Corporate Governance

in Concentric
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Concentric AB is a publicly traded Swedish limited liability company that was
listed on June 16, 2011. Prior to the listing, the operations were a division in
the Haldex Group — Hydraulic Systems. Corporate governance in Concentric
proceeds from the Swedish Companies Act, other applicable laws and reg-
ulations, NASDAQ OMX Stockholm’s Rule Book for Issuers and the Swedish
Code of Corporate Governance. The basis for good corporate governance at
Concentric is clear goals, strategies and values that are well understood by
the company’s employees.

Foundation for corporate governance within Concentric
Concentric sees good corporate governance, risk management and internal control as key elements in a successful business and to
maintain confidence among customers, shareholders, authorities and other stakeholders.

SHAREHOLDERS FORM THE ANNUAL GENERAL MEETING AND APPOINT THE NOMINATION COMMITTEE
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The Swedish Companies Act, other applicable legislation The Articles of Association, Operating Procedures of the
and regulations for publicly traded companies, NASDAQ Board of Directors, Instructions for the President, the
OMX Stockholm’s Rule Book for Issuers, and the Swedish Communications Policy and the Treasury Policy, a number of
Code. policies and manuals that contain rules as well as recom-

mendations that specify principles and provide guidance for
the Group's operations and employees.

These rules regulate the delegation of responsibility for governance, control and monitoring of operations between the shareholders, the Board of Directors and the CEO.

Shareholders and Annual General Meeting Orkelljunga or Stockholm, Sweden, every calendar year before
The shareholders exercise their influence by participating in the end of June. Extraordinary General Meetings are held when
the Annual General Meeting (and, as the case may be, at extra- necessary. The Annual General Meeting resolves on a number
ordinary General Meetings), which is Concentric’s supreme of issues, such as the Articles of association, the adoption of

decision-making body. The Annual General Meeting is held in the income statement and balance sheet, the appropriation
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of the Company’s profit or loss and the discharge from liability
towards the Company for the Board members and the CEQ,
composition of the nomination Committee, the election of
Board members (including the Chairman of the Board) and
auditor, remuneration to the Board members and the auditor,
principles for remuneration and employment terms for the
CEO and other senior executives and any amendments to the
Articles of Association.

Notice to attend the Annual General Meeting, as well as
Extraordinary General Meetings at which amendments to
the Articles of Association are to be addressed, are issued not
earlier than six weeks and not later than four weeks prior to
the meeting. Notice to attend other Extraordinary General
Meetings is issued not earlier than six weeks and not later than
three weeks prior to the meeting. Notices are published in the
Official Swedish Gazette (Post- och Inrikes Tidningar) and on
the Company’s website. An announcement that notice has
been issued is simultaneously published in Dagens Nyheter.

To be entitled to participate in a General Meeting, share-
holders must be recorded in the share register maintained
by Euroclear Sweden five weekdays prior to the meeting and
provide notification of their intention to attend the meeting
not later than the date stipulated in the notice convening the
meeting. Such date must not be a Sunday, other public holiday,
Saturday, Midsummer Eve, Christmas Eve or New Year's Eve
and must not occur earlier than the fifth weekdays prior to the
meeting.

Shareholders may attend the AGM in person or by proxy
and may be accompanied. Shareholders are able to register for
the AGM in several different ways: by telephone, email or letter.

Shareholders wishing to have an issue brought before the
AGM must submit a written request to that effect to the Board
of Directors. Any such requests must reach the Board of Direc-
tors no later than seven weeks prior to the AGM to ensure that
the issue can be included in the notice.

Nomination Committee

Concentric's Annual General Meeting resolves on principles

for the appointment of members of the Nomination Commit-
tee and the Committee’s work. The Nomination Committee’s
assignment includes the preparation and presentation of
proposals for the election of members of the Board of Directors,
the Chairman of the Board, the Chairman of General Meetings
and auditor as well as proposals regarding the remuneration of
Board members, members of any Board Committees and fees
to the auditor.

The 2013 Annual General Meeting resolved that the Nomi-
nation Committee shall consist of four members, representing
each of the four largest shareholders. The names of these
four members and the shareholders they represent will be
announced via a press release and on Concentric’s web site at
least six months before the Annual General Meeting, based on
the shareholdings immediately prior to such announcement.

The members'term of office will end when a new
Nomination Committee has been appointed. Provided that

the members of the Nomination Committee do not agree
otherwise, the member representing the largest shareholder is
to be appointed chairman of the Committee. If a shareholder
that has appointed a member of the Nomination Committee
during the Committee’s term of assignment no longer is one
of the four largest shareholders, the member representing
such shareholder may be replaced by a representative of the
shareholder that instead has become one of the four largest
shareholders. A shareholder that has appointed a member of
the Nomination Committee may also replace such represent-
ative with a new member. No remuneration is to be paid to
members of the Nomination Committee.

The Nomination Committee’s proposals are presented in
the notice convening the Annual General Meeting and on
Concentric's web site. In conjunction with the issuance of the
notice convening the Annual General Meeting, the Nomination
Committee shall publish on Concentric’s web site a statement
in support of its proposal to the Board. At least one member
of the Nomination Committee shall attend the Annual General
Meeting in order to present and account of the work per-
formed by the Nomination Committee and present and state
the reasons for the Nomination Committee’s proposals.

Board of Directors

Under the Articles of Association, Concentric’s Board shall
consist of not less than three and not more than seven
members elected each year by the Annual General Meeting
for the period up until the next Annual General Meeting.

None of the Group's senior executives or employee repre-
sentatives were members of the Board in 2013. However,
Concentric's CEO participates in Board meetings and the
Group’s CFO serves as the Board's secretary. Other salaried
employees attend Board meetings in connection with the
presentation of particular issues.

Pursuant to requirements of the Code, more than half of the
members of the Board elected by the General Meeting must
be independent of the Company and senior management. This
requirement does not apply to any employee representatives.

A director’s independence is to be determined by a general
assessment of all factors that may give cause to question
the individual's independence of the Company or its senior
management, such as recent employment with the Company
or a closely related company. At least two of the members of
the Board who are independent of the Company and its senior
management are also to be independent in relation to the
Company’s major shareholders.

In order to determine such independence, the extent of
the member’s direct and indirect relationships with major
shareholders is to be taken into consideration. Major share-
holders, as defined in the Code, are shareholders who directly
or indirectly control 10 percent or more of the shares or voting
capital in the Company.



Responsibility and work

The duties of the Board are set forth in the Swedish Companies
Act, the Company’s Articles of Association and the Code. In
addition to this, the work of the Board is guided by Operating
Procedures that the Board adopts every year. The Operating
Procedures govern the division of work and responsibility
among the Board, its Chairman and the CEO. The Board sets
operational goals and strategies and is responsible for the
Group's organization and the management of its affairs,
developing and monitoring the overall strategies, deciding

on major acquisitions, divestments and investments, ongoing
monitoring of operations and adoption of interim and year-end
reports. The Board is also responsible for ongoing evaluation
of management, as well as systems for monitoring and internal
controls of the Group's financial reporting and position. More-
over, the Board ensures that the Company’s external disclo-
sure of information is characterized by openness and that it

is accurate, relevant and clear. During Board meetings, the
following items regularly appear on the agenda: the Group’s
performance and position, the business status, organizational
matters, monthly accounts, external communication, disputes,
acquisitions and divestments, major business agreements,
development projects and investments.

Responsibilities of the Chairman of the Board

The Chairman, in collaboration with the CEO, monitors the
Group's operations and performance, prepares and chairs Board
meetings. The Chairman is also responsible for ensuring that
the Board evaluates its work each year.

CEO and Senior Management

The CEO is responsible for the day-to-day management and
development of the Company in accordance with applicable
legislation and regulations, including the rules of NASDAQ OMX
Stockholm and the Code, and the instructions and strategies
determined by the Board.

The CEO ensures that the Board is provided with objective
and relevant information required in order for the Board to
make well-informed decisions. Furthermore, the CEO monitors
compliance with the targets, policies and strategic plans of
the Company and the Group that have been adopted by the
Board, and is responsible for keeping the Board informed of
the Company’s development between Board meetings.

The CEO leads the work of the senior management team,
which is responsible for overall business development. In
addition to the CEO, the senior management comprises the
CFO, the heads of geographical regions, and the heads of
product engineering and development, a total of six persons
including the CEO.

External audit

The Annual General Meeting elects the external auditor for a
period of one year at a time. The auditor reviews the annual
Report, the accounts, the corporate governance report, as well
as the administration of the Board and the CEO, and follows an

audit schedule set in consultation with the Audit Committee.
In connection with the audit, the auditor shall report its
observations to senior management for reconciliation and
then to the Board. The report to the Board takes place after the
conclusion of the audit of the administration and the review of
the hard close accounts and in conjunction with the adoption
of the Annual Report.

The Board meets with the auditor once a year, where the
auditor reports its observations directly to the Board without
the presence of the CEO and the CFO. Finally, the auditor
attends the Annual General Meeting and briefly describes the
auditing work and the recommendations in the Audit Report.

Steering instruments

External

Steering instruments that form the basis for Corporate Govern-
ance in Concentric primarily include the Swedish Companies
Act, other applicable legislation and regulations for publicly
traded companies, NASDAQ OMX Stockholm’s Rule Book for
Issuers, and the Swedish Code.

Internal

Internal binding steering instruments include the Articles of
Association adopted by the Annual General Meeting, and
documents approved by the Board that include the Operat-
ing Procedures of the Board of Directors, Instructions for the
President, the Communications Policy and the Treasury Policy.
In addition, the Group has a number of policies and manuals
that contain rules as well as recommendations that specify
principles and provide guidance for the Group’s operations
and employees.

Operating Procedures of the Board of Directors

The Operating Procedures regulates the Board of Directors'
internal division of work, the line of decision within the Board
of Directors, the procedural rules for Board meetings and the
duties of the Chairman of the Board. The work of the Board
follows a fixed procedure aimed at ensuring that the Board
of Directors’information requirements are met.

Instructions for the President

The Instructions for the President establishes the boundaries
for the President’s responsibility for the operational adminis-
tration, the forms for reporting to the Board of Directors and
what this shall contain, requirements for internal steering
instruments and matters that require the approval of the Board
of Directors or that notification be provided to the Board of
Directors.
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Corporate Governance at
Concentricin 2013

Concentric ABis a publicly traded Swedish limited liabili-

ty company with its registered office in Skdnes Fagerhult,
Sweden. With no exceptions, Concentric complies with the
Swedish Code of Corporate Governance and hereby submits
its Corporate Governance report for 2013. The report has been
prepared in accordance with the Swedish Companies Act and
the Swedish Code for Corporate Governance and has been
reviewed by the company’s auditors.

Shareholders

Concentric has been listed on the NASDAQ OMX Stockholm
Stock Exchange since June 16, 2011. The share capital in
Concentric AB totals SEK 97.3 MSEK, represented by 44,215,970
shares. Each share carries equal voting right and dividend
rights.

The number of Concentric’s shareholders amounted to
9,661 at year end. Lannebo Fonder represented the largest
owner with about 11.1% of the share capital. Swedish owner-
ship totaled 67% at year end 2013. Information concerning
ownership is updated each month on Concentric's web site,
www.concentricab.com.

Annual General Meeting 2013

Concentric's Annual General Meeting was held in Stockholm
on April 24, 2013. The following board members were elected:
Stefan Charette, Marianne Brismar, Kenth Eriksson, Martin
Skold, Claes Magnus Akesson and Martin Lundstedt. In total,
107 shareholders participated at the Annual General Meeting.
These represented 44.58% of the shares in Concentric.

Resolutions
The minutes of the meeting are available on Concentric’'s web
site, www.concentricab.com. The resolutions passed include
the following:
m The meeting resolved that the Board would comprise
six members with no deputies. Stefan Charette, Marianne
Brismar, Kenth nEriksson, Martin Lundstedt, Martin Skold and
Claes Magnus Akesson were elected for the period until the
Annual General Meeting in 2014.

m It was decided that the registered accounting firm KPMG
AB shall be auditor until the end of the annual general
meeting 2014.

m It was decided that the Chairman of the Board will receive
SEK 400,000, and that other members of the Board of Direc-
tors will receive SEK 200,000 as remuneration for work on the
board. Additional consideration shall be paid with SEK 25,000
to the chairman of the Compensation Committee and the
Chairman of the audit Committee shall receive SEK 50,000.
Fees to the auditor in respect of services performed are
proposed to be paid against approved account.

m A resolution was taken, in accordance with the board's
proposal, on a dividend of SEK 2.50 per share.

m A resolution was taken on a performance based incentive
programme.

m A resolution was taken on directed issue of warrants and
approval of transfer of warrants.

m Aresolution was taken on authorization of the board to
resolve on acquisition and transfer of own shares to partici-
pants in the performance based incentive programme.

Nomination Committee for

the 2014 Annual General Meeting

In accordance with a decision by the 2013 Annual General
Meeting, the four largest shareholders have each appoint-

ed representatives to form the Nomination Committee for

the 2014 Annual General Meeting. Based on the ownership
structure as of September 30, 2013, these shareholders were:
Lannebo Fonder, Creades AB, Svenska Handelsbanken and
Swedbank Robur Fonder. Combined, they represented 32%

of the voting rights in Concentric AB. The shareholders'repre-
sentatives who will comprise members of the 2014 Nomination
Committee are: Goran Espelund (Chairman) of Lannebo Fonder,
Stefan Charette of Creades AB, Frank Larsson of Handelsbanken
Fonder, and Birger Gezelius of Swedbank Robur Fonder.

The composition of the Nomination Committee was dis-
closed through a press release and a posting on Concentric’s
web site, on October 31, 2013. The company’s shareholders
were given the opportunity to submit opinions and proposals
to the Nomination Committee via e-mail to the address speci-
fied on the company’s web site, under the heading Investors—
Corporate Governance — Annual General Meeting.

The Nomination Committee’s work during its mandate
included the following:

m Studied an evaluation of the Board's work.

m Reviewed competence needs and discussed the Board's
composition in the light of Concentric’s strategies.

= Nominated Board members and the Auditor.
m Verified the candidates'independence.

m Presented remuneration proposals for the Board (including
performance based incentive programmes) and the Auditor.

m Reviewed and issued a proposal on the principles for
appointing the Nomination Committee for the 2014 AGM.

Board of Directors

Board of Directors’ Independence

The Board's assessment of the members’independence in
relation to the Company, its senior management and major
shareholders is presented in “Board of Directors”on page 75.
All Board members are considered independent of the
Company, the senior management, and of the Company’s
major shareholders. Consequently, the Company meets the
independence requirements of the Code.



Board activities
The Board of Directors held a statutory meeting immediately
following the Annual General Meeting.
During 2013, the Board of Directors held twelve meetings.
The main issues addressed were:
m Reviewing relevant policies, procedures and instructions
for the group;

m Reviewing interim reports and financial statements for
the group and parent company;

m Reviewing budget and strategic plans, including any
proposals for significant capital investments and/or major
business agreements;

m Reviewing the group’s capital structure and ongoing
financing arrangements;

m Appraising acquisition proposals, including the acquisition
of LICOS Trucktec GmbH; and

m Ongoing monitoring of the group’s operations and evalu-
ation of management.

Auditors

At the 2013 Annual General Meeting, the registered accounting
firm KPMG AB was elected as auditors for the period until the
2014 AGM is held.

Authorized Public Accountant Anders Malmeby was reappoint-
ed the company’s auditor-in-charge.

Anders Malmeby has been an Authorized Public Accountant
since 1986, and is also the elected auditor of the following listed
companies: Boule Diagnostics AB and East Capital Explorer AB.

Anders Malmeby has no other assignments in other com-
panies that are associated with Concentric’s largest owners or
President.

Compensation and Audit Committee tasks
Under the Code and the Swedish Companies Act, the Board
is to establish a Compensation Committee and an Audit
Committee within its own ranks, or, alternatively, the tasks of
such committees should be performed by the entire Board. The
Board of Concentric deemed that up to the 2012 AGM it was
more appropriate for the entire Board to perform said tasks.
In the inaugural Board meeting directly following the 2012
AGM, separate committees were established.

The main tasks undertaken during the separately convened
Compensation Committee meetings were to prepare Board
resolutions on issues concerning principles for remuneration,

remunerations and other terms of employment for the senior
executives, to monitor and evaluate programmes for variable
remuneration for senior executives, and to monitor and evalu-
ate the application of the guidelines for remuneration to senior
executives resolved upon by the Annual General Meeting as
well as remuneration structures and levels. During 2013, there
were three Compensation Committee meetings.

The principal tasks undertaken during the separately
convened Audit Committee meetings were to monitor the
Company’s financial reporting, to monitor the efficiency
of the Company’s internal controls, internal audits and risk
management in respect of the financial reporting, to keep
itself informed regarding audit of the annual report and
group accounts, and to review and monitor the impartiality
and independence of the auditor, paying special attention to
whether the auditor provides the Company with services other
than auditing services. During 2013, there were seven audit
Committee meetings.

Remuneration of the Board of Directors

Fees to the Board members elected by the General Meeting
are resolved upon by the General Meeting after proposals
from the Compensation Committee. The 2013 Annual General
Meeting resolved that fees totaling SEK 1,475,000 will be paid
for the period up until the end of the 2014 Annual General
Meeting and be distributed among the Board members as set
out in the table below. The remuneration to the Board is fixed,
with no variable component.

Guidelines

The terms of employment for senior executives shall consist
of a balanced combination of fixed salary, annual bonus, long-
term incentive programme, pension and other benefits and
terms for dismissal/severance payment.

The total annual monetary remuneration, i.e. fixed salary,
bonus and other long-term monetary remuneration, shall be in
accordance with market practice on the geographical market
where the senior executive operates. The total level of the
compensation will be evaluated annually to ensure that itis in
line with market practice for corresponding positions within
the relevant geographical market.

The remuneration should be based on performance. It
should therefore consist of a combination of fixed salary and
bonus, where the variable remuneration forms a rather sub-
stantial part of the total remuneration.

2013 Meetings attended

Board Board Audit Committee Compensation Committee 2013/14 Board Fees (SEK
Stefan Charette " 12 7 3 400,000
Marianne Brismar 1 - - 200,000
Kenth Eriksson ? 12 - 3 225,000
Martin Skéld 12 - - 200,000
Claes Magnus Akesson ¥ 12 7 - 250,000
Martin Lundstedt 10 - - 200,000

1,475,000

! Chairman

2 Chairman of the Compensation Committee
¥ Chairman of the Audit Committee
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When entering into new pension agreements with senior
executives who are entitled to pension, the pension shall be
based on defined contribution plans in accordance with local
regulations on pension. As a main principal, pension premiums
are based solely on fixed salary. Certain adjustments may occur
in individual cases in accordance with local market practice.

Amounts in Basic salary/ Variable
MSEK Benefitsinkind remuneration Pension Total

President and

CEO

David Woolley 3,066 1,528 336 4,930
Other senior

executives 9,683 2,168 626 12,477
Total 12,749 3,696 962 17,407

For guidelines on remuneration see pages 34-35.

Incentive programme
In order to foster a long-term perspective in the decision-
making and to ensure long term achievement of goals, the
AGM resolved on a long-term incentive programme, LTI 2013.

The programme shall comprise up to 8 senior executives, in-
cluding the CEO, and other key employees within the Concen-
tric Group. In order to participate in LTI 2013, the participants
must make own investments in Concentric shares in the stock
market. Each Concentric share acquired under LTI 2013 will
entitle the participants to two free employee stock options,
where each, after a three year lock-up period, will entitle the
participant to acquire one Concentric share at a price of 56.10
SEK and 84.20 SEK respectively.

For more information about LTI 2013, see note 8 on page 48.

Internal controls

The Board's responsibility for internal controls is regulated by
the Swedish Companies Act, the Swedish Annual Accounts Act
and the Code. Information on the main components of the
Company’s systems for internal controls and risk management
relating to the financial reporting must be disclosed annually
in the Company’s corporate governance report.

The processes for internal control, risk assessment, control
activities and monitoring regarding the financial reporting are
designed to ensure reliable overall financial reporting and ex-
ternal financial statements in accordance with IFRS, applicable
laws and regulations and other requirements for companies
listed on NASDAQ OMX Stockholm. This process involves the
Board, senior management and personnel.

Control environment

The Board has specified a set of instructions and working plans

regarding the roles and responsibilities of the CEO and the

Board. The manner in which the Board monitors and ensures

the quality of the internal controls is documented in the Oper-

ating Procedures of the Board and Concentric’s Treasury Policy.
The Board also has a number of established basic guidelines,

which are important for its work on internal control activities.
This includes monitoring performance against plans and prior
years and overseeing various issues such as the internal audit
and accounting principles applied by the Group. The respon-
sibility for maintaining an effective control environment and
internal control over financial reporting is delegated to the
CEOQ, although the ultimate responsibility rests with the Board.
Other executives at various levels have in turn responsibilities
within their respective areas of operation. Senior management
regularly reports to the Board according to established routines.
Defined responsibilities, instructions, guidelines, manuals and
policies together with laws and regulations form the control
environment. All employees are accountable for compliance
with these guidelines.

Risk assessment and control activities

The Company operates a COSO model (developed by the
Committee of Sponsoring Organization of the Treadway Com-
mission) for the identification and assessment of risks in all areas.
These risks are reviewed regularly by the Board and include both
the risk of losing assets as well as irregularities and fraud. Design-
ing control activities is of particular importance to enable the
Company to prevent and identify shortcomings. Assessing and
controlling risks also involves the management for each report-
ing unit, where monthly business review meetings are held. The
CEQ, the CFO, and local and regional management participate in
the meetings. Minutes are kept for these meetings.

Information and communication

Guidelines and manuals used in the Company’s financial
reporting are communicated to the employees concerned.
There are formal as well as informal information channels to
the senior management and to the Board for information from
the employees identified as significant. Guidelines for external
communication are designed to ensure that the Company
applies the highest standards for providing accurate information
to the financial market.

Evaluation, monitoring and reporting

The Board regularly evaluates the information provided by
senior management. The Board receives regular updates of
the Group's development between its meetings. The Group's
financial position, its strategies and investments are discussed
at every Board meeting.

The Board is also responsible for the follow-up of the
internal control activities. This work includes ensuring that
measures are taken to deal with any inaccuracy and to follow-
up suggestions for actions emerging from the internal and
external audits. The Company operates an annual control self
assessment process for the evaluation of risk management and
internal control activities. This assessment includes scrutinizing
the application of established routines and guidelines. The key
findings from this annual assessment process, together with
the status of any actions regarding the Company's internal
control environment, are reported to the Board. The external
auditor also regularly reports to the Board.



