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About thisreport

The audited annual accounts and consolidated
accounts can be found on pages 15-23 and 90-125.
The corporate governance report examined by
the auditors can be found on pages 24-31. The
sustainability report reviewed by the company’s
auditors for compliance with the Annual Accounts
Act can be found on pages 50-89. The auditors
have reviewed greenhouse gas emissions within
scopeTand 2.

Hexagon ABis a Swedish public limited liability
company with corporate registration number
556190-4771. Allvalues are expressed in Euros
unless otherwise stated. The Euro is abbreviated
EUR, thousands of Euro to KEUR, millions of Euro

to MEUR, billions of Euro to bn EUR and million US
dollarsto MUSD. Figures in parentheses refer to
2022 unless otherwise stated. Data on markets and
peers represent Hexagon’s own assessments unless
otherwise stated. Assessments are based on most
recentavailable facts from published sources. While
every care has been takenin the translation of this
annual report, readers are reminded that the original
annual report, signed by the Board of Directors, isin
Swedish.

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 can differ
considerably from those implied in the forward-
looking statements as a result of factors such as
changed conditions in the economy, market and
competition, changesin legal requirements and
other political measures, fluctuations in exchange
rates and other factors.

Follow us on social media

OO0 N ND

hexagon.com



https://hexagon.com/
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Hexagon in brief

At Hexagon, we don’tjust see the world as it is; we envision

whatit could be. We are committed to integrating precision
data and digitalintelligence with human ingenuity to shape
amore responsible future. Across more than 27 industries,
we empower our customers, communities, and individuals

to solve the world’s biggest challenges.

To do this, we capture ultra-precise 3D datain the
physical world - from particles to planets — then apply Al,
simulation, and automation to increase efficiency, quality,
safety and sustainability.

From the longest bridge to the smartest car, with Hexagon,
companies don’tjust adapt to new realities — they
intelligently shape them.

DN eMPOWErs
tomers to solve the
world’s biggest challenges.

Hexagon Annualand Sustainability Report 2023
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Featured partnerships

Hexagon’s impact

on the World = Microsoft aWws SONY SANVIDIA.

o (N
350,000 80,000 3.5 million 95% 75%
construction sites types of mining equipment agriculture vehicles ofallairplanes of allcommercialvehicles ofallsmartphones
Protects over Has captured a total of From microns to kilomete rs,
- 1 B 52Mim: we make accurate information
of 2D aerialimagery and . .
about any physical reality
peopie 800Kkm: :
of 3D mapping of the world accessible at scale.
Helped support Helped construct Driving efficiency
the landing of the Burj Khalifa inthe processing of over 50%
Curiosity Rover the world’s tallest building of oil, gas and chemicals




Business
overview
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Autonomy &
Positioning

Geosystems

Safety,
Infrastructure
& Geospatial

Industrial Enterprise Solutions

Industrial Enterprise Solutions (IES) includes a world-
leading portfolio of metrology solutionsincorporating
the latest sensor and software technologies for fast
and accurate measurements. These solutions include
technologies such as coordinate measurement machines
(CMM) and laser trackers and scanners for optimising
design, processes and throughputin manufacturing
facilities. IES alsoincludes a broad software portfolio,
encompassing computer-aided design (CAD), computer-
aided manufacturing (CAM) and computer-aided
engineering (CAE) platforms. Solutions within this
segmentalsoinclude software for optimising design,
improving productivity and creating and leveraging
asset managementinformation through the lifecycle of
industrial plants and processing facilities.

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

Manufacturing
Intelligence

Asset Lifecycle
Intelligence
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Core

technologies

Hexagon Annualand Sustainability Report 2023

What matters mostto compete in today’s world? Growth and profitability? Efficiency? Productivity? Quality?
Safety? Digital transformation? What about sustainability?

Thanks to advances in digital reality technologies, achieving these priorities equally is no longer insurmountable.

Hexagon’s innovation strategy is built on its established leadership in each of the core technologies critical to
realising the full potential of data.

Reality capture

Digital capture of the physical
worldis the basic building block
of a “digital reality” or twin.
Thisincludes documenting and
preserving an exact truth about
what’s happened or happening;
itmeans measuring and
recording with perfectaccuracy
and precision; and it’s the ability
to see, monitor, recognise and
understand both contextually
and dimensionally in 3D.

Positioning

The need for accurate position
informationis essential for
tracking and controlling the
movement or mobility of assets
and people. Additionally,
achieving fullautonomyisn’t
possible without positioning
and other complementary
technologies working together
—finely-tuned and seamlessly -
to make autonomy a reality.

Autonomous
technologies

Enriching automated systems
with sensors, artificial
intelligence (Al) and analytical
capabilities enables systems
to function and execute tasks
without human control.

Design and simulation

Design and simulation
technologies help solve real-
world problems safely and
efficiently — enabling the digital
creation and exploration of
what could be. The ability to
model and simulate millions of
real-world scenarios means we
can predict failure and success
before they occur.

Locationintelligence

Complete line of sight to
dynamic situations —atany
time and from any location
—isindispensable to decision-
making for all mission-critical
applications. The ability to
instantly gaininsight from
complex datarelationships
leads to big-picture
understanding and proactive
problem-solving.
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Strategic
partnerships

Through partnerships, we offer our customers innovative solutions for scaling innovations while strategically expanding
our technologies into new markets.

Central to our partnership approachis the flow and accessibility of data. From software to software, from sensors to
software, and from ecosystem to ecosystem, teaming up with leading global brands allows us to leverage Hexagon'’s

technologies across expanded markets and user groups.

2" Microsoft

.

Microsoft enhances our
Al product offering with
large language model
productisation and
document management,
open-platform cloud
partner and technology
partner for the industrial
metaverse.

dWS
.

AWS, continuesto be
averyimportant Cloud
partner. In addition, its
Stable Diffusion aids
in training Al assistive
devices and generating
photorealistic scenes
in NVIDIA Omniverse for
autonomous projects.

SONY

l

Sony Semiconductor
Solutions contributes
with itsadvanced Time-
of-Flightimage sensor and
software technologies,
crucial forimproving the
speed and accuracy of our
reality capture solutions.

<A NVIDIA.

I

NVIDIA helps us to
connect multiple software
platformsto create an
interconnected industrial
metaverse. The flow of
datais strengthened by
Hexagon’s open-data
platforms HxDR and Nexus
with NVIDIA's Omniverse
using OpenUSD

Through strategic partnerships, we integrate our scaling innovation technologies, focusing on facilitating open-format
data flow across Al, reality capture, visual computing, and robotics.
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Hexagon is redefining value in the digital age. Our platform strategy is the cornerstone, ensuring data flows

H exago n seamlessly across software, sensors and ecosystems to unlock new levels of efficiency and innovation.

By focusing on platforms built from shared modules and microservices, we're enhancing R&D efficiency and

l tf accelerating the journey from concept to reality. This approach to platform engineering allows us to quickly roll
p a orms out new functionalities, delivering unparalleled value to our customers.
Call M Xus
Next-generation public Maximising asset Streamlining
safety platform longevity and productivity manufacturing
with industry-leading through collaboration
management and innovation

jer of One 3N SDx DR
Seamlessly connecting mines Accelerating asset Acloud native platform
digitalisation for optimal toprocess, fuse, and
lifecycle performance share digital reality

data, at scale
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Customer
highlights

Mortenson

Customer background | Customer background
Major developer and / European automotive
""'"i engineering services parts supplier for SKODA.
k‘ providerin the |
commercial, institutional
and energy sectors.

Mortenson

Customer challenge 7 Customer challenge

One of its customers, the Citizen M hotel g Looking to automate processes toimprove
chain, wanted to influence major change - inspection speed.

in the hospitality industry by introduci |

prefabricated (modular) constructi How Hexagon is helping
Expanding upon an existing 25+ year
How Hexagon is helping | relationship, HAUK has implemented
During construction, Mortens Hexagon’s PRESTO automated inspection
Hexagon solutions (OxBlue, cell, Laser trackers, robotics automation
Avvir software) to monito and PC-DMIS to improve their inspection E
the project for key sta S i p - e speed and ease of data transfer to customer E
’ /

systems.
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Cc

Customer background Customer background
One of the world’s largest Rio de Janeirois the second

globally diversified natural largest city in Brazil with over
resource companies, ° 9 million people.
headquarteredin \ gL B!o
Switzerland and operating \ AR Customer challenge
in 35+ countries. Glencore A\ Consolidating many different
has more than 60 mining, metallurgical and oil \ \ \\ departments to more effectively control the
production assets. city’s daily operations.
Customer challenge How Hexagon is helping
Seeking to improve safety in their mining Hexagon’s incidentand operational
operations with a global strategic partnership management software platform HxGN OnCall
across all mine sites and commodities. enables over 30 departments to controland
share information as needed, in response to
10+ years of Glencore/Hexagon emergencies.
partnership This dealincludes software, implementation
Hexagon’s Operator Alertness System . :
: : and maintenance over five years.,
4 continents, 15 mines. :

Hexagon’s Collision Avoidance System SN,
3 continentsincluding recent deal for 200 CAS

systems at Lomas Bayas.

Hexagon’s Vehicle Intervention System
3 mine sites, +150 haul trucks. \ R
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Shapmg reality,
responsibly DE

Itis traditional to begin a letter of this kind by reflecti
the difficulties presented by macroeconomiche:

show how despite geopoliticaland economic ¢t
company emerged stronger than the previous
begin a little differently.

e

lam proud to lead acompany thatisnotonlyapartofa
growing appetite for change but also an enabler of it.

Pursuing collaborations, partnerships, mergers and

If we focus only on global pressures, we lose si
and countries that are innovating every day to ove
challenges. If I think about labour shortages; diffi
conditions and uneven global growth, thenlalse
entire workforce passionate about decarbonise
appetite for localised technologyand expertise, a

o

acquisitions with companies that make us think differently
- better - has always been in Hexagon’s DNA. 2023 was no
different.

During HXxGN LIVE 20283, we announced important
collaborations with industry leaders NVIDIA and Sony
Semiconductor Solutions.

need for expert specialisation in automatiem@ndautone

With NVIDIA, we are connecting our technologies to
empower real-time digital factory planning, optimisation, and
operations through unified industrial metaverse workflows.
NVIDIA enriches our capabilities with deep learning expertise
and advances our reality capture and analysis solutions.

Hexagon emerged from 2023 not in spite of global challenges,
butrather because of them. When | speak to our customers,
partners, and newly merged teams, | see market share leaders,
capexdrivers and industry champions. | see hundreds and
hundreds of innovators.

Our partnership with Sony delivers a streamlined workflow
from data capture to processing and analysis, reducing the
time from scanning to results. By combining Sony’s Time-
of-Flightimage sensor and software technologies with
Hexagon’s reality capture capabilities, we are developing
solutions that enable faster in-field feedback and more
complete data capture.

Innovators who believe in Hexagon’s vision to shape a
responsible future. These are organisations driven by the same
spirit of innovation and progress that motivates us to push
boundariesin autonomous technologies. They see obstacles
as opportunities to create better solutions. They know that by
working together, we can drive meaningfulimprovementsin
efficiency, safety, and sustainability.

Innovation at Hexagon doesn’t only mean developing

the besttechnology for today, for one industry. [t means
developing the best of the best for tomorrow, for all. In July,
we announced a world-first with Mineral Resources: a fully
autonomous road train system controlled remotely by a

Atthe core of our sustainability strategy, we believe in
empowering industry through our solutions to accelerate
change, coupled with our commitment to create change
across our operations. Explore more in the sustainability
section our Annual Report.
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team of operatorsin Western Australia. As a step toward
autonomous transportation, the delivery of advanced
sensors and automation technologies exemplifies
innovative safety and efficiency practices. Such pioneering
methodologies can serve as models across various
industries.

We grew our portfolio with six acquisitions in 2023. We're
pleased with the progress of integration, especially with the
newly merged teams from Qognify, Projectmates, and HARD-
LINE. Each of the newly acquired companies aligns with our
mission to reshape industries into safer, more efficient, and
insight-driven environments.

In 2023, we launched over 400 products and filed almost 60
new patentapplications. More than 6,800 team members
workinresearch and development or a related discipline
worldwide, embedded in every division, nestled at the heart
of the centralinnovation hub that serves the group. This
approach places us directly in contact with ourindustries
and helps us speak the language of our customers. The
resulting products and patents are not only beacons of
innovation but also serve to further the innovative potential
of our customers.

At the beginning of the year we launched Nexus, a future-
ready digital reality platform purposely built for the discrete
manufacturing ecosystem. Nexus allows our customers, for
the first time, to exchange data in real time and accelerate
innovative ways to make high-quality products more
responsibly. Designed to complement existing systems
rather than replace them, Nexus fosters collaboration

and breaks down silos across departments, even whole
organisations. With more than 30,000 users already, Nexus
showcases the demand for open-platform computing.

Board of Directors’report Corporate governancereport Compliance Sustainabilityreport Financialreports Additionalinformation

At the Wichmann Innovation Awards in October, Hexagon
was recognised in both the hardware and software
categories for products that make reality capture more
accessible. Reality Cloud Studio, powered by HXDR,
provides an intuitive, automated platform accessible
from any device to visualise and collaborate on digital
twins. The BLK2GO PULSE, a handheld laser scanner born
out of our collaboration with Sony, provides customers
with cutting-edge first-person scanning controlled by
asmartphone thatdelivers full-colour 3D point clouds
instantly in the field.

Many statistics can describe acompany - revenue,
acquisitions, patents filed, products created — indeed,
I've used some of these in this letter. There is one number
which I think ties these metrics together: 150 petabytes.
Hexagon’s devices, in the hands of our customers or our
employees, have created 150 petabytes of datain the last
year alone. Positioning Hexagon as the world’s largest
creator of 3D intelligence, as a leading force for change in
some of the most crucialindustries on the planet. Such
astaggering amount of data means opportunity, means
untapped potential for the future.

And yet for Hexagon, our focus extends beyond sensors
and software; it fundamentally revolves around people. It’s
the energy, skills, and aspiration to excel that continues to
play a key role in our progress. Over the past two decades,
we have built a dynamic and constantly evolving business
through numerous acquisitions and integrations, driven by
ambitious growth expectations.

Our path has been shaped and guided by a steadfast
vision. It’s with thisin mind we honour Melker Schorling,

Hexagon Annualand Sustainability Report2023 12

our primary shareholder and long-standing chairman,
whose wisdom and foresight have beeninstrumentalin
the company’s evolution. He leaves behind anindelible
legacy and sturdy foundation. As we strive to advance

the mission that he inspired alongside my predecessor,
Ola Rollén, we remain committed to their entrepreneurial
spirit.

As we forge into 2024, with our dynamic and energised
team, we step into a future of our making. Our
entrepreneurial spirit — one thatis transparent, market-
focused, and continually adapting - is infused throughout
our organisation, across geographies, divisions, roles and
functions. In nurturing this spiritand harnessing the power
of data, we see a clear path to better serve our customers.
With our presence in field across industries, in core digital
reality solutions, coupled with strong partnerships and
skills around artificialintelligence, we are positioned to
help customers leverage the full value of data to optimise
productivity, efficiency, safety and quality. We envision
afuture where datais fully leveraged so that business,
industry and humanity thrive responsibly.

In 2024, we stand on a steep curve of widespread
technology innovation and a growing desire to capture
and harness data effectively. But we are not there alone.
We stand alongside our customers and our collaborators
—our community. Our mission guides us as we enable our
customers to shape reality.

Paolo Guglielmini
President & Chief Executive Officer
Hexagon
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Financial plan for continued profitable growth

The financial targets are to reach annual average sales
growth of 8-12 per cent between 2022-2026 and an
adjusted operating margin including amortisation surplus
values (EBITTincuding PPA) of over 30 per cent by 2026.
The margin target includes amortisation of surplus

values (PPA). The targeted sales growth is driven by a
combination of 5-7 per cent organic growth per year and
3-5percentstructural growth peryear 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
and innovative leadership to grow organically and through
acquisitions, with a focus on customer-centric solutions.
Totalaverage annual growth is estimated at 8-12 per cent,
with variation expected between the years. Organic growth,
whichis estimated at 57 per centannually, relatesin

part to GDP-driven growth from existing solutions, butis
primarily expected to come from increasing revenues from
new solutions. Anincrease in recurring 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 cent
annually.

Proven ability to deliver marginimprovements
Hexagon has proven its ability to steadily deliver enhanced
margins. Since 2012, the adjusted operating margin (EBIT1)
hasincreased by 9 percentage points. The ambitious
adjusted 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 an incremental margin
of 35-40 per cent. At the same time, the cost structure
willcontinue to change. Investments in R&D will continue
in order to meet the demand of a more solution-centric
business. Thiswill 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. Thereisalso a strong focus on further
generating and utilising synergies. The shift toward a higher
proportion of software- and solution-selling has improved
the operating margin but also resulted in changes to the
cost structure. Hexagon now has lower costs for goods sold,
but higher R&D and amortisation costs.

Developmentduring 2023

During the second year of the new financial plan, organic
netsalesincreased by 7 per cent, fuelled by strong demand
for our solutions across regions and industries. Adjusted
operating earnings excluding PPA (EBIT1) increased by 5 per
centto1,596.7 MEUR, corresponding to a margin of 29.4 per
cent. The EBITTincluding PPA margin was 27.2 per cent.

8-12x

Average total
growth peryear

3-5

Average growth
from M&A peryear

Hexagon Annualand Sustainability Report 2023

5-7

Average organic
growth peryear

Adjusted
operating margin

13
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Other targets
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Hexagon targets the efficient use of capitalin order to generate a strong cash flow, reach
asound 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 on debts and pay dividends to shareholders. Hexagon’s
cash conversion, i.e., the ratio at which profits are converted into
cash, has averaged 84 per cent since 2013 and was 80 per cent
(72) for 2023.

Hexagon's targetis to reach a cash conversion of 80-90 per
cent. Cash flow from operating activities, excluding non-
recurring items, amounted to 1,451.9 MEUR (1,372.7).

Efficient use of operating capital
Hexagon seeks to minimise working Return on capital
capitalandinrecentyears, the employed, %

ratio of working capital to sales has B3, 1B
averaged lessthan 10 percent. The

ratio of working capital to salesin 2023
amounted to 8 percent (7).

The downward trend of working
capitalasapercentage of sales
results froma business model shift 19 20 21
towards more software- centric

solutions. Hexagon’s overall long-

term objective istoincrease earnings per share by atleast 15

per centannually and to achieve areturn on capital employed
exceeding 15 per cent over a business cycle, including goodwill
from acquisitions. Return on average capital employed, excluding
adjustments, was 11.4 per cent (11.5) in 2023.

22 23

19

19

20

20

21

21

Cash conversion, %
n7

22 23

Working capital to sales,

22 23
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Sustainability targets

Hexagon has a goal to reach 95% reduction of scope 1and 2 emissions by 2030 and net-
zero by 2050. Hexagon succeeded in the target to conduct sustainability audits on 100 per
centofitsdirectsuppliersinriskareas by 2023. Hexagon targets to achieve at least 30 per
centwomen in leading positions by 2025.

Sound equity ratio and balanced debt structure
Asound equity ratio and balanced leverage arerequirementsfor ~ Equityratio, %
financing acquisitions by loans. Hexagon targets an equity ratio S 62 50 60
of atleast 25 per centand has the ambition to have a net debt to

EBITDA ratio of 2.5x or below. The equity ratioamounted to 60 per
cent (60) and the net debt to EBITDA ratioamounted to 1.7x (1.8) at
year-end 2023. Debt capital markets account for 59 per cent (52)
of Hexagon’s financing, while bank loans make up the remainder.

Hexagon’s net financial expense amounted to -155.3 MEUR
(-38.7)in 2023. The average interest rate on the Group’s short-
and long-term loans was 4.3 per cent (2.6) at year-end 2023.

19 20 21 22 23

Dividend policy
Hexagon’s dividend policy is to distribute 25-35 per cent of net
earnings after tax.

Cash dividend per share,
EUR

013!
The Board of Directors proposes a dividend of 0.13 EUR per 0.12

share (0.12) for the fiscal year 2023, corresponding to 41 per
centof net earnings after tax.

om

0.09 0.09

22 23

19 20 21

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 operation1January 2023 to 31 December 2023. 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 CEQ isresponsible for daily
management and decision-making together with the other
members of Hexagon Executive Leadership, including the
executive vice president, the chief financial officer, the chief
strategy officer, the general counsel, the chief marketing
officer, the chief technology officer and the divisional
presidents.

Hexagon’s Group functions consist of Finance (group
accounting, treasury and tax), 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 37.

Hexagon’s reporting structure

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 Group functions

The business area comprises » Finance
the following divisions: « Innovation
» Geosystems Hub

« Safety, Infrastructure &
Geospatial

« Sustainability

» Autonomy & Positioning

Industrial Enterprise Solutions

 Legal The business area comprises

- Marketing the following divisions:

. Strategy « Manufacturing Intelligence

« Investor « Asset Lifecycle Intelligence
Relations

Hexagon Annualand Sustainability Report2023 15

Important events 2023
Q1

Hexagon acquired Projectmates, provider of SaaS-based
enterprise construction project management software.

Hexagon announced the launch of Nexus, an open, flexible
and future-ready digital reality platform .

Q2

Hexagon announced the launch of Reality Cloud Studio, a
software as-a-service (SaaS) application built on the HxDR
platform.

Hexagon announced a collaboration with NVIDIA to enable
industrial digital twin solutions.

Q3

Hexagon announced a landmark agreement with leading
diversified mining company Mineral Resources (MinRes)
to provide an autonomous haulage solution for a fleet of
120 fully autonomous road trains.

Hexagon acquired HARD-LINE, global leader in mine
automation, remote-control technology and mine
production optimisation.

Q4

Hexagon hosted its Capital Markets Day where the mid-
term targets for 2022-2026 were reaffirmed and a target

to achieve a 95% reduction in scope 1and 2 emissions by
2030, progressing towards net-zero emissions by 2050, was
introduced.
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2023 inbrief ; 1 .
Key figures 2023 2022 2% Adjusted
« Operating net sales increased by 5 per cent to 5,440. perating net sales 440. 178, operating margin rganic grow
Operat t sal dby5 t105,440.0 Operating net sal 5,440.0  5,175.5 7 perat (0] th
MEUR (5,175.5). Using fixed exchange rates and a compa- Revenue adjustment® -4.8 -15.0  na
rable group structure (organic growth), net sales increased | Netsales 54352 51605 7 zg‘y ’(y
by 7 per cent Adjusted operating earnings (EBIT1) 1,596.7  1,517.8 5 (o] (o]
« Adjusted operating earnings (EBIT1) increased by 5 per cent édju§tedk:>ieratt|ng marg|ln 294 293 01
arnings before taxes excl.
t01596,7 MEUR(1,517.8) adjustments 1444 14791 -3
« Earnings before tax, excluding adjustments, amounted to Adjustments (before taxes)* -380.7 2311 n.a. | Operatingnetsales, MEUR
1,441.4 MEUR (1,479.1) Earnings before taxes 1,060.7 1,248.0 5 Adjusted operating margin, % Earnings per share, EUR
. . . ; 44 37.4
- Net earnings, excluding adjustments, amounted to1,182.0 | Netearnings 871.8  1,0191 -4 5,176 5:440
MEUR (1,212.9) Earnings per share, euro cent 32.0 37.4 -15
. . . Operating cash flow 7721 7781 -1
« Earnings per share, excluding adjustments, decreased by thum ofequity o 8.6 105 99
, /0 g . -
2per centt043.5 euro cent (44.6) Return on capital employed, % 1.4 1.5 -5
« Operating cash flow decreased by 1per cent to 772.1MEUR Share price, SEK 121.00  109.00 n.a.
(778) Net debt 35932 34417 4
Average number of employees 24,548 23,196 6 9 20 21 22 23 9 20 21 22 23
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 107
Salesbridge'
Organic growth,
Structure, S
Five-year overview S175.5 +2% E/" 54400
175.
MEUR 2023 2022 2021 2020 2019 ——
Currency,
Operating net sales 5,440.0 5,175.5 4,347 .4 3,770.5 3,907.7 -4%
Revenue adjustment’ -4.8 -15.0 -6.3 -6.1 -
Net sales 5,435.2 5,160.5 4,341 3,764.4 3,907.7
Adjusted operating earnings (EBIT) 1,696.7 1,617.8 1,269.6 1,009.5 1,023.6
Adjusted operating margin, % 29.4 29.3 29.2 26.8 26.2
Earnings before taxes excluding adjustments 1,441.4 1,479 1,243.4 982.1 996.7
Adjustments -380.7 -231.1 -259.8 -222.5 -131.4
Earnings before taxes 1,060.7 1,248.0 983.6 759.6 865.3
Net earnings 871.8 1,019.1 810.0 624.7 708.6 2022 2023
Earnings per share, euro cent 32.0 37.4 30.8 24.0 27.4 | 1) Operating netsales from completed acquisitions and divestments
during the year are recognised as “Structure”. Percentages are
1) Reduction of acquired deferred revenue (haircut) related to acquisitions rounded to the nearest whole per cent
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Netsales

Operating net sales amounted to 5,440.0 MEUR (5,175.5).
Using fixed exchange rates and a comparable group
structure (organic growth), sales increased by 7 per cent.

Market demand

Regionally, organic growth was 5 per centin Americas, 11 per
centinAsia,and 7 percentin EMEA. Operating netsalesinthe
Americas amounted to 2,097.5 MEUR (1,995.5), representing
39 per cent (39) of Group sales. North Americarecorded 5
per centorganic growth, driven by a strong performancein
aerospace, mining and positioning solutions, but partially
offset by a slowdown in construction and the exit of some
lower margin defence contracts. South Americarecorded 6
per centorganic growth throughout the year, driven by solid
growth in mining, power and energy.

Operating netsalesin Asiaamounted to 1,464.1MEUR
(1,408.5), representing 27 per cent (27) of Group sales.
Chinarecorded 8 per cent organic growth, driven by strong
growth in general manufacturing, power and energy and
astabilisationin certain infrastructure and construction
market, which had been particularly weak last year. The rest
of Asiarecorded 10 per cent organic growth.

Operating netsalesin EMEA amounted to1,878.4 MEUR
(1,771.5), representing 34 per cent (34) of Group sales.
Western Europe recorded 4 per cent organic growth, driven
good momentum in manufacturing industries and power
and energy, but offset by weaknessininfrastructure and
construction markets. EMEA, excluding Western Europe,
recorded14 per centorganic growth.

Geospatial Enterprise Solutions

Geospatial Enterprise Solutions (GES) operating net sales
amountedto2,638.0 MEUR (2,537.0). Using fixed exchange
rates and a comparable group structure (organic growth),
netsalesincreased by 5 per cent. Regionally, organic growth
was 4 per centinthe Americas, 4 per centin EMEA and 10
per centin Asia. Geosystems recorded 6 per cent organic

Geospatial Enterprise Solutions

Operating net sales, MEUR Adjusted operating margin, %

2,638 311 31.0 30.6
2,537 4
266 278

2,201
1,934 1,934

19 20 21

22 23 19 20 21

22 23

Customer segment, % Geography, %

B Surveying, 37 BEMEA, 43
Infrastructure &construction, 24 Americas, 39
Naturalresources, 18 Asia, 18
Aerospace & defence, 8
Public safety, 8
Other, 5

Industrial Enterprise Solutions

Operating net sales, MEUR
2,802

Adjusted operating margin, %

2,639 271 ops 284 286 291

2,146
1,974 1837

19 20 21

22 23 19 20 21

22 23

Customer segment, % Geography, %

B Electronics & manufacturing, 33
Power & energy, 23
Automotive, 16
Aerospace & defence, 10
Other, 18

Americas, 35
Asia, 35
BEMEA, 30
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growth, driven by a strong performance in the mining and
reality capture portfolio, but hampered by a challenging
construction marketin the latter part of the year. Safety,
Infrastructure & Geospatial recorded -7 per cent organic
growth, due to the exit of a number of low margin defence
contracts. Autonomy & Positioning recorded 22 per cent
organic growth, fuelled by strong demand for aerospace,
defence and precision agriculture solutions.

Industrial Enterprise Solutions

Industrial Enterprise Solutions (IES) operating net sales
amounted to 2,802.0 MEUR (2,638.5). Using fixed exchange
rates and a comparable group structure (organic growth),
net salesincreased by 9 per cent. Regionally, organic
growth was 6 per centin the Americas, 10 per centin
EMEA and 12 per centin Asia. Manufacturing Intelligence
recorded 9 per cent organic growth, driven by strong
demand in key industries as well as the software portfolio.
The Asset Lifecycle Intelligence division recorded 11 per
centorganic growth, with strong growth in the entire
product portfolio and good momentum in both perpetual
and recurring software.

Adjusted operating earnings

Adjusted operating earnings (EBITDA) increased by 8
per centto 2,026.6 MEUR (1,877.1), corresponding to an
adjusted EBITDA margin of 37.3 per cent (36.3). Adjusted
operating earnings (EBIT1), increased by 5 per cent to
1,596.7 MEUR (1,517.8), corresponding to an adjusted
operating margin (EBIT1margin) of 29.4 per cent (29.3).

Adjusted operating earnings (EBIT1) for Geospatial
Enterprise Solutions increased to 807.5 MEUR (786.5),
corresponding to an adjusted operating margin of 30.6 per
cent (31.0). Adjusted operating earnings (EBIT1) for Industrial
Enterprise Solutionsincreased to 814.3 MEUR (755.1),
corresponding to an adjusted operating margin of 29.1 per
cent (28.6).
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Segments

Operating Adjusted operating

netsales earnings (EBIT1)
MEUR 2023 2022 2023 2022
Geospatial Enterprise Solutions  2,638.0 2,537.0 807.5 786.5
Industrial Enterprise Solutions 2,802.0 2,638.5 814.3  755.1
Group cost = - -261 -23.8
Total 5,440.0 5,175.5 1,596.7 1,517.8

Adjusted gross earnings

Adjusted gross earnings amounted to 3,593.4 MEUR
(3,384.7). The adjusted gross margin was 66.1 per cent
(65.4).

Financialincome and expenses
The financial net amounted to -155.3 MEUR (-38.7) in 2023.

Adjustments

During 2023 adjustments amounted to -380.7 MEUR

(-231.1). Adjustments consist of share-based programme
expenses (LTIP), amortisation of surplus values (PPA),
acquired deferred revenue, transaction costs and the
implementation of a rationalisation programme. In 2022, the
adjustments also consisted of costs related to the decision
to freeze business operationsin Russia.

Earnings before tax

Earnings before tax, excluding adjustments, amounted
t01,441.4 MEUR (1,479.1). Including adjustments, earnings
before taxwere 1,060.7 MEUR (1,248.0).

Effective taxrate

Hexagon’s tax expense for the year totalled -188.9 MEUR
(-228.9), corresponding to an effective tax rate of 17.8 per
cent (18.3). The tax rate, excluding adjustments, was 18.0
per cent (18.0) for 2023.

Non-controlling interest
The non-controlling interest’s share of net earnings was
12.9 MEUR (11.5).
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Netearnings
Net earnings, excluding adjustments, amounted to 1,182.0
MEUR (1,212.9) or 43.5 euro cent per share (44.6).

Net earnings, including adjustments, amounted to 871.8
MEUR (1,019.1) or 32.0 euro cent per share (37.4).

Cash flow

Cash flow from operations before changesin working
capitaland non-recurring items amounted to 1,530.1 MEUR
(1,546.5), corresponding to 56.9 euro cent per share (57.4).
Including changes in working capital, but excluding non-
recurring items, cash flow from operations was 1,451.9
MEUR (1,372.7), corresponding to 54.0 euro cent per share
(51.0). Cash flow from other investment activities was
-432.2 MEUR (-1,244.9). Cash flow after other investments
amounted to 339.9 MEUR (-466.8). The change in
borrowings was133.6 MEUR (868.7). Cash dividends to the
Parent Company shareholders amounted to -322.8 MEUR
(-295.8), corresponding to 012 EUR per share (0.11).

Profitability

Capitalemployed, defined as total assets less non-
interest-bearing liabilities, increased t014,186.4 MEUR
(13,792.6). Return on average capital employed, excluding
adjustments, for the last 12 months was 11.4 per cent (11.5).
Return on average shareholders’ equity for the last 12
months was 8.6 per cent (10.5). The capital turnover rate
was 0.4 times (0.4).

Financing and financial position

Shareholders’ equity, including non-controlling interest,
increased t010,046.1 MEUR (9,864.6). The equity ratio was
59.5 percent (59.9).

Following arefinancing 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+1years.
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2. ASwedish 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 2023, Hexagon had issued bonds for a total
amount of 11,650 MSEK (10,150).

3. ASwedish Commercial Paper Programme (CP)
established in 2012. The CP programme amounts
10 15,000 MSEK with tenor up to 12 months. On 31
December 2023, Hexagon had issued commercial paper
foratotalamount of 10,827 MSEK (7,464) and 63 MEUR
(60).

On 31 December 2023, cash and unutilised credit limits
totalled 1,268.6 MEUR (1,429.7). Hexagon’s net debt was
3,593.2 MEUR (3,441.7). The net indebtedness was 0.33
times (0.33). Interest coverage ratio was 7.4 times (27.3).

Investments

Ordinary investments consist mainly of investmentsin
production facilities, production equipment and intangible
assets, primarily capitalised development expenses. Of
the ordinary investments of 626.6 MEUR (567.5) during
2023, approximately 74 per cent (67) were capitalised
expenses for development work. Development work

is primarily performed in Hexagon’s R&D centres with

its primary units located in Switzerland, China, India

and the USA, that resultsin products and services that

are sold worldwide. The remaining part of the current
investments, approximately 26 per cent, comprised mostly
of investmentsin business equipment and machines. All
currentinvestments during the year have been financed

by cash flow from operating activities. Investments
corresponded to 12 per cent (11) 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 -563.0 MEUR (-467.0).
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Investments

MEUR 2023 2022
Investmentsinintangible fixed assets 4899  413.9
Investmentsin tangible fixed assets 136.7 153.6
Divestments of tangible fixed assets -28.3 -14.8
Total ordinary investments 598.3 552.7
Investments in subsidiaries 375.8 1,194.8
Investments in financial fixed assets 63.8 59.2

Divestments of financial fixed assets -7.4 -9.1

Total other investments 432.2 1,244.9

Totalinvestments 1,030.5 1,797.6

Intangible fixed assets

As of 31December 2023, Hexagon’s carrying value of
intangible fixed assets was 12,993.7 MEUR (12,805.6).
Amortisation of intangible fixed assets was -339.6 MEUR
(-292.4). Impairment tests are made to determine whether the
value of goodwilland/or similar intangible assets isjustifiable
orwhetherthereisanyimpairmentneedinfullorin part.
Goodwillas of 31 December 2023 amounted to 9,616.6 MEUR
(9,599.5), corresponding to 57 per cent (58) of total assets.

Goodwill

MEUR 2023 2022
Geospatial Enterprise Solutions 3,225.1 2,927.9
Industrial Enterprise Solutions 6,391.5 6,671.6
Total 9,616.6 9,599.5

Research and development

Hexagon places a high priority oninvestmentsin R&D. Being
one of the mostinnovative suppliersin the industry, itis
important notonly toimprove and adapt existing products,
butalso to identify new applications and therebyincrease
the totaladdressable market for Hexagon’s products and
services. Total expenditure for R&D during 2023 amounted
t0 836.3 MEUR (714.3), corresponding to 15 per cent (14) of
netsales. Development expenses are capitalised only if
they pertain to new products, the cost is significant and
the productis believed to have future economic benefits.
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The currentlevel of R&D costsisin line with other leading
companiesin the industry.

R&D cost

MEUR 2023 2022
Capitalised 461.5 377.8
Expensed (excluding amortisation) 374.8 336.5
Total 836.3 714.3
Amortisation 205.3 173.5

Share capitaland ownership

On December 31,2023, Hexagon's share capital was
85,761,451 EUR, represented by 2,705,477,888 shares. Total
shareswas 110,250,000 Class A shares, each carrying ten
votesand 2,579,427,888 Class B shares, each carrying one
vote. On December 31,2023, Melker Schorling AB, the single
largest shareholder in Hexagon, held a total of 110,250,000
Class Asharesand 471,081,440 Class B shares, representing
42.6 per cent of the votes and 21.5 per cent of the capital.
Hexagon AB has acquired 21,100,000 of the company’s own
shares of Class Bas of 31 December 2023. The purpose of the
repurchase isto ensure Hexagon’s undertakingsin respect
to the long-termincentive programme (other than delivery of
sharesto 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 exercising joint 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
122, which stipulate the right to compensation if such

a person voluntarily leaves the company, is dismissed
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without cause or if such a person’s employmentis
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 10,046.1 MEUR (9,864.6) 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 a requirement
regarding a key financial ratio (covenant) towards lenders.
The key financial ratio is reported to lenders in conjunction
with the quarterly reports. If the requirementis not
complied with, the terms and conditions are renegotiated
andthereisarisk of atemporaryincrease in borrowing
costs. Inaddition, lenders have aright to terminate loan
agreements. Hexagon has never breached any covenants,
notin 2023 norin prior years.

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

Corporate governance

In accordance with the Swedish Annual Accounts Act,
Hexagon has prepared a corporate governance report
separate from the annualreport. It can be foundin this
document on pages 24-31. The Corporate governance
report contains the Board of Directors’ report oninternal
control.
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Acquisitions 2023

Hexagon’s ambition is to generate profitable growth through a combination of organic growth and acquisitions.
Acquisitions are animportant part of Hexagon’s long-term growth strategy. During 2023, Hexagon acquired the following

companies:

Geospatial Enterprise Solutions

Company Division Area

LocLab Geosystems Aleader in 3D digital twin content creation

Projectmates Geosystems A provider of SaaS-based enterprise construction project management
software

Comernal Software Geosystems Asoftware development center

HARD-LINE Geosystems Aglobal leader in mine automation, remote-control technology and mine
production optimisation

Qognify Safety, Infrastructure & Aleading provider of physical security and enterprise incident man-

Geospatial agement software solutions
Industrial Enterprise Solutions
Company Division Area
Cads Additive Manufacturing Intelligence A provider of specialised software for metal additive manufacturing

(AM)

Read about acquisitions on page121.»>

Statutory sustainability report

Hexagon has prepared a sustainability reportin accordance
with the Global Reporting Initiative’s guidelines (GRI
Standards 2021) and in accordance with the requirements
of the Swedish Annual Act. The Board of Director’s are
responsible for the sustainability report that has been
prepared. The Group’s sustainability report can be found on
pages 50-89in thisdocument.

Dividend

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 0.12 EUR per share for the fiscal year 2022
was resolved by the Annual General Meeting (AGM) in May
2023. The record date was 4 May and date of settlement
was 11 May 2023.

The Hexagon Board of Directors proposes a dividend of
0.13 EUR per share for the fiscal year 2023, corresponding
to 41percentof netearnings after tax. The proposed
record date will be 2 May and expected date for
settlementis 10 May 2024.

Guidelines for remuneration to 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
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members of the Executive Leadership. The guidelines

are applicable to remuneration agreed, and amendments
toremuneration already agreed, after adoption of the
guidelines by the AGM 2020. These guidelines do not apply
toany remuneration decided or approved by the general
meeting.

A prerequisite for the successfulimplementation of the
company’s business strategy and safeguarding of its
long-terminterests, including its sustainability, is that
the company is able to attract and retain qualified senior
executives. To thisend, itis necessary that the company
offers competitive remuneration on marketterms. 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 shall be on market terms and consist of
fixed cash salary, variable remuneration, other benefits
and 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 at up to 150 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 CEQ, 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 annual cash
salary. As a general guideline, pension benefits for other
executives, including health insurance, shall be fee based.
Deviations from this general guideline may be made when
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appointing new senior executives whose employment
agreements already comprise benefit-based pension
plans or if the executive is covered by benefit pensions
inaccordance 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 costsrelating to such benefits
may amount to not more than two per cent of the fixed
annual cash salary.

For employments governed by rules other than Swedish,
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 CEOQ is
six months. Upon termination by the company orin case
of change of principal ownership the Presidentand CEQ is
entitled to severance pay equal to 18 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
isbased onresults. The 