. If the
acquired unit had been consolidated for the full-year, net sales
would have amounted to MSEK 6.0 and net income for the
year to MSEK 2.6. With the acquisition, GARO gains access
to broad expertise for the further development of products and
services in the product areas of EV charging and Electrical distri-
bution products. The dormant subsidiary UL Intressenter AB was
liquidated in November 2017.

The following transactions took place with related parties:

NOTE 27. RELATED PARTIES

Purchases of goods and services 2017 2016

Purchase of services

Consulting services from Board member (Ekono-

merna Family Office AB) 0.7 0.7
Operations and services purchased from parties

related to the CEO/Board member 1.7 1.8
Electrical installation services purchased from

parties related to the CEO/Board member 1.5 0.7
Total 3.9 3.2

The services described above were purchased on normal commercial
terms and conditions.

NOTE 28. EVENTS AFTER THE END OF THE
FISCAL YEAR

The Remuneration Committee will propose changes to the guide-
lines for remuneration of senior executives to the 2018 Annual
General Meeting.

63



NOTES - GROUP

NOTE 29. DEFINITIONS OF PERFORMANCE
MEASURES

PERFORMANCE MEASURES

EBITDA Earnings before interest, tax, depreciation and
amortization.

EBIT Earnings before interest and tax.
MARGIN MEASURES

EBITDA MARGIN EBITDA as a percentage of net sales
for the period.

EBIT MARGIN EBIT as a percentage of net sales for the period.
CAPITAL STRUCTURE

NET DEBT Interest-bearing liabilities and interest-bearing provi-
sions minus assets including cash and cash equivalents.

NET DEBT/EQUITY RATIO Net debt as a percentage of
equity.

INTEREST COVERAGE RATIO Profit after financial income as
a percentage of financial expenses.

EQUITY RATIO Equity including non-controlling interest divided
by total assets.

RETURN MEASURES

RETURN ON EQUITY Net income for the year divided by

average equity.
PER SHARE

EARNINGS PER SHARE Earnings for the period divided by

average number of shares outstanding during the period.

AVERAGE NUMBER OF SHARES, 1,000S The average number of
shares during the period in 1,000s.

The ESMA's Guidelines on Alternative Performance Measures
(measures that are not defined according to IFRS) have been
applied since July 2016. Performance measures included in this
report primarily follow the disclosure requirements under IFRS
and the Swedish Annual Accounts Act. Other measures describe
the earnings trend, financial strength and how the company
earned interest on its capital. The performance measures pre-
sented take into account the nature of the operations and are
deemed to provide relevant information to shareholders and
other stakeholders and also enable comparability with other
companies. Margin targets are also presented internally.
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Board of Directors’

Report for the
Parent Company

The Board of Directors and the President and CEO
of GARO AB (publ), Corporate Registration Number
556051-7772, hereby submit the Annual Report for
the 2017 fiscal year.

In accordance with Chapter 6, Section 11 of the Annual
Accounts Act, GARO AB has chosen to prepare the statutory
Sustainability Report as a separate report from the Annual
Report. The Sustainability Report was submitted to the auditors at
the same time as the Annual Report. The Sustainability Report is
presented on pages 29-35 of this printed document.

SHARE CAPITAL AND OWNERSHIP STRUCTURE

The Parent Company’s share capital amounted to MSEK 20 on
December 31, 2016. There were 10,000,000 common shares
on that date.

The company has been listed on Nasdaq Stockholm since
March 16, 2016.

OPERATIONS

GARO develops, manufactures and supplies innovative products
and complete solutions for the electrical installations industry
under its own brand. GARO was founded in 1939 in Gnosjo

in Sméland, Sweden, and has established strong customer rela-
tionships and a highly developed supplier network over its more
than 80-year history that, combined with proprietary production
and sales units, form a platform for delivering innovative com-
plete solutions.

The Parent Company’s operations encompass a significant
part of the Swedish operations and Group Management, and
also certain Group-wide functions and the Group's finance
function.

The Parent Company's inventory function also serves as the
central warehouse for the other Swedish operations. In addition,
the Parent Company conducts significant manufacturing and
sales to other Group companies.

SIGNIFICANT EVENTS DURING THE FINANCIAL PERIOD
The Swedish market noted healthy growth for the year and
exceeded industry forecasts.

All product areas reported solid growth and the EV charging
and Temporary electric installations areas outperformed average
growth levels.

Web-El Férsalining AB in Luled was acquired on October 27,
2017. Web-El Férsdlining AB develops and sells systems and
electronic components in the product areas of Electrical distribu-
tion products and EV charging.

NET SALES AND EARNINGS
Net sales increased 20% to MSEK 428.9 (357.3). Underlying
demand was strong during the year.

The company believes that it has increased its market shares
in all product areas. EBIT amounted to MSEK 36.5 (16.3),
corresponding to an EBIT margin of 8.5% (4.6). Adjusted for
costs related to the IPO, EBIT in 2016 amounted to MSEK 28.9,
corresponding fo an EBIT margin of 8.1%. EBIT was positively
impacted by higher volumes and stable expenses in relation to
net sales and negatively affected by a higher average exchange
rate for purchases in EUR.

INVESTMENTS

The Parent Company invests continuously in the maintenance of
the production unit and production equipment. The Parent Com-
pany’s investments in tangible assets amounted to MSEK 18.2
(6.4). GARO also invests in product development and investments
in infangible assets for the year totaled MSEK 7.2 (3.1). Depreci-
ation/amortization for the year amounted to MSEK 8.7 (8.3), of
which deprecation of tangible assets was MSEK 6.7 (5.4).

CASH FLOW, LIQUIDITY AND FINANCIAL POSITION
Cash flow from operating activities amounted to MSEK 34.0
(31.6). Cash flow for the year amounted to MSEK -18.2 (12.1).

Cash and cash equivalents including unutilized overdraft fo-
cilities on December 31, 2017 amounted to MSEK 60.4 (58.2).
Net debt on December 31, 2017 amounted to MSEK 59.4
(-8.6).

The Parent Company’s equity on December 31, 2017 amount-
ed to MSEK 179.2 (151.5). The 2017 dividend amounted to
MSEK 28.5.
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Multi-year summary

Summary of the Parent Company’s financial performance

MSEK 2017 2016 2015 2014 2013
Net sales 428.9 357.3 300.3 253.6 225.9
EBITDA 45.2 24.6 27.9 20.9 20.7
EBIT 36.5 16.3 19.9 12.2 12.7
EBIT margin, % 8.5 4.6 6.6 4.8 5.6
Total assets 356.2 254.1 233.7 208.2 199.4
Equity ratio, % 52.0 61.5 59.4 56.1 59.9
Return on equity, % 32.9 27.6 33.7 17.4 14.5
Average number of employees 122 119 116 118 113

Parent Company
Annual Report

PARENT COMPANY INCOME STATEMENT

PARENT COMPANY

EMPLOYEES

The number of fulltime employees in the Parent Company on
December 31, 2017 was 129 (111). The average number of
fulltime employees in 2017 was 122 (119). The percentage of
women during the year was 39% (41). For more information
about employees, see Note 5.

PRODUCT DEVELOPMENT
GAROQ's aim is fo be at the forefront of developments in envi-
ronmentally friendly and energy-efficient electrical products and

complete solutions. The company has an in-house product devel-

opment department that works together with other departments
on continuously developing new and improving existing prod-
ucts and solutions in all product areas. GARO also works close

to its customers fo gain inspiration and better understand custom-

er needs on the market. GARO has ten fulltime employees who
work on product development.

Refer also to Note 2.8 in the consolidated financial state-
ments.

ENVIRONMENTAL IMPACT

The Parent Company conducts reportable operations and the
municipality is the supervisory authority. The Géré 1:377 prop-
erty is in risk class 2 according to the county administrative
board’s Method for Inventories of Contaminated Sites (MIFO)
inventory. The company has no orders under the Swedish Envi-
ronmental Code. The Parent Company has ISO 14001 environ-
mental certification.

RISKS AND UNCERTAINTIES
A description of potential risks and their management is provid-
ed in Note 3 of the consolidated financial statements.

GUIDELINES FOR REMUNERATION OF SENIOR
EXECUTIVES

These guidelines are described in the Board of Directors’ Report
for the Group.

PROPOSED APPROPRIATION OF PROFIT
The Group's retained earnings in accordance with the consoli-
dated balance sheet amounted to MSEK 230.6 (174.5).

The following profit is at the disposal of the Annual General
Meeting:

(SEK)

Opening retained earnings 99,579,593
Provisions to fund for own

work, development expenditure 982,300
Net income for the year

56,186,519

Total 154,783,812

The Board of Directors proposes that profit be appropriated as
follows:

— to be distributed to shareholders at SEK 4.00 per share
40,000,000
— to be carried forward 114,783,812

Total 154,783,812

THE BOARD’S STATEMENT ON THE PROPOSED
DIVIDENDS

The Board believes that the proposed dividend will not prevent
the company from fulfilling its obligations in the short or long
term, nor from making necessary investments. The proposed
dividend can thus be justified with respect to the provisions

of Chapter 17, Section 3, paragraphs two and three of the
Swedish Companies Act.

The company’s equity ratio is satisfactory since the operations
continue to be conducted profitably. It is deemed that the compa-

ny’s liquidity can also be maintained at a satisfactory level.

Fiscal year

MSEK Note 2017 2016
Operating income

Net sales 2.3 428.9 357.3
Other operating income 4 8.2 7.2
Total 437.1 364.5
Operating expenses

Raw materials and consumables 255.6 210.1
Other external expenses 6.7 -48.3 -43.7
Personnel expenses 5 -88.0 73.5
Depreciation/amortization of tangible and intangible assets 11.12 -8.7 -8.3
Other operating expenses - -12.6
Total operating expenses -400.6 -348.2
EBIT 36.5 16.3
Profit from participations in Group companies 21 20.4 16.9
Net interest income and similar items 8 2.1 1.0
Net interest expenses and similar items 8 2.6 0.8
Total profit from financial items 19.9 171
Profit before tax 56.4 33.4
Appropriations 22 8.3 14.4
Tax on net income for the year 9 -8.5 7.0
Net income for the year 56.2 40.8

The Parent Company does not have any items recognized as other comprehensive income which is why total comprehensive income corresponds to

net income for the year.
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PARENT COMPANY

PARENT COMPANY BALANCE SHEET

PARENT COMPANY BALANCE SHEET, CONT.

PARENT COMPANY

MSEK Note Dec 31,2017 Dec 31, 2016
ASSETS

Fixed assets

Intangible assets

Capitalized development expenditure 11 7.2 585
Development projects in progress 11 2.1 1.9
Total intangible assets 1 9.3 74
Tangible assets

Lands and buildings 12 27.9 19.9
Plant and machinery 12 2.1 2.5
Equipment, tools, fixtures and fittings 12 19.5 11.9
Construction in progress and advance payments for tangible assets 12 0.8 1.5
Total tangible assets 12 50.3 35.8
Financial assets

Participations in Group companies 10 42.7 12.8
Receivables from Group companies 36.6 8.0
Total financial assets 79.3 20.8
Total fixed assets 138.9 64.0
Current assets

Inventories

Raw materials and consumables 42.4 31.0
Products in progress 1.8 0.8
Finished goods and goods for resale 18.2 12.4
Total inventories 62.4 44.2
Current receivables

Accounts receivable 13 84.4 78.3
Receivables from Group companies 67.5 48.2
Other current receivables 1.2 0.0
Prepaid expenses and accrued income 1.8 1.2
Total current receivables 154.9 127.7
Cash and cash equivalents 14 - 18.2
Total current assets 217.3 190.1
Total assets 356.2 254.1

MSEK Note Dec 31,2017 Dec 31, 2016
EQUITY AND LIABILITIES

EQUITY

Restricted equity

Share capital 15 20.0 20.0
Fund for infernal development expenses 1.8 0.8
Statutory reserve 2.6 2.6
Total restricted equity 24.4 23.4
Non-restricted equity

Retained earnings 98.6 88.1
Net income for the year 56.2 40.0
Total non-restricted equity 154.8 128.1
Total equity 179.2 151.5
Untaxed reserves 23 7.9 6.2
LIABILITIES

Provisions

Other provisions 1.5 1.5
Provision for deferred tax 16 1.8 3.4
Total provisions 3.3 4.9
Long-term liabilities

Other liabilities to credit institutions 17 23.5 7.8
Total long-term liabilities 23.5 7.8
Short-term liabilities

Liabilities to credit institutions 17 13.6 1.8
Accounts payable 43.9 34.5
Overdraft facilities 17 22.3 -
Liabilities to Group companies 20.9 4.2
Current tax liabilities 47 5.0
Other shortterm liabilities 4.5 5.8
Accrued expenses and deferred income 18 32.4 32.4
Total short-term liabilities 142.3 83.7
Total liabilities 169.1 96.4
Total liabilities and equity 356.2 254.1
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PARENT COMPANY STATEMENT OF CHANGES IN EQUITY

Restricted equity Non-restricted equity
Note Share cap- Statutory Fund for internal Retained Total
ital reserve development earnings
expenses incl. net income f
MSEK or the year
Opening balance at January 1, 2016 14.0 2.6 - 114.0 130.6
Net income for the year and comprehensive
income 2016 - - - 40.8 40.8
Total comprehensive income - - - 40.8 40.8
Stock dividend at January 12, 2016 6.0 - - 6.0 0.0
Provision to fund for internal development ex-
penses - - 0.8 0.8 0.0
Dividend according to Annual General Meeting
resolution - - - -20.0 -20.0
Total contributions from and value transfers to
shareholders, recognized directly in equity 6.0 - 0.8 -26.8 -20.0
Closing balance at December 31, 2016 20.0 2.6 0.8 128.1 151.5
Opening balance at January 1, 2017 20.0 2.6 0.8 128.1 151.5
Net income for the year and comprehensive
income 2017 - - - 56.2 56.2
Total comprehensive income - - - 56.2 56.2
Provision to fund for internal development ex-
penses - - 1.2 -1.2 0.0
Provision to fund for internal development ex-
penses - - 0.2 0.2 0.0
Dividend according to Annual General Meeting
resolution - - - -28.5 -28.5
Total contributions from and value
transfers to shareholders, recognized
directly in equity - - 1.0 29.5 -28.5
Closing balance at December 31, 2017 20.0 2.6 1.8 154.8 179.2

PARENT COMPANY
PARENT COMPANY CASH-FLOW STATEMENT
Fiscal year

MSEK Note 2017 2016
Cash flow from operating activities
EBIT 36.5 16.3
Adjustment for non-cash items

Depreciation/amortization 11.12 8.7 8.3

Other 0.2 0.9
Dividends received 21 20.4 16.9
Interest received 8 2.1 1.0
Interest paid 8 2.6 -0.8
Income tax paid 9 -10.4 -13.2
Cash flow from operating activities before change in working capital 54.9 29.4
Change in inventories -18.2 1.8
Change in accounts receivable 13 6.1 -18.2
Change in other current receivables 21.2 7.7
Change in accounts payable 9.4 2.7
Change in other current operating liabilities 15.4 8.2
Total change in working capital -20.7 2.2
Cash flow from operating activities 34.2 31.6
Cash flow from investing activities
Investments in intangible assets 11 7.2 -3.1
Investments in tangible assets 12 -18.2 -6.4
Assets sold 12 0.3 0.2
Acquisition of subsidiaries 10 -30.1 -
Acquisition of other financial assets -28.5 1.4
Cash flow from investing activities -83.7 -7.9
Cash flow from financing activities
Amortization of loans 49.8 -1.6
Group contributions paid/received 22 10.0 10.0
Dividend paid 28.5 -20.0
Cash flow from financing activities 31.3 -11.6
Decrease/increase in cash and cash equivalents
Net cash flow for the year -18.2 12.1
Cash and cash equivalents at beginning of the year 18.2 6.1
Cash and cash equivalents at end of the year - 18.2
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NOTES - PARENT COMPANY

Notes

NOTE 1. GENERAL INFORMATION
Garo Aktiebolag (the “Parent Company”) develops, manufac-
tures and markets electrical installation materials. The single
largest market is Sweden, which represents 79% (82) of the
Parent Company’s volumes. Export sales are primarily conducted
through the company’s own subsidiaries in Norway, Finland,
Poland and Ireland.

The Parent Company is a limited liability company registered
in Sweden with its registered office in Gnosj. The address
of the office is Sédergatan 26, Box 203, SE-335 33 Gnos-
i, Sweden. The GARO share has been listed on Nasdaq
Stockholm since March 16, 2016.

All amounts are stated in millions of Swedish kronor (MSEK]),
unless otherwise stated.

NOTE 2. SUMMARY OF PARENT COMPANY’S
IMPORTANT

ACCOUNTING POLICIES

The most important accounting policies applied in the prepara-
tion of this Annual Report are described below. These policies
were applied consistently for all years presented, unless other-
wise stated.

The Annual Report for Garo Aktiebolag (the “Parent
Company”) was prepared in accordance with RFR 2 Accounting
for Legal Entities and the Swedish Annual Accounts Act. In cases
in which the Parent Company applies different accounting poli-
cies than the Group’s accounting policies as described in Note 2
of the consolidated financial statements, this is specified below.

The Annual Report was prepared following the cost method.

RFR 2 stipulates that the Parent Company is to apply all IFRSs
and statements adopted by the EU to the extent that this is pos-
sible within the framework of the Annual Accounts Act with con-
sideration to the relationship between accounting and taxation.
Preparing financial statements in accordance with RFR 2 requires
the use of a number of important estimates for accounting
purposes. Management is also required to make certain assess-
ments when applying the Parent Company’s accounting policies
The areas involving a high degree of assessment, that are com-
plex or are such areas in which assumptions and estimates are
of significant importance to the Annual Report are described in
Note 4 of the consolidated financial statements.

Through its operations, the Parent Company is exposed to a
variety of different financial risks: market risk (including currency
risk, interest-rate risk), credit risk and liquidity risk. The Parent
Company'’s overall risk management policy focuses on the
unpredictability of the financial markets and seeks to minimize
potential unfavorable effects on the Group's financial earnings.
For more information about financial risks, see Note 3 in the
consolidated financial statements.

The Parent Company applies different accounting policies
than the Group in the cases described below.

PRESENTATION FORMATS

Income statements and balance sheets follow the presentation
format of the Annual Accounts Act. The statement of changes in
equity follows the Group's presentation format but is to contain
the components stipulated in the Annual Accounts Act. There are
also differences in the names of items compared with the consol-
idated financial statements, primarily regarding financial income
and expenses and equity.

PARTICIPATIONS IN SUBSIDIARIES

Participations in subsidiaries are recognized at cost less any
impairment. Cost includes acquisition-related expenses. The
recoverable amount is calculated when there is an indication
that participations in subsidiaries have declined in value. If this
amount is lower than the carrying amount, impairment is recog-
nized. Impairment is recognized in the item “Profit from partici-
pations in Group companies.”

FINANCIAL INSTRUMENTS
IAS 39 is not applied by the Parent Company and financial
instruments are measured at cost (except for derivatives instru-
ments, see below). Financial assets acquired with the intention
of a shortterm holding are recognized in subsequent periods in
accordance with the lower of cost or market value principle.
The Parent Company assesses every balance-sheet date
whether there are any indications of impairment in any of the
financial assets. Impairment is recognized if the decline in val-
ve if deemed to be permanent. Impairment of interest-bearing
financial assets recognized at amortized cost is calculated as the
difference between the asset’s carrying amount and the present
value of management’s best estimate of future cash flows dis-
counted using the asset’s original effective interest rate. The im-
pairment amount for other financial assets is determined as the
difference between the carrying amount and the highest of fair
value less selling expenses and the present value of future cash
flows (based on management's best estimate).

DERIVATIVE INSTRUMENTS

Derivative instruments are recognized in the balance sheet on
the contract date and measured at fair value, both initially and
when subsequently remeasured. Derivative instruments are not
used for hedge accounting. Changes in fair value are subse-
quently immediately recognized in profit or loss. Outstanding
forward contracts amounted to MEUR 3.6 (1.6) on the bal-
ance-sheet date.

APPROPRIATIONS AND UNTAXED RESERVES

Excess depreciation, tax allocation reserves and Group contribu-
tions are recognized as appropriations. Outstanding reserves for
excess deprecation and tax allocation reserves are recognized
as untaxed reserves.

NOTES - PARENT COMPANY

NOT 3. ALLOCATION OF NET SALES

NOTE 4. OTHER OPERATING INCOME

2017 2016 2017 2016
Nordic region 392.9 337.4 Rental income 2.6 2.0
Europe excl. Nordic region 36.0 19.9 Capitalized own work 1.2 0.8
Total 428.9 357.3 Lease of personnel and administra-
tive service 3.7 3.5
Other 0.7 0.9
Total 8.2 7.2
NOTE 5. REMUNERATION OF EMPLOYEES, ETC.
2017 2016

Salaries and other
remuneration

Salaries and other remuneration
(of which, bonus payments)

Social security expenses Salaries and other remunera-
(of which, pension costs)  tion (of which, bonus payments)

Social security expenses
(of which, pension costs)

Board members, CEOs and other

senior executives 8.9 (1.1) 5.3(2.1) 8.3 (1.7) 4.5(1.6)
Other employees 46.1 (0.5) 21.5 (4.1) 39.5(0.7) 17.9 (3.3)
Total 55.0 (1.6) 26.8 (6.2) 47.8 (2.4) 22.4 (4.9)
AVERAGE NUMBER OF EMPLOYEES, SPECIFIED BY COUNTRY
2017 2016

Average no. of employees Of whom, men Average no. of employees Of whom, men
Sweden 122 74 119 69
Total 122 74 119 69

GENDER DISTRIBUTION OF BOARD MEMBERS AND OTHER SENIOR EXECUTIVES

2017 2016
No. on balance-sheet date Of whom, men  No. on balance-sheet date Of whom, men
Board members 6 5 5 4
CEO and other senior executives 4 4 4 4
Total 10 9 9 8
Remuneration of senior executives: Information is provided in Note 7 of the consolidated financial statements.
NOTE 6. REMUNERATION OF AUDITORS
2017 2016
PwC until May 4, 2017 / Ernst & Young from May 4, 2017
- Audit assignment 0.5 0.5
- Auditing activities in addition to audit assignment 0.2 0.6
- Tax advice - 0.1
— Other services 0.2 -
Total 0.9 1.2
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NOTES - PARENT COMPANY

NOTE 7. OPERATING LEASES

The Parent Company leases machinery, cars and warehouse
premises under non-cancelable operating leases. The lease terms
vary between three and five years. Most leases can be extended
at the end of the lease term for a market-based fee.

NOTE 8. NET INTEREST INCOME AND SIMILAR
ITEMS AND INTEREST EXPENSES

AND SIMILAR ITEMS

NOTES - PARENT COMPANY

NOTE 10. HOLDINGS AND INVESTMENTS IN SUBSIDIARIES

Dec 31, 2017

Dec 31, 2016

Opening cost

12.8 12.8
Acquisitions 30.1 -
Divestments (liquidation) 0.2 -
Closing accumulated cost 42.7 12.8
Closing carrying amount 42.7 12.8
Name Corp. Reg. Registered office Number Share of com- Share of com- Carrying Carrying
No. and country of of mon shares mon shares amount amount
registration and shares directly owned owned by Dec 31,2017 Dec 31, 2016

operation by Parent  non-controlling

Company (%) interest (%)
GARO Electric Irl. Ltd 67083 Dublin, Ireland 10,000 100 0 4.7 4.7
GARO Elflex AB 556717-1003 Gnosjs, Sweden 950 95 5 0.1 0.1
GARO Montage AB 556658-9544 Gnosjs, Sweden 1,000 100 0 1.8 1.8
GARO AS 935722713 Drammen, Norway 800 100 0 0.7 0.7
Web-El Férsalining AB 556658-1079 Luled, Sweden 1,000 100 0 30.1 -
GARO Polska SP ZOO 8513133236 Szczecin, Poland 200 100 0 5.2 5.2
UL Intressenter AB in liquidation ~ 556489-8012 Gnosjs, Sweden 100,000 100 0 - 0.2
GARO Finland OY 2191528-5 Espoo, Finland 91 o1 9 0.1 0.1
Total 42.7 12.8

2017 2016
Future total minimum lease payments for non-cancelable operat- Interest income on bank balances - 0.1
ing leases amount to the fo||owing: Interest income on receivables from Group companies 0.6 0.3
Exchange-rate gains - 0.3
Remeasurement of derivative instruments 1.5 0.3
2017 2016 Total net interest income and similar items 2.1 1.0
Within 1 year 1.5 2.0
Between 1 and 5 years 1.2 1.1 Interest expenses on liabilities to credit institutions -0.3 -0.2
More than 5 years _ _ Interest expenses on liabilities to shareholders - -
Total 2.7 3.1 Exchange-rate losses 2.3 0.3
Remeasurement of derivative instruments - -
Other financial expenses - -0.3
Leasing costs of MSEK 2.5 (2.3) are included in profit or loss. £
Total interest expenses and similar items 2.6 0.8
Total net financial items -0.5 0.2
NOTE 9. TAX ON NET INCOME FOR THE YEAR
2017 2016
Recognized tax in profit or loss
Current tax
Current tax on net income for the year -10.1 7.4
Adjustments pertaining to prior years - 0.1
Total current tax -10.1 -7.3
Deferred tax (Note 16)
Occurrence and reversal of temporary differences 1.6 0.3
Total deferred tax 1.6 0.3
Total recognized tax -8.5 -7.0

Income tax on profit before tax differs from the theoretical amount that would have arisen from the use of the tax rate for the Swedish Parent Company,

as follows:

2017 2016
Recognized before tax
Income tax calculated according to tax rate in Sweden (22%) -14.2 -10.5
Tax effects of:
Non-taxable dividends 4.5 3.7
Non-deductible expenses 0.5 0.6
Temporary differences 1.7 0.3
Tax attributable fo prior years' recognized earnings - 0.1
Tax effect of standard interest on tax allocation reserve - -
Total recognized tax -8.5 -7.0
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NOTE 11. INTANGIBLE ASSETS

NOTE 12. TANGIBLE ASSETS

Capitalized development  Development projects Goodwill Total
expenditure in progress

At January 1, 2016
Cost 23.0 0.6 1.9 25.5
Accumulated amortization -16.2 - -1.9 -18.1
Carrying amount 6.8 0.6 - 7.4
2016 fiscal year
Opening carrying amount 6.8 0.6 - 7.4
Purchases/capitalized expenses - 3.1 - 3.1
Reclassifications 1.6 -1.8 - -0.2
Divestments and disposals = = - -
Impairment - - - -
Amortization 2.9 - - -2.9
Closing carrying amount 5.5 1.9 - 7.4
At December 31, 2016
Cost 24.6 1.9 1.9 28.4
Accumulated amortization -19.1 - 1.9 -21.0
Carrying amount 5.5 1.9 - 7.4
2017 fiscal year
Opening carrying amount 58 1.9 - 7.4
Purchases/capitalized expenses - 7.2 - 7.2
Reclassifications 3.7 7.0 - -3.3
Divestments and disposals - - - -
Impairment - - - -
Amortization 2.0 - - -2.0
Closing carrying amount 7.2 2.1 - 9.3
At December 31, 2017
Cost 28.3 2.1 1.9 32.3
Accumulated amortization 21.1 - 1.9 -23.0
Carrying amount 7.2 2.1 - 9.3

Lands and Plant and machinery Equipment, tools, Construction in Total
buildings fixtures and fittings progress
and advance
payments for
tangible assets
At January 1, 2016
Cost 56.3 31.2 58.9 0.6 147.0
Accumulated depreciation -35.5 -28.2 -48.4 - -112.1
Carrying amount 20.8 3.0 11.9 0.6 34.9
2016 fiscal year
Opening carrying amount 20.8 3.0 10.5 0.6 34.9
Purchases 0.8 - 1.2 4.4 6.4
Reclassifications - - 3.7 3.5 0.2
Divestments and disposals - - 0.3 - -0.3
Depreciation 1.7 0.5 3.2 - -5.4
Closing carrying amount 19.9 2.5 11.9 1.5 35.8
At December 31, 2016
Cost 57.0 31.2 62.4 1.5 152.1
Accumulated depreciation -37.1 -28.7 -50.5 - -116.3
Carrying amount 19.9 2.5 11.9 1.5 35.8
2017 fiscal year
Opening carrying amount 19.9 2.5 11.9 1.5 35.8
Purchases - - - 18.2 18.2
Reclassifications 10.1 - 12.1 -18.9 3.3
Divestments and disposals - - 0.3 - -0.3
Depreciation 2.1 0.4 4.2 - -6.7
Closing carrying amount 27.9 2.1 19.5 0.8 50.3
At December 31, 2017
Cost 67.1 31.2 73.8 0.8 172.9
Accumulated depreciation -39.2 29.1 -54.3 - -122.6
Carrying amount 27.9 2.1 19.5 0.8 50.3

NOTE 13. ACCOUNTS RECEIVABLE AND

OTHER RECEIVABLES

The carrying amounts, per currency, for Parent Company’s

accounts receivable are as follows:

ing amount since the discount effect is not material.

The fair value of accounts receivable corresponds to their carry-

At December 31, 2017, satisfactory accounts receivable

amounted to MSEK 84.4 (78.3).

At December 31, 2017, accounts receivable of MSEK 17.5

Dec 31, 2017

Dec 31, 2016

(13.8) had fallen due for payment but no impairment require-
ment was deemed to exist. The past due receivables pertain to a

Accounts receivable 84.4 78.3 number of customers who have not shown any payment difficul-
Less: provision for doubtful ties to date.

receivables - -

Accounts receivable - net 84.4 78.3

NOTES - PARENT COMPANY
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NOTES - PARENT COMPANY

NOTE 14. CASH AND CASH EQUIVALENTS

Dec 31, 2017 Dec 31, 2016

Bank balances - 18.2

Total - 18.2

NOTE 15. SHARE CAPITAL AND OTHER
CONTRIBUTED CAPITAL

Share capital at December 31, 2017 comprised 10,000,000
shares with a quotient value of SEK 2 per share. Each share
carries one vote per share. All shares that have been issued by
the Parent Company are fully paid.

NOTE 16. DEFERRED TAX ASSETS AND LIABILITIES

Deferred tax assets and liabilities are distributed as follows:

Dec 31, 2017 Dec 31, 2016

Deferred tax assets

— deferred tax assets to be utilized
after more than 12 months - =

— deferred tax assets to be utilized
within 12 months - -

Deferred tax liabilities - -

— deferred tax liabilities to be utilized
affer more than 12 months 1.8 3.4

— deferred tax liabilities to be utilized
within 12 months - _

Deferred tax liabilities (net) 1.8 3.4

NOTE 17. BORROWINGS

LIABILITIES TO CREDIT INSTITUTIONS

The Parent Company’s borrowings are in SEK and EUR. The
Parent Company’s borrowings comprise loans from SEB.

These bank loans fall due for payment in 2027 and bear
average interest of 1.1% per year (1.2%). The Parent Company

does not have any specific loan conditions (covenants) with

external borrowers.

OVERDRAFT FACILITIES

The Parent Company has granted overdraft facilities of

MSEK 82.5 that are renegotiated every year.

NOTE 18. ACCRUED EXPENSES AND
DEFERRED INCOME

Dec 31, 2017

Dec 31, 2016

Accrued payroll costs 10.5 10.9
Accrued social security contributions 3.9 3.7
Bonuses to customers 10.1 11.4
Other items 7.9 6.4
Total 32.4 32.4

NOTE 19. PLEDGED ASSETS

Dec 31, 2017

Dec 31, 2016

Property mortgages 35.2 16.0
Chattel mortgages 66.0 41.0
Total 101.2 57.0

Assets pledged for liabilities to credit institutions

NOTE 20. CONTINGENT LIABILITIES

Dec 31, 2017 Dec 31, 2016

Dec 31, 2017

Dec 31, 2016

Other contingent liabilities for the
benefit of subsidiaries 4.5

17.6

Total 4.5

17.6

Long-term
Liabilities to credit institutions 23.5 7.8
Total long-term borrowings 23.5 7.8
Short-term
Liabilities to credit institutions 35.9 1.8
Total short-term borrowings 35.9 1.8

Total borrowings
Parent Company 59.4 9.6

NOTE 21. PROFIT FROM PARTICIPATIONS IN

GROUP COMPANIES

2017 2016
Dividends 20.4 16.9
Impairment - -
Total 20.4 16.9

NOTE 22. APPROPRIATIONS

2017 2016
Difference between recognized depreciation/amortiza-
tion and depreciation/amortization according to plan -1.7 0.4
Change in tax allocation reserve - 4.8
Group contributions received 10.0 10.0
Total 8.3 14.4

NOTE 23. UNTAXED RESERVES

Dec 31, 2017

Dec 31, 2016

Accumulated difference between
recognized depreciation/amortiza-
tion and depreciation/amortization

according to plan 6.4 4.7
Tax allocation reserve 1.5 1.5
Total 7.9 6.2

NOTE 24. RELATED PARTIES

The following transactions took place with related parties:

PURCHASES AND SALES TO SUBSIDIARIES

32% (28) of the Parent Company’s sales were sales to Group
companies, and 25% (21) of the Parent Company’s purchases

were purchases from Group companies.

Sales to subsidiaries comprise goods. Purchases from subsid-
iaries comprise goods. Services are sold to subsidiaries on the
basis of normal commercial terms and conditions.

2017 2016
Purchase of services
Consulting services from Board member
(Ekonomerna Family Office) 0.7 0.7
Operations and services purchased from
parties related to the CEO 1.7 1.8
Electrical installation services purchased from
parties related to the CEO 1.3 0.7
Total 3.7 3.2

The services described above were purchased on normal commercial

terms and conditions.

NOTES - PARENT COMPANY

NOTE 25. EVENTS AFTER THE END OF THE
FISCAL YEAR

The Remuneration Committee will propose changes to the guide-
lines for remuneration of senior executives to the 2018 Annual
General Meeting.

NOTE 26. PROPOSED APPROPRIATION
OF PROFIT
The Group's retained earnings in accordance with the consoli-

dated balance sheet amounted to MSEK 230.6 (174.5).

The following profit is at the disposal of the Annual General
Meeting: (SEK)

Opening retained earnings 99,579,593
Provisions to fund for own

982,300

work, development expenditure
Net income for the year

56,186,519
Total 154,783,812

The Board of Directors proposes that profit be appropriated as
follows:

— to be distributed to shareholders at SEK 4 per share
40,000,000

— to be carried forward 114,783,812
Total 154,783,812

THE BOARD’S STATEMENT ON THE PROPOSED
DIVIDENDS
The Board believes that the proposed dividend will not prevent
the company from fulfilling its obligations in the short or long
term, nor from making necessary investments. The proposed
dividend can thus be justified with respect to the provisions
of Chapter 17, Section 3, paragraphs two and three of the
Swedish Companies Act.

The company’s equity ratio is satisfactory since the operations
continue to be conducted profitably. It is deemed that the compa-
ny's liquidity can also be maintained at a satisfactory level.
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Signing of the
Annual Report

The consolidated income statement and balance sheet will be
presented to the Annual General Meeting for approval on May
2,2018.

The Board and CEO assure that the consolidated financial state-
ments have been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted by the EU and
provide a true and fair view of the Group’s financial position
and earnings. The Annual Report was prepared in accordance
with generally accepted accounting policies and provides a true

ANDERS PALSSON
Board Chairman

RICKARD BLOMQVIST
Board member

STEFAN JONSSON
Board member

CARL-JOHAN DALIN
CEO

and fair view of the Parent Company’s financial position and
earnings.

The Board of Directors’ Report for the Group and the Parent
Company provides a fair review of the Group’s and the Parent
Company's operations, financial position and earnings and
describes the material risks and uncertainty factors faced by the
Parent Company and the companies included in the Group.

Gnosjd, March 26, 2018

SOFIA AXELSSON
Board member

PER HOLMSTEDT
Board member

LARS SVENSSON
Board member

Our audit report was submitted on March 26, 2018.
Ernst & Young AB

JOAKIM FALCK
Authorized Public Accountant
Auditor in Charge

Auditor’s report

To the general meeting of the shareholders of Garo
AB (publ), corporate identity number 556051-7772

REPORT ON THE ANNUAL ACCOUNTS AND
CONSOLIDATED ACCOUNTS

OPINIONS

We have audited the annual accounts and consolidated accounts
of Garo AB (publ) for the year 2017. The annual accounts and
consolidated accounts of the company are included on pages
36-79 in this document.

In our opinion, the annual accounts have been prepared in
accordance with the Annual Accounts Act and present fairly, in
all material respects, the financial position of the parent compa-
ny as of 31 December 2017 and its financial performance and
cash flow for the year then ended in accordance with the Annual
Accounts Act. The consolidated accounts have been prepared in
accordance with the Annual Accounts Act and present fairly, in
all material respects, the financial position of the group as of 31
December 2017 and their financial performance and cash flow
for the year then ended in accordance with International Finan-
cial Reporting Standards (IFRS), as adopted by the EU, and the
Annual Accounts Act. The statutory administration report is consis-
tent with the other parts of the annual accounts and consolidated
accounts.

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

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

BASIS FOR OPINIONS

We conducted our audit in accordance with International
Standards on Auditing (ISA) and generally accepted auditing
standards in Sweden. Our responsibilities under those standards
are further described in the Auditor’s Responsibilities section. We
are independent of the parent company and the group in accor-
dance with professional ethics for accountants in Sweden and
have otherwise fulfilled our ethical responsibilities in accordance
with these requirements. This includes that, based on the best

of our knowledge and belief, no prohibited services referred to
in the Audit Regulation (537/2014) Article 5.1 have been pro-
vided to the audited company or, where applicable, its parent

AUDITOR’S REPORT

company or its controlled companies within the EU.
We believe that the audit evidence we have obtained is suffi-
cient and appropriate to provide a basis for our opinions.

KEY AUDIT MATTERS
Key audit matters of the audit are those matters that, in our
professional judgment, were of most significance in our audit of
the annual accounts and consolidated accounts of the current
period. These matters were addressed in the context of our audit
of, and in forming our opinion thereon, the annual accounts
and consolidated accounts as a whole, but we do not provide a
separate opinion on these matters. For each matter below, our
description of how our audit addressed the matter is provided in
that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the financial statements section
of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to
respond to our assessment of the risks of material misstatement
of the financial statements. The results of our audit procedures,
including the procedures performed to address the matters
below, provide the basis for our audit opinion on the accompoa-
nying financial statements.

How our audit addressed
this key audit matter

Key audit matters

Obsolescence in inventories

In our audit, we have reviewed
the assessment of obsolescence of
all units, i.a. through follow-up of
compliance with the information

It appears from the group's reporting of
the financial standing as at 2017-12-31
that the reported value of the inventory
amounts to SEK 142.8 million. In the
industries in which the group operates, about inventory movements from the
the product development rate and inno- statement of the inventory. We have
vation driving force are high. This means  also checked whether the use of the
that business management and board of  obsolescence model is consistent in
directors must evaluate and assess on an  the years and assessed assumptions
ongoing basis how the company’s pro- made in the obsolescence model.
ducts should be priced as regards demand
on the market. The assumptions are made at diffe-
rent levels of the group and cover
The innovation driving force in combi- both decision-makers in separate
nation with the size of the inventory and ~ companies and the group manage-
the fact that the management and the ment team. In addition, our audit
board of directors make assessments of has included presence at inventory
the obsolescence of the inventory, means  counting, review of the manage-
that obsolescence is assessed as being a  ment protocol and discussions with
specifically significant field of our audit. the company management on the
Notes 2.12, 3.1 a (i) and (iii) and 4 development of new products. We
describe, among other things, the evalu-  have reviewed obtained information
ation and risks associated with inventories. in the financial statements.
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OTHER INFORMATION THAN THE ANNUAL ACCOUNTS AND
CONSOLIDATED ACCOUNTS

This document also contains other information than the annual
accounts and consolidated accounts and is found on pages
[A-B]. The Board of Directors and the Managing Director are
responsible for this other information.

Our opinion on the annual accounts and consolidated
accounts does not cover this other information and we do not
express any form of assurance conclusion regarding this other
information.

In connection with our audit of the annual accounts and
consolidated accounts, our responsibility is to read the informa-
tion identified above and consider whether the information is
materially inconsistent with the annual accounts and consolido-
ted accounts. In this procedure we also take into account our
knowledge otherwise obtained in the audit and assess whether
the information otherwise appears to be materially misstated.

If we, based on the work performed concerning this infor-
mation, conclude that there is a material misstatement of this
other information, we are required to report that fact. We have
nothing to report in this regard.

RESPONSIBILITIES OF THE BOARD OF DIRECTORS AND THE
MANAGING DIRECTOR

The Board of Directors and the Managing Director are
responsible for the preparation of the annual accounts and
consolidated accounts and that they give a fair presentation in
accordance with the Annual Accounts Act and, concerning the
consolidated accounts, in accordance with IFRS as adopted by
the EU. The Board of Directors and the Managing Director are
also responsible for such internal control as they determine is
necessary fo enable the preparation of annual accounts and
consolidated accounts that are free from material misstatement,
whether due to fraud or error.

In preparing the annual accounts and consolidated accounts,
The Board of Directors and the Managing Director are respon-
sible for the assessment of the company’s and the group'’s ability
to continue as a going concern. They disclose, as applicable,
matters related to going concern and using the going concern
basis of accounting. The going concern basis of accounting is
however not applied if the Board of Directors and the Managing
Director intends to liquidate the company, to cease operations,
or has no redlistic alternative but to do so.

The Audit Committee shall, without prejudice to the Board
of Director’s responsibilities and tasks in general, among other
things oversee the company’s financial reporting process.

AUDITOR’S RESPONSIBILITY

Our objectives are to obtain reasonable assurance about
whether the annual accounts and consolidated accounts as a
whole are free from material misstatement, whether due to fraud
or error, and fo issue an auditor’s report that includes our opi-
nions. Reasonable assurance is a high level of assurance, but

is not a guarantee that an audit conducted in accordance with
ISAs and generally accepted auditing standards in Sweden will
always defect a material misstatement when it exists. Misstate-

ments can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on
the basis of these annual accounts and consolidated accounts.

As part of an audit in accordance with ISAs, we exercise pro-
fessional judgment and maintain professional skepticism throug-
hout the audit. We also:

* Identify and assess the risks of material misstatement of the
annual accounts and consolidated accounts, whether due to
fraud or error, design and perform audit procedures respon-
sive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinions. The risk
of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, infentional omissions, misrepresentations, or
the override of internal control.

* Obtain an understanding of the company’s internal control
relevant to our audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the company’s
internal control.

* Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the Board of Directors and the Managing
Director.

¢ Conclude on the appropriateness of the Board of Directors’
and the Managing Director’s use of the going concern
basis of accounting in preparing the annual accounts and
consolidated accounts. We also draw a conclusion, based
on the audit evidence obtained, as to whether any material
uncertainty exists related to events or conditions that may cast
significant doubt on the company’s and the group’s ability to
continue as a going concern. If we conclude that a material
uncertainty exists, we are required fo draw attention in our
auditor’s report to the related disclosures in the annual ac-
counts and consolidated accounts or, if such disclosures are
inadequate, to modify our opinion about the annual accounts
and consolidated accounts. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause a company
and a group to cease fo continue as a going concern.

* Evaluate the overall presentation, structure and content of the
annual accounts and consolidated accounts, including the
disclosures, and whether the annual accounts and consolida-
ted accounts represent the underlying transactions and events
in a manner that achieves fair presentation.

* Obtain sufficient and appropriate audit evidence regarding
the financial information of the entities or business activities
within the group to express an opinion on the consolidated
accounts. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our opinions.

We must inform the Board of Directors of, among other matters,
the planned scope and timing of the audit. We must also inform
of significant audit findings during our audit, including any signi-
ficant deficiencies in internal control that we identified.

We must also provide the Board of Directors with a statement
that we have complied with relevant ethical requirements regar-
ding independence, and to communicate with them all relations-
hips and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors,
we defermine those matters that were of most significance in
the audit of the annual accounts and consolidated accounts,
including the most important assessed risks for material misstate-
ment, and are therefore the key audit matters. We describe these
matters in the auditor’s report unless law or regulation precludes
disclosure about the matter.

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

OPINIONS

In addition to our audit of the annual accounts and consolidated
accounts, we have also audited the administration of the Board
of Directors and the Managing Director of Garo AB (publ) for
the year 2017 and the proposed appropriations of the compa-
ny's profit or loss.

We recommend to the general meeting of shareholders that
the profit be appropriated in accordance with the proposal in
the statutory administration report and that the members of the
Board of Directors and the Managing Director be discharged
from liability for the financial year.

BASIS FOR OPINIONS
We conducted the audit in accordance with generally accepted
auditing 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 responsibilities
in accordance with these requirements.

We believe that the audit evidence we have obtained is suffi-
cient and appropriate to provide a basis for our opinions.

RESPONSIBILITIES OF THE BOARD OF DIRECTORS AND THE
MANAGING DIRECTOR

The Board of Directors is responsible for the proposal for app-
ropriations of the company’s profit or loss. At the proposal of a
dividend, this includes an assessment of whether the dividend
is justifiable considering the requirements which the company’s
and the group’s type of operations, size and risks place on the
size of the parent company’s and the group’s equity, consolida-
tion requirements, liquidity and position in general.

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

AUDITOR’S RESPONSIBILITY

Our objective concerning the audit of the administration, and
thereby our opinion about discharge from liability, is to obtain
audit evidence to assess with a reasonable degree of assurance
whether any member of the Board of Directors or the Managing
Director in any material respect:

* has undertaken any action or been guilty of any omission
which can give rise to liability to the company, or

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

Our obijective concerning the audit of the proposed appropri-
ations of the company’s profit or loss, and thereby our opinion
about this, is to assess with reasonable degree of assurance
whether the proposal is in accordance with the Companies Act.
Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with generally
accepted auditing standards in Sweden will always detect actions
or omissions that can give rise fo liability to the company, or that
the proposed appropriations of the company’s profit or loss are
not in accordance with the Companies Act.

As part of an audit in accordance with generally accepted
auditing standards in Sweden, we exercise professional judgment
and maintain professional skepticism throughout the audit. The ex-
amination of the administration and the proposed appropriations
of the company’s profit or loss is based primarily on the audit of
the accounts. Additional audit procedures performed are based
on our professional judgment with starting point in risk and mate-
riality. This means that we focus the examination on such actions,
areas and relationships that are material for the operations and
where deviations and violations would have particular importan-
ce for the company’s situation. We examine and test decisions
undertaken, support for decisions, actions taken and other circum-
stances that are relevant to our opinion concerning discharge
from liability. As a basis for our opinion on the Board of Directors’
proposed appropriations of the company’s profit or loss we exa-
mined the Board of Directors’ reasoned statement and a selection
of supporting evidence in order to be able to assess whether the
proposal is in accordance with the Companies Act.

Ernst & Young AB was appointed auditor of Garo AB (publ) by
the general meeting of the shareholders on the 4 May 2017 and
has been the company’s auditor since the 4 May 2017.

Jénképing 2018-03-26
Ernst & Young AB

JOAKIM FALCK
Authorized Public Accountant
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CORPORATE GOVERNANCE REPORT

Corporate gover-
nance report

GARO AB (publ) is a Swedish public limited

liability company with its registered office in Gnosjé
Municipality, Jénk&ping County, Sweden. The GARO
share was listed on Nasdagq Stockholm on March

16, 2016. GARO applies the Swedish Corporate
Governance Code (“the Code”) and provides the
Corporate Governance Report for the 2017 fiscal year
here. The Corporate Governance Report has been
audited by the company’s auditors.

Guidelines on the Code are available on the website for the
Swedish Corporate Governance Board (www.corporategover-
nanceboard.se). The Code is based on the principle of “comply or
explain”, which means that companies that apply the Code can
deviate from individual rules, but then provide an explanation for
the deviation. GARO has not made any such deviations in 2017.

SHAREHOLDERS AND GENERAL MEETING

The shareholders’ right to decide on GARO's affairs is exercised
at the Annual General Meeting (or if applicable, the Exira-
ordinary General Meeting), which is GARO's highest decision-
making body. The Annual General Meeting (AGM) is held in
Gnosjd, Malmé or Stockholm every calendar year before the
end of June. An Extraordinary General Meeting is held when
necessary.

The General Meeting passes resolutions on a number of mat-
ters, including the adoption of the income statement and balance
sheet, appropriation of GARO's profit or loss, discharge from
liability to the company for the members of the Board and the
CEO, the composition of the Nomination Committee, election
of the Board members (including the Chairman of the Board)
and the auditor, remuneration of Board members and auditors,
guidelines for the remuneration of senior executives and any
changes to the Articles of Association.

The company’s Articles of Association contain no limitations
regarding how many votes each shareholder can exercise at a
General Meeting. The company’s Articles of Association contain
no provisions regarding appointment or dismissal of Board mem-
bers or amendments to the Avrticles.

There were 4,336 shareholders at year-end. The largest single
shareholder is Lars Svensson whose total ownership amounted
to 35.68%. For more information on the ownership structure,
share capital, share price development, etc., please refer to the
section on the GARO share on pages 26-27 and to Note 19 in
this Annual Report.

ANNUAL GENERAL MEETING 2017
At GARO’s Annual General Meeting on May 4, 2017, Anders
Pdlsson (Chairman), Sofia Axelsson, Rickard Blomqvist, Per

The illustration below provides a general description of corporate governance in GARO.

Shareholders

Annual General
Meeting

Nomination

External auditors ;
Committee

Board of Directors

Group Management

Holmstedt, Stefan Jonsson and Lars Svensson were reelected as
Board members. Board fees were decided to be paid in a total
amount of SEK 850,000, of which SEK 350,000 was to the
Chairman and SEK 125,000 to each of the other elected Board
members who are not employed in the Group. No fees for com-
mittee work shall be payable. In accordance with the Board’s
proposal, the Annual General Meeting resolved to approve

a dividend of SEK 2.85 per share corresponding to a fotal of
MSEK 28.5. The AGM also adopted guidelines for the remuner-
ation of senior executives and instructions regarding procedures
for the appointment of the Nomination Committee and its work.

NOMINATION COMMITTEE

GAROQO'’s Annual General Meeting passes resolutions regarding
procedures for the appointment and work of the Nomination
Committee. The Nomination Committee’s task comprises the
preparation and compilation of proposals on the election of
Board members, the Chairman of the Board, the Chairman of
the General Meeting, and auditors, as well as proposals regard-
ing fees to the Board members, members of any Board commit-
tees and the auditor.

The Annual General Meeting on May 4, 2017 resolved that
the Nomination Committee shall be comprised of representatives
of the three largest shareholders in terms of votes as indicated
by the share register kept by Euroclear Sweden on August 31 of
every year, together with the Chairman of the Board, who shall
also convene the first meeting of the Nomination Committee. The
member representing the largest shareholder by votes shall be
appointed the Chairman of the committee. If, before two months
prior to the Annual General Meeting, one or more of the share-
holders that appointed members to the Nomination Committee
are no longer among the three largest shareholders by votes,
members appointed by these shareholders shall relinquish their
seats on the committee and shareholders that have joined the
three largest shareholders by votes shall have the right to ap-
point one representative each. If a member leaves the Nomina-

tion Committee before its work is complete and the Nomination
Committee finds it desirable for a replacement to be appointed,
such a replacement shall be obtained from the same shareholder
or, if this shareholder is no longer among the largest sharehold-
ers by votes, from a shareholder who is next in line in terms of
holdings. The composition of the Nomination Committee prior
to each AGM shall be published no later than six months before
the AGM. No compensation shall be payable to the members
of the Nomination Committee. Any necessary overhead costs
for the Nomination Committee’s work shall be covered by the
company. The Nomination Committee’s mandate period contin-
ues until the following Nomination Committee’s composition has
been published. The Nomination Committee’s independence
according to the “Code” is considered to be fulfilled.

EXTERNAL AUDITORS

The company’s auditor, elected at the Annual General Meeting,
examines GARO's annual report and consolidated financial
statements, the Board’s and CEQ’s administration and the annu-
al reports of subsidiaries, and submits an audit report.

Ernst & Young AB were elected auditors at the 2017 Annual
Genera Meeting, with Joakim Falck as Auditor in Charge. The
auditor from PwC participated in the Board meeting in February
2017 and then reported on the notes from the 2016 audit.

The audit of the Group’s companies is coordinated by Ernst &
Young. All of the Group’s companies, except that in Poland, are
audited by the Ernst & Young network.

BOARD OF DIRECTORS

COMPOSITION AND INDEPENDENCE

According to the Articles of Association, GARO's Board of Direc-

tors shall consist of at least three and at most seven members. At

BOARD OF DIRECTORS
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the Annual General Meeting on May 4, 2017, six Board mem-
bers were elected. No representative of company management
is on the Board. The President and CEO participates in Board
meetings to present reports. Other officers in GARO participate
in the Board’s meetings as presenters in particular matters. The
company's CFO serves as the Board's secretary.

In the Nomination Committee’s reasoned statement ahead of
the 2017 Annual General Meeting, the Nomination Committee
stated that the Board applied rule 4.1 of the Code as its diversity
policy in preparing its proposals on Board members. The aim
of the policy is for the Board to have a composition appropriate
to the company’s operations, phase of development and other
relevant circumstances. The Board members are collectively to
exhibit diversity and breadth of qualifications, experience and
background, and the company is to strive for gender balance
on the Board. The 2017 Annual General Meeting resolved to
appoint Board members in accordance with the Nomination
Comnmittee’s proposals, which resulted in the current Board.

The Nomination Committee established when it prepared its
proposals that the gender balance in the proposed Board was
not satisfactory. However, the Nomination Committee believed
that continuity on the Board was, at the time, of greater impor-
tance and for this reason proposed that all Board members be
reelected. Six Board members were elected at the 2017 Annual
General Meeting, one woman and five men.

In accordance with the Code, a majority of the elected Board
members shall be independent in relation to the company and its
management. To determine if a Board member is independent, a
collective assessment shall be made of all circumstances that can
give cause to question the member’s independence in relation to
GARO or company management, such as if the Board member
was recently employed in GARO or a related company. At least
two of the Board members who are independent in relation to

AGM-elected Board Elected Born Remu- Number of Independent in Independent in No. meet-
neration shares/votes relation to the relation to the ings partici-
shareholders company pated in
Anders Palsson, Chairman 2015 1958 350,000 5,000 Yes Yes 9/9
Sofia Axelsson, member 2015 1973 125,000 6,000 Yes Yes 7/9
Rickard Blomqvist, member 2015 1971 125,000 202,000 No Yes 9/9
Per Holmstedt, member 1999 1950 125,000 4,000 Yes Yes 8/9
Lars Svensson, member 1985 1945 125,000 3,568,345 No No 8/9
Stefan Jonsson, member,
President and CEO until
September 4, 2017 1997 1953 - 585,085 No No 9/9
TOTAL 850,000 4,370,430

NOMINATION COMMITTEE FOR THE 2018 ANNUAL GENERAL MEETING

Nomination Committee member Represents Holdings/votes
Lars Kongstad, Chairman Lars Svensson 35.7%
Ulf Hedlundh Svolder AB 8.5%
Jan Sérlvik Nordea Investment Funds 8.8%

Anders Palsson

Board chairman
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the company and company management shall also be indepen-
dent in relation to the company’s major shareholders. To assess
this independence, the scope of the member’s direct or indirect
relationships to major shareholders shall be taken into account.
In the Code, major shareholders refers to shareholders who
directly or indirectly control 10 percent or more of the shares or
votes in the company.

The Board’s assessment of the Board members’ independence
in relation to the company, its management and major share-
holders is presented in the section “Board, Group Management
and auditor.” All Board members, except Stefan Jonsson and
Lars Svensson, are deemed to be independent in relation to the
company and its management. Three of them are also indepen-
dent in relation to the company’s major shareholders. GARO
thereby meets the Code’s requirements on independence. For
further information concerning the Board members elected at the
company's general meeting, refer to the section concerning the
Board of Directors on pages 92-93 of this Annual Report.

RESPONSIBILITY AND WORK

The work of the Board of Directors is regulated by the Swedish
Companies Act and the Articles of Association. The work of
the Board of Directors is also regulated by the written rules of
procedure that the Board adopts annually. The rules of proce-
dure regulate, among other things, the division of responsibility
between the Board, the Chairman of the Board and the CEO, as
well as the decision procedure in the Board, the Board’s meet-
ing plan and the Board’s work on accounting and audit-related
issues and financial reporting. The Board of Directors has also
established terms of reference for the CEO and adopted other
special policy documents.

The Board of Directors is responsible for the Group’s organi-
zation and management of its affairs, sefting the Group’s overall
objectives, development and follow-up of the overall strategies,
decisions on major acquisitions, divestments and investments,
decisions on capital placement and loans in accordance with the
finance policy, continuous follow-up of operations, establishment
of interim and year-end reports and the continuous evaluation of
the CEO and other members of Group Management. The Board is
also responsible for ensuring the quality of the financial reporting,
including systems for monitoring and internal control of GARO's
financial statements and position. The Board shall also ensure that
GARO'’s external information provisioning is marked by openness
and is correct, relevant and clear. At the Board meetings, the fol-
lowing items are recurring on the agenda: business status, future
prospects and economic and financial reporting.

The Chairman of the Board monitors GARQO's operations
through continuous contacts with the CEO. The Chairman or-
ganizes and leads the Board’s work and is thereby responsible
for other Board members receiving satisfactory information and
decision data. The Chairman is also responsible for the Board
continuously updating and deepening its knowledge of GARO
and otherwise receiving the training required for the Board work
to be able to be conducted effectively. It is also the Chairman
who is responsible for ensuring that the Board annually eval-
uates its work. An evaluation of the Board was performed in
2017 and the Chairman reported the results to the Board and
the Nomination Committee.

In 2017, the Board held five ordinary Board meetings and
three extraordinary Board meetings in addition to the statutory
meeting. The Board meetings have been devoted to financial
follow-up of the business, strategic issues, budget discussions,
investment decisions, adoption of policies and instructions, list-
ing issues and external economic information. Attendance at the
Board meetings is presented in the table above.

The Board meetings are prepared by the CEO and CFO. The
CEO provides the members with written reports and documen-
tation at least five work days before the respective meeting.
Continuously during the year, the Board members received
monthly reports, which shed light on the Group's financial and
operational development. These reports were prepared jointly

the CEO and CFO.

BOARD COMMITTEES

According to the Code and the Swedish Companies Act, the
Board shall establish a remuneration committee and an audit
committee from within its ranks. The Board has decided that the
Board as a whole would fulfill the tasks incumbent on the remu-
neration committee and audit committee. The CEO participates
in the work incumbent on the remuneration committee and audit
committee only as the presenter. The Board of Directors works
according to set instructions for issues that are incumbent on the
audit committee and remuneration committee.

AUDIT COMMITTEE

The Board as a whole, excluding the CEO, performs the duties
incumbent on the audit committee. The main duties of the audit
committee are to monitor GARO's and the Group's financial re-
porting, monitor the effectiveness of its internal controls, internal
audit and risk management, and keep informed on the audit of
the annual report and consolidated financial statements, exam-
ine and monitor the auditor’s impartiality and independence and
thereby pay particular attention to whether or not the auditor
provides the company services other than audit services. The
Board of Directors shall also assist the Nomination Committee
with regard to the election of auditors. The Board has recurring
contact with the company’s auditor with the aim of creating a
continuous exchange of opinions and information between the

Board and the auditor in audit matters. During the year, the com-

mittee held two meetings with the company’s auditor. At these
meetings, all members were present.

REMUNERATION COMMITTEE

The Board as a whole, excluding the CEO, performs the duties
incumbent on the remuneration committee. The remuneration
committee has an advisory and a preparatory function for de-
cision matters before discussion and decision in the company’s
Board. The remuneration committee works according to a formal
work plan that has been adopted by the Board. The main duties
of the remuneration committee are to prepare the Board's deci-
sions in matters that concern remuneration principles, remunera-
tion and other terms of employment for company management,
to monitor and evaluate programs for variable remuneration of
company management and to monitor and evaluate the applica-
tion of the guidelines for remuneration to senior executives that
the AGM approved and applicable remuneration structures and

levels in the company. During the year, the committee held two
meetings. At these meetings, all members were present.

REMUNERATION OF THE BOARD

Remuneration of elected Board members is chosen by the
Annual General Meeting according to a proposal from the
Nomination Committee. The table on page 85 presents the fees

that are payable to the elected Board members for the period
2017-2018.

CEO AND GROUP MANAGEMENT

GARO's President and CEOQ is responsible for leading and
developing operating activities pursuant to the guidelines and
instructions issued by the Board. The scope is comprised of writ-
ten terms of reference for the CEO that are approved annually
by the Board.

The CEO leads the work of Group Management, which is
responsible for overall business development. Besides the CEO,
Group Management consists of GARO’s CFO, Director of
Sales and Marketing, CTO, IR Director and the CEOs of GARO
Norway A/S and GARO Electric Irl Ltd.

Group Management has meetings once a month to follow up
operations, discuss matters affecting the Group and draft pro-
posals for strategic plans and budgets, which the CEO presents
to the Board for decision.

The CEO ensures that the Board receives such factual and
relevant information as is required for the Board to be able to
make well-supported decisions. The CEO monitors that GARO's
targets, policies and strategic plans set by the Board are com-
plied with and is responsible for informing the Board of GARO’s
development between the Board’s meetings.

GUIDELINES FOR REMUNERATION
According to the Swedish Companies Act, the General Meeting
will resolve on guidelines for remuneration of the CEO and other
senior executives. The following guidelines were approved by
the Annual General Meeting on May 4, 2017.

GARO is fo offer remuneration levels and employment con-
ditions that are deemed to be reasonable to recruit and retain
a management team that is highly skilled and with the right ca-
pacity for achieving established targets. The overall principle for
salaries and other remuneration of GARO senior executives is to
be market-based.

Senior executives are to receive a fixed salary. Variable
cash remuneration can be paid in addition to fixed salary as
a reward for clearly defined, target-related performance in the
context of a simple and transparent structure. Variable salary for
the CEO is not to exceed MSEK one (1), including social secu-
rity contributions, per year and does not comprise pensionable
salary. Variable remuneration for other members of senior man-
agement is not to exceed
30 percent of fixed salary.

Share-price-related incentive schemes are resolved on by the
General Meeting and are not encompassed by these guidelines.

Non-monetary benefits for Group Management, such as com-
pany cars, computers, mobile phones, additional health insur-
ance or occupational health services, may be awarded to the
extent that this is deemed market practice for senior executives
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in equivalent positions in the market in which the company oper-
ates. The total value of these benefits may total a small percent-
age of total remuneration.

Senior executives are encompassed by the ITP plan applicable
at any time or a defined-contribution occupational pension plan
that does not exceed 30 percent of pensionable salary. Alterna-
tively, senior executives residing outside Sweden or who are
foreign citizens and receive their main pension from a country
outside Sweden can be offered different pension solutions that
are reasonable in the relevant country.

Salary for notice periods and severance pay for members of
senior management is not fo exceed a total of 24 monthly sala-
ries for the CEO and 12 monthly salaries for other members. The
Board is entitled to deviate from these guidelines if this is justi-
fied by special circumstances in individual cases, provided that
this is subsequently reported and reasoning provided. For further
information regarding salaries and remuneration, see Note 7.

PERIOD OF NOTICE AND SEVERANCE PAY

In the termination of the CEO’s employment contract, there is

a period of notice of six months, regardless of which party
terminates the employment. In the event of the termination of
the employment contract by GARO, the CEO also has a right to
severance pay equivalent to 18 monthly salary. For other senior
executives, there is a period of notice of six to 12 months in the
event of termination of the employment contract by GARO. Upon
resignation by the employee, there is a period of notice of three
to six months. In addition to the CEQO, the senior executives are
not entitled to severance pay.

EXTERNAL AUDIT

The Annual General Meeting elects an external audit for one
year at a time. The auditor examines the annual report and
accounts and the Board’s and CEO’s management, and works
according to an audit plan that is established in consultation
with the Board. In connection with the audit, the auditor reports
his or her observations to Group Management for reconciliation,
and then to the Board. The Board meets the auditor at least once
a year when the auditor reports his or her observations directly
to the Board without GARO's CEO and CFO being present. The
auditor lastly participates in the Annual General Meeting where
he or she briefly presents the audit work and the recommenda-
tion in the audit report.

INTERNAL AUDIT

GARO has well-developed governance and internal control
systems. The Board of Directors follows up on the management's
assessment of the internal controls. In light of the above, the
Board chose not to establish a separate internal audit.

DIVERSITY
With regard to diversity, refer to the company’s Sustainability
Report on pages 29-35 in this Annual Report.

INTERNAL CONTROL

The Board’s and CEO'’s responsibility for internal control is regu-
lated in the Swedish Companies Act. The Board’s responsibility
is also regulated in the Code and the Annual Accounts Act,
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which also contain requirements on annual external information
disclosures regarding how the internal control is organized inso-
far as it pertains to financial reporting.

The aim of the internal control is in part to ensure that GARO's
objectives are achieved in terms of suitable and effective oper-
ations, reliable reporting and compliance to applicable laws
and ordinances. Internal control regarding financial reporting
infends to provide reasonable certainty regarding the reliability
of the external financial reporting and that the external financial
reporting is prepared in accordance with law and applicable
accounting standards.

CONTROL ENVIRONMENT

The Board of Directors bears the overall responsibility for inter-
nal control of the financial reporting. With the aim of creating
and maintaining a functioning control environment, the Board
has established a number of basic documents of significance to
the financial reporting. This particularly concerns the Board's
rules of procedure and terms of reference to the CEO. The Board
ensures that established principles for financial reporting and
internal control are complied with. The responsibility for main-
taining an effective control environment and the daily work with
infernal control regarding the financial reporting is delegated
to the CEO. The CEO regularly reports to the Board based on
established procedures.

The internal control structure is also based on a management
system based on GARO'’s organization with clear financial roles,
areas of responsibility and delegation of powers. Operational
decisions are made at the company or business area level while
decisions on strategy, overall financial issues, acquisitions and
major investments are made by GARO's Board and Group
Management. The steering documents concerning accounting
and financial reporting constitute the most significant parts of the
control environment when it comes to financial reporting. These
documents are continuously updated in the event of changes of
e.g. accounting standards and legislation.

RISK ASSESSMENT

With regard to financial risk assessment, the risk that errors may
be made when reporting the company’s financial position and
results is considered the primary risk. To minimize this risk, con-
trol documents have been established pertaining to accounting,
procedures for annual accounts and follow-up of reported annu-
al accounts. A Group-wide system for reporting annual accounts
has also been introduced.

The Board deals with the outcome of the company’s processes
for risk assessment and risk management, in order to ensure that
these cover all significant areas, and establishes, when appro-
priate, any necessary measures to be implemented. In addition
to assessing the risks in the financial reporting, the Board and
management work continuously to identify and manage signif-
icant risks affecting GARO'’s business from an operational and
financial perspective. Read more about the risks on page 50 in
this Annual Report.

CONTROL ACTIVITIES

The risks that have been identified regarding the financial re-
porting are handled through GARO's control activities, such as
authorization controls in IT systems and approval controls.

The control structure consists of clear roles in the organization
that enables an effective division of responsibilities of specific
control activities that aim to discover or prevent the risk of errors
in the reporting on time. The continuous analysis done of the
financial reporting together with the analysis done at the Group
level is very important to ensure that financial reporting does not
contain any material misstatements. The Group’s controller orga-
nization plays an important role in this internal control process,
which is responsible for ensuring that financial reporting from
each unit is correct, complete and delivered in a timely manner.

INFORMATION AND COMMUNICATION

The Group has information and communication channels that
aim to promote completeness and accuracy in the financial
reporting. Policies, guidelines and internal instructions regard-
ing the financial reporting are available in electronic form over
GARO's intranet. Regular updates and messages regarding
changes of accounting policies, reporting requirements or other
information disclosures are made available and known to the
concerned employees.

FOLLOW-UP, EVALUATION AND REPORTING

The CEO is responsible for the internal control being organized
and followed up according to the guidelines that the Board has
established. The CEO is also responsible for ensuring indepen-
dent objective audits are done with the aim of systematically
evaluating and proposing improvements of the Group’s process-
es for governance, internal control and risk management. Finan-
cial governance and control are carried out by local accounting
functions and the Group accounting function. GARO'’s manage-
ment conducts a monthly earnings follow-up with an analysis

of deviations from budget, forecast and previous years and

all monthly closings are discussed with the management of

the respective operating segments. The Board of Directors is
sent monthly financial statements and the financial reporting is
followed up at every Board meeting. Prior to publication of the
annual report, the Board and management go through the finan-
cial reporting.

Auditor’s report
on the corporate
governance
statement

To the general meeting of the shareholders of
Garo AB (publ), corporate identity number
556051-7772

ENGAGEMENT AND RESPONSIBILITY

It is the Board of Directors who is responsible for the corpora-
te governance statement for the year 2017 on pages 83-87
and that it has been prepared in accordance with the Annual
Accounts Act.

THE SCOPE OF THE AUDIT

Our examination has been conducted in accordance with FAR's
auditing standard RevU 16 The auditor’s examination of the
corporate governance statement. This means that our examina-
tion of the corporate governance statement is different and sub-
stantially less in scope than an audit conducted in accordance
with International Standards on Auditing and generally accepted
auditing standards in Sweden. We believe that the examination
has provided us with sufficient basis for our opinions.

OPINIONS

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

Jénksping, March 26, 2018
Ernst & Young AB

Joakim Falck
Authorized Public Accountant

AUDITOR’S REPORT
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Organization
and sftructure

The GARO Group's Board of Directors comprises a total of six people under
the management of Anders Pélsson, Chairman of the Board. President and
CEO Carl-Johan Dalin leads Group Management (comprising six people),
following the Board'’s guidelines. The operations are divided into two busi-
ness areas: Sweden and Other markets. The Sweden business area compris-
es the Swedish companies, while the Other markets business area comprises
the companies in Norway, Poland, Ireland and Finland. Group Management
comprises the functions according to the organizational chart below:

Board of Directors

President and CEO

Director of Sales
and Marketing

IR Director CEO GARO Norway

CEO GARO Ireland

GARO Sweden GARO Other markets

Business Area Business Area
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Board of Directors

ANDERS PALSSON
CHAIRMAN AND MEMBER OF THE
BOARD SINCE 2015

BORN: 1958

Education and professional experience:
Msc in Business and Economics, Lund
University. Formerly President and CEO
of Hilding Anders Group and Executive
Vice President and Business Area
Manager af E.ON Nordic AB. Adviser
to the investment firm Investcorp. Active
in Trelleborg AB, PLM,/Rexam and
Gambo.

Other on-going assignments: Chairman
of the Board of Lammhults Design
Group AB. Member of the Boards of
NIBE Industrier AB, Trioplast Industrier
AB and Malmé Football Association.
Shareholdings: 5,000

PER HOLMSTEDT
MEMBER SINCE 1998
BORN: 1950

Education and professional experi-
ence: Msc and Bsc in Business and
Economics, Véxjo University and Lund
University. Former President of CA-
Verken AB and Kvarnstrands Industri AB.
Other on-going assignments: Owner
of CANJOC Konsult. Chairman of the
Board of Ahlins i Habo Akfiebolag.
Deputy member of the Board of
Holmstedt Produktion Aktiebolag.
Shqreho|dings: 4,000

RICKARD BLOMQVIST
MEMBER SINCE 2015
BORN: 1971

Education and professional experience:
MSc and BSc in Business and
Economics, Halmstad University. Owner
and President of Ekonomerna Holding
Sverige AB. Former CFO of the Akka-
FRAKT Group, Business Development
Manager at Hilding Anders
International AB, and CFO of Hedson
Technologies International AB (publ).
Other on-going assignments: Board
member and President of Ekonomerna
Holding Sverige AB.

Shareholdings: 202,000 (privately and

via company)

LARS SVENSSON
MEMBER SINCE 1985
BORN: 1945

Education and professional experience:
Former President and CEO of

GARO AB.

Other on-going assignments: —

Shareholdings: 3,568,345

STEFAN JONSSON
MEMBER SINCE 1997
BORN: 1953

Education and professional experience:
Mechanical Engineer. Business
Management, IFL Sigtuna. Former
Division Head at Skandinaviska
Aluminiumprofiler AB and Production
Manager and later Senior Vice Presi-
dent of Pallco AB. Former President and
CEO of GARO AB.

Other on-going assignments: Member
of Boards of Hérle Wire Group AB and
Flaren AB. Deputy member of the Board
of Fiber Fenix economic association.
Member of the Borad of Stefan Jonsson
Invest AB

Shareholdings: 585,085 |via
company)

SOFIA AXELSSON
MEMBER SINCE 2015
BORN: 1973

Education and professional experience:
MS in Public Finance, Accounting and
Business Adminisfration, University

of Gothenburg. Former President of
Diplomatdérrar i Sverige AB. Former
Brand and Marketing at Husqvarna
Group AB.

Other on-going assignments: President
and CEO of Svedbergs. Member of the
Board of Jénképing University.
Shareholdings: 6,000

CARL-JOHAN DALIN
PRESIDENT AND CEO SINCE 2017
BORN: 1977

Education and professional experience:
Msc in Engineer, Materials Engineering
from the Royal Swedish Institute of
Technology, Stockholm Féretagsledning,
SDA Bocconi School of Management,
Milan. Former CEO and Chief Technol-
ogy Officer at Draka Kabel Sverige AB.
Other on-going assignments: —
Shareholdings: -

PATRIK ANDERSSON
DIRECTOR OF SALES AND
MARKETING, EMPLOYED AT GARO
SINCE 2007

BORN: 1978

Education and professional experience:
Electrician program. Former western
and southern regional sales manager
for Eldon Group.

Other on-going assignments:

Member of the Board of EL (Elmateriel
Leverantérerna).

Shureho|dings: 44,429

ORGANIZATION AND STRUCTURE
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LARS KVARNSUND
CFO SINCE 2000
BORN: 1967

Education and professional experience:
Upper-secondary Economist. Former
President of GARO Elflex AB and CFO
at Gnosjé Konstsmide AB.

Other on-going assignments: —
Shareholdings: 44,429

MALIN
RYLANDER-THORDEN
INVESTOR RELATIONS
BORN: 1970

Education and professional experience:
M.Ba. lund School of Economics and
Management. Former journalist at Ny-
hetsbyran Direkt and financial analyst at
Matteus and Nordiska.

Other on-going assignments: Senior
consultant at Vero Kommunikation.

Shareholdings: -

JOE REE

CEO OF GARO ELECTRIC IRL LTD,
IRELAND SINCE 2015 (ACTIVE IN THE
GROUP SINCE 1989)

BORN: 1962

Education and professional experience:
Bachelor of Commerce, University
College, Dublin. Financial Director of
GARO Electric Ifl Lid. Auditor and Audit
Group Supervisor at Erst and Young,
Trainee af Ryan O'Dwyer and Co.
Other on-going assignments: Member
of the Board of ARK Platform. Auditor
and secrefary for Aocibheann’s Pink Tie.

Shareholdings: —

DANIEL EMILSSON

CTO, EMPLOYED AT GARO SINCE 2007

BORN: 1975

Education and professional experience:
Electrical and felecom uppersecondary
program. MS in Engineering Physics,
Entrepreneur Program 40 credits af
University of Gothenburg School of
Business, Economics and Law. Various
senior positions in development and
sales and President of the telecom com-
pany Comhat AB in Odsmél, Sweden.
Other on-going assignments: —
Shoreholdings: 34,643

JAN LARSGAARD

CEO OF GARO A/S, NORWAY
EMPLOYED SINCE 1987
BORN: 1965

Education and professional experience:

Economics marketing, three-year
program Sales officer at GARO A/S.
Other on-going assignments: —
Shareholdings: 37,865
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