ENABLING
MOBILITY



INTRODUCTION

CEO’s comments

The year in brief
Mekonomen as an investment

STRATEGIC VALUE CREATION

Market and trends

Business model

Strategy for a profitable and sustainable business
Goals and goal fulfilment

Sustainability — an integrated part of our business
Risks and risk management

The share and shareholder information

REPORTS

Administration report

Proposed appropriation of profit

Corporate Governance Report

Board of Directors

Group Management Team

Financial statements

Consolidated income statement
Consolidated statement of comprehensive income
Consolidated balance sheet

Consolidated statement of changes in equity
Consolidated cash-flow statement

Income statement for the Parent Company
Statement of comprehensive income for

the Parent Company

Balance sheet for the Parent Company
Statement of changes in shareholders’ equity
for the Parent Company

Cash-flow statement for the Parent Company
Notes

Signatures

Auditor’s report

Five-year summary
Quarterly overview
Sustainability information
Auditor’s statement
GRIindex

Glossary, definitions and alternative
performance measures

w

8
12
14
16
18
26

30

32
38
39
44
45
49
49
49
50
51
52
53

53
54

55
55
56
84
85

88
91
93
97
98

100

Mekonomen Group's formal Annual Report comprises pages 32—-87. Only
the original version of the formal Annual Report has been reviewed by the
company’s auditors. Regarding the sustainability report, the auditors made a
statement that the report had been prepared correctly, see page 97. The
Annual Report is published in Swedish and English. The Swedish version
represents the original version, and has been translated into English. Please

visit our website at www.mekonomen.com.

This is our Communication on Progress
in implementing the principles of the
United Nations Global Compact and
supporting broader UN goals.
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MOBILITY

TODAY, TOMORROW AND IN THE FUTURE

The demand for mobility is timeless and constant over time. We focus on
profitable growth and creating value for our customers as technology
develops and creates new opportunities. This, together with our strong
concepts and well-known brands, makes us well positioned for the future.

VISION

We enable mobility
— today, tomorrow and in the future.

BUSINESS CONCEPT

We are an international corporate Group that
operates and develops business in the automotive
aftermarket. We focus on growth, collaboration,
creating synergies and on driving sustainable and
digital development in our industry. Our business
concept is timeless and is based on enabling mobility
— today, tomorrow and in the future — as technology
develops and vehicles are used in new ways.

We meet the need for services and products
for vehicle workshops and other companies through
our market-leading concepts, distribution networks
and our efficient logistics chain. Our concepts are
also aimed at private and commercial vehicle owners
where we meet the need for the service and
repair of vehicles.




CEO’S COMMENTS

WELL POSITIONED
FOR THE FUTURE AFTER
A CHALLENGING YEAR

I can now sum up an eventful and challenging year for the Mekonomen Group, impacted by

covid-19 and a subsequent weakening of the exchange rate and a data breach within the

MECA/Mekonomen business area. | am proud to say that we have a robust business model

and a strong and competent organization capable of handling crises.

We report a strongly improved profitability, supported
by a wide range of strong measures and structural
initiatives. It is my firm belief that Mekonomen Group,
as an enabler of mobility, is very well positioned for
continued profitable growth.

It has been a special and challenging year for people
and businesses around the world. When the spread
of covid-19 gained momentum at the beginning of the
year, few had any idea of the global consequences.
We acted with great determination to secure our
supply of goods at an early stage. In the next stage,
contingency measures and efficiency enhancements
were quickly initiated in our operations to mitigate
the effects on earnings and cash flow and to maintain
health and safety for our employees and our custom-
ers. The pandemic is not yet over and restrictions are
still partially in force in our markets. How long the
situation will last is still unclear and we anticipate that
negative consequences due to the pandemic will impact
some of our markets for some time to come.

At the end of March, the MECA/Mekonomen busi-
ness area was exposed to a data breach that caused
extensive disruptions to our IT systems and negative
effects on operations. Through our insurance, we
gained immediate access to IT expertise and the
compensation paid out has largely made up for the
loss in sales caused by the breach. The incident has
thereby not caused any major negative financial
impact for the year as a whole.
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Strong measures to reduce costs and

increase profitability

We have worked intensively during the year, with
strong measures to mitigate the negative short-term
effects of the pandemic and the introduction of struc-
tural initiatives to increase our profitability over time.
We quickly initiated short-term efficiency enhance-
ments and cost-saving measures which led to reduc-
tions of personnel and marketing expenses. We have
also adjusted our prices to varying degrees to mitigate
the effects of the exchange rate depreciation in several
of our markets this year. About a third of these short-

“IT HAS BEEN A SPECIAL
AND CHALLENGING
YEAR FOR PEOPLE AND
BUSINESSES WORLDWIDE”



“THE UNDERLYING
DEMAND FOR OUR
PRODUCTS AND
SERVICES IS ROBUST”

term measures are expected to be made permanent
to increase our long-term profitability. To the same
end, we intensified our structural initiatives within
MECA/Mekonomen by closing down a number of
unprofitable branches and workshops.

Previously implemented structural initiatives to real-
ize purchasing synergies following the acquisitions of
FTZ and Inter-Team were completed during the finan-
cial year and are expected to have full effect in 2021.
The integration of the companies in the Group has
been successful in its entirety.

The merger of MECA's and Mekonomen’s central
warehouses, into one warehouse in Strangnds, went
according to plan and reduced our rental costs from
January 2021. Reducement in stock levels had effect
already in Q4 2020. The initiative will give us more effi-
cient and sustainable logistics for the business area and
is expected to reach full efficiency in 2021.

Stable demand and improved profitability

| can confirm that Mekonomen Group is strong despite
uncertain times, and the underlying demand for our
products and services is robust. During the year, we
sharply improved profitability through successful meas-
ures and structural initiatives. Sales amounted to

THE YEAR IN BRIEF

¢ Net sales amounted to SEK 11,511 M (11,842).

Net sales decreased by 3 per cent, of which
the organic growth was negative by 1 per cent.
Adjusted EBIT amounted to SEK 937 M
(874) and adjusted EBIT margin amounted

to 8 per cent (7).

EBIT increased to SEK 738 M (705) and

the EBIT margin amounted to 6 per cent (6).
EBIT was negatively impacted by items
affecting comparability of SEK 44 M

(negative 11).

Earnings per share before and after dilution
increased to SEK 7.64 (7.34).

Cash flow from operating activities amounted
to SEK 1,625 M (1,142).

* Net debt amounted to SEK 2,673 M (3,709).

¢ The Board of Directors proposes no
dividend (0,00).
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CEO’S COMMENTS

“OUR STRATEGY IS BASED
ON FOUR AREAS THAT WILL
CONTRIBUTE TO CREATING
VALUE FOR CUSTOMERS AND
A PROFITABLE SUSTAINABLE
GROWTH FOR THE GROUP”

SEK 11 511 M (11,842) and the adjusted EBIT margin
increased to 8 per cent (7). Adjusted EBIT include
government support due to covid-19 in the form of
reduced employer contributions, sick pay support,
short-time working support and support for person-
nel-related costs totalling SEK 48 M, in the business
areas Inter-Team, MECA/Mekonomen and Serensen og
Balchen. The gross margin increased to 45,1 per cent
(44.8), positively affected by purchasing synergies and

currency-related price increases in most of our markets.

During the year, we took measures to secure oper-
ating cash flow and to reduce our working capital,

NET SALES AND EBIT
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which has resulted in a strong cash flow. We have
benefited from government-subsidized deferred tax
payments and prioritized investments where possible.
During the second quarter, we successfully completed
discussions with our banking group regarding adjust-
ments to our loan terms in order to reflect the possible
negative impact of the pandemic more accurately.
Overall, we have a solid financial position at the end of
the financial year with improved liquidity and reduced
indebtedness.

Strategy for profitable and sustainable growth
Our vision as an enabler of mobility — today, tomorrow
and in the future, forms the basis of our strategy.

We will be the best and most comprehensive partner

for everyone who drives, repairs and maintains vehicles.

Our strategy is based on four strategic areas that

will contribute to creating value for customers and

profitable sustainable growth for the Group. Sustain-

ability is an integral part of everything we do.

+ Within operational excellence, we work to stream-
line and optimize our core business in order to
remain competitive, improve quality and increase
profitability.

* We will continue to develop our workshop concepts
to attract new customer groups, increase workshop
loyalty, create profitable workshops and be a sustain-
able business partner.

+ By digitizing and developing new customer solutions
for car owners, we strengthen our offering through-
out the value chain, while increasing loyalty.

WORKING CAPITAL
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MEKONOMEN AS AN INVESTMENT

DENMARK #1

Net sales 3,369

Number of branches 51
Number of affiliated
workshops 930

Number of employees 1,126

POSITION ON
THE MARKET

NORWAY #1

Net sales 2,801

POSITION ON
Number of br'flﬁches 132 T N
Number of affiliated
workshops 961
Number of employees 941

POLAND #4

Net sales 1,998

POSITION ON
Number of brfir\ches 82 T BT
Number of affiliated
workshops 661
Number of employees 1,396

SWEDEN #1

Net sales 3,225
Number of branches 194 EOSITIONION

THE MARKET
Number of affiliated

workshops 956
Number of employees 1,419

FINLAND

Net sales 91

Number of branches 16
Number of affiliated
workshops 60

Number of employees 30

NET SALES
BY COUNTRY

" B Denmark, 29%
Sweden, 28%
Norway, 24%

M Poland 17%
M Finland 1%
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MARKET-LEADING

SPARE PARTS DISTRIBUTOR
IN NORTHERN EUROPE

Well positioned for profitable growth
Mekonomen Group is a leading spare parts dis-
tributor with well-known concepts and brands in
Northern Europe — number 1 in the market in
Denmark, Norway and Sweden, and number 4
in the Polish market with exports to Germany,
the Czech Republic and the Baltics, among others.

Efficient purchasing and logistics flows
Through optimized purchasing, stock levels and
transports, we create efficient product flows.
Our large purchasing volumes and our broad
portfolio of our own brands provide the oppor-
tunity for competitive and differentiated offers
to our customers. Order management and sales
platforms are mainly digital, and through our
efficient logistics chain, we can offer workshops
and other business customers high availability,

a broad product range and fast deliveries.

Cost synergies and competitive advantages
through size

Our size gives us competitive advantages and
positive synergy effects. In addition to this, we
have the possibility of investing in, and remaining
on the forefront of, the customer offerings,
logistics and support systems of the future. We
have customized workshop concepts and are an

NET SALES,
SEK M

11,511

NUMBER OF AFFILIATED
WORKSHOPS

3,568

attractive collaborative partner for new and
established actors who are seeking effective sales
channels or establishment in our markets.

Strong cash flows and a stable financial
position

We have a fundamentally solid business and a
strong and strategic focus on profitable growth.
Our business model has a low capital require-
ment and generates strong and stable cash flows
through a high percentage of repeat business.
This gives us the conditions for further expan-
sion to new markets and service areas, both
organically and through acquisitions, dividends
to our shareholders and an ever lower debt/
equity ratio.

A sustainable business for the future
Mekonomen Group seeks to drive sustainable
development in our industry. We have taken
an active role in the transformation towards a
smaller fossil-fuel-dependent car fleet through
service, repairs and products for electric and
hybrid electric cars. Our own training academies
ensure relevant expertise and train the next
generation of automotive technicians. We seek
to be the car owner’s first choice regardless of
model and fuel.

OPERATING PROFIT
SEK M

138

NUMBER
OF BRANCHES

475

Mekonomen Group Annual Report 2020 7



STRATEGIC VALUE CREATION

MAJOR OPPORTUNITIES IN THE

STEADILY GROWING
AUTOMOTIVE AFTERMARK

The primary driving forces in the aftermarket for cars and light trucks is the number of cars
on the roads and their mileage. Global trends and new technology contribute to a changed
need among the customers, creating new growth opportunities.

As a rule, the need for maintenance and repair does
not increase until the cars reach an age of five years. At
the same time, new automotive technology and other
global trends are creating new needs and expectations
among the customers, including when it comes to digi-
talization, sustainability and availability. The need for
new solutions and services, regardless of the age of the
cars, provides an opportunity for existing actors to
broaden and integrate their offers or for new actors to
enter the market.

One trend in the European aftermarket is to take
advantage of economies of scale through the acquisition
of other actors. Partly to leverage synergy effects and

partly to have a greater possibility of investing in future
customer offerings. Mekonomen Group’s acquisition
of Serensen og Balchen (2011), MECA (2012) and FTZ
and Inter-Team (2018) are successful examples of this.
Different countries have made varying progress in this
consolidation. The Nordic market is more consolidated
than the Polish market.

For us, It is important to have a strong understanding
of how the market and our customers’ needs change
and how we are affected by it. By making use of these
driving forces, we create long-term and sustainable
growth.

MEKONOMEN GROUP’S POSITION IN THE MAIN MARKETS

[ 1|
HEEE Denmark

In Denmark, Mekonomen Group
conducts business through the FTZ
business area, with a number of
market-leading concepts. Denmark is
to a very high degree a consolidated
market, with FTZ as the largest
actor.

Competing actors: CAC Carl
Christensen, Auto-G and AD
Danmark, as well as brand-dependent
workshops, where the latter consti-
tute a large share of the market.

Il-
HIEEE Norway

In Norway, Mekonomen Group conducts
business through the business areas
MECA/Mekonomen and Sgrensen og
Balchen, with a number of market-
leading concepts. The Norwegian market
is consolidated and consists of a few
major actors. In addition to this, Norway
has the fastest development in the world
in terms of the transition to electric cars.

Competing actors: NDS, Romnes and
KG Knutson, as well as brand-dependent
workshops, where the latter constitute
a large share of the market.
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I Poland

In Poland, Mekonomen Group
conducts business through the
Inter-Team business area, with
well-developed concepts. The Polish
market is fragmented and is charac-
terized by a high price competition.

Competing actors: Inter-Cars, Moto-
Profil, Auto Partner, Gordon and
ELIT (owned by Mekonomen Group’s
largest shareholder, LKQ Corpora-
tion), as well as brand-dependent
workshops, where the latter consti-
tute a large share of the market.

[ 1|
BN sweden

In Sweden, Mekonomen Group
conducts business through the
MECA/Mekonomen business area,
with a number of market-leading
concepts. The Swedish aftermarket
is highly consolidated, with MECA/
Mekonomen as the largest actor.

Competing actors: Autoexperten,
AD Bildelar and BDS, as well as
brand-dependent workshops,
where the latter constitute a large
share of the market.



GLOBAL TRENDS CREATE NEW Digitalization

Digitalization of the customer journey creates integrated solu-

GROWTH OPPORTUNITIES tions, transparency and simplicity for both workshops and car
owners. At the same time, it creates major opportunities for
more efficient logistics through the shortening of value chains
and optimization of logistics flows.

Big Data and analysis

Analysis of data provides better understanding of the needs of
workshops and car owners. By drawing conclusions from data,
we can automate the flows and create tailor-made customer
offerings.

New forms of automotive ownership

Carpools, leasing and other kinds of car ownership are creating
new customer needs and new business opportunities. For
example, solutions for simplifying carpooling or the distribution
of how the vehicles are used and maintained.

Electric and hybrid electric cars

In order to reduce the climate impact from the transport
sector, there is currently a shift from fossil-fueled vehicles
to electric and hybrid cars. New technology demands new
expertise in the workshops and more flexible business models
to create profitability as a result of fewer spare parts.

Autonomous cars

Modern technical equipment, which among other things
helps the drivers to park and navigate, requires new expertise
and calibration equipment in the workshops. An important
new business to compensate for traditional cars with internal
combustion engines in all likelihood decreasing in number in
the future.

Connected cars

Data from connected cars can be used to develop new
solutions that make life easier for drivers. This includes
services that simplify the planning and maintenance of the
cars and, in the longer term, remote maintenance.

T ek | Noy | Pomnd | Sweden |

Population (millions) 58 54 384 10.3
GDP growth (%) 23 23 4.1 12
Number of cars (millions) 2.7 28 234 4.9
Growth in number of cars (%) 22 18 4.0 0.4
Kilometres driven (10 billion) 4.0 36 213 6.8
Cars >3 years (%) 70 83 93 75
Purely electric cars (%) 0.6 9.7 <01 0.6
Market structure High consolidation High consolidation Fragmented High consolidation
Expected long-term growth (%) 1-2 12 4-5 1-2
Mekonomen Group’s B2B share of total sales (%) 100 ~85 100 ~85
Mekonomen Group’s market share (%) 28 25 4 15

Source: Eurostat, OFV, PZPM, Statistics Sweden, Statistics Norway, Statistics Denmark and Statistics Poland, besides market size and market share that is based on the
company’s own calculations and assumptions.
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STRATEGIC VALUE CREATION

CARPOOLING WITH
THE APP EZERIDE

Together with the start-up Ezeride, Mekonomen
Group is developing an app for carpooling based on Al
technology. The service targets companies that want to
help their employees travel more sustainably. Employees
with cars will be able to share their planned driving
routes through the app and make it possible for others
in the network to ride with them. Through the app,
drivers and passengers get a full overview of the
journey’s cost, fuel consumption and impact on

the environment.

The idea of Ezeride aims to contribute to reduced
climate impact, but also solve the traffic problems
that our cities are struggling with. Empty seats in our
cars are unutilized resources that can be much better
utilized. In many cities, a large part of the land is used
for streets and parking. In the countryside, there is
often a lack of adequate public transport.

10 Mekonomen Group Annual Report 2020



MEKONOMEN
GROUP XPENG

A number of new electric car manufacturers are establishing
business in the Nordic region as a result of the great interest
in electric and hybrid electric cars among car owners. The
upstart Xpeng chose Mekonomen Group as its exclusive
wholesale partner for spare parts. In addition, the Group’s
workshops in Norway are undergoing authorization to
become service partners for Xpeng’s cars. This collaboration
is a confirmation of Mekonomen Group’s strong position
and leading role in the transition taking place towards newer
and greener technology in the automotive aftermarket.

Mekonomen Group Annual Report 2020 11



STRATEGIC VALUE CREATION

VALUE-GENERATING BUSINESS

Mekonomen Group’s core business encompasses purchasing, warehousing and sales of
spare parts to workshops and car owners. Distribution takes place through a broad
network of branches and local warehouses. In addition, we are developing and providing

concepts with services and solutions to our network of modern workshops.

MEKONOMEN GROUP

PURCHASING
AND WHOLESALE
OPERATIONS

Through the Group’s size, our
central purchasing function and
our central and regional ware-
houses, we create economies of
scale that allow us to purchase
and stock an affordable and
broad range of spare parts and
accessories. We buy parts from
the same suppliers that supply
car makers with requirements
set in accordance with the car
makers’ specifications in order
to guarantee that the parts
match original part quality.

BRANDS AND CONCEPTS

MEKONOMEN GROUP

DISTRIBUTION,
CENTRAL
WAREHOUSES,
REGIONAL
WAREHOUSES
AND BRANCHES

We distribute products
from our central and
regional warehouses to our
nationwide networks of
branches and local ware-
houses. From here, sales
take place to workshops,
other companies and
consumers.

MEKONOMEN GROUP

WORKSHOP
CONCEPTS

We offer workshop concepts
with services and solutions for
our affiliated workshops in all
of our main markets. In addi-
tion to a broad and available
affordable product range, the
workshops gain access to tech-
nical support, skills develop-
ment, quality and management
systems, recruitment support
and business systems. Through
strong brands, central large
customer agreements and
digital booking flows, the
workshops also gain a steady
flow of car owners to their
workshops.

WORKSHOPS & BRANCHES

AROUND

3,600 AFFILIATED
WORKSHOPS AND
470 BRANCHES

©

Car owners meet us through our

workshop and branch concepts.

It is therefore important that we

develop our concepts with exten-
sive insight into end customers and

ensure the customer experience

the whole way. The customer

group of car owners is comprised
of both private and business oper-
ating car owners, where the latter

group often owns more cars and

has a so-called fleet agreement
with the Group regarding work-
shop services.

P BLVERKSTD
-

Speedy=

)
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MULTIDIMENSIONAL VALUE CREATION

By continuing to develop and strengthen our business,
we create value for customers, employees, business
partners, shareholders and society at large.

Distribution of financial value”

With our business, Mekonomen Group creates finan-
cial value that is distributed out to our stakeholders.
Suppliers get value in the form of payment of goods
and services that we purchase. Our employees get
back value in the form of wages, pensions and other
benefits. The Board has the aim that the equivalent
of at least 50 per cent of Mekonomen Group’s profit
after tax be distributed to the shareholders in the
form of a dividend. Our lenders get financial value

in the form of revenue from interest. We generate
value to society by paying taxes and social security
contributions.

SKILLS DEVELOPMENT
BY WORKSHOPS

In addition to our around 5,500 employees, we
provide occupation to further tens of thousands
of workshop employees under our brands and
concepts. As the technology in the vehicles devel-
ops, we ensure that the workshops have the right
expertise through our training academies. We offer
training in technologies, customer service, handling
of AC systems, electric and hybrid electric cars, gas
vehicles and autonomous vehicles. During the year,
more than 1,000 training days were held for auto-
motive technicians, of which 62 per cent of the
participants belonged to affiliated workshops.

)\
10,927

SEKM

M Suppliers, spare parts
& accessories, 58%

Suppliers, other products
& services, 13%

Employees, 20%

B Lenders, financial
partners, 1%

M Society, 4%

Kept in the operations, 4%

1. Revenue less depreciation,

amortization and impairment,

totalling SEK 10,927 M.

DIGITALIZATION TO MAKE THINGS
EASIER FOR OUR CUSTOMERS

By continuing to create a seamless customer
experience through digitalization and devel-
opment of new services, we create relevant
offers and simplicity, for our workshops,
other business customers and for the car
owners. During the year, demand for book-
ing workshop services through our digital
booking system doubled in Denmark,
Norway and Sweden.

LONG-TERM SUSTAINABLE
BUSINESS WITH THE
RIGHT EMPLOYEES AND
THE RIGHT EXPERTISE

Attracting employees and develop-
ing their expertise are critical to
creating a long-term sustainable
business over time. In 2020, we laid
the foundation for further develop-
ing the work on workforce planning,
skills development and career and
trainee programmes in the Group.

Mekonomen Group Annual Report 2020
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STRATEGIC VALUE CREATION

STRATEGY FOR A PROFITABLE
AND SUSTAINABLE BUSINESS

We create a long-term profitable and sustainable business by utilising our size and strong position.
We enable mobility with adapted offers based on the customers’ needs, society’s development and future
trends. Our committed employees and differentiated concepts are our foremost assets.

WE ENABLE MOBILITY
— TODAY, TOMORROW AND IN THE FUTURE.

OPERATIONAL CONCEPT DEVELOPMENT
EXCELLENCE FOR WORKSHOPS

'CREATING NEW CUSTOMER NEW REVENUE
SOLUTIONS FOR CAR OWNERS STREAMS

SUSTAINABILITY

People ¢ Planet ¢ Profit

Mekonomen Group’s strategy is based on our vision

We enable mobility — today, tomorrow and in the future.
Our business is independent of the economic cycle, what
technology is used in the cars and how the cars are used.
We will be the best and most comprehensive partner for
everyone who drives, repairs and maintains cars. We will
meet the needs of workshops and car owners in the way
that is easiest for them — without them having to search
elsewhere.

Our strategy is based on four strategic areas that will
contribute to creating value for customers and profitable
sustainable growth for the Group. Sustainability is an
integral part of everything we do.

14 Mekonomen Group Annual Report 2020

Vision
Our vision guides our decisions and our strategy
— independent of the financial development.

Strategic focus areas

Our four strategic focus areas provide profitable

growth, organically or through acquisitions. e
By continuously improving the efficiency of

our business, we will increase profitability.

Sustainability

Sustainability is an integrated part of our business.

We are a responsible company and take into account all
necessary sustainability aspects in our operations. Sustainability
will strengthen us in our work of achieving our financial targets.

On the forefront of sustainability

For us, sustainability is about People, Planet and Profit.
We need to continuously develop our operations and
our offering to be relevant over time. We need to
keep pace with the development in the industry in
terms of new technology, competition, new customer
behaviours and new expectations. To ensure a long-
term business and to be on the forefront of sustain-
ability in our industry, we need the right employees
and the right expertise.



OPERATIONAL EXCELLENCE

We work to enhance the efficiency of and optimise
our core business to continue to be competitive,
improve quality and increase our profitability.

+ Available assortment and efficient warehousing.

* Increasing and consolidating volumes for our
own brands.

+ Utilising economies of scale

+ Driven and sales-oriented organization.

Continued digitalization of the business with

development of IT infrastructure and IT security.

* Developing a long-term sustainable business with
a focus on employees, the value chain and the
environment.

CREATING NEW CUSTOMER SOLUTIONS
FOR CAR OWNERS

By digitalising and developing new solutions for car
owners, we strengthen our offering throughout the
value chain, at the same time that we increase loyalty
and the number of contacts with the customer.

+ Driving more customers to our affiliated workshops
through our own central channels and agreements.
+ Offering proactive digital booking solutions at
a fixed price.
+ Developing new and sustainable services and
solutions to improve the customer experience
and ensure long-term business.
Developing fleet offerings with automated processes
to make it easier for companies and organizations
with many cars in their fleet.

CONCEPT DEVELOPMENT FOR WORKSHOPS

We will continue to develop our workshop concepts
to attract new customer groups, increase workshop
loyalty, create profitable workshops and become

a sustainable business partner.

+ Developing the business model for affiliated
workshops.

+ Developing more and sustainable services and
solutions for our workshops.

* Increasing the offering of courses for skills
development for workshops.

* Developing automated processes to make things
easier for workshop customers.

+ Launching more concepts to take more positions
in the market.

NEW REVENUE STREAMS

By broadening our business, offering new services
and expanding the product range, we reach new
customer groups and increase sales to existing
customers.

+ Differentiating our offering and our sales channels.

+ Developing services and solutions for new
customer groups.

+ Expanding existing business with new ranges
and services.

+ Creating new revenue streams through acquisition,
further development of existing business or in
business collaborations to enable profitable
growth.

Mekonomen Group Annual Report 2020
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STRATEGIC VALUE CREATION

GOALS AND GOAL FULFILMENT

Mekonomen Group’s overall goal is to develop with high profitability and thereby generate
value growth for the shareholders. Qur sustainability efforts are an integral part of the
Group’s strategy as an important component in order to achieve the overall goals and
ensure a business that is relevant in the long term.

--

OUTCOME 2020 OUTCOME 2020

OUTCOME 2020 OUTCOME 2020

Net sales declined by 3 per cent The adjusted operating margin Net debt/EBITDA amounted The Board of Directors pro-
(52), negatively impacted by increased to 8 per cent (7). The to 2.54 (3.68)". Net debt is poses no dividend for 2020
exchange rate effects of 3 per margin was negatively impacted SEK 2,673 M (3,709), primarily (0.00). Consideration has been

cent. Organic growth amounted
to -1 per cent.

by exchange rate effects on the
balance sheet, covid-19 and a data
breach in the MECA/Mekonomen
business area. The impact on

the margin has been positively
balanced by government support

linked to the acquisition of
FTZ and Inter-Team in 2018.

taken to significant uncertainty
in the Group’s markets related
to the future effect of covid-19
and the company’s continued
focus on strengthening its
financial position. However,
the Board of Directors stands
by the company’s long-term
dividend policy.

and insurance compenzation as
a result of loss of sales.

60 % 20 % 8% 80 %
50
40 15 6 60
30
4 40
20
2 2 20
0
-10 0 0 0
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020 2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
Bl Goal M Outcome Bl Goal M Outcome B Goal 2-3% M Outcome Bl Goal M Outcome

1. Net debt / EBITDA excluding IFRS 16.
2. In the decision on the proposed dividend, the Board of Directors takes into consideration the company’s potential acquisition opportunities, financial position, investment needs and future outlook.
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STRATEGIC SUSTAINABILITY TARGETS

Educational and information
materials for the employees
are being developed and will
be distributed in 2021.

DECENT WORK AND
ECONDMICRONTH

Today, the share of renewable
electricity is 7 per cent. The share
includes both own electricity
agreements and electricity that
is included in premises rent.

STATUS

A date target will be set when
the first measurement takes
place in autumn 2021 in
connection with the Group’s
employee survey.

DECENT WORK AND
ECONMICGRONTH

STATUS

Status is being compiled in
2021. Of the workshops,

57 per cent already fulfil the
competence requirements.

STATUS

A date target will be set
when the first measurement
takes place in autumn 2021
in connection with the
Group’s employee survey.

DECENT WORK AND
ECONDMICRONTH

STATUS

91 per cent

RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

QO

1. We set requirements for tools, protective equipment, charging and competence. The competence requirements mean that local regulations
for working on high-voltage vehicles in the workshop are complied with.

The UN’s Global Goals for Sustainable Development: The member countries of the United Nations have adopted 17 global sustainable development
goals that are to be achieved by 2030. Mekonomen Group’s operations contribute to the fulfilment of several goals. We also have to ensure that our
negative impact on the goals is as small as possible. Our sustainability efforts are based on an analysis of which of the global goals are most significant to
us and our stakeholders. Read more about our materiality analysis on page 94.
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SUSTAINABILITY

SUSTAINABILITY
AN INTEGRATED PART OF OUR BUSINESS

We are convinced that effective sustainability work is a prerequisite for us as a company
to deliver a strong financial result, that we attract and retain our employees and that we
as a company are remain relevant in the future. As a market leader, we shall be at the
forefront in our industry and accept great social responsibility.

Sustainability is a natural part of the Mekonomen
Group's strategy and shall permeate everything we do.
In 2020, the Group's strategy was updated to include a
clearer focus on sustainability. We shall strengthen and
develop the focus on sustainability in three areas: in
our own wholesale and logistics business, for our con-
cept workshops and in our offers to vehicle owners.
Activities have been identified and goals have been set
in each of these areas.

70 CERTIFIED
ELECTRIC CAR
WORKSHOPS IN

NORWAY

The strategy is based on our most material sustain-
ability areas. To identify these, our business’s direct and
indirect impact on the UN’s Sustainable Development
Goals has been analysed. The review also includes an
analysis of our stakeholders' requirements and expec-
tations for us, legislation and relevant international
agreements, standards and guidelines in the area.
Read more about our stakeholders and our materiality
analysis on page 93-94.

WE SUPPORT

MECA in Norway became the
first nationwide workshop
chain to launch an electric car
certification for its workshops.
In 2020, nearly 70 of the chain's
more than 300 workshops
chose to undergo certification
that ensures the right skills,

equipment and charging
stations in the workshops.
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Mekonomen Group has signed the
UN Global Compact’s principles in
the areas of human rights, working
conditions, the environment and
anti-corruption.



OUR MOST MATERIAL SUSTAINABILITY AREAS

Sustainable energy for all

By developing our products and services for the growing proportion
of vehicles that run on alternative fuels, such as biofuels and electricity,
we contribute to a transformation to a climate-neutral society.

We make it possible for car owners to service and repair their vehicles
regardless of whether they run on fossil fuels, biofuels or electricity.
Proper maintenance and service makes the vehicles as fuel and energy
efficient as possible.

Internally, we work to reduce our energy use in premises and lower
fuel consumption, which also means that we reduce our impact on the
environment and climate.

Responsible consumption
and production

A properly maintained vehicle contrib-
utes to traffic safety and that the vehi-
cle has as small an environmental
impact as possible during its lifespan.
Responsibility in the purchase, sale and
use of chemicals.

Clear procedures and responsibility for
waste management.

DECENT WORK AND

Decent work and economic growth
ECONOMIC GROWTH

Our overall goal is to develop with high profitability and thereby generate
value for the shareholders. Good profitability means that we can continue
to work and create jobs and contribute to society through e.g. the payment
of taxes.

o

Our responsibility for the supply chain
means defining requirements for and
monitoring of our suppliers in terms of
human rights, employment conditions
and environmental impact in the manu-
facturing process (in this respect there
is also a link to goal 8).

Our operations are developing and it is therefore of central importance
that our employees also develop, so as to be able to meet the customers’
needs and the expectations of those around us. We invest resources in the
training of future vehicle technicians to increase the supply of trained labor.

As employers, we have a responsibility with regard to terms of employ-
ment, health and safety, gender equality, diversity and inclusion, among
other things.
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SUSTAINABILITY

OUR FIRST UPPER-SECONDARY
PUPILS HAVE GRADUATED

The demand for employable automotive
technicians is high in the industry. In many
parts of Europe, too few automotive tech-
nicians are being educated in the right skills,
and many choose to work on something
other than what they have trained for. This
is due both to a lack of interest in the pro-
fession as such and the fact that traditional
automotive programmes do not maintain
an adequate level of quality in the training.
In order to help increase interest in the
profession, the Mekonomen Group started
its own modernized upper secondary edu-
cation, ProMeister Fordon, in 2017. The
programme is run in collaboration with the
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school operator Larande i Sverige, with a
strong focus on practical learning in mod-
ern workshops. The programme is available
in Stockholm, Malmé/Lund, Orebro and
from autumn 2021 also in Gothenburg.

In June 2020, the first pupils in the
ProMeister Fordon upper secondary pro-
gramme graduated. After the three-year
programme, more than 90 per cent have
stayed the course and found permanent
work in the industry. A successful initiative
that will contribute to higher basic skills and
put more automotive technicians in the
workshops, as the programme is estab-
lished in more locations.






SUSTAINABILITY

WE TAKE RESPONSIBILITY FOR OUR IMPACT
ON THE ENVIRONMENT AND THE CLIMATE

Mekonomen Group’s largest environmental impact is
in the areas of transports, energy use in premises and
chemicals and waste management.

The Group’s operations work systematically on
environmental issues and have rules and procedures
to manage their environmental impact. Parts of our
operations have certified environmental management
systems.

The Group measures and monitors environmental
work in the Group in several areas. The business areas
have qualitative and quantitative goals based on the
conditions prevailing in each market. During the year,
Group-wide targets were set for the purpose of reduc-
ing our climate impact and energy use and increasing
the proportion of renewable electricity; read more on
page 17.

Climate impact and energy consumption
Our impact on the climate mainly originates from
transports and energy consumption in our premises.

Our operations require transports both with our
own vehicles and through subcontractors. Products and
goods are transported from our large warehouses to
the Group's branches and e-commerce customers.
From the branches, transports are made with our own
delivery vehicles and by subcontractors to our own and
affiliated workshops. To reduce the environmental
impact from the transports, consideration is given to
fuel consumption when vehicles are purchased.

As part of reducing our fuel use, we decided in 2020
that all business areas, in the coming years, will have
procedures in place to train everyone who drives a
vehicle in their work in fuel-efficient driving.

CERTIFIED MANAGEMENT
SYSTEMS

MECA Sweden and MECA Norway have certified
management systems in accordance with the environ-
mental standard ISO 14001. Mekonomen Sweden’s

branches and many workshops have certified man-
agement systems according to the standards for the
environment (ISO 14001), quality (ISO 9001) and
occupational helath and safety (ISO 45001). JB in
Sweden has a certified quality management system
(ISO 9001). The certification of management systems
involves regular internal and external evaluations.
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Our warehouses, branches, workshops and offices
require energy in the form of heating and electricity.
All business areas must have implemented routines to
reduce energy use in our premises no later than 2025.
Also, renewable electricity must be purchased for all
premises where we have signed our own electricity
agreements. Today, 7 percent of electricity consump-
tion is renewable, the proportion includes both own
electricity contracts and electricity that is included in
premises rent.

For environmental data, read more on page 96.

Chemicals management
The Group places a large number of chemical products
on the market. This entails a responsibility to check
labelling and ensure that information is correct, ensure
that safety data sheets exist, ensure that certain kinds
of chemicals are only sold to professionals and that
storage is correct. If incorrectly labelled products
should come onto the market, we act as soon as we
become aware of it. The products are then stopped
centrally for further sales and a recall is made when
necessary.

Proper handling and the right protective equipment
in the use of chemicals are of central importance to
our workshops.

Waste management

In our operations, waste and hazardous waste arise.
In the workshops, hazardous waste arises in the form
of e.g. oils, batteries and chemicals. The waste is sorted
and handled according to legislation and collected by a
waste contractor with a permit to transport waste and
hazardous waste.

DISTRIBUTION OF GREENHOUSE
GAS EMISSIONS

 _

M Own transports, 27%
Heat and electricity, 49%
Transports subcontractors, 14%
M Business travel, 10%




OUR PRODUCTS AND SERVICES CONTRIBUTE TO THE TRANSITION

TO A CLIMATE-NEUTRAL SOCIETY

The transport sector is changing from fossil
fuels to biofuels and electricity. As a major
player in mobility, we have a role in contrib-
uting to the transition to a climate-neutral
society. Vehicle owners need to be able to
service and repair their vehicles regardless
of how they are powered. This means that
we train automotive technicians in electric
and hybrid technologies through our train-
ing centres and that we are increasing our
range of spare parts and accessories for
electric cars as demand grows. During the
year, we have introduced a new Group-
wide target that 70 per cent of our concept
workshops shall comply with our require-
ments for electric vehicle workshops by
2025. We set requirements for tools, pro-
tective equipment, charging and compe-
tence. The competence requirements mean

that local regulations for working on high-
voltage vehicles in the workshop are
complied with.

57 per cent of the workshops already
meet the competence requirement.

There are also other initiatives in the
Group that are linked to the transition to
a climate-neutral society.

In 2019, FTZ launched the AutoMester
E+ workshop chain in Denmark with 112
workshops. By setting up charging stations
at the concept’s workshops, we contribute
to the local charging infrastructure in Den-
mark. Automotive technicians are trained
in electrical and hybrid technology. For car
owners who have conventional petrol or
diesel vehicles, the workshops provide
advice on how the car owner should drive
as fuel efficiently as possible.

Mekonomen Group Annual Report 2020
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SUSTAINABILITY

WE HAVE A BUSINESS ETHICS APPROACH

Anti-corruption

Although the risk is considered higher in certain
markets and certain industries, corruption is not
geographically limited. VWe have zero tolerance to
corruption.

The Group’s view of corruption is presented in
the Group Code of Conduct which includes the Anti-
corruption Policy. In addition to the Anticorruption
Policy, there are special guidelines regarding anti-
corruption with rules on gifts and representation.

The guidelines apply to all employees and are based
on parts of the Swedish Code to prevent Corruption
in Business that is administered by the Swedish Anti-
Corruption Institute (IMM).

Today, we make purchases from some markets where
corruption is a well-known problem. Through a central
purchasing organization that secures all major purchasing
agreements for our Group companies, we have better
control over suppliers and the flow of products. Our
suppliers are asked to accept our Supplier Code of

THE GROUP’S WHISTLE-
BLOWER SYSTEM

The system is available on the company’s
website www.mekonomen.com and is
accessible to employees and external
stakeholders, such as suppliers. The
whistle-blower procedure can be used
anonymously.
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Conduct, which includes specific texts on anticorruption.
Read more about our work on the supply chain and
supplier code on page 25.

In 2020, there were no reported cases of corruption
in the Mekonomen Group.

Code of Conduct
The Group Code of Conduct has been decided by the
board. The code covers everyone who works under
one of the Group's brands. The Code of Conduct clari-
fies what is expected by the company and states how
the company and our employees shall act with regard
to social, environmental and economic responsibility.
The code is also a basis for evaluating the potential risks
of a collaborative activity, such as community involve-
ment or sponsorship.

To make it easier for employees and stakeholders,
a number of policies are also included in the Code of
Conduct. The Code of Conduct is available in every
Scandinavian language, as well as Polish and English. All
employees will undergo training in the Code of Conduct
in 2021.

Whistle-blower system

The Group’s whistle-blower system gives all interested
parties the opportunity to inform the company about
a suspicion of a serious impropriety. The system is
important to safeguard good corporate governance,
as well as the customers), the suppliers’ and the public’s
confidence in us.

The system can be used in cases where the circum-
stances mean that it is not appropriate to report
according to the usual reporting channels, such as to
the immediate manager. The process can be used to
submit information about a serious violation that is
not in line with the law, the Code of Conduct or other
ethical principles and that can seriously impact on our
organization or human life or health.

Information processing and data protection
We process information in many different ways in the
Group. This processing is generally governed by our
information security policy, which is included in the
Group Code of Conduct. Each business area also has
its own guidelines for clarifying how, for example, IT
systems and personal data shall be handled. Potential
incidents are handled according to defined procedures
and reported to the relevant authorities and when nec-
essary according to the respective country’s legislation.
In order to further reinforce our employees' aware-
ness of information security, a so-called nano-learning
process has been implemented. All Group employees
receive regular short mailings with exercises in order to
maintain knowledge about information security.

DEGENT WORK AND
ECONOMIC GROWTH

i




WE HAVE REQUIREMENTS AND
EXPECTATIONS ON OUR SUPPLIERS

Spare parts constitute the majority of the Group'’s pur-
chasing and account for a large part of the Group’s
sales. Purchases mainly take place from the same sup-
pliers who supply the car manufacturers. Nearly all sup-
pliers have their base in Europe, while the manufacture
of products takes place in both Europe and the rest of
the world.

Large Group-wide suppliers are handled by the
Group’s central purchasing organization, which is
responsible for agreements and terms. Agreements
with smaller suppliers are handled by the respective
purchasing function at FTZ, Inter-Team, MECA/
Mekonomen and Serensen og Balchen. The 100 largest
suppliers account for more than 80 per cent of the
products supplied.

Supplier code
In 2019, the Group developed a supplier code that is
published on the Group's website. The supplier code
describes in more detail our expectations of suppliers
and it defines requirements in the areas of human
rights, working conditions, environmental and chemicals
management and anti-corruption. The code is based on
global agreements such as the UN Global Compact,
the UN Universal Declaration of Human Rights and the
ILO Core Conventions.

During 2020, there has been intensive work to
implement the supplier code. The code is part of our
General Supply Contract, in which the supplier is

obliged to comply with the supplier code. Our goal is
for more than 95 per cent of our purchases of direct
materials to come from suppliers who have accepted the
requirements of the supplier code by 2025. Currently,
91 per cent of purchases are made from suppliers who
have accepted the requirements.

Risks in the supply chain
Suppliers of spare parts and accessories for the Group’s
own product range pose the greatest quality and
sustainability risk. During the year, the Group conducted
sales of its own product range under the brands:
ProMeister, Carwise, Kraft Automotive, Sakura,
Vehcare and Forumline. As a consequence of the
greater risk, factory visits are carried out to all new
actors who supply spare parts and accessories for our
own product ranges. The checks on factories and tests
of products are based on checklists that cover scrutiny
of product quality, the environment and social require-
ments. The product range is quality audited through
independent actors and in our test laboratory Inter-
Meko in Poland. The test laboratory is jointly owned
with the Polish car part company Inter-Cars.

Work is also underway to further develop and
implement processes relating to a responsible supply

chain, and this work will continue in 2021. This includes,

among other things, the further development of risk
assessment relating to sustainability risks at suppliers.
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RISK

RISKS AND RISK MANAGEMENT

Like all business activities, the Group’s operations are associated with risks that can affect
the Group and our stakeholders to varying degrees. Well-balanced risk management can add
value and business benefit, at the same time as risks that are not managed can effectively
lead to damage and losses. We are continually mapping the Group’s risks, where the Board
of Directors bears the ultimate responsibility for the Group’s risk management.

Risk-management process

In order to ensure a good overview and appropriate
management of the risks the business is exposed to,
the Group works in a structured manner to identify,
analyse and manage risks according to a Group-wide
process. During 2020, the process has been further
developed and an updated risk policy has been estab-
lished by the Board, which will further strengthen
the process in 2021. The risk analysis is based on the
Group’s strategy and business planning work and will
be a natural part of the operating activities, as well
as being incorporated in major change or investment
projects. Each business area in the Group must estab-
lish a risk register where its material risks, mitigation
measures and the person responsible are identified.
This management includes the Group's sustainability-
related risks, such as risks linked to employees, the
environment and climate, as well as corruption. The
Group’s materiality analysis and Code of Conduct
form the basis for the analysis.

Risk Management Committee

During 2019, an overall Risk Management Committee
was established for the Group. The Committee is
responsible for providing guidance to the organization
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and for governing the process of ensuring an overview
of the Group’s risks, as well as following up the effective-
ness of the risk management work. Risk analyses and
mitigation measures are continually reported by the
respective business areas to the Committee, which in
turn reports material changes in the risk situation to
the Board of Directors through the Audit Committee.
The risk analysis is reviewed more thoroughly in all
forums on an annual basis, see figure at the bottom

of the page.

Risk function’s responsibility and collaboration
Group Risk Management coordinates and monitors the
Group's risk work. The Group has coordinated the risk
function, the internal control officer and internal audit
under one person, the Head of Risk and Internal Audit.
The effectiveness of the activities conducted are thereby
improved in order to increase risk awareness in identi-
fied risk areas. For more information about the work
on internal control in financial reporting, refer to page
47 of the Corporate Governance Report.

A selection of the risk areas identified within the
scope of the Group’s risk-management process and
the steps taken to manage the risks are presented
on the following pages.



MARKET AND EXTERNAL RISKS

Consumer behaviour

The aftermarket for cars and light trucks is primarily depend- We maintain a high rate of innovation as regards concept development in order to Probability
ent on the number of cars in the fleet and the mileage on the strengthen our workshop concepts, contributing to an offering that remains competitive
cars. In recent years, there has been a steady increase in the as well as loyal workshop customers. By digitising and developing new and sustainable
number of cars and their mileage in our main markets. The services for car owners and workshops, we are strengthening our offering throughout the Impact
Group’s long-term success is dependent in part on the ability value chain. The demand for mobility is timeless. By adapting our business according to
to adapt to our customers’ behaviour and needs. Car owners the needs of the customer, we are creating a long-term business regardless of which
are becoming more aware of the environmental and climate vehicles are being driven on the roads. We are investing in advanced analytics in order to
impact of cars, which is influencing their choice of vehicle and predict and understand future trends and, on the basis of data, create our future offering. Change
the way they get about. Our geographical spread means that we are less sensitive to market developments in an é
* A decrease in the number of cars and mileage could nega- individual country.

tively impact the Group's operations We are conducting selected strategic activities within each strategic focus area in
+ Overly slow adaptation to new customer behaviour has cross-functional forums extending across national borders, in order to manage market and

a negative impact on the Group’s business external risks in a vigorous fashion. We are developing our service and product offering

for fleet customers and car pools, for example, as well as developing digital and sustainable
solutions aimed at improving the customer experience and increasing loyalty.

Car fleet
New technologies, increased focus on sustainability and policy We are investing in the future of our workshop customers, and for many years have been Probability
decisions are accelerating the transition from fossil fuels to providing training regarding electrical and hybrid technology for mechanics in our training .
electrification. The same driving forces are contributing to the centres in all our main markets. With the aid of our Group-wide strategic forums, we are
increased sustainability of vehicles, with fewer parts that need focusing additional effort on increasing the proportion of trained mechanics. We are con- Impact
to be replaced. The growth in the automotive aftermarket is tinually expanding our range of spare parts and accessories for electric cars and ensuring
expected to occur within software and data. Norway is expe- that our workshops have access to adequate equipment. We are developing our service
riencing the world’s fastest development as regards the transi- offering and the product range for our growing number of electric car drivers, in order to
tion of the car fleet from fossil-fuelled to electricity. The share remain their first choice. Change
of pure electric cars in Norway accounted for almost 12 per We have started work on electric car certification of concept workshops in both Norway
cent of the total car fleet at the end of 2020. The correspond- and Denmark. This certification guarantees that we have the right skills, equipment and z
ing figure for Sweden and Denmark was approximately 1 per charging possibilities in the workshops. The concept is set to be applied to more brands
cent, and for Poland it was below 1 per cent. and on more markets. We will increase from the current 250 electric car workshops to
+ The transition to electric means that the industry needs to 1,500 during 2022.
adapt to meet changing demand.
+ Climate policy decisions and controls have a significant
impact on the pace of transition.
Competitive landscape
The level of competition regarding sales of car parts to work- The Group’s operations have a strong customer focus, where we are continually revising Probability
shops is high, and has historically consisted of branded actors and investing in a competitive customer offering to both workshop customers and car
and independent actors such as Mekonomen Group. We are owners. Services that ensure loyalty from our workshops, such as our technical support,
seeing increased activity from foreign e-commerce operators, are important in order to increase our competitiveness. Flexible solutions and processes Impact
who are primarily competing with a lower pricing structure. for making bookings and placing orders are also essential. The majority of the Group’s sales
Amazon launched in Sweden during the year, and similar take place digitally, which is why investments in our e-commerce offering are of major
actors targeting workshops directly can be anticipated on our importance. We have a strong local presence, which enables us to offer an outstanding
markets. Car manufacturers are trying to retain car owners level of availability, with deliveries to our customers several times a day. Availability is Change
for longer with the aid of service agreements and extended important, as the majority of orders from workshops are meeting their day-to-day needs. é
warranties. Suppliers that have previously only conducted
B2B sales are expanding into B2C. Consolidation is also taking
place among suppliers, which is reducing supply.
+ Significantly increased competition from one or more actors
may result in reduced market shares for the Group.
Technical automotive expertise
There is a shortage of vehicle technicians across much of With strong brands and concepts, our training centres, collaborations with upper- Probability
the European market. The low attractiveness of service secondary schools and other training providers on our markets, as well as our own .
professions is one of the reasons why few people are applying upper-secondary school programme ProMeister Vehicles in Sweden, we are constantly
for vocational training. Many traditional automotive training working to attract people to the vehicle technician profession. In this way, we are helping Impact
courses do not meet the needs of modern workshops, which to raise the level of expertise among existing and new vehicle technicians. We are also
are stipulating increasing demands for technical expertise. offering our affiliated workshops recruitment services and working actively with PR and .
* In the long term, the shortage of vehicle technicians with information campaigns to attract people to the sector.
relevant training and experience may be a factor limiting Change
opportunities for continued growth in the sector. é

+ The competition for labor may lead to increased staff costs,
thereby reducing the profitability of workshops.

® Low Medium @ High Z Increased risk 9 Unchanged risk ﬂ Reduced risk
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RISK

contd. Market and external risks

Pandemic effects

Covid-19 has had a negative impact on all our main markets.
However, the negative impact is limited as long as societies do
not shut down completely. The primary risks to the business
are:

* The spread of infection among employees and customers in
our physical facilities.

+ Negative impact on employee health as a result of infection,
or psychosocial aspects based on changing working
conditions.

+ Fewer or no workshop visits as a result of the government-
mandated closure of societies on our markets or greater
caution among our customers.

+ Significant impact on our supply chain due to reduced
capacity among our product suppliers or hauliers.

+ The effects of the pandemic may also increase the risk of
being subjected to crime as a result of changed working
methods and procedures.

The timeless need for mobility and the stable demand for our products and services have Probability
meant that, over time, covid-19 has had a limited impact on our main markets. .
Our number one priority is to maintain the health and safety of our employees and

customers. In addition, we are focusing heavily on mitigating the effects on sales and profit-

ability by means of cost control, government support and negotiations with product and Impact
service suppliers as well as property owners. We have implemented a number of meas-

ures to minimize the risk of the spread of infection for employees in branches, workshops

and warehouses, including introducing restrictions on the number of people in the facilities, Change

protective equipment and developing new services that reduce physical contact. The fact z
that many employees are working from home to a greater extent has created a new
dimension of employer responsibility in respect of the working environment and psycho-
social well-being. Activities have continually been initiated and evaluated, with the aim of
creating a sustainable solution for our employees.
We are closely following official legal requirements and recommendations on our
markets, and are monitoring developments through crisis management work in all parts
of the Group.

OPERATIONAL AND SUSTAINABILITY RISKS

Employees

Our employees are our most important asset. A good physical
and psychosocial working environment, good social conditions,
development opportunities and a business that is sustainable
in the long term are essential for attracting and retaining
employees.
+ An inability to attract, retain and develop committed
managers and employees would affect the Group’s ability
to run and develop the business.
+ Deficient working environment conditions entail a risk
of increased sick leave and employees applying to other
employers.

IT environment

The use of digital services is continuing to grow at a rapid rate
in all parts of society. As more and more interactions, flows
and processes are digitized and automated, there is increasing
dependence on systems, which in turn is increasing the com-
plexity within IT environments.

+ Disruptions or operational stoppages in the IT environment
have a negative impact on the business. Ordering and
invetory management systems are particularly critical, as
disruptions here would adversely affect deliveries to our
customers and consequently our sales.

Data security

Like many other companies, we are subjected to cyber crime,
such as attempted fraud, hacking or sabotage.
+ Cyber crime causes major financial damage and has

a negative impact on trust in the Group.

Central warehouse and regional warehouses

Mekonomen Group’s efficient wholesale and logistics business

is a strength and a significant part of our core business.

+ Any damage, such as fire or technical disruptions, in any of
the Group’s central or regional warehouses would entail
significant negative consequences for the company's sales
and potential to deliver to our customers.
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With different skills and experiences among our employees, we aim to reflect the diversity Probability
of our customer groups and thereby develop our customer offering. Succession plans are .
drawn up annually for senior positions, we also analyze employee turnover. The work of
identifying, analysing and minimising work environment risks in our operations is carried

out at every level of the Group. Our Code of Conduct, whistle-blower system and work
environment policy, together with employee talks, employee surveys and ongoing dialogue .
as well as risk analyses, help to identify risk areas and any irregularities.

Impact

During the year, we have focused heavily on reducing the risks of our employees becoming Change

infected with covid-19.
é

Threats and risks are analysed regularly to identify and ensure that we are continually Probability
working with improvements, that we have redundancy in critical systems as well as
established communication paths.

Efforts to strengthen and develop our IT environment's resilience to disruptions and Impact
operational stoppages are ongoing. This work was intensified during the year as a result
of the data breach that affected the MECA/Mekonomen business area. Reviews of frame-
works, processes, roles and technical solutions are ensuring robustness over time in our
environments. Change

->

To combat attempts at hacking or sabotage to our IT environments, external monitoring is Probability
performed within this area, as well as an ongoing assessment of whether our protection .
needs to be changed or expanded. We are continually developing our procedures, pro-
cesses and technical solutions in this area in order to be prepared in the event we are
attacked.

Following the data breach in the MECA/Mekonomen business area in spring 2020, [

work has been intensified aimed at mapping and strengthening IT security. A major Group

Impact

initiative has been started, which includes strengthening monitoring, controls, training and Change
resources for all business areas. z
Fire safety and protection against technical disruptions are a prioritized area at all of our Probability

facilities, and considerable emphasis is focused on prevention efforts. The Group has .

consequential-loss insurance in the event a fire were to occur or other damage were to

arise that disrupts the operations at our facilities. Risks related to a changing climate, such as

damage to property caused by changing weather conditions, are not currently considered

to be affecting the Group directly to any great extent, although this risk is being monitored. .
All insurance figures were updated per facility during 2020 in connection with the pro-

curement of a new insurance provider for the Group. There have also been investments

and improvement measures based on a risk report produced by insurance companies in 2019. é
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Losses and cash management

The Group's operations include sales and stockholding of a

large number of products, many of which are considered

theft-prone. The Group's operations also include cash manage-

ment, which entails a risk of theft, both in branches and during

the transportation of cash from the branches to the bank.

+ Deficient processes for detecting theft and waste would have
an adverse impact on the Group’s financial results.

Environmental and climate impact

Our negative impact on the environment and the climate
mainly occurs through energy consumption in premises, trans-
port operations, as well as waste and chemical management.

* Environmental and climate policy decisions and legislation
affect our operations. For example, stricter legislation regard-
ing chemical products and waste management, as well as
increased taxes and other controls, including regarding the
climate, may lead to investment requirements and/or
reduced profitability for the business.

* Any violations of regulations would have a legal impact and
damage trust in our offering and our brands.

Sustainable supply chain

We have agreements with a large number of suppliers to

ensure the availability of a wide range of spare parts and car

accessories for our customers.

+ Having a large number of suppliers entalils risks in relation
to human rights, working conditions, the environment and
corruption, for example.

Business-related corruption

Generally speaking, purchasers and sellers are two employee
groups that run a greater risk of being involved in corruption.
We currently make purchases from a number of markets
where corruption is a well-known problem, which requires
that we actively distance ourselves from these practices (also
see above under sustainable supplier chain).
* Individual employees or teams of employees are at risk
of being unduly affected by suppliers or other business
partners, including through bribes of various kinds.

Responsibility for products & services

Under the Group’s brands, a large number of products and
services are offered in-house or through collaborations.
Mekonomen Group has comprehensive product responsibility
for products that are not working as expected or that are
defective.

+ Insufficient quality control by our own and collaborating
businesses, such as affiliated workshops and suppliers,
may result in a liability to pay compensation for defective
products and consequential damage.

+ Dissatisfied customers can result in reduced market share
and a lack of trust in our offerings.

FINANCIAL RISKS

Within the Group, work is ongoing to combat losses and to define what constitutes scrap-
ping, internal consumption and actual theft. This work is based on the attitude that it is
important to focus on all types of losses, for example by reviewing ordering procedures,
delivery checks and the unpacking of goods. In terms of cash management risks, we are
striving to provide the same level of solutions for security services, security systems and
cash management for all companies within the Group.

An internal audit has been carried out in 2020 that has resulted in us partially adjusting
our procedures and systems, as well as introducing clearer responsibility and controls. We
have initiated the establishment of a common framework for internal control for branches
and warehouses in Sweden, which will be rolled out throughout the Group in 2021.

Our operations work systematically with the environment, with parts of the business
having certified environmental management systems. We adapt our development on the
basis of laws and regulations, and keep ourselves up-to-date regarding environmental
and climate policy decisions, in order as far as possible to prepare our business for any
changes. We have procedures and processes in place to ensure compliance with laws and
regulations.

During the year, we have systematized the way we work by following up the systematic
environmental work of our business areas. We have also set targets for reducing negative
environmental and climate impact.

To facilitate control of the supplier level and the supply chain, all major purchasing agree-
ments are governed by the Group’s joint purchasing department. Spare parts are mainly
purchased from the major European suppliers, who also supply the car manufacturers.

We perform meticulous quality checks of our own-brand products, as well as carrying
out site visits to our suppliers. We place demands on suppliers through our supplier code
in relation to human rights, working conditions, the environment and anti-corruption.

During the year, the implementation of the supplier code developed in 2019 has con-
tinued, in which we are also developing processes for risk analysis and follow-up.

There is zero tolerance of corruption within the Group. The Group’s anticorruption
policy is included in the Code of Conduct. In addition to this, there are special guidelines
regarding anticorruption with rules on gifts and entertainment, which all employees have
access to.

During the year, preparations have been carried out to implement the Group’s Code
of Conduct through training for all employees. The Code of Conduct training shall be
a part of the introduction plan for all new employees.

We safeguard our product responsibility through purchasing agreements and by placing
demands on our suppliers. We also carry out meticulous quality checks on our own
brands. This is supplemented with Group-wide insurance cover. We monitor quality and
customer satisfaction through quality management systems and customer and consumer
surveys, as well as conducting external and internal audits to ensure quality and customer
satisfaction.

We are constantly developing the Group’s own workshop business system in order to
help the workshops comply with rules and regulations, work efficiently and maintain a high
level of service for customers. A training portal and a support portal have been developed,
and will be launched in all business areas.
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Mekonomen Group’s financial risks mainly comprise currency,
credit, interest-rate and liquidity risks. See Note 36 for a
description of the financial risks. In the Corporate Governance
Report, on page 47, there is a description of the internal
control and risk assessment that aim to prevent misstatements
in the financial statements.

® Low Medium @ High z Increased risk 9 Unchanged risk s Reduced risk
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THE SHARE

THE SHARE

Mekonomen’s share is listed on Nasdaq Stockholm, in the Mid Cap segment

and is traded under the MEKO ticker.

As per December 31, 2020, the total market value of
the company was SEK 5.1 billion. The share’s highest
price in 2020 was quoted at SEK 101.1 on November
9,. The lowest price was quoted on April 2, at SEK
35.06. The number of shareholders on December 31,
2020 was 11,728 (12,259). Mekonomen'’s share capital
as per December 31, 2020 amounted to SEK 141 (141)
M, and comprised 56,416,622 shares (56,416,622) at a
quotient value of SEK 2.50 (2.50) per share. Each share
carries one vote at the Annual General Meeting and

all shares carry equal entitlement to a share in the com-
pany’s profits and assets. Each shareholder is entitled
to vote for all their shares with no restrictions and the
shares are not included in any transfer restrictions.

Buyback of own shares

The company holds 93,250 treasury shares as per
December 31, 2020. No shares have been acquired in
2020. Treasury shares do not entitle the holder to divi-
dends or votes. For more information, see page 41.

Dividends

The board proposes no dividend for 2020. Mekonomen
Group has navigated the challenges of 2020 extremely
well and is positioned for future growth, but there is
still significant uncertainty in some of our markets
related to the future impact of covid-19. However,

MORE INFORMATION
ON THE SHARE

The following information and more is on
www.mekonomen.com/sv/investerare
 Share trend

+ Ownership structure

 Share history

* Insider trading

* Analyst coverage
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the Board stands by the long-term dividend policy and
intends to reinstate dividends in line with the dividend
policy in the future.

Analyst coverage

At present, there are four analysts who follow and analyse
Mekonomen Group and provide recommendations on
the share.

Communication to the capital market
Mekonomen Group’s communication with the capital
market aims to provide the market with reliable, accu-
rate and current information regarding the company’s
position, operations and development. The information
is intended to increase knowledge about and interest in
the company. In 2020, in addition to quarterly reporting
and phone conferences, Mekonomen Group participated
in a number of investor conferences in the Nordic region
and held meetings with investors and analysts in Stock-
holm, Oslo and Copenhagen. Some of the topics that
were of particular interest to investors and analysts

in 2020 were the effects of covid-19, the data breach
in MECA/Mekonomen, potential synergies from the
acquisition of FTZ and Inter-Team and the merger

of the central warehouses in Sweden, the impact of
currency effects on purchase prices and the effect of
an increased share of electric cars on our roads.

Analysts who continually follow Mekonomen

Mika Karppinen Handelsbanken Capital Markets
Mats Liss Kepler Cheuvreux
Nordea Markets

SEB Equities

Stefan Stjernholm
Andreas Lundberg
Analysts who continually follow Mekonomen are listed here. Please note that

the above analysts’ estimates, forecasts or other opinions do not represent
Mekonomen or its company management.



Share history The 15 largest shareholders, 31/12/2020"

Nominal N ETER T 1 Number Votes and
Year Transaction value, SEK Shares, total total, SEK of shares capital

Formation of LKQ Corporation 15,001,046 26.59%
1990 company 100.00 1,000 100,000.00 Fjarde AP-fonden 4,819,293 8.54%
1998 Bonus issue 100.00 400,000 40,000,000.00 Didner & Gerge Fonder 3,764,970 6.67%
1998 Split 10:1 10.00 4,000,000 40,000,000.00 Swedbank Robur Fonder 1,930,000 342%
1999 New share issue 10.00 5,434,444 54,344,440.00 Eva Fraim Pahlman 1,923,176 341%
2000 New share issue 10.00 7.252,626 72,526,260.00 AFA Forsikring 1,675,678 297%
Redemption of Dimensional Fund Advisors 1,426,613 2.53%
2001 convertible bonds 10.00 7286626 7286626000 ool 1212046 215%
Redemption of Vanguard 1,055,273 1.87%
2002 ;orl;vertible bo:ds 10.00 7,385,226 73,852,260.00 Ing-Marie Fraim 1.000,000 177%
edemption o
2003 cor\ver'gble bonds 1000 7397326 7397326000 NorgesBank 639474 1 7/
2003 Split 2:1 500 14794652 73.973260.00 Nordnet Pens!onsforsakr\lng . 655294 1.16%
Rederption of Kamr‘nailrkol\.eglet (Lf.egal, Financial and i
2003 convertible bonds 500 14869150 7434575000~ dministrative Services Agency) 264813 1.00%
- BlackRock 559,887 0.99%
Redemption of - o
2004 convertible bonds 500 15304618 7652309000  -Mipunen varainhalinta Oy 550,000 097%
2004 New share issue 500 15434411 7717205500  ocal15 largest shareholders 36,797,563 65.22%
2005 Split 21 250 30868822 7717205500  Other 19,525,809 34.78%
2011 New share issue 2.50 32,814,605 82,036,512.50
2012 New share issue 2.50 35,901,487 89,753,717.50
2018 New share issue 2.50 56,416,622 141,041,055.00

Holding per size class, 31/12/2020"

Number Number Share of
Size class of shares Capital (%) Votes (%) of owners owners (%)

1-100 190,911 0.34% 0.34% 5,552 47.34% H°|ding per ownership category”
101-200 253,860 0.45% 0.45% 1,587 13.53%
201-300 175,844 0.31% 0.31% 669 5.70%
301-400 271,633 0.48% 0.48% 758 6.46% '.
401-500 228,726 0.41% 0.41% 478 4.08%
501-1,000 985,874 1.75% 1.75% 1,289 10.99%
1,001-2,000 986,062 1.75% 1.75% 650 5.54%
2,001-5,000 1,491,163 2.64% 2.64% 460 3.92%
5,001-10,000 903,603 1.61% 1.61% 126 1.07% ‘
10,001-20,000 914,377 1.62% 1.62% 64 0.55%
20,001-50,000 1,449,622 2.57% 2.57% 44 0.38%

M Swedish fund managers, 12%
50,001-100,000 1,293,456 2.29% 2.29% 17 0.14% Swedish private individuals, 19.5%
100,001-200,000 947969 1.68% 1.68% 7 0.06% Swedish pension and insurance companies, 12.3%
200,001-500,000 2,641,961 4.68% 4.68% 9 0.08% B Other Swedish owners, 4.7%
500,001-1,000,000 5,059,641 8.97% 8.97% 8 0.07% B Foreign owners, 41.2%
1,000,001-2,000,000 9,222,786 16.35% 16.35% 6 0.05% B Anonymous ownership, 10.3%
2,000,001-5,000,000 8,584,263 15.22% 15.22% 2 0.02%
5,000,001— 15,001,046 26.59% 26.59% 1 0.01%
Anonymous ownership 5,813,825 10.30% 10.30%

Data per share?

Amounts in SEK per share unless otherwise stated 2020 2019 2018 2017 2016

Profit 7.67 7.34 6.56 10.05 9.32
Cash flow 289 203 83 138 15.1
Equity 80.4 764 67.9 65.8 644
Dividend® - - - 4.46 4.46
Share of profit paid, % - - - 70 75
Share price at year-end 91.1 93.1 91.5 1493 1715
Share price, highest for the year 1011 96.0 166.2 191.0 207.0
Share price, lowest for the year 35.06 60.8 88.4 139.8 150.5
Direct yield, % = - - 4.7 4.1
P/E ratio at year-end, multiple 119 127 14.0 14.9 184
Average number of shares after dilution effects® 56,323,372 56,338,824 39,718,604 35,901,487 35,901,487
Number of shares at end of period® 56,416,622 56,416,622 56,416,622 35,901,487 35,901,487
Number of shareholders at year-end 11,728 12,259 12,310 10,707 9,484

1. Source: Modular Finance.
2. For information on financial definitions, refer to page 100.
3. The Board’s proposal for 2020. The dividend for 2016—-2017 is restated with the number of shares outstanding as at December 31, 2019, 56,323,372.
4. No dilution is applicable.
5. The total number of shares amounts to 56,416,622, of which 93,250 are treasury shares at the end of the financial year.
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General

The Board of Directors and CEO of Mekonomen AB (publ.) cor-
porate identity number 556392-1971, hereby submit the Annual
Report and consolidated financial statements for the 2020 financial
year.

The Mekonomen Group operates in the main markets Denmark,
Poland, Sweden and Norway through the business areas FTZ, Inter-
Team, MECA/Mekonomen and Serensen og Balchen.

The Group buys and distributes car-related products through its
own central warehouses, regional warehouses and a broad network
of branches and local warehouses. All of the warehouses and the
majority of the branches are owned by the Group. A smaller num-
ber of branches is operated through part-ownership or franchise
cooperation.

Sales are mainly B2B to affiliated workshops and other corporate
customers. The Group also has attractive concepts under strong
brands to attract car owners to affiliated workshops.

The Group’s workshop concept is operated under the brands:
AutoMester, AlltiBil, BilXtra, CarPeople, Din Bilpartner, Hella Service-
partner, Inter Data Service, MECA Car Service, Mekonomen Bil-
verkstad, MekoPartner, O.K. Serwis and Speedy.

The parent company has its registered office in Stockholm.

The address of the head office is Box 19542, SE-104 32 Stockholm,
Sweden. Street address: Solnavdgen 4, 11th floor. The parent com-
pany’s share is listed on Nasdaq Stockholm, Mid Cap segment. The
three largest owners of the parent company as per December 31,
2020, are: LKQ Corporation with 26.6 per cent, Fjarde AP-fonden
with 8.5 per cent and Didner & Gerge Fonder with 6.7 per cent.

Financial year

2020 was a challenging year marked by intensive work as a result of
the operations being affected by covid-19, a sharp weakening of the
currencies that affect the company and a data breach in the MECA/
Mekonomen business area. The main priority has been to maintain
the health and safety of the company's customers and employees
linked to the pandemic. There has also been a focus on mitigating
the effects on the business by means of strong measures in a num-
ber of areas, as well as strengthening the company's long-term
profitability and market position.

After a stable start to the financial year, the impact of the pan-
demic became more marked in most of our markets. Demand was
significantly affected by the physical restrictions periodically
imposed by local authorities since the outbreak in mid-March and
the majority of our most significant currencies weakened as a result
of the increased uncertainty. The underlying demand for the com-
pany's products and services has been robust, seen over time, and
the company has seen a limited impact as a result of the company's
markets not being fully shut down for extended periods.

At the end of March, the MECA/Mekonomen business area was
the victim of a data breach. The intrusion caused extensive disrup-
tions to the company's IT system and had negative effects on the
business until the summer. The company's insurance cover limited
the financial damage relating to lost income and additional costs.

In the second quarter; a small part of the compensation for the
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data breach was paid out by the insurance company to partially
cover direct costs for IT expertise. During the fourth quarter, the
remainder of the compensation was paid in respect of the loss of
sales suffered by the company.

The company worked intensively during the start of the year to
mitigate the negative short-term effects of the pandemic, including
by introducing structural initiatives to increase profitability over
time. The short-term efficiency and cost-saving measures that were
initiated included reductions in fixed-term employees and consult-
ants, short-term layoffs and reductions in working hours, as well as
reduced marketing activities. The company also negotiated lower
property rents where possible. In order to mitigate the effect of
weakening of the currencies that affect the company the most,
prices in most of the company's markets were adjusted. All in all,
these efforts resulted in increasing profitability during the year.

About a third of these short-term measures are expected to be
made permanent, to increase the company’s long-term profitability.
To the same end, a number of structural initiatives at MECA/
Mekonomen were intensified by closing down unprofitable branches
and workshops.

The work to realize purchasing synergies of SEK 100 M, with full
effect from 2021, that was initiated in connection with the acquisition
of FTZ and Inter-Team, has been completed according to plan. At
the end of the financial year, these have been fully realized, including
volume effects.

The project to merge MECA/Mekonomen’s central warehouses
in Sweden has been completed according to plan.

Net sales decreased by 3 per cent to SEK 11,511 M (11,842),
mainly affected by negative currency effects. Organic growth was
negative at 1 per cent.

The gross margin increased somewhat to 45.1 per cent (44.8).
Mainly as a result of currency-related price adjustments having
compensated for a stronger EUR for most of the year and thus
higher purchase prices as well as lower volume-based supplier
bonuses.

Adjusted EBIT increased to SEK 937 M (874) and adjusted EBIT
margin amounted to 8 per cent (7). EBIT amounted to SEK 738 M
(705) and the EBIT margin amounted to 6 per cent (6). EBIT was
negatively impacted by items affecting comparability and currency
effects.

The total number of branches in the chains at the end of the
period was 475 (469), of which 396 (397) were proprietary
branches. There were a total of 3,568 affiliated workshops (3,564).

Income

Net sales decreased by 3 per cent to SEK 11,511 M (11,842).
Organic growth was negative at 1 per cent. The lower net sales
are mainly due to the effects of covid-19, the data breach suffered
by the business area MECA/Mekonomen in spring 2020 and nega-
tive currency effects. The currency effects have negatively impacted
net sales by 3 per cent or the equivalent of SEK 387 M. During the
full year, there were two more working days in Denmark, Finland
and Sweden and three more working days in Norway and Poland
compared with the preceding year.



Other operating income consists mainly of rental income,
marketing contributions, foreign exchange gains and insurance
compensation related to the data breach.

Adjusted operating profit EBIT

Adjusted EBIT amounted to SEK 937 M (874) and adjusted EBIT
margin amounted to 8 per cent (7). Adjusted EBIT refers to oper-
ating profit, EBIT adjusted for items affecting comparability and
material acquisition related items attributable to depreciation of
acquired intangible assets in respect of acquisitions FTZ, Inter-
Team, MECA and Sgrensen og Balchen.

Operating profit, EBIT

EBIT amounted to SEK 738 M (705) and the EBIT margin
amounted to 6 per cent (6). EBIT has been negatively affected by
items affecting comparability totalling SEK 44 M (—11), related to
structural measures of SEK 50 M in the business area MECA/
Mekonomen, as well as profit on the sale of a property at FTZ
of SEK 6 M.

The structural measures include the disposal of IT systems
related to the consolidation of E-commerce platforms of SEK 10 M,
costs related to the closure of a warehouse in Eskilstuna of SEK 7 M
and costs resulting from the closure of unprofitable branches and
workshops of SEK 33 M. The latter include impairment of leases
of SEK 20 M and impairment of warehouse assets, personnel costs
and disposal of machinery and equipment, as well as loss on the
sale of workshops.

EBIT has been positively affected as a result of government aid
due to covid-19, regarding the reduction of employer's contribu-
tions, support for sick pay and lay-off support and support for
personnel-related costs amounting to a total of SEK 48 M in the
business areas Inter-Team, MECA/Mekonomen, and Sgrensen og
Balchen. Currency effects on the balance sheet negatively impacted
EBIT by SEK 18 M (negative 2). EBIT includes insurance compensa-
tion totalling SEK 63 M, of which SEK 7 M was paid during the sec-
ond quarter for consulting and other additional costs resulting from
the data breach. The remaining SEK 56 M mainly relates to loss of
sales and is recognized as other operating income in the fourth
quarter.

Operating profit (EBIT) 738 705
Costs attributable to restructuring at MECA/

Mekonomen —50 3
Gains from a sale of property FTZ 6 -
Costs related to integration of FTZ and Inter-Team = -14
Impairment of stock of DAB products” — 3
Items affecting comparability, total —44 -1
Other items? —155 -157
Adjusted operating profit (EBIT) 937 874

1. Digital Audio Broadcasting.

2. Other items include material acquisition-related items. Current acquisition-related
items are depreciation of acquired intangible assets related to the acquisitions of
FTZ, Inter-Team, MECA and Serensen og Balchen.

Profit after financial items

Profit after financial items increased to SEK 596 M (555). Net
interest items amounted to SEK =123 M (-=139) and other financial
items amounted to SEK 19 M (-11).

Profit for the year
Profit after tax amounted to SEK 446 M (421). Earnings per share
before and after dilution amounted to SEK 7.67 (7.34).

Seasonal effects

The Group has no actual seasonal effects in its operations. How-
ever, the number of working days affects both sales and profit.
Unusually hot or cold summer or winter weather can also affect
sales.

FTZ business area
The FTZ business area primarily includes wholesale and branch
operations in Denmark.

Net sales were in line with the previous year and amounted to
SEK 3,369 M (3,371). Currency effects had a negative impact on net
sales of SEK 27 M. Organic growth was unchanged. Sales develop-
ment has been relatively stable during the year, despite periodically
lower market activity associated with the increased spread of covid-
19 and restrictions imposed in Denmark. Sales to affiliated work-
shops and larger customers have been good in a generally subdued
market that has been characterized by weak demand for car parts
and workshop services and continued price competition. New car
sales decreased by just over 12 per cent during the year, while sales
of used cars increased by almost 8 per cent.

EBIT increased to SEK 331 M (299) and the EBIT margin in-
creased to 10 per cent (9). Cost savings related to staff and
marketing activities have offset negative volume and mix effects,
as well as lower supplier bonuses. Operating profit was positively
impacted by items affecting comparability of SEK 6 M (negative 9)
regarding sale of a property. The gross margin was stable com-
pared to the previous year, when currency-related price adjust-
ments largely compensated for a weaker customer mix and lower
supplier bonuses. No government relief that affects EBIT has been
used during the financial year.

During the year, there were two more working days in Denmark
compared to the previous year.

The number of branches amounted to 51 (51), of which 51 (51)
were proprietary. There were a total of 930 affiliated workshops
(943).

Inter-Team business area
The Inter-Team business area primarily includes wholesaling and
branch operations in Poland and export operations.

Net sales decreased by 8 per cent to SEK 1,988 M (2,155).
Currency effects had a negative impact on net sales of SEK 85 M.
Organic growth was —5 per cent. Sales on the domestic market
were weak in the second and fourth quarters, as a direct result of
an increased spread of covid-19 and the reintroduction of restric-
tions in Poland, which has been hit hard by the pandemic. Export
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activity has shown positive growth during the year, mainly as a
result of continued good sales to the German market. Continued
price pressure on both the Polish market and the export business
was a characteristic during the year. New car sales have been weak
and decreased by about 20 per cent compared to the previous year.

EBIT increased sharply to SEK 86 M (43) and the EBIT margin
amounted to 4 per cent (2). The increase in profit is mainly an
effect of strong savings measures mainly relating to staff costs and
reduced marketing activities, as well as an increased gross margin.
The gross margin increased as retroactively paid supplier bonuses
together with previously implemented price adjustments compen-
sated for a higher proportion of export sales with lower margins
and negative exchange rate fluctuations. Support for personnel-
related costs from the Polish government has had a positive effect
on EBIT of approximately SEK 14 M during the year.

During the year, there were three more working days in Poland
compared to the previous year.

The number of branches amounted to 82 (82), of which 79 (79)
were proprietary. There were a total of 661 affiliated workshops
(603).

MECA/Mekonomen business area

The MECA/Mekonomen business area primarily includes wholesale,
branch, workshop and fleet operations in Sweden, Norway and
Finland. The business area consists of the operations MECA,
Mekonomen and a number of smaller operations.

Net sales decreased by about 4 per cent and amounted to SEK
5,326 M (5,527), of which sales in the Swedish operations were
SEK 3,225 M (3,404), sales in the Norwegian operations were SEK
2,010 M (2,063) and sales in the Finnish operations were SEK 91 M
(60). Currency effects had a negative impact on net sales of SEK
198 M. Organic growth was —2 per cent. Covid-19, together with
the data breach at the end of March, has had a significant negative
impact on sales for much of the year. Market development has
been relatively stable during the year, despite generally lower activity
associated with the increased spread of infection and restrictions.
Sales growth on the Swedish market has been slightly negative
during the year, partly as a result of the closure of unprofitable
branches and workshops. In the Norwegian business, currency-
related price adjustments together with continued good market
activity have resulted in positive organic growth.

EBIT amounted to SEK 354 M (438) and the EBIT margin amounted
to 6 per cent (8). Profit have been positively impacted by the strong
savings measures implemented during the first part of the financial
year. EBIT has been affected by items affecting comparability total-
ling SEK =50 M (1) during the year, which are attributable to struc-
tural initiatives in the form of the closure of unprofitable branches
and workshops and the merger of the central warehouses in
Sweden. The negative impact on EBIT in connection with the IT
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intrusion has been balanced by insurance compensation of a total
of SEK 63 M, regarding compensation for lost sales. EBIT has also
been positively affected by SEK 31 M through relief in the form of
reductions in employer's contributions, support for sick pay and
layoff support. The gross margin decreased slightly, as currency-
related price adjustments not fully compensated for negative
exchange rate fluctuations and lower supplier bonuses.

There were three more working days in Norway and two more
working days in Sweden and Finland than the previous year.

The number of branches amounted to 277 (271), of which 229
(230) were proprietary. There were a total of 1,724 affiliated
workshops (1,760).

Sorensen og Balchen business area

The Sgrensen og Balchen business area primarily includes whole-
sale and branch operations in Norway. Serensen og Balchen is
the business area in the Group that has the largest share of sales
directly to the consumer and is thereby more exposed to the
higher competition in retailing than the rest of the Group.

Net sales increased by 4 per cent to SEK 791 M (759). Currency
effects had a negative impact on net sales of SEK 77 M. Organic
growth amounted to 13 per cent. Sales have performed positively
to both consumer and business during the year, supported by
currency-related price increases at the beginning of the year. The
business has benefited from a strong do it yourself market and
good market activity, despite periods of increased spread of covid-
19 and wide restrictions in Norway.

EBIT increased to SEK 170 M (121) and the EBIT margin
amounted to 21 per cent (16). Higher sales and strict cost control
have contributed positively to profit growth. The gross margin
increased as currency-related price adjustments more than com-
pensated for a weaker Norwegian krone and thereby higher pur-
chasing costs. No (2) items affecting comparability have affected
profit during the year. Support for personnel-related costs from
the Norwegian government has had a positive effect on EBIT of
approximately SEK 4 M during the year.

During the year, there were three more working days in Norway
compared to the previous year.

The number of branches amounted to 65 (65), of which 37 (37)
were proprietary. There were a total of 253 affiliated workshops
(258).

Acquisitions and start-ups

During the year, the Group acquired six branches in Sweden, of
which one to 75 per cent. Four of these acquired branches were
previously cooperating branches. The Group has acquired 25 per
cent in three previously partly owned branches and a workshop,
these are now wholly owned. The Group has also acquired 35
percent in AlltiBil Véstra Sverige AB, where these are now wholly



owned, as well as additional shares in Mekster AB, where the
total ownership is now 75 per cent. One branch has also been
established in Sweden.

In Norway, the Group acquired seven workshops with the
acquisition of 51 per cent of Tores Auto AS. The Group has also
acquired 25 per cent in a previously partly owned branch in
Norway, after which it is now wholly owned. One workshop
has also been established in Norway.

The acquisitions have only a marginal effect on the Group’s sales
and profit

Investments

Investments in fixed assets amounted to SEK 510 M (457) during
the year, including leases of SEK 358 M (326). Depreciation and
impairment of tangible fixed assets amounted to SEK 606 M (611).
| Company and business acquisitions amounted to SEK 52 M (73),
of which SEK'5 M (8) pertained to an estimated supplementary
purchase consideration. During the year, supplementary purchase
considerations of SEK 2 M (8) were paid.

Acquired assets totalled SEK 33 M (40) and assumed liabilities
SEK 22 M (20). Aside from goodwill, which amounted to SEK 25 M
(35), intangible surplus values of SEK 47 M (17), pertaining to customer
relationships, were identified. Deferred tax liabilities attributable to
acquired intangible fixed assets amounted to SEK 8 M (1).

Acquired non-controlling interests amounted to SEK 11 M (6).
Divested non-controlling interests amounted to SEK — M (7).
Divested business amounted to SEK 1 M (-).

Financial position and cash flow

Cash flow from operating activities amounted to SEK 1,625 M
(1,142). Tax paid amounted to SEK 170 M (226). Cash and cash
equivalents amounted to SEK 420 M (355). The equity/assets ratio
was 38 per cent (34). Calculated without IFRS 16, the equity/assets
ratio was 43 (39) per cent. Long-term interest-bearing liabilities
amounted to SEK 3,911 M (4,655) including long-term lease liabilities
of SEK 1,168 (1,323) M Current interest-bearing liabilities amounted
to SEK 1,043 M (1,204) including current lease liabilities of SEK 432
(457) M.

During the year, cash flow was positively affected by the various
countries’ support regarding offsets, primarily VAT and tax pay-
ments. During the third and fourth quarters, some of the support
used earlier in the year in Norway and Denmark was repaid
according to plan. In total, these deferred VAT, employer contribu-
tion and tax payments amount to approximately SEK 208 M. These
shifts will be repaid over the first two quarters 2021 and will then
have a negative effect on cash flow and the debt/equity ratio.

Net debt amounted to SEK 2,673 M (3,709), which is a decrease
of SEK 1,036 M. The reduction in net debt i were primarily impacted
by operating EBIT, change in working capital, investments and cur-
rency fluctuations. In the first quarter, a planned repayment on

March 31 of EUR 5 M was postponed in agreement with lenders
due to the uncertainty of the impact of the covid-19 pandemic.
This change was announced in a press release on 1 April. Other
installments paid as planned. Mekonomen'’s available cash and un-
utilized credit facilities totaled approximately SEK 1,442 M at the
end of December. The company fulfils all covenants in the loan
agreements as of December 31, 2020.

Employees

Committed managers and employees are a prerequisite for
successful growth and development of our operations. VWe believe
that a clear direction for the Group and clear assignments for

our managers and employees are important conditions for this
commitment. Skills development takes place through internal and
external training and through career and development planning,
with new and more complex tasks in the day-to-day work. A funda-
mental working method within the Group is to encourage internal
recruitment and talent development.

Mekonomen Group’s workplaces shall reflect the diversity
among our customer groups and society at large. Diversity is also
important in order to create renewal and change in a traditional
industry. By having employees and managers with varied experi-
ence and expertise, we improve the possibility of meeting the
customers’ needs. The Group has well-developed HRM (Human
Resource Management) work that includes equal opportunities
plans, action programs against discrimination in the workplace,
clear goals and goal follow-up, reporting and an explicit division of
responsibilities.

Employee surveys, employee interviews and managers' ongoing
dialogue with employees all address issues related to well-being
and working conditions, as well as what opportunities exist for the
individual to influence their work situation. The results of dialogue
are reviewed on an ongoing basis with the aim of implementing
improvements in the operations from an overall perspective to the
individual’s own group/unit. In order to more clearly follow up on
leadership and commitment questions throughout the Group, a joint
annual employee survey for all business areas will be performed
from 2021 onwards.

The number of employees at the end of the year was 5,510
(5,641) and the average number of employees during the year was
4,912 (4953).

Remuneration to senior executives

Guidelines for remuneration to senior executives appear in Note
5. Prior to the Annual General Meeting 2021, a new share-based
long-term program LTIP2021 is proposed, in addition to the exist-
ing share-based program that run in the Group, LTIP2019 and
LTIP2020. No other significant changes are proposed. For more
detailed information, see the corporate governance report on page
39 and the Group's remuneration report at www.mekonomen.com.
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Sensitivity analysis

The Mekonomen Group’s profit are affected by a number of
factors, such as sales volume, currency fluctuations on imported
goods and sales to foreign subsidiaries, margins on purchased
products, and salary changes. Imports mainly take place from
Europe, mainly in the currencies EUR, DKK, SEK and NOK. Purchases
in EUR comprised approximately 45 per cent of the purchased
volumes. The table below shows the currency effects on the net
flow for each currency. NOK impacted internal sales from Bileko
Car Parts AB and from MECA Car Parts AB to each country, as
well as profit for the year in Norway. Refer to Note 36 for more
detailed information on how the Group manages currency risk.

Factors pertaining to profit before tax

Sales volumes +1 52 (53)
Exchange rate fluctuations
NOK +10 66 (73)
EUR +10 —165( 196)
DKK +10 26 (24)
usb +10 -8 (-15)
Gross margin +1 % point 115 (118)
Personnel costs +1 —26 (-27)
Interest? +1 =11 (=21)

1. All things being equal, profit before tax for the 2020 financial year.
2. The effect is based on the Group’s net debt of SEK 2,673 M as per December 31.
2020 adjusted for the interest-rate swap of SEK 1,506 M.

The Group’s currency exposure in the translation of assets and
liabilities in foreign currencies (excluding translation of foreign
subsidiaries and net investments in foreign operations) was mainly
against EUR and NOK. The effects on profit in the translation of
financial assets and liabilities that existed at December 31, 2020
are presented below:

+ If EUR had strengthened by 10 per cent, keeping all other
variables constant, profit before tax would have been negatively
impacted by SEK 35 M (negative 64), largely as a result of losses
in the translation of accounts payable.

+ If NOK had strengthened by 10 per cent, keeping all other
variables constant, profit before tax would have been positively
impacted by SEK 4 M (positive 3), largely as a result of gains in
the translation of accounts receivable.

The above estimated effects as of December 31, 2020 vary from

month to month, depending on the size of the balance-sheet
items at the closing date.
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Risks and uncertainties
The Mekonomen Group's operations, as well as all business activities,
are exposed to a number of external, strategic, operational and
financial risks. Significant identified risks are continuously monitored
and risk mitigation measures are taken to limit the effects. The most
relevant risks for the business and their changes are described in
the Risk and Risk Management section on page 26, as well as in
Note 36 Financial Risks.

During the financial year 2020, the Group's risk profile has pri-
marily changed due to covid-19 and the data breach that affected
the MECA/Mekonomen business area in spring 2020.

Parent Company, Central Functions and Other Items

The parent company’s operations mainly comprise the Group
Management Team and functions that support the work of the
entire Group: finance and controlling, risk management and internal
audit, sustainability, law, business development, communication and
marketing, HR and Operations that include purchasing, product
range, logistics and IT. The parent company’s profit after net finan-
cial items amounted SEK 4 M (=117), excluding dividends of SEK
474 M (332) from subsidiaries. The difference in profit after net
financial items compared to the previous year is largely due to
exchange rate effects on long-term loans, as well as balances in
bank accounts. Average number of employees in the parent com-
pany was 6 (5). During the year, Mekonomen AB sold products and
services to Group companies totalling SEK 43 M (33).

Central functions include Group-wide functions, as well as
Mekonomen AB and the operations in ProMeister Solutions. The
units reported in central functions do not achieve quantitative limits
to be reported separately and the benefit is deemed to be too
limited for the users of the financial statements for them to be
reported as segments. EBIT for central functions amounted to
SEK —49 M (=39).

Other items include acquisition-related items attributable to
Mekonomen AB’s direct acquisitions. Current acquisition-related
items are depreciation of acquired intangible assets related to the
acquisitions of MECA, Serensen og Balchen, FTZ and Inter-Team
in an amount of SEK —155 M (=157) for the full year.

Sustainability reporting and the Sustainability Report

The Group reports its sustainability work annually using the Global
Reporting Initiatives (GRI) Standards core. The 2020 Sustainability
Report also constitutes the Group’s Communication on Progress to
the UN Global Compact. The Group’s 2020 Sustainability Report
was prepared in observance of the requirements in the Annual
Reports Act. The Sustainability Report's scope is presented on
page 96.



Environment

The Mekonomen Group complies with current environmental
legislation, which also means that we apply the precautionary

approach about taking necessary steps to reduce our negative
impact on the environment.

The Group does not conduct any operations that require per-
mits according to the respective national legislation. Operations
requiring permits in the form of car washes are conducted within
the Group. The permits required by the respective authority for
handling certain amounts and types of chemicals and flammable
products are handled by the respective company.

The Mekonomen Group’s largest environmental impact is in the
areas of transports, energy use and chemicals and waste manage-
ment. Our operations have rules and procedures to manage their
environmental impact. For further information on the Group’s
environmental activities, refer to page 22.

Events after the end of the year
The continued spread of covid-19 in our main markets is an uncer-
tainty factor where it is not possible to fully predict the duration or
impact on the company's operations.

As a consequence of the continued uncertainty on our main
markets related to the future impact of covid-19 and as a pre-
cautionary measure, the board has decided not to propose a
dividend for 2020. The board stands by the company's long-term
dividend policy and will reconsider the issue once the situation
has stabilized in all our markets and all factors affecting the use
of cash and cash equivalents have been taken into account.

Mekonomen Group held a capital markets day on February 25,
2021, for analysts, investors and media, at which the company
presented the updated strategy to achieve the long-term financial
targets by 2025.

On March 11, 2021, Mekonomen Group issued a senior unsecured
bond of SEK 1.25 billion, within a framework amount of SEK 2 billion,
maturing March 18, 2026. The bond has an interest rate of 3m Stibor
+250 basis points. The issue attracted strong interest from Nordic
investors and was oversubscribed. The bond proceeds will be used
to refinance existing bank debt and for general corporate purposes.
The bonds will be listed on Nasdaq Stockholm.

On March 17, 2021, Mekonomen Group entered into an agree-
ment of a Revolving Credit Facility (RCF) of SEK 800 million, matur-
ing in March 2024, with a banking group consisting of Nordea, SEB
and Danske Bank. In connection with this, the RCF that was due to
expire in June 2022 was terminated prematurely.

Mekonomen’s Nomination Committee announced in a press
release on March 24, 2021 that before the Annual General Meeting
on May 7, 2021, they propose re-election of the Board members
Eivor Andersson, Kenny Brack, Joseph M. Holsten, Magnus Hakans-
son and Helena Skantorp, as well as new election of Robert Hanser
and Michael Lave. Robert Hanser is proposed to be elected Chair-
man of the Board. The Chairman of the Board, John S. Quinn, and

Board member Arja Taaveniku have informed the Nomination
Committee that they are refraining from re-election at the 2021
Annual General Meeting. Read more about the purposed board
members on www.mekonomen.com.

No other significant events occurred after the end of the financial
year.

Future developments

The Mekonomen Group's business model is solid. The demand for
mobility is timeless and a pillar of society. As vehicle technology
becomes greener and customer behavior changes, new business
opportunities are also created, in which the need for service not
only persists, but also develops. The company has a leading position
in the main markets with the ambition to drive the digital and
sustainable development of the industry.

Through the synergy projects completed in 2020 — the acquisi-
tions of FTZ and Inter-Team and the merger of MECA and
Mekonomen’s central warehouses in Sweden — the Mekonomen
Group is well equipped to continue the company's profitable
journey of growth.

As a result of covid-19, the risk of negative effects remains high.
Based on developments in 2020, the Mekonomen Group assesses
that the pandemic has a limited impact on operations, as long as a
complete shutdown does not occur in society in our main markets
or markets that affect the business, such as suppliers’ markets. The
Mekonomen Group's priority remains to ensure the health and
safety of employees and customers. All activities in the company
are also carefully evaluated from a cost and risk perspective in
order to be able to quickly handle negative financial effects linked
to the pandemic. The Group continues to maintain a focus on in-
creasing profitability, reducing its debts and generating good cash
flows. The Group also intends to continue its efforts to continuously
develop and adapt the business with a wider product range and
services to attract existing and new customer groups.

The share

Share capital and ownership structure

As per December 31, 2020, the share capital of Mekonomen AB
(publ) amounted to SEK 41 M (141) and comprised 56,416,622
shares (56,416,622) at a quotient value of SEK 2.50 per share (2.50).
Each share (excluding treasury shares) carries one vote at the
Annual General Meeting and all shares carry equal entitlement to
a share in the company’s profits and assets. Each shareholder is
entitled to vote for all their shares with no restrictions and the
shares are not included in any transfer restrictions.

Mekonomen AB has 93,250 treasury shares. Treasury shares
do not entitle the holder to dividends or votes. LKQ Corporation
represents 26.6 per cent of the number of votes.

For information about the 15 largest shareholders as per
December 31, 2020, refer to the table on page 31.
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Authorization

The Annual General Meeting on May 7, 2020, resolved to authorize
the board, for the period until the next Annual General Meeting,
on one or more occasions, with or without preferential rights for
shareholders, to make decisions on new share issues of not more
than 5,641,662 shares. At the end of the financial year, no new
shares had been issued under this authorization.

Dividend policy

[t is the board’s intention that Mekonomen AB shall pay dividends
corresponding to not less than 50 per cent of profit after tax.
Decisions on dividend proposals shall take into account the company's
potential acquisition opportunities, financial position, investment
needs and prospects.

Shareholder agreements

As far as the board of Mekonomen AB (publ) is aware, no share-
holder agreements or other agreements between Mekonomen’s
shareholders for joint influence over the company exist. As far as
the board of Mekonomen AB (publ) is aware, nor are there any
agreements or similar that may result in a change in the control
of the company.

Share dividends

The board proposes no dividend for 2020. The Mekonomen
Group has navigated the challenges of 2020 extremely well and
is positioned for future growth, but there is still significant un-
certainty in some of our markets related to the future impact of
covid-19. However, the board stands by the long-term dividend
policy and intends to reinstate dividends in line with the dividend
policy in the future.

The work of the board in 2020

The Annual General Meeting on May 7, 2020, resolved that the
board was to comprise seven ordinary members with no deputy
members. In accordance with the Nomination Committee’s pro-
posal, the Annual General Meeting resolved to re-elect John S.
Quinn (also re-elected as Chair), Helena Skantorp (Executive Vice
Chair), Eivor Andersson, Kenny Brack, Joseph M. Holsten, Magnus
Hakansson and Arja Taaveniku.

During 2020, the board held 18 meetings (32), of which 2 were
independent. The board meetings during the year addressed the
fixed items of each meeting agenda, such as the year-end financial
statement including establishment of dividends, interim reports,
budgets, strategies, business situation, financial reporting, invest-
ments and market development.

The board has established a remuneration committee and an
audit committee. The committees’ work mainly comprises preparing
issues and providing consultation, although the board can delegate
authority to make decisions in specific cases. The members of the
committees and their chairs are appointed at the statutory board
meeting held directly after the election of board members. For
more information, refer to page 43.

38 Mekonomen Group Annual Report 2020

Auditors

The auditors of the company are elected annually at the Annual
General Meeting. According to a resolution of the Annual General
Meeting, auditors’ fees are paid according to approved invoices.
The Group’s auditors report to the board as required, but at
least once a year. The Group'’s external auditors also attend the
meetings of the audit committee.

At the 2020 Annual General Meeting, PricewaterhouseCoopers
AB (PwC) was re-elected as the auditing firm until the 2021 Annual
General Meeting. The chief auditor is authorized public accountant
Linda Corneliusson, who has an organization comprising broad and
specialized competency that is well-suited to the Mekonomen Group’s
operations. PwC has been auditor of the company since 2014.

Proposed appropriation of profit
Parent Company

The following profit is at the disposal of

the Annual General Meeting:

Profit brought forward 5,003,568
Profit for the year 522457
Total 5,526,025
The board proposes that profits

be appropriated as follows:

To be carried forward 5,526,025
Total 5,526,025

For further information regarding the company’s and the Group's
profit and financial position, refer to the following income statement,
balance sheet, cash flow statements and accompanying notes.



CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE

REPORT

Mekonomen Group comprises approximately 200 companies operating primarily in Denmark, Norway,
Poland and Sweden, with a smaller operation in Finland. The Parent Company of the Group is the Swed-
ish public limited liability company Mekonomen AB, whose shares are listed on the Nasdaq Stockholm.

Principles for corporate governance

The Group’s corporate governance concerns how the operations
are governed, managed and controlled in order to create value

for he company’s shareholders and other stakeholders. The aim
of corporate governance is to create the conditions for active and
responsible company bodies, to clarify roles and segregation of
responsibilities and to ensure true and fair reporting and information.

Both internal and external regulations are used as
a foundation for the governance of the Group.

External regulations Internal regulations

Swedish Companies Act Articles of Association
Board’s and committees’

rules of procedure

Annual Accounts Act

Board’s instruction
for the President
Code of Conduct
and Core Values

Other relevant laws

Nasdaq Stockholm AB’s Rule book
for issuers

Swedish Corporate Governance Code
(the Code)

EU Market Abuse Regulation (MAR)

Policies, guidelines
and instructions

Overall Corporate Governance Model

1 Shareholders

5 Remuneration Committee

6 Audit Committee

7 Internal audit

2 Annual General Meeting

4 Board of Directors

Bl President & Group
Management Team

Application of the Swedish Corporate Governance Code
The Group applied the Swedish Corporate Governance Code
(“the Code”) with the following deviation in 2020:

Deviation from the Code (rule 2:4):
According to the Code, a Board member shall not be
the Nomination Committee’s chairman.

Explanation:

Chairman John S. Quinn is also chairman of the Nomination
Committee as it is a natural choice considering the owner-
ship structure of Mekonomen.

— H Sustainability governance
F— [ Investment Committee

& Risk Management and
Compliance Committee

Internal control of financial
reporting
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E Shareholders
The Mekonomen share has been listed on the Nasdaq Stockholm,
Mid Cap segment since May 29, 2000. Share capital amounted to

SEK 141 on December 31, 2020, represented by 56,416,622 shares.

At year-end, Mekonomen AB had 93,250 treasury shares. Treasury
shares do not entitle the holder to dividends or votes. The total

market value for the company on December 31, 2020 amounted to

SEK 5.1 billion, based on the closing price of SEK 91.10. All shares

(excluding treasury shares) provide the same voting rights and equal

rights to the company’s profit and capital. The company’s Articles
of Association do not include any restrictions on how many votes
each shareholder can cast at a General Meeting.

The number of shareholders on December 31, 2020 was 11,728
(12,259). On the same date, the ten largest shareholders controlled
60.0 per cent (63.6) of the capital and voting rights, foreign owners
accounted for 41.4 per cent (42.5) of the capital and voting rights.

Shareholders which directly or indirectly represent at least one-
tenth of the voting rights for all shares in Mekonomen are LKQ
Corporation and subsidiaries, whose shareholding on December

31, 2020 amounted to 26.6 per cent (26.6). For further information

on Mekonomen’s shares and shareholders, see page 30.

General Meeting

The Annual General Meeting is the company’s highest governing
body, at which every shareholder is entitled to participate. The
Annual General Meeting is to be held within six months of the
close of the financial year. The Annual General Meeting approves
the income statement and balance sheet, the appropriation of the
company’s earnings, decides on discharge from liability, elects the
Board of Directors and auditors, and approves fees, addresses
other statutory matters as well as making decisions pertaining to
proposals from the Board and shareholders. The company
announces the date and location of the Annual General Meeting
as soon as the Board has made its decision, but not later than in
connection with the third-quarter report. Information pertaining to
the location and time is available on the company’s website. Share-
holders that are registered in Euroclear’s shareholders register on
the record date and have registered participation in adequate time
are entitled to participate in the Annual General Meeting and vote
according to their shareholdings. All information concerning the
company’s meetings, such as registration, entitlement for items to
be entered in the agenda in the notification and minutes, is available
on the company’s website, mekonomen.com.

[t is the company’s aim that the Annual General Meeting be a
consummate body for shareholders, in accordance with the inten-
tions of the Swedish Companies Act, which is why the objective is
normally that the Board in its entirety, the representative of the
Nomination Committee, the President and CEO, auditors and
other members of the Group Management Team should be pres-
ent at the Meeting. Regarding participation at the 2021 Annual
General Meeting, the Board of Directors has decided to apply
the Collegiate’s special application regulations in connection with
covid-19, which means that the meeting will be conducted via
postal voting without physical participation.

Annual General Meeting 2020

The Annual General Meeting was held in Stockholm on May 7,
2020. The complete minutes of the Annual General Meeting are
available on the company’s website at mekonomen.com. Due to
covid-19, the majority of participants at the 2020 AGM were not
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physically present and participated by postal voting. In brief, the

Annual General Meeting resolved:

* to adopt the income statement and balance sheet, the consoli-
dated income statement and the consolidated balance sheet

* to pay a dividend of SEK O per share to shareholders

* to discharge the members of the Board and the President from
liability

* that the number of members of the Board elected by the Annual
General Meeting be seven with no deputy members

* to pay total Board fees of SEK 2,885,000, of which SEK 620,000
relates to fees to the Chairman of the Board and SEK 400,000
relates to the Executive Vice Chairman, and also SEK 300,000
relates to fees to each of the other Board members elected by
the Annual General Meeting who are not employed by the Group.
Total board fees also includes fees to members of the Board's
committees, paid as follows: SEK 120,000 to the Chairman of
the Audit Committee, SEK 50,000 to each of the other mem-
bers of the Audit Committee, SEK 45,000 to the Chairman of
the Remuneration Committee and SEK 25,000 to each of the
other members of the Remuneration Committee

* to re-elect John S. Quinn as the Chairman of the Board

* to re-elect Board members John S. Quinn, Helena Skantorp,
Eivor Andersson, Kenny Brack, Joseph M. Holsten, Magnus
Hakansson and Arja Taaveniku

+ to re-elect the auditing firm of PricewaterhouseCoopers AB as
the company’s auditor for the period until the close of the 2021
Annual General Meeting

* to adopt the Board’s proposals for guidelines regarding remuner-
ation of senior executives

* to adopt the Board’s proposal to establish a long-term incentive
programme (LTIP 2020) and in conjunction with this to author-
ize the Board to decide on acquisition of own shares and transfer
of own shares

* to adopt the Board’s proposals concerning employees’ acquisi-
tion of shares in subsidiaries

* to adopt authorization for the Board, for the period until the
next Annual General Meeting, on one or more occasions, with
or without preferential rights for shareholders, to make decisions
on new share issues of not more than 5,641,662 shares.

El Nomination Committee

In accordance with the guidelines established at the Annual General
Meeting on May 7, 2020, Mekonomen Group has established a
Nomination Committee comprising four members. The largest
shareholders of the company were contacted by the company’s
Board based on the list of registered shareholders on August 31,
2020 as provided by Euroclear Sweden AB.

The Nomination Committee for the 2021 Annual General
Meeting is comprised of John S. Quinn, LKQ Corporation, Arne
Loow, Fjarde AP-Fonden, Kristian Akesson, Didner & Gerge Fonder
AB and Caroline Sjésten, Swedbank Robur Fonder AB. In accordance
with the guidelines, John S. Quinn has been appointed the Chair-
man of the Nomination Committee (deviation from the Code (rule
2:4). Mekonomen’s Board member, Helena Skantorp, was co-opted
to the Nomination Committee. Fees are not paid to members of
the Nomination Committee.

In accordance with the Swedish Corporate Governance Code,
the Nomination Committee is to have at least three members,
one of whom is to be appointed Chairman. The majority of these
members are to be independent in relation to the company and



company management and at least one of the Nomination Com-
mittee members is to be independent in relation to the company’s
largest shareholders in terms of the number of votes. Mekonomen
Group’s Nomination Committee comprises four members, all of
whom are deemed to be independent in relation to the company
and company management. Mekonomen Group’s Nomination
Committee also meets other independence requirements.
The Nomination Committee’s task is to present proposes to the
Annual General Meeting concerning:
* number of Board members and deputy Board members,
+ the election of the Chairman of the Board and other members
of the company’s Board of Directors,
*+ Board fees and any remuneration for committee work,
* the election and remuneration of auditors, and
+ any changes to the instructions for the Nomination Committee.

Annual General Meeting 2021

The Annual General Meeting will be held on May 7, 2021.
Participation is by postal voting; read more in the notice of
the Annual General Meeting on www.mekonomen.com.

In conjunction with its task, the Nominating Committee is to per-
form the duties incumbent on nomination committees in accord-
ance with the Swedish Corporate Governance Code, and at the
request of the Nomination Committee, the company is to provide
human resources, such as a secretary function for the Committee,
to facilitate its work. If necessary, the company is also to pay rea-
sonable costs for external consultants deemed necessary by the
Nomination Committee for it to perform its duties.

Mekonomen Group has not established any specific age limit for
Board members or time limits pertaining to the length of time
Board members may sit on the Board. Auditors are elected annu-
ally when the matter is submitted to the Annual General Meeting.

B Board of Directors

Size and composition

According to the Articles of Association, the Board of Directors is
to comprise three to seven members and not more than three
deputy members. The company’s Articles of Association have no
specific provisions relating to the appointment and discharge of
Board members or amendments to the Articles of Association.
The Board of Directors is to be elected annually at the Annual
General Meeting. The Board of Directors shall consist of a well
overall mix of the competencies that are important to govern the
company'’s strategic work in a responsible and successful manner.

Overview of all points on the Board’s agenda in 2020"

17 December

 Budget

« Updating policies

« Evaluation of the Board's work

« Internal control, risk and internal
audit

* New financial goals

5 November

« Q3 2020 quarterly report
« Updating policies

BOARD OF

DIRECTORS’
ANNUAL
CYCLE 2020

29 September

« Decision on strategy

20 August
+ Q2 2020 quarterly report

6 February

« Q4 year-end report

« Dividends

« External auditors’ report
« Risk analysis Q4

31 March

«+ Approval of the annual report

* Invitation to Annual General
Meeting

* Proposals to the Annual General
Meeting

6 May
(Board meeting and Statutory Board
meeting)

Board's rules of procedure and instructions
for the President

Committees’ rules of procedure

Election of Vice Chairman

Election of committee members

Company signatories

Financing issues

Covid-19

28 May

« Q12020 quarterly report
« Buyback of own shares

At each ordinary Board meeting, the Group’s position and performance and the outlook for the future were

discussed.

“Extra Board meetings in 2020: 17/3 (covid-19), 30/3 (data breach, covid-19), 7/4 (data breach, covid-19,

financing issues), 15/4 (data breach, covid-19, financing issues), 28/4 (data breach, covid-19, financing issues),

15/5 (covid-19, financing issues), 20/5 (covid-19, financing issues), 9/6 (covid-19, financing issues)
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Examples of such competencies include knowledge of retailing,
the automotive industry, corporate governance, compliance to rules
and regulations, financing and financial analysis as well as remuner-
ation issues. Previous Board experience is another important
competency.

Board members

In the opinion of the Nomination Committee, the Board has a suit-
able composition considering the company’s operations, financial
position, stage of development and circumstances otherwise. An
important starting point for the proposal of Board members was
that the Board’s composition should reflect and provide space for
the different knowledge and experience that the company’s strate-
gic development and governance may demand. The company has

a diversity policy for the Group that includes the company’s Board
and management. The company’s diversity policy, which was pre-
pared in accordance with the Code’s rule 4.1, aims to achieve an
even distribution of people in the company in terms of age, gender,
education and professional background. The diversity policy forms
the basis of the Nomination Committee’s proposal to the Board

at the 2021 Annual General Meeting.

Chairman

The Chairman of the Board, John S. Quinn, is not employed by the
company and does not have any assignments with the company
beyond his chairmanship. It is the opinion of the Board that John S.
Quinn ensures that the Board conducts its assignments efficiently
and also fulfils its duties in accordance with applicable laws and reg-
ulations.

The Board’s working procedures

The Board is responsible for the company’s organization and man-
agement and is to also make decisions pertaining to strategic issues.
During 2020, the Board held 18 meetings (10), of which 2 were
independent. The minutes of the meetings were recorded by the
Board’s secretary, who is the Group’s Director of Legal Affairs and
Sustainability or by the Group’s CFO. As in previous years, for
matters which present a risk of a conflict of interest, independent
board meetings have been held in which the Board members
representing LKQ Cooperation did not participate, and classified
minutes have been recorded for these specific matters.

Relevant meeting documentation was sent to all members prior
to each meeting, which were then held in accordance with the
approved agenda. On occasions, other senior executives partici-
pated in Board Meetings in a reporting capacity, as necessary. No
dissenting opinions to be recorded in the minutes were expressed
at any of the meetings during the year. The Board meetings during
the year addressed the fixed items of each meeting agenda, such
as the year-end financial statement including establishment of
dividends, interim reports, budgets, strategies, business situation,
financial reporting, investments and market development.
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Duties of the Board of Directors

The Board is responsible for ensuring that the company has good
internal control in order to protect the owners’ investment and
the company’s assets. In accordance with the requirements of the
Code, the Board’s aim was to devote particular attention to estab-
lishing overall goals for the operations and decide on strategies by
which to achieve these goals and to continuously evaluate the oper-
ating management, with the aim of ensuring the company’s govern-
ance, management and control. The Board is responsible for ensur-
ing that suitable systems are in place for the monitoring and control
of the company’s operations and the risks to the company associ-
ated with its operations, that control is implemented of compliance
with laws, internal guidelines and other regulations and that the
provision of external information is open, objective and relevant.
The Board reviews all quarterly reports and the annual report
before these are published. The Audit Committee reports to the
Board on matters of internal control, including matters for decision.
Minutes from the Audit Committee’s meetings are available to the
Board members. The tasks of the Board also include establishing
necessary guidelines for the company’s conduct in society with the
aim of securing its long-term value-creating ability.

There are written instructions that regulate the internal rules
of procedure in the Board and the distribution of assignments
between the Board and the President and the CEO, and for the
reporting process. The instructions are reviewed annually and are
primarily: the rules of procedure for the Board'’s work, instructions
for the President and authorization regulations.

The Board evaluates its work every year and it is the duty of the
Chairman of the Board to ensure that evaluation is performed. In
2020, the Chairman organized a written questionnaire for all Board
members. The collective opinion based on the 2020 evaluation is
that the Board's work functioned well and that the Board fulfilled
the Code’s requirements regarding assignment of the Board.

Board Committees

The Board has established a Remuneration Committee and an
Audit Committee. The Committees’ work mainly comprises
preparing issues and providing consultation, although the Board
can delegate authority to make decisions in specific cases. The
members and Chairmen of the Committees are appointed at
the statutory Board meeting held directly after the election of
Board members.

Board remuneration and attendance

Attendance |Attendance at

Attend- | Attendance

ance at | atindepend- at Audit |Remuneration

Total remu- Board ent Board | Committee Committee

neration, SEK | meetings meetings meetings meetings

John S. Quinn 695,000 16/16 - 4/4 5/5
Helena Skéntorp 520,000 16/16 212 4/4 -
Eivor Andersson 345,000 16/16 22 - 5/5
Kenny Brack 300,000 13/16 2/2 - -
Joseph M. Holsten 350,000 13/16 - 4/4 -
Magnus Hakansson 350,000 16/16 2/2 4/4 -
Arja Taaveniku 325,000 16/16 212 - 5/5



H Remuneration Committee

The Remuneration Committee’s tasks are documented in the rules

of procedure for the Remuneration Committee, which are annually

approved by the Board of Directors. The work of the Remuneration

Committee is based on resolutions by the Annual General Meeting

pertaining to guidelines for remuneration of senior executives.

+ The Committee discuss, decide on and present recommendations
on the salaries, other employment terms and incentive programmes
for the company management. However, the Board in its entirety
determines the remuneration and other employment terms for
the President and CEQ.

+ An important issue for the committee during the year has been
to address the new remuneration report.

In 2020, the Remuneration Committee consisted of board members
Eivor Andersson (Chairman), John S. Quinn and Arja Taaveniku.
During 2020 the Remuneration Committee held five meetings.
The respective member’s participation is presented in the table on
page 42. In addition, the company's President and CEO Pehr
Oscarson has been present at five meetings and the company's
CFO has been the committee's secretary during five meetings.

B Audit Committee

The Audit Committee’s tasks are documented in the rules of

procedure for the Audit Committee, which are annually approved

by the Board of Directors. The committee monitors the efficiency
of the internal control regarding the financial reporting presented
by the management with any shortcomings and improvement
measures.

+ The Audit Committee monitors the financial reporting and
ensures its reliability. They monitor the internal and external
audit process, as well as the external auditor’s impartiality and
independence towards the company, including the extent to
which the auditor provides the company services other than
auditing.

+ The Audit Committee's duties include a risk review regarding the
Group's risks regarding the market and competitors, operational
risks and financial risks.

* With regard to financial reporting, the Audit Committee has
a special responsibility to monitor the effectiveness of the
company’