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Hexagon ABis a Swedish public limited liability company with corporate
registration number556190-4771. Allvalues are expressedin Euros unless
otherwise stated. The Eurois abbreviated EUR, thousands of Euro to KEUR,
millions of Euro to MEUR, billions of Euro to bn EUR and million US dollars
to MUSD. Figuresin parentheses refer to 2020 unless otherwise stated.
Dataon markets and peers represent Hexagon’s own assessments unless
otherwise stated. Assessments are based on most recent available facts
from published sources. While every care has been taken in the translation
of thisannualreport, readers are reminded that the originalannualreport,
signed by the Board of Directors, isin Swedish.

About thisreport

The audited annualaccounts and consolidated accounts
can be found on pages 1420 and 34—74. The corporate
governance report examined by the auditors can be found
on pages 21-27.
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The sustainability report has been reviewed
by the auditors for compliance with the Annual
Accounts Act and can be found on:
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This report contains forward-looking statements based on Hexagon
management’s current expectations. Although management
considers expectations expressed in such future-oriented
information as reasonable, no assurance can be given that these
expectations will prove correct. Consequently, actual future results
candiffer considerably from those implied in the forward-looking
statements as aresult of factors such as changed conditionsin the
economy, market and competition, changesin legalrequirements and
other political measures, fluctuations in exchange rates and other
factors.



Hexagon in brief

Hexagon has long been a leader in delivering smart digital realities that
require real-time and autonomous data capture, analysis and visualisation.
We integrate real-world sensor inputs with software solutions built to
analyse, predict and act to create new and more complete realities

that address uncertainty and enable resilient organisations, teams

and workflows.

Our digital reality solutions enable customers to harness the rapidly
increasing amounts of data, putting it to work to boost efficiency,
productivity, quality and safety across industrial, manufacturing,
infrastructure, public sector and mobility applications. At our very coreis

a powerfulvision of a future where data is fully leveraged so that business,
industry and humanity sustainably thrive. This is our North Star, our guiding
principle: that people and the planet can sustainably thrive only when
industry and business prosper.

Our goal is to empower our customers with the freedom to use data to its
greatest potential—the freedom to innovate, the freedom to thrive, the
freedom to ensure a sustainable planet for future generations.

B North Star:
-— Respect for people,
/ﬁ_ \\ planet and profitability
~—— Vision
)C Afuture where datais fully and autonomously

' leveraged so that business, industry and humanity

7 sustainably thrive
@_f_ Mission
Putting data to work to enable autonomous,

connected ecosystems that boost efficiency,
productivity, quality and safety for our customers



Stability

/|:| 1+ 500 MEUR (2000) to 4.3 bn EUR (2021)

1
/ » More than 22,000 employees across
50 countries

« Increasing role in customers’
businesses

Relevancy

7« Serving manufacturing, infrastructure,
.\ J construction, city services and more
N » Solutions that drive fewerinputs, less

waste and less pollution from efficiency,
productivity, quality and safety gains
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Innovation

O/ » 10-13% of revenues for R&D
\= ) + ~5,000 R&D employees
» Thousands of active patents

« Complementary emerging tech through
acquisitions (170+in 21yrs)

Sustainability

N
1 \ « Committed to driving profitable business
v value that ensures economic growth, but

not at the expense of the planet or people



Corevalues

Profitdriven

We value sustainable profitability,
performance over procedure, setting
measurable goals and working collectively
to achieve our financial targets.

Engaged

We seek personal fulfilment by doing
great work while enjoying what we do.
We lead with a sense of urgency, without
prejudice or politics.

Innovative

We invest heavily ininnovation to meet
our customers’ ever-changing needs, with
laser-like focus on creating sustainable
businesses that benefit humanity.

Entrepreneurial

We're confident we have what it takes
to achieve our ambitious vision. We take
ownership in dreaming big, trying new
things and pushing for progress.

Professional

We are honest professionals who
understand the importance of knowing
our business, leading by example and
demonstrating humility along the way.

Customer focused

We know our customers’ success s
paramountto our own, and we are
dedicated to driving efficiency, productivity
and quality for everyone we serve.
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Business overview

technologies and precise positioning. The sensors are

Customer segment, %

M Surveying, 39
Infrastructure &
construction, 26
Naturalresources, 14
Aerospace & defence, 8
Public safety, 7
Other, 6

Solution examples

Geography, % Sales mix
Software & services

Recurring revenue

Directsales

B Americas, 41
EMEA, 40 Average number of employees

© 9,346

_

Geospatial Enterprise Solutions (GES) includes a world-
leading portfolio of reality-capture sensors — from

laser scanners, airborne cameras and unmanned aerial
vehicles (UAV) to monitoring equipment, mobile mapping

complemented by software to create 3D maps and
models, which are used for decision-making in a range of
software applications, covering areas such as surveying,
construction, public safety, mining and agriculture.

The segment comprises the
following divisions:

» Geosystems

« Safety, Infrastructure &
Geospatial

« Autonomy & Positioning

Laserscanners

Mobile mapping technologies
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Surveying

Precise positioning




Industrial Enterprise Solutions

Industrial Enterprise Solutions (IES) includes aworld-leading  broad software portfolio, encompassing CAD (computer-

portfolio of metrology solutionsincorporating the latest aided design), CAM (computer-aided manufacturing) and

sensor and software technologies for fast and accurate CAE (computer-aided engineering) platforms. Solutions

measurements. These solutions include technologies such within this segmentalsoinclude software for optimising
as coordinate measurement machines (CMM) and laser design, improving productivity and creating and leveraging
trackers and scanners for optimising design, processesand  asset managementinformation through the lifecycle of
throughputin manufacturing facilities. [ESalsoincludes a industrial plants and processing facilities.

Customer segment, % Geography, % Sales mix The segment comprises the
Software & services following divisions:
| i ;

« Manufacturing Intelligence
Recurring revenue
- PPM
Directsales
.
B Electronics & Asia, 39
manufacturing, 34 ®Americas, 32 Average number of employees
Power &energy, 24 EMEA 29’
Automotive, 18 ’
Aerospace & defence, 10 ,
Other, 14
Solution examples

CAD/CAM/CAE software CAD forindustrial facilities Opticalscanners

Industrial metrology software Operations management
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Letter from the President and CEO

Freedomtodoourbestwork

20217 willbe remembered as the year the world began

to regain positive momentum, freeing itself from an
extraordinary period that had held people, industries and
economiesin check. To move beyond the obstacles that
hold us back provides a sense of relief and freedom, and
it’'s something | want to address in this year’s annual letter:
how freedom, data and Hexagon are inextricably linked.

As challenging as the last two years have been, there
exists a completely different yet equally extraordinary
phenomenon that continues to test our agility and speed.
Pundits heralded the |oT, the so-called Internet of Things,
as the next new “thing” that would deliver trillions in value.
The connectivity of billions of devices and absurd amounts
of datawas intended to set us free, enabling us to achieve
our greatest potential.

Instead, the data deluge has us scrambling. We find ourselves
in an overwhelmingly complex situation, determinedly
endeavouring to use data to make businesses run betterand
operate more sustainably. Ironically, as our hunger for data
grows, so does our inability to harness it—impinging on our
freedom and slowing progress across industry.

[tisfor this very reason we chose to make a bold strategic shift
toward empowering an autonomous future a few years ago.
This strategy targets the rapidly widening gap between data
creation and usage, bringing the freedom of to sensor-software
solutions so that datais no longer an obstacle.

We've been connecting sensors to software for years—this
was nothing new. But what was, and stillis, revolutionary is
creating value by empowering customers to leverage this
datain new, world-changing ways—providing the freedom
to do their best work.

Thisis how Hexagon will drive sustainability, growth and
shareholder value for years to come. The freedom that
brings to datais opening new ways to understand the world
and make decisions—creating value for our customers
where they need it most: (1) resilience, (2) innovation and

(3) sustainability.
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Resilience needs freedom from uncertainty
Uncertainty is something we're hardwired to dislike. Yet, it
seems to be the only certain reality we face. With the right
tools and supportsin place, we can emerge stronger when
the unexpected hits.

Hexagon has long been a leader in delivering smartdigital
realities that require real-time and autonomous data
capture, analyses and visualisation. Our solutions integrate
real-world sensorinputs with software systems built to
analyse, predictand act—in real-time and autonomously—
to create new and better realities that address uncertainty
and enable resilient organisations, teams and workflows.

We made six acquisitions in 2021to further strengthen
these capabilities in the areas of manufacturing, industrial
materials tracking, augmented reality applications and
EAM (enterprise asset management).

Innovation needs freedom to accelerate

The ability to fully leverage data changes our thought
processes and approach to innovation. It becomes an
indispensable resource for fostering new value creation
and knowledge.

For example, in June we launched the future of citywide
collaboration and connected data communities with HXxGN
Connect, an SaaS collaboration workspace purposely built
to bridge communication gaps, break down data siloes, and
improve safety and scalability.

HXxGN Connect provides greater freedom for government
agencies and other diverse organisations to coordinate
action forad hoc, routine and emergency situations. Users
canwork with people and information irrespective of
organisational and geographical affiliations or technology
limitations—bridging gaps between vertical sectors,
organisation types and operational functions to drive
safer communities, more effective services and happier
residents.

We have the resources and
ingenuity to drive continued
business value that ensures
economic growth, and not
at the expense of the planet
or people.”



In October, we extended our iconic, award-winning BLK
sensor series with fully autonomous mobile reality capture,
giving our customers greater freedom to capture the world
with precision and simplicity. We introduced the Leica BLK
ARC, anautonomous laser scanning module for robots, and
the Leica BLK2FLY, an autonomous flying laser scanner
with advanced obstacle avoidance.

Both purposefully integrated sensor-software systems
bring autonomous agility and speed to any reality-capture
workflow. They dynamically adjust reality-capture missions
for seemingly limitless business applications—from
as-built site documentation for buildings to monitoring

and situational awareness of remote or hazardous
environments, such as mines, factory floors, off-shore
facilities, fire investigations and more.

Late in 2021, we launched HxGN MineMeasure to put data
toworkin the delivery of high-value ore. MineMeasure
combines blast design software, high-precision drilling,
blast movement monitoring, fragmentation analysis and
enterprise analytics to empower customers with a data-
driven feedback loop calibrated to increase profit from
every blast while minimising ore loss.

Improving ore recovery by just1per centcan mean
millions of dollars for a mine. Not only does MineMeasure
address the small, compounding errors that lead to costly
consequences throughout the notoriously complex
drilland blast cycle, butitalso addresses sustainability
of precious resources—diminishing unintentional loss
(sending ore to a waste dump) and dilution (sending waste
to the mill).

These are just a few of the hundreds of innovations we
launched in 2021.

Sustainability needs freedom to grow and profit
ltwasn’t long ago that growth, profitability and
sustainability were seen as mutually exclusive objectives.
Today, leaders mustachieve all three, and it’s our
ambition to unleash industry transformations that create
unparalleled opportunities to help them succeed.

With solutions that leverage data to free industry to do
what’s right, we create the freedom to grow in a way that

is both sustainable and profitable. For more than two
decades, we’ve contributed to environmental and social
sustainability by improving efficiency, productivity, quality
and safety—the antidotes to waste, pollution, diminishing
margins and increased risk. Through our solutions we
enable factories, cities, industrial facilities, construction
projects and almost any other endeavour to become safer,
more productive, more efficientand more profitable.

But green-tech projects can benefit from many of the
same digital reality solutions, which is why we launched
R-evolutionin early 2021. Founded to accelerate the
transition to a sustainable economy, R-evolution runs
profit-driven investments in green-tech projects where
Hexagon’s technology can be applied. Saving the planetis
the biggest business opportunity of the 21st century, and
R-evolution is Hexagon’s opportunity to motivate action
through profitable change that gives back to the planet.

Out of the gate, R-evolution leveraged multiple Hexagon
technologies to constructand operate cutting-edge solar

farms. Laterin the year, R-evolution began mapping the
threatened seagrass meadows of the Caribbean with our
airborne bathymetric LiDAR technologies—detecting,
mapping and capturing critical details about this vital blue
carbon ecosystem.

Without a doubt, companies that can help the world
achieve its environmental goals must step up to lead. We're
proud to be a sustainability enabler with plans to expand
focus to sustainable agriculture, cleaning up our oceans,
protecting our forests and more.

We're also deeply committed to driving sustainable
outcomes through our actions, supported by the launch

of anew sustainability programme in 2021. It outlines our
key environmental, social and governance (ESG) goals
centred on carbon emissions, supplier audits and diversity.
Itarticulates our ESG targets for 2023 and beyond that
include significant reductions in our carbon footprint,
better management of supply chain risks and improved
gender balance across our leadership team.

We also joined the Responsible Business Alliance (RBA),
the world’s largest industry coalition dedicated to
corporate social responsibility in global supply chains.
Our membership is animportant step towards reaching
our ESG goals, enabling Hexagon to engage with some of
the world’s leading companies to improve working and
environmental conditions across the globe.

Doing well to do good

Tackling climate change is humanity’s defining challenge
in the twenty-first century. The systems that have fuelled
our growth and wellbeing must be transformed. Bottom
line, industry needs to do well to do good. This is our
North Star, our guiding principle: that people and the
planet can sustainably thrive only when industry and
business prosper.

Doing better requires constant, incremental change that
leverages current technologies, improving and innovating
to optimise efficiency, productivity, quality and safety. But
betterisn'tenough.

Itis our commitment to go beyond better, creating
exponential change with disruptive and unconventional
methods that make giant leaps forward. We have the
resources and ingenuity to drive continued business value
that ensures economic growth, and not at the expense of
the planet or people.

| want to thank our shareholders for your continuing
support, confidence and trust. Itis without a doubt that
our passion for an autonomous, sustainable future will
continue to generate the profitable returns you have come
to expect. We can and will continue freeing industry to put
data toworkto grow sustainably, achieve sustainable gains
in performance and build business models that will thrive
into the future.

Our greatest work to accelerate groundbreaking
innovations that simultaneously scale profitability and
sustainability lies ahead.

Ola Rollén

President and Chief Executive Officer
@OlaRollen
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Strategy

Hexagon is committed to
empowering an autonomous future

Hexagon's strategy is focused on the rapidly widening gap between the enormous amounts of
databeing created, and the world’s ability to harness it. Putting data to work to empower an
autonomous, sustainable futureisin our DNA, enabled by five core competencies: (1) Reality
capture (2) Positioning (3) Location Intelligence (4) Design and simulation and (5) . These core
competencies combine in perhaps the most dynamic and powerful use of data in history: The
Smart Digital Reality™. This is what Hexagon aims to deliver with every solution it provides. Itis
Hexagon'’s strategic advantage and the greatest source of value for its customers.

Reality-capture solutions

Hexagon’s reality-capture technologies
enable the digital representation of the
physicalworld — from distance measurements
(point Ato point B) to the capture of physical
world objects (e.g., auto parts) to the creation
of entire real-world environmentsin 3D (e.g.
the complete infrastructure of a city).

Positioning technologies

Hexagon’s positioning technologies enable the secure location, tracking, navigation and/
or control of anything, anywhere. They power intelligent positioning ecosystems in vital
industries and safety-of-life applications.

8 Hexagon Annual Report2021



Location intelligence
capabilities

Hexagon’s location intelligence capabilities
enable active, georeferenced and
situationalintelligence for any application,
providing businesses and governments with
unlimited potential to incorporate high-
definition, real-time, dynamic maps into
their decision support systems.

Design and simulation
capabilities

Hexagon’s design and simulation
capabilities replicate real-world
scenariosinvirtualenvironments — from
manufacturingand assembly processes to
autonomousdriving.

0000800 _

Autonomous capabilities

Hexagon’s autonomous technologies provade thé ability.to autonomlse almost any task
or process in aworkflow to an entire operation ormdustry (e.g., moblllty/transportatlon) e s -

inwhich cars, UAVs, industrial vehicles, trains, vessels and more can operate safely e T ¥ : 3
securely, reliably and efficiently thanks to assured and positioning. e . .:._ i 3
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Strategy

Value-generating customer solutions

Hexagon’s vision, a future where data is fully and autonomously leveraged so that
businesses, industry and humanity sustainably thrive, drives the company’s strategic
decision-making process. Customers are increasingly demanding autonomous sensor-
software systems with tighter integration between reality-capture devices and the
accompanying software built to visualise, analyse, predict and act — all in real-time and
autonomously. Itis for thisreason the Smart Digital Reality is becoming increasingly vital

for the future of business.

Automated processes are ideal for a predictable world. But
the worldis rarely predictable. Transformationis coming to
every existing industry sector, which will require a shift from
automationto.Intoday’s automated and hyperconnected
world there’s so much data being created that most of it sits
unused, unconnected and underleveraged. enables industry
to putall of it to work, giving customers the advantage to
shape unpredictability to their benefit — where they can be
proactive, predictive and even preventative.

Machines with limited automated functions today will
become capable of dealing with dynamic, real-world
situations - intelligently and autonomously. will be
introduced to tasks, work processes, entire operations and
industries. Solutions that supportincreasingly connected
and autonomous ecosystems will dwarfand leverage the
impact of recent disruptions like the Internet of Things and
Big Data.

1. Smart Digital Realities

ASmart Digital Reality™ provides a platform to extract
data’s full potential, enabling organisations, industries
and the planet to sustainably thrive. It reimagines the
concept of feedback loops, treating the physical and digital
worlds as one, where all datais available, live, in context
andin one place—providing complete line-of-sight to ever-
changing situations. Itis workflow-driven, bringing speed
and agility to any process by serving up the rightdatain
theright place at the right time—to humans or machines.
Itisreal-time and autonomous, ensuring the most up-to-
date information with artificialintelligence and machine
learning capabilities to reduce, or even eliminate, human
intervention in decision-making.

In summary, smart digital realities integrate real-world
sensorinputs with software systems built to visualise,
analyse, predict and act—in real-time and autonomously—
to create new and better realities that address uncertainty
and enable resilient organisations, teams and workflows.
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2.Technology leadership

Hexagon has a strong focus on R&D, with annual
investments of about10-13 per cent of net sales. Hexagon
has around 5,000 employees working in R&D, with
approximately 4,000 active patents. Every development
projectis based onanidentified business case with clearly
defined technical, commercial and financial targets.

One of the key innovation strategies across Hexagon is
Xalt, a proprietary technology platform used exclusively
across Hexagon’s solutions to accelerate the ability to
harness and extract data’s full potential. Xalt integrates
the unlimited data inputs coming from all Hexagon’s
sensors, erasing interoperability barriers, turning data
into visualisation for faster insights and unleashing Al
capabilities to put data to work autonomously.

Hexagon’s R&D investmentsin 2021amounted to 566.5
MEUR (507.3), corresponding to 13 per cent (13) of net sales.
Under IFRS accounting standards, development expenses
are capitalised if they pertain to new products, the cost

is significantand the productis believed to have major
earnings potential.

3.Value-generating acquisitions

Acquisitions play avitalrole in strengthening Hexagon’s
solutions portfolio and accelerating the growth strategy.
Over the past 21years, Hexagon has completed more
than 170 acquisitions to fill portfolio gaps, augment R&D
roadmaps, add domain expertise and deliver on strategic
priorities.

Acquisition candidates are regularly monitored and
evaluated in terms of market position, customer
reputation as well as growth and profitability potential.

In the future, Hexagon expects acquired companies to
add approximately 3-5 per cent to annual growth with an
incremental operating margin above group average levels.

Read about acquisitionson page70.->
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4. Creating opportunities for sustainable growth
Cutting-edge technology has always set Hexagon apart
fromits peers, creating relevancy and opportunities for
sustainable growth. The development of industry-specific
software solutions to augmentits leadership in reality
capture and positioning devices requires sophisticated
visualisation capabilities that speed understanding and aid
decision-making. As autonomous processes become more
sophisticated and robots play a bigger role inindustry and
everyday life, visualisation and perception tools will become
even more crucial, aiding the creation and adaptation of
robot behaviours. Hexagon is poised to meet these needs
through HxDR, a powerful cloud storage, collaboration

and visualisation platform that can seamlessly ingest

and visualise any type of reality-capture data. HXDR
addresses the growing need for simple-to-create yet highly
sophisticated and accurate visualisations of reality-capture
data for limitless applications, keeping Hexagon future-
proofed and relevant for many years to come.

Advanced
visualisation @

| Artificial
intelligence

=

5. Sustainability

The Hexagon story is about customers doing well, and

how doing well will lead to doing good things for the
planet. Efficiency, productivity, quality and safety, are the
antidotes to a planet under siege—helping to minimise
waste, pollution, cost and risk. Hexagon’s solutions
empower customers to turn data into a sustainable,
competitive advantage, and to make factories more
productive, cities safer, industrial facilities more efficient
and construction projects more profitable. To further
drive its sustainability mission, Hexagon launched a
sustainability programme and R-evolution in early 2021.
R-evolutionis a business venture focused on accelerating
the world’s transition to a sustainable economy by running
profit-driven investmentsin green-tech projects where
Hexagon’s technology can be applied. Today and beyond,
Hexagon is committed to ensuring continued sustainability
contributions atan increasingly faster pace. Hexagon will
drive sustainability, growth and shareholder value wellinto
the future by providing businesses and industry with the
freedom to do good by doing well.

Hexagon Annual Report 2021 "




Financial plan for continued

profitable growth

Hexagon launched a new financial plan and growth strategy during its Capital Markets Day 2021.

8-12°o

5-7

Average organic
growth peryear

Average total
growth peryear

3-5%

Average growth
from M&A per year

>3 0

Adjusted operating margin

The financial targets are to reach annual average sales
growth of 8-12 per cent between 2022-2026 and an
adjusted operating margin (EBIT1) of over 30 per cent by
2026. The margin targetincludes amortisation of surplus
values (PPA). The targeted sales growthis driven by a
combination of 5-7 per cent organic growth per year and
3-5 per cent structural growth per year from acquisitions.

The targets will be reached through a continued focus on
innovation and customer-centric solutions to further sales
growth, margins and recurring revenues.

Continued growth

Hexagon’s growth strategy is focused on using technology
andinnovative leadership to grow organically and through
acquisitions, with a focus on customer-centric solutions.
Totalaverage annual growthis estimated at 8-12, with
variation expected between the years. Organic growth,
whichisestimated at 5-7 per centannually, relatesin part to
GDP-driven growth from existing solutions, butis primarily
expected to come from increasing revenues from new
solutions. Anincrease inrecurring revenue is expected
through more focus on customer-centric solutionsand an
increase in revenue coming from software. Acquisition-related
growth is estimated at approximately 3-5 per centannually.

Proven ability to deliver marginimprovements
Hexagon has proven its ability to steadily deliver enhanced
margins. Since 2011, the operating margin (EBIT1) has
increased by 7 percentage points. The ambitious operating
margin of more than 30 per cent by 2026 will continue to
be strengthened by changes to the sales mix — where
software and new product generations account for a
greater share of sales. The targetis that organic growth
will contribute with anincremental margin of 35-40 per
cent. At the same time, the cost structure will continue

to change. Investments in R&D will continue in order to
meet the demand of a more solution-centric business.
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This will trigger investmentsin sales resources while
reducing administrative costs, which are non-accretive
to profitability.

The target toimprove profitability will be achieved through a
higher proportion of sales from new high-margin applications
and software, with a high recurring revenue percentage.
Thereisalsoastrong focus on further generatingand
utilising synergies. The shift toward a higher proportion of
software-and solution-selling has improved the operating
margin butalso resulted in changes to the cost structure.
Hexagon now has lower costs for goods sold, but higher R&D
and amortisation costs.

Development during financial plan 2017-2021

The previous financial plan was to reach an annual average
growth rate of 8-10 per cent per year, of which organic growth
was estimated tobe 5 per cent, 3-5 per centwas tocome
from M&A and the FX effect was assumed to be neutral. This
would correspond to revenues of between 4.6-5.1bn EUR
and an operating margin of 27-28 percent. During this period,
Hexagon was negatively impacted by FX by -1 per centand
averaged 7 per centtotal growth, 4 per cent organic growth
and 4 per cent structural growth. In2021Hexagon achieved
sales of 4.3bn EUR and an operating margin (including
amortisation of surplus values) of 28 per cent. In October
Hexagon made a transformative acquisition with the carve-
outof Infor's EAM-business. Including full year pro-forma
EAM revenues, Hexagon would have reached the sales goal of
4.6bn EUR.

EB\T margin Revenue

27-28°o 4 6-51

bn EUR




Other targets

Hexagon targets the efficient use of capitalin order to generate a strong cash flow,
reach a sound equity ratio and achieve a balanced debt structure while generating

value for shareholders.

Strong cash

flow generation

Astrong cash flowis
necessary to finance
investments, settle interest
ondebtsand pay dividends

to shareholders. Hexagon’s
cash conversion, i.e., the ratio
atwhich profits are converted
into cash, has averaged 86 per
centsince 2013 and was 91 per
cent (117) for 2021.

Hexagon'stargetistoreacha
cash conversion of 80-90 per
cent. Cash flow from operating
activities, excluding non-
recurring items, amounted to
1,351.4 MEUR (1,374.5).

Cash flow, MEUR
1,375 1,351

1104
907 944

Efficientuse of

operating capital

Hexagon seeks to minimise
working capitalandin recent
years, the ratio of working
capitalto sales hasaveraged
lessthan15 per cent. The ratio of
working capital to salesin 2021
amounted to 6 per cent (5).

The downward trend of working
capitalasapercentage of sales
results from a business model
shift towards more software-
centric solutions. Hexagon’s
overalllong-term objectiveis
toincrease earnings per share
by atleast 15 per centannually
andtoachieveareturnon
capitalemployed exceeding

15 percentoverabusiness
cycle, including goodwill from
acquisitions. Return on average
capitalemployed, excluding
non-recurring items, was13.5
percent(11.7)in 2021.

Working capitalto sales,

7 18 19 20 21

Return on capital
employed, %

14

13 13 13

12

7 18 19 20 21

Environmental targets

Hexagon has a goal to become carbon neutralinits scope
Tand 2 emissions by 2030, and to become carbon neutral
inits whole value chain (scope 1,2 and 3) by 2050. Hexagon
has a target to conduct sustainability supplier audits on
100 percentofitsdirect suppliersin risk areas by 2023.
Hexagon targets to achieve at least 30 per centwomenin
leading positions by 2025.

Sound equity ratio and
balanced debt structure
Asound equity ratioand
balanced leverage are
requirements for financing
acquisitions by loans. Hexagon
targetsanequity ratioof at
least 25 per centand hasthe
ambition to have anetdebt to
EBITDA ratio of 2.5x or below.
The equity ratioamounted to 62
per cent (56) and the net debt
to EBITDA ratioamounted to
1.4x(1.7) at year-end 2021. Debt
capital marketsaccount for
78 per cent (90) of Hexagon’s
financing, while bank loans
make up the remainder.

Equityratio, %

Hexagon’s net financial
expense amounted to -26.2
MEUR (-27.4) in 2021. The
average interestrate onthe
Group’s short-and long-term
loans was 0.6 per cent (1.0) at
year-end 2021.

Dividend policy

Hexagon’s dividend policy is Cash dividend per share,
to distribute 25-35 per cent of EUR

net earnings after tax. 017

Adividend of 0.65 EUR per
share for the fiscal year 2020
was distributed during 2021
(pre share split).

0.09 0.09
0.08 0.08

The Board of Directors
proposes adividend of
0.1 EUR per share (0.09)
for the fiscal year 2021,

17 18 9 20 21

corresponding to 36 per cent
of net earnings after tax.

1) According to the Board of
Directors’proposal
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Board of Directors’report

The Board of Directors and the President of Hexagon AB hereby submit their annual
report for the year of operation 1January 2021to 31 December 2021. Hexagon AB is a
public limited liability company with its registered office in Stockholm, Sweden and its

corporate registration numberis 556190-4771.

Operating structure

Hexagon’s business activities are conducted through
more than 300 operating companies in about 50 countries
worldwide. The Presidentand CEO is responsible for daily
managementand decision-making together with the
other members of Hexagon Group Management, including
the chief financial officer, the chief strategy officer, the
general counsel, the chief marketing officer, the chief
operating officer, the chief technology officer, the head

Hexagon’s reporting structure

of sustainability & investor relations and the divisional
presidents.

Hexagon’s Group functions consist of Finance (group
accounting, treasury and tax), Operations, Business and
Technology development (Innovation Hub), Legal, Strategy,
Marketing, Sustainability and Investor Relations.

Risks are managed by each relevant function. For more
information about managing risks see page 34.

Hexagon

Group functions serving both:

Hexagon’s reporting structure is divided into Geospatial Enterprise Solutions and Industrial Enterprise Solutions as follows, with

Geospatial Enterprise Solutions
The business area comprises
the following divisions:

« Finance

« Operations

+ Geosystems « Innovation

Hub
« Sustainability

- Safety, Infrastructure &
Geospatial

« Autonomy & Positioning

Group functions

Important events 2021

Q1
Hexagon acquired Mecadat, a distributor of CAD and CAM
software

Hexagon announced new sustainability targets to further
its ESG agenda

Hexagon launched R-evolution, a new business venture
focused on asustainable future

Q2
Hexagon acquired CADLM, a provider of CAD software

Hexagon introduced HXGN Connect, an SaaS workspace
enabling seamless, citywide collaboration, planning and
response

Hexagon resolved on a share split (7:1)
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Industrial Enterprise Solutions
« Legal The business area comprises
- Marketing the following divisions:
. Strategy « Manufacturing Intelligence
« Investor « PPM
Relations
Q3

Hexagon acquired ZGTech, a provider of metrology-grade
3D scanners

Hexagon acquired Immersal Oy, a provider of spatial
mapping and visual positioning solutions

Hexagon introduces the autonomous reality-capture
solutions Leica BLKARC and Leica BLK2FLY

Hexagon held a virtual Capital Markets Day where a new
financial plan was introduced

Q4
Hexagon acquired Infor’s EAM business, a provider of EAM
software

Hexagon acquired Jovix, a provider of material-tracking
software

Hexagon held an Extraordinary General Meeting where it
was resolved to amend the Articles of Associations and raise
the number of allowed directors of the Board from eight to ten



2021in brief

» Operating net salesincreased by 15 per centto 4,347.4 MEUR
(8,770.5). Using fixed exchange rates and a comparable group
structure (organic growth), net salesincreased by 12 per cent

» Adjusted operating earnings (EBIT1) increased by 26 per cent to
1,269.6 MEUR (1,009.5)

» Earnings before tax, excluding adjustments, amounted to 1,243.4
MEUR (982.1)

» Netearnings, excluding adjustments, amounted t01,018.0 MEUR
(805.3)

« Earnings per share, excluding adjustments, increased by 28 per
centto 38.8 Eurocent(31.0)

« Operating cash flow decreased by 2 per cent to 904.2 MEUR (920.7)

Key figures' 2021 2020 A%
Operating net sales 4.347.4 3,770.5 122
Revenue adjustment?® -6.3 -61  n.a.
Net sales 4,3411 3,764.4 122
Adjusted operating earnings

(EBITT) 1,269.6 1,009.5 26
Adjusted operating margin 29.2 26.8 2.4
Earnings before taxes excl.

adjustments 1,243.4 9821 27
Adjustments (before taxes)* -269.8 2225 n.a.
Earnings before taxes 983.6 759.6 29
Net earnings 810.0 6247 30
Earnings per share, Euro cent 30.8 24.0 28
Operating cash flow 904.2 920.7 -1.8
Returnon equity, % 11.6 101 1.5
Returnon capitalemployed, % 13.5 n7 18
Share price, SEK® 143.65 749.80 n.a.
Net debt 2,640.8 2,376.9 6.9
Average number of employees 21,291 20,343 4.7

1) Allfigures are in MEUR unless otherwise stated

2) Adjusted to fixed exchange rates and a comparable group structure, i.e.
organic growth

3) Reduction of acquired deferred revenue (haircut) related to acquisitions

4) See more information on page 57

5) The share price for 2021 reflects the share split 7:1, historic data has not
been restated

Adjusted
operating margin

29%

Organic growth

12

Operating net sales, MEUR
Adjusted operating margin, %
4,347

Earnings per share, EUR

30.8
28.9

3.761 3 9083 770"

7 18 19 20 21 7 18 19 20 21
1) Operating net sales
Salesbridge’
Organic growth,
+12% 4,347.4
Structure,  Currency,
+5% 1%
3,770.5 [ |
.| —
2020 2021

1) Operating net sales from completed acquisitions and divestments
during the year are recognised as “Structure”. Percentages are
rounded to the nearest whole per cent

Five-year overview

MEUR 2021 2020 20192 2018 2017
Operating net sales 4,347 4 3,770.5 3,907.7 3,760.7 3,470.8
Revenue adjustment’ 6.3 -6.1 - - -22.4
Netsales 4,341 3,764.4 3,907.7 3,760.7 3,448.1
Adjusted operating earnings (EBIT1) 1,269.6 1,009.5 1,023.6 978.0 877.7
Adjusted operating margin, % 29.2 26.8 26.2 26.0 25.5
Earnings before taxes excluding adjustments 1,248.4 98211 996.7 955.2 855.0
Adjustments -259.8 -222.5 -131.4 -52.9 -118.1
Earnings before taxes 983.6 759.6 865.3 902.3 736.9
Netearnings 810.0 624.7 708.6 7381 671.2
Earnings per share, Euro cent 30.8 24.0 27.4 28.9 26.3

1) Reduction of acquired deferred revenue (haircut) related to acquisitions
2)IFRS 16 Leases was applied from 2019 without restating comparable numbers
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Netsales

Operating net sales amounted to 4,347.4 MEUR (3,770.5).
Using fixed exchange rates and a comparable group
structure (organic growth), sales increased by 12 per cent.

Market demand

Regionally, organic growth was 14 per centin Asia, 14 per cent
in EMEAand 9 percentin Americas. Operating net sales in Asia
amountedto1,237.8 MEUR (1,073.1), representing 28 per cent
(28) of Group sales. China recorded strong growth throughout
the year, driven by continued strength across most verticals.
Therestof Asiareported moderate growth, hampered by
weaknessin power and energy and aerospace and defence.

Operating net salesin EMEA amounted to 1,602.3 MEUR
(1,374.9), representing 37 per cent (37) of Group sales.
Western Europe recovered strongly after a year that was
significantly hampered by the Covid-19 pandemic related
shutdowns. The region benefited from solid demand in all
key verticals, including infrastructure and construction,
surveying and automotive.

Operating net salesin the Americas amounted to 1,507.4
MEUR (1,322.6), representing 35 per cent (35) of Group
sales. North America also recovered strongly, driven

by good demand in the surveying, automotive and
infrastructure and construction markets, but hampered
by weakness in defence. South Americarecorded strong
growth throughout the year, driven by a solid development
in mining and agriculture.

Geospatial Enterprise Solutions

Geospatial Enterprise Solutions (GES) operating net sales
amountedto 2,201.4 MEUR (1,934.0). Using fixed exchange
rates and a comparable group structure (organic growth), net
salesincreased by 13 per cent. Regionally, organic growth
was 17 per centin EMEA, 14 per centin Asiaand 9 per cent

in the Americas. Geosystems recorded 19 per cent organic
growth, driven by a strong recovery across all key industries
after ayear hampered by the Covid-19 pandemic. Safety,
Infrastructure & Geospatialrecorded -3 per cent organic
growth, hampered by weakness in defence, but continued
to see good growth in public safety. Autonomy & Positioning
recorded 8 per cent organic growth, positively impacted

by strong demand in precision agriculture markets, but
adversely impacted by weaker demand in defence.

Industrial Enterprise Solutions

Industrial Enterprise Solutions (IES) operating net sales
amountedto 2,146.0 MEUR (1,836.5). Using fixed exchange
rates and a comparable group structure (organic growth),
netsalesincreased by 11 per cent. Regionally, organic growth
was 14 per centin Asia, 9 per centin the Americas and 9 per
centin EMEA. Manufacturing Intelligence recorded15 per
centorganic growth, driven by a strong recovery following
the Covid-19 pandemic, especially in electronics, automotive
and manufacturing. The software portfolio grew strongly
throughout the year. PPM recorded 1 per cent organic growth,
hampered by continued weaknessin oiland gas markets,
however, the AIM (asset information management) software

Geospatial Enterprise Solutions

Adjusted operating
Operating net sales, MEUR margin, %

2,201 311

1,934 1,934
0 o5 4 26.4 26.6

7 8 19 20 21 7 18 19 20 21

Customer segment, % Geography, %

B Surveying, 39
Infrastructure & construction, 26
Naturalresources, 14
Aerospace & defence, 8
Public safety, 7
Other, 6

B Americas, 41
EMEA, 40
Asia, 19

Industrial Enterprise Solutions

Adjusted operating

Operating net sales, MEUR margin, %

2,146 28.4

1,941 1,974 26.5 26.9 271 265
: 1,837

1,764

17 18 19 20 21 17 18 19 20 21
1) Numbers for 2018 has not been restated according to IFRS16

Customer segment, % Geography, %

B Electronics & manufacturing, 34 Asia, 39
Power &energy, 24 HAmericas, 32
Automotive, 18 EMEA, 29

Aerospace & defence, 10
Other, 14
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andthe AEC (architecture, engineering and construction)
design software portfolios recorded strong growth.

Adjusted operating earnings

Adjusted operating earnings (EBITDA) increased by 17 per
centto1,654.1MEUR (1,411.6), corresponding to an adjusted
EBITDA margin of 38.0 per cent (37.4).Adjusted operating
earnings (EBIT1), increased by 26 per cent to1,269.6 MEUR
(1,009.5), corresponding to an adjusted operating margin
(EBIT1 margin) of 29.2 per cent (26.8).

Adjusted operating earnings (EBIT1) for Geospatial Enterprise
Solutionsincreased to 684.7 MEUR (537.8), corresponding to
an adjusted operating margin of 31.1per cent (27.8). Adjusted
operating earnings (EBIT1) for Industrial Enterprise Solutions
increased to 609.1 MEUR (487.5), corresponding to an
adjusted operating margin of 28.4 per cent (26.5).

Segments

Operating Adjusted operating

netsales earnings (EBIT1)
MEUR 2021 2020 2021 2020
Geospatial Enterprise Solutions  2,201.4 1,934.0 684.7 5378
Industrial Enterprise Solutions  2,146.0 1,836.5 609.1 4875
Group cost - -24.2 -15.8
Total 4,347.4 3,770.5 1,269.6 1,009.5

Adjusted gross earnings

Adjusted gross earnings amounted to 2,806.8 MEUR
(2,398.7). The adjusted gross margin was 64.6 per cent
(63.6).

Financialincome and expenses
The financial netamounted to -26.2 MEUR (-27.4) in 2021.

Adjustments

During 2021 adjustments amounted to -259.8 MEUR
(-222.5). Adjustments consist of share-based program
expenses (LTIP) amortisation of surplus values (PPA),
acquired deferred revenue and non-recurring items
related to transaction and integration costs and non-cash
impairments of overlapping technologies associated with
the acquisition of Infor’s EAM business.

Earnings before tax

Earnings before tax, excluding adjustments, amounted
t01,243.4 MEUR (982.1). Including adjustments, earnings
before tax were 983.6 MEUR (759.6).

Effective taxrate

Hexagon’s tax expense for the year totalled -173.6 MEUR
(-134.9), corresponding to an effective tax rate of 17.6 per
cent (17.8). The tax rate, excluding adjustments, was 18.0
per cent (18.0) for 2021.

Non-controlling interest
The non-controlling interest’s share of netearnings was
8.4 MEUR (6.6).

Net earnings
Net earnings, excluding adjustments, amounted to 1,018.0
MEUR (805.3) or 38.8 Euro cent per share (31.0).

Net earnings, including adjustments, amounted to 810.0
MEUR (624.7) or 30.8 Euro cent per share (24.0).

Cash flow

Cash flow from operations before changes in working
capitaland non-recurring items amounted to 1,372.8 MEUR
(1,163.2), corresponding to 52.8 Euro cent per share (44.8).
Including changesin working capital, but excluding non-
recurring items, cash flow from operations was 1,351.4
MEUR (1,374.5), corresponding to 52.0 Euro cent per share
(53.4). Cash flow from other investment activities was
-746.7 MEUR (-795.0). Cash flow after otherinvestments
amounted to157.5 MEUR (125.7). The change in borrowings
was 219.9 MEUR (92.7). Cash dividends to the Parent
Company shareholders amounted to -238.4 MEUR (-227.9),
corresponding to 0.09 EUR per share (0.09).

Profitability

Capitalemployed, defined as total assets less non-
interest bearing liabilities, increased to 11,777.6 MEUR
(8,722.5). Return on average capital employed, excluding
adjustments, for the last 12 months was 13.5 per cent (11.7).
Return on average shareholders’ equity for the last 12
months was 11.6 per cent (10.1). The capital turnover rate
was 0.5 times (0.5).

Financing and financial position

Shareholders’ equity, including non-controlling interest,
increased to 8,764.7 MEUR (5,949.2). The equity ratio
increased to 62.2 per cent (55.6).

Following a refinancing in 2021, Hexagon’s main sources of
financing consist of:

1. Amulticurrency revolving credit facility (RCF) established
in 2021. The RCF amounts to 1,500 MEUR with a tenor of
5+1+1 years.

2. A Swedish Medium-Term Note Programme (MTN)
established during 2014. The MTN programme amounts
10 20,000 MSEK with tenor up to 6 years. On 31 December
2021, Hexagon had issued bonds for a totalamount of
11,650 MSEK (12,450).

3. ASwedish Commercial Paper Programme (CP)
established in 2012. The CP programme amounts to
15,000 MSEK with tenor up to 12 months. On 31 December
2021, Hexagon had issued commercial paper for a total
amount of 7,920 MSEK (7,495) and 34 MEUR (82).

On 31December 2021, cash and unutilised credit limits
totalled 1,341.5 MEUR (1,76 4.6). Hexagon’s net debt was
2,640.8 MEUR (2,375.9). The netindebtedness was 0.27
times (0.37). Interest coverage ratio was 32.4 times (23.5).

Investments

Ordinary investments consist mainly of investmentsin
production facilities, production equipmentand intangible
assets, primarily capitalised development expenses. Of the
ordinary investments of 424.9 MEUR (394.1) during 2021,
approximately 70 per cent (69) were capitalised expenses
for development work. Development work s primarily
performed in Hexagon’s R&D centres with its primary units
located in Switzerland, China, Indiaand the USA, that results
in products and services that are sold worldwide. The
remaining part of the currentinvestments, approximately
30 per cent, comprised mostly of investments in new
facilitiesin Hongdao, Chinaandin business equipmentand
machines. All currentinvestments during the year have been
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financed by cash flow from operating activities. Investments
corresponded to 10 per cent (10) of net sales. Hexagon does
not expectany material change to currentinvestment levels
as a percentage of net sales in the near future. Depreciation,
amortisation and impairment during the year amounted to
-578.9 MEUR (-534.2).

10 566.5 MEUR (507.3), corresponding to 13 per cent (13) of
netsales. Development expenses are capitalised only if
they pertain to new products, the costis significantand
the productis believed to have future economic benefits.
Thecurrentlevel of R&D costsisin line with other leading
companiesin theindustry.

Investments R&D cost

MEUR 2021 2020 MEUR 2021 2020
Investments inintangible fixed assets 312.2 286.6 Capitalised 296.8 2714
Investmentsin tangible fixed assets 12.7 1075  Expensed (excludingamortisation) 269.7 2356.9
Divestments of tangible fixed assets -5,56  -10.8  Total 566.5 507.3
Total ordi i t t 419.4 383.3

cratordinaryinvestments Amortisation 179.0 169.7
Investments in subsidiaries 748.4  760.5 Environmentalimpact

Divestments of subsidiaries 0.3 - P o )
Investments in financial fixed assets 4.0 427 Hexagonseeksto have apositive impactonthe environment
Divestments of financial fixed assets 5.4 -8.2 byacting sustainably and addressing environmental
Total otherinvestments 746.7 795.0 challengesinitsinternaloperationsandvalue chain. By

Totalinvestments 1,166.1 1,178.3
Intangible fixed assets

As of 31December 2021, Hexagon’s carrying value of
intangible fixed assets was 10,909.4 MEUR (7,941.8).
Amortisation of intangible fixed assets was -250.6 MEUR
(-234.9). Impairment tests are made to determine whether
the value of goodwilland/or similar intangible assetsis
justifiable or whether there isany impairment need in full
orinpart. Goodwill as of 31 December 2021amounted to
8,205.6 MEUR (5,705.6), corresponding to 58 per cent (53)
of total assets.

Goodwill

MEUR 2021 2020
Geospatial Enterprise Solutions 2,693.0 2,5612.8
Industrial Enterprise Solutions 5,512.6 3,192.8
Total 8,205.6 5,705.6

Research and development

Hexagon places a high priority oninvestments in R&D. Being
one of the mostinnovative supplierin the industry, itis
important notonly toimprove and adapt existing products,
butalsotoidentify new applications and thereby increase
the totaladdressable market for Hexagon’s products and
services. Total expenditure for R&D during 2021amounted

Acquisitions 2021

upholding high standards of environmental sustainability
processes, Hexagon supports activities thataims to
reduce its environmental footprint, better meet customer
requests, attractand retain talent, generate savings,
mitigate environmental risks and fuelinnovation. The
solutions portfolio, which includes precision measurement
systems and simulation software, help customers optimise
the use of raw materials and components, improve energy
efficiency and extend product life cycles. The solutions

are also used to protect the environmentand increase
safety by monitoring assets and predicting movements

in structuresin areas where natural disasters may have a
seriousimpact on people and assets. However, Hexagon
also takes accountability for the environmental challenges
initsinternal operationsaswellasin all steps of the value
chain.In 2021, Hexagon stipulated the goals to become
carbon neutralinits scope Tand 2 emissions by 2030, and
to become carbon neutralin the whole value chain (scope
1,2 and 3) by 2050. The carbon targets will be achieved by
increasing energy efficiency in Hexagon'’s facilities, reducing
waste in production and emissions from business travel as
wellasinits company car fleet. Hexagon also has a goal of
conducting sustainability audits on all of its key suppliersin
risk countries by 2023, a goal Hexagon expects to reach. For

Hexagon’s ambition is to generate profitable growth through a combination of organic growth and acquisitions.
Acquisitions are an important part of Hexagon’s long-term growth strategy. During 2021, Hexagon acquired the

following companies:

Geospatial Enterprise Solutions

Company Division Area

Immersal Oy Geosystems

Industrial Enterprise Solutions

A provider of spatial mapping and visual positioning solutions

Company Division Area

Mecadat Manufacturing Intelligence  Adistributor of CAD and CAM software
CADLM Manufacturing Intelligence A provider of CAE software

ZGTech Manufacturing Intelligence A provider of metrology-grade 3D scanners
Infor's EAM business PPM Aprovider of EAM software

Jovix PPM Aprovider of material tracking software
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more information about sustainability in Hexagon see the
complete sustainability report on hexagon.com.

Share capital and ownership

On December 31,2021, Hexagon’s share capital was 85,761,451
EUR, represented by 2,705,477,888 shares. Total shares
outstanding was 110,250,000 Class A shares, each carrying
tenvotesand 2,585,877,888 Class B shares, each carrying one
vote. On December 31,2021, Melker Schérling AB, the single
largest shareholder in Hexagon, held a total of 110,250,000
Class Ashares and 466,256,440 Class B shares, representing
42.4 per centof the votesand 21.3 per cent of the capital.
Hexagon AB has acquired 9,350,000 of the company’s own
shares of Class Bas of 31December 2021. The purpose of the
repurchase is to ensure Hexagon’s undertakingsin respect

of the long-term incentive programme (other than delivery of
shares to participantsin the incentive programme), including
covering social security costs.

Significant agreements

To the best of the Board of Director’s knowledge, there

are no shareholder agreements or similar agreements
between the shareholders of Hexagon with the purpose

of exercisingjoint control of the company. Neither is the
Board aware of any agreements that could lead to a change
of control of the company.

As far as the Board knows, there is no shareholder
agreement that could prevent the transfer of shares. Nor
are there agreements between the company, directors or
employees, other than as described in Note 30 on page 72,
which stipulate the right to compensation if such a person
voluntarily leaves the company, is dismissed without cause
orif suchaperson’semploymentis terminated as aresult
of a public offer for shares of the company.

Management of Hexagon’s capital

Hexagon’s reported shareholders’ equity, including non-
controlling interest, was 8,764.7 MEUR (5,949.2) at year-
end. Hexagon’s overall long-term objective is to increase
earnings per share by atleast 15 per centannually and to
achieve areturn on capitalemployed of at least 15 per cent.
Another Group objective is to achieve an equity ratio of 25
per centas Hexagon is seeking to minimise the weighted
average cost of capital for the company’s financing.

Hexagon has undertaken to comply with arequirement
regarding a key financial ratio (covenant) towards lenders.
The key financial ratiois reported to lendersin conjunction
with the quarterly reports. If the requirementis not
complied with, the terms and conditions are renegotiated
and thereisarisk of atemporaryincreasein borrowing
costs. Inaddition, lenders have aright to terminate loan
agreements. Hexagon has never breached any covenants,
notin 20271 norin prior years.

The company’s strategy, as well asits financial position and
other financial objectives, are considered in connection
with the annual decision concerning the dividend.

Corporate governance

Inaccordance with the Swedish Annual Accounts Act,

Hexagon has prepared a corporate governance report

separate from the annualreport. [t can be found in this

documenton pages 21-27. The Corporate governance report
contains the Board of Directors’ report oninternal control.

Dividend and share split

The dividend policy of Hexagon states that, over the
long term, the dividend should comprise 25-35 per cent
of earnings per share after tax, assuming that Hexagon
satisfiesits equity ratio objective.

Adividend of 0.65 EUR per share (pre share split) for

the fiscal year 2020 was resolved by the Annual General
Meeting (AGM) in April 2021. The record date was 3 May and
date of settlement was 10 May 2021.

The Annual General Meeting (AGM) 2021 resolved on a
share split 7:1so that each existing share was divided into
seven (7) shares.

The Hexagon Board of Directors proposes a dividend of 0.11
EUR per share (0.09) for the fiscal year 2021, corresponding
to 36 per cent of net earnings after tax. The proposed
record date will be 3 May and expected date for settlement
is10 May 2022.

Guidelines for remuneration of senior executives

The Board of Directors of Hexagon AB (publ) proposed that
the AGM 2020 resolved on guidelines for remuneration to the
Presidentand CEO and other senior executives as follows.
Other senior executives are defined as members of the group
management. The guidelines are applicable to remuneration
agreed,and amendments to remuneration already agreed,
after adoption of the guidelines by the AGM 2020. These
guidelines do notapply to any remuneration decided or
approved by the general meeting.

Aprerequisite for the successfulimplementation of the
company’s business strategy and safeguarding of its
long-terminterests, including its sustainability, is that
the companyisable to attractand retain qualified senior
executives. To thisend, itis necessary that the company
offers competitive remuneration on market terms. These
guidelines enable the company to offer the executive
management a competitive total remuneration.

Variable cash remuneration covered by these guidelines
shallaim at promoting the company’s business strategy and
long-terminterests, including its sustainability.

The remuneration shallbe on market terms and consist of
fixed cash salary, variable remuneration, other benefitsand
pension. Additionally, the general meeting may — irrespective
of these guidelines — resolve on, among other things, share-
related or share price-related incentive programmes.

The satisfaction of criteria for awarding variable cash
remuneration shall be measured over a period of one year. The
variable cash remuneration is capped and shall be maximised
atupto150 per cent of the fixed annual cash salary.

For senior executives, pension benefits shall be paid not
earlier than from the age of 60 years. As a general guideline,
pension benefits for the CEO, including health insurance, shall
be fee based. Variable cash remuneration shall not qualify for
pension benefits. The pension premiums for premium defined
pension shallamount to not more than 20 per cent of the fixed
annualcash salary. As a general guideline, pension benefits
for other executives, including health insurance, shallbe fee
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based. Deviations from this general guideline may be made
when appointing new senior executives whose employment
agreements already comprise benefit-based pension plans or
if the executive is covered by benefit pensionsinaccordance
with mandatory collective agreement provisions. Variable
cash remuneration shall qualify for pension benefits only

to the extent required by mandatory collective agreement
provisions applicable to the executive. The pension premiums
for premium defined pension shallamount to not more than
25 per cent of the fixed annual cash salary. Other benefits
may include, for example, life insurance, medicalinsurance
and company cars. Premiums and other costs relating to such
benefits may amount to not more than two per cent of the
fixed annual cash salary.

Foremployments governed by rules other than Swedish, duly
adjustments may be made for compliance with mandatory
rules or established local practice, taking into account, to the
extent possible, the overall purpose of these guidelines. The
notice period for the Presidentand CEQO is six months. Upon
termination by the company orin case of change of principal
ownership the Presidentand CEO is entitled to severance pay
equalto18 months of salary. The period of notice for senior
executives is a maximum of 24 months. During the notice
period, basic salary is the only severance pay.

The variable cash remuneration shall be linked to
individualised predetermined and measurable criteria.
The criteria shall be designed so as to contribute to the
company’s business strategy and long-term interests,
including its sustainability, by for example being clearly
linked to the business strategy or promote the executive’s
long-term development. The variable cash remuneration
is based onresults. The design of the criteria for variable
cash remuneration contributes to the company’s business
strategy, long-terminterests and sustainability.

Towhich extent the criteria for awarding variable cash
remuneration has been satisfied shall be determined when
the measurement period has ended. The remuneration
committeeisresponsible for the evaluation so farasit
concernsvariable cash remuneration to the Presidentand
CEO. Forvariable cash remuneration to other executives,
the Presidentand CEQisresponsible for the evaluation. For
financial objectives, the evaluation shall be based on the
latest financialinformation made public by the company. In
the preparation of the Board of Directors’ proposal for these
remuneration guidelines, salary and employment conditions
foremployees of the company have been takeninto account
by includinginformation on the employees’ totalincome, the
components of the remuneration and increase and growth
rate over time, in the remuneration committee’s and the Board
of Directors’ basis of decision when evaluating whether the
guidelines and the limitations set out herein are reasonable.

The Board of Directors has established a remuneration
committee. Remuneration to the Presidentand CEO

and other senior executives shall be prepared by the
remuneration committee and resolved by the Board of
Directors based on the proposal of the remuneration
committee. The committee’s tasksinclude preparing the
Board of Directors’ decision to propose guidelines for
executive remuneration. The Board of Directors shall prepare
aproposal for new guidelines at least every fourth year

and submititto the general meeting. The guidelines shall
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beinforce untilnew guidelines are adopted by the general
meeting. The remuneration committee shall also monitor and
evaluate programs for variable remuneration for the executive
management, the application of the guidelines for executive
remuneration as wellas the currentremuneration structures
and compensation levels in the company. The members of
the remuneration committee are independentin relation to
the company and the company management. The President
and CEO and other members of the executive management
do not participate in the Board of Directors’ processing of and
resolutions regarding remuneration-related mattersin sofar
astheyare affected by such matters.

The Board of Directors may temporarily resolve to derogate
from the guidelines, inwhole or in part, if in a specific case
thereis special cause for the derogation and a derogation
isnecessary to serve the company’s long-term interests,
including its sustainability, or to ensure the company’s financial
viability. As set out above, the remuneration committee’s
tasksinclude preparing the Board of Directors’ resolutionsin
remuneration-related matters. Thisincludes any resolutions
to derogate from the guidelines. The proposed guidelines for
remuneration to senior executives that were proposed and
adopted by the AGM 2020 are applicable until further notice.

For a description of remuneration to senior executives see
Note 30 on page 72.

Incentive programmes

The Board of Directors proposed that the Annual General
Meeting resolved on implementation of a performance
based long-term share programme for 2021 (Share
Programme 2021/2024), for more information on the share
programme see Note 30 on page 72, and page 79.

Parent company

The Parent Company’s earnings before tax were -14.4 MEUR
(361.8). The equity was 6,647.6 MEUR (5,208.2). The equity
ratio of the Parent Company was 51 per cent (48). Liquid funds
including unutilised credit limits were 916.1 MEUR (1,340.4).

Hexagon’s activities are financed via equity and external
borrowings in the Parent Company. Substantial currency
effectsarise due to Intra-Group and external lending and
borrowing transactions in multiple currencies.

Proposed appropriation of earnings
The following earningsin the Parent Company are at
the disposal of the annual general meeting (KEUR):

Premium reserve 2,903,123
Retained earnings 3,352,864
Net earnings -11,462
Total 6,244,525
The board of the directors proposes that

these funds are allocated as follows:

Cash dividend to shareholders of 0.11 EUR per share 296,574
Balance remainingin the premium reserve 2,903,123
Balance remaining in retained earnings 3,044,828
Total 6,244,525

Significant events after the fiscalyear

On February 252022, Hexagon announced the acquisition
of ETQ, aleading provider of SaaS-based QMS (quality
management system), EHS (environment, health and safety)
and compliance management software.



Corporate governance report

Hexagon AB is a public company listed on Nasdaq
Stockholm. The corporate governance of Hexagon is based
on Swedish legislation, primarily the Swedish Companies
Act, Hexagon’s Articles of Association, the Board of
Directors’ internalrules, Nasdag Stockholm’s rules and
regulations, the Swedish Code of Corporate Governance
(the “Code”) and regulations and recommendationsissued
by relevant organisations.

Hexagon applies the Code, which is based on the principle
“comply or explain”. Hexagon did not note any deviations
from the Code for the 2021 financial year.

This corporate governance report has been prepared in
accordance with the provisions of the Annual Accounts Act
and the Code and has, by virtue of Section 6, paragraph 8
of the Annual Accounts Act, been drawn up as a document
separate from the annualreport.

Ownership structure and share information

At 31December 2021, Hexagon’s share capital was EUR
85,761,451 represented by 2,705,477,888 shares, of

which 110,250,000 are of Class A with ten votes each and
2,595,227,888 are of Class B with one vote each. As of
31December 2021, Hexagon AB holds in total 9,350,000
of the company’s own shares of Class B acquired on
Nasdaqg Stockholm. Repurchase of 4,828,000 shares

was made during 2021 pursuant to the authorisation
granted by the Annual General Meeting on 29 April 2021.
The authorisation comprises acquisitions on Nasdaq
Stockholm, on one or more occasions for the period up
untilthe Annual General Meeting 2022, of maximum so
many Series B shares thatthe company’s holding does
notexceed 10 per cent of all shares in the company at that
time. According to the authorisation any acquisitions of
shares on Nasdaqg Stockholm may only occur at a price
within the share price interval registered at that time,
where share price interval means the difference between
the highest buying price and the lowest selling price. The
Board of Directors was further authorised, for the period
up untilthe Annual General Meeting 2022 on one or more
occasions, to resolve on transfer of the company’s own
Series B shares. According to the authorisation, transfer
of Series B shares may be made ata maximum of 10 per
cent of the total number of shares in the company from
time to time. A transfer may be made with deviation from
the shareholders’ preferential rights on Nasdag Stockholm
aswellasto third partiesin connection with acquisition of
acompany or a business. Compensation for transferred
shares can be paidin cash, through anissuein kind or a
set-off. Transfers of shares on Nasdaqg Stockholm may
only occur ata price per share within the share price

intervalregistered at that time. Transfer in connection with
acquisitions may be made ata market value assessed by
the Board of Directors. The purpose of the authorisations is
to give the Board of Directors the opportunity to adjust the
company’s capital structure, to finance potential company
acquisitions, and as a hedge for the company’s share-based
incentive programmes. The purpose of the repurchase
during 2021is to ensure Hexagon’s undertakings in respect
of the long-term incentive programmes (other than delivery
of shares to participantsin the incentive programmes),
including covering social security costs. The Board of
Directors did not exercise the authorisation to resolve on
transfer of own shares during 2021.

The Annual General Meeting held on 29 April 2021 also
authorised the Board of Directors to, with or without
deviation from the shareholders’ preferential rights, and
with or without provisions for contribution in kind, set-

off or other conditions, resolve to issue Series B shares,
convertibles and/or warrants (with rights to subscribe for
or convertinto Series B shares). The authorisation may

be utilised on one or more occasions during the period

up untilthe Annual General Meeting 2022. By resolutions
inaccordance with the authorisation, the number of
shares may be increased by a number corresponding to
amaximum of 10 percent of the number of outstanding
sharesinthe company at the time when the Board of
Directors first uses the authorisation. The purpose of

the authorisationis to ensure financing of acquisitions

of companies, part of companies or businesses or to
strengthen the company’s capital base and equity/
assetsratio. In case of deviation from the shareholders’
preferential rights, issues by virtue of the authorisation
shall be made on market conditions. The authorisation was
utilised to carry out theissue in kind of 132,622,274 Series B
sharesin the company on10ctober 2021in connection with
Hexagon’s acquisition of Infor’'s EAM business.

Melker Schorling AB, the single largest shareholderin
Hexagon, held a total 0f 110,250,000 Class A shares and
466,256,440 Class B shares atyear-end 2021, representing
42.4 per centof the votes and 21.3 per cent of the capital. No
other shareholder has any direct orindirect shareholding
representing 10 per cent or more of the total votes.

To the best of the knowledge of the Board of Directors (the
“Board”), there are no shareholder agreements or similar
agreements between the shareholders of Hexagon with
the purpose of exercising joint control of the company. The
Board also is not aware of any agreements that could lead
toachangein control of the company or that could prevent
the transfer of shares of the company.
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Annual General Meeting

The General Meeting is Hexagon’s supreme decision-
making body in which all shareholders are entitled to
participate. The Articles of Association of the company
contain no restrictions regarding the number of votes that
may be cast by a shareholder at general meetings. At the
Annual General Meeting (AGM), the Board presents the
annual report (including the consolidated accounts) and
the auditreport. Hexagonissues the notice convening

the AGM no later than four weeks prior to the meeting. To
attend the AGM, a shareholder must be recordedin the
share register and notify the company of his/her intention
to attend the AGM within the time limit set forth in the
notice convening the AGM. The AGM is held in Stockholm,
Sweden, usually at the end of April or in the beginning of
May. The AGM provides shareholders with an opportunity
toaddressanumber of issues, such as the adoption of the
income statement and balance sheet, the appropriation
of the company’s profit or loss according to the adopted
balance sheet, the discharge from liability to the company
of the Board members and the Presidentand CEO, the
remuneration of the Board and auditors, the principles for
remuneration and employment terms for the President
and CEO and other senior executives, approval of the
remuneration report for the previous financial year, the
election of members and the Chair of the Board, the
election of the auditor,and any amendments to the Articles
of Association.

Nomination Committee

The AGM has resolved that the Nomination Committee’s
assignment shall comprise the preparation and
presentation of proposals to the shareholders at the AGM
on the election of Board members, Chair of the Board,
Chair of the AGM, and the company’s auditors. In addition,
the Nomination Committee presents proposals regarding
remuneration of the Board of Directors (including for
committee work) and the auditors.

Auditor

o

The Nomination Committee shall consist of
representatives for major shareholders of the company
elected by the AGM. In case a shareholder, who a member
of the Nomination Committee represents, is no longer one
of the major shareholders of Hexagon or if amember of
the Nomination Committeeis nolonger employed by such
shareholder or for any other reason leaves the Committee
before the next AGM, the Committee is entitled to appoint
another representative among the major shareholders to
replace such amember. No fees are paid to the members
of the Nomination Committee.

Board of Directors

In accordance with the Articles of Association, the Board of
Directors of Hexagon shall consist of no less than three and
not more than ten members, elected annually by the AGM
for the period untilthe end of the next AGM. The Articles of
Association of the company contain no special provisions
regarding the election and discharge of Board members or
regarding changes to the Articles of Association. The EGM
held on17 November 2021 resolved that the Board shall
consist of ten members, including the Presidentand Chief
Executive Officer. The Chief Financial Officer and Executive
Vice President, the General Counsel, the Chief Operating
Officer and the Chief Strategy Officer participate in the
Board meetings. Other Hexagon employees participate in
the Board meetings to make presentations on particular
mattersifrequested.

The Nomination Committee’s conclusions regarding the
Board members’independence in relation to the company,
its managementand major shareholders is presented

on page 30. According to the requirements setoutin the
Code, the majority of the Board members elected by the
AGM must be independent in relation to the company and
its management and at least two of such Board members
shallalso be independentinrelation to the company’s
major shareholders. The criteria set forth in the Code

and other relevant factors were considered in making
determinations about independence.

> Audit Committee

Shareholders via Board of Directors <

> Presidentand CEO Operations

Annual General Meeting <

B

Nomination Committee
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Key data for board members

Committee membership

Meeting attendance

Remuneration Board of Remuneration

Board Member’ Elected Independent Audit Committee Committee Directors Audit Committee Committee
Gun Nilsson 2008 No? ® 15/15 6/6 2/2
John Brandon 2017 Yes 15/15
Ulrika Francke 2010 Yes 15/15 6/6
Henrik Henriksson 2017 Yes 13/15
Erik Huggers 2021 Yes 115
OlaRollén 2000 No?® 15/15
Méarta Schorling Andreen 2017 No? 14/15
Sofia Schorling Hogberg 2017 No? ® 15/15 6/6 2/2
Patrick Soderlund 2020 Yes 12/15
Brett Watson 2021 Yes 115
1) Acomplete presentation of the Board Members is included on pages 30-31
2) Gun Nilsson, Mdrta Schérling Andreen and Sofia Schérling Hogberg are not deemed to be independent of the company’s major shareholders
3) Ola Rollén is not deemed to be independent of the company as a result of his position as Hexagon’s President and CEO
Board and committee meetings

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Board of Directors ® (O]O] ®©O (OJO) ©® ©OOCOO ® ®
Audit Committee ® ® ® ® ® ®
Remuneration Committee (OJO)

The Board of Directorsis responsible for determining
Hexagon’s overall objectives, developing and monitoring
the overall strategy, deciding on major acquisitions,
divestments and investments, and ongoing monitoring
of operations. The Board is also responsible for ongoing
evaluation of management, as well as systems for
monitoring internal controls and the company’s financial
position. The Board ensures that the company’s external
disclosure of information is characterised by openness
and thatitis accurate, relevantand clear. Procedural
rules andinstructions for the Board and the President
and CEO governissues requiring Board approvaland
financialinformation and other reporting to be submitted
to the Board.

The Chair directs the Board’s activities to ensure that they
are conducted pursuant to the Swedish Companies Act,
the prevailing regulations for listed companies and the
Board’sinternal controlinstruments.

At all scheduled Board meetings, information concerning
Hexagon’s financial position and important events
affecting the company’s operationsis presented.

Audit Committee

The Audit Committee, which is a preparatory body in the
Board’s contacts with the company’s auditors, is appointed
annually by the Board and regularly submits reports to
the Board aboutits work. The Audit Committee follows
writteninstructions andis, through its activities, to meet
the requirements stipulated in the Swedish Companies
Actandinthe EU’s audit regulation. The Committee’s
tasksinclude assisting the Nomination Committee in
drawing up proposals for AGM resolutions on the election
of auditors and remuneration to auditors, monitoring that

the auditor’s term of office does not exceed applicable
rules, procuring the auditand making a recommendation
inaccordance with the EU’s auditregulation. Furthermore,
the Audit Committee shall review and monitor the auditors’
impartiality and independence, paying particular attention
to whether the auditor provides the company with other
services than the audit. The Audit Committee shallalso
issue guidelines for services in addition to auditing services
provided by the auditorsandin applicable cases approve
these services according to the issued guidelines. The
Audit Committee shall take partin planning auditing
services and related reporting and regularly meet with the
external auditors to stay informed on the orientation and
scope of the audit. The Audit Committee shall also review
and monitor the Group’s financial reporting, the activities
of the external auditors, the company’s internal controls,
the currentrisk situation and the company’s financial
information to the market. The Audit Committee’s tasks
also include submitting recommendations and proposals
to ensure the reliability of financial reporting and other
issues that the Board assigns the Committee to consider.
The Committee has not, other than pursuant to written
instructions approved by the Board specifically for the
Audit Committee, been authorised to make any decisions
on behalf of the Board.

Remuneration Committee

The Remuneration Committee is appointed by the Board
annually and its taskis, on behalf of the Board, to consider
issues regarding remuneration of the President and

CEO and executives that reportdirectly to the President
and CEO and other similarissues that the Board assigns
the Committee to consider. The Committee shallalso
follow and evaluate ongoing programmes or programmes
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completed during the year for variable remuneration

to Group Management, as well as the application of

the guidelines for remuneration to senior executives
asresolved by the AGM. The Committee has not been
authorised to make any decisions on behalf of the Board.

External auditors

The AGM appoints the company’s auditors. On behalf

of the shareholders, the auditors’ taskis to examine the
company’s Annual Reportand accounting records and

the administration by the Board of Directors and the
Presidentand CEO. In addition to the audit, the auditors
occasionally have other assignments, such as work relating
to acquisitions and tax. Hexagon’s auditors normally attend
the first Board meeting each year, at which the auditor
reportobservations from the examination of Hexagon’s
internal controls and the annual financial statements.
Moreover, the auditors report to and regularly meet with
the Audit Committee. In addition, the auditors participate
inthe AGM to present the Auditor’s report, which describes
the auditwork and observations made.

Internal control

The responsibility of the Board for internal controlis
regulated in the Swedish Companies Actand in the
Code. ltisthe duty of the Board to ascertain that the
internal controland formalised routines of the company
ensure that the principles forinternal controland
financialreporting are adhered to and that the financial
reports comply with the law and other requirements
applicable to listed companies. The Board bears the
overall responsibility forinternal control of the financial
reporting. The Board has established written formal rules
of procedure that clarify the Board’s responsibilities and
regulate the internal distribution of work between the
Board and its committees.

Presidentand CEO and Group Management

The Presidentand CEQ is responsible for leading and
controlling Hexagon’s operationsin accordance with the
Swedish Companies Act, other legislation and regulations,
applicable rules for listed companies, as well as the Code,
the Articles of Association and the instructions and
strategies determined by the Board. The President and
CEO shallensure that the Board is provided with objective,
detailed and relevantinformation required in order for

the Board to make well-informed decisions. Furthermore,
the Presidentand CEOQ isresponsible for keeping the
Board informed of the company’s development between
Board meetings.

The Group Management, comprising the President

and CEOQ, divisional presidents, heads of geographical
regions and certain specific Group staff functions, totals
13 persons. Group Managementis responsible for the
overall business development and the apportioning of
financial resources between the business areas, as wellas
mattersinvolving financing and capital structure. Regular
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management meetings constitute Hexagon’s forum
forimplementing overall controls down to a particular
business operation and in turn, down to the individual
company level.

Operations

In financial terms, Hexagon’s business operations are
controlled on the basis of the return on capital employed.
Thisrequires focus on maximising operating earnings

and minimising working capital. Hexagon’s organisational
structureis decentralised with central oversight and
coordination. Targets, guidelines and strategies are
setcentrally in collaboration with the business units.
Managers assume overall responsibility for their respective
business and pursue the clearly stated objectives.

ACTIVITIESDURINGTHEYEAR

Annual General Meeting 2021

The AGM, held on 29 April 2021in Stockholm, Sweden, was
attended by shareholders representing 63 per cent of the
totalnumber of shares and 73 per cent of the total number
of votes. The AGM was carried out solely through advance
voting (postal voting) pursuant to temporary legislation due
to the Covid-19 pandemic. Gun Nilsson was elected Chair of
the AGM.

The following main resolutions were passed at the

AGM 2021:

+ Re-election of Directors Gun Nilsson, John Brandon,
Ulrika Francke, Henrik Henriksson, Ola Rollén, Marta
Schorling Andreen, Sofia Schorling Hogberg and Patrick
Soderlund

« Re-election of Gun Nilsson as Chair of the Board

« Election of the accounting firm PricewaterhouseCoopers
AB (PwC) for a one-year period of mandate. PwC has
appointed the authorised public accountant Bo Karlsson
as auditorincharge

« Dividend of 0.65 EUR per share for 2020 as per the Board’s
proposal

» Resolution on approval of remuneration report for 2020

« Approval of a performance based long term incentive
programme (Share Programme 2021/2024)

« Authorisation for the Board of Directors on acquisition
and transfer of Hexagon shares

» Authorisation for the Board of Directors toissue shares,
convertibles and/or warrants

» Approval of share split 7:1and amendment of the Articles
of Association due to changes in number of shares

Extraordinary General Meeting 2021

The Extraordinary General Meeting (EGM), held on17
November2021in Stockholm, Sweden, was attended by
shareholders representing 56 per cent of the total number
of sharesand 68 per cent of the total number of votes. The



EGM was carried out solely through advance voting (postal
voting) pursuant to temporary legislation due to the Covid-19
pandemic. Gun Nilsson was elected Chair of the EGM.

The following main resolutions were passed at the

EGM 2021:

« Amendment of the Articles of Association regarding the
number of board members

- Election of board members Erik Huggers and Brett
Watson

Nomination Committee

For the proposal for the AGM 2021, the Nomination
Committee applied rule 4.1of the Code as the diversity
policy related to the Committee’s nomination work. The
Nomination Committee confirmed that the Board of
Hexagon has an equal gender balance and an appropriate
composition in general. Additional criteria, such as
background, experience, previous leadership roles,
relevantinsightsinto Hexagon’sindustries and other
customary attributes were considered when nominating
the directors.

In respect of the 2022 AGM, the Nomination Committee
comprises:

» Mikael Ekdahl, Melker Schorling AB (Chair)

« Jan Dworsky, Swedbank Robur fonder

« Caroline Forsberg, SEB Investment Management
» Anders Oscarsson, AMF and AMF Fonder

During 2021, the Nomination Committee held two minuted
meetings at which the Chair gave an account of the
process of evaluation of the Board’s work. The Committee
discussed and decided on proposals to submit to the EGM
20217and AGM 2022 concerning the election of Chair of
the EGM and the AGM, respectively, the election of Chair
and other Board Members, remuneration to the Board,
including remuneration for committee work, and fees to
the auditors. Shareholders wishing to submit proposals
have been able to do so by contacting the Nomination
Committee viamail or email. Addresses have been made
available on Hexagon’s website.

Board of Directors’ activities

In 2021, the Board held 15 minuted meetings, including
the statutory Board meeting. At the Board meetings, the
Presidentand CEO presented the financial and market
position of Hexagon and important events affecting

the company’s operations. On different occasions,
Hexagon senior executives presented their operations
and business strategies to the Board. In addition, items
such as the approval of the interim reports, the annual
report, acquisitions, cyber security and sustainability are
part of the Board’s work plan and the company’s auditors
presented areporton theiraudit work during the year. At
the Board meeting in January 2021the board approved

the new sustainability targets and in December 2021, the
Board approved the operational strategy and the financial
plan for 2022.

Evaluation of the Board’s work

The Board continuously evaluates its work and the format
of its activities. This evaluation considers factors such

as how the Board’s work can be improved, whether the
character of meetings stimulates open discussion and
whether each Board member participates actively and
contributes to discussions. The evaluation is coordinated
by the Chair of the Board. In 2021, the Chair conducted
awritten survey with all the Board members. The result
of the evaluation has been reported to and discussed by
the Board and the Nomination Committee. The Board is
also evaluated within the framework of the Nomination
Committee’s activities.

Audit Committee
During 2021, the Audit Committee comprised:

« Ulrika Francke (Chair) «Sofia Schorling Hogberg

« Gun Nilsson

In 2021, the Committee held six minuted meetings
where the financial reporting and risks of Hexagon were
monitored and discussed. The Committee dealt with
relevantaccountingissues, audit work and reviews, new
financing, and testing forimpairment of goodwill.

Remuneration Committee
During 2021, the Remuneration Committee comprised:

+ Gun Nilsson (Chair) «Sofia Schérling Hogberg

In 2021, the Committee held two minuted meetings where
remuneration and other employment terms and conditions
for the Presidentand CEO and other Group Management
were discussed. The Remuneration Committee also
monitored and evaluated the ongoing programmes for
variable remuneration to senior executives as well as the
application of the guidelines for remuneration to senior
managers and the structure and levels of remuneration in
the company.

External auditors

The AGM 2021 elected the accounting firm
PricewaterhouseCoopers AB (PwC) as auditor for aone-
year period of mandate. PwC replaced Ernst & Young
ABand has appointed authorised public accountant Bo
Karlsson as auditor in charge. In addition to Hexagon, he
conducts auditing assignment on |.A Hedin BilAB (publ)
with recent auditing assignments for such companies as
ASSA ABLOY AB (publ), SKF AB (publ) and Investment AB
Latour (publ).

Hexagon’s auditors attended the first Board meeting of
the year, at which they reported observations from their
examination of Hexagon’s internal controls and the annual
financial statements. The auditors met with the Audit
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Committee on seven occasions during 2021. The address
of the auditorsis PricewaterhouseCoopers AB, 113 97
Stockholm, Sweden.

Remuneration principles
The following principles for remuneration to senior
executives in Hexagon were adopted by the AGM 2020.

Remuneration shall consist of a basic salary, variable
remuneration, pension and other benefits and all
remuneration shall be competitive and in accordance
with market practice. The variable remuneration shall
be maximised atup to 150 per centinrelation to the
basic remuneration, related to the earnings trend which
the relevantindividual may influence and based on the
outcomeinrelation toindividual targets.

The Board annually considers whether a share or share-
based incentive programme shall be proposed to the AGM.

The notice period shall normally be six months when notice
of termination of employmentis delivered by the employee.
In case of notice of termination of employment delivered

by the company, the notice period and the period during
which severance paymentis paid shall, allin all, not exceed
24 months. Pension benefits shall, asa main rule, be
defined contribution. Deviation from this main rule may be
permitted when appointing new senior executives whose
previous employment agreementincluded a defined-
benefit pension plan. The pension age for senior executives
isindividually determined, although not less than 60 years
of age.

The guidelines for remuneration are applicable until
further notice and the Board will not propose any changes
inthe guidelines to the AGM 2022. The complete guidelines
are presented on pages 19-20.

Remuneration of Group Management

Remuneration of the Presidentand CEO and other senior
executivesis presented in Note 30 on page 72. The Board
has prepared aremuneration report for approval by the
AGM 2022.
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There are no agreements between the company and its
directors oremployees, other than as described in Note 30,
which stipulate the right to compensation if such person
voluntarily leaves the company, such person is dismissed
with cause orif such person’s employmentis terminated as
aresult of a public offer for shares in the company.

Incentive programmes

Details of the Share Programme 2020/2023 and the Share
Programme 2021/2024 are presented on page 79 (The
Share section) and in Note 30 on page 72.

Remuneration of Board of Directors

Remuneration of the Board of Directorsis resolved by
the AGM upon proposal from the Nomination Committee.
During 2021, the Chair of the Board and other Board
Members received remuneration totalling 672,7672.7
KEUR (603.9). Remuneration of the Board of Directorsis
presented in Note 30 on page 72.

Remuneration of external auditors

Remuneration for services in addition to auditing services
primarily refers to work related to acquisitions and tax.
Remuneration of the external auditors is presented in Note
31onpage /3.

For more details about principles practised -
» The Swedish Companies Act, regeringen.se

» The Swedish Code of Corporate Governance,
corporategovernanceboard.se

More informationis available at hexagon.com -
« Articles of Association

+ Information from earlier General Meetings

« Information about the members of the Board of Directors, the
Presidentand CEO and the auditor

+ Information about the Nomination Committee, including the
company’sinstructions for the Nomination Committee

+ Information ahead of the Annual General Meeting 2022



Internal control pertaining to financial

reporting

The Annual Accounts Act and the Code stipulate that the
Board of Directors must submita report on the key aspects
of the company’s systems for internal controls and risk
management regarding financial reports. Internal control
pertaining to financialreportingis a process that involves
the Board, company management and other personnel.
The process has been designed so that it provides
assurance of the reliability of the external reporting.
According to a generally accepted framework that has
been established for this purpose, internal controlis
usually described from five different perspectives:

1. Control environment

Hexagon’s organisation is designed to facilitate rapid
decision making. Accordingly, operational decisions are
taken at the business area or subsidiary level, while decisions
concerning strategies, acquisitions and company-wide
financial matters are taken by the company’s Board and
Group Management. The organisation is characterised by
well-defined allocation of responsibility and well-functioning
and well-established governance and control systems,
which apply to all Hexagon units. The basis for the internal
control pertaining to financial reporting is comprised of
anoverall controlenvironmentin which the organisation,
decision-making routes, authorities and responsibilities
have been documented and communicated in control
documents, such as Hexagon’s finance policy and
reporting instructions and in accordance with the
authorisation arrangements established by the President
and CEQ.

Hexagon’s functions for financial control are integrated

by means of a group-wide reporting system. Hexagon’s
financial controlunitengages in close and well-functioning
cooperation with the subsidiaries’ controllers in terms of

the financial statements and the reporting process. The
Board’s monitoring of the company’s assessment of its
internal controlincludes contacts with the company’s
auditor. Hexagon has nointernal audit function, since the
functions described above satisfy this need. All of Hexagon’s
subsidiaries report complete financial statements on
amonthly basis. Thisreporting provides the basis for
Hexagon's consolidated financial reporting. Each legal entity
has a controller responsible for the financial controland for
ensuring that the financial reports are correct, complete
and delivered in time for consolidated financial reporting.

2.Risk assessment

The significantrisks affecting the internal control of
financial reporting are identified and managed at group,
business area, subsidiary and unit level. Within the Board,
the Audit Committee is responsible for ensuring that
significant financial risks and the risk of error in financial

reportingisidentified and managed in a manner that
ensures correct financial reporting. Special priority has
been assigned to identifying processes that, to some
extent, give rise to a higher risk of significant error due to
the complexity of the process or of the contexts in which
major values are involved.

3.Control activities

Therisks identified with respect to the financial reporting
process are managed viathe company’s control activities.
The controlactivities are designed to prevent, uncover and
correct errors and non-conformities. Their management
is conducted by means of manual controlsin the form of,
for example, reconciliations, automatic controls using IT
systems and general controls conducted in the underlying
IT environment. Detailed analyses of financial results and
evaluationinrelation to budget and forecasts supplement
the business-specific controls and provide general
confirmation of the quality of the financial reporting.

4. Information and communication

To ensure the completeness and correctness of financial
reporting, Hexagon has formulated information and
communication guidelines designed to ensure that
relevantand significant information is exchanged within
the business, within the particular unitand to and from
managementand the Board. Guidelines, handbooks and
job descriptions pertaining to the financial process are
communicated between managementand personneland
are accessible electronically and/orin a printed format.
The Board receivesregular feedbackin respect of the
internal control process from the Audit Committee. To
ensure that the external communication of information
iscorrectand complete, Hexagon complies with a Board
approved information policy that stipulates what may be
communicated, by whom and in what manner.

5. Monitoring activities

The efficiency of the process forrisk assessment and

the implementation of control activities are reviewed
continuously. The follow-up pertains to both formaland
informal procedures used by the officers responsible
ateach level. The proceduresincorporate the review of
financialresultsin relation to budget and plans, analyses
and key figures. The Board obtains currentand regular
reports on Hexagon’s financial position and performance.
At each Board meeting, the company’s financial position is
addressed and, on a monthly basis, managementanalyses
the company’s financial reporting at a detailed level. The
Audit Committee follows up the financial reporting at its
meetings and receives reports from the auditors describing
their observations.
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Auditor’sreportonthe
corporate governance
statement

To the general meeting of the shareholders of Hexagon AB (publ), corporate
identity number 556190-4771

Engagement and responsibility

Itisthe board of directors who is responsible for the corporate governance
statement for the year 2021 on pages 21-27 and that it has been prepared in
accordance with the Annual Accounts Act.

The scope of the audit

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

Opinions

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

Stockholm 30 March 2022

PricewaterhouseCoopers AB

Bo Karlsson Helena Kaiser de Carolis

Authorised Public Accountant Authorised Public Accountant
Partnerincharge
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By empowering an
autonomous, sustainable
future, Hexagon will
continue driving growth
and shareholder value.”

Dear shareholders,

Itisonce againtime to look back at the year past, ayear where
we finally got back to a semblance of normalcy. Industry freed
itself from the shackles of a global pandemic to start growing
again. Hexagon was no different, showcasing record-breaking
results, transformative acquisitions, and revolutionary
product launches that made 2021an extraordinary year.

Inlastyear’s letter, | conveyed the Board’s firm belief that
successful companies must stay focused and stick to game
plans, which we remained deeply committed toin 2021. We
continued toinvestin R&D, corresponding to 566.5 MEUR
and13 per cent of total revenue, to further our long-term
strategy: to empower an autonomous, sustainable future.
Thisinvestment led to the successful launch of revolutionary
products such as the Leica BLK ARC—an autonomous laser
scanning module that can be integrated with robotic carriers
to enable autonomous mobile laser scanning, and the Leica
BLK2FLY—the world’s firstautonomous flying laser scanner
with advanced obstacle avoidance for easy reality capture
from the sky.

Acquisitions have always been a strategic part of Hexagon’s
growth and success, and 2021did not disappointin this
regard. We made our biggest acquisition yet with the carve-
outof Infor's EAM business and entered into a strategic
partnership with Infor and Koch Equity Development. In
total, we made six acquisitions during the year, welcoming an
abundance of innovation and new talent to Hexagon.

2021was also ayear in which Hexagon accelerated its
sustainability journey. We've long said that sustainability is
the biggest business opportunity of the 21st century, and
in 2021we began leading by example with the launch of

R-evolution. Intent on reinventing how industry addresses
complex environmental challenges, R-evolution isone
hundred percent focused on running profit-driven
investmentsin green-tech projects where Hexagon’s
technology can be applied. We also set severalambitious
sustainability goals in 2021, including becoming carbon
neutralin our entire value chain by 2050, conducting
sustainability supplier audits on100 per cent of our direct
suppliersin key risk areas by 2023 and achieving at least 30
per centwomen in leadership positions by 2025.

By empowering an autonomous, sustainable future, Hexagon
will continue driving growth and shareholder value. Our
primary function as the Board of Directorsis to be the pillar
that ensures management has the supportand freedom

to continue building upon Hexagon'’s success. For us, that
means trusting Hexagon’s leadership and supporting

their ability to make fast-paced decisions while providing
advice and help where and when we are needed. We remain
confidentin this strategy, supported by our new five-year
financialtargetslaunched at our 2021 Capital Markets Day.

On behalf of the Board of Directors, lwant to thank all the
employees at Hexagon for their outstanding work and all
shareholders for their continued trustin us. Itis our pleasure
and privilege to serve on Hexagon’s Board of Directors and
continue to execute Hexagon’s long-term strategy and further
its future success.

Gun Nilsson
Chair of the Board
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Board of Directors

Gun Nilsson

Bornin1955

Member of the Board since 2008

Chair of the Board since 2017

Chair of the Remuneration Committee and
Member of the Audit Committee
Education: B.Sc. (Economics)

Work experience: President of Melker
Schérling AB, CFO of IP-Only Group, Sanitec
Group and Nobia Group, CEQO of Gambro
Holding AB, Deputy CEO and CFO of Duni AB
Other assignments: Board Member of
Hexpol AB, AAKAB, Absolent Air Care Group
AB, Bonnier Group AB and Einar Mattsson
AB, Chair of The Swedish Corporate
Governance Board

Previous assignments in the past five years:

Board Member of Capio AB, Loomis ABand
Dometic Group

Shareholding’: 88,662 shares of series B
Independent of the company and its
management

JohnBrandon

Bornin1956

Member of the Board since 2017

Education: B.A. (History)

Work experience: Advisor at Conductive
Ventures, Vice President International of
Apple Inc., CEO Academic Systems|Inc., Vice
Presidentand General Manager at North
America of Adobe SystemsInc.

Other assignments: Board Member of
Securitas AB

Previous assignmentsin the past five years: -
Shareholding’: 21,000 shares of series B
Independent of the company, its
managementand major shareholders

Ulrika Francke

Bornin1956

Member of the Board since 2010

Chair of the Audit Committee

Education: University studies

Work experience: Presidentand CEO of
Tyréns AB, City Planning Director and Street
and Property Director at City of Stockholm
and CEO of SBCAB

Other assignments: Chair of Vasakronan,
Knightec AB and Swedish Green Building
Council, Vice Chair of Swedish Standards
Institute (SIS), and Board Member of Liquid
Wind, Circura, Sven Tyréns Foundation and
VREF (Volvo Research and Educational
Foundation) and ISO President

Previous assignments in the past five
years: Vice Chair of Swedbank AB, Chair
of BIM Alliance Sweden and Stockholm
Stadsteater AB, Board Member of Tyréns
AB, Almega - the Employer’s Organisation
for the Swedish Service Sector and Wahlin
Fastighets AB

Shareholding’: 42,000 shares of series B
Independent of the company, its
managementand major shareholders
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Henrik Henriksson

Bornin1970

Member of the Board since 2017
Education: B.Sc. (Business Administration)
Work experience: President H2GreenSteel
AB, Presidentand CEO of Scania AB,
Executive Vice President of Sales and
Marketing Scania, Senior Vice President of
Scania Trucks, Export Director of Scania
South Africa

Other assignments: Board Member
Electrolux AN, Saab AB, Creades AB
Previous assignments in the past five years:
Board Member of Scania AB, the Association
of Swedish Engineering Industriesand The
Confederation of Swedish Enterprise
Shareholding’: 56,819 shares of series B
Independent of the company, its
managementand major shareholders

Erik Huggers

Bornin1973

Member of the Board since 2021

Education: B.Sc. (Business Economics &
Marketing)

Work experience: President & CEO VEVO
LLC, SVP Verizon Communications,
PresidentIntel Media Inc., Executive Director
British Broadcasting Corporation, Senior
Director Microsoft Corporation

Other assignments: Supervisory Board
member at ProsiebenSat.1 Media SE,
Supervisory Board Member at Wetransfer
BV.

Previous assignments in the past five years: -
Shareholding™: -

Independent of the company, its
managementand major shareholders

OlaRollén

Bornin1965

Presidentand Chief Executive Officer since
2000

Member of the Board since 2000
Education: B.Sc. (Economics)

Work experience: President of Sandvik
Materials Technology and Kanthal,
Executive Vice President of Avesta-Sheffield
Other assignments: Board Member of
Greenbridge Investment Partners Ltd.
Previous assignments in the past five years: -
Shareholding’: 502,075 shares of series B
Independent of major shareholders

Marta Schérling Andreen
Bornin1984

Member of the Board since 2017
Education: B.Sc. (Economics)

Work experience: Brand and innovation
consultantat Pond Innovation & Design

Other assignments: Board Member of
Melker Schorling AB, Hexpol AB, AAKAB and
Absolent Group

Previous assignments in the past five years: -

Shareholding: 110,250,000 shares of
seriesAand 466,256,440 shares of series B
through Melker Schérling AB

Independent of the company and its
management

SofiaSchérling Hégberg

Bornin1978

Member of the Board since 2017

Member of the Audit Committee and the
Remuneration Committee

Education: B.Sc. (Economics)

Work experience: Trademark consultantat
Essen International

Other assignments: Vice Chair of Melker
Schorling AB, Board Member of Securitas AB
and AssaAbloy AB

Previous assignmentsin the pastfive years: -
Shareholding’: 110,250,000 shares of
seriesAand 466,256,440 shares of series B
through Melker Schérling AB

Independent of the company andits
management

Patrick Séderlund

Born1973

Member of the Board since 2020
Education: -

Work experience: President of Embark
Studios AB, DICE AB, various positions at
ElectronicArts

Other assignments: Chair of Embark
Studios AB, Board Member of Market Art
Fair Intressenter AB, Fractal Gaming Group
AB, Ortalis Group AB and Nexon Co. Ltd.
Previous assignments in the past five years:
Board Member of BIMobjects AB, Peltarion
ABandDICEAB

Shareholding’: 34,615 shares of series B
Independent of the company, its
managementand major shareholders

BrettWatson

Bornin1980

Member of the Board since 2021

Education: B.Sc., MBA (Finance)

Work experience: President of Koch Equity
Development (KED), Senior Managing
Director KED’s Principal Investment Team,
various positionsininvestment banking,
principalinvestmentand private equity
Other assignments: Board Member at Infor,
Hexagon AB, Getty Images, Transaction
Network Services, Globus Group, Ml
Windows and Doors and the Flint Group
Previous assignments in the past five years:
Board Member ADT Inc. and Solera Holdings
Inc.

Shareholding': -

Independent of the company, its
managementand major shareholders

1) Shareholdings based on information per 25
March 2022 and also include related-party
holdings



Gun Nilsson Ulrika Francke Henrik Henriksson

Erik Huggers & ingAndree SofiaSchorling Hogberg

Patrick Soderlund Brett Watson

Hexagon AnnualReport2021 31



Group Management

OlaRollén

Bornin1965

Presidentand Chief Executive Officer
since 2000

Employed since 2000

Education: B.Sc. (Economics)

Work experience: President at

Sandvik Materials Technology and
Kanthal, Executive Vice President at
Avesta-Sheffield

Other assignments: Board Member of
Greenbridge Investment Partners Ltd.
Previous assignments in the past five years: -
Shareholding’: 502,075 shares of series B

RobertBelkic

Bornin1970

Chief Financial Officer and Executive Vice
President

Employed since 2009

Education: B.Sc. (Business Administration
and Economics)

Work experience: Group Treasurer at
Hexagon AB, Group Treasurer at EF
Education First Ltd. and Assistant Group
Treasurer at Autoliv Inc.

Other assignments: -

Previous assignmentsin the pastfive years: -
Shareholding’: -

Burkhard Bockem

Bornin1971

Chief Technology Officer

Employed since 2001

Education: Ph.D. (Technology), M.Sc.
(Geodesy)

Work experience: CTO Geosystems division,

various R&D manager positions within
Manufacturing Intelligence division

Other assignments: -

Previous assignmentsin the pastfive years: -
Shareholding’: -

Kristin Christensen

Bornin1971

Chief Marketing Officer

Employed since 2004

Education: B.Sc., MBA (Marketing)

Work experience: Vice President of
Corporate Communications Hexagon AB,
various marketing management positions
atIntergraph Corporation, Solution 6 North
America and other software companies
Other assignments: -

Previous assignmentsin the past five years: -
Shareholding’: -

Jiirgen Dold

Bornin1962

President, GSI

Employed since 1995

Education: Ph.D.,M.Sc. (Engineering)
Work experience: President Hexagon
Geosystems, Academic Counseland
Assistant Professor at the Technical
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University of Braunschweigin Germany
and various management positions within
Leica Geosystems AG

Other assignments: Member of the Board
of UTZ Group

Previous assignments in the past five years: -
Shareholding’ 210,000 shares of series B

Paolo Guglielmini

Bornin1977

President, Manufacturing Intelligence
division

Employed since 2010

Education: M.Sc., MBA (Engineering)
Work experience: Chief Executive Officer
MSC Software, Executive Vice President
Global Business Development at
Manufacturing Intelligence, Project Lead
CERN, Business Analyst Accenture

Other assignments: -
Previous assignments in the past five years: -
Shareholding’ 13,231 shares of series B

NorbertHanke
Bornin1962

Chief Operating Officer
Employed since 2001

Education: Diploma of Business
Administration

Work experience: President Manufacturing
Intelligence division, Chief Financial
Officer at Brown & Sharpe and various
positions within the Kloeckner Group

Other assignments: -
Previous assignments in the past five years: -
Shareholding’: 158,424 shares of series B

LiHongquan

Bornin1966

Vice Presidentand President of China
Region

Employed since 2001.

Education: M.Sc. (Engineering)

Work experience: President of Qingdao
Brown & Sharpe and Qianshao Technology
Co. Ltd. Various positionsin the Chinese
manufacturing industry

Other assignments: -

Previous assignmentsin the past five years: -
Shareholding’: 840,000 shares of series B

Maria Luthstrom
Bornin1982

Head of Sustainability and Investor
Relations

Employed since 2015
Education: M.Sc. (Business & Economics)

Work experience: Head of Investor relations
at Hexagon, various managing positionsin
Investor Relations and communications at
AxelJohnson AB and Axfood AB

Otherassignments: -
Previous assignments in the past five years: -
Shareholding’: 665 shares of series B

Ben Maslen
Bornin1972

Chief Strategy Officer
Employed since 2017

Education: B.Sc. (Economics & Politics) and
Chartered Accountant

Work experience: Co-head of European
capital goods equity research Morgan
Stanley and equity analystat BoAML

Otherassignments: -
Previous assighments in the past five years: -
Shareholding’: 7,000 shares of series B

MichaelRitter

Bornin1963

President, Autonomy & Positioning
division

Employed since 2009

Education: M.Sc. (Engineering)

Work experience: Staff and management
positions at Schlumberger Oilfield
Servicesand Trimble Inc.

Otherassignments: -
Previous assignments in the past five years: -
Shareholding’: -

Mattias Stenberg

Bornin1977

President, PPM division

Employed since 2009

Education: B.Sc. (Economics)

Work experience: Chief Strategy Officer
and Vice President of Strategy and
Communications at Hexagon AB, various
Investor Relations positions at Teleca AB
and Autoliv Inc.

Otherassignments: -

Previous assighmentsin the past five years: -
Shareholding’: 42,000 shares of series B

Tony Zana

Bornin1979

General Counseland Chief Compliance
Officer

Employed since 2008

Education: D.Jur. (Law), B.Sc.
(ManagementInformation Systems)

Work experience: Deputy General Counsel
at Hexagon, Vice President, General
Counseland Corporate Secretary at
Intergraph Corporation, Attorney at
Maynard, Cooper & Gale, Law Clerk at U.S.
District Court

Other assignments: -

Previous assignments in the past five years: -
Shareholding’: -

1) Shareholdings based on information per 25
March 2022 and also include related-party
holdings



OlaRollén Robert Belkic Burkhard Bockem

Jurgen Dold Paolo Guglielmini Norbert Hanke LiHongquan

-
g
#

Ben Maslen Michael Ritter Mattias Stenberg

TonyZana

Hexagon AnnualReport2021 33



Managing risks

Hexagon’s risk management activities are designed to identify, controland reduce risks
associated with its business. The majority of these activities are managed within each
subsidiary of Hexagon. However, certain legal, strategic, sustainability and financial risks

are managed at the Group level.

Market risk management

Market risks concern risks such as economic trends, competition and risks related to
acquisitions and integration. Market risks are primarily managed within each subsidiary

of Hexagon.

Risk

Acquisitionsandintegration

Risk management

Animportant part of Hexagon’s current and future growth
strategy is to actively pursue strategic acquisitions of companies
and businesses. It cannot be guaranteed, however, that Hexagon
will be able to find suitable acquisition targets, nor canitbe
guaranteed that the necessary financing for future acquisition
targets can be obtained on terms acceptable to Hexagon, or atall.
Alack of acquisition financing or suitable acquisition targets may
lead to adecreasing growth rate for Hexagon.

Acquisitions entail risk. The acquired entities’ relations with
customers, suppliers and key personnel may be negatively
affected by the acquisition. Thereisalso arisk thatintegration
processes may prove more costly or more time consuming than
estimated and that anticipated synergiesin whole orin part fail
to materialise. An acquisition of a company thatis not conducting
its businessin a sustainable way orin compliance with Hexagon’s
Code of Business Conduct and Ethics may have a negative impact
on Hexagon’s reputation.

Impact of the economy and financial markets

Hexagon monitors many companies to find acquisitions that
canstrengthen the Group’s product portfolio orimprove its
distribution network. Potential targets are regularly evaluated
based on financial, technology and commercial grounds. Every
acquisition candidate’s potential place in the Group is determined
based onsynergy simulations and implementation strategies.
Every effortto complete a thorough due diligence is made in order
to evaluate potential risks.

From 2000 to date, Hexagon completed more than 170
acquisitions. Based onits extensive experience in acquisitions
andintegration and clear strategies and goals, Hexagon is
strongly positioned to successfully integrate acquired companies
into the Group. In Hexagon’s standard due diligence process, a
number of sustainability elements are included, such as detailed
consideration about the internal controls of the target company,
quality business practices, environmental matters, employee
matters, ISO (International Organisation for Standardisation),
LEED (Leadership in Energy and Environmental Design) or other
industry certifications, and anti-corruption/FCPA (Foreign Corrupt
Practices Act) and export controls. Hexagon also evaluates
whether target companies are following a robust code of conduct
and whether the target companies’ corporate responsibility and
sustainability programmes are effective.

Hexagon engages in worldwide operations that are dependent

on globaleconomic and financial market conditions, as well

as conditions thatare unique to certain countries or regions.
Generaleconomic and financial market conditions affect the
inclination and the capabilities of Hexagon’s existing and potential
customerstoinvestin design, measurementand visualisation
technologies. Weak macroeconomic conditions globally orin part
of the world may therefore resultin lower market growth that falls
below expectations and lower revenues for Hexagon.

The ongoing Covid-19 pandemic has caused significant disruption to
the globaleconomy, including in all of the regions in which Hexagon,
its suppliers, distributors, business partners and customers do
businessandinwhich Hexagon’s workforce is located. The Covid-19
pandemic and efforts to manage it, including those by governmental
authorities, have had, and could continue to have, significant
impacts on global markets. New variants, uncertainty about the
long-term consequences of the Covid-19 pandemic forimportant
Hexagon customerindustries, and anincrease of raw materialand
intermediate goods costs could impact Hexagon’s sales potential
and coststructure. While the duration and severity of those impacts
on Hexagon’s business are highly uncertain, they have had, and
could continue to have, an adverse effect on the business, financial
condition and results of operationsin many ways.
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Hexagon’s businessis widely spread geographically, with a broad
customer base within numerous market segments. Potential
negative effects of adownturn in the developed world may, for
example, be partially off-set by growth in emerging markets and
vice-versa.

While Hexagon have developed and continue to develop plans
intended to help mitigate the negative impact of the pandemic
on the business, a protracted economic downturn may limit the
effectiveness of those mitigation efforts.



Risk

Geopoliticalrisks

Risk management

Understanding geopolitical risk, how geography and economics
influence politics and the relations between countries, is
importantinaworld that has become more closely intertwined
due totherise of globalisation.

Current geopoliticalrisksinclude the currentcrisis in Ukraine
resulting from the invasion of the region by Russian forces and
the corresponding global sanctions now facing Russian business,
politicaland economic uncertainty surrounding the vulnerability
of the interconnected globaleconomy to pandemics and the
potential for further escalation of the trade issues between the
USand China.

Understanding how these geopolitical risks may affect Hexagon’s
organisation, operating results and strategies is critical to
making accurate projections about Hexagon’s future growth and
profitability. However, what impact the Ukraine crisis, pandemics
and/or an escalating trade war between the US and China will
have onworld trade and the global markets, and the demand for
Hexagon’s products, over the coming years is still fairly uncertain
and will to some extent depend upon resolution of any crises and
whetheragreementsregarding access to the markets can be
settled.

Competition and price pressure

In order to eliminate risks that may occur due to geopolitics, such as
sanctions and/or global perception and reputationalrisk resulting
from doing businessin Russiainresponse to the Ukraine crisis,
disruption tointernationalcommerce or the globaleconomy,
Hexagon is following developments closely while evaluating
different strategiesin order to prepare forand handle possible
scenarios that may affect Hexagon’s organisation and the ability to
do businessin different parts of the world in the near term and over
the comingyears.

Parts of Hexagon’s operation are carried outin sectors which

are subject to price pressure and rapid technological change.
Hexagon’s ability to compete in the market by introducing new
and successful products with enhanced functionality while
simultaneously cutting costs on new and existing products is of
the utmostimportance in order to avoid erosion of market share.
Otherinherentrisks exist with competitors, such as consolidation
orentryinto Hexagon’s markets by companies with significant
resources. R&D efforts are costly and new product development
always entails arisk of unsuccessful product launches

or commercialisation, which could have materialadverse
consequences on Hexagon. Further, technologicalinnovation and
changing trends, such as disruptive technologies, supply chains,
new market entrants or novel business models, creates inherent
risks thatare difficult to foresee.

Hexagon invests annually approximately 10-13 per cent of its net
salesin R&D. In totalalmost 5,000 employees are engaged in

R&D at Hexagon. The objectives for Hexagon’s R&D division are

to transform customer needs into products and services and to
detect market and technology opportunities early on. Introducing
new products and technologies requires active intellectual
property managementto secure Hexagon’s technological
position.
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Operational risk management

Operational risks concern risks related to reception of new products and services,
dependence on suppliers and risks related to human capital. Since the majority of
operationalrisks are attributable to Hexagon’s customer and supplier relations, ongoing
risk analyses of customers and suppliers are conducted to assess business risks.
Operationalrisks are primarily managed within each subsidiary of Hexagon.

Risk

Customers

Risk management

Hexagon’s business activities are conducted in a large number
of markets with multiple customer categories. In 2021, Surveying
was the single largest customer category and accounted for

20 percentof netsales. For Hexagon, this customer category
may involve certainrisks as a downturn or weak developmentin
the surveying sector can have a negative impact on Hexagon’s
business. Surveyingis followed by customer categories
Electronics and Manufacturing with 17 per cent, Infrastructure
and Construction with 15 per centand 10 per centand Power
and Energy with12. Changing demand of Hexagon’s customers s
possible as technology needs and consumption change over time.

Hexagon may face risks, including reputationalrisks, of expending
capitaland resourcesin generating new businessin Russia while
the Ukraine crisisis ongoing and/or if customers are misusing the
company’s products in ways that negatively impact human rights.
Further, due to the Covid-19 pandemic, delays, cancellations, or
changesto userandindustry conferences and other marketing
eventsrelating to Hexagon’s solutions, including its own customer
and partner events, may negatively impact the ability to obtain
new and retain existing customers, and effectively market
Hexagon’s solutions.

Suppliers

Hexagon has a favourable risk diversification in products and
geographicalareas, and no single customer or customer category
is decisive for the Group’s performance. The largest customer
represents approximately 1per cent of the Group’s total net
sales. Creditriskin customer receivables accounts for the
majority of Hexagon’s counterparty risk. Hexagon believes there
isno significant concentration of counterparty risk. Further,
inresponse to the Ukraine crisis, Hexagon has suspended

new businessin Russia. If any services are required to support
and maintain those Russian customers who are not subject to
sanctions, Hexagon will continue to provide such minimal support
activities.

Hexagon’s compliance programme addresses all principles
containedin the Code of Business Conduct and Ethics, including
exportcontrols. Hexagon is committed to complying with
appropriate export controls, and the company’s compliance
efforts aim to safeguard peace and security by preventing the
unlawfultrading of items (i.e., goods, software or technology)

or diversion to destinations where they may be used forillegal
purposes.

Hexagon’s hardware products consist of components from
several different suppliers. To be in a position to selland deliver
solutionsto customers, Hexagon is dependent upon deliveries
from third partiesinaccordance with agreed requirements
relating to, for example, quantity, quality and delivery times.
Erroneous or default deliveries by suppliers can cause delay

or defaultin Hexagon’s deliveries, which canresultin reduced
sales. Supply chain, transportation and logistics availability
areincreasingly difficult and costly due primarily to Covid-19
pandemic related factors and shortages. Further, Hexagon uses
subcontractors, distributors, resellers and other representatives.
Hexagon may face risks, including reputationalrisks, if suppliers
are operatingin ways that negatively impact humanrights. The
Covid-19 pandemic temporarily resulted in an inability to meet

in person or otherwise effectively communicate with current or
potentialvendors, suppliers, and partners, which may negatively
affect currentand future relationships with such vendors,
suppliers, and partners and Hexagon’s ability to generate demand
forsolutions.

If there were to be unmanaged negative impacts following a
supplier’'snoncompliance with Hexagon’s Code of Business
Conductand Ethics and/or Hexagon’s Supplier Code of Conduct,
itmay resultinreputationalrisks for Hexagon.

Production and distribution units

Hexagon has afavourable risk diversification,and no single
supplieris decisive for the Group’s performance. The largest
supplieraccounted for approximately 1 per cent of Hexagon’s
totalnet salesin 2021. To minimise the risk of supply shortages
or of excessive price variations among suppliers, Hexagon works
actively to coordinate sourcing within the Group and to identify
alternative suppliers for strategic components. Supplier risk
surveys are performed (by Hexagon’s external partner) in order
toidentify and mitigate risks associated with the suppliers’
operations.

Hexagon also has a sustainability risk assessment and supplier
audit processin place, including handling the risk of breachesin
humanrights. Hexagon has a compliance programme in place for
suppliers to manage socialand ethicalrisks. Hexagon regularly
conducts supplier audits to ensure suppliers are compliant

with the Hexagon’s Code of Business Conductand Ethicsand
Hexagon’s Supplier Code of Conduct.

Hexagon’s production and distribution units are exposed to risks
(fire, explosion, natural hazards, machinery damages, cyber
threats, infrastructure failures, power outages, etc.) that could
lead to property damage and business interruption. Thisriskis
further accentuated by climate change, which has adirectimpact
onthe frequency and severity of these events.
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Risk grading surveys are performed (by Hexagon’s external
partner)in order to identify and mitigate risks as wellas support
localmanagementin their loss prevention work. Surveys are
conducted with each subsidiaryin accordance with along-term
plan. Hexagon has implemented ISO 9001 at the majority of the
largest production sites.



Risk

Human capital

Risk management

The resignation of key employees or Hexagon’s failure to attract
skilled and diverse personnel to all different levels within

the organisation may have an adverse impact on the Group’s
operations. Further, maintaining Hexagon’s company culture is
criticalto attracting and retaining top talent.

Hexagon’s workforce was and continues to be in various parts

of its organisation, unable or unwilling to work on-site or travel

as aresult of event cancellations, facility closures, shelter-in-
place, travel and other restrictions and changes inindustry
practice due to the Covid-19 pandemic, or if they, their co-workers
or their family members becomeill or otherwise require care
arrangements. These workforce disruptions have adversely
affected and could continue to adversely affect Hexagon’s
ability to operate, including to develop, manufacture, generate
sales of, promote, market and deliver hardware and software
products, solutions and services, and provide customer support.
Adoption of new laws or regulations, or changes to existing laws
orregulations, that may be imposed as a result of the Covid-19
pandemic, may cause risks in the company’s ability to hire and
retain skilled professionals.

Environment

Since future successis largely dependent on the capacity to
retain, recruit and develop skilled staff, being an attractive
employer to both potential and existing employeesisan
important success factor for Hexagon. Group and business
area management jointly handle risks associated with human
capital. Hexagon works with a structured approach to HR and
market-based remuneration to ensure employee satisfaction.
Hexagon uses employee engagement as the overall measurein
the employee survey.

Inorder to attract skilled employees, Hexagon cooperates with
multiple universities and colleges around the world, aiming at
training and hiring students with industry-ready skills.

Hexagon provides sensors, software and data to its customers.
60 per centof therevenues are from software and services.
Hexagon does not operate any business that require carbon
credits. However, stricter regulation of environmental matters
canresultinincreased costs or further investments for the
companies within Hexagon which are subject to such regulation.
Climate change can resultin naturaldisasters andincrease the
risk of physical damage on assets and supply shortages. Hexagon
isimpacted by such legislation in a manner similar to other
companies operatingin these fields.

Business ethics and corruption

Hexagon believes thatitis in material compliance with all
applicable laws and obligations and obtains relevant approvals
where needed. Hexagon continuously monitors anticipated and
implemented changesin legislationin the countriesin which

it operates. Hexagon routinely assesses therisk of climate
change onits operations as part of its Insurance Programme.
Hexagon has implemented ISO 14001 at the majority of the
largest production sites and has implemented a sustainability
programme toreduce its carbonimpactinits own operations and
initsvalue chain.

Corruption negatively impacts communities and overall global
economic developmentand erodes the trust necessary to build

a stable business environment. Additionally, businesses such

as Hexagon may be held liable for the corrupt actions taken by
employees, strategic or local partners or other representatives. If
Hexagon oritsintermediaries fail to comply with anti-corruption
laws, governmental authorities could seek to impose civiland/or
criminal fines and penalties which could have an adverse effect
on Hexagon’s business. For Hexagon, anti-corruption compliance
isof utmostimportance, asit helps Hexagon advance its financial
interests and brand value.

Cyberrisks and data protection

Hexagon hasarobust Code of Business Conductand Ethicsand
Anti-Corruption Compliance Programme in place, covering the
entire Group, including policies, processes and training. The anti-
corruption compliance documents include policiesin such areas
as gifts and entertainment (both to and from third parties), hiring
candidates with government connections and engagingin and
transacting business with third parties.

Hexagonrelieson IT systemsinits operations. Disruptions or
faultsin critical systems may have a negative impact on Hexagon’s
operations, including impact on production, Hexagon’s tangible
andintellectual property and, in some cases, the intellectual
property and operations of external parties. The Covid-19
pandemic has presented security challenges as employees and
those of Hexagon’s partners, customers and service providers
work remotely from non-corporate managed networks during the
ongoing Covid-19 pandemic and potentially beyond.

Incidents may also lead to data privacy infringements such as
unauthorised access, leakage or loss of data. Data security and
integrity are criticalissues for the Hexagon Group. Under the
GDPR, and other analogous legislation in various jurisdictions,
and ePrivacy regulations, Hexagon has firm legal requirements
to protect against personalinformation (Pl) data breaches. The
regulations extend to all vendors that Hexagon uses to collect,
store and process Pl data onits behalf. In China, there is a similar
law recently adopted to protect various data types, including Pl
data. Itiscritical for Hexagon to protect and secure all data as the
costs of remediating a serious breach are high and can also be
damaging to Hexagon’s reputation.

Cybersecurityrisks are increasing in society in generaland
Hexagon works continuously to keep the company’s IT systems
protected. In addition, Hexagon investsin enhanced disaster
recovery and data storage capabilities, cyber security expertise,
and adequate insurance protection. Hexagon also mitigates
IT-related risks through contracts with external parties.

Hexagon has mandated thatalldivisions mustimplementa
recognised cybersecurity framework. Hexagon has set the
minimum standard of implementing the NIST-800171 framework
asthe entry-levelapproach. Divisions will assess their needs as
they relate to customer requirements and may need to implement
more stringent frameworks such as 1ISO27001/NIST-800-53.
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Financial risk management

Financial risks are managed at the Group level. The Group Treasury Policy, which is
updated and approved annually by the Board of Directors, stipulates the rules and
limitations for the management of financial risks throughout the Group. Hexagon’s
internal bank coordinates the management of financial risks and is also responsible for
the Group’s external borrowing and internal financing. Additional financial risks include,
but are not limited to, the risks of varying business results, seasonal variation, and
changes to accounting principles (or application thereof).

Risk

Currency

Risk management

Hexagon’s operations are mainly conducted internationally.
During 2021, total operating earnings, excluding non-recurring
items, from operationsin currencies other than EUR amounted
toanequivalent of 975.1MEUR (808.2). Of these currencies, CHF,
CNY and USD have the biggestimpact on Hexagon’s earnings and
netassets. Currencyriskis therisk that currency exchange rate
fluctuations will have an adverse effect on the income statement,
balance sheet or cash flow.

Sales and purchases of goods and servicesin currencies other
than the subsidiary’s functional currency give rise to transaction
exposure.

Translation exposure arises when the income statementand
balance sheetare translated into EUR. The balance sheet
translation exposure might substantially affect other compre-
hensive income negatively. Furthermore, the comparability of
Hexagon’s earnings between periods is affected by changesin
currency exchange rates. Theincome statement translation
exposureisdescribed in the table below for the currencies
having the largestimpact on Hexagon’s earnings and net assets,
including the effect on Hexagon’s operating earnings in 2021.

Netofincome

Movement’ andcost Profitimpact
CHF Weakened -1% Negative Positive
usD Weakened -4% Positive Negative
CNY Strengthened 3% Positive Positive
EBIT1, MEUR -26.4

1) Compared to EUR and 2020

Interest

Hexagon’s reporting currency is EUR, which has a stabilising
effecton certain key ratios thatare of importance to Hexagon’s
cost of capital.

As much as possible, currency transaction exposure is
concentrated in the countries where the manufacturing entities
are located. Thisis achieved by invoicing the sales entitiesin their
respective functional currency by the manufacturing entities.
According to the Group’s financial policy, currency transaction
exposure should not be hedged using external financial
instruments. The rationale for thisis that the vast majority of
transactions entaila short period of time from order to payment.
Moreover, a transaction hedge only postpones the effect ofa
changein currency rates.

The translation exposure can be mitigated by denominating
borrowingsin the same currency as the corresponding net assets.
Butin order tohave the volatility innetdebtatan acceptable
level, currently the majority of the borrowings is denominated

in EUR.

Theinterestrateriskis therisk thatchangesin marketinterest
rates willadversely affect the Group’s netinterest expense
and/or cash flow. Interest rate exposure arises primarily from
outstanding loans. The impact on the Group’s netinterest
expense depends, among other things, on the average interest
rate for borrowings.

38 Hexagon Annual Report 2021

Inaccordance with the Group Treasury Policy, the average interest
rate duration of the external debtis to be between 6 months and
3years. During the year, interest rate derivatives were used to
manage the interestrate risk.



Risk
Credit

Risk management

Creditrisk, i.e., therisk that customers may be unable to fulfil
their payment obligations, accounts for the majority of Hexagon’s
counterparty risk.

Financialcreditriskis the exposure to default of counterparties

with which Hexagon has invested cash or with which it has entered
into forward exchange contracts or other financialinstruments.

Liquidity

Through a combination of geographicaland industry diversification
of customers, the risk for significant credit lossesis reduced.

Toreduce Hexagon’s financial credit risk, surplus cash is only
invested with a limited number of approved banks and derivative
transactions are only conducted with counterparties where an
ISDA (International Swaps and Derivatives Association) netting
agreement has been established. As Hexagonis anetborrower,
excess liquidity is primarily used to repay external debt and
therefore the average surplus cash invested with banks is keptas
low as possible.

Liquidity riskis the risk of not being able to meet payment
obligationsin fullas they become due or only being able todo so at
materially disadvantageous terms due to lack of cash resources.

Refinancing

The Group Treasury Policy states that the total liquidity reserve

shallatalltimes be atleast10 per cent of forecasted annual net

sales. Atyear-end 2021, cash and unutilised credit limits totalled
1,341.5 MEUR (1,764.6).

Refinancingrisk refers to the risk that Hexagon does not have
sufficient financing available when needed to refinance maturing
debt, because existing lenders decline to provide additional credit
ordifficulties arise in procuring new lines of credit at a given point
intime. Hexagon’s ability to satisfy future capital needsistoa
large degree dependent on successful sales of the company’s
productsand services. Thereis no guarantee that Hexagon will be
able to generate necessary capital from sales or from third party
financing arrangements. In thisregard, the general development
of the capitaland credit marketsis also of majorimportance.
Hexagon, moreover, requires sufficient financingin order to
refinance maturing debt. Securing these requirements demands
astrongfinancial position of the Group, combined with active
measures to ensure access to credit. There isno guarantee that
Hexagon will be able to raise sufficient fundsin order to refinance
maturing debt.

Insurable risk

Inorder to ensure that appropriate financingisin place and to
decrease refinancing risk, no more than 20 per cent of the Group’s
gross debt, including committed credit facilities, is allowed to
mature within the succeeding 12 months unless replacement
facilities have been enteredinto.

Hexagon’s main sources of financing consist of:

« Amulticurrency revolving credit facility (RCF) established during
2021.The RCF amounts to 1,500 MEUR with a tenor of 5+1+1
years.

» ASwedish Medium-Term Note Programme (MTN) established
during 2014. The MTN programme amounts to 20,000 MSEK
and gives Hexagon the option to issue bonds with tenors of up
toByears.

» ASwedish Commercial Paper Programme (CP) established
during 2012. The CP programme gives Hexagon the option to
issue commercial paper for a totalamount of 15,000 MSEK with
tenor up to 12 months.

Hexagon’s operations, assets and staff are to a certain degree
exposed to various risks of damages, losses and injuries which
could tentatively threaten the Group’s business continuity,
earnings, financialassets and personnel.

To ensure awell-balanced insurance coverage and financial
economies of scale, Hexagon’s insurance programme includes,
among other things, group-wide property and liability insurance,
travelinsurance, errors and omissions insurance and transport
insurance, combined with localinsurance coverage wherever
needed. Theinsurance programme is periodically amended so
that ownedriskandinsured risk are optimally balanced.
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Legal risk management

Legalrisks are primarily managed within each subsidiary of Hexagon. The Group legal
function supports the subsidiaries and manages certain legal risks at the Group level.

Risk

Legislation and regulation

Risk management

Hexagon’s main markets are subject to extensive regulation.
Hexagon’s operations may be affected by regulatory changes,
changesto customs dutiesand other trading obstacles, and
pricing and currency controls, as wellas other government
legislation and restrictions in the countries where Hexagon is
active. For example, more stringent regulations have been passed
orare being developed in severaljurisdictions, causingincreased
responsibilities for companies regarding the privacy and
processing of personaldata. These changing requirements and
more stringent rulesimpose a risk of non-compliance with these
data protection regulations, which could result in substantial
legalfees and damage to Hexagon’s reputation. Additional areas
of regulatory uncertainty include laws and regulations related

to environmental sustainability (including climate change). For
example, new laws and regulationsin response to climate change
couldresultinincreased energy efficiency for Hexagon’s products
andincreased compliance and energy costs.

Intellectual property rights

Hexagon closely monitors legislation, regulations and applicable
ordinancesin each marketand seeks to adapt the business to
identified future changesin each market. To manage country-
specific risks, Hexagon observes local legislation and monitors
political developmentsin the countries where the Group conducts
operations. To this effect, Hexagon has adopted a worldwide
compliance programme across the Group to ensure thatits
subsidiaries atall times comply with allapplicable legislation,
rulesand ordinances. Further, with respect to the Ukraine crisis,
Hexagon will continue complying with allapplicable export control
restrictions and sanctions laws relevant to our operations and
with the rules of ethics and international standards.

Intellectual property infringement and plagiarism by third parties
are risks to which Hexagon is exposed. There is no guarantee that
Hexagon willbe able to protect obtained patents, trademarks and
otherintellectual property rights or that submitted applications
forregistration willbe granted. Furthermore, thereis arisk

that new technologies and products are developed which
circumvent or replace Hexagon’s intellectual property rights.
Infringement disputes can, like disputesin general, be costly and
time consuming and may therefore adversely affect Hexagon’s
business. Additionally, third parties may assert that Hexagon’s
productsinfringe theirintellectual property rights.

Tax

Hexagon seeks to protectits technology innovations to safeguard
thereturns onthe resources that Hexagon assigns to R&D.

The Group strives to protectits technicalinnovations through
patents and protectsitsintellectual property rights through legal
proceedings when warranted. Such intellectual property rights
can generally only be enforced injurisdictions that have granted
such protections or recognise these rights.

Hexagon operates through subsidiaries in anumber of jurisdictions
and all cross-border transactions are normally a tax risk because
there are no global transfer pricing rules. Local tax authorities
follow their own local transfer pricing rules and authorities interpret
transfer pricing guidelines differently. Hexagon frequently interacts
with local taxing authorities and frequently has several ongoing tax
auditsin progress.

Hexagon’s interpretation of prevailing tax law, tax treaties,
OECD guidelines and agreements entered into with foreign
taxauthorities may be challenged by tax authoritiesin some
countries. Rules and guidelines may also be subject to future
changes which can have an adverse effect on the Group’s tax
position. Furthermore, a change in the business or part of the
business can have animpact on agreements entered into with
tax authoritiesin some tax jurisdictions.

The taxrate may increase if large acquisitions are made in high

taxjurisdictions or if the corporate tax rates change in countries
where Hexagon carries out substantial business.
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Transactions between Group companies are carried outin
accordance with Hexagon’s interpretation of prevailing tax laws,
tax treaties, OECD’s guidelines and agreements entered into
with foreign tax authorities. Risks are also presented by new
accountingrules orinterpretations by the applicable governing
bodies.
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Consolidated income statement

MEUR Note 2021 2020
Net sales 3,5,24 4.,3411 3,764.4
Cost of goods sold 6,12 -1,544.0 -1,390.1
Gross earnings 2,7971 2,374.3
Sales expenses 6,12 -797.4 -687.3
Administration expenses 6,12 -357.4 -328.2
Research and development expenses 6,12 -510.8 -462.7
Capital gain from sale of shares in group companies 9,27 0.3 -
Other operating income 7,12 207.2 152.2
Other operating expenses 7,12 -329.2 -261.3
Operating earnings' 3,13,22,29,30,31  1,009.8 787.0
Financialincome and expenses

Financialincome 10,25 (Sl 6.3
Financial expenses 10,16, 25 S -33.7
Earnings before tax 3 983.6 759.6
Tax on earnings for the year 1 -173.6 -134.9
Net earnings 810.0 624.7
Attributable to:

Parent company shareholders 801.6 618.1
Non-controlling interest 8.4 6.6
1) Of which adjustments 12 -2590.8 -222.5
Earningsinclude depreciation, amortisation and impairment of -578.9 -534.2
-of which amortisation of surplus values -62.2 -53.3
Average number of shares, thousands 21 2,599,293 2,572,780
Average number of shares after dilution, thousands 21 2,606,291 2,573,914
Earnings per share, Euro cent 30.8 24.0
Earnings per share after dilution, Euro cent 30.8 24.0
Consolidated statement

of comprehensive income

MEUR Note 2021 2020
Net earnings 810.0 624.7
Other comprehensive income:

Items that will not be reclassified to income statement

Remeasurement of pensions 22 43.7 -29.4
Tax attributable to items that will not be reclassified to income statement i B8 3.6
Totalitems that will not be reclassified to income statement, net of tax 38.4 -25.8
Items that may be reclassified subsequently to income statement

Exchange rate differences 503.5 -468.5
Tax attributable to items that may be reclassified subsequently to income statement:

Tax attributable to effect of translation differences i -14.1 23.3
Totalitems that may be reclassified subsequently to income statement, net of tax 489.4 -445.2
Other comprehensive income, net of tax 527.8 -471.0
Total comprehensive income 1,337.8 153.7
Attributable to:

Parent company shareholders 1,326.8 147.5
Non-controlling interest 1.0 6.2
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Consolidated balance sheet

MEUR Note 2021-12-31 2020-12-31
ASSETS

Fixed assets

Intangible fixed assets 8,14  10,909.4 7,941.8
Tangible fixed assets 15 536.7 480.1
Right-of-use assets 16 201.7 2051
Other long-term securities holdings 17,25 20.9 15.7
Other long-term receivables 17,18,25 48.7 64.7
Deferred tax assets i 105.9 102.1
Total fixed assets 11,823.3 8,809.5
Current assets

Inventories 19 443.5 3711
Customer receivables 5,18, 25 1,090.8 884.7
Current tax receivables n 26.5 35.0
Other receivables - interest bearing 25 1.0 1.3
Other receivables - non-interest bearing 18,25 87.3 77.0
Prepaid expenses and accrued income 20,25 150.5 127.6
Short-term investments 25 42.8 65.7
Cash and bank balances 25 429.3 331.7
Total current assets 2,271.7 1,894.1
TOTALASSETS 14,095.0 10,703.6
SHAREHOLDERS’ EQUITY AND LIABILITIES

Shareholders’ equity

Share capital 21 85.8 81.6
Other capital contributions 3,378.4 1,631.2
Revaluation reserve -4.8 -4.8
Translation reserve 337.9 -151.5
Retained earnings 4,934.8 4,378.3
Shareholders’ equity attributable to Parent company shareholders 8,732.1 5,934.8
Non-controlling interest 32.6 4.4
Total shareholders’ equity 8,764.7 5,949.2
Long-term liabilities

Provisions for pensions 22 75.0 125.4
Other provisions 23 13.9 4.7
Deferred tax liabilities n 478.0 460.2
Long-term liabilities — interest bearing 25 2143.0 1,995.4
Lease liabilities 16 149.9 153.5
Other long-term liabilities — non-interest bearing 25 116.0 85.5
Total long-term liabilities 2,975.8 2,834.7
Current liabilities

Accounts payable 25 263.2 207.4
Advance payments from customers 25 99.9 76.0
Current tax liabilities i 71.9 61.0
Current liabilities — interest bearing 25 582.3 437.4
Lease liabilities 16 62.7 61.6
Other liabilities — non-interest bearing 25 135.3 189.7
Other provisions 23 54.8 48.3
Deferred income 20,25 655.1 520.9
Accrued expenses 20,25 429.3 317.4
Total current liabilities 2,354.5 1,919.7
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 14,095.0 10,703.6
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Consolidated statement of changes in equity

Shareholders’ equity Non-

Share Othercapital Revaluation Translation Retained attributable to parent  controlling Total share-
MEUR capital contributions reserve reserve earnings| company shareholders interest| holders’ equity
Opening shareholders’
equity, 2020-01-01 81.6 1,631.2 -4.8 293.7 4,062.1 6,063.8 1341 6,076.9
Total comprehensive income - - - -445.2  592.7 147.5 6.2 153.7
Transactions with non-controlling
interest - - - - -1.3 -1.3 1.3 -
New share issue in progress - -0.4 - - - -0.4 - -0.4
New share issue - 0.4 - - - 0.4 - 0.4
Repurchase of treasury shares - - - - -47.3 -47.3 - -47.3
Dividend - - - - -227.9 -227.9 -6.2 -234.1
Closing shareholders’
equity, 2020-12-31 81.6 1,631.2 -4.8 -151.5 4,378.3 5,934.8 14.4 5,949.2
Total comprehensive income - - - 489.4 837.4 1,326.8 11.0 1,337.8
Transactions with non-controlling
interest = = = = -0.3 -0.3 0:3 =
Non-cash issue 4.2 1,747.2 = = = 1,751.4 = 1,751.4
Repurchase of treasury shares = = = - -62.2 -62.2 = -62.2
Dividend = = = - -238.4 -238.4 -5.8 -244.2
Acquisition of non-controlling
interest = = = = = = 12.7 12.7
Share based programme (LTIP) = = = = 20.0 20.0 = 20.0
Closing shareholders’
equity, 2021-12-31 85.8 3,378.4 -4.8 337.9 4,934.8 8,7321 32.6 8,764.7

Share capitalis describedin detailin Note 21.

Other contributed capitalincludes, among others, premium reserves and statutory reserves.

The revaluation reserve relates to fair value adjustments related to financial assets measured at fair value through other comprehen-

siveincome

The translation reserve is the net of currency translation differences related to foreign subsidiaries and the effect after tax of the cur-

rency hedging of netassets made in foreign subsidiaries.

Retained earnings include all historical net earnings after tax excluding non-controlling interest less dividends paid, including remea-
surements of pensions posted in other comprehensive income.

Non-controlling interest are the shares of equity that pertain to non-controlling interest (minority) in certain subsidiaries.
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Consolidated statement of cash flows

MEUR Note 2021 2020
Cash flow from operating activities
Operating earnings 1,009.8 787.0
Adjustments for items in operating earnings not affecting cash flow:
Depreciation, amortisation and impairment 578.9 534.2
Change in provisions -60.3 -50.9
Capital gain/loss on divestments of fixed assets 0.9 0.1
Capital gain from sale of shares in group companies -0.3 -
Share program expenses 251 -
Other 9.0 -
Interest received 4.9 6.9
Interest paid -33.6 -31.4
Tax paid -189.4 -163.2
Cash flow from operating activities before changes in working capital 1,345.0 1,082.7
Cash flow from changes in working capital
Change ininventories -48.8 22.7
Change in currentreceivables -142.2 89.3
Change in current liabilities 169.6 109.3
Cash flow from changes in working capital -21.4 221.3
Cash flow from operating activities’ 1,323.6 1,304.0
Cash flow from ordinary investing activities
Investments in intangible fixed assets 14 -312.2 -286.6
Investmentsin tangible fixed assets 15 -112.7 -107.5
Divestments of tangible fixed assets 15 515 10.8
Cash flow from ordinary investing activities -419.4 -383.3
Operating cash flow 904.2 920.7
Cash flow from other investing activities
Investments in subsidiaries 27 -748.4 -760.5
Divestments of subsidiaries 27 0.3 -
Investments in financial fixed assets 17 -4.0 -42.7
Divestments of financial fixed assets 17 5.4 8.2
Cash flow from other investing activities -746.7 -795.0
Cash flow from financing activities
Borrowings 24,25 714.7 653.7
Repayment of debt 24,25 -494.8 -561.0
Repurchase of treasury shares 21 -62.2 -47.3
Dividend to parent company shareholders -238.4 -227.9
Dividend to non-controlling interests in subsidiaries -5.8 -6.2
Cash flow from financing activities -86,5 -188.7
Cash flow for the year 71.0 -63.0
Cash and cash equivalents, beginning of year? 397.4 468.3
Effect of translation differences on cash and cash equivalents 3.7 -7.9
Cash flow for the year 71.0 -63.0
Cash and cash equivalents, end of year? 4721 397.4
1) Of which non-recurring cash flow -27.8 -70.5

2) Cash and cash equivalents include short-term investments and cash and bank balances
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Parent companyincome statement

MEUR Note 2021 2020
Net sales 4 15.4 10.5
Administration expenses 4,6,29,30,31 -29.0 -20.9
Operating earnings -13.6 -10.4
Financialincome and expense

Earnings from shares in group companies 9 0.6 360.1
Financialincome 10 93.7 1201
Financial expenses 10 -102.4 -139.9
Earnings before tax and appropriations -21.7 329.9
Appropriations

Group contribution, net 0.0 -3.1
Change in profit equalisation reserves 7.3 35.0
Earnings before tax -14.4 361.8
Taxon earnings for the year il 2.9 -1.6
Net earnings -1.5 360.2
of comprehensive income

MEUR 2021 2020
Net earnings Si25 360.2
Other comprehensive income = -
Total comprehensive income -11.5 360.2
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Parent company balance sheet

MEUR Note 2021-12-31 2020-12-31
ASSETS

Fixed assets

Intangible fixed assets 14 3.0 0.1
Tangible fixed assets 15 0.0 0.1
Totalintangible and tangible assets 3.0 0.2
Financial fixed assets

Sharesin group companies 17 10,527.4 8,013.6
Receivables from group companies 17 718.0 1,260.9
Other financial fixed assets 17 11 0.9
Deferred tax assets 1 3.0 -
Total financial fixed assets 11,249.5 9,275.4
Total fixed assets 11,252.5 9,275.6
Current assets

Currentreceivables

Receivables from group companies 1,737.4 1,492.1
Taxreceivables i 0.1 1.6
Other receivables 0.3 0.3
Prepaid expenses and accrued income 20 0.9 0.3
Total currentreceivables 1,738.7 1,494.3
Cash and bank balances 93.0 2.6
Total current assets 1,831.7 1,496.9
TOTALASSETS 13,084.2 10,772.5
SHAREHOLDERS’ EQUITY AND LIABILITIES

Shareholders’ equity

Restricted equity

Share capital 21 85.8 81.6
Reserve for capitalised development expenses 3.0 0.1
Statutory reserve 314.3 314.3
Total restricted equity 4031 396.0
Non-restricted equity

Premium reserve 2,903.1 1,155.8
Retained earnings 3,341.4 3,656.4
Total non-restricted equity 6,244.5 4,812.2
Total shareholders’ equity 6,647.6 5,208.2
Untaxed reserves = 7.5
Totaluntaxed reserves = 7.5
Provisions

Other provisions 11 0.9
Total provisions 1.1 0.9
Long-term liabilities

Liabilities to creditinstitutions 25 1,992.8 1,994.6
Total long-term liabilities 1,992.8 1,994.6
Current liabilities

Liabilities to creditinstitutions 25 573.4 419.6
Accounts payable 1.2 0.8
Liabilities to group companies 3,860.1 3,125.0
Other liabilities 1.7 9.9
Accrued expenses and deferred income 20 6.3 6.0
Total current liabilities 4,442.7 3,561.3
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 13,084.2  10,772.5

Hexagon Annual Report 2021

47



Parent company statement of changes in equity

Unrestricted shareholders’

Restricted shareholders’ equity equity
Reserve for
Paid-in, capitalised
non-registered  development Statutory Premium Retained Total share-

MEUR Share capital  share capital expenses reserve reserve earnings holders’ equity
Opening balance 2020-01-01 81.6 0.0 0.1 314.3 1,155.8 3,571.4 5,123.2
Total comprehensive income - - - - - 360.2 360.2
Capitalisation of development
expenses - - 0.0 - - 0.0 -
Dividend - - - - - -227.9 -227.9
New share issues 0.0 - - - 0.4 - 0.4
New share issues in progress - 0.0 - - -0.4 - -0.4
Repurchase of treasury shares - - - - - -47.3 -47.3
Closing balance 2020-12-31 81.6 - 041 314.3 1,155.8 3,656.4 5,208.2
Total comprehensive income = = = = = -11.5 -11.5
Capitalisation of development
expenses = = 2.9 = = -2.9 =
Dividend - = = = - -238.4 -238.4
Non cash issue 4.2 - - - 1,747.2 - 1,751.4
Repurchase of treasury shares = = = = = -62.2 -62.2
Rounding = = = = 0.1 = 01
Closing balance 2021-12-31 85.8 = 3.0 314.3 2,903.1 3,341.4 6,647.6
Parent company statement of cash flows
MEUR Note 2021 2020
Cash flow from operating activities
Operating earnings -13.6 -10.4
Adjustment for operating earnings items not affecting cash flow:

Depreciation, amortisation and impairment 0.2 0.1

Unrealised exchange rate gains and losses 15.9 7.3
Dividends received 0.2 -
Financialincome received 92.5 1841
Financial expense paid -104.3 -139.2
Tax paid 1.3 -15.9
Cash flow from operating activities before changes in working capital -7.8 -40.0
Cash flow from changes in working capital
Change in currentreceivables -244.3 140.3
Change in current liabilities 729.5 1,051.1
Cash flow from changes in working capital 485.2 1,191.4
Cash flow from operating activities 477.4 1,151.4
Cash flow from investing activities
Investmentsinintangible fixed assets 14 -3.0 -01
Investmentsin tangible fixed assets 15 = -01
Investmentsin financial fixed assets 17 -762.6 -0.3
Change in long-term receivables, group companies 585.2 -1,144.6
Cash flow from investing activities -180.4 -1,145.1
Cash flow from financing activities
Borrowings 565.3 632.1
Repayment of debt -412.7 -459.7
Provisions 0.2 0.2
Acquisition of treasury shares 21 -62.2 -47.3
Dividend to shareholders -238.4 -227.9
Cash flow from financing activities -147.8 -102.6
Cash flow for the year 149.2 -96.3
Cash and cash equivalents, beginning of year" 2.6 60.9
Effect of translation differences on cash and bank -58.8 38.0
Cash flow for the year 149.2 -96.3
Cash and cash equivalents, end of year' 93.0 2.6

1) Cash and cash equivalents include cash and bank balance
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Notes

NOTE1 Accounting policies

The consolidated accounts of Hexagon have been preparedin accor-
dance with the International Financial Reporting Standards (IFRS)
issued by the International Accounting Standards Board (IASB) and
interpretation statements by the International IFRS Interpretation
Committee (IFRIC), which have been approved by the European
Commission for application withinthe EU.

Furthermore, the recommendation RFR1Supplementary account-
ing rules for corporate groups issued by the Swedish Financial
Reporting Board have been applied.

The Parent Company applies the Annual Accounts Actand the rec-
ommendation RFR 2 Accounting for legal entities. The recommenda-
tion means that the Parent Company applies the same accounting
policies asthe Group, exceptin those cases when the Annual
AccountsActor current tax rules limits the opportunities to apply
IFRS. Differences between the accounting principles applied by the
Parent Company and the Group are outlined under Accounting
Policiesin the Parent Company on the next page.

The accounting policies and calculation methods applied by the
Group are consistent with those of the previous financial year except
as below.

On 29 March 2022, the Board of Directors and the Presidentand CEO
approved thisannual reportand consolidated accounts for publica-
tionand they will be presented to the Annual General Meeting on 29

April2022 for adoption.

Application of new and amended standards from 2021

New changesin standards and interpretations that entered into
force from1January 2021are not expected to have had any mate-
rialimpact on the financial statements of Hexagon.

Application of new standards from 2022

New standards, amended standards and interpretations that
have notentered into force, have notbeen applied inadvancein
the financial reports of Hexagon and are not expected to have any
materialimpact on the financial statements of Hexagon.

Basis of reporting for the Parent Company and the Group

The functionalcurrency of the Parent Companyis EUR asis the
presentation currency for the Parent Company and the Group.
Thefinancialreports are presentedin EUR. Allamounts, unless
indicated otherwise, are rounded off to the nearest million with
one decimal.

Assets and liabilities are reported at historical cost except for
certain financialinstruments which are reported at fair value.

Receivables and liabilities orincome and expenses are only off-
setif required or explicitly permitted by an accounting standard.

Preparing the financial statements in compliance with IFRS
requires that Management make judgements and estimates as
wellas make assumptions that affect the application of account-
ing principles and the amounts recognised as assets, liabilities,
income and expenses. The actual outcome may diverge from
these estimates and assumptions. Estimates and assumptions
are reviewed continuously. Changes of estimates are recognised
inthe period when the change is made if the change only affects
current period or in that period when the change is made and
coming periods if the change affects both current period and
coming periods.

Judgements made by Management for the application of IFRS
that have a substantialimpact on the financial reports and esti-
mates made that may lead to significant adjustmentsin coming
years’ financial reports are described in more detailin Note 2.

Classification

Fixed assets and long-term liabilities essentially consist of
amounts expected to be realised or settled after twelve months
from the balance sheet date. Current assets and short-term liabil-
ities essentially consist only of amounts expected to be realised
or settled within twelve months from the balance sheet date. The
Group’s operating cycle isassessed to be less than one year.

Consolidated financial statements

The consolidated financial statements consolidate the Parent
Company and the other companiesinwhich the Parent Company
hasacontrollinginfluence, thatis, is exposed or hasright to
variable returns fromitsinvolvementand has the ability to affect
those returnsthroughits involvement.

Companies or businesses acquired (acquisitions) are accounted for
under the purchase method. The method involves a business combi-
nationto be regarded asatransaction in which the Group indirectly
acquires the assets of the businessand assumesits liabilities. The
Group’sacquisition costis determined through a purchase price allo-
cationin connection with the acquisition. The acquisition costis the
sum of the fair value at the acquisition date of whatis paid in cash,
assumed liabilities or issue of own shares.

Contingent considerations are often conditional by future goals on
salesor performance. Atacquisition date, an estimation of the fulfil-
ment of the goalsis made. The contingent considerationis measured
atfairvalue andincludedin the acquisition costand recognised asa
financialliability in accordance with IFRS. Long-term contingent con-
siderations are discounted to presentvalue. The measurement to
fairvalueisinitially based on the expected outcome of the acquired
company’s sales or performance. Contingent considerations are
subsequently measured at fair value and essential effects of remea-
surements are recognised in the income statementinaccordance
with IFRS. Ifarevenueisrecognised asaconsequence of achange

in estimation, the surplus values from the acquisition will be tested
forimpairment. If the impairmenttestresultsinanimpairment, the
expense will meet the revenue from the remeasurement of the con-
tingent consideration. Transaction costs are expensedin the income
statementwhenincurred.

Identifiable assets acquired and liabilitiesassumed are rec-
ognised initially at their fair values at the acquisition date. Excep-
tions are made for acquired tax assets and liabilities, employee
benefits, stock-based compensation and assets held for sale,
valued inaccordance with the principles described for each item
inin each standard.

Goodwillrecorded represents the difference between the acqui-
sition cost of group companies’ shares, the value of non-con-
trollinginterestin the acquired business and the fair value of
previously owned shares and on the other hand, the purchase
price allocation of the assets acquired and liabilities assumed.
For goodwilldisclosures, see Note 14 Intangible fixed assets.
Non-controlling interests are recognised at the acquisition date,
eitheratitsfairvalue or atits proportionate share of the carrying
value of the acquiresidentifiable assets and liabilities. Acquisition
of non-controlling interestis reported as transactions between
shareholders, i.e. within equity.

Group companies’ financial statements are included in the con-
solidated accounts as of the date when control occurs (acqui-
sition date) until the control ceases. When control of the Group
company ceases, but the Group retains sharesin the company,
remaining shares are initially reported at fair value. The gain or
loss from remeasurementis recorded in the income statement.
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NOTE 1Accounting policies, cont.

Translation of financial reports to EUR

Assets and liabilities in operations with a functional currency
otherthan EUR are translated at the closing day exchange rate
andincome statements are translated at average exchange
rates for the period. The resulting translation differences are
recognised directly in other comprehensive income. The amount
isrecognised separately as a translation reserve in equity. In case
of divestment of an operation with a functional currency other
than EUR the accumulated translation differences related to the
divested operation are reclassified from equity toincome state-
mentat the time of recognition of capital gain or loss from the
divestment.

Monetary long-term items towards businesses with a functional
currency other than EUR, for which settlementisnot planned or
will probably not occur within the foreseeable future, are part

of the company’s netinvestment. Translation differences on
such monetary items, which comprise part of the company’s net
investmentare recognised in other comprehensive income and
accumulatedin the translation reserve in equity.

Transactions, assets and liabilities other currencies than EUR
Transactionsin non-EUR currencies are recognised in the func-
tionalcurrency at the exchange rate on the transaction day.
Monetary assets and liabilities are translated to the functional
currency on the closing day at the exchange rate thenin effect.
Exchange rate differences thatarise through these translations
arerecognisedintheincome statement.

Eliminated transactions

Intra-Group receivables and liabilities, revenue or expenses and
gains or losses that arise from transactions between group com-
panies are eliminated in their entirety in the preparation of the
consolidated accounts. Losses are eliminated in the same way as
gains, but only to the extent that there is noimpairment loss.

Earnings per share

The calculation of earnings per share is based on netearnings
attributable to the Parent Company shareholders and on the
weighted number of shares outstanding during the year. The cal-
culation of earnings per share after dilution takes into account the
quarterly calculated dilutive effect from any potential common
shares.
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Government grants

Government grants have been recognisedinaccordance with IAS
20.Receivables and revenue are recognised when there is reason-
ble assurance that the terms and conditions willbe met, and itis
reasonably certain that the grantwill be received.

Share programme

Hexagon’s share programme is accounted for according to IFRS 2
and is classified as an equity-settled share-based payment trans-
action, which means the programme is reported within equity.
Socialfeesarereportedasaliability in the balance sheet.

Accounting policies in the Parent Company
The Parent Company applies the same accounting principles as
the Group with the following deviations:

+ Inthe Parent Company, the exemption in RFR 2 for IFRS 9 Finan-
cial Instruments is applied. This means, among other things, that
financialinstruments are valued based on acquisition value and
the principles of impairment testing of loss risk provisions in
IFRS 9 are applied to the Parent Company’s short-term receiv-
ables and financial fixed assets.

In the Parent Company, the exemption in RFR 2 for IFRS 16 Leasing
Agreementsis applied and the costs for all leasing agreements
are reported on a straight-line basis over the leasing period.

In the Parent Company participations in Group Companies are
reported at acquisition value less any impairment.

Acquisition value of shares in subsidiaries includes transaction
costs and contingent consideration.

Non-monetary assets acquired in a currency other than EUR are
reported at historical exchange rates. Other assets and liabilities
in currencies other than EUR are reported at the exchange rate on
the balance sheet date.

The Parent Company applies the alternative rule for group contri-
butions and reports both submitted and received group contribu-
tions and appropriationsin the income statement.

Dividends

The dividend proposed by the Board of Directors reduces earnings
available for distribution and is recognised as a liability when the
Annual General Meeting has approved the dividend.

Approval of accounts

The Parent Company’s and the consolidated financial statements
willbe presented to the Annual General Meeting for adoption on
29 April2022.



NOTE 2 Critical accounting estimates and assumptions

The criticalaccounting estimates and assumptions that are
addressed in thissection are those that Company Management
and the Board of Directors regard as the mostimportant for
understanding Hexagon’s financial reporting. The information

is limited to areas that are significant considering the degree

of impactand underlying uncertainty. Hexagon’s accounting
estimates and assumptions are based on historical experience
and assumptions that company managementand the Board of
Directorsregard as reasonable under the current circumstances.
The conclusions based on these accounting estimates constitute
the foundation for the carryingamounts of assets and liabilities,
inthe event that they cannot be established through information
from other sources. The actual outcome may differ from these
accounting estimates and assumptions.

Customer contracts

Parts of Hexagon’s sales derive from major and complex customer
contracts. The critical estimates of customer contractsinclude
establishing the amounts that are to be recognised asincome and
when theincome should be recognised. For example, company
management makes estimates of completed performance in
relation to the contractual terms and conditions, the estimated
totalcontractual costs and the proportion of the contract that
has beencompleted atacertain pointintime. The degree of com-
pletionis established by settingincurred costin relation to total
costsrequired to complete the contract. The estimations are also
base forany loss provision, if any.

Hexagon also entersinto revenue agreements that contain mul-
tiple elements, such as hardware, software and/or services. For
these agreements, Hexagon need to assess if revenue should
be allocated to each elementas differentaccounting principles
apply for these elements.

Intangible assets

Intangible assets within Hexagon concern essentially pertain to
goodwill, trademarks and other assets as aresult of acquisition,
such as customer relationships and technology. Goodwilland
otheracquiredintangible assets with an indefinite life are not
subjecttoannualamortisation, while other intangible assets are
amortised. Insofar as the underlying operations develop nega-
tively, animpairment requirement may arise. Impairment testis
implemented if necessary, butatleastonce ayear. Such intan-
gible assetsare subject to annualimpairment testing, which is
essentially based on the value in use, making assumptions about
the sales trend, the Group’s profit margins, on-going investments,
changesinworking capitaland discountinterestrate. Company
management considers the assumptions applied to be compat-
ible with the data received from external sources of information
or from previous experience. Hexagon’s goodwill on 31December
amounted to 8,205.6MEUR (5,705.6). Other intangible assets not
subject to amortisation amount to1,035.5 MEUR (991.8) as of this
date. Performed impairment tests demonstrate that reported
values are defendable.

Tax assets and liabilities

The Board of Directors and Company Management continuously
assessthe carryingamount of both current and deferred tax
assets and liabilities. For deferred tax assets, Hexagon has to
assess the probability of whether it will be possible to utilise

the deductible temporary differences that give rise to deferred
tax assets to offset future taxable profits. In addition, in certain
situations, the value of the deferred tax assets and liabilities

may be uncertain due to ongoing tax processes, for example.
Accordingly, the value of deferred tax assets and liabilities may
deviate from these estimates due to a change in future earning
capacity, changed tax regulations or the outcome of examinations
by authorities or tax courts of issued or notyetissued tax returns.
When assessing the value of deferred tax assets and liabilities,
Hexagon has to form an opinion of the tax rate that willapply at
the time of the reversal of the temporary differences. Hexagon
recognised deferred tax liabilities, netin an amount of 372.1 MEUR
(358.1) net, at the end of 2021. At the same date, the Group had
tax-loss carry-forwards with a value of 49.3 MEUR (45.5) that were
notrecognised as assets. These assets could not be capitalised
based on assessments of the opportunity to utilise the tax defi-
cits. In comparison with the final outcome, the estimates made
concerning both deferred tax assets and liabilities could have
either a positive or a negative impact on earnings.

Pension obligations

Within Hexagon, there are defined-benefit pension schemes
based on significantassumptions concerning future benefits
pertaining to either the current or prior workforce. Pension obli-
gations amounted to 69.3 MEUR (124.3) at the end of 2021. When
calculating the pension liability, a number of actuarial assump-
tions are of major significance to the outcome of the calculation.
The most critical pertain to the discount interestrate on the
obligation, the rate of pay increases, employee turnover and esti-
mated length of life. Areduced discountinterest rate increases
the recognised pension liability. The actual outcome could deviate
from the recognised amount if the applied assumptions prove to
be wrong.

Business combination

Hexagon acquire companies on a continuous basis. In connection
with the acquisitions, acquired assets and assumed liabilities are
valued to fairvalue in a purchase price allocation analysis. The val-
uationistoacertain extentbased on managementassessment of
the future earnings of the acquired company. Many of the acquisi-
tion deals contain contingent consideration which is based on the
outcome of the acquired company earnings for a predetermined
period. The fair value of contingent considerations recognised as
aliability is reviewed on a regular basis, which requires manage-
ment to assess the future performance of the acquired company.
Aninaccurate assessment of this might result in overstated
acquired assets or liabilities for contingent considerations.
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NOTE 3 Segmentreporting

Hexagon’s Board of Directorsis responsible for determining the
Group’s overall objectives, developing and monitoring the overall
strategy, decisions on major acquisitions, divestments and invest-
ments and ongoing monitoring of operations.

The Presidentis responsible for leading and controlling Hexagon’s
operationsinaccordance with the strategy determined by the
Board. The Presidentis therefore the Group’s chief operating
decision maker (CODM) and is the function thatinternally within
the Hexagon Group allocates resources and evaluates results. The
Group’s chief operating decision maker assesses the performance
inthe operating segments based on earnings before financialitems
and adjustments. Financialitems and taxes are reported for the
Groupasawhole.

Hexagon’s operations are organised, governed and reported
based onthe two operating segments Geospatial Enterprise Solu-
tions and Industrial Enterprise solutions. The operating segment
Geospatial Enterprise Solutions has sensors for capturing data
from land and air as well as sensors for positioning via satellites.
The sensors are complemented by software (GIS) for creation

of 3D maps and models, which are used for decision-makingin a
range of software applications, covering areas such as surveying,
construction, public safety and agriculture. The operating seg-
ment Industrial Enterprise Solutions provides metrology systems
thatincorporate the latestin sensor technology for fastand accu-
rate measurements, as wellas CAD (computer aided design) and
CAM (computer aided manufacturing) software. The solutions
within this segment optimise design, processes and throughputin
manufacturing facilities and create and leverage asset manage-
mentinformation critical to the planning, construction and opera-
tion of plants and process facilities in a number of industries such
as automotive, aerospace and oiland gas.

The two segments have separate product offerings and customer
groups and hence differentiated risk composition. There is marginal
sales between the two operating segments. Both segmentsare
applying the same accounting principles as the Group. Hexagon’s
internalreporting, representing the base for detailed review and
analysis, isdesignedin alignmentwith the described division into
operating segments. Sales within each operating segment are addi-
tionally analysed geographically.

Group expenses
2021 IES GES Totalsegments and eliminations Group
Net sales 2,146.0 2,201.4 4,347 .4 -6.3 4,341.1
Operating expenses -1,536.9 -1,516.7 -3,053.6 -17.9 -3,071.5
Adjusted operating earnings (EBIT1) 609.1 684.7 1,293.8 -24.2 1,269.6
Adjustments -166.4 -65.0 -231.4 -28.4 -259.8
Operating earnings (EBIT) 442.7 619.7 1,062.4 -52.6 1,009.8
Financial income and expenses -26.2 -26.2
Earnings before tax -78.8 983.6
Operating assets 8,414.9 5,206.0 13,620.9 -200.6 13,420.3
Operating liabilities -1,031.6 -743.8 -1,775.4 217.0 -1,558.4
Net operating assets 7,383.3 4,462.2 11,845.5 16.4 11,861.9
Investments in fixed assets 196.8 283.6 480.4 10.2 490.6
Average number of employees 11,846 9,346 21,192 99 21,291
Number of employees at year-end 12,471 9,515 21,986 m 22,097
Depreciation, amortisation and impairment -271.8 -304.2 -576.0 -2.9 -578.9
Group expenses
2020 IES GES Totalsegments and eliminations Group
Net sales 1,836.5 1,934.0 3,770.5 -6.1 3,764.4
Operating expenses -1,349.0 -1,396.2 -2,745.2 -9.7 -2,754.9
Adjusted operating earnings (EBIT1) 487.5 537.8 1,025.3 -15.8 1,009.5
Adjustments -132.4 -90.0 -222.4 -01 -222.5
Operating earnings (EBIT) 355.1 447.8 802.9 -15.9 787.0
Financialincome and expenses -27.4 -27.4
Earnings before tax -43.3 759.6
Operating assets 5,406.6 4,905.5 10,3121 -223.6 10,088.5
Operating liabilities -815.2 -676.2 -1,491.4 231.3 -1,260.1
Net operating assets 4,591.4 4,229.3 8,820.7 7.7 8,828.4
Investments in fixed assets 204.4 254.7 4591 1.4 460.5
Average number of employees 1,340 8,923 20,263 80 20,343
Number of employees at year-end 11,351 9,153 20,504 92 20,596
Depreciation, amortisation and impairment -233.9 -297.5 -531.4 -2.8 -5634.2
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NOTE 3 Segment reporting, cont.

Geographical markets
Operating assets
Net sales by country* Assets Liabilities Net Fixed assets

2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
EMEA' 1,602.2 13749  4,888.6  4,732.0 -798.1 -661.3  4,090.5 4,070.7 4,004.0 3,870.5
Americas? 1,607.4 1,322.6 8,198.7  5,050.0 -748.2 -566.2  7,450.5  4,483.8 7,198.4 4,378.1
Asia® 1,237.8 1,073.0  1,033.5 857.9 -712.6 -584.0 320.9 273.9 445.4 378.4
Elimination of intra-group
items/adjustments 618 -6.1 -700.5 -551.4 700.5 551.4 S - S -
Group 4,3411  3,764.4 13,420.3 10,088.5 -1,558.4 -1,260.1 11,8619 8,828.4 11,647.8 8,627.0

1) Swedenisincluded in EMEA with net sales of 72.9 MEUR (63.0) and fixed assets of 36.5 MEUR (31.5)

2) USAisincluded in Americas with net sales of 1,135.2 MEUR (1,016.1)
3) Chinaisincluded in Asia with net sales of 642.0 MEUR (500.5)

4) Relates to the country where the customer has its residence. No single customer represented more than 1.2 per cent (1.1) of net sales

NOTE 4 Parentcompany intra-group

purchases and sales

Of the Parent Company’s net sales, 100 per cent (100) refers to
sales to other group companies. Of the year’s purchasesin the
Parent Company, 81 per cent (82) refers to purchases from group
companies.

NOTE5 Revenue from contracts with
customers

Hexagon sellsinformation technology solutions in which hard-
ware and software are integrated as well as services, licenses and
other assignments. Revenue from agreements with customersis
reportedintheincome statementas Netsales.

Sale of goods

Revenue isrecognised when control of the good is transferred to
the customer, which coincide with the good being delivered to the
customer and Hexagon has objective evidence that the customer
willapprove the good. The amount of the revenue willequal the
consideration stated in the contract minus rebates. Thereisno
financing componentin the contract as the expected creditdo
notexceed one year. The Group’s obligation to offer arepayment
for defected goodsinaccordance with standard warranty terms,
isaccounted for as a provision, see Note 23.

Sale of services, licenses and other assignments

Parts of contracts with customers not being sale of goods com-
pose sale of installations, service, training, licenses and software
subscriptions.

Revenue from sale of services such as installations, services and
training are recognised in the period when the services are per-
formed. Licenses are classified either as alicense that gives right
touse the underlyingimmaterial assetasitis constituted at the
issuing of the license (right-to-use) or as a license that gives right
toaccessthe underlyingintangible asset during the license period
(right-to-access). Revenue from sale of right-to-use licensesis
recognised when the license is transferred to the customer. Rev-
enue from sale of right-to-access licensesis recognised during
the license period. Revenue from sale of software subscriptions is
recognised straight-line as the performance obligation is fulfilled,
during the subscription period.

Revenue from contracts where there is no alternative use of
Hexagon’s performance and where Hexagon hasright to cost
compensation if the customer cancels the contractis recognised
over time. The degree of completion is determined by comparing
the expenditure that has arisenin relation to the total estimated
expenditure for the assignment. If the degree of completion can-

not be reliably determined, only those amounts corresponding to
the expenditure that has arisen are recognised asrevenue, but
only to the extent thatitis likely that they will be remunerated by
the buyer. Ifitappears likely that all the expenditure for an assign-
ment will exceed totalrevenue, the probable loss isaccounted
immediately and fully, as an expense.

Some contracts contain several performance obligations. A per-
formance obligation that does not contain an integration service
with the other obligationsin the contract, does notlead to a sig-
nificant modification or adaptation of the other obligationsin the
contractandthatis notstrongly dependenton orintegrated with
the other obligationsin the contractis distinctand represents a
separate performance obligation. The transaction price of the
contractisallocated to the separate performance obligations
according to their stand-alone selling prices. Revenue from

each performance obligationis recognised as the obligation

has been fulfilled.

Estimation of revenue, cost and degree of completion is being
revised if conditions change. Changes in estimations isrecognised
inthe income statementin the period when the group manage-
ment has knowledge of the circumstances causing the change.

In fixed price contracts, the customers pay a fixed price according
toanagreed paymentplan. If the value of the services performed
by Hexagon exceeds the payments, a contract asset will be
recognised. If the payments exceed the value of the performed
services, a contract liability willbe recognised.

Ifthe contract contains a fee per hour, revenue is recognised to
the extent Hexagon hasright to invoice the customer. Customers
are invoiced ona monthly basis and right to consideration exists
when the invoice has been generated.

Main part of recognised revenue reflects performance obligations
fulfilled during currentyear. The performance obligations are
usually fulfilled within 12 months, why disclosure about transac-
tion price allocated to the remaining performance obligationsis
exempted.

Contract costs

Additional costs to obtain acontractare recognised as an assetif
the Group expects torecover those costs. If time of depreciation
of the asset that would have been recognised is below one year,
the additional costs are recognised as cost when they occur.

Financing component

The Group does not have any contracts with customers where

the period between transferring of goods and services to the
customer and payment from the customer exceeds one year. As a
consequence of this, the Group does not adjust transaction prices
for time value of money.
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NOTE 5 Revenue from contracts with customers, cont.
Disaggregation of revenue from contracts with customers

No other revenue than revenue from contracts with customersisrecognised in Net sales. The Group derives revenue from the transfer
of goods and servicesin the following operating and customer segment.

Power Infrastructure Auto- Public  Electronics & Aerospace Natural
2021 Surveying & energy & construction motive safety manufacturing &defence resources  Other Group
Industrial Enterprise
Solutions (IES) 4.5 520.8 70.7 388.9 6.4 742.2 206.9 5.5 200.2 294641
Geospatial Enterprise
Solutions (GES) 867.7 0.4 569.1 24.4 159.6 4.7 155.1 313.0 107.3 2,201.3
Revenue adjustment’ = = = = = = = = -6.3 -6.3
Total 872.2 521.2 639.8 413.3 166.0 746.9 362.0 318.5 301.2 4,3411
Power Infrastructure Auto- Public  Electronics & Aerospace Natural
2020 Surveying &energy & construction motive safety manufacturing &defence resources Other Group
Industrial Enterprise
Solutions (IES) 7.4 479.3 36.0 321.0 1.6 573.2 210.8 3.0 2043 1,836.6
Geospatial Enterprise
Solutions (GES) 733.6 0.8 443.4 225 151.0 6.1 244.9 266.6 65.0 1,933.9
Revenue adjustment’ - - - - - - - - -6.1 -6.1
Total 741.0 480.1 479.4 343.5 152.6 579.3 455.7 269.6 263.2 3,764.4

1) Reduction of acquired deferred revenue (haircut) related to acquisitions

Contractbalances
Group 2021-12-31 2020-12-31
Customer receivables 1,090.8 884.7
Contract assets 875 39.4
Contract liabilities 755.0 596.9
NOTE 6 Operating expenses
Group Parent company

2021 2020 2021 2020
Cost of goods sold
Cost of goods 7921  646.3 = -
Personnel cost 443.7 402.2 = -
Depreciation and amortisation 66.2 69.0 = -
Other 242.0 272.6 - -
Total 1,544.0 1,390.1 - -
Sales expenses
Personnel cost 582.7 4824 = -
Depreciation and amortisation 43.2 43.0 = -
Other 171.5 161.9 = -
Total 797.4  687.3 - -
Generaland administrative cost
Personnel cost 236.3 201.8 6.5 3.3

Depreciation and amortisation 54.4 62.1 0.2 0.1

Other 66.7 64.3 22.3 17.5
Total 357.4 3282 29.0 20.9
Research and

development cost

Personnel cost 254.9 233.5 = -
Depreciation and amortisation 241.2 213.4 - -
Other 14.7 15.8 - -
Total 510.8 462.7 - -
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Forinformation on impairment of receivables and contract assets,
see Note18.

Contractassetsinclude accrued income from fulfilling perfor-
mance obligations over time. Contract liabilities include advance
payments and deferredincome. Deferred income relates torev-
enue from service, installation and training. Main portion of con-
tract liabilities at the beginning of the year has been recognised as
revenue during 2021.

NOTE 7 Otheroperatingincome/
expenses

Other operatingincome and operating expenses consist of
exchange rate gains and exchange rate losses of an operating
nature. In addition, items that do not belong to the primary busi-
nessare reportedin this function, such asimpairments and fair
value changes.

Group 2021 2020
Other operatingincome

Capital gain on divestment of fixed assets 1.7 1.0
Gain on divestment of assets 9.2 -
Exchange rate gains 124.6 76.1
Government grants 9.0 1.6
Reversal of unutilised amounts supplementary

payments for acquired companies 54.3 69.2
Rentalincome 0.5 1.0
Other 7.9 3.3
Total 207.2 152.2
Other operating expenses

Capital loss on divestment of fixed assets -0.8 -0.6
Exchange rate losses -116.3 -93.7
Rentalrelated expenses -0.5 -0.5
Impairment’ -173.3  -148.4
Acquisition related expenses -31.2 -15.6
Other -7 -2.5
Total -329.2  -261.3

1) For more information aboutimpairment, see Note 14



NOTE 8 Impairment

Cash-generating units

Goodwilland otherintangible assets with indefinite lives acquired through business combinations has been allocated to
the five (five) cash generating units (CGU) below, which complies with the Group’s organisation: Geosystems, Manufacturing
Intelligence, Autonomy & Positioning, PPM, and Safety, Infrastructure & Geospatial.

Carrying amount of goodwill and other intangible assets allocated to each of the CGUs:

Manufacturing Autonomy & Safety, Infrastruc-

Geosystems Intelligence Positioning PPM ture & Geospatial Total

2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
Goodwill 1,574.3 14751 1,709.7 16706  5683.2 519.3 3,802.9 1,622.2 5555 518.4 8,205.6 5,705.6
Otherintangible assets
with indefinite useful
lives' 443.3 440.9 164.7 155.6 141 13.0 325.9 3011 87.5 81.2 1,035.5 991.8
Intangible assets
subject to amortisation? 422.0  400.2  459.8 4375 93.1 87.7 601.6 197.0 91.8 122.0 1,668.3 1,244.4
Total 2,439.6 2,316.2 2,334.2 2163.7 670.4 620.0 4,730.4 2,20.3 734.8 721.6 10,909.4 7,941.8

1) Comprises brands

2) Comprises capitalised development costs, patents, technology and other intangible assets

Hexagon performed its annualimpairmenttest during the fourth
quarter 2027and tested if the carrying value of the CGU’s exceed
theirrecoverable value. The recoverable value is the higher of the
units netrealisable value and value in use, which is the discounted
presentvalue of future cash flows.

Calculation of recoverable value

Therecoverable values of the cash-generating units consist of its
valuein use. The utilisation values are calculated using cash flow
forecasts based on budgets approved by the management that
extend over a period of five years. The after-tax discount rates
applied to cash flow forecasts are shownin the table below. The
annual growth rate for extrapolating cash flows beyond the five-
year period was 2.0 per cent (2.0) for all cash-generating units.
Annual growthisa conservative assessmentandis setequal to
expected inflation. The result of awrite-down test has resulted
inthe management notidentifying any write-down need for any
cash-generating unit.

Discountrate

after tax

2021 2020
Geosystems 7.6% 8.4%
Manufacturing Intelligence 8.2% 8.9%
Autonomy & Positioning 8.9% 8.5%
Safety, Infrastructure & Geospatial 8.7% 8.7%
PPM 8.7% 8.7%

Key assumptions
The calculation of value in use for all CGU is most sensitive to the
following assumptions:

« Forecasts, including operating margins and sales growth
+ Discountrates

» Growth rates used to extrapolate cash flow beyond the forecast
period

Forecasts

Projected cash flows, approved by management, is based on

an analysis of historic performance as well as a best estimation
regarding the future. Hexagon has since 2001 mainly shown rising
operating margins and virtually continuous good organic growth.

The operating margins are based on average values achieved
historically. The margins are increased over the period to reflect
anticipated efficiency improvements. The organic growth is
based on ananalysis of how the competition situationis judged to
develop over time.

Discountrates

Discountratesrepresent the current market assessment of the
risks specific to respective CGU, taking into consideration the
time value of money as wellas individualrisks. The discount rate
calculationis based on the specific circumstances of respective
CGU and isderived fromits weighted average cost of capital
(WACC). The WACC considers both debtand equity. The cost of
equity is derived from the expected return on investment by the
Group investors. The cost of debtis based on the interest bearing
borrowings. Specific risks are incorporated by applying individ-
ualbetafactors. The beta factors are evaluated annually based
on publicly available market data. Discount rate before taxis
10.2-12.0%.

Growth rates used to extrapolate cash flow

To extrapolate cash flows over the forecast period, growth figures
startbased on published research of each respective industry.
The long-termrate is conservatively estimated as equal to the
expected long-term inflation rate.

Sensitivity to changes in assumptions

Asensitivity analysisincluding all key assumptionsis performed
and management believe that no reasonably possible change in
any of the above key assumptions would cause the carrying value
to materially exceed the recoverable value. For all cash generat-
ing units there isa significantheadroom before any changesin
key assumptions would cause a valuation adjustment, since the
recoverable value totally is nearly double the book value. The per-
formed sensitivity analysis demonstrates that the value of good-
willand otherintangible assets with indefinite useful life is more
than defendable even if the discount rate isincreased with one
percentage pointorif the growth rate after the forecast period
isdecreased with one percentage point for all cash generating
units. Even forecasts for sales growth and operating margin are
included in the sensitivity analysis and no reasonable changes in
these would cause a need of impairment.
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NOTE 9 Earnings from sharesin group
companies

Group
2021

Parent company
2020 2021 2020

Earnings from shares
in group companies

Dividend from subsidiaries = - 0.6 84.5
Capital gain/loss from sale of
sharesin group companies 0.3 - 275.6
Total 0.3 - 0.6 360.1
NOTE10 Financialincome and
expenses
Group Parent company
2021 2020 2021 2020

Financialincome
Interestincome 4.4 5.7 0.1 0.1
Interestincome,

intercompany receivables - - 27.4 66.5
Other financialincome 0.7 0.6 66.2 53.5
Total 5.1 6.3 93.7 1201
Financial expenses

Interest expenses Silfs -15.3 -10.5 -12.7
Interest expenses,

lease liabilities -7.6 -8.0 = -
Interest expenses, intercom-

pany liabilities = - -4.9 -6.0
Netinterest on pensions -0.7 -0.2 = -
Other financial expenses it -10.2 -87.0 -121.2
Total -31.3 -33.7 -102.4 -139.9

1) Mainly bank costs

NOTE 11 Income taxes

Income taxes comprise of:

+ Current tax, meaning the tax calculated on taxable earnings for
the period and adjustments regarding prior periods and;

» Deferred tax, meaning the tax attributable to taxable temporary
differences to be paid in the future and the tax that represents
areduction of future tax attributable to deductible tempo-
rary differences, deductible loss carry-forwards and other tax
deductions.

The income tax expenses for the year consist of currentand
deferred tax. Transactions recognised in other comprehensive
income are including tax effects, i.e. taxrelated to these transac-
tions are also postedin other comprehensive income. Tax related
to transactionsdirectly recognised in equity, is posted in equity.

GROUP
Tax on earnings for the year

2021 2020
Current tax -208.3 -144.7
Deferred tax 34.7 9.8
Total tax on earnings for the year -173.6 -134.9
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Specification of deferred tax

2021-12-31  2020-12-31
Deferred tax assets (liabilities) comprise:
Fixed assets -483.3 -451.9
Inventories 27.0 30.3
Receivables -8.8 -31.6
Provisions 9.7 18.2
Other 62.1 51.7
Unutilised loss carry-forwards and
similar deductions 70.5 70.7
Less items not satisfying criteria for being
recognised as assets -49.3 -45.5
Total -372.1 -358.1
According to the balance sheet:
Deferred tax assets 105.9 102.1
Deferred tax liabilities -478.0 -460.2
Total, net -3721 -358.1

Unutilised loss carry-forwards and similar deductions not sat-
isfying criteria for being recognised as assets have not been
recognised. Deferred tax assets that depend on future taxable
surpluses have beenvalued on the basis of both historicaland
forecast future taxable earnings. Hexagon is striving for a corpo-
rate structure that enables tax exemption when companies are
divested and favourable taxation of dividends within the Group.
Certain potential tax on dividends and divestments remains
within the Group.

Reconciliation of the year’s change in current and deferred
tax assets/liabilities

Deferred tax 2021 2020
Opening balance, net -358.1  -371.7
Change viaincome statement

Deferred tax on earnings 42.0 -28.7
Change inreserve for deductions not satisfying

criteria for being recognised as assets -5.9 31.3
Change in tax rates and tax reforms -5.9 4.2
Items pertaining to prior years 4.5 3.0
Total 34.7 9.8
Change via other comprehensive income

Deferred tax on other comprehensive income -19.4 26.9
Total -19.4 26.9
Change via equity

Change via acquisitions and divestments -5.4 -10.4
Deferred tax on share program =B 1 -
Reclassification = -33.7
Translation difference -18.8 21.0
Closing balance, net -3721 -358.1
Current tax 2021 2020
Opening balance, net -26.0 -82.2
Change viaincome statement

Current tax on earnings -2011 1375
Items pertaining to prior years -7.2 -7.2
Total -208.3  -144.7
Change via acquisitions and divestments 0.1 -2.0
Payments, net 189.4 163.2
Reclassification = 40.0
Translation difference -0.6 -0.3
Closing balance, net -45.4  -26.0



NOTE 11Income taxes, cont.

The Group’s unutilised loss carry-forwards and similar

deductions mature as follows:

2021-12-31

2022 4.4
2023 1.0
2024 3.1
2025 5.4
2026 and later 24 .4
Indefinitely 255.1
Total 293.4
The difference between nominal Swedish tax rate and
effective tax rate arises as follows:

2021 2020
Earnings before tax 983.6 759.6
Tax pursuant to Swedish nominal tax rate 20.6%
(21.4) -202.6  -162.6
Difference in tax rates between Swedish and
foreigntaxrate 25.0 14.5
Revaluation of loss carry-forwards, etc. =225 31.3
Income not subject for tax 16.6 26.7
Expenses not tax-deductible -5.6 -24.4
Change in tax rates and tax reforms -7.6 -3.4
[tems notincluded in the booked result -9.5 -19.6
Items pertaining to prior years 12.6 2.6
Tax, income statement -173.6  -134.9
PARENT COMPANY
Tax on earnings for the year

2021 2020
Current tax -0.1 -1.6
Deferred tax 3.0 -
Total tax on earnings for the year 2.9 -1.6
Reconciliation of the year’s change in current
and deferred tax assets/liabilities

2021 2020
Deferred tax
Opening balance, net - -
Change viaincome statement
Deferred tax on earnings 3.0 -
Total 3.0 -
Closing balance, net 3.0 -
Current tax
Opening balance, net 1.6 -14.1
Change viaincome statement
Current tax on earnings -0.1 -1.6
Total -01 -1.6
Payments, net -1.3 15.9
Translation difference -0.1 1.4
Closing balance, net 041 1.6

The Parent Company has unutilised loss carry-forwards of 14.3

MEUR (-). The maturity of these is indefinitely.

NOTE12 Adjustments

Adjustmentsrefer to non-recurringitems that relate toincome
and expenses that are not expected to arise regularly and that
affect comparisons between periods. Below are the items
adjusted for 2021and 2020, respectively.

Group 2021 2020
Acquired deferred revenue -6.3 -6.1
Cost nature

Personnel costs -8.1 -74.4
Transaction costs -9.0 -5.4
Impairments -132.2 -78.8
Integration costs -1.2 -
Amortisation of surplus values -62.2 -53.3
Share based program -28.3 -
Other 24D -4.5
Total cost nature -253.5 -216.4
Total adjustments -259.8 -2225
Function

Net sales -6.3 -6.1
Cost of goods sold -2.9 -18.2
Sales expenses -31.1 -38.6
Administration expenses -1.0 -21.6
Research and development expenses 52 -52.0
Other operating expenses 1883 -86.0
Total adjustments -259.8 -222.5

NOTE13 Governmentgrants

During the year some of the subsidiaries within the Group have
received government grants. Government grants are recognised
whenitisreasonable assurance that the conditions willbe com-
plied with. The government grants received during the year mainly
consist of furlough compensations, education of employees and
R&D funding. The table below shows how the grants are allocated

to functions.

Group 2021 2020
Function
Cost of goods sold 0.3 9.8
Sales expenses 0.4 10.7
Administration expenses 0.2 3.7
Research and development expenses 0.6 8.5
Other operatingincome 9.0 1.6
Total 10.5 34.3
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NOTE14 Intangible fixed assets

Intangible fixed assets could be acquired separately, as part

of abusiness combination orinternally generated. The Group’s
intangible fixed assets include mainly capitalised development
expenses, trademarks and goodwill. Trademarks, goodwill, tech-
nology and customer relations are often acquired as partof a
business combination, while capitalised development expenses
areinternally generated.Any impairments are reported as other
operating expensesin theincome statement.

The impairment for the year relates to overlapping technologies
associated with acquisitions and impairment of other intangible
assetsrelated toreleases of earn-out provisions. See Note 8 for
further disclosures aboutimpairment.

Capitalised development expenses

Aninternally generated intangible asset that will generate
expected future economic benefitand whose cost could be deter-
mined reliably must, according to IAS 38, be recognised as an
assetinthe balance sheet. To assess if those criteria are fulfilled,
the generation of the assetis classified into aresearch phase
and adevelopment phase. The research phaseincludes activi-
ties such as obtaining new knowledge, new products, systems,
methods or materials. At a certain pointin time, the activities
change and include design, construction and testing of chosen
alternatives. This pointin time differs between different projects
and constitutes the inflection point between research phase and
development phase. Hexagon expenses expenditure onresearch
intheincome statement and expenditures arising in the deve-
lopment phase must be recognised as anintangible assetin the
balance sheet. If the research phase could not be distinguished
from the development phase, all expenditures will be expensesin
theincome statement.

Capitalised development expenses are measured at cost less
accumulated amortisations and impairment. Amortisation
isaccounted for linearly based on estimated usefullife and
expensed asaresearch and development expense. Useful life
for capitalised development expensesis 2-10 years. The assets’
residualvalue and useful life are tested on each closing date and
are adjustedif necessary.

Trademarks

Separately acquired trademarks are measured at cost. Trade-
marks acquired as part of a business combination are measured
atfairvalue atacquisition date. In cases where the assets have
alimited usefullife, amortisationis estimated to 5 years. If the
trademark can be used withoutany time limitations, itis not sub-
jecttoamortisation according to plan. Anew assessmentis done
yearly. Theright to use the name Leica derives from a contractual
usefullife underan agreement thatexpiresin 82 years’ time. The
agreement contains clauses stipulating extension opportunities.
Since Hexagon is of the opinion that there isreason to believe that
itwill be possible to extend the agreement without considerable
expenditure, the value of the right to use the name Leicais not
subjecttoamortisation.

Goodwill

Goodwill comprises the difference between the acquisition cost
and fair value of the Group’s share of acquired business’ identifi-
able netassets on the date of acquisition. Goodwillis notamor-
tised, butanimpairmenttestis performedannually or more often
if events or changesin circumstancesindicate a possible need for
impairment. Goodwillis recognised at acquisition value less accu-
mulated impairment losses.

Otherintangible assets

Both acquisition-related and separately acquired intangible
assetsare reported at acquisition value less accumulated amor-
tisation and impairment losses, if any. Other intangible assets
consist of patents, customer relations and technology identified
upon acquisitions. Amortisationislinear andis calculated on the
originalacquisition value and based on the asset’s estimated use-
fullife. For otherintangible assets, the estimated useful life varies
between 2 and 20 years. Both the residual value of the assets

and the useful life are tested each closing date and adjusted if
necessary.

Capitalised Otherintangible
Group 2021 development expenses Trademarks Goodwill fixed assets Total
Acquisition value, opening balance 2,163.5 1,006.0 5,713.3 1,051.7 9,934.5
Investments 296.8 = = 15.4 312.2
Investments/divestments of business = 0.5 2,106.4 478.5 2,685.4
Sales/disposals -19.6 - - -2.4 -22.0
Reclassification -0.8 = = 0.8 =
Translation differences 51.4 44.0 394.2 70.5 560.1
Acquisition value, closing balance 2,491.3 1,050.5 8,213.9 1,614.5 13,370.2
Amortisation, opening balance -1172.3 - - -502.9 -1,675.2
Amortisation for the year -179.0 = = -71.6 -250.6
Sales/disposals 12.9 = = 2.3 15.2
Reclassification -0.1 = = -0.1 -0.2
Translation differences -27.6 - - -22.7 -50.3
Amortisation, closing balance -1,366.1 - - -595.0 -1,961.1
Impairments, opening balance -251.7 -14.2 -7.7 -43.9 7B
Impairment for the year -153.9 = = -19.4 A78:3
Sales/disposals 5.9 = = = 5.9
Reclassification 0.1 = = = 0.1
Translation differences -8.8 -0.8 -0.6 -4.7 -14.9
Impairments, closing balance -408.4 -15.0 -8.3 -68.0 -499.7
Carrying value 716.8 1,035.5 8,205.6 951.5 10,909.4
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NOTE 14 Intangible fixed assets, cont.

Capitalised Otherintangible

Group 2020 development expenses Trademarks Goodwill fixed assets Total
Acquisition value, opening balance 1,941.4 1,024.8 5,357.7 980.9 9,304.8
Investments 271.4 - - 15.2 286.6
Investments/divestments of business 1.5 29.8 692.4 105.6 829.3
Sales/disposals -0.5 - - -1.8 -2.3
Reclassification 0.2 - - -0.2 -
Translation differences -50.5 -48.6 -336.8 -48.0 -483.9
Acquisition value, closing balance 2,163.5 1,006.0 5,713.3 1,051.7 9,934.5
Amortisation, opening balance -1,028.4 - - -459.4 -1,487.8
Amortisation for the year -169.7 - - -65.2 -234.9
Investments/divestments of business -0.8 - - -2.7 -3.5
Sales/disposals 0.4 - - 1.7 2.1
Translation differences 26.2 - - 22.7 48.9
Amortisation, closing balance -1,172.3 - - -502.9 -1,675.2
Impairments, opening balance -169.6 -1.3 - -24.8 -185.7
Impairment for the year -99.2 -14.1 -8.5 -22.8 -144.6
Translation differences 7.1 1.2 0.8 3.7 12.8
Impairments, closing balance -251.7 -14.2 -7.7 -43.9 -317.5
Carrying value 739.5 991.8 5,705.6 504.9 7,941.8
Amortisation of intangible fixed assets allocated by function: Other intangible fixed assets
Group 2021 2020 Parent company 2021 2020
Cost of goods sold -3.0 -10.3  Acquisition value, opening balance 0.5 0.4
Sales expenses -14.6 <141 Investments 3.0 0.1
Administration expenses =34 -8.1  Acquisition value, closing balance 3.5 0.5
Research and development expenses -229.6  -201.8  Amortisation, opening balance -0.4 -0.3
Other operating expenses 0.0 -0.6 Amortisation for the year -0.1 -01
Total -250.6 -234.9  Amortisation, closing balance -0.5 -0.4

Carrying value 3.0 0.1

NOTE15 Tangible fixed assets

Tangible fixed assets are recognised at acquisition value less
accumulated depreciation and impairment losses. Acquisition
value includes expenditure thatis directly attributable to acquisi-

tion of the asset.

Gains and losses on the divestment of a tangible fixed asset are

Depreciation and amortisation
Depreciation and amortisationis calculated on the originalacqui-
sitionvalue and based on the asset’s estimated usefullife. The

depreciation terms for various asset classes are:

recognised in the income statementas other operating income or
expenses and comprise the difference between the sales revenue
and the carrying amount. Amounts that can be depreciated com-
prise acquisition value less estimated residual value. The assets’
carrying value and useful life are impairment tested on every
balance sheet date and adjusted if necessary.

» Computers 3-8years
« Machinery and equipment 3-15years
« Office buildings 20-50years
+ Industrial buildings 20-50years
 Land improvements 5-25years
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NOTE 15 Tangible fixed assets, cont.

Constructionin

Machinery and Equipment, progress and

Land and other other technical toolsand advances to
Group 2021 Buildings real estate plants installation suppliers Total
Acquisition value, opening balance 319.0 35.0 344.9 354.0 51.2 1,104.1
Investments 58.1 0.0 39.6 53.3 -38.3 n2.7
Investments/divestments of business 0.6 = 0.0 36 = 4.1
Sales/disposals -5.0 = -4.9 -31.7 = -41.6
Reclassification 0.4 = 0.1 -0.2 0.1 0.2
Translation differences 22.6 2.0 10.0 18.2 515 56.3
Acquisition value, closing balance 395.7 37.0 389.7 3971 16.3 1,235.8
Depreciation, opening balance -130.2 -1.6 -261.2 -230.4 -0.1 -623.5
Depreciation for the year -14.2 -0.5 -24.3 -43.2 0.0 -82.2
Investments/divestments of business -0.1 = 0.0 -1.8 = -1.9
Sales/disposals 4.7 = 4.5 26.8 = 36.0
Reclassification -0.3 = 0.0 0.4 = 0.1
Translation differences -7.4 -0.2 -7.4 -12.2 0.0 -27.2
Depreciation, closing balance -147.5 -2.3 -288.4 -260.4 -01 -698.7
Impairment, opening balance -0.2 -01 -0.2 = = -0.5
Sales/disposals = = 0.1 = = 0.1
Impairments, closing balance -0.2 -01 -01 = = -0.4
Carrying value 248.0 34.6 101.2 136.7 16.2 536.7

Constructionin

Machinery and Equipment, progress and

Land and other other technical toolsand advances to
Group 2020 Buildings real estate plants installation suppliers Total
Acquisition value, opening balance 312.0 35.4 342.8 334.6 44.6 1,069.4
Investments 21.5 0.7 20.3 56.4 8.6 107.5
Investments/divestments of business 1.0 - 0.6 9.5 - mA
Sales/disposals -2.3 - -7.4 -28.0 - -37.7
Reclassification - 0.2 -2.6 1.8 -0.5 -1.1
Translation differences -13.2 -1.3 -8.8 -20.3 -1.5 -45.1
Acquisition value, closing balance 319.0 35.0 344.9 354.0 51.2 1,041
Depreciation, opening balance -118.7 -1.2 -251.7 -212.4 -0.1 -584.1
Depreciation for the year -14.5 -0.5 -24.2 -41.8 - -81.0
Investments/divestments of business -0.5 - -0.4 -5.4 - -6.3
Sales/disposals 2.0 - 7.0 17.9 - 26.9
Reclassification -0.3 - 1.8 -1.5 - -
Translation differences 1.8 0.1 6.3 12.8 - 21.0
Depreciation, closing balance -130.2 -1.6 -261.2 -230.4 -0.1 -623.5
Impairment, opening balance - - - - - -
Impairments of the year -0.2 -01 -0.2 - - -0.5
Impairments, closing balance -0.2 -01 -0.2 - - -0.5
Carrying value 188.6 33.3 83.5 123.6 511 480.1

Depreciation of tangible fixed assets allocated by function: Equipment

Group 2021 2020 Parent company 2021 2020
Cost of goods sold -48.7 -44.9  Acquisition value, opening balance 0.1 0.0
Sales expenses -6.7 -6.9 Investments = 0.1
Administration expenses -19.6 -21.5  Acquisition value, closing balance 0.1 0.1
Research and development expenses -7.0 -7.1 Depreciation, opening balance 0.0 0.0
Other operating expenses -0.2 -0.6 Depreciation for the year -0.1 0.0
Total -82.2 -81.0  Depreciation, closing balance -01 0.0
Carrying value 0.0 0.1
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NOTE16 Leasing

Hexagon as lessee

Hexagon has the role of lessee mainly in contracts regarding real
estate, vehicles and office equipment. The leases are recognised
asaright-of-use assetand a corresponding liability at the date at
which the leased assetis available for use. Lease payments are
allocated tointerest payments and repayment of debt. The inte-
rest partis presented as paid interest in the cash flow analysis.
Theright-of-use assetis depreciated on a linear basis over the
shorter of the asset’s useful life and the lease period.

Assets and liabilities arising from lease contracts are measured
onapresentvalue basis. Lease liabilities include the net present
value of fixed payments, variable payments based on anindexor
arate,amounts expected to be paid under residual value guaran-
tees, exercise price of purchase options that will reasonably cer-
tainly be exercised and payments of penalties for terminating the
lease, if such option will be exercised.

The future payments are discounted using the implicitinterest
rate in the contract. If that rate could not be determined, the
group’sincremental borrowing rate could be used. The discount
rate is updated semi-annually.

Theright-of-use assetis measured and costand comprises,
besidesthe amount of the initial measurement of the lease liability,
of payments (less incentives received) made before the date of
commencement, initialindirect costs and restoration costs.

Payments of lease contracts with a lease period below 12 months
and lease contracts of low value assets are expensed straight-line
intheincome statement. Low value assets are mainly IT-equipment,
office furniture and other office equipment.

Rentdiscounts asadirect consequence of the Covid-19 pandemic
arerecognised as avariable lease fee in the income statement. No
materialrent discounts have been received during the year.

Group 2021 Real estate Vehicles Machinery Office equipment Total
At the beginning of the year 266.2 43.1 1.7 3.8 314.8
New contracts 50.0 14.8 0.3 0.6 65.7
Termination of contracts -43.4 13 -0.5 -0.4 -55.6
Remeasurements 13.8 0.9 0.0 0.3 15.0
Reclassification 0.3 = = -0.3 0.0
Translation differences 10.6 0.3 0.0 0.2 1M1
Acquisition value, closing balance 297.5 47.8 1.5 4.2 351.0
Depreciation, opening balance -86.3 20V -0.9 =18 -109.7
Depreciation for the year -56.4 -15.1 -0.4 -0.9 -72.8
Termination of contracts 25.6 1.0 0.5 0.4 37.5
Remeasurements -0.3 0.0 = = -0.3
Reclassification -0.5 -0.2 = 0.6 -01
Translation differences -3.6 -0.2 0.0 -0.1 -3.9
Amortisation, closing balance -121.5 -25.2 -0.8 -1.8 -149.3
Carrying value 176.0 22.6 0.7 2.4 201.7
Group 2020 Real estate Vehicles Machinery Office equipment Total
At the beginning of the year 241.8 38.1 3.0 3.7 286.6
New contracts 51.5 12.9 0.1 1.9 66.4
Termination of contracts -21.3 -8.1 -0.2 -1.7 -31.3
Remeasurements 8.1 0.8 -1.2 0.0 7.7
Reclassification - 0.1 - - 0.1
Translation differences -13.9 -0.7 0.0 -0.1 -14.7
Acquisition value, closing balance 266.2 43.1 1.7 3.8 314.8
Depreciation, opening balance -48.2 -13.1 -0.5 -1.6 -63.4
Depreciation for the year -55.7 -15.2 -0.6 -1.7 -73.2
Termination of contracts 14.4 7.3 0.2 1.4 23.3
Reclassification 0.2 - - - 0.2
Translation differences 3.0 0.3 0.0 0.1 3.4
Amortisation, closing balance -86.3 -20.7 -0.9 -1.8 -109.7
Carrying value 179.9 22.4 0.8 2.0 205.1
Depreciation of right-of-use assets allocated by function: Set out below are the carrying amounts of the lease
Group 2021 2020 liabilities and the movements during the period.
Cost of goods sold -14.5 -13.8  Group 2021 2020
Sales expenses -21.9 -22.0 Atthebeginning of the year 2151 229.6
Administration expenses -314  -32.5  Additions 65.7 66.4
Research and development expenses -4.6 -45  Interest 7.7 8.0
Other operating expenses -0.4 -0.4  Payments -79.1 -77.2
Total -72.8 -73.2  Translation difference 3.2 -11.7
Closing balance 212.6 2151
Of which current liabilities 62.7 61.6
Of which non-current liabilities 149.9 153.5
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NOTE 16 Leasing, cont.

The maturity structure of the lease liabilities is presentedin the
table Group’s maturity structure of interest bearing financial lia-
bilities — undiscounted cashflowsin Note 24.

The Group had total cash outflows for leasing of 79.1MEUR (77.2)
in2021.

Expensesregarding short-term leases and leases of low value are
insignificantin relation to the Group asawhole.

Hexagon as lessor

Agreements where a group entity is lessor

Group 2021-12-31

Machinery, equipment, etc.

Lease payments duein

2022 0.5
2023-2026 0.1
Total 0.6

Group 2020-12-31

Machinery, equipment, etc.

Lease payments duein

There are afew contractsin which Hexagon is the lessor and 2021 11
which are classified as finance lease contracts. The revenue of 2022-2025 0.6
such contractsisallocated to sale of hard- and software and Total 1.7
service. Revenue from sale isrecognised at the commencement
date. Revenue from service isrecognised during the lease term.
NOTE17 Financial fixed assets
Other long-term securities holdings Other long-termreceivables
Group 2021 2020 2021 2020
Opening balance 15.7 1.6 64.7 54.7
Investments 3.5 4.4 0.5 28.3
Acquired as subsidiary - - 0.0 0.1
Sales = - -5.4 -8.2
Impairments = - -9.0 -
Reclassification = - =87 -8.2
Translation differences 1.7 -0.3 1.6 -2.0
Closing balance 20.9 15.7 48.7 64.7
Sharesin group companies Receivables from group companies Other financial fixed assets
Parent company 2021 2020 2021 2020 2021 2020
Opening balance 8,013.6 5,686.4 1,260.9 2,213.0 0.9 0.7
Shareholder’s contribution 2,513.9 4,725.7 - - - -
Redemption of shares = -1,504.0 = - = -
Investments = 0.1 = - = -
Divestments -0.1 -894.6 = - = -
Increase/decrease in receivables = - -542.9 -952.1 0.2 0.2
Closing balance 10,527.4 8,013.6 718.0 1,260.9 1.1 0.9
Other long-term securities holdings
Group 2021-12-31 2020-12-31
Clothing Tech LLC 4.7 2.2
Eucliedon PTY 1.0 1.0
CICV Co Ltd 13.9 12.5
Huixin Quanzhi Gongye Hulian Keji Co Ltd 1.0 -
Other 0.3 0.0
Total 20.9 15.7
Subsidiaries of Hexagon AB
Portion of share capital Carryingamount

CorpID. No. Reg. Office/ Country No. of shares andvotingrights,%  2021-12-31 2020-12-31
Clever Together AB 556070-5138  Stockholm, Sweden 2,500 100 0.0 0.0
Hexagon Corporate Services Ltd - Hong Kong 10,000 100 0.0 0.0
Hexagon Corporate Solutions Ltd - England 1 100 0.0 0.0
R-evolution AB 556016-3049 Stockholm, Sweden 200,000 100 21.0 21.0
Hexagon Global Services AB 556788-2401 Stockholm, Sweden 1,000 100 0.0 0.0
Hexagon Intergraph AB 556370-6828 Stockholm, Sweden 1,000 100 0.0 0.0
Hexagon Positioning Intelligence Ltd - England 3 100 261.0 261.0
Hexagon Solutions AB 556083-1124  Stockholm, Sweden 100,000 100 1.6 1.6
Hexagon Technology Center GmbH" - Switzerland 583 79.8 3,345.4 3,345.4
Intergraph Corporation - USA 1,000 100 4,047.6 1,657.4
Hexagon Smart Solutions AB 556394-3678 Stockholm, Sweden 1,439,200 100 2,839.5 2,715.8
Tecla AB 556068-1602 Stockholm, Sweden 160,000 100 1.6 1.6
Volume Graphics Inc - USA 100,000 100 - 0.1
Ostgotacken AB 556197-2380  Stockholm, Sweden 2,000 100 9.7 9.7
Total 10,527.4 8,013.6

1) The remaining part of share capital and voting rights in the company are owned by wholly owned subsidiaries in the Group
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NOTE18 Receivables

Dueless Duebetween Duebetween Duebetween Older than

Group Notdue than30days 30-60days 61-90days 91-120 days 120 days Total
Aging analysis of receivables,

31December 2021, net of impairment losses

Other non-currentreceivables 471 0.2 0.0 = 0.0 1.4 48.7
Accounts receivable 801.7 m.7 56.1 32.2 16.3 72.8 1,090.8
Other current receivables — non-interest bearing 77.0 4.6 1.3 1.0 0.1 S8 87.3
Total 925.8 116.5 57.4 33.2 16.4 77.5 1,226.8
Aging analysis of receivables,

31December 2020, net of impairment losses

Other non-current receivables 63.0 0.3 0.0 - 0.0 1.4 64.7
Accounts receivable 684.3 83.4 3.4 19.8 10.1 55.7 884.7
Other currentreceivables — non-interest bearing 67.7 3.7 1.3 0.5 0.9 2.9 77.0
Total 815.0 87.4 32.7 20.3 11.0 60.0 1,026.4

The Group applies the simplified approach to measuring expected
creditlosses. The method uses a lifetime expected loss allowance
foralltrade receivables.

To measure the expected credit losses, trade receivables have been
grouped based on shared creditrisk characteristics and the days
pastdue. The expected lossrates for trade receivables are areason-
able approximation of the loss rates for the contract assets too, as
the contractassets have substantially the same risk characteristics
asthe trade receivables for the same types of contracts.

The expected loss rates are based on the payments profiles of
sales and the corresponding historical credit losses. The histori-
callossrates are adjusted to reflect currentand forward-looking
information on macroeconomic factors affecting the ability of the
consumers to settle thereceivables.

Tradereceivables are written off when there is noreasonable
expectation of recovery. Impairment losses are presented within
operating profit. Any recoveries of amounts previously written off
are credited against the same line item.

The closing loss allowances for trade receivables reconcile to the
opening loss allowances as follows:

Reserve for expected credit loss

Group 2021-12-31  2020-12-31
Opening balance 37.4 30.3
Reserve for anticipated losses 12.6 14.9
Adjustment for actual losses =8 -2.3
Reclaimed expected losses -6.4 -4.1
Increase through acquisition 2.5 0.9
Translation differences 2.3 -2.3
Closing balance 44.7 37.4

NOTE19 Inventories

Inventories are accounted according to the FIFO (first-in first-out)
principle. Raw materials and purchased finished and semifinished
goods arerecognised at the lower of costand netrealisable value.
Manufactured finished and semi-finished goods are recognised at
the lower of manufacturing cost (including a reasonable portion
of indirect manufacturing costs) and fair value. Market terms are
applied forintra-group transactions. The necessary provisions
and eliminations are made for obsolescence and intra-group gains
respectively.

Group 2021-12-31  2020-12-31
Raw materials and supplies 215.8 166.9
Work in progress 47.6 37.5
Finished goods and goods for sale 180.1 166.7
Total 443.5 3711
Value adjustment reserve includes

provisions for obsolescence of -711 -60.0
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NOTE 20 Prepaid expensesandaccruedincome/accrued
expenses and deferredincome

Prepaid expenses and accrued income

Group Parent company
2021-12-31 2020-12-31  2021-12-31 2020-12-31
Accrued invoicing 21.8 18.5 = -
Accrued interestincome 0.6 0.4 = -
Work in progress 15.7 20.9 = -
Prepaid maintenance costs 13.8 7.7 = -
Prepaid license costs 22.6 16.1 = -
Prepaid products and services 52.0 42.9 = -
Prepaid rent 5.2 4.5 0.1 0.1
Prepaid insurance B85 3.2 = 0.1
Other items 15.3 13.4 0.8 0.1
Total 150.5 127.6 0.9 0.3
Accrued expenses and deferred income
Group Parent company
2021-12-31 2020-12-31  2021-12-31 2020-12-31
Accrued personnel-related expenses 263.9 181.6 1.6 0.3
Accrued sales commission 30.6 23.0 = -
Accrued installation and training expenses 1.3 0.4 = -
Accrued R&D expenses 5.0 3.6 - -
Accrued fees 16.1 14.2 0.1 0.1
Accrued royalties 4.8 4.1 = -
Accrued interest expenses 3.8 5.0 3.8 5.0
Work in progress 28.0 21.6 = -
Prepaid revenue 655.1 520.9 = -
Other items 75.8 63.9 0.8 0.6
Total 1,084.4 838.3 6.3 6.0
NOTE 21 Share capital and number of shares
Parent company
Number of shares
Outstanding Repurchased Totalissued
Quota
value
per Share
share, capital,
EUR ClassA ClassB Total ClassB ClassA ClassB Total MEUR
Opening balance 2020 0.22 15,750,000 351,789,302 367,539,302 -| 15,750,000 351,789,302 367,539,302 81.6
Exercise of warrants 0.22 - 11,500 11,500 - - 11,500 11,500 0.0
Acquisition of
treasury shares 0.22 - -646,000 -646,000 646,000 - - - -
Closing balance 2020 0.22 15,750,000 351,154,802 366,904,802 646,000, 15,750,000 351,800,802 367,550,802 81.6
Acquisition of
treasury shares 0.22 - -204,000 -204,000 204,000 - - - -
Split 71 0.08 94,500,000 2,105,704,812 2,200,204,812| 5,100,000| 94,500,000 2,110,804,812 2,205,304,812 -
Non-cash issue 0.03 - 132,622,274 132,622,274 - - 132,622,274 132,622,274 4.2
Acquisition of
treasury shares 0.03 - -3,400,000 -3,400,000| 3,400,000 - - - -
Closing balance 2021 0.03 110,250,000 2,585,877,888 2,696,127,888| 9,350,000 110,250,000 2,595,227,888 2,705,477,888  85.8

Each series Ashare entitles the holder to 10 votes and each series B share to 1vote. All shares entail the same right to share of profitsin
Hexagon. Dividend per share paid in 2021 regarding the financial year of 2020 amounted to 0.65 EUR (0.62) pre share split.

Average number of shares before and after dilution, thousands

2021 2020
Average number of shares before dilution 2,599,293 2,572,780
Estimated average number of potential shares pertaining to warrants plans 6,998 1,134
Average number of shares after dilution 2,606,291 2,573,914
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NOTE 22 Pension provisions

Within the Group there are defined contribution plansas well as
defined benefit plans.

For the defined contribution plans, Hexagon pays a fixed amount.
Expenditure for defined contribution plansis expensed asincurred.

Expected expenditure under defined benefit plans are recognised
as a liability calculated inaccordance with actuarial models,
consisting of an estimate of future benefits that employees have
earned through theiremployment during the currentand prior peri-
ods. Thisbenefitis discounted toits presentvalue. The discount
rateistheyield on high-quality corporate bonds orif thereis no
deep market for such bonds, government bonds - that have matu-
rity dates approximating the terms of the Group’s obligations.

Changes of the defined benefit obligation related to changed
actuarialassumptionsincluding currency revaluation on defined
benefit obligation in another currency than functional currency
and experience-based adjustmentare reportedin other compre-
hensive income. Pension expense for the year consists of pen-
sions earnedinthe current period and pensions earned from prior
periods resulting from any changes in the plan. Pension liabilities,
-assets netis multiplied with discount rate and accounted forasa
financial expense. Obligations related to defined benefit plans are
recognised netin the balance sheetas a provision, meaning after
adeduction of the value of any plan assets.

Defined benefit plans for which the insurer (Alecta) cannot
specify Hexagon’s share of the total plan assets and pension
obligations, pending thisinformation becoming available, are
recognised as defined contribution plans. This only existin limited
extentin Sweden.

GROUP
Provisions — defined-benefit plans
2021-12-31  2020-12-31

Pension obligations 7791 758.4
Fair value of plan assets -741.4 -637.6
Pension obligations less plan assets 37.7 120.8
Unrecognised assets 31.6 3.5
Pension obligations, net 69.3 124.3
Pension expenses - defined-benefit plans

2021 2020
Current service cost 32.4 32.2
Interest expense 2.6 2.9
Calculated interestincome -1.9 -2.2
Change in terms and conditions -01 -0.4
Total 33.0 325
Total pension expensesimpact on the income statement

2021 2020
Operating expenses
- defined benefit plans 32.4 32.2
Operating expenses
- defined contribution plans 45.2 38.9
Operating earnings impact 77.6 711
Netinterest expenses
- defined benefit plans 0.7 0.7
Earnings before tax impact 78.3 71.8
Defined-benefit obligations

Pension

2021-12-31 Planassets obligations Net
Switzerland 676.3 -663.5 12.8
Other countries 65.1 -115.6 -50.5
Total (fair/present value) 7461.4 -779.1 -37.7
Unrecognised assets -31.6 = -31.6
Pension provisions, net 709.8 -779.1 -69.3
Of which:
Reported as asset (other
non-current receivables) 5.7
Reported as liability -75.0

Pension
2020-12-31 Planassets obligations Net
Switzerland 582.4 -644.4 -62.0
Other countries 55.2 -14.0 -58.8
Total (fair/present value) 637.6 -758.4 -120.8
Unrecognised assets -3.5 - -3.5
Pension provisions, net 634.1 -758.4 124.3
Of which:
Reported as asset (other
non-current receivables) 11
Reported as liability -125.4
Three-year summary
2021-12-31 2020-12-31  2019-12-31

Fair value of plan assets 741.4 637.6 641.6
Pension obligations -779.1 -758.4 -738.3
Net -37.7 -120.8 -96.7
Unrecognised assets -31.6 -3.5 -
Recognised value -69.3 -124.3 -96.7
Pension obligations

2021-12-31  2020-12-31
Opening balance 758.4 738.3
Change in terms and conditions -9.2 -7.5
Current service cost 32.4 32.2
Interest expense 2.6 2.9
Benefits paid -26.2 -35.2
Acquired/divested subsidiaries 0.2 2.9
Settlement of pension obligations 0.0 0.0
Actuarial gains/losses
- Financialassumptions 22.7 17.5
Actuarial gains/losses
- Demographic assumptions -21.3 -2.1
Actuarial gains/losses
- Experience adjustments 10.7 12.8
Currency translation differences 8.8 -3.4
Closing balance 779.1 758.4
Plan assets

2021-12-31  2020-12-31
Opening balance 637.6 641.6
Change in terms and conditions 4.2 -7
Calculated interestincome 1.9 2.0
Contributions — employer 18.2 18.5
Contributions - employee 13.9 14.4
Benefits paid -25.4 -34.6
Acquired/divested subsidiaries - 2.9
Return on plan assets excluding calculated
interestincome as above 83.9 2.6
Currency translation differences 7.1 -2.7
Closing balance 741.4 637.6
Fair value of plan assets

2021-12-31  2020-12-31
Equities and similar financial instruments 256.9 190.4
Interest bearing securities, etc. 232.3 242.4
Real estate 252.2 204.8
Total 741.4 637.6

For2022, the contributions to defined benefit plans are estimated
at 34.1MEUR, of which employer’s contribution19.5 MEUR.

Characteristics of the pension obligations
The following applies for the Swiss plans which represent 85 per cent
of the total pension obligations. The Swiss plansinclude the follow-
ing sub-plans: retirement pension (main plan), disability pension,
management plan, early retirement plan and jubilee plan. The main
plan, retirement pension, is financed through an individual savings
account. The plan definesaretirementcreditin per cent of insured
salary depending on the age of the plan memberand it guarantees an
interestrate, whichisannually determined by the Pension Fund. The
minimum legal rate as fixed by the Swiss government has to be cred-
ited to the minimum savings account. The interestis not allowed to
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NOTE 22 Pension provisions, cont.
negative, evenif the actualreturn on assetsis negative (capital pro-
tection). The other kind of plansin Switzerland are of similar nature.

Shortfallin the schemesin Switzerland must be covered by the
employer, while surpluses can only become due to the beneficia-
ries. The value of plan assets has been reduced accordingly.

Remaining durationisin average 20 year.

Actuarial assumptions for the defined-benefit pension schemes

(weighted average, where applicable) 2021 2020
Discountinterest rate, % 0.3 0.4
Inflation, % 0.8 0.8
Future salary increase, % 27 2.6

For 85 per cent of the defined benefit obligation, the Swiss BVG
2015 tables have been used for the actuarial assumptions regard-
ing employee turnover and life expectancy.

NOTE 23 Other provisions

Aprovisionisrecognised in the balance sheet when the Group has
alegalorconstructive obligation asaresult of apasteventand it
is probable thatan outflow of resources will be required to settle
the obligation and areliable estimate of the amount can be made.

If the effectis material, the provisionis determined by discount-
ing the expected future cash flows ata pre-tax rate thatreflects
the current market assessments of the time value of money and,
where appropriate, the risks specific to the liability.

Warranties
Aprovision for warrantiesis recognised when the underlying
products or services are sold. The provision is based on historical

Sensitivity analysis

The table below describes the effect on the value of the defined
benefitobligations of anisolated change in assumptions as
described.

Changein Effect, Changein Effect,

assumption, % MEUR assumption, % MEUR

Discountrate -0.3 -19.0 +0.3 18.4

Salary increase -0.5 4.5 +0.5 -4.8

Employee turnover -1.0 -4.2 +1.0 3.7
Changein Changein

assumption, no. Effect, assumption, no. Effect,

of years MEUR of years MEUR

Life expectancy -1.0 19.5 +1.0 -19.5

warranty data and a weighing of all possible outcomes with their
associated probabilities.

Restructuring

Aprovision forrestructuring isrecognised when the Group
has approved a detailed and formalrestructuring plan and
therestructuring has either commenced or has been publicly
announced. No provision is posted for future operating losses.

Onerous contracts

Aprovision for onerous contractsisrecognised when the
expected benefits to be derived by the Group are lower than the
unavoidable cost of meetingits obligations under the contract.

Group

Restructuring provisions Warranty provisions Other provisions Total
Opening balance 2020-01-01 23.0 15.6 7.6 46.2
Provision for the year 92.4 14.9 2.3 109.6
Utilisation -70.9 -13.8 -0.7 -85.4
Reversal of unutilised amounts -4.4 -0.4 0.0 -4.8
Translation difference -1.8 -0.3 -0.5 -2.6
Closing balance 2020-12-31 38.3 16.0 8.7 63.0
Provision for the year 311 18.2 3.0 52.3
Utilisation -27.6 -16.0 Sif5 -45.1
Reversal of unutilised amounts -3.9 -0.3 -0.3 -4.5
Translation difference 2.0 0.7 0.3 3.0
Closing balance 2021-12-31 39.9 18.6 10.2 68.7
Restructuring provisions Other provisions

Restructuring provisions primarily relates to transaction and
integration costs during the fourth quarter 2021and a savings pro-
gramme during the second quarter of 2020. The remaining part of
restructuring provisions are mainly related to personneland are
expected to become due within 12 months.

Warranty provisions

Warranty provisions are estimated based on previous years statis-
ticaldataand are evaluated on aregular basis. Since the warranty
provisions are based on historical statistical data, the provided
amounthas a low uncertainty regarding the amount and timing of
outflow. The majority of warranty provisions run over a period of
1-3years. Estimated costs for product warranties are recognised
when the products are sold.
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Other provisions primarily consist of provisions for buildings, tax
and legaldisputes and also legally required personnelrelated
provisions. The personnel related provisions are considered as
long-term.



NOTE 24 Financialrisk
management

Risk management

Hexagonis anetborrower and has extensive international oper-
ations andistherefore exposed to various financialrisks. The
Group Treasury Policy, approved by the Board, stipulates the rules
and limitations for the management of the different financial risks
within the Group. Hexagon’s treasury operations are centralised
to the Group’sinternal bank, whichisin charge of coordinating the
financialrisk management. The internal bankis also responsible
forthe Group’s external borrowing and its internal financing. Cen-
tralisation entails substantial economies of scale, lower financing
costand better controland management of the Group’s financial
risks. The internal bank has no mandate to conductindependent
tradingin currencies and interestrate instruments. All relevant
exposures are monitored continuously and are reported to the
Group Managementand the Board of Directors on aregular basis.

Currency risk

Currencyriskis therisk that exchange rate fluctuations will have
an adverse effect onincome statement, balance sheetand

cash flow. Furthermore, the comparability of Hexagon’s earn-
ings between periods will be affected by changes in currency
exchange rates. Hexagon’s operations are mainly conducted
internationally and sales, costs and net assets are therefore
denominatedinanumber of currencies. As of 1January 2011

the presentation currency is EUR for the Group. The change
decreasesthe currency exposure in both theincome statement
and balance sheetaswellasin other comprehensiveincome. It
also allows the Hexagon Group to better match debt to net assets.
Currency exposure originates both from transactionsin non-do-
mestic currenciesin the individual operating entities, i.e. transac-
tion exposure and from translation of earnings and net assets into
EUR upon consolidation of the Group, translation exposure.

Transaction exposure

Sales and purchase of goods and services in currencies other than
respective subsidiary’s functional currency give rise to transaction
exposure. Transaction exposure is, as far as possible, concentrated
tothe countries where manufacturing entities are located. This
isachieved by invoicing the sales entities in their respective func-
tionalcurrency.

Inaccordance with the Group Treasury Policy the transaction
exposure should not be hedged.

Translation exposure — Balance sheet

Translation exposure arises when the net assets are translated
into EUR upon consolidation. Translation differences from net

assetsinother currencies than EUR reportedin other compre-
hensive income during 2021 were 503.5 MEUR (-468.5).

Net exposure per currency

2021-12-31 Hedging rate
usb 6,875.4 0%
GBP 499.7 0%
CAD 434.4 0%
CNY 396.9 -
AUD 214.6 -
BRL 110.5 -
CHF -77.6 -6%
Other 392.7 2%
Total 8,846.6 0%

Translation exposure — Income statement

The consolidated operatingincome and expense is mainly gener-
atedin subsidiaries outside the Euro-area. Changes in exchange
rates therefore have a significantimpact on the Group’s earnings
when the income statements are translated into EUR. Translation
exposure related to actualand forecasted earningsis not hedged.

Net sales per currency

2021 2020
usD 1,676.7 1,399.9
EUR 958.3 838.9
CNY 5772 439.6
GBP 193.4  144.0
JPY 17141 182.6
CAD 102.9 83.7
Other 762.5 675.7
Total 4,3411 3,764.4

Interest rate risk

Theinterestrateriskis therisk thatchangesininterest rates will
adversely affect the Group’s netinterest expense and/or cash
flow negatively. Interestrate exposure arises primarily from the
externalinterest bearing debt. Inaccordance with the Group Trea-
sury Policy the average interest rate duration for the external debt
should be inarange from 6 months to 3years.

During 2021interestrate derivatives were used in order to manage
theinterestraterisk.

Financialincome and expenses

2021 2020
Interestincome 4.4 5.7
Interest expense -19.8 -23.5
Other financialincome and expense -10.8 -9.6
Net -26.2 -27.4
Creditrisk

Creditriskistherisk that counterparts may be unable to fulfil their
payment obligations. Financial credit risk arises when investing
cash and cash equivalents and when tradingin financialinstru-
ments. Toreduce the Group’s financial credit risk, surplus cash
isonlyinvested with alimited number by the company approved
banks and derivative transactions are only conducted with coun-
terparts where an ISDA netting agreement has been established.

Asthe Group isanetborrower, excess liquidity is primarily used
toamortise externaldebtand therefore the average surplus cash
invested with banks is kept as low as possible.

Creditriskalsoincludes therisk that customers will not pay
receivables that the company hasinvoiced orintends to invoice.
Through acombination of geographicaland business segmental
diversification of the customers the risk for significant customer
creditlossesisreduced. An aging analysis of the receivables can
be foundin Note 18.

Liquidity risk

Liquidity riskis the risk of not being able to meet the Group’s pay-
mentobligationsin fullas they fall due or can only do so at mate-
rially disadvantageous terms due to lack of cash resources. To
minimise the liquidity risk, the Group Treasury Policy states that
totalliquidity reserves should atall times be at least 10 per cent of
the Group’s forecasted annual net sales.

On 31December 2021, cash and unutilised credit limits totalled
1,341.5 MEUR (1,764.6).
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NOTE 24 Financial risk management, cont.

The Group’s maturity structure of interest bearing financial liabilities - undiscounted cash flows

The table below presents the undiscounted cash flows of the Group’s interest bearing liabilities related to financialinstruments based
on the remaining period at the balance sheet to the contractual maturity date. Floating interest cash flows with future fixing dates

are based onthe actualinterestrates atyear-end. Any cash flow in foreign currency is translated to EUR using the exchange rate at

year-end.
2022 2023 -2024 2025 and later Total

Capital Interest Capital Interest Capital Interest Capital Interest
Liabilities to creditinstitutions
Term loan 250.0 0.2 350.0 0.0 - - 600.0 0.2
Lease liability 62.7 6.3 83.0 7.8 66.9 9.4 212.6 23.5
Bond loans 316.6 6.6 597.3 9.0 37941 2.5 1,293.0 18.1
Commercial paper’ - -0.8 - -1.7 816.4 -1.7 816.4 -4.2
Other lenders 14.9 0.0 0.1 0.0 - - 15.0 0.0
Totalliabilities to creditinstitutions 644.2 12.3 1,030.4 15.1 1,262.4 10.2 2,937.0 37.6
Other interest bearing liabilities 0.8 0.0 0.1 0.0 - - 0.9 0.0
Totalinterest bearing liabilities 645.0 12.3 1,030.5 15.1 1,262.4 10.2 2,937.92 37.6

1) The Commercial Paper Programme is supported by the long-term revolving credit facilities as back-up and therefore classified as long-term

2) Interest bearing liabilities in the Parent Company, 2,566.2 MEUR

There were interest rate derivatives pertaining to borrowing on 31
December 2021. The agreement governing the Revolving Credit
Facility include a financial covenant for Net debt/EBITDA to be
fulfilled to avoid additional financing costs.

Currency composition pertaining to interest bearing liabilities

2021-12-31  2020-12-31
EUR 100% 99%
INR 0% 0%
CHF 0% 0%
usD 0% 0%
Other 0% 1%
Total 100% 100%

Refinancing risk

Refinancingrisk refers to the risk that Hexagon does not have
sufficient financing available when needed to refinance maturing
debt, due to existing lenders do not extend or Hexagon has difficul-
tiesin procuring new lines of creditata given pointin time. Secur-
ing these requirements demands a strong financial position in the
Group, combined with active measures to ensure access to credit.

Inordertoensure that appropriate financingisin place and to
decrease the refinancingrisk, no more than 20 per cent of the
Group’s gross debt, including unutilised credit facilities, is allowed
to mature within the next12 months without replacing facilities
agreed.

Following a refinancingin 2021, Hexagon’s main sources of financ-
ing consist of:

1) A multicurrency revolving credit facility (RCF) established during
Q4 2021. The RCF amounts to 1,500 MEUR with a tenor of 5+1+1
years.

2) A Swedish Medium Term Note Programme (MTN) established
during Q2 2014. The MTN programme enables Hexagon to issue
bonds up to a totalamount of 20,000 MSEK. On 31 December
2021, Hexagon had issued bonds of a total amount of 11,650 MSEK
(12,450).

3) A Swedish Commercial Paper Program (CP) established during
2012. The CP programme enables Hexagon to issue commercial
paper up to a totalamount of 15,000 MSEK. Commercial paper
with tenor up to 12 months can be issued under the programme.
On 31 December 2021, Hexagon had issued commercial paper of a
totalamount of 7,920 MSEK (7,495) and 34 MEUR (82). The 1,500
MEUR multicurrency revolving facility support the commercial
paper programme.

During Q22016 Hexagon issued a private placement bond to SEK
(Swedish Export Agency) of 1,600 MSEK with a tenor of 6 years.
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Atwo-year term loan of 2560 MEUR was established during Q4
2020, of which 260 MEUR was utilised as per 31 December 2021.

Atwo-year term loan of 150 MEUR was established during Q3 2021,
of which 1560 MEUR was utilised as per 31December 2021.

Aterm loan of 200 MEUR with a tenor of 2+1+1years was estab-
lished during Q3 2021, of which 200 MEUR was utilised as per 31
December2021.

Group’s capital structure

2021-12-31 2020-12-31
Interest bearing liabilities and provisions 3,012.9 2,773.3
Cash, bank and short-term investments -472.1 -397.4
Net debt 2,540.8 2,375.9
Shareholders’ equity 8,764.7 5,949.2

Sensitivity analysis

The Group’s earnings are affected by changes in certain key
factors, as described below. The calculations proceed from the
conditions prevailing in 2021and the effects are expressed onan
annualised basis. Earnings in non-EUR subsidiaries are converted
into EUR based on average exchange rates for the period when the
earnings arise.

During the year there have been significant changes to the exchange
rates of currencies that have the biggestimpact on Hexagon’s earn-
ings and netassets, namely CHF, CNY and USD. Compared to last
year the EUR has strenghtened against CHF and USD and weakened
against CNY. Since Hexagon has a majority of the operating earn-
ings denominated in CNY and USD, this had a negative impacton
operating earnings. The weakening of the CHF had a positive impact
since aconsiderable part of the costs are denominated in CHF. An
isolated strengthening in the exchange rate for EUR by 5 per cent for
allassets and liabilities denominated in non-EUR currencies would
have had animmaterialeffect on netincome buta negative effect
onequity of 441.8 MEUR (281.5) net, and vice versa, after the impact
of hedging.

During 2021, total operating earnings, excluding non-recurring items,
from operationsin other currencies than EUR amounted to an equiv-
alentof 975.1MEUR (808.2). Anisolated change in the exchange rate
for EUR by 5 percentagainstall other currencies would have a net
effect on operating earnings of approximately 48.8 MEUR (40.4).

The average interest fixing period in the Group’s total loan portfolio
as of year-end 2021was less than one year. A simultaneous 1 per-
centage pointchange ininterestratesin all of Hexagon’s funding
currencies would entail a pre-taximpact of about 16.6 MEUR (11.1) in
the coming12 months earnings.



NOTE 25 Financialinstruments

Financialinstruments mainly comprise customer accounts
receivable, loans, cash and cash equivalents and accounts
payable.

Classification
The Group classifies financial assets in the following categories:

« Financial assets measured at fair value (through other compre-
hensive income or profit or loss)

« Financial assets measured at amortised cost

Classification depends onthe Group’s business modeland on the
contractual cash flows the Group will obtain from the financial
asset.

Gains and losses from assets measured at fair value will be rec-
ognised either through comprehensive income or through profit
or loss. Fordebtinstruments, this depends on the Group’s busi-
ness model. For equity instruments not available for sale, rec-
ognition depends onif the Group initially has chosen to measure
the equity instrument at fair value through other comprehensive
income. Reclassification does only occur if the business modelis
changed.

Measurement

Financialassets are initially measured at fair value plus, if finan-
cialassets not measured at fair value through profit or loss,
transaction costs directly attributable to the acquisition of the
financial assets. Transaction cost for financial assets measured
at fair value through profit or lossis recognised in the income
statement. Purchases and sales of financial assets are rec-
ognised on settlement date.

Subsequent measurement of debtinstruments depends on the
Group’s business modeland the cash flows generated by the
financialasset. Financialinstruments are classified in three dif-
ferent measurement categories:

» Amortised cost: assets held for obtaining contractual cash flows
and those cash flows consist of compensation for capital and
interest, are measured at amortised cost. Gains or losses when
debtinstruments are derecognised or impaired are recognised
in profitor loss. Interestincome is classified as financial income
according to the effective rate method.

« Fair value through other comprehensive income: assets held for
obtaining contractual cash flows and for sale and where the con-
tractual cash flows exclusively are compensation for capital and
interest on outstanding capitalis measured at fair value through
other comprehensive income. Changes in recognised value is
recognised in other comprehensive income except from impair-
ments, interestincome and currency effects recognised in profit
or loss. When the financial asset is derecognised the accumulated
profit or loss is reclassified from other comprehensive income in
equity to the income statement. Interest income is recognised as
financialincome according to the effective rate method. Currency
effects are recognised as other operating income or other oper-
ating cost and any impairment is recognised as other operating
cost.

Fair value through profit or loss: assets that do not meet the criteria
for being measured atamortised cost or fair value through other
comprehensive income is measured at fair value through profit or
loss. Assets measured at fair value through profit or loss consist of
other long-term security holdings. Financial liabilities at fair value
through profit or loss include financial liabilities held for trading and
financial liabilities designated upon initial recognition as at fair value
through profit or loss. Financial instruments held for trading consist
of short term and long-term swap contracts. Gain or loss from a debt
instrument measured at fair value through profit or loss is recognised
inthe income statement at net value, together with other profits and
lossesin the period they arise.

Derivatives are initially measured at fair value at the day of enter-
ing the contractand are subsequently measured at fair value at
the end of every reporting period.

Impairment

The Group estimates on a forward-looking basis expected loss from
debtinstruments measured atamortised costand fair value through
other comprehensive income. The applied methodology forimpair-
mentdependsonifthereisasignificantincreasein creditrisk.

For customer receivables, the Group applies the simplified meth-
odology according to IFRS 9, which requires an initial provision for
expected losses.

Financial instruments - Fair value

Assets 2021-12-31 2020-12-31
Carrying Fair Carrying Fair
amount value amount value

Assets measured at fair

value through profit or loss

Other long-term

securities holdings 20.9 20.9 15.7 15.7

Assets measured at

amortised cost

Long-term receivables 48.7 48.7 64.7 64.7

Accounts receivable 1,090.8 1,090.8 884.7  884.7

Other currentreceivables 88.3 88.3 78.3 78.3

Accrued income 875 875 39.4 39.4

Accrued interest 0.6 0.6 0.4 0.4

Short-term investments 42.8 42.8 65.7 65.7

Cash and cash equivalents 429.3 429.3 331.7 331.7

Total 1,758.9 1,758.9 1,480.6 1,480.6

Liabilities 2021-12-31 2020-12-31
Carrying Fair Carrying Fair
amount value amount value

Financial liabilities

measured at fair value

through profit or loss

Estimated supplementary

payments for acquired

companies 136.2 136.2 131.6 131.6

Currency forward and swap

contracts — short term 24.4 24.4 2.9 2.9

Currency forward and swap

contracts - long-term 3.8 3.8 22.1 22.1

Financial liabilities

measured at

amortised cost

Long-term liabilities

- interest bearing' 2,139.2 2,129.7 1,973.3 1,970.5

Other long-term liabilities
- non-interest bearing 5.2 5.2 6.2 6.2
Current liabilities

—interest bearing' 5579  557.6 4345 4339
Accounts payable 263.2 2632 207.4 2074
Other current non-interest

bearing liabilities 2362  235.2 265.7  265.7
Accrued expenses 425.5 425.5 312.4 312.4

Accrued interest 3.8 3.8 5.0 5.0
Total 3,794.4 3,784.6 3,361.1 3,357.7

1) Commercial papers and bonds have with currency forward and swap contract
being swapped from SEK to EUR. The fair value of the derivatives isin the bal-
ance sheetincludedin currentand long-terminterest bearing liabilities
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NOTE 25 Financial Instruments, cont.
Financialinstruments valued at fair value

2021-12-31 2020-12-31

Level1l Level2 Level3 Level1l Level2 Level3

- Currency for-
ward and swap
contracts -
- Estimated
supplementary
payments
foracquired
companies = =
- Other long-
term securities
holdings =

-28.2 = - 250 -

136.2 - - -131.6

20.9 = - 157 -

Total - -7.3 136.2 - 40.7 -131.6

The Group uses the following hierarchy for determining and disclos-
ing the fair value of financialinstruments by valuation technique:

Level 1: Quoted (unadjusted) prices in active markets foridentical
assetsor liabilities

Level 2: Other techniques for which allinputs which have a sig-
nificant effect on the recorded fair value are observable, either
directly orindirectly.

Level 3: Techniques which use inputs that have a significant effect on
therecorded fair value that are not based on observable market data.

For furtherinformation about estimated supplementary pay-
ments for acquired companies see below.

During the reporting period ending 31December 2021, there were
no transfers between levels.

Estimated supplementary payments for acquired companies
2021 2020

Opening balance 131.6 170.9
Present value adjustment 0.9 0.9

Increase through acquisition of businesses 65.5 68.1
Adjustment of preliminary PPA = -
Payment of supplementary acquisition

considerations -11.9 -33.9
Reversal of unutilised amounts -54.3 -69.2
Translation difference 4.4 -5.2
Closing balance 136.2 131.6

The fair value of the estimated supplementary payments for acqui-
sitions are evaluated regularly and includes management’s assess-
ment of future financial performance of the acquired companies.
Estimated supplementary payments for acquired companies have
beendiscounted to presentvalue usinganinterestrate thatis
judged to bein line with the market rate at the time of acquisition.
Adjustments for changes in marketinterestratesare notmadeona
regular basis, as this effectis considered to be immaterial.

The valuation methodis unchanged compared to the previous
period. In connection with the valuation of contingent consider-
ations the assets acquired and liabilities assumed in the purchase
price allocation are reviewed. Any indication of impairment due

to the revaluation of contingent considerationsis considered and
adjustments are made to off-set the impact from revaluation.

Changes in liabilities arising from financing activities

Group Parentcompany

Opening balance 2020-01-01 2,486.8 2,241.7
Cash flow 92.7 172.4
Lease liabilities 65.0 -
Acquisitions 3.2 -
Translation differences 0.2 0.1
Closing balance 2020-12-31 2,647.9 2,414.2
Cash flow 219.9 152.6
Lease liabilities 61.9 =
Acquisitions 0.2 =
Translation differences 8.0 -0.6
Closing balance 2021-12-31 2,937.9 2,566.2

70 Hexagon Annual Report 2021

NOTE 26 Assets pledged and
contingent liabilities

Pledged assets to credit institutions for loans,
bank overdrafts and guarantees

Group Parent company
December 31 2021 2020 2021 2020
Pledged assets 2.9 0.0 = -
Total 2.9 0.0 = -
Contingent liabilities

Group Parent company
December 31 2021 2020 2021 2020
Guarantees in favour of
group companies = - 167.0 16.7
Other contingent liabilities 4.2 7.7 0.1 0.1
Total 4.2 7.7 167.1 16.8

NOTE 27 Netassetsinacquiredand
divested businesses

The fair values of assets and liabilities in businesses acquired and
total cash flow from acquisitionsis divided as follows:

EAM Other 2021 2020
Intangible fixed assets 459.9 25.6 485.5 133.3
Tangible fixed assets - 2.7 2.7 .4
Other fixed assets - 0.1 0.1 0.3
Total fixed assets 459.9 28.4 488.3 145.0
Currentreceivables, inven-
tories, etc. 27.3 14.6 41.9 28.0
Cash and cash equivalents - 5.3 518 35.0
Total current assets 27.3 19.9 47.2 63.0
Totalassets 487.2 48.3 535.5 208.0
Provisions - 5.5 515 10.6
Long-term liabilities - 2.2 2.2 2.4
Total long-term liabilities - 7.7 7.7 13.0
Current liabilities, etc. 54.2 8.6 62.8 57.7
Total liabilities 54.2 16.3 70.5 70.7
Identifiable net assets
at fairvalue 433.0 32.0 465.0 137.3
Non-controlling interestin
equity in acquired companies - -12.7 -12.7 -
Goodwill 1,989.0 M7.4  2106.4 692.4
Total purchase
consideration transferred 2,422.0 136.7 2,558.7 829.7
Less cash and cash equiv-
alentsinacquired group
companies - -5.3 -5.3 -35.0
Less unpaid acquisition price - -65.5 -65.5 -68.1
Payment of unpaid portion of
acquisition price from prior
acquisitions - 1.9 11.9 33.9
Cash flow from acquisitions
of group companies, net 2,422.0 77.8 2,499.8 760.5
Payment with own shares -1,751.4 - -1,751.4 -
Group companies/
businesses, net 670.6 77.8 748.4 760.5

During 2021, Hexagon acquired the following companies:
+ Mecadat, a distributor of CAD and CAM software

» CADLM, a provider of CAE software

« ZGTech, a provider of metrology-grade 3D scanners

+ Immersal Oy, a provider of spatial mapping and visual positioning
solutions

« Infor’'s EAM business, a provider of EAM software
« Jovix, a provider of material tracking software



NOTE 27 Net assets in acquired and divested businesses, cont.
Furtherinformation related to the acquisitions of Infor’s EAM busi-
nessis presented below. The otheracquisitions are individually
assessed asimmaterial from a group perspective which is why only
aggregated information is presented. The analysis of the acquired
netassetsis preliminary and the fair value might be subject to change.
Contingent considerations are recognised to fair value (level 3accord-
ing to definitionin IFRS13) each reporting period and based on the lat-
estrelevantforecast forthe acquired company. The valuation method
isunchanged compared to the previous period. The estimated liability
for contingent considerations amounted to 136.2 MEUR (131.6) as of
31December, whereof the fair value adjustmentin 2021amounted
t054.3 MEUR (69.2). In connection with the valuation of contingent
considerations the assetsacquired and liabilitiesassumed in the
purchase price allocation are reviewed. Any indication of impairment
due tothe revaluation of contingent considerationsis considered and
adjustments are made to off-set the impact from revaluation.

Acquisitions analysis

Acquisition of Infor’s EAM business

In July 2021, Hexagon acquired Infor’s global EAM business
(enterprise asset management), a best-in-class, SaaS-based asset
management solution - Infor EAM — which is used to track assets,
digitalise maintenance operations and enable customers in nearly
any industry to reach optimum operational efficiency.

Background and reasons for the transaction

EAM solutions provide the foundation of digitalinnovationin
asset-intensive industries where digital realities, or digital opera-
tionaltwins, are increasingly leveraged to provide a single source of
truth and complete line-of-sight to ever-changing situations. This
includes the condition and performance of fixed assets — from cap-
italand process equipment (machines, trucks, valves, turbines, and
pumps) to criticalinfrastructure (road, railway, pipeline and commu-
nications networks) to entire buildings and facilities. By combining
enterprise asset management system with Hexagon’s portfolio puts
Hexagoninaunique position to drive further digital transformation
across the customer base. By integrating Infor EAM’s built-in, indus-
try-specific asset management capabilities with Hexagon’s digital
reality solutions and platforms, Hexagon canimprove capital asset
performance in ways beyond what EAM can achieve standalone.

From the date of consolidation (10ctober), Infor's EAM business
has contributed 38.1 MEUR of net sales in 2021. If the acquisition
had taken place at the beginning of the year, the contribution to
netsales would have been150.9 MEUR. The contribution to the
group operating margin has been accretive.

Acquisitions analysis 2020

Acquisition of Blast Movement Technologies

InJanuary 2020, Hexagon acquired Blast Movement Technol-
ogy (BMT), a pioneer in blast movement monitoring and analysis
solutions for open pit mines. Through a combination of sensors
and software, BMT’s solutions provide customers with accurate
blastinformation thatis used toimprove the recovery of amine’s
resources.In2019 BMT generated revenues of 19 MEUR.

Background and reasons for the transaction

The ability to accurately track blast movementis a huge benefit
for mines striving to be smarter and more sustainable. It’s a highly
variable process that can cost mines millions of dollarsin lost reve-
nue peryear from ore loss — where valuable ore is sent to the waste
pile, and dilution — where waste is sent to the mill. BMT comple-
ments Hexagon’s Smart Mine portfolio, further closing the drilland
blastloop for customers, and ultimately, improving their ability to
measure, manage and improve mining operations from pit to plant.

From the date of acquisition, BMT has contributed 20.7 MEUR of
netsalesin2020. The contribution to the group operating margin
has been accretive.

Acquisition of COWI’s mapping business

InJune 2020, Hexagon acquired COWI's mapping business, which
provides airborne surveying and spatial data processing. Revenues
in 2019 amounted to 14 MEUR.

Background and reasons for the transaction
The acquisition brings valuable expertise in capturing and selling
ContentasaService (CaaS) and accelerates Hexagon’s mission to

provide customers with access to the largest on-demand library
of professional-grade and quality controlled geospatial data for
applications such as asset management, public safety, utility
mapping, insurance claims, and more.

From the date of acquisition, the business has contributed 8.7
MEUR of net salesin 2020. If the acquisition had taken place at
the beginning of the year, the contribution to net sales would have
been12.8 MEUR. The contribution to the group operating margin
hasbeenaccretive.

Acquisition of Romax Technology

InJune 2020, Hexagon acquired Romax Technology, a provider of
CAE software for electromechanical simulation and multi-physics
design optimisation. Revenuesin 2019 amounted to 27 MEUR.

Background and reasons for the transaction

Agreater focus on energy efficiency and an accelerating shift
towards electrification brings new engineering challenges that
require increased use of simulation tools earlierin the design
lifecycle. The acquisition of Romax Technology enables Hexagon
to meetthe growing need for electrification, providing customers
with integrated tools that empower engineering teams to develop
the next generation of energy-efficient electric vehicles and
develop renewable energy systems.

From the date of acquisition, Romax Technology has contributed
13.2 MEUR of net salesin 2020. If the acquisition had taken place
atthe beginning of the year, the contribution to net sales would
have been 23.6 MEUR. The contribution to the group operating
margin has been accretive.

Acquisition of D.P. Technology
In December 2020, Hexagon acquired D.P. Technology (DPT), a pro-
vider of CAM technology. Revenues in 2019 amounted to 35 MEUR.

Background and reasons for the transaction

DPT provides high-performance CNC machine programming,
optimisation, and simulation for a broad range of precision manu-
facturing applications. DPT’s solutions leverage a digital twin simu-
lation platform to model the finished part, tools and CNC machine.
Al-based algorithms eliminate manualdatainputand provide
machine operators with greater assurance of what will happen on
the shop floor. The result - simplified programming, increased tool
life and utilisation, reduced cycle times and improved productivity.
When combined with Hexagon’s production software portfolio, the
acquisition strengthensits market- leading position in CAM.

From the date of acquisition, the business has contributed

3.5 MEUR of netsalesin 2020. If the acquisition had taken place at
the beginning of the year, the contribution to net sales would have
been 35.0 MEUR. The contribution to the group operating margin
has been accretive.

Acquisition of PAS Global

In December 2020, Hexagon acquired PAS Global, a leading pro-
vider of Operational Technology (OT) integrity solutions. Revenues
in2020 amounted to 28.1 MEUR.

Background and reasons for the transaction

PAS’ solutions help prevent, detect and remediate cyber threats,
reduce process safety risks and enable trusted data for decision-
making in asset-intensive industries like manufacturing, oiland
gas, utilitiesand more. This is critical to managing the perfor-
mance of physical devices, machines and essential processes.
Combining PAS’ OT expertise with Hexagon’s PPM division’s digital
twin and data integrity capabilities creates a powerful offering for
industrial lifecycle management.

From the date of acquisition, the business has contributed

0.0 MEUR of net salesin 2020. If the acquisition had taken place at
the beginning of the year, the contribution to net sales would have
been 28.1MEUR.

Acquisition of OxBlue

In December 2020, Hexagon acquired OxBlue, a leaderin con-
struction visualisation technology. Revenuesin 2020 amounted to
36.9 MEUR.
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NOTE 27 Net assets in acquired and divested businesses, cont.

Background and reasons for the transaction

OxBlue’s construction visualisation solution improves the man-
agement of everything from material shipments and site visits

to contractor schedules, progress updates and construction

site security, ensuring that projects stay on schedule and under
budget. The acquisition of OxBlue strengthens Hexagon’s capa-
bilities to serve the rapidly evolving architecture, engineering, and
construction (AEC) ecosystem. By integrating OxBlue’s portfolio
with Hexagon’s 3D surveillance technology, BLK247, and its con-
struction software solution, HXGN SMART Build, the company will
provide invaluable data and insights on construction job site activ-
ities. The acquisition represents another step in Hexagon’s vision
to provide market-leading, data-centric solutions thatintroduce
smarter ways to build.

From the date of acquisition, the business has contributed 2.9
MEUR of net salesin 2020. If the acquisition had taken place at
the beginning of the year, the contribution to net sales would have
been 36.9 MEUR. The contribution to the group operating margin
has beenaccretive.

NOTE 28 Average number of

employees
2021 2020

Men Women Total Men Women Total
Parent company 5 10 15 5 10 15
Subsidiaries 16,435 4,841 21,276 15,717 4,611 20,328
Total, Group 16,440 4,851 21,291 15,722 4,621 20,343
Average number
of employees
by country
Nordic region 524 144 668 510 145 655
Rest of Europe 6,109 1,586 7,695 6,019 1,566 7,685
Total, Europe 6,633 1,730 8,363 6,529 1,711 8,240
North America 3,859 1,367 5,226 3,547 1235 4,782
South America 712 170 882 667 152 819
Africa 11 40 151 93 39 132
Australia and New
Zealand 270 79 349 260 75 335
Asia 4,865 1,465 6,320 4,626 1409 6,035
Total, Group 16,440 4,851 21,291 15,722 4,621 20,343
NOTE 29 Employee benefits
Salaries and remuneration 2021 2020
Parent company 9.8 6.9
(of which performance related pay and bonus) (3.0) (1.6)
Subsidiaries 1,385.5 1,217.8
(of which performance related pay and bonus) (160.7) (90.0)
Total, Group 1,395.3  1,224.7
Social security expenses 2021 2020
Parent company 2.3 1.9
(of which pension expenses) (1.4) (1.3)
Subsidiaries 219.6 211.3
(of which pension expenses) (76.9) (70.5)
Total, Group 221.9 213.2
(of which pension expenses) (78.3) (71.8)

Atyear-end, the board consists of ten board members of which
fourare women and six are men. The President and Chief Exec-
utive Officer and other senior executives are 11 men and two
women.
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NOTE 30 Remuneration to senior
executives

Pursuantto resolutions by the Annual General Meeting, the Chair

of the Board and Board members were paid remuneration totalling
672.7 KEUR (603.9). The Chair of the Board received 189.7 KEUR and
other Board members 63.6 KEUR each. The Presidentand Chief
Executive Officer of Hexagon AB did not receive any director fees. In
additionto ordinary director fees, remunerationis paid for work on
committees. The Chair of the Remuneration Committee received

8.4 KEUR and each member received 5.9 KEUR. The Chair of the
Audit Committee received 271 KEUR and each member received 22.2
KEUR. No board member received any remuneration in addition to
director fees or remuneration for committee work. Remuneration to
the Presidentand Chief Executive Officer, as well as the Other senior
executives, comprises basic salary, variable remuneration, other
benefits and pension. The Presidentand Chief Executive Officer
totalremunerationisrecognisedin Note 29 in Parent company. Ola
Rollén has received remuneration as President of the Parent Com-
pany and as Chief Executive Officer of the Group according to a sepa-
rate employment contract with a group company.

Other senior executives are Robert Belkic, Chief Financial Officer
and Executive Vice President Hexagon AB, Tony Zana, General Coun-
sel, Burkhard Bockem, Chief Technology Officer, Ben Maslen, Chief
Strategy Officer, Maria Luthstrom, Head of Sustainability and IR,
Kristin Christensen, Chief Marketing Officer, Norbert Hanke, Chief
Operating Officer, LiHongquan, President Hexagon China, Jurgen
Dold, President Geosystems, Geospatial, Safety & Infrastructure,
Paolo Guglielmini, President Manufacturing Intelligence, Mattias
Stenberg, President PPM and Michael Ritter, President Autonomy &
Positioning.

Variable remunerationis based on operational performance.
Pensionsand other benefitsreceived by the presidentand other
senior executives are paid as part of their total remuneration.

Pension

Pension expense comprises defined-contribution pension
schemesand isthe expense affecting earnings for the year.

The President’sand CEQ’s pensionable age is 65 years. Pension
premiums are payable at 20 per cent of pensionable salary. The
pensionable age of the Other senior executivesis 65 years, except
forone person where the pensionable age is 60 years. Pension
premiums for the Other senior executives are not higher than 25
per cent of pensionable salary. Pensionable salary means basic
salary.

Severance pay

The notice period for the presidentand CEQ is six months. Upon
termination by the Company or in case of change of principal
ownership the Presidentand CEQ is entitled to severance pay
equalto18 months of salary. The period of notice for senior exec-
utives is a maximum of 24 months. During the notice period, basic
salaryisthe only severance pay.

Advisory and resolution model

Remuneration and other benefits to the Group’s senior executives
isregulated by the Remuneration Committee, which is appointed
by the Board of Directors, comprising the Chair of the Board and
one additional Board member.



NOTE 30 Remuneration to senior executives, cont.
Remuneration and other benefits

Basic salary/ Variable Other Pension

Director fees remuneration benefits’ expenses Total
KEUR 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
Gun Nilsson, Chair of the Board 222.8 208.3 = - = - = - 222.8 208.3
John Brandon 63.6 58.6 = - = - = - 63.6 58.6
Ulrika Francke 88.2 77.7 = - = - = - 88.2 77.7
Henrik Henriksson 63.6 58.6 = - = - = - 63.6 58.6
Erik Huggers? 7.8 - = - = - = - 7.8 -
Mérta Schorling Andreen 63.6 58.6 = - = - = - 63.6 58.6
Sofia Schoérling Hogberg 91.7 83.4 - - = - = - 91.7 83.4
Patrick Séderlund 63.6 58.6 = - = - = - 63.6 58.6
Brett Watson 2 7.8 - = - = - = - 7.8 -
Ola Rollén, President and
Chief Executive Officer 3,363.8  3,279.3 1,681.9 1,639.6 = - 672.8 655.9 5,7185 5574.8
Other senior executives (12 people) ® 8,654.0 7,595.5 10,934.6 1,656.3 56.4 68.9 939.3 817.0 20,584.3 10,137.7
Total 12,690.5 11,478.6 12,616.5 3,295.9 56.4 68.9 1,6121 14729 26,975.5 16,316.3

1) Other benefits comprise company car and insurance (excluding pension insurance). Expenses for Share programme amounts to 0.9 MEUR for the President

and CEO and to 2.2 MEUR for Other senior executives
2) Elected 17 November 2021

3) Executive Vice Presidentis included in Other senior executives, more detailed information on remuneration to the Executive Vice President can be foundin

the Remuneration Report 2021

Share Programme

Atthe Extraordinary GeneralMeeting on1December 2020, itwas
decided toimplement the Share Programme 2020/2023 and at
the Annual General Meeting on 29 April 2021it was decided to
implement the Share Programme 2021/2024 for key employeesin
the company. Participantsin the share programmes are offered to
be granted, free of charge, performance awards which may entitle
toshares of Class B if performance conditions are met during the
measurement periods1January 2020 to 31 December 2023 and
1January 2021to 31December 2024. The purpose of the share
programme is to strengthen Hexagon’s ability to retain and recruit
competentemployees, provide competitive renumeration and
toalign the interest of the shareholders with the interest of the
employees concerned. The total cost of the share-based incen-
tive programmes is estimated at 60 MEUR each and is recognised
asapersonnelexpensein profit or loss during the vesting period.

Allocated performance awards in Share Programme 2020/2023"

Numberof Marketvalue,

awards’ EUR

President and Chief Executive Officer 167,874 2,353,593
Other senior executives (12 people) 400,113 5,609,584
Other employees 4,588,607 64,330,868
Total 5,156,494 72,294,045

1) Relates to allocated performance awards, restated after share split 7:1, which
may entitle to shares of Class B to be received during year 2024 if the perfor-
mance conditions are met

Allocated performance awards in Share Programme 2021/2024’

Numberof Marketvalue,

awards' EUR

President and Chief Executive Officer 150,321 2,107,500
Other senior executives (12 people) 351,286 4,925,030
Other employees 4,324,013 60,622,659
Total 4,825,620 67,655,189

1) Relates toallocated performance awards which may entitle to shares of Class
Bto bereceived duringyear 2025 if the performance conditions are met

NOTE 31 Remuneration of the Group’s

auditors
Group Parent company

2021 2020 2021 2020
Audit assignment, PwC(EY) 4.5 4.8 0.5 0.5
Additional audit assign-
ments, PwC (EY) 0.0? 0.3 - -
Tax assignments, PwC (EY) 0.6° 0.3 - -
Total, PwC (EY) 5.1 5.4 0.5 0.5
Other auditors assignment 0.5 0.7 - -
Total 5.6 6.1 - -

1) Whereof 1.3 MEUR to PwC Sweden

2)Whereof 0.03 MEUR to PwC Sverige

3) Whereof 0.0 MEUR to PwC Sverige. Tax assignments mainly relates to tax
return compliance, transfer pricing and questions relating to tax
legislation and compliance

NOTE 32 Related-partydisclosures

Remuneration of senior executives, meaning both the Board of
Directorsand management, is presented in Note 30. The Group’s
holdings in associated companies and receivables from and liabili-
tiestoassociated companies are immaterial. There were no signifi-
canttransactions between Hexagon and its associated companies.
Similarly, there were no significant transactions between Hexagon
Group and Schorling Group.

NOTE 33 Subsequent events after the

financialyear’s end

On February 252022, Hexagon announced the acquisition of ETQ,
aleading provider of SaaS-based QMS (quality management sys-
tem), EHS (environment, health and safety) and compliance man-
agementsoftware.

NOTE 34 Appropriation of earnings

The following earnings in the Parent Company are at
the disposal of the annual general meeting (KEUR):

Premium reserve 2,903,123
Retained earnings 3,352,864
Net earnings -1,462
Total 6,244,525
The board of the directors proposes that

these funds are allocated as follows:

Cash dividend to shareholders of 0.11 EUR per share 296,574
Balance remainingin the premium reserve 2,903,123
Balance remainingin retained earnings 3,044,828
Total 6,244,525

Hexagon Annual Report 2021 73



Signing of the annualreport

The undersigned certify that the consolidated accounts and the and earnings of the Group and the Company and that the Board of
annualreporthave been preparedinaccordance with Interna- Directors’ Report for the Group and the Company give a fair review
tional Financial Reporting Standards (IFRS), as adopted by the of the development of the operations, financial position and earn-
European Union and generally accepted accounting principles, ings of the Group and the Company and describes substantial
respectively and give a true and fair view of the financial position risks and uncertainties that the Group companies face.

Stockholm, Sweden 29 March 2022

Gun Nilsson
Chair of the Board
John Brandon Ulrika Francke Henrik Henriksson
Member of the Board Member of the Board Member of the Board
Erik Huggers OlaRollén Marta Schorling Andreen
Member of the Board Member of the Board Member of the Board
President and CEO
Sofia Schérling Hogberg Patrick Soderlund Brett Watson
Member of the Board Member of the Board Member of the Board

Our Audit Report was submitted on 30 March 2022

PricewaterhouseCoopers AB

Bo Karlsson Helena Kaiser de Carolis
Authorised Public Accountant Authorised Public Accountant
Partnerin charge
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Auditor’sreport

To the general meeting of the shareholders of Hexagon AB (publ),
corporate identity number 556190-4771.

Reportonthe annualaccounts and consolidated accounts
Opinions

We have audited the annualaccounts and consolidated accounts
of Hexagon AB (publ) for the year 2021. The annual accounts and
consolidated accounts of the company are included on pages
14-20, 34-74 in this document.

In our opinion, the annualaccounts have been prepared in accor-
dance with the Annual Accounts Act and present fairly, in allmate-
rialrespects, the financial position of parent company and the
group as of 31December 2021and its financial performance and
cash flow for the year then ended in accordance with the Annual
Accounts Act. The consolidated accounts have been preparedin
accordance with the Annual Accounts Act and present fairly, in all

material respects, the financial position of the group as of 31
December 2021and their financial performance and cash flow for
the year then ended in accordance with International Financial
Reporting Standards (IFRS), as adopted by the EU, and the Annual
Accounts Act. The statutory administration reportis consistent
with the other parts of the annualaccounts and consolidated
accounts.

We therefore recommend that the general meeting of sharehold-
ersadopts the income statement and balance sheet for the par-
entcompany and the group.

Our opinionsin thisreporton the annualaccounts and consoli-
dated accounts are consistent with the content of the additional
reportthathasbeen submitted to the parent company’s audit
committee in accordance with the Audit Regulation (537/2014)
Article 11.

Basis of opinions

We conducted our auditin accordance with International Stan-
dards on Auditing (ISA) and generally accepted auditing standards
in Sweden. Our responsibilities under those standards are fur-
ther described in the Auditor’s Responsibilities section. We are
independent of the parent company and the group in accordance
with professional ethics for accountantsin Sweden and have
otherwise fulfilled our ethical responsibilities in accordance with
these requirements. Thisincludes that, based on the best of our
knowledge and belief, no prohibited services referred toin the
Audit Regulation (537/2014) Article 5.1have been provided to the
audited company or, where applicable, its parent company or its
controlled companies within the EU.

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

Other matter

The audit of the annualaccounts and consolidated accounts for
year 2021 was performed by another auditor who submitted an
auditor'sreportdated1April 2021, with unmodified opinionsin the
Reportonthe annualaccountsand consolidated accounts.

Our auditapproach

Audit scope

We designed our audit by determining materiality and assessing
therisks of material misstatementin the consolidated financial
statements. In particular, we considered where management
made subjective judgements; for example, in respect of signifi-
cantaccounting estimates thatinvolved making assumptions and
considering future events thatare inherently uncertain. Asin all
of our audits, we also addressed the risk of management override
of internal controls, includingamong other matters consideration
of whether there was evidence of bias that represented arisk of
material misstatement due to fraud.

We tailored the scope of our auditin order to perform sufficient
work to enable us to provide an opinion on the consolidated finan-
cial statements as awhole, takinginto account the structure of
the Group, the accounting processes and controls, and the indus-
try inwhich the group operates.

The Hexagon Group comprises a large number of subsidiaries.
None of these subsidiaries have, individually, been deemed to be
significant for the audit of the Group. For the Group audit, we have
selected the Parent company and a large number of entities allo-
cated across the Group’s five business areas for Group reporting.
The majority of the subsidiariesin the Group are also subject to
statutory auditsaccording to localrequirements.

For otherreporting units, analyticalaudit procedures are per-
formed asapart of the audit of the consolidation. The Group
auditteam has performed site visits in a selected number of legal
entitiesaswellas performed work on the finance and accounting
consolidation processes, treasury operations among others.

Materiality

The scope of our audit was influenced by our application of
materiality. An audit is designed to obtain reasonable assurance
whether the financial statements are free from material misstate-
ment. Misstatements may arise due to fraud or error. They are
considered materialif individually or in aggregate, they could rea-
sonably be expected to influence the economic decisions of users
taken on the basis of the consolidated financial statements.

Based on our professional judgement, we determined certain
quantitative thresholds for materiality, including the overall group
materiality for the consolidated financial statements as a whole
assetoutinthe table below. These, together with qualitative con-
siderations, helped us to determine the scope of our auditand the
nature, timing and extent of our audit procedures and to evaluate
the effect of misstatements, both individually and in aggregate on
the financial statements asawhole.

Key audit matter

Key audit matters of the audit are those matters that, in our pro-
fessional judgment, were of most significance in our audit of the
annualaccounts and consolidated accounts of the current period.
These matters were addressed in the context of our audit of, and
in forming our opinion thereon, the annualaccounts and consoli-
dated accounts as awhole, butwe do not provide a separate opin-
ion onthese matters.
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Revenue recognition

Key audit matter

Hexagon customer offerings contains solutions in which hardware
and software are integrated as wellas servicesand licenses. The
critical management estimates of customer contractsinclude
establishing the amounts that are to be recognised asincome and
when the income should be recognised.

Forintegrated customer contracts management need to assess
if revenue should be allocated to each revenue type as different
accounting principles apply for these revenue types. Manage-
ment makes estimates of completed performancein relation to
the contractual termsand conditions as as these performance
obligations are or can be fulfilled at different pointsin time.

Part of Hexagons business comes from major long term, com-
plex and fixed-price customer contracts. Management makes
estimates of completed performance inrelation to the contrac-
tualterms as a base for recognizing revenue on every reporting
date, these estimations are also the base for any potential loss
provision.

Due to the degree of management judgmentin arrangements con-
taining multiple performance obligations, these types of arrange-
ments have been a key audit matterin our audit.

Accounting principles for revenue recognition are included in Note
5and key estimates and assumptions used for customer arrange-
ments are includedin Note 2.

How our audit address the key audit matter

Our auditincluded, amongst others a combination of testing of
internal controls over financial reporting including procedures
to test key application configurations, analytical procedures
including analysing complete transactional data sets with soft-
ware tools to identify large transactions, anomalies, unexpected
trends or variation. We have, in order to validate revenue for exis-
tence and accuracy performed detailed tests of new major con-
tractsin the Hexagon subsidiaries. We have also assessed that
disclosures are appropriate.

Business combinations

Key audit matter

Acquisition of new businesses and the consolidation of new busi-
nesses (business combinations) include purchase price alloca-
tions of the fair values of acquired assets and liabilities including
identification of goodwilland other intangible assets. The valu-
ationis partly based on managementassumptions of the future
earnings of the acquired business and valuation of intangible
assetsat fairvalue.

The acquisitions contracts includes contingent earn-out pay-
ments which are included in the acquisition cost as a contingent
considerationand remeasured at every reporting date and thus
subjectto management estimates and assumptions.

Business combinations have been a key audit matterin our audit

due to the degree of managementjudgmentinidentifying and
accounting of various acquired intangible assets.
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Accounting principles for business combinations are included in
Note1and key estimates and assumptions used for fair values of
acquires assets and assumed liabilities as well as identification
of intangible assets and contingent consideration are included in
Note 2.

How our audit address the key audit matter

Our audit procedures included, amongst others assessment

of significant purchase agreements, test of the purchase price
allocations including calculation and accounting for contingent
considerations. We have involved our valuation specialists to
challenge the valuation and calculation methods used by manage-
ment. We have also assessed that disclosures are appropriate.

Goodwill and other intangible assets with indefinite useful lives
Key audit matter

The carrying value of goodwill, and otherintangible assets with
indefinite useful lives represent some 65 percent of reported total
assets. IFRSrequire annualimpairment tests or when thereisan
indication thatvalues could be impaired.given that the carrying
value of these assetsare notamortised.

Market data, Hexagon’s business plans and forecasts on future
development forms the expectations on sales, earnings and cash
flows that are centralin the modelto calculate arecoverable value
to be compared to the booked carrying value.

We have focused on the valuation of goodwilland intangible
assetswithindefinite useful lives as these itemsinvolve a large
degree of judgement on behalf of managementin assessing
future cash flows.

The key assumptions used and management’s sensitivity analysis
forhow changes in key assumptions would affect the value in use
are presentedin Note 8. As stated in Note 2 the impairment test
require management estimates and assumptions such as pro-
jected cash flows, future market conditions and discount rates.

How our audit address the key audit matter

Our audit procedures included amongst others areview of man-
agementimpairment tests of goodwill and intangible assets with
indefinite lives. We have examined whether Hexagon’s impairment
testis based on the divisions’ (cash generating units) financial
forecasts approved by management. We also evaluated the sen-
sitivity analysis for changesin significant parameters, which, indi-
vidually or on a collective basis, could imply the existence of an
impairment requirement. Valuation experts have been involved to
challenge the assumptions and estimates made by management.
We have also assessed thatdisclosures are appropriate.

Otherinformation than the annual accounts and consolidated

accounts

This documentalso contains other information than the annual

accountsand consolidated accounts and is found on pages 1-13,
21-33,79-85. The Board of Directors and the Managing Director

are responsible for this otherinformation.

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



In connection with our audit of the annualaccounts and consol-
idated accounts, our responsibility is to read the information
identified above and consider whether the information is mate-
rially inconsistent with the annualaccounts and consolidated
accounts. In this procedure we also take into account our knowl-
edge otherwise obtainedin the audit and assess whether the
information otherwise appears to be materially misstated.

If we, based on the work performed concerning this information,
conclude that there isa material misstatement of this otherinfor-
mation, we are required to report that fact. We have nothing to
reportinthisregard.

Responsibilities of the Board of Director’s

and the Managing Director

The Board of Directors and the Managing Director are responsi-

ble for the preparation of the annualaccounts and consolidated
accounts and that they give a fair presentationinaccordance

with the Annual Accounts Actand, concerning the consolidated
accounts, inaccordance with IFRS as adopted by the EU. The Board
of Directors and the Managing Director are also responsible for
suchinternalcontrol as they determineis necessary to enable the
preparation of annualaccounts and consolidated accounts thatare
free from material misstatement, whether due to fraud or error.

In preparing the annualaccounts and consolidated accounts, The
Board of Directors and the Managing Director are responsible

for the assessment of the company’s and the group’s ability to
continue as a going concern. They disclose, as applicable, matters
related to going concern and using the going concern basis of
accounting. The going concern basis of accounting is however not
appliedif the Board of Directors and the Managing Director intend
to liquidate the company, to cease operations, or has no realistic
alternative buttodo so.

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

Auditor’s responsibility

Our objectives are to obtain reasonable assurance about whether
the annualaccounts and consolidated accounts as awhole are
free from material misstatement, whether due to fraud or error,
and toissue anauditor’sreportthatincludes our opinions. Rea-
sonable assuranceis a high level of assurance, butisnota guaran-
tee thatan audit conducted in accordance with ISAs and generally
accepted auditing standards in Sweden will always detect a mate-
rialmisstatement when it exists. Misstatements can arise from
fraud or error and are considered materialif, individually or in the
aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these annual
accounts and consolidated accounts.

Afurther description of our responsibility for the audit of the
annualaccounts and consolidated accountsis available on Revi-
sorsinspektionen’s website: www.revisorsinspektionen.se/revi-
sornsansvar. This descriptionis part of the auditor’s report.

Report on other legal and regulatory requirements
Opinions
In addition to our audit of the annual accounts and consolidated

accounts, we have also audited the administration of the Board of
Director’sand the Managing Director of Hexagon AB (publ) for the
year 2021and the proposed appropriations of the company’s
profitorloss.

We recommend to the general meeting of shareholders that

the profit be appropriated in accordance with the proposalin the
statutory administration report and that the members of the
Board of Director’s and the Managing Director be discharged from
liability for the financial year.

Basis for opinions

We conducted the auditin accordance with generally accepted
auditing standards in Sweden. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities
section. We are independent of the parent company and the group
inaccordance with professional ethics for accountantsin Sweden
and have otherwise fulfilled our ethical responsibilitiesin
accordance with these requirements.

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

Responsibilities of the Board of Director’s

and the Managing Director

The Board of Directors is responsible for the proposal for
appropriations of the company’s profit or loss. At the proposal of
adividend, thisincludes an assessment of whether the dividend is

justifiable considering the requirements which the company’s and
the group’s type of operations, size and risks place on the size of
the parent company’s and the group’ equity, consolidation
requirements, liquidity and position in general.

The Board of Directorsis responsible for the company’s organiza-
tion and the administration of the company’s affairs. Thisincludes
among other things continuous assessment of the company’s and
the group’s financial situation and ensuring that the company’s orga-
nization is designed so that the accounting, management of assets
and the company’s financial affairs otherwise are controlled ina
reassuring manner. The Managing Director shall manage the ongoing
administration according to the Board of Directors’ guidelinesand
instructions and among other matters take measures thatare nec-
essary to fulfillthe company’s accountingin accordance with law and
handle the management of assetsinareassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration, and

thereby our opinion about discharge from liability, is to obtain

audit evidence to assess with areasonable degree of assurance

whether any member of the Board of Directors or the Managing

Director in any material respect:

+ hasundertaken any action or been guilty of any omission which
can giverise to liability to the company, or

« inany other way has acted in contravention of the Companies
Act, the Annual Accounts Act or the Articles of Association

Our objective concerning the audit of the proposed appropri-
ations of the company’s profit or loss, and thereby our opinion
about this, isto assess with reasonable degree of assurance
whether the proposalisinaccordance with the Companies Act.
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Reasonable assuranceisahigh level of assurance, butisnota
guarantee thatan auditconductedin accordance with generally
accepted auditing standards in Sweden will always detect actions
or omissions that can give rise to liability to the company, or that
the proposed appropriations of the company’s profit or loss are
notinaccordance with the Companies Act.

Afurther description of our responsibility for the audit of the
administration is available on Revisorsinspektionen’s website:
www.revisorsinspektionen.se/revisornsansvar. This descriptionis
part of the auditor’s report.

The auditor’s examination of the ESEF report

Opinion

In addition to our audit of the annualaccounts and consolidated
accounts, we have also examined that the Board of Directors and
the Managing Director have prepared the annualaccounts and
consolidated accountsinaformatthatenables uniformelec-
tronic reporting (the ESEF report) pursuant to Chapter 16, Section
4(a) of the Swedish Securities Market Act (2007:528) for Hexagon
AB (publ) for the financial year 2021.

Our examination and our opinion relate only to the statutory
requirements.

In our opinion, the ESEF report #[checksum] has been preparedin
aformatthat, inall material respects, enables uniform electronic
reporting.

Basis for Opinions

We have performed the examination in accordance with FAR’s
recommendation RevR 18 Examination of the ESEF report. Our
responsibility under thisrecommendation is described in more
detailin the Auditors’ responsibility section. We are independent
of Hexagon AB (publ) in accordance with professional ethics for
accountantsin Sweden and have otherwise fulfilled our ethical
responsibilitiesinaccordance with these requirements.

We believe that the evidence we have obtained is sufficientand
appropriate to provide a basis for our opinion.

Responsibilities of the Board of Director’s

and the Managing Director

The Board of Directors and the Managing Director are responsible
forensuring that the ESEF report has been prepared in accor-
dance with the Chapter 16, Section 4(a) of the Swedish Securities
Market Act (2007:528), and for such internal control that the Board
of Directors and the Managing Director determine is necessary

to prepare the ESEF report without material misstatements,
whether due to fraud orerror.

Auditor’s responsibility

Our responsibility is to form an opinion with reasonable assurance
whether the ESEF reportisin all material respects prepared in
aformat that meets the requirements of Chapter 16, Section 4(a)
of the Swedish Securities Market Act (2007:528), based on the
procedures performed.

RevR 18 requires us to plan and execute procedures to achieve
reasonable assurance that the ESEF reportis preparedin a format
that meets these requirements.

Reasonable assurance is a high level of assurance, butitisnota
guarantee thatan engagement carried outaccording to RevR 18
and generally accepted auditing standards in Sweden will always
detectamaterial misstatement when it exists. Misstatements
canarise from fraud or error and are considered material if,
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individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of
the ESEF report.

The audit firm applies ISQC1Quality Control for Firms that Per-
form Audits and Reviews of Financial Statements, and other
Assurance and Related Services Engagements and accordingly
maintains a comprehensive system of quality control, including
documented policies and procedures regarding compliance with
professional ethicalrequirements, professional standards and
legalandregulatory requirements.

The audit firm applies ISQC 1Quality Control for Firms that Per-
form Audits and Reviews of Financial Statements, and other
Assurance and Related Services Engagements and accordingly
maintains a comprehensive system of quality control, including
documented policies and procedures regarding compliance with
professional ethical requirements, professional standards and
legalandregulatory requirements.

Thereasonable assurance engagementinvolves obtaining evi-
dence, through various procedures, that the ESEF report has
been preparedinaformatthat enables uniform electronic report-
ing of the annualaccounts. The procedures selected depend on
the auditor’s judgment, including the assessment of the risks

of material misstatementin the report, whether due to fraud or
error. In carrying out this risk assessment, and in order to design
procedures thatare appropriate in the circumstances, the auditor
considers those elements of internal control that are relevant to
the preparation of the ESEF report by the Board of Directors and
the Managing Director, but not for the purpose of expressing an
opinion on the effectiveness of those internal controls. The rea-
sonable assurance engagementalso includes an evaluation of the
appropriateness and reasonableness of assumptions made by
the Board of Directors and the Managing Director.

The procedures mainly include a technical validation of the ESEF
report,i.e. if the file containing the ESEF report meets the tech-
nical specification set outin the Commission’s Delegated Regula-
tion (EU) 2019/815 and areconciliation of the ESEF report with the
audited annualaccounts and consolidated accounts.

Furthermore, the procedures also include an assessment of
whether the ESEF report has been marked with iXBRL which
enables a fairand complete machine-readable version of the
consolidated statement of financial performance, statement of
financial position, statement of changesin equity and the state-
ment of cash flow.

PricewaterhouseCoopers AB, was appointed auditor of Hexagon
AB (publ) by the general meeting of the shareholders on the 29 th
April2021and has been the company’s auditor since 2021.
Stockholm 30 March, 2022

PricewaterhouseCoopers AB

Helena Kaiser de Carolis
Authorised Public Accountant

Bo Karlsson
Authorised Public Accountant
Partnerincharge



The share

Share price development and trading

In 2021, the Hexagon share price increased by 33.7 per cent
t0143.65 SEKas of 31December. The share price reached the
52-week high 0f 151.45 SEK on 6 September and the 52-week low
on5March at100.26 SEK. Hexagon’s total market capitalisation as
of 31December 2021 was 372,804.5 MSEK.

Ownership structure

Atyear-end 2021, Hexagon had 50,034 registered shareholders
(84,793). Shareholdersin the USA accounted for the largest for-
eign holding, representing 31 per cent (20) of total shares followed
by the UK, representing 6 per cent (15). The ten largest owners
held 55.9 per cent (65.4) of the share capitaland 67.7 per cent
(67.7) of the votes.

Share capital

Atyear-end 2021, Hexagon’s share capitalamounted to 85,761,451
EUR, represented by 2,705,477,888 shares, of which 110,250,000
are of Class Awith tenvotes each and 2,595,227,888 are of Class
B with one vote each. Each share has a quota value of 0.03 EUR.
Hexagon AB has acquired 9,350,000 of the company’s own shares
of Class Bas of 31December 2021. The purpose of the repurchase
isto ensure Hexagon’s undertakings in respect of the long-term
incentive programmes (other than delivery of shares to partic-
ipantsin the incentive programmes), including covering social
security costs.

Incentive programmes

Atthe Annual General Meeting on 29 April 2021, it was decided
toimplement the Share Programme 2021/2024. Participantsin
the share programme are offered to be granted, free of charge,
performance awards that may entitle them to receive shares,

provided that the performance conditions are fulfilled. The
performance condition is related to the development of Hexa-
gon’s earnings per share compared with the target level set by

the Board during the measurement period 1January 2021to 31
December 2024, where the last financial year during the measure-
ment periodis compared with the financial year preceding the
measurement period. The fulfilment of the performance-based
condition will be presentedin the annual report for the financial
year 2024.

Shares allotted are acquired by a third party, inits own name,

and transferred to the participants in accordance with the Share
Programme 2021/2024. The total costs for the share programme
upon full fulfilment of the performance condition are estimated to
amount to a maximum of approximately 60 MEUR allocated over
the vesting period.

Dividend and share split

The dividend policy of Hexagon provides that, over the long-
term, dividends should comprise between 25 and 35 per cent of
earnings per share after tax, assuming that Hexagon satisfies its
equity ratio objective. Dividends are resolved upon by the Annual
General Meeting and paymentis administered by Euroclear
Sweden.

The Board of Directors proposes a dividend of 0.11 EUR (0.09) per
share for 2021. The proposed dividend amounts to 36 per cent of
the year’s earnings per share after tax.

During the year, a share split (7:1) was implemented, each B-share
was divided into seven shares. The record date for the split was 20
May 2021.

34

Share priceincrease 2021

shareholdings, %

ISIN SE0000103699

Nasdagq OMX Stockholm

HEXAB B Sweden, 51

Reuters HEXAb.ST USA, 31

Bloomberg HEXABSS UK. 6
Other, 12

Sector Technology
Segment Large Cap

Geographic distribution of

Cashdividend per share,
Number of shareholders EUR

50,034 041

0.09 0.09
0.08 0.08

27,2267 2:30928.519

7 18 19 20 21 7 18 19 20 21
1) According to the Board of
Directors’proposal
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Source: Nasdag Source. Nasdaqg
Class of shares Number of shares Number of votes % of capital % of votes
Ashares 110,250,000 1,102,500,000 4.1 29.9
B shares 2,5685,877,888 2,685,877,888 95.6 70.1
Holding of treasury B shares 9,350,000 - 0.3 -
Total 2,705,477,888 3,688,377,888 100.0 100.0
Largest shareholders
Owner/manager/deposit bank Ashares Bshares % of capital % of votes
Melker Schorling AB 110,250,000 466,256,440 21.3 42.4
State Street Bank and Trust CO. - 234,387,774 8.7 6.3
JPM Chase N.A. - 232,382,563 8.6 6.3
JPM Securities LLC. - 132,247,456 4.9 3.6
Swedbank Robur Fonder - 110,191,995 41 3.0
BNY Mellon SA/NV (Former BNY) - 82,874,027 3.1 2.2
AMF Forsakring och Fonder - 72,593,580 2.7 2.0
BNY Mellon NA (Former Mellon) - 65,423,531 2.4 1.8
Alecta Tjanstepension Omsesidigt - 62,970,000 2.3 1.7
The Northern Trust Company - 61,171,454 2.3 1.6
Brown Brothers Harriman & CO. - 50,819,993 1.9 1.4
Ramsbury Invest AB - 50,000,000 1.9 1.4
SEB Investment Management - 49,634,806 1.8 1.3
CBNY-Norges Bank - 48,863,852 1.8 1.3
Handelsbanken Fonder - 47,910,936 1.8 1.3
Forsta AP-Fonden - 27,515,825 1.0 0.7
Folksam - 26,427,112 1.0 0.7
HSBC Fund - 20,267,894 0.8 0.6
Livforsakringsbolaget Skandia, Omsesidigt - 19,141,170 0.7 0.5
Clearstream Banking S.A. - 18,256,753 0.7 0.5
Subtotal, 20 largest shareholders’ 110,250,000 1,879,337,161 73.8 80.6
Summary, others - 706,540,727 25.9 19.4
Total number of outstanding shares 110,250,000 2,585,877,888 99.7 100.0
Holding of treasury B shares - 9,350,000 0.3 -
Total number of issued shares 110,250,000 2,595,227,888 100.0 100.0
1) The concentration corresponds to the 20 largest shareholders presented in the list
Source: Euroclear Sweden AB as of 30 December 2021
Key data per share

2021 2020 2019 2018 2017

Shareholder’s equity, EUR 3.24 2.31 2.36 2.09 1.82
Net earnings, Euro cent 30.8 24.0 27.4 28.9 26.3
Cash flow, Euro cent 52.0 53.4 431 37.4 36.0
Cash dividend, EUR 0.1 0.09 0.09 0.08 0.08
Pay-out ratio, % 35.7 38.7 32.3 29.2 28.6
Share price, EUR? 14.02 74.72 50.25 39.79 41.74
P/E ratio® 46 45 26 20 23

1) According to the Board of Directors’ proposal
2) Share split 7:12021, historical data has not been restated
3) Based on the share price on 31 December and calendar year earnings
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The Hexagon share

Nominal

value, SEK/ Ashares, B shares, Ashares, B shares, Share capital,
Year Transaction EUR change change total total SEK/EUR
2000 10 840,000 13,953,182 147,931,820
2002 Rightsissue 10 210,000 3,488,295 1,050,000 17,441,477 184,914,770
2004 New issue, warrants exercised 10 10,170 1,050,000 17,451,647 185,016,470
2005 New issue, warrants exercised 10 722,635 1,050,000 18,174,282 192,242,820
2005 Bonus issue 12 1,050,000 18,174,282 230,691,384
2005 Split 3:1 4 200,000 36,348,564 3,150,000 54,622,846 230,691,384
2005 New issue, warrants exercised 4 154,500 3,150,000 54,677,346 231,309,384
2005 Issue in kind of consideration shares’ 4 11,990,765 3,150,000 66,668,111 279,272,444
2005 Issue in kind of consideration shares' 4 82,000 3,150,000 66,750,111 279,600,444
2006 Rightsissue 4 787,500 16,687,527 3,937,500 83,437,638 349,500,552
2006 New issue, warrants exercised 4 508,933 3,937,500 83,946,571 351,536,284
2006 Compulsory redemption, Leica Geosystems 4 198,635 3,937,500 84,145,206 352,330,824
2006 New issue, warrants exercised 4 309,119 3,937,500 84,454,325 353,567,300
2007 New issue, warrants exercised? 4 58,170 3,937,500 84,512,495 353,625,470
2007 Bonus issue 6 3,937,500 84,512,495 530,699,970
2007 Split 311 2 7,875,000 169,024,990 11,812,600 253,537,485 530,699,970
2008 New issue, warrants exercised? 2 169,785 11,812,600 258,707,270 531,039,540
2008 Repurchase of shares 2 -1,311,442 11,812,600 252,395,828 531,039,540
2009 Sale of repurchased shares, warrants exercised 2 138,825 11,812,600 252,534,653 531,039,540
2010 Sale of repurchased shares, warrants exercised 2 20,070 11,812,600 252,554,723 531,039,540
2010 Rights issue 2 3,937,600 83,845,572 15,750,000 336,400,295 707,284,354
201 Rights issue 2 339,335 15,760,000 336,739,630 707,284,354
2011 Change of functional currency to EUR 0.22 15,750,000 336,739,630 78,471,187
2012 Sale of repurchased shares, warrants exercised 0.22 185,207 15,750,000 336,924,837 78,471,187
2013 Sale of repurchased shares, warrants exercised 0.22 967,340 15,750,000 337,892,177 78,471,187
2013 New issue, warrants exercised 0.22 1,354,800 15,750,000 339,246,977 78,771,810
2014 New issue, warrants exercised 0.22 2,392,236 15,750,000 341,639,213 79,302,633
2015 New issue, warrants exercised 0.22 2,947,929 15,750,000 344,587,142 79,956,762
2016 New issue, warrants exercised 0.22 106,000 15,750,000 344,693,142 79,980,283
2018 New issue, warrants exercised 0.22 2,481,650 15,750,000 347,174,692 80,530,925
2019 New issue, warrants exercised 0.22 4,614,810 15,750,000 351,789,302 81,554,881
2020 New issue, warrants exercised 0.22 1,500 15,750,000 351,800,802 81,557,432
2020 Repurchase of treasury shares 0.22 -646,000 15,750,000 351,154,802 81,557,432
2021 Split 7:1 0.03 94,500,000 2,105,704,812 110,250,000 2,456,655,614 81,657,432
20211ssue in kind of consideration shares® 0.03 132,622,274 110,250,000 2,587,877,888 85,761,451
2021 Repurchase of shares 0.03 -4,828,000 110,250,000 2,595,227,888 85,761,451
Total number of outstanding shares 0.03 110,250,000 2,585,877,888 85,761,451

1) Issuesin kind in connection with the acquisition of Leica Geosystems whereby shares in Leica Geosystems were contributed in exchange for B shares

in Hexagon

2)Issue in kind in connection with annual block exercise in Leica Geosystems’warrant programme whereby shares in Leica Geosystems received by
the programme participants based on the exercise of warrants were contributed in exchange for Bshares in Hexagon
3) Issue in kind in connection with the acquisition of Infor’s EAM business

Ownership structure

Analysts following Hexagon AB

Number of No. of No. of
Holding per shareholder shareholders Ashares Bshares Organisation Name
1-500 33,275 - 3,881,689  ABG Sundal Collier Olof Cederholm
501-1,000 5,132 - 3,802,801  Bank of America Alexander Virgo
1,001-2,000 3,606 - 5,226,987 Barclays Sven Merkt
2,001-5,000 3,621 - 11,539,776 Berenberg GalMunda
5,001-10,000 1,744 - 12,755,014 Bernstein Nicholas Green
10,001-20,000 1,075 - 14,892,771 Carnegie Mikael Laséen
20,001-50,000 737 - 22,409,633  Danske Bank Viktor Trollsten
50,001-100,000 321 - 22,309,436 Deutsche Bank Johannes Schaller
100,001-500,000 288 - 60,885,627 DNB Joachim Gunell
500,001-1,000,000 51 - 36,463,137 Goldman Sachs Mohammed Moawalla
1,000,001-5,000,000 15 - 276,430,046  Handelsbanken Daniel Djurberg
5,000,001-10,000,000 34 - 250,123,008  JPMorgan Stacy Pollard

10,000,001-

35 110,250,000 1,874,507,963

Kepler Cheuvreux

Total number of
issued shares

Source: Euroclear Sweden AB as of 30 December 2021

50,034 110,250,000 2,595,227,888

Morgan Stanley
Nordea
SEB Equities

UBS Investment Research

Johan Eliason
Adam Wood
Agnieszka Vilela
Erik Golrang
Magnus Kruber
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Quarterly income statements

2021 2020
MEUR Q1 Q2 Q3 Q4 Year (o)} Q2 Q3 Q4 Year
Net sales 9779 1,075.6 1,077.2 1,210.4 4,3411 889.9 896.6 939.9 1,038.0 3,764.4
Gross earnings 629.6 692.8 692.1 783.0 12,7971 571.6 550.7 599.7 652.3 2,374.3
Sales expenses -181.7 -190.0 -192.4  -233.3  -797.4 -181.4  -174.9 -157.9 -1731  -687.3
Administration expenses -82.4 -83.4 -85.3 -106.3 -357.4 -78.1 -91.0 -76.6 -82.5 -328.2
Research and development
expenses -120.6 -123.1 -130.8  -136.3 -510.8 -116.6  -126.5 -10.4  -109.2  -462.7
Capital gain from sale of shares in
Group companies = 0.3 = = 0.3 - - - - -
Otherincome and expenses, net 8.6 -0.4 3.8 -134.0 -122.0 -3.1 -66.8 -4.7 -34.5 -109.1
Operating earnings' 253.1 296.2 287.4 173.1  1,009.8 192.4 91.5 2501  253.0 787.0
Financialincome/expenses net -7.6 -6.8 -6.3 SOND) -26.2 -5.8 -6.4 -7.9 -7.3 -27.4
Earnings before tax 245.5 289.4 2811 167.6 983.6 186.6 85.1 2422 2457 759.6
Tax -44.2 -52.1 -50.5 -26.8 -173.6 -33.6 -14.5 -43.6 -43.2  -134.9
Net earnings? 201.3 237.3 230.6 140.8 810.0 153.0 70.6 198.6  202.5 624.7
7 of which adjustments -18.2 -18.4 -23.2 -200.0 -259.8 -14.2  -148.5 -13.1 -46.7  -222.5
2) of which non-controlling
interest 1.6 21 2.2 2.5 8.4 0.7 1.8 2.0 2.1 6.6
Earningsinclude depreciation/
amortisation and impairments of -108.8 -101.7 -116.6 -251.8  -578.9 -94.8 -196.9 -971  -145.4  -534.2
Earnings per share, Euro cent?® 7.8 9.2 8.9 5.1 30.8 5.9 2.7 7.6 7.8 24.0
Earnings per share after dilution,
Euro cent® 7.8 9.2 8.9 5.1 30.8 5.9 2.7 7.6 7.8 24.0
Earnings per share excl.
adjustments, Euro cent?® 8.4 9.8 9.6 1.0 38.8 6.4 7.4 8.1 9.2 311

Average number of shares
(thousands)?

Average number of shares
after dilution (thousands)®

2,567,698 2,566,906 2,566,556 2,696,013 2,599,293 2,572,808 2,572,857 2,572,857 2,572,612 2,572,780

2,573,039 2,572,856 2,573,906 2,705,363 2,606,291

3) Historical data has been restated after share split 7:1
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2,572,808 2,572,857 2,572,857 2,577,134 2,573,914



10-year summary

MEUR 2012 2012' 2013 2014 2015 2016 2017 20172 2018 2019¢ 2020 2021
Income statement

Net sales 23800 23800 2,429.7 2,622.4 30438 3,149.2 3,448.4 3,448.1 3,760.7 3,907.7 37644 43411
Operating earnings (EBITDA) 610.3 605.7 642.2 743.5 912.3 970.0 1,709.5 1,107.0 1,197.7 1,339.1 141.6 1,654.1
Adjusted operating earnings

(EBIT)s 509.0 5044 527.2 602.8 725.0 771.3  880.2 877.7 978.0 1,023.6 10095 1,269.6
Operating earnings 489.5 4849 4928 5421 656.1 736.1 7621 759.6 9251 892.2 7870 10098
Earnings before tax 4413 4342  458.9 508.5 629.6 7143 739.4 736.9 902.3 865.3 759.6 983.6
- of which adjustments -19.5 -19.5 -34.4 -60.7 -68.9 -356.2 -118.1 -118.1 -52.9 1314 -2225 -259.8
Net earnings 3574 3511 371.2 406.2 505.1 578.6 673.8 671.2 738.1 708.6 624.7 810.0
- of which non-controlling

interest 29 29 3.3 3.4 5.2 5.3 7.1 7.1 8.1 6.2 6.6 8.4
Balance sheet

Current assets 11359 11359 1,193.3 14107 14927 16724 18154 17998 20616 2184 18941 22717
Fixed assets 42994 42980 42803 54013 59394 62417 68138 68188 76225 84822 88095 11,8233
Non-interest bearing liabilities

and provisions 9201 91563 962.6 12165 13607 14745 16668 16647 19010 19397 19811 23174
Interest bearing liabilities and

provisions 17426 17695 16647 2125.3 19691 18488 23443 23446 24639 25840 2,7733 3,012.9
Shareholders' equity 27726 27491 28463 34702 41023 45908 46181 46044 53192 60769 59492 87647
Total assets 54353 54339 54736 68120 74321 79141 86292 86134 96841 106006 10,7036 14,095.0
Key ratios

Adjusted operating margin, % 21 21 22 23 24 24 26 25 26 26 27 29
Return on capital employed,

% n i 12 2 2 13 13 13 14 13 2 13
Return on equity, % 13 13 13 13 13 4 15 15 15 2 10 2
Investments 1718 7.8 216.3 2325 230.3 257.6 2756 2756 389.1 399.1 383.3 4194
Equity ratio, % 51 51 52 51 55 58 54 54 55 57 56 62
Share of risk-bearing

capital, % 56 56 57 56 61 64 59 59 60 62 60 66
Interest coverage ratio (times) 9.3 8.8 12.7 14.3 20.3 279 271 27.0 319 26.8 235 324
Net debt/equity ratio (times) 054 0.56 0.49 0.50 0.38 0.30 0.40 040 0.35 0.31 0.37 027
Cash flow before changesin

working capitaland excluding

non-recurring items 4944 4944 538.0 619.2 749.9 8321 882.3 879.7 10048 11255 11532 1,372.8
Cash flow after changesin

working capitaland excluding

non-recurring items 497.3 497.3 506.8 5634 722.6 7821 907.2 907.2 9441 11036 13745 1,3514
Earnings per share, Euro cent 44 141 14.9 16.1 19.9 227 264 263 289 274 240 308
Earnings per share after

dilution, Euro cent 14.3 14 14.7 16.1 19.9 227 26.3 26.3 28.7 274 24.0 30.8
Cash flow per share before

changes in working capital

and excluding non-recurring

items, Euro cent 20.0 20.0 217 249 29.9 33.0 35.0 34.9 39.7 440 449 52.8
Cash flow per share after

changes in working capital

and excluding non-recurring

items, Euro cent 2041 2041 204 226 28.7 31.0 36.0 36.0 374 431 534 52.0
Equity per share, EUR 112 1 114 1.38 1.62 1.81 1.83 1.82 2.09 2.36 2.31 324
Closing share price, SEK 163 163 203 242 315 326 Al 41 408 525 750 144
Cash dividend per share, EUR 0.04 0.04 0.04 0.05 0.06 0.07 0.08 0.08 0.08 0.09 0.09 0112
Average number of shares

(thousands) 2467490 2467490 2472582 2490348 2515709 2,523,031 2523101 2523101 2,526,594 2,554,286 2,572,780 2,599,293
Average number of shares

after dilution (thousands) 2474460 2474460 2488374 2500575 2518719 2526153 2,631,123 2,631,123 2,536,107 2,566,694 2,573914 2,606,291
Number of shares, closing

balance (thousands) 2468,725 2468725 2484979 2501723 2522359 2523101 2523101 2523101 2540475 2,572,773 2,568,335 2,696,128
Average number of employees 13203 13,203 13,931 14,865 15,891 16460 17,543 17,543 19,249 20,250 20,343 21,291

1) Restated —IAS 19
2)As proposed by the Board of Directors
3) Restated - IFRS 15

4) IFRS 16 is applied from 2019, comparison numbers have not been restated

5) From 2021 adjusted operating earnings (EBIT1) is excluded from amortisation of surplus values in the purchase price allocation (PPA), comparison numbers

have been restated

The share-related key financial ratios have been calculated considering all historical share issues and splits.
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Financial definitions

In addition to the financial measures as required by the financial
reporting framework based on IFRS, thisreportalso includes
other measures and indicators that are used to follow-up, analyse
and manage the business. These measures also provide Hexagon
stakeholders with useful financialinformation on the Group’s
position, performance and developmentin a consistent way.
Belowisa list of definitions of measures and indicators usedin
thisreport.

Amortisation of surplus values

When acompany isacquired, the purchase consideration is
allocated totheidentified assets and liabilities of the company.
Intangible assets are most often allocated the substantial part f
the purchase consideration. The amortisation of surplus values
isdefined as the difference between the amortisation of such
identified intangible assets and what the amortisation would have
beeninthe acquired company had the acquisition not taken place
atall.

Adjustments

Adjustments consists of expenses related to the share pro-
gramme (LTIP), amortisation of surplus values (PPA) and non-re-
curringitems which refers toincome and expenses thatare not
expected to appear onaregular basisand impact comparability
between periods.

Adjusted operating earnings (EBIT1)

Operating earnings excluding adjustments. Adjustments are
excluded to facilitate the understanding of the Group’s opera-
tionaldevelopmentand to give comparable numbers between
periods.

Adjusted operating earnings (EBITDA)

Adjusted operating earnings (EBIT1) excluding amortisation,
depreciation and impairment of fixed assets. The measure is pre-
sented to give depiction of the result generated by the operating
activities.

Adjusted operating margin
Adjusted operating earnings (EBIT1) as a percentage of net sales
fortheyear.

Capital employed
Totalassets less non-interest bearing liabilities.

Capital turnover rate
Net sales for the year divided by average capital employed.

Cash conversion
Operating cash flow excluding interest, tax payments and non-re-
curring items divided by operating earnings (EBIT1).

Cash flow
Cash flow from operations before change in working capitaland
excluding non-recurring items.

Cash flow per share

Cash flow from operations, after change in working capital,
excluding non-recurring items divided by average number of
shares.

Commercial paper
Anunsecured promissory note with a fixed maturity of 1to 365
days.

Earnings per share
Net earnings excluding non-controlling interests divided by aver-
age number of shares.

Equity ratio

Shareholders’ equity including non-controlling interestsas a
percentage of total assets.
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Gross margin
Gross earnings divided by operating net sales.

Interest coverage ratio
Earnings after financialitems plus financial expenses divided by
financial expenses.

Investments
Purchases less sales of tangible and intangible fixed assets,
excluding those included in acquisitions and divestitures of
subsidiaries.

Net debt
Interest bearing liabilities including pension liabilities and interest
bearing provisions less cash and cash equivalents.

Netindebtedness

Interest bearing liabilities lessinterest bearing current receiv-
ables and liquid assets divided by shareholders’ equity excluding
non-controlling interests.

Operating net sales
Net sales adjusted by the difference between fair value and book-
value of deferred revenue regarding acquired businesses.

Organic growth
Net sales compared to prior period excluding acquisitions and
divestments and adjusted for currency exchange movements.

Pay-outratio
Dividend per share as a percentage of earnings per share.

P/E ratio
Share price divided by earnings per share.

Profit margin before tax
Earnings after financialitems as a percentage of net sales.

Return on capital employed (12-month average)

Twelve months to end of period earnings after financialitems,
excluding adjustments, plus financial expenses as a percentage
of twelve months to end of period average capitalemployed. The
twelve months average capitalemployed is based on average
quarterly capitalemployed.

Return on shareholders’ equity (12-month average)

Twelve months to end of period net earnings excluding non-con-
trolling interests as a percentage of twelve months to end of
period average shareholders’ equity excluding non-controlling
interests last twelve months. The twelve months average equity is
based on quarterly average equity.

Revolving credit facility

Aloan facility where the borrower may increase and reduce the
size of outstanding debt up to the available limit during the term
of the loan.

Shareholders’ equity per share
Shareholders’ equity excluding non-controlling interests divided
by the number of shares at year-end.

Share price
Lastsettled transaction on Nasdag OMX Stockholm on the last
business day for the year.

Term loan

Afixed amount loan with a maturity date of more than one year
and with a specified repayment schedule where the borrower is
not entitled to re-borrow any amount which it has repaid.



Business definitions

Americas North America, South America and Central America
Asia Asia (excluding Middle East), Australia and New Zealand

CAD Computer-Aided Design, software
for creating technical drawings

CAE Computer-Aided Engineering, simulation software

CAM Computer-Aided Manufacturing, software
for controlling machine tools

CMM Coordinate Measuring Machine
EAM Enterprise Asset Management
EHS Environment, Health and Safety
EMEA Europe, Middle East and Africa

Emerging markets Eastern Europe, Middle East, South America,
Africa and Asia excluding Australia, New Zealand, Japan and Korea

ESG Environmental, Social and Governance
GDPR General Data Protection Regulation

GES Hexagon’s operating segment Geospatial Enterprise
Solutions

IES Hexagon’s operating segment Industrial Enterprise Solutions
ISDA International Swaps and Derivatives Association

Laser tracker A portable measurement system that uses a laser
NAFTA North American Free Trade Agreement

OECD Organisation of Economic Cooperation and Development
R&D Research and development

UAV Unmanned Aerial Vehicle

QMS Quality Management System

Currency codes

AUD  Australian Dollar GBP  British Pound
BRL Brazilian Real INR Indian Rupee
CAD Canadian Dollar JPY  JapaneseYen
CHF  SwissFranc SEK  Swedish Kronor
CNY Chinese Yuan USD USDollar

EUR Euro
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Information for
shareholders

Annual General Meeting 2022
The Annual General Meeting (AGM) will be held on Friday 29 April
2022.

Shareholders who wish to attend the AGM by postal voting must:

* beregisteredin the share register maintained by Euroclear Sweden
AB no later than Thursday 21 April 2022,

« give notice of their intention to participate no later than Thursday
28 April 2022, by casting their postal votes in accordance with the
instructions below so that the postal vote is received by Euroclear
Sweden AB no later than that day.

Please note that the notification to the AGM can only be made by
postalvoting.

Shareholderswho have their shares nominee-registered, must give
notice of participation by submitting a postal vote and temporarily
re-register the sharesinthe shareholder’sown name. Suchre-
registration mustbe enrolled inthe share register kept by Euroclear
Sweden ABas of therecord date Thursday 21April 2022. Voting rights
registration requested by the shareholder at such time that the regis-
tration has been completed by the nominee no later than Friday 22 April
2022 willbe takenintoaccountinthe preparation of the share register.

Aspecialformmust be used for the postalvote. The postalvoting
formisavailable on the company’s website hexagon.com. Completed
and signed postalvoting forms can be sent by mail to Hexagon AB, c/o
Euroclear Sweden, P.0. Box 191, SE-10123 Stockholm, Sweden, or by
e-mailto GeneralMeetingService@euroclear.com. Furtherinstruc-
tions and conditions can be found in the postal voting form.

Forquestionsregarding the postalvoting form, please contact
Euroclear Sweden ABon +46 (0)8 40292 21.

Dividend
The Board of Directors proposes thata dividend of 0.11EUR per share
be declared for the financial year 2021.

Asrecord day forright to receive dividend, the Board of Directors
proposes Tuesday 3 May 2022. If the Annual General Meetingresolves
inaccordance with the proposal, the dividend is expected to be paid
through Euroclear Sweden AB starting on Tuesday 10 May 2022.

Paymentismade in EUR, provided that EUR can bereceived onthe
shareholder’syield account; if not, paymentwill be distributedin SEK,
whereby currency exchange is made in accordance with Euroclear
Sweden AB’s applicable procedures.

Financialinformation 2022
Hexagon willissue financialinformation concerning the business year
2022 on the following dates:

Q1Interim Report 29 April2022
Q2 Interim Report 27 July 2022
Q3 Interim Report 27 October 2022
Year-End Report 1February 2023

Distribution policy

The Hexagon Annual Reportis distributed digitally. The annualreport
can be downloaded at the website hexagon.com where Hexagon’s
Annual Reportsfrom1997 and onwards are available. For a printed
copy please contact Hexagon AB.

Address Visiting address

Hexagon AB LillaBantorget 15, Stockholm

P.0.Box 3692 Telephone: +4686012620

SE-10359 Stockholm, Sweden E-mail: info@hexagon.com
Website:  hexagon.com
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