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Arsregnskap regnskapsaret 2020 for 910324381

Resultatregnskap

Belgp i: NOK Note 2020 2019
RESULTATREGNSKAP

Inntekter

Annen driftsinntekt 6 344 005 8237633
Sum inntekter 6 344 005 8237633
K ostnader

Annen driftskostnad 8009 577 13 855 089
Sum kostnader 8009 577 13 855 089
Driftsresultat -1 665572 -5 617 456
Finansinntekter og finanskostnader

Renteinntekt fraforetak i samme konsern 491 390 981 201
Annen rentei nntekt 169 509 295214
Annen finansinntekt 965 948
inntektsfart konsernbidrag 30 000 000 15 000 000
valutagevinst/tap (netto) -11 592 1347
Sum finansinntekter 30650 272 16 278 710
Rentekostnad til foretak i samme konsern 308 666
Annen rentekostnad 117 517 30013
Annen finanskostnad 11 202 9126
Sum finanskostnader 128 719 347 805
Netto finans 30521 553 15930 905
Ordineert resultat far skattekostnad 28 855 981 10 313 449
Skattekostnad pa ordinaat resultat 6344 276 2276 747
Ordinaert resultat etter skattekostnad 22511 705 8036 702
Arsresultat 22 511 705 8036 702
Overfaringer og disponeringer

Ordinaat utbytte 30 000 000 15 000 000
Overferinger til/fraannen egenkapital -7 488 295 -6 963 296
Sum overferinger og disponeringer 22511705 8036 704
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Resultatregnskap

Belgp i: NOK Note 2020 2019
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Balanse

Belgp i: NOK Note 2020 2019

BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 119502 557 514
Sum immaterielle eilendeler 119502 557 514

Varigedriftsmidler
Maskiner og anlegg 2084 133
Sum varige driftsmidler 2084 133

Finansielle anleggsmidler

Investering i dattersel skap 6 055 658 6 055 658
Sum finansielle anleggsmidler 6 055 658 6 055 658
Sum anleggsmidler 8259 293 6613 172
Omlgpsmidler

Varer

Fordringer

Andre fordringer 62178 86 862 327
Konsernfordringer 115 391 837

Sum fordringer 115454 015 86 862 327

Bankinnskudd, kontanter og lignende

Bankinnskudd, kontanter og lignende 1911 320 683 790
Sum bankinnskudd, kontanter og lignende 1911 320 683 790
Sum omlgpsmidler 117 365 335 87 546 117
SUM EIENDELER 125 624 628 94 159 289

BALANSE - EGENKAPITAL OG GJELD

Egenkapital
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Balanse

Belgp i: NOK Note 2020 2019
Innskutt egenkapital

Aksjekapital 10 000 000 10 000 000
Sum innskutt egenkapital 10 000 000 10 000 000

Opptjent egenkapital

Annen egenkapital 8 005 808 15494 103
Sum opptjent egenkapital 8 005 808 15494 103
Sum egenkapital 18 005 808 25494 103
Sum langsiktig gjeld 0 0

K ortsiktig gjeld

Leverandergjeld 203 322 655 064
Betalbar skatt 5906 265 4713226
Skyldige offentlige avgifter 149175 94 402
Utbytte 30 000 000 15 000 000
Annen kortsiktig gjeld 3069 425 3208 268
gield til foretak i samme konsern 68 290 633 44 994 227
Sum kortsiktig gjeld 107 618 820 68 665 187
Sum gjeld 107 618 820 68 665 187
SUM EGENKAPITAL OG GJELD 125 624 628 94 159 290
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Atlas Copco AS - Styrets arsberetning for regnskapsaret 2020

Virksomhet

Atlas Copco AS er morselskapet i Atlas Copco-gruppen i Norge. Den operative virksomheten med salg
og service innenfor de forskjellige produktomradene drives gjennom salgsselskapene som er 100 %
eid av Atlas Copco AS. Morselskapets operative virksomhet er i hovedsak knyttet til eiendom, finans
og lignende virksomhet, og drives fra lokaler pa Langhus.

Atlas Copco Kompressorteknikk AS 270 345 KNOK

Atlas Copco Tools AS 17 130 KNOK

Berema AS 222 491 KNOK

Datterselskapenes totalomsetning 509 967 KNOK
Fortsatt drift

| samsvar med regnskapsloven § 3-3 a bekreftes det at forutsetningene om fortsatt drift er til
stede. Til grunn for antagelsene ligger selskapets egenkapital pr. 31.12.2020 samt
resultatprognoser for 2021.

Arbeidsmiljg
Det har i lgpet av 2020 ikke forekommet skader eller ulykker med tilknytning til virksomheten.

Ytre miljg

Styret mener at selskapet forurenser det ytre miljget i ubetydelig grad. Det utfgres kildesortering i
henhold til de kommunale vedtekter.

Likestilling

Del er ingen ansatte i selskapet per 31.12.20. Styret bestar av tre personer, alle er menn. Styret er
bevisst pd de samfunnsmessige forventninger om tiltak for a fremme likestilling i styret. Det er for
oyeblikket ikke iverksatt konkrete tiltak for 3 fremme dette arbeidet, men styrets malsetting er 3
innfri samfunnets forventninger pa sikt.

Redegjorelse for rsregnskapet

Likviditetssituasjonen har veaert god og all overskuddslikviditet har blitt plassert hos morselskapets
internbank i Stockholm eller som lokalt bankinnskudd. Det er ingen vesentlig usikkerhet knyttet til
arsregnskapet. Styret mener at arsregnskapet gir et rettvisende bilde av selskapets gkonomiske
utvikling og for dets stilling pr. 31.12.2020.
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Resultatdisponering

Styret foreslar overfor generalforsamlingen at overskuddet disponeres som falger:

Overfegrt fra annen egenkapital -7 488 295 NOK
Avsatt utbytte 30 000 000 NOK
Sum overfgringer 22 511 705 NOK

Hendelser etter balansedagen

Atlas Copco AS felger utviklingen av Covid-19 viruset nagye og evaluerer kontinuerlig hvordan dette vil
pavirke bedriftens virksomhet bade pa kort og lang sikt. Da situasjonen er hgyst usikker og med
mulighet for innfgring av ytterligere restriksjoner fra myndigheter og kunder, er det seerdeles
vanskelig a forutsi den fulle gkonomiske innvirkningen dette vil ha pa Atlas Copco AS.

Langhus 2021-04-19

Styrets Leder
Rolf Hans Ola Meyer

FiOMeyer (%/4 Z0112:03 GMT-2¢

Styrets Nestleder
Mats Thomas Dahlgren

Thomas Dahlgren(May; 5,%021 2236 GMT—2:

Styremedlem
Markku Kullerve Keloneva

il P
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Statsautoriserte revisorer Foretaksregisteret: NO 876 389 387 MVA
Ernst & Young AS TIf: +47 24 00 24 00

Building a better Dronning Eufemias gate 6, NO-0191 Oslc WWW.ey.No

working world Postboks 1156 Sentrum, NO-0107 Oslo Medlemmer av Den norske revisorforening

UAVHENGIG REVISORS BERETNING

Til generalforsamlingen i Atlas Copco AS

Uttalelse om revisjonen av arsregnskapet

Konklusjon

Vi har revidert arsregnskapet for Atlas Copco AS som bestar av balanse per 31. desember 2020,
resultatregnskap og kontantstremoppstilling for regnskapséret avsluttet per denne datoen, og en
beskrivelse av vesentlige anvendte regnskapsprinsipper og andre hoteopplysninger.

Etter var mening er arsregnskapet avgitt i samsvar med lov og forskrifter og gir et rettvisende bilde av
selskapets finansielle stilling per 31. desember 2020, og av dets resultater og kontantstremmer for
regnskapsaret avsluttet per denne datoen | samsvar med regnskapslovens regler og god regnskapsskikk
i Norge.

Andre forhold

Arsregnskapet for perioden som ble avsluttet 31. desember 2019, ble revidert av en annen revisor som
ga uitrykk for en ikke-modifisert konklusjon om arsregnskapet den 7. mai 2020.

Grunnlag for konklusjonen

Vi har gjennomfart revisjonen i samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder de
internasjonale revisjonsstandardene (ISA-ene). Vare oppgaver og plikter i henhold til disse standardene
er beskrevet i avsnittet Revisors oppgaver og plikter ved revisjonen av arsregnskapet. Vi er uavhengige
av selskapet i samsvar med de relevante etiske kravene i Norge knyttet til revisjon slik det kreves i lov og
forskrift. Vi har ogsa overholdt vare gvrige etiske forpliktelser i samsvar med disse kravene. Etter var
oppfatning er innhentet revisjonsbevis tilstrekkelig og hensiktsmessig som grunnlag for var konklusjon.

@vrig informasjon

Qvrig informasjon omfatter informasjon i selskapets arsrapport bortsett fra arsregnskapet og den
tilherende revisjonsberetningen. Styret og daglig leder (ledelsen) er ansvarlig for den gvrige
informasjonen. Var uttalelse om revisjonen av arsregnskapet dekker ikke den avrige informasjonen, og vi
attesterer ikke den gvrige informasjonen.

| forbindelse med revisjonen av arsregnskapet er det var oppgave 3 lese den gvrige informasjonen med
det formal & vurdere hvorvidt det foreligger vesentlig inkonsistens mellom den gvrige informasjonen og
arsregnskapet eller kunnskap vi har opparbeidet oss under revisjonen, eller hvorvidt den tilsynelatende
inneholder vesentlig feilinformasjon. Dersom vi konkluderer med at den @vrige informasjonen inneholder
vesentlig feilinformasjon, er vi palagt a rapportere det. Vi har ingenting a rapportere i sa henseende.

Ledelsens ansvar for arsregnskapet

Ledelsen er ansvarlig for 4 utarbeide arsregnskapet i samsvar med lov og forskrifter, herunder for at det
gir et rettvisende bilde i samsvar med regnskapslovens regler og god regnskapsskikk i Norge. Ledelsen
er ogsa ansvarlig for slik intern kontroll som den finner ngdvendig for & kunne utarbeide et arsregnskap
som ikke inneholder vesentlig feilinformasjon, verken som falge av misligheter eller feil.

Ved utarbeidelsen av arsregnskapet mé ledelsen ta standpunkt til selskapets evne til fortsatt drift og
cpplyse om forheld av betydning for fortsatt drift. Forutsetningen om fortsatt drift skal legges til grunn for
arsregnskapet med mindre ledelsen enten har til hensikt & avvikle selskapet eller legge ned
virksomheten, eller ikke har noe annet realistisk alternativ.

A member firm of Ernst & Young Global Limited

04.08.2022 kl 12:32

Brgnngysundregistrene

Side 7 av 164



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 910324381

EY

Building a better
working world

Revisors oppgaver og plikter ved revisjonen av arsregnskapet

Vart mal er & oppna betryggende sikkerhet for at arsregnskapet som helhet ikke inneholder vesentlig
feilinformasjon, verken som falge av misligheter aller feil, og & avgi en revisjonsberstning som inneholder
var konklusjon. Betryggende sikkerhet er en hey grad av sikkerhet, men ingen garanti for at en revisjon
utfert i samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder 1SA-ene, alltid vil avdekke
vesentlig feilinformasjon. Feilinformasjon kan skyldes misligheter eller feil og er & anse som vesentlig
dersom den enkeltvis eller samlet med rimelighet kan forventes & pavirke de skonomiske beslutningene
som brukerne foretar pa grunnlag av arsregnskapet.

Som del av en revisjon i samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder ISA-ene,
utaver vi profesjonelt skj@nn og utviser profesjonell skepsis gjennom hele revisjonen. | tillegg:

» identifiserer og anslér vi risikoen for vesentlig fellinformasjon i arsregnskapet, enten det skyldes misligheter eller
feil. Vi utformer og giennomfarer revisjonshandlinger for & handtere slike risikoer, og innhenter revisjonsbevis som
er tilstrekkelig og hensiktsmessig som grunnlag for var konklusjon. Risikoen for at vesentlig feilinformasjon som
folge av misligheter ikke blir avdekket, er hayere enn for feilinformasjon som skyldes feil, siden misligheter kan
inneheere samarbeid, forfalskning, hevisste utelatelser, uriktige fremstillinger eller overstyring av intern kontroll;

» opparbeider vi oss en forstaelse av den interne kontrollen som er relevant for revisjonen, for & utforme
revisjonshandlinger som er hensiktsmessige etter omstendighetene, men ikke for & gi uttrykk for en mening om
effektiviteten av selskapets interne kontroll;

» vurderer vi om de anvendte regnskapsprinsippene er hensiktsmessige og om regnskapsestimatene og tilherende
noteopplysninger utarbeidet av ledelsen er rimelige;

» konkluderer vi pa om ledelsens bruk av fortsatt drift-forutsetningen er hensiktsmessig, og, basert pa innhentede
revisjonsbevis, hvorvidt det foreligger vesentlig usikkerhet knyttet til hendelser eller forhold som kan skape
betydelig tvil om selskapets evne til fortsatt drift. Dersom vi konkluderer med at det foreligger vesentlig usikkerhet,
kreves det at vi i revisjonsberetningen henleder oppmerksomheten pa tilleggsopplysningene i arsregnskapet. Hvis
slike tilleggsopplysninger ikke er tilstrekkelige, ma vi modifisere var konklusjon. Vére konklusjoner er basert pa
revisjonsbevis innhentet frem til datoen for revisjonsberetningen. Etterfzlgende hendelser eller forhold kan
imidlertid medfere at selskapets evne til fortsatt drift ikke lenger er til stede;

» vurderer vi den samlede presentasjonen, strukturen og innholdet i arsregnskapet, inkludert tilleggsopplysningene,
og hvorvidt drsregnskapet gir uttrykk for de underliggende transaksjonene og hendelsene pa en mate som gir et
rettvisende bilde.

Vi kommuniserer med styret blant annet om det planlagte omfanget av revisjonen, tidspunktet for vart
revisjonsarbeid og eventuelle vesentlige funn i var revisjon, herunder vesentlige svakheter i den interne
kontrollen som vi avdekker gjennom vart arbeid.

Uttalelse om svrige lovmessige krav

Konklusjon om arsberetningen

Basert pa var revisjon av arsregnskapet som beskrevet ovenfor, mener vi at opplysningene i
arsberetningen om arsregnskapet og forutsetningen om fortsatt drift er konsistente med arsregnskapet og
i samsvar med lov og forskrifter.

Konklusjon om registrering og dokumentasjon

Basert pa var revisjon av arsregnskapet som beskrevet ovenfor, og kontrollhandlinger vi har funnet
nadvendige i henhold til internasjonal standard for attestasjonsoppdrag (ISAE) 3000
«Attestasjonsoppdrag som ikke er revisjon eller forenklet revisorkontroll av historisk finansiell
informasjon», mener vi at ledelsen har oppfylt sin plikt til & serge for ordentlig og oversiktlig registrering
og dokumentasjon av selskapets regnskapsopplysninger i samsvar med lov og god bokferingsskikk i
Norge.

Uavhengig revisors beretning — Atlas Copco AS

A member firm of Ernst & Young Global Limited
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Oslo, 6. mai 2021
ERNST & YOUNG AS

// { s
A
Andreas Lie
statsautorisert revisor

Uavhengig revisors beretning — Atlas Copco AS

A member firm of Ernst & Young Global Limited
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Arsregnskap

Atlas Copeo AS

2020

Arsregnskap 2020 - Atlas Copco AS
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Atlas Copco AS
Resultatregnskap
NOTE DRIFTSINNTEKTER OG DRIFTSKOSTNADER 2020 2019
29 6,344 005 8,237,633
Sum driftsinntekter 6,344,005 8,237,633
Annen driftskostnad 8,009,577 13,855,089
Sum driftskostnader 8,009,577 13,855,089
Driftsresultat 1,665,571 -5,617,456

FINANSINNTEKTER OG FINANSKOSTNADER

Valutagevinstiap (netto) -11,592 1,347
Renteinntekt fra foretak i samme konsemn 491 390 981,201
Renteutgifter til foretak i samme konsemn 0 -308,666
Inntekisfert aksjebidrag fra datter 30,000,000 15,000,000
Annen rentekostnad -117 517 -30,013
Annen renteinntekt 169,509 295214
Annen finansinntekt 965 948
Annen finanskostnad -11,202 -9,126
Netto finansresultat 30,521,553 15,930,907
Arsresultat far skattekostnad 28,855,982 10,313,450

3  Skattekostnad -6,344,277 -2,276,747
ARSRESULTAT 22,511,705 8,036,704
OVERFBRINGER

4 Avsatt til annen egenkapital -7,488,295 6,963,296

4 Avsatt utbytte 30,000,000 15,000,000
Sum overforinger 22,511,705 8,036,704

Arsregnskap 2020 - Atlas Copco AS
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Atlas Copco AS
Balanse pr 31. desember

NOTE EIENDELER Pal¥il) 219

Immaterielle eiendeler
Utsatt skatt fordel 11%,502 BET.A14

Sum immaterielle eiendeler 116,502 557,514

Varige driftsmidler
10 maskiner og anlegg 2.084 133 0

Sum varige driftsmidler 2084 133 0

Finansielle anleggsmidler

g Investeringer i datterselskap 5,065 668 6,056 658
Sum finansielle anleggsmidler 6,045 648 6,055 658
Sum anleggsmidler §,259,293 6,613,172
Omlapsmidler
Fordringer

Fi Andre fordringer herunder fordr. pa konsernselskap 116,391,837 80,495,130
Andre fordringer B2 178 6,364,187
Sum fordringer 116 464 0146 86,862 327

8 Bankinnskudd, kontanter og lignande 1,911,320 683,730
Sum omlepsmidler 117,265,335 &7, 546,117
SUM EIENDELER 125,624,628 94,159,289

Arsregnskap 2020 - Atlas Copco AS
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Atlas Copco AS
Balanse pr 31. desember

NOTE EGENKAPITAL OG GJELD 2020 2019

Egenka pital
Innskutt egenkapital

4 Aksjekapital 10,000,000 10,000,000
Sum innskutt eqenkapital 10,000,000 10,000,000
Opptjent egenkapital

4 Annen egenkapital 8,005,808 16.4%4 103
Sum opptjent egenkapital 8,005,808 16,434 103
Sum egenkapital 18,005,808 25,494,103
Gjeld
Avsetning for forpliktelser
Utsatt skatt 0 0
Sum avsetninger for forpliktelser 0 0
Kortsiktig gjeld
Leverandergjeld 203,322 645,084

3 DBetalbar skatt 6,506,265 4,713,226

4 Avsatt uthytte 30,000,000 14,000,000
Skyldige offentlige awgifter 148,175 34,402
Annen kortsiktig gjeld 3,06% 425 3,208,268

Fil Gjeld til foretak | samme konsern B8.290 632 44 994 236
Sum kortsiktig gjeld 107,618,820 68,665,186
Sum gjeld 107,618,820 68,665,186
SUM EGENKAPITAL OG GJELD 125,624,628 94,159,289

Arsregnskap 2020 - Atlas Copco AS

04.08.2022 kI 12:32 Brgnngysundregistrene Side 13 av 164



- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 910324381

Atlas Copco AS
Kontantstremoppstilling

2020 2015
KONTANTSTREMMER FRA OPERASJONELLE AKTVITETER:
Arsresultat fer skattekostnad 238658982 10,313,450
Periodens betalte skatt -4 713,226 -9, 360,125
Returnerad skatt fa tidligere ar
Inntektzfert aksjebidrag fra datter -30,000,000 -15,000,000
Mottatt aksjebidrag fra datter 15,000,000 42 000,000
Forskjell kostnadsfert pensjon og innbetaling til pensjonsaordning 0 ¥,953 443
Endring i andre fordringer og leverandargjeld 4 341,086 -163,627
Andre endringeri kortsiktige fordringer og kortsiktig gjeld -34,069 3,033,242
Hetto kontantstrammer fra operasjonelie aktiviteter 13,855,743 30,786,404
Utbetalinger ved kjep av varige driftsmidler -2,084,133 a
Hetto kontantstrem fra investering saktiviteter 2084133 0
KONTANTSTREGMMER FRA FINANSIERINGSAKTIVITETER:
Endring innestdende konsernkontoardning 4.411,880 11,897,306
Utbetalinger av uthytte -15,000,000 -50,000,000
Hetto kontantsiregm fra finansieringsaktiviteter 10,588,120 -38,102,654
Netto endring i bankinnzkudd, kontanter og lignende 1,227,530 633,790
Bzhokining av bankinnskndd, kontanter o lignende pr 31.12. 1,911,320 £a3,7%0

Arsregnskap 2020 - Atlas Copco AS
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Atlas Copco AS

Arsregnskap 2020

Note 1 Reguskapsprinsipper
Regnskapsprinsipper:

Grumnleggende primsipper- vordering og klazsifizering- Andre forhold
Arsregnskapet bestdr av resultatregnskap, balanse, kontantstramoppstilling og
noteovolvsninger og er avlast i samsvar med aksielov. reenskanslov oz god reenskansskikk

Arsregnskapet er basert pd de gnmnleggende prinsipper om historisk kost,
sammenlignbarhet, fortsatt drift, kongruens og forsiktichet. Transaksjoner regnskapsfares
til verdien av vederlaget p3 transaksjonstidspunktet. Inntekter resultatferes ndr de er
opptient og kosinader sammenstilles med opptjente inntekter. R egnskapsprinsippene

Fiendeler/ gjeld som knytter seg til varekretslapet og poster som forfaller til betaling innen
ett ir etter balansedagen, er klassifisert som omlepsmidler/ kortsiktiz gjeld. Vurdering av
omlepsmidler og kortsiktig gjeld slyer til laveste! hoyeste verdi av anskafielseskost og
virkelig verdi. Virkelig verdi er definert som antatt fremtidig salgspris redusert med
forventede salgskostnader. Andre eiendeler er klassifisert som anleggsmidler. Vurdering av
anleggsmidler skyer til anskaffelseskost. Anleggsmidler som forringes avskrives. Trersom
det finner sted en verdiendring som ikke er forbigiende, foretas en nedskrivning av
anleggsmidlet. Tilsvarende prinsipper legges normalt til grunn for gjekdsposter.

Det er i henhold til god regnskapsskikk noen unntak fra de generelle vurderingsreglene.
Disse unntakene er kommentert 1 de respekiive noter. Ved anvendelse av

regnskapsprinsipper og presentasjon av transaksjoner og andre forhokd, legges det vekt pa
gkonomiske realiteter, ikke bare juridisk form. Betingede tap som er sannsynlige og

Regnskapsprinsipper for vesentlige regnskapsposter

Inmtekt=ferings tidspunkt

Tnntekt resultatfores ndr den er opptjent. Inntektsforing skyer falgelig pa
leveringstidspunktet ved salg av varer og tjenester. Drifisinntektene er fratrukket
merverdiavgift, rabatter, bonuser og fakturerte fraktkostnader.

Kostnadsfaringstidspunkt / sammenstilling
Utgiftene sammenstilles med og kostnadsfares samitidig med de inntekter wtgifiene kan
henferes til. Utgifter som ikke kan henferes direkte til inntekter, kostnadsferes nar de

pilaper.

Andre driftzsinntekter (-kostmader)
Vesentlige mntekter og kostnader som ikke har sammenheng med den ordineere
virksomheten, klassifiseres som andre driftsinntekter og -kostnader.

Arsregnskap 2020 - Atlas Copco AS
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Fordringer
Fordringer er opplort til pilydende med fradrag for forventet tap.

Aksjer og andeler i tilkmyttet selskap og datterselskap

Investeringer i datterselskaper vurderes etter kostmetoden. Investeringene blir nedskreset
til virkelig verdi dersom verdifallet ikke er forbigiende og det ma anses nadvendig etter god
regnskapsskikk. Mottatt utbyite og konsernbidrag fra datterselskapene er imntektsfort som
annen finansinntekt. Tilsvarende gielder for investeringer i tilknyttede selskaper.

Finamsielle instrumenter og varederivater

Finansielle instrumenter, herunder aksjer og obligasjoner, som

- er klassifisert som omlapsmidler,

- inngdr i en handelsportefelie med henblikk p3 videresalg, omsettes pa bers, autorisert
tnarkedsplass eller tilsvarende resulert marked i uflandet o

- har god eierspredning og lilkviditet, er vurdert til virkelig verdi pd balansedagen. Andre
investeringer er vurdert til laveste av gienmomsmnittlig anskaffelseskost og virkelig verdi pa
balansedagen.

Ut=att skatt og skattekosinad

Utsatt skatt beregnes pd bakgrnunn av de midlertidige forskjeller mellom regnskapsmessige
og skattemessige verdier ved utgangen av regnskapsiret. Ved beregning benyttes nominell
skattesats. Positive og negative forskjeller vurderes mot hverandre innenfor samme
tidsintervall. Visse poster vurderes likevel serskilt, henmkl er merverdier ved oppkiop og
pensjonsforpliktelser. Utsatt skattefordel oppstir dersom en har midlertidige forskjeller som
gir opphav til skattemessige fradrag i fremtiden. Arets skattekostnad bestdr av endringer i
utsatt skatt og utsatt skattefordel sammen med betalbar skatt for inmtektsiret korrigert for
feil i tidligere &rs beregninger.

Kontantstremoppstilling

Kontantstremoppstillingen er utarbeidet etter den indirekte metoden. Bankinnskudd,
kontanter og lignende omfatter kontanter, bankinnskudd og andre kortsiktige likvide
plassermger som umiddelbart og med uvesentlg kursrisiko kan konverteres til ljente
kontantbelsp og med forfallsdato kortere enn tre maneder fra anskaffelsesdato.

Konsernregnskap

Det utarbeides ikke konsernregnskap for Atlas Copco AS ettersom selskapet indirekte er
heleid av det svenske selskapet. Atlas Copco AB som umtarbeider konsernregnskap hsvor
Atlas Copco med datterselskaper inngir. Konsernregnskap for Atlas Copco kan fis ved
henvendelse til Atlas Copco AS, Svarthagsveien 8, 1543 Vestby.

Arsregnskap 2020 - Atlas Copco AS
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Atlas Copco AS

Noter til regnskapet 2020

Note 2 Virksomhetsomrider

Firmaet er morselskap i Atlas Copco-gruppen i Norge og har sin virksomhet knyttet til eiendom, finans og eierrelaterte saker

vedrorende gruppens virksomhet i Norge.

Daglig leder er ansatt i et anmet konsernselskap i utlandet, og er lennet der.

Revisor 2020 2019
Lovpilagt revisjon 40,156 85,446
Skatteridgivning 34,000 35,000
74,156° 120,446

Note 3 Skatt

Arets skattekosinad fremkommer slik: 2020 2019
Betalbar skatt pé drets resultat 5,906,265 4,713,226
Tidligere ars skatter 0

Endring i utsatt skatt 438,012 -2,436,479
Virkning av endring i skattesats - -
Skattekostnad 6,344,278 2,276,747
Betalbar skatt kostnad pa arets resultat fremkommer slik:

Resultat fgr skattekostnad 28,855,982 10,313,450
Permanente forskjeller -18,358 35,398
Endring midlertidige forskjeller fert over resultat -1,930.964 11,074,905
Grunnlag betalbar skatt 26,846,660 21,423,753
Betalbar skatt pa arets resultat (22 %) 5,906,265 4,713,226
Spesifikasjon av grunnlag for utsatt skatt/utsatt skatiefordel: 312200 31.12.2019
Forskjeller som utlignes:

Gevinst og tapskonto 372,677 465,346
Driftsmidler 2,084,133

Avsetning -3,000,000 -3,000,000
Pensjonsmidler - -
Sum -543,18% -2,534,154
Utsatt skatt / - utsatt skattefordel, 22% i 2020, 22 % i 2019 119,502 -557,514
Endring utsatt skatt fert over resultat 438,012 2,436,479

Endring utsatt skatt fart rett mot egenkapital

Utsatt skattefordel er oppfart med utgangspunkt i fremtidig inntekt.

Arsregnskap 2020 - Atlas Copco AS
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Note 4 Egenkapital og aksjonarer
Annen egenkapital
Tilbakeholdt Aktuarmessig Sum
Aksjekapital resul tap egenkapital
Egenkapital 31.12.2019 10,000,000 15,494,103 25,494,103
Arets resultat 22 611,705 22 K11,705
Avsatt utbytte -30.000.000 -30.000,000
Egenkapital 31.12.2020 10,000,000 8,005,808 0 18,005,808
Aksjekapitalen i Atlas Copeo AS pr. 31.12.2020 bestar av:
NOK (hele kroner)
Antall Pilydende Bal fort
A-aksjer 2,500 4,000 10,000,000
B-aksjer 0
Sum 2,500 4,000 10,000,000
Eierstruktur:
De storste aksjonzrene i Atlas Copco AS pr. 31.12.2020 var:
A-aksjer Sum Eierandel Stemmeandel
Atlas Copco AB 2,500 2,500 100.0 % 100%
Note 5§
Eierandel og Balansefort
Finansielle anleggsmidler: stemmeandel  Forremn kir Arsresultat EK 31.12.20 verdi
Atlas Copco Komgpressorteknikk AS "100 % Langhus 14,561,783 31,190,361 5,000,000
Atlas Copco Tools AS "100 % Langhus 834,586 5875181 901.509
Berema AS "100 % Langhus 4,513,012 32,126,771 154,150
Sum 6,055,659

Morselskapet Atlas Copco AS har forretingskontor pd Vestby.

Det utarbeides ikke kensernregnskap for Atlas Copco AS ettersom selskapet indirekte er heleid av det svenske
selskapet Atlas Copco AB som utarbeider konsernregnskap hvor Atlas Copceo med datterselskaper inngir.
Konsernregnskap for Atlas Copco AB kan fis ved henvendelse til Atlas Copco AS, Svarthagsveien 8, 1543 Vestby

Note 6 Pantstillelser og garantiansvar

Garantiforpliktelser som ikke er regnskapsfort
Bankgaram for skattetrekksmidler 400 400

Arsregnskap 2020 - Atlas Copco AS
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Note 7 Mellomvarende med selskap i samme konsern m.v.

Gjeld til foretak i samme konsern

2020 2019
konsemkontoordning 68,250,395 44974077
Amnen konsernfordran/gjeld 40237 20.150
Utbytte
Sum 68,290,632 44,994,227
Kassekreditt er ikke benyttet i 2020.

Fordringer pa konsernselskap

2020 2019
83,791,122 64,946,834
1,600,715 551,296
30,000,000 15,000,000
115,391,837 80,498,130

All overskuddshkviditet plasseres i pengemarkedet via konsernkontosystemet og i henhold til konsernets cash management policy.

Note 8 Kontanter med mer.

Bundne midler relatert til skattetrekk er inkludert i konsernkontoen, og garanti er stilt overfor bank.

Note 9 Narstiende Parter

Selskapet er en del av Atlas Copco konsernet. Alle transaksjoner med selskaper i konsemet skjer pa vanlige forremingsmessige

vilkér
Resultatmessige transaksjoner med nzrstiende parter:
Forhold til

Transaksjon/transaksjon Motpart motparten 2020 2019
Viderefakturering av fellesk Berema AS Datterselskap 1,882,653 2.347.565
Viderefakturering av fellesk AC Kompressortelmikk AS Datterselskap 3,850,253 3,804,342
Viderefakturering av fellesk AC Tools AS Datterselskap 485918 446,707
Viderefakturering av fellesk Atlas Copco Compressor AB I konsernet 1,750,841 2240,119

Sum

7,969,665 v 8,838,734

Note 10 nya lokaler

1 mars 2021 flytter Atlas Copco AS sin virksomhet til Svarthagsveien 8 i Vestby kommumne. 1 forbindelse med dette er det

gjort investeringer for 3 tilpasse de fremtidige lokalene 1l virksomhetens behov.

Hendelser etter balansedagen.

Atlas Copco AS felger utviklingen av Covid-19 viruset nove og evaluerer kontinuerlig hvordan dette vl pavirke bedriftens virksomhet
bade pa kort og lang sikt. Da situasjonen er hayst usikker og med mulighet for innforing av ytterligere restriksjoner fra myndigheter
og kumder, er det serdeles vanskelig 3 forutsi den fulle ekonomiske mnmvirkningen dette vil ha pa Atlas Copco AS.

Arsregnskap 2020 - Atlas Copco AS
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Atlas Copco is the home of industrial ideas. Our innovative products, solutions,
and services are demanded by every type of industry. They enable everything
from industrial automation to reliable medical air solutions.

This annual report reflects Atlas Copco’s mission of creating sustainable, profitable

growth. It integrates financial, sustainabilit

y, and governance information to

describe the Group in a comprehensive and cohesive manner.

CONTENTS
Surnmary of 2020

Presidentand CEO

THIS IS THE ATLAS COPCO GROUP

This section contains Atlas Copco's vision, mission,
strategy, goals, structure and governance, how we do
business and create value for all stakeholders.

Our goals

THE YEAR IN REVIEW

Administration report
This section describes Atlas Copco's annual
performance and achievements.

Compressor Technique

Vacuum Technique

Industrial Technique

Power Technique

Delivering lasting value in a sustainable way

Products and service

People

o(Cc|O0|O|C|O|0O|C

Safety and well-being

Ethics

Q0|0 |C|O|0O|0C|0O|0O|0O

Environment

Risks, risk management and opportunities

The Atlas Copco share

Corporate governance

Financial statements {Group}

Notes (Group)

Financial statements {Parent)

Notes (Parent)

Signatures of the Board of Directors

Audit report

Financial definitions

Sustainability notes (Group)

GRIindex

Auditor's Limited Assurance Reporton
Atlas Copco AB's sustainability report

Three years insummary

Contacts

O The audited annual accounts and consolidated accounts can be found
onpages 13-38, 44-48 and 61-122, exduding the quarterly data on
page 79. The corporate governance report examined by the auditors
can be found on pages 51-60

O sustainability information that has been reviewed by the auditors can
be found on pages 5-12,23, 26,29,32, 34-43 and 127-138
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Industrial ideas drive
development

Atlas Copco has been turning
great ideas into business-critical
benefitssince 1873.Bylistening to
our customers and knowing their
needs, we deliver value and
innovate with the future in mind.

Cover image:

Electric tightening toolfrom Atlas
Copco used atarobotautomated
station in the electronics industry.

Atlss Copeo
Annual report
2020

GRI Standards and external review

Atlas Copco reportson its sustainabilitywork for 2020 according to

GRI Standards, Global Reporting Initiative's reporting guidelines, level
Core, which also constitutes Atlas Copco's statutorysustainability report.
Ernst & Young hasexpressed an opinion that a statutory sustainability
reporthas been prepared according 1o the Swedish Annual Accounts Act,
and has performed alimited review of the sustainability report according
to GRI Standards, core option, see page 139. More informationcan be
found at: www.atlascopcogroup.com.

Notice

The amounts are presented in MSEK unless otherwise indicated

and numbers in parentheses represent comparative figures for the
preceding year. The figures presented in this report refer to continuing
operations unless otherwise stated.

Forward-looking statements

Some statements in this report are forward looking, and the actual out-
comes could be materially different. In addition to the factors explicit-

ly discussed, others could have a material effect on the actual outcomes.
Such factors include, but are not limited to, general business conditions,
fluctuations inexchange rates and interest rates, political developments,
the impact and pricing of com peting products, product development,
commercialization and technological difficulties, supply-chain interrup-
tions, and major customer credit losses.

Atlas Copco AB isapublic company. Atlas Copco AB and its subsidiaries
are sometimes referred to asthe Atlas Copco Group, the Group, or

Atlas Copco. Atlas Copco ABisalsosometimes referred to as Atlas Copco.
Anymentioning of the Board of Directors orthe Board refersto the
Board of Directors of Atlas Copco AB.
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THIS ISTHE ATLAS COPCO GROUP

Atlas Copco 2020

— a year of challenges and reduced demand, but
also with emerging opportunities

Revenues: MSEK 99 787 (—4%) ‘ Operating margin: 19.2%

Return on capital employed: 23%

Orders received and revenues, MSEK

120000
100000
80000

Bl Orders
60000 - received
40000 _ Revenues
20000 -

2017* 2018 2019 2020

Return on capital employed and operating margin, %

Revenues by region

Asia/Oceania,37% North
Africa/

Middle East, 5%

South
Europe, 30% |

America, 4%

Share of revenues

Service, 36% Equipment, 64%

35
30
25
20 Il Returnon .
5 capital Orders received by customer category
employed
10 Operating Other, 13% General manu-
5 margin facturing, 20%
Service, 7%
2017* 2018 2019 2020 Construction, 1% —Hectronics, 19%
* Figures for 2017 are restated for IFRS 15 and refer to continuing Processindustry, 20% ‘ | Automotive, 10%
operations after the distribution of Epirocin 2018.
Key financial data, MSEK 2020 2019 2018 2017*%
Crdersreceived 100554 106 104 97132 90132
Revenues 99787 103756 95363 85653
EBITDA 24335 26597 24510 22383
—in % of revenues 24.4 256 25.7 26.1
Operating profit 19146 21897 21187 18748
—in % of revenues 19.2 211 22.2 21.9
Adjusted operating profit 19998 22677 21135 18824
—in % of revenues 20.0 219 22.2 22.0
Profitbefore tax 18825 21572 20844 17 591
—in % cfrevenues 189 20.8 21.9 205
Profitfortheyear 14783 16543 16336 16674
Basicearnings pershare, SEK 12.16 13.60 13.45 13.72
Diluted earnings per share, SEK 12.14 13.59 13.43 13.61

* Figures for 2017 are restated for IFRS 15 and refer to continuing operations after the distribution of Epirocin 2018.

Atlas Copco 2020
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THIS ISTHE ATLAS COPCQO GRGUP

A decentralized group with four

business areas

The Atlas Copco Group is a world-leading provider of sustainable productivity sclutions, demanded by all
types of industries, enabling everything from industrial automation to reliable medical air soluticns. The
Group offers innovative compressors, air treatment systems, vacuum solutions, industrial power tools and
assembly systems, machine vision, and power and flow solutions. Atlas Copco develops products and services
focused on productivity, energy efficiency, safety and ergonomics, supported by insights from connected
products. The company was founded in 1873, is based in Nacka, Sweden, and has a global reach spanning
more than 180 countries. In 2020, Atlas Copco had about 40 000 employees at year end.

Compressor Technique 2020

Orders received: MSEK 47 401
Revenues: MSEK 47 329
Operatingmargin: 22.5%

The Compressor Technique business area provides
compressed air solutions; industrial compressors,
gasand process compressors and expanders, airand
gas treatment equipment, airmanagement systems,
and service threugh a global network.

Share of revenues:

Equipment, 57% Service,43%

Revenues by region

Asia/Oceania, 31% North

America, 22%

Al /
M e East, 7%
| South

Europe, 35% America, 5%

Orders received by customer category

General manu-
facturing, 26%

Other, 19%
Service, 11%

1 Electronics, 3%

Construction, 12%

Process industry, 27% ‘ Automotive,2%

Read more onpage 22

Vacuum Technique 2020

Orders received: MSEK 25583
Revenues: MSEK 24685
Operatingmargin: 22.4%

The Vacuum Technique business area provides vacuum
products, exhaust management systems, valves and

related products, and service through a global network.

Share of revenues:

Equipment, 73% Service, 27%

Revenues by region

Asia/Oceania, 63% North

America, 21%

‘——| Eurcpe, 14%

Africa/
Middle East, 2%

Orders received by customer category

General manu-
facturing, 11%

Other, 3%

Process

industry, 19% Electronics, 67%

Read moreonpage 25

Industrial Technique 2020

Orders received: MSEK 16254
Revenues: MSEK 16 176
Operatingmargin: 15.0%

The Industrial Technique business area provides
industrial powertools, assembly and machine vision
solutions, quality assurance products, software,
and service threugh a global network.

Share of revenues:

Equipment, 72% Service, 28%

Revenues by region

Asia/Oceania, 27% North America,

31%
Africa/
Middle East, 2%

| ‘ South

Europe, 38% America, 2%

Orders received by customer category

General manu-
facturing, 19%

Electronics, 3%

Automotive, 54%

Other, 10%

Service, 5%
Construction, 5%

Process industry, 4% |

Read more on page 28

Power Technique 2020

Orders received: MSEK 11 810

Revenues: MSEK 12 106

Operating margin: 13.2%
The Power Technique business area provides air, power
and flew solutions through products such as mobile
compressors, pumps, light towers and generators,
along with anumber of complementary products.
Italso offers specialtyrental and provides services
through a global network.
Share of revenues:

Equipment, 59%
Service, 11%

Revenues by region

Asia/Oceania, 22% North
America,26%

South
| America, 6%

Africa

/
Middle East, 10%

Europe, 36%

Service (specialty rental), 30%

Orders received by customer category

Other, 20% General manu-
facturing, 20%
Service, 8%

Electronics, 1%

Process
Construction, 35% industry, 16%

Readmore onpage 31

2 Atlas Copco 2020
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PRESIDENT AND CEO

Overcoming challenges and building

for the future

In last year’s annual report | wrote that we will continuously monitor our strategies and targets, and reassess
them when necessary to continue to deliver the best customer value in the most sustainable way. Little did | know
that 2020 would be a year that would transform the way we live, work and do business, and that our organization
would be challenged in completely new ways. Our set-up and agile teams have made it possible to cope with the
challenges and our efforts and focus made it possible to deliver solid performance despite the market conditions.

Qurfirst and foremost priority has been safety. Despite lockdowns
and other restrictions due to the Covid-19 pandemic, we were able
toensure that our most critical production flows and services could
stay up and running. We have cooperated closely with local unions

to make sure that we comply with regional regulations by adjusting
manufacturing and office spaces to ensure social distancing. lamvery
proud of how we have come togetherduring these unprecedented
times to support ourcustomers, and how hard we have worked to
keep operations up and running, while at the same time safequard-
ingourpeople.

Maintaining our strategic priorities

The core of the way we do things and our strategy have not changed.
The importance of understanding our customers, their challenges,
products and applications is just as critical now asone yearago.

We often state that the one closestto the problem is the one clos-
est to the solution. During this crisis we have seen thevalue of strong
local leadership, local decision-making and the importance of know-
ing your market.lam also proud of the many initiatives to support
local communities that have been initiated during the pandemic.

During the year demand deteriorated due to the effects of the pan-
demic. We have adjusted capacity and costs where needed and inten-
sified initiatives to secure our long-term competitiveness through
acquisitions, R&D investments, competence development and dig-
italization. Despite the downturnwe were able to present astrong
financial result. Ourservice business supported ourresilience, and
during the year, service accounted for 36% of total revenues. With
digital tools we have been able to continue to support our customers
when we haven’t been ableto visitthem in person.

Forsome of usthe distinction between home and work have
becomeblurred. Interaction now often takes place from home in
front of screens and we have shifted production insome of oursites
toequipmentthatiscritical infighting the pandemic such as ventila-
tors and masks.

Many are asking when we will return to normal. The devastating
effects of the pandemic have made us challenge many old truths. It
hasalso madeit clear how fast changescanbe implemented when
needed. Some of the newways of working that we have implemented
can beleveraged going forward to increase our efficiency and coop-
eration.

Investing for the future
We know thatwe need to continue to investin innovation and effective
manufacturing to come out stronger. This year we have maintained our
R&D spending, despite the deteriorating business climate. This will
add long-term value to our customers, owners and to society at large.
Energy-efficiency, lowered emissions and industrial automation are
becoming increasingly important and we aim to drive our customers’
development through our solutions for sustainable productivity.
During 2020 we made great progress in achieving our goalfor
reducing emissions of CO, from energy in operations and transport

ofgoodsin relation to cost of sales. Compared with 2019, we man-
aged to achieve a reduction of 12% and compared with the base
year 2018, the reduction is 28%.Ourgoal is to reduce the emissions
by 50% by 2030 and the results show how the organization has
responded to the need of reducing theclimate impact and increase
resource efficiency inthe Group’s own operations. We know that for
us the impact from our own operations and transportsis relatively
low in comparison with the value chain as a whole. We will continue
to offerthe most energy-efficient solutions and the next step will
beto support our customers in finding alternatives to increase their
share of renewable energy.

Qurstrong financial position also made it possible to continueto
grow through acquisitions. During 2020 we completed 12 acquisi-
tions. Two of the companies, ISRAVISION and Perceptron, form the
new Machine Vision Solutions divisionwithin the Industrial Tech-
nigue business area. Flexible automation and in-line quality control
onthe production line are two strong trends where we want to sup-
portourcustomers in theirtransition towards smart manufacturing.
Aside-effect of increased local manufacturing dueto the pandemic
could be that automation accelerates even further when production
in higher-cost countries increases. We see this as a platform for fur-
ther growth for Atlas Copcowithin this interesting segment.

We have alsofocused on maintaining and developing ourdigital
presence and seen that our previous investments in connectivity and
digitalization have beenveryvaluable. To ensure ourlong-term com-
petitiveness, we need to give our stakeholders easy accessthrough
digital channels and the opportunity tointeract with us remotely. lam
very positive about how well almost all types of meetings have worked
using digital channels. Through avirtual product launch we can reach
hundreds of employees, customers and distributors and give every-
onethesame information at the sametime.

Atlas Copco 2020 3
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PRESIDENT AND CEQ

I believe that physical meetings bring a different energy than virtual
ones. They help us get to know each other,enforce our culture and
drive development together. In the futurel see us combining the
best of theseworldsto ensure that we are available to our customers
when they need us, in the channelor atthe place where we can best
support them.

The balance act between glebal and local

We believein free trade. It benefits oursocieties and drives growth.
As aglobal company we see the positive effects broughtby mobility
of ideas, services and goods across countries and continents every
day. But with closed borders and disruptions in logistics we have
learned howvulnerable globalsupply chains are and the importance
of having production close to the customers. We have also seen how
the transition from globalization to localization, that started with
increased protectionism, accelerated during theyear.

Alarge share of our components aresourced externally and we
need to stay First in Mind—Firstin Choice with our suppliers aswell
aswith our customers. Our previous efforts to secure multiple
sources for critical components have made these challenges easier
toovercome.

We have a geographically diverse base of customers and opera-
tions and fora long time we have had the ambition to stay close to
our customers. This helps us meet our goal of reducing emissions
fromtransport of goods. Butit is also an advantage since different
markets have different needsand regulations. One size simply doesn’t
fitalland, in a time when consumer products are being increasingly
customized and tailored to personal preferences, we have no reason
to believe thatindustrial customers do not expectthe same.

4 Atlas Copco 2020

n

Ourindustrial ideas
contribute to the

next generation of
electrical transport,
lead to advances in
computer engineering
and groundbreaking
scientificand

medical research.

Focus on the custemer and the results will follow

Qurability to maintain our performance, even in times of turmoil, is
often highlighted as something that makes us stand out. And some-
times | am asked how we manage to achieve this. | could explain all
about the specific features of our products; the ergonomicwrenches,
theelectriccompressors used at construction sites, our low-pressure
vacuum pumps used inthefood industry, the integrally geared cen-
trifugal compressors and expandersthat do not reguire annual shut-
down formaintenance or replacement of wearing parts, or even the
vacuum pumps thatwere used in the laboratory of this year's Nobel
Prize winnerin physics. Butinstead lwould like to highlight our ability
to enable our customers all over the world to improve the guality of
everyday life. Ourindustrial ideas contribute to the next generation of
electricaltransport, lead to advances in computerengineering and
groundbreaking scientific and medical research.

Building for the future
We take great pride in ourfinancial results. They are the result of our
employees’ constant focus on our customers.

Ihave always been very proud to represent Atlas Copco, but never
as much as this past year. lwantto thank all my colleagues for their
efforts and engagement.

In the coming years, we will continue to improve both ourown,
and our customers’, technologies and processes. And we willdo it
in awaythat not only enables our customers to drive development
forward, butto doso in asustainable way. Because we learn from
the past, butwe build forthe future.

Mats RahmstrGm, President and CEO
Nacka, Sweden, January 2021
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THIS IS THE ATLAS COPCG GROUP

Our industrial ideas empower our customers
to grow and drive society forward.
This is how we create a better tomorrow.

This is Atlas Copco
— Home of Industrial
Ideas

Qur vision is to become and remain First in Mind—First in Choice of our customers and
other stakeholders. Qur mission is to achieve sustainable, profitable growth. By that,
we are creating lasting value, while safeguarding people, profit, and the planet.

STRATEGY AND FUNDAMENTALS FOR GROWTH

DIVERSIFIED AGILE RESILIENT
- Diverse customer base — Qutsourced production model, 75% of production —36% of sales is service
— Sales in Asia, Americas, cost of equipment is purchased components business

and EMEA — Flexible workforce - Asset-light operations
- Productionin Europe, - Continuous scenario planning

Asia and America — Leadership model with clear accountability

- Transparent organization with strong follow up

To succeed in our mission, Atlas Copco strives for a leading position in selected markets
and segments. This is achieved through innovations and by delivering leading differentiated
technology. With products and services critical to the customers’ operations,

Atlas Copco strives to support customers in their success. To support profitable growth
over business cycles, the Group aims to have an agile balance sheet and
focuses on marketplaces with high service potential.

PEOPLE INNOVATION PRESENCE OPERATIONAL SERVICE

Attract and develop Invest in research and Increase market EXCELLENCE Increase the service
gualified and development, work presence and Continuously strive offer, perform service
passionate people, closely with custom- penetration, forimproved opera- on a larger share of
and provide fair ers and continuously and expand the tional performance the products we sell,
opportunitiesto launch products and productand ser- with efficient and leverage digital
grow and develop services that increase vice offering in responsible use of opportunities, and
with a strong focus customers’ productivity selected market resources — human, thus generate more
on performance. and uptime. segments. natural and capital. value for customers.

/

Atlas Copco 2020
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THIS ISTHE ATLAS COPCQO GRGUP

Ourgoals

Atlas Copco sets ambitious goals to deliver sustainable, profitable growth. The goals have different time
horizons: annual, three-year, over a business cycle, and by 2030 for the longer-term ambitions. Sustainability
plays an important role in Atlas Copco’s vision and is an integral part of the Group’s mission. An integrated
sustainable strategy, backed by ambitious goals, helps the company deliver greater value to all stakeholders
in a way that is economically, environmentally and socially responsible.

FINANCIAL

Revenue growth measured over a business cycle Goal: 8% per annum

Sustained high return on capital employed by constantly striving for operational excellence and generating growth

Earnings as dividends to shareholders Goal: about 50%
Annual revenue growth rate, average ? Capitalemployedand return® Dividend i pershare, ge?
induding discontinued operations
w 100000 EEK o 60 %
8 Goal 20000 a0 s - — mm  God
6 60000 3 40
Capital employed, 30
4 40000 20 MSEK
20
2 20000 10 Returmoncapital 10
employed, %
0 0 0 0
10years  Syears  3years 2017 2018 2013 2020 10years  Syears  3years
" Figuresfor theyears between 2011 and 2017 are bestestimated numbers, asthe effects ofthe distribution of Epiroc and 2 Dividend forthe fiscal year 2020 isbased on
restatements for IFRS 15 are not fully reconciled the proposal from theBoard of Directors.
PEOQPLE, KPI 2020 2019 2018 Goal*
The degree to which Atlas Copcoemployees agree thereis opportunity to learn and grow Survey every Survey every
should be above the global benchmark and centinuously increase two years 71 two years =70
The degree to which Atlas Copco employees agree we have awork culture of respect, fairness survey every Survey every
and openness shouldbe above the global benchmark and continuouslyincrease two years 74 TWo years >74
Share of female employees (year end). Goal by 2030. 20.0% 19.8% 19.1% 30%
ETHICS,KPI 2020 2019 2018 Goal*
Employees sign the Business Code of Practice 99% 98%  Firstdisdosed 2019 100%
Employees are trained in the Business Code of Practice 99% 94%  Firstdisdosed 2019 100%
Managers in risk countrieslead trainings in the Business Code of Practice 99% 91% Firstdisdosed 2019 100%
Significant suppliers sign the Business Code of Practice 93% 90% 86% 100%
Significant distributors sign the Business Code of Practice 84% 59%  Firstdisclosed 2019 100%
PRODUCTS & SERVICE, KPI 2020 2019 2018 Goal*
Reported  Reported Reported
Projects fornew orredesigned products with goals for reduced environmental impact by 2021 in2021 in2021 in2021 100%
Projects for new orredesigned preducts that will achieve a significantly reduced environmental
impact,i.e. 5% orlower carbon footprint overthe product’s life cycle Divisions set theirown gcals
SAFETY & WELL-BEING, KPI 2020 2019 2018 Goal*
The degree to which Atlas Copco employees agree that the company takes a genuine survey every Survey every
interestin employees’well-being should continuously increase two years 69 TWo years Increase
Balanced safety pyramid, meaning thatmore near misses than minorinjuries, and more
minocrinjuries than recordable injuries are reported Yes Yes  Firstdisclosed 2019 Yes
ENVIRONMENT, KPI 2020 2019 2018 Goal*
C0, emissions from energy inoperations and transport (tonnes) inrelation to cost of sales.
Goal by 2030. Base year: 2018. 3.8 43 5.3 —50%
Waste (kg) in relation to cost of sales 581 597 667 Decrease
Water consumption (m?) in relation to cost of sales 72 7.2 8.7 Decrease
Significant direct suppliers with an appreved environmental management system 30% 28%  Firstdisclosed 2019 Increase

* For mere information about the sustainability focus areas, goals and processes, see pages 34-43 and the sustainabilitynotes on pages 127-138.

6 Atlas Copco 2020
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This is how we do business

THIS ISTHE ATLAS COPCO GROUP

Atlas Copco is characterized by focused businesses in a decentralized organization, global presence, a stable
service business, professional people, and an asset-light and flexible manufacturing setup. By providing

professional service, technical competence, application knowledge and digital capabilities the Group builds
close customer relationships through direct and indirect channels.

Share of revenues by businessarea

Power Technique, 12%

Industrial

Compressor
Technique, 16% o

Technique, 47%

Vacuum
Technique, 25%

Orders received by customer category

Other, 13%

General manufacturing,
Service, 7% 20%
Construction,

1% Electronics, 19%

Process industry, 20% Autemotive, 10%

shareofrevenues

Service, 36% Equipment, 64%

Sales and service
Customerfocus is a guiding principle for
Atlas Copco. The ambition is to build close
relationships with customers and help them
increase their productivity in a sustainable
way. Customer engagement, salesand ser-
vice take place through direct and indirect
channels {mainly distributors}, online aswell
asoffline, to maximize market presence. Digi-
tal interaction becomesincreasingly import-
ant and creates opportunities. Atlas Copco
aims at always being available to customers
when they need us, whereverwe can best
support them. The Group hasa global reach
with salesin more than 180 countries.

Sales of equipmentis performed by engi-

neerswith strong application knowledge
and the ambition to offer the best solution
forthe customer’s specific application. Ser-
vice and maintenance performed by skilled
techniciansisan integral part ofthe Group’s
offer. Service is the responsibility of dedicated
divisionsin each business area. Thisincludes
the development of service products, sales
and marketing, technical support, and service
delivery and follow-up, all supported by data
analysis from connected equipment.

Stable service business
36% of revenues are generated from service

{spare parts, maintenance, repairs, consum-
ables, accessories, and specialty rental).

These revenues are more stable than equip-
mentsalesand provide a strong base for the
business.

Increase customer loyalty
Customers who have sales or service interac-
tions with Atlas Copco receive surveyswhere
they are asked fortheir experience and opin-
ion abouttheinteraction. Customersare
oftenengaged in feedback discussionsin
orderto improve products and services.
Anumber of key performance indicators
have been established, such as the avail-
ability of spare parts, which are continuously
followed up to ensure that customer satis-
faction improves.

Atlas Copco 2020
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THIS ISTHE ATLAS COPCQO GRGUP

Global reach

Atlas Copco has a global reach with

sales in more than 180 countries. Sales
and service is performed by employees
with strong application and process
knowledge.

Manufacturing and logistics

The philosophy is to manufacture inhouse
those components that are critical to the per-
formance of the equipment. For other com-
ponents, Atlas Copco leverages the capacity
and the competence of business partners
and cooperates with them to continuously
achieve product and processimprovements.
Approximately 75% of the production cost
of equipment represents purchased compo-
nentsand about 25% are internally manu-
factured core components, assembly costs
and overhead.

Equipment represents about 64% of
revenues and Atlas Copco has organized its
manufacturing and logisticsto be able to
quickly adaptto changes in demand. The
manufacturing of equipmentis primarily
based on customer ordersand only some
standard, high-volume equipment is manu-
factured based on projected demand.

The assembly of equipment s, to a large
degree, carried out in own facilities, and we
take responsibility for the products’ function-
ality and quality. The assembly istypically
lean and flow-oriented and the final product
is normally shipped directly to theend user.
The organization works continuously to use
human, natural and capital resources more
efficiently, while ensuring highest quality.

Innovation

Atlas Copco believes that there is always a
better way of doing things. Innovation and
product development are of greatest impor-

Agility

Atlas Copco has organized its
manufacturing and logistics

to be able to quickly adapt to
changes in equipment demand.

tanceand products are designed internally.
Akey activity isto design new or improved
productsthat provide sustainable and
tangible benefitsin terms of productivity,
energy efficiency and/or lower life-cycle cost
forthe customer, and atthe same time can
be efficiently produced. Atlas Copco protects
technical innovations with patents.
Innovation also includes better processes
to improve flow and utilization of assets and
information. Innovation willimprove cus-
tomersatisfaction and contribute to strength-
ening customer relations, the brand, as well as
financial performance. Overcapacitiesand
inefficiencies must always be challenged.

Investments in fixed assetsand

working capital

The need for investmentsin property, plant
and equipmentare moderate due tothe
manufacturing philosophy and can be
adapted to shortand medium-term changes
indemand. Most investments are related to
machining equipmentfor core manufactur-
ing activities and to production facilities, pri-
marily for core component manufacturing
and assembly operations.

The Group’s working capital reciuirements
are affected by the relatively high share of
sales through own customer centers, which
affectsthe amount of inventory and receiv-
ables. Inan improving business climate with
highervolumes, more working capital will be
tied up. If the business climate deteriorates,
working capital will be released.

AGILE AND RESILIENT OPERATIONAL SETUP

Volume/
Profit

DETERIORATING BUSINESS CLIMATE IMPROVING BUSINESS CLIMATE
Atlas Copco can: Atlas Copco can:
—reduce variable costs - add needed resources
—reduce working capital —addworking capital

—add small incremental investments
-------------------- RESILIENCE - - - == ==-===----~—~-~--~--

Time
8 Atlas Copco 2020

About 75% of the production

cost of equipment represents
purchased components.

Acquisitions

Acquisitions are primarily made in, orvery close
to, existing core businesses. All divisions are
required to map and evaluate businessesthat
are adjacent and that may offer tangible syner-
giesto existing businesses. Allacquired busi-
nesses are expected to contribute positively
to economic value added.

Leadership and human capital

In Atlas Copco, leadership is defined asthe
ability to create lasting results. Atlas Copco
believesthat competentand committed
leadersare crucial to achieve sustainable
profitable growth. Allmanagers are entitled
to a mission statement from their manager,
outlining the long-term expectationsand
goals in both guantitative and gualitative
terms. The timeframe of a mission is typically
threeto five years. Based on the mission
statement, the managerisexpected to
develop a vision, clarifying how the mission
will be achieved, including the strategies, the
organization and the people needed to
make it happen.

Atlas Copco strivesto bea good employer
to attract and develop qualified and moti-
vated people. Allemployees are responsible
for their own professional career, supported
by continuous competence development
and the internal job market. Employees are
encouraged to grow professionally and to
take up new positions. If the company needs
to adapt its capacityin a deteriorating busi-
ness climate, thefirst action is to stop recruit-
ment. Layoffs arethelast resort.

n

In Atlas Copco,
leadership is defined
as the ability to create
lasting results.
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THIS ISTHE ATLAS COPCO GROUP

Atlas Copco’s organization is based on the principle
of decentralized responsibilities and authorities

STRUCTURE AND GOVERNANCE
Atlas Copco’s organization is based on the
principle of decentralized responsibilities and
authorities {see organization chart below). The
organization consists of both operating and
legal units. Each operating unithas abusiness
board reflecting the operational structure of
the Group. The duty of the business board is
toserve in anadvisory and decision-making
capacity concerning strategicand operative
issues. It also ensures the implementation of
controlsand assessments. Eachlegal company
hasalegal board focusingon compliance and
reflecting the legal structure of the Group.
The Board of Directors s responsible for the
organization and management of the Group,
regularly assessing the Group's financial situa-

As of January 1, 2021

COMPRESSORTECHNIQUE

VACUUMTECHNIQUE

tion and financial, legal, social and environ-
mentalrisks, and ensuring that the organiza-
tion is designed for satisfactory control.

The President and CEQ s responsible
forthe daily management of the Group
following the Board's guidelinesand instruc-
tions. The Presidentand CEQis responsible
for ensuring that the organization works
towards achieving the goals forsustainable,
profitable growth. The President and CEQ
leads the Group Management, which also
consists of the business area presidents and
fourfunctional heads.

The business areas are responsible
for developing their respective operations
by implementing and following up on
strategies and objectives to achieve

BOARD OF DIRECTCRS

PRESIDENTAND CEO

GROUP MANAGEMENT

INDUSTRIALTECHNIQUE

sustainable, profitable growth.

The divisions are separate operational
units, responsible for delivering resultsin line
with the strategies and objectives set by the
businessarea. Each division has global
responsibility for a specific product or service
offering. A division can have one ormore
product companies {units responsible for
product development, manufacturing and
product marketing), distribution centers,
and several customer centers {(unitsresponsi-
ble forcustomer contacts, sales and service)
dedicated or shared with other divisions.

Regional holding functions are estab-
lished world-wide to support the divisional
structure of the Group and to represent
Group Management.

POWERTECHNIQUE

Divisions
Compressor Technique Service
Industrial Air
Qil-free Air
Professional Air
Gasand Process
Medical Gas Soluticns
Airtec

Vacuum Technicue Service

Semiconductor Service

Semiconductor Chamber

Divisions Divisions

MV Teolsand

Semiconductor Assembly systems

General IndustryTeolsand

Solutions Assembly Systems

sdentificvacuum Chicago PneumaticTools
Industrial Vacuum
Machine Vision Solutions

Industrial Technique Service

Divisions
Power Technique Service
SpedialtyRental
Portable Air

Power and Flow

Industrial Assembly Solutions

Divisions generally conduct business through product companies, distributicncenters and customer centers.

The Atlas Copco Group is unified and strengthened through:

Ashared
onand

acommon

identity

The corporate
cultureand the core
values: interaction,
commitment, and
innovation

andstra
pillar
growth

Thesharing of
resources and

One Group
Treasury ofbrand

namesand

HELENES

Shared goals

The sharing

Acommon
leadership
model

Aninternal
Job market

Common processes and shared
best practices collected in the
handbook of poli d guide-
lines The Way We Do Things

Atlas Copco 2020
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THIS ISTHE ATLAS COPCQO GRGUP

Qur core values
reflect how we
behave internally
andinour

relationships
with external
stakeholders.

INTERACTION

INNOVATION

We interact and develop close relationships

with customers, internally and externally, as

well aswith otherstakeholders. This takes place
in many different ways: physically, online orin-
directly through business partners. We abways
look for what is best for the specific target group.

Qurinnovative spiritis reflected in every-
thing we do.Customers expectthe best
from ourGroup and our objective is to
consistently deliver high-quality products
and servicethat increase our customers’
productivity and competitiveness.

PEOPLE

Atlas Copco’s growthis closely related to
howthe Group succeeds in being a good
employer, attracting and developing quali-
fied and motivated people. With a global
business conducted through numerous com-
panies, Atlas Copcoworkswith continuous
competence development, knowledge shar-
ing and implementing the core values:
interaction, commitment and innovation.
Allemployees are expected to contribute by
committingthemselvesto Group goals and
to their individual performance goals.

10 Atlas Copco 2020

PROCESSES

Group-wide strategies, processes, principles,
guidelines, and shared best practices are
gathered in the handbook of policiesand
guidelines The Way We Do Things. The hand-
book is available to allemployees. It covers
governance, safety, health, environment and
quality, accounting and business control,
treasury, tax, auditand internal control,
information technology, people manage-
ment, legal, communications and branding,
risk, crisis management, administrative ser-
vices, insurance, standardization, and acqui-
sitions. Although most of the processes are
self-explanatory, training on how to imple-
ment them is provided regularly to manag-
ers. Wherever Atlas Copco’'s employees are
located, they are expected towork in accor-
dancewith the provided processes, princi-
ples and guidelines.

COMMITMENT

We operate worldwide with a
long-term commitment to our
customers in each country and
marketserved. We keep our
promises and always strive to
exceed high expectations.

THE BUSINESS CODE
OF PRACTICE
Internal policy documents related to

Business Code of Pra

inGroup compani
ess partn
to adhere to these polici
o required to tak : -
trainings and to sign the compliance
staternent annually.

wellas bus
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THIS ISTHE ATLAS COPCO GROUP

Creating lasting value for all stakeholders

Atlas Copco’s vision is to become and remain Firstin Mind—First in Choice of its customers and other principal
stakeholders. The Group aims to continuously deliver sustainable, profitable growth with an increased positive
impact on society and the environment, thus creating shared value. Below, we illustrate how we with a responsible
use of resources— human, natural and capital - create value for customers, employees, business partners, share-
holders, as well as for society and the environment.

The resources we putin

NATURAL RESOURCES HUMAN RESOURCES FINANCIAL RESOURCES
—351 GWh total energy use —39 600 average number of employees - Average capital employed

—44% renewable energy of total —Employeesin 71 countries MSEK 83 649
MWh energy used in operations - 3800 R&D engineers generating industrial — MSEK 3 882 investments in
—75% of production cost of equip- ideas and innovations innovation™

ment is purchased components

Atlas Copco

Vision, Innovate for Close to the customerwith
mission customers’ application knowledg and a
and strategy success professional ser operations

ed leadershipmodel Corevalues Sustainability priorities

The value we
cregte

CUSTOMERS EMPLOYEES BUSINESS PARTNERS SHAREHOLDERS SOCIETY/ENVIRONMENT
— Increased — Employees agree — More than 5 000 —23% returnon — 99% of employees have signed
ploy: gl ploy g

productivity there is oppor- significant suppliers capital employed the Business Code of Practice

— Increased safety tunityto Igarn — Leverage competence — MSEK 18910 — 99% of employees were trained
and ergonomics and grow in the _ Market access operating cash flow in the Business Code of Practice
. : compan
n vo{orklng pany ~ Long-termreliable —16% annual — 13% reduced €O, emissions from
environment — Employees agree partner total return energy in operations and transpert

— Energy savings Atlas Copco has _ A-share, 10 year of goods

awork culture of — Qver 600 suppliers

— Decreased respect, faimess audited on safety, - vEmponmenvt for 40 000 employees
total ccst. of and openness health, environment in 71 countries at year end
ownership and ethics

*Investmentsin product development, including capitalized expenditures.

Atlas Copco 2020 11
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THIS ISTHE ATLAS COPCQO GRGUP

Contributing to the UN Sustainable
Development Goals

Atlas Copco’s focus areas for sustainability are implemented in the daily operations, supported by policies,
training material and monitoring tools. Concrete goals and key performance indicators are used to
continuously measure performance in relation to the goals set in these areas. Progress in relation to the

KPIs contributes to the achievement of the UN Sustainable Development Goals.

SDG 16 - Peace, justice and strong institutions

Zero tolerance for corruption

This is clearly communicated in the Business Code of Practice, which
Atlas Copco requires all employees and business partners to comply
with. Required trainings in handling ethical dilemmas are available
in more than 30 languages, and 29% of employees tock these train-
ings in 2020. During the year, 93% of significant suppliers confirmed
compliance with the criteria.

Page 39

SDG 12 - Responsible consumption and “ "‘

production
Making production as efficient as possible
and reducing waste

Atlas Copco seeks to decrease the total waste
generated and almost all waste is recycled or

reused. Chemical handling follows strict prote- 4' ~;
cols. Components containing conflict minerals
are not accepted and Atlas Copco menitors and T

screens its supply chain.

Page 35,41

SDG 2 - Industry, innovation and

~

infrastructure

Continuously increasing the energy
efficiency of products and service

The energy efficiency of our products
and service is a key selling point for SDG 8 - Decent work and
Atlas Copco. The main environmental economic growth

impact occurs when our customers
use our products. All projects for new
and redesigned products must assess

Focusing on ethics, safety and well-being
- for employees and business partners

the product’s environmental impact. Atlas Copco requires all business partners to
Products are developed with a life-cycle comply with the Business Code of Practice.
perspective. Childlabor or forced laber is not tolerated

and compliance is assessed and audited.
Atlas Copco ensures the right to collective
bargaining and we expect the same from our
business partners. In 2020, 93% of our signif-
icant suppliers confirmed their commitment
to our Business Code of Practice. During the
year, Atlas Copco’s safety pyramid was bal-
anced, meaning that mere near misses than
minor injuries, and more mincr injuries than
recordable {major) injuries were reported.

Page 35,41

Page 38-40

12 Atlas Copco 2020

SDG 5 - Gender equality

Increasing diversity and ensuring inclusion

Atlas Copco promotes inclusion and diversity

and strives toimprove gender balance at all

levels in the Group. The percentage of women

in the crganization was 20.0% at year end. The
President and CEO has established and chairs a
Diversity and Inclusion Council. Each business area
has its own related task force and the operational
entities have designated diversity and inclusion
ambassadors.

Page 36-37

SDG 6 - Clean water and sanitation

Working to reduce water consumption

The operational entities implement their cwn
strategies to reduce water consumption. The
consumption of water decreased by 3% in 2020.
Since it started in 1984, the empleyee-driven
initiative "Water for All” has provided more than
2 million people with access to cleanwater and
improved sanitation.

Paged3

SDG 7 - Affordable and clean energy

Reducing CO, emissions from our
operations and transport

Atlas Copco undertakes arange of activities
to reduce CC, emissions from energy in
operations and transport of goods, such as
installing solar panels, buying renewable
electricity and aveiding air freight. In 2020,
CO, emissicns from energyin cperations and
transport of goods in relation to cost of sales
decreased by 12%.

Paged41-42
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The year in review

Market review and demand
development

The year 2020 started with a high level of demand for Atlas Copco's
products and services, but the business climate began to deteriorate
already during the first guarter due to the Covid-19 pandemic. The
demand for most product groups decreased significantly, and increas-
ingly so during the second gquarter. During the second half of the year,
market conditions gradually improved, as the direct effects of the pan-
demic eased. The semiconductor business within Vacuum Technigque
was an exception fromthe above, as the increased demand fordata
chips lead to increased factory utilization and investments in that
customer segment.

TheGroup’stotal order intake decreased 5% to MSEK 100 554
{106 104), same as the organic decline. Acquisitions contributed with
3%, but this was offset by lessfavorable exchange rateswhich had a
negative effect of 3%.

The service business showed more resilience than the equipment
business butwas negatively affected by the lockdowns in the first part
of the year and the resulting limitations to conducting field services,
aswell as by the lower economicactivity in most segments. The high
activity level in the semiconductor industry lead to an increasein
order intake for Vacuum Technigue service, while service orders
decreased for Industrial Technique and Power Technique and were
essentially unchanged for Compressor Technigue.

Similar to service, orders forvacuumeguipmentincreased, mainly
duetoincreased demand from semiconductor customers in Asia and
Europe. Eguipment ordersin the other business areas decreased, e.g.
forindustrial compressors, gasand process compressors, industrial
tools and assembly solutions, portable compressors, generatorsand
pumps. The exception was medical equipment, which saw an increase
in demand. More information can be found inthe business area sec-
tionsonpages 20-33.

North America

Orders received in North America decreased 10% in local currencies.
Ordervolumes decreased for most types of compressors, power equip-
ment, and for industrial tools and assembly solutions. The orderintake
forvacuum equipment to the semiconductor industry did not reach
previousyear’s high level while ordervolumes forvacuum equipment
to otherindustriesincreased. Ordervolumesforserviceincreasedin
Compressor Technigue, decreased in Industrial Technique and Power
Technique, while theywere essentially unchanged in Vacuum Technigue.
North America accounted for 23% {25) of orders received.

South America

Orders received in South America increased 6% inlocal currencies.
The growth was primarily driven by increased demand for industrial
and portable compressorsinthe biggest market Brazil, while the
demand forindustrial tools and assembly solutions decreased.
Growthwasachieved forthe service business, mainly due to
increased demand for compressorservice. In total, South America
accounted for 4% {4) of orders received.

Europe

Orders received in Europe decreased 3% inlocal currencies. The order
intake forequipmentdecreased in all business areas except Vacuum
Technique where ordervolumes grew due to increased demand from
the semiconductor industry. The overall order decline forequipment
was most evident for power equipment, and for industrial toolsand

THE YEAR IN REVIEW

assembly solutions. Ordervolumesfor service increased in Compres-
sor Technique, but decreased in all other business areas. Intotal,
Europe accounted for 30% {30) of orders received.

Africa/Middle East

Orders received decreased 3% in Africa/Middle East in local currencies.
The orderintake increased for gas and process compressors, smaller
sized industrial compressors and vacuum equipment, but decreased
forotherequipmenttypes. Order volumes for the service business
remained basically unchanged for Compressor Technique, increased
forVacuum Technique, but decreased for Industrial Technique and
Power Technigue. Intotal, Africa/Middle East accounted for 5% {6) of
orders received.

Asia/Oceania

QOrder intakein local currencies in Asia/Oceania increased by 4%.
Ordervolumes increased forvacuum eguipment, which grewsignifi-
cantly, primarily due to increased demand from the semiconductor
industry. All othertypes of equipment decreased. The order intake for
compressors decreased, most significantly for gas and process com-
pressors. Ordervolumesfor ind ustrial tools and assembly solutions
and power equipment also decreased, particularly inthefirst half of
the year. The order intake for service increased inVacuum Technigue,
driven by the high activity level in the semiconductorindustry. Order
intake for service in the other business areas decreased. In total, Asia/
Oceania accounted for 38% {35) of orders received.

Market presence

Atlas Copco had own customer centersin 71 {71) countries and
production facilities in 21 {19) countries. Revenues were reported in
184 {182) countries.

Structural changes and recognitions

Acquisitions and divestments
The Group completed 12 acquisitions during the year. In total, the
acquisitions added net revenues of approximately MSEK 2 800.
InFebruary 2020, itwas announced that Atlas Copcowill partner
with the global machine vision specialist ISRAVISION AG through a
voluntary publictakeover offer. All offer conditions were fulfilled
during the second quarter 2020. The settlement of the offer was com-
pleted inJuneand in connection with that a payment of MSEK 9028
{MEUR 86C) was made to ISRAVISION’s shareholders. Together with
payments made for previous share purchases of MEUR 150, Atlas
Copco has paid MSEK 10604 {MEUR 1310} for 92.19% of ISRAVISION.
Afterthe settlementa new division was created in the Industrial Tech-
nigue business area. In August, it was announced that Atlas Copco
has requested a squeeze out of minority shareholdersin ISRA VISION
AG.On December 15, 2020, the shareholders’ meeting of ISRAVISION
AGresolved on a squeeze out. The squeeze out procedure is expected
to be finalized by the end of the second quarter 2021. See also note 2
and the business area sectionson pages 20-33.

Recognitions

In 2020, Atlas Copco received a rating of AAinthe MSCIESG Ratings
assessment, and was reconfirmed as a constituent of the Ethibel Sus-
tainability Index {ESI) Excellence Europe and the Ethibel Sustainability
Index{ESI) Excellence Global. Atlas Copco remains a constituent of the
FTSE4Good Index Series.
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Financial goals — growth and return development

Annual revenue growth rate, Capital employed and return
average {FXadjusted}?

% MSEK %
10 100000 50
8 Goal #0000 40
6 60000 30
4 40000 20
2 20000 10
0 0

10years  Syears 3years 2017 2018 2019 2020

B Capital employed, MSEK
Return on capital employed, %

The Group’s goal forannual revenue growthis The Group's goal isto deliver sustained high
8%, measured over abusiness cycle. Atthe same return oncapital employed, by constantly
time the ambiticnisto growfasterthanthemost strivingfor operational excellence and
important competitors. Growth should primarily generatinggrowth.

be organic, supported by selective acquisitions.

™ Figures for the years between 2011 and 2017 are best estimated numbers, as the effects
of the distribution of Epiroc and restatements for IFRS 15 are notfully reconciled.

Orders received by region and order
development in local currency

Dividend, nings per share, ge?

including discontinued operations

o O

Goal

10years  Syears  3years

Atlas Copco aims to have a strong and cost-
efficient financing of the business. The priority
forthe use of capital is to develop and growthe
business. The strong profitability and cash
generation allowthe Group to de that and at the
same time have the ambition to distribute about
50% of earnings as dividends to shareholders.

Dividend policy history

—2003 30-40% of earnings
2003-2011 40-50% of earnings
20M- about 50% of earnings

2 Dividend for the fiscal year 2020 is based on the
proposal fremthe Board of Directors.

Europe
Share:30%
North Change:
America -3%
Share: 23%
Change:
-10%
Africal Asial_
Middle East Oceania
Share: 5% Share:38%
Change: Change:
_39, +4%
South
America
Share: 4%
Change:
+6%
14 Atlas Copco 2020
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Revenues and return

Revenues
The Group’s revenues decreased 4% to MSEK 99787 {103 756} in
total, an organic decline of 3%. Currency had a negative effect of 4%,
while acquisitions contributed with 3% during the year. Revenuesfor
the business areas Compressor Technigue and Vacuum Technigue
increased organically by 1% and 3% respectively, while revenues
forIndustrial Technique decreased 18% and for Power Technique
by 16%, both organically.

The Group's goal isto achieve an annual revenue growth of 8%
over a business cycle. Forthe period 2011-2020, the average annual
revenuegrowth has been 8%*.

Operating profit

The operating profit decreased to MSEK 19 146 (21 897), correspond-
ing toa margin of 19.2% {21.1). Items affecting comparability were
MSEK —852 {-780), whereof -312in change of provision forshare-
related long-termincentive programs, —210 increased provision for
prioryears’ pension liability,and -330 in various restructuring projects.
The adjusted operating margin was 20.0% (21.9). See thesalesand
profit bridge belowand business area sections on pages 20-33.

To avarying degree, all business areas suffered a negative impact
on the operating profitand the operating profit margin fromthe
Covid-19 pandemic, but itisdifficult to assess the magnitude of this
impact.

* Currency adjusted. Figures for the years 2011-2016 are bestestimated numbers, asthe
effects of the distribution of Epiroc and restatements for IFRS 15 are not fully reconciled.

Salesbridge,

THE YEAR IN REVIEW

Forthe Compressor Technigue business area, operating profit
decreased 5% to MSEK 10658 (11 198), corresponding to a margin of
22.5% (23.2). The margin was negatively affected by sales mixand
dilution from acquisitions.

The operating profit forthe Vacuum Technigue business area
decreased 5% to MSEK 5519 {5 792), and includes items affecting com-
parability of MSEK -3G0, including costs for the above mentioned pen-
sion liability from prior years and restructuring. The operating margin
was 22.4% (24.6), and the adjusted operating margin was 23.6%
{24.6%). Recent acquisitions had a dilutive impact on the margin.

The operating profitfor the Industrial Technigue business area
decreased 40% to MSEK 2422 {4 069), and includes items affecting
comparability of MSEK—-190, related to restructuring costs. The oper-
ating margin was 15.0% {21.7). The adjusted operating margin was
16.1% {22.4), negatively affected by significantly lower revenue vol-
umes, dilutions from acquisitions and currency.

The operating profitfor the Power Technique businessarea
decreased 31% to MSEK 1594 {2 308), including items affecting com-
parability of MSEK -50, related to restructuring costs. The operating
marginwas 13.2% {16.6). The adjusted operating marginwas 13.6%
{16.6), negatively affected primarily by lower revenuevolumesand
sales mix.

Net costs forcommon Group items and eliminations were MSEK
—1047 {-1470). The decrease was primarily dueto a lower provision
forshare-related long-term incentive programs of MSEK-312 (-663)
than previous year.

Orders received, revenues
and operating margin

Atlas Copco Group Ordersreceived Revenues
2012, MSEK 106 104 103 756
structural change, % +3 +3
Currency, % -3 -4
QOrganic*, % -5 -3
Total, % -5 -4
2020, MSEK 100554 99787

* Volume, price and mix

MSEK %
125 000 25
100 000 . 20 Il Orders received, MSEK

Revenues, MSEK
75000 - Operating margin, %
50 000 10
25000 -5
2017 2018 2018 2020

Salesbridge Compressor Technique vacuum Technique Industrial Technique Power Technique
Ordersreceived Revenues Orders received Revenues Ordersreceived Revenues Orders received Revenues
2012, MSEK 50654 43286 23876 23570 18267 18712 13954 13913
Structural change, % +1 +1 +3 +4 +8 +7 +1 +1
Currency, % -4 —4 -2 -2 -3 -3 —4 -4
QOrganic*, % -3 +1 +6 +3 -16 -18 =12 -10
Total, % -6 -2 +7 +5 =11 -14 =15 -13
2020, MSEK 47401 47 329 25583 24685 16254 16176 11810 12 106
* Volume, price and mix
Bridge-revenues Volume, price, Items affecting Share-basedlong-term
and operating profit, MSEK 2020 mixand other Currency Acquisitions comparability incentive programs 2019
Revenues 99787 -3314 -3475 2820 - - 103756
Cperating profit 19146 -1797 —-880 - —425 351 21897
Effect onmargin, % 19.2 211

Atlas Copco 2020
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Depreciation and EBITDA Depreciation, amortization and
Depreciation MSEK 3 203, amortization MSEK 1 960, and impairment impairment, MSEK 2020 2019
cost MSEK 26 were MSEK 5 189 {4 700} in total, and earnings before Rental equipment 735 737
depreciation and amgrtlzat|on, EB.ITDA, reached MSEK 24 335 Other property, plantand equipment 1314 1295
(26 597), corresponding to a margin of 24.4% (25.6).

Right-of-use assets 1164 1050
Netfinancialitems Intangible assets 1976 1628
The Group’s netfinancial items totaled MSEK -321{-325). The net Total 5189 4700
interest expense decreased to MSEK —245(-359). Otherfinancial
items were MSEK -76 {34). See notes 8and 27.

. Key financial data, MSEK 2020 2019 Change, %
Profit before tax L 9
Profit before tax decreased 13% to MSEK 18 825 {21 572). Excluding Ordersreceived 100 554 106104 -5
items affecting comparability, profit before taxwas MSEK 19677 Revenues 99787 103756 -4
(22352),correspondingto margin of 19.7%{21.5). EBITDA 24 335 26597 -9

—in % of revenues 24.4 256
Taxes -
Taxes for the year amounted to MSEK 4 042 (5 029), corresponding to Operating profit 19146 21897 -13
an effective tax rate of 21.5% (23.3) in relation to profit before tax. ~in % of revenues 19.2 211
The lowertax rate was mainly due to a reduction of some countries’ Adjusted operating profit 19998 22676 -12
corporate tax rates and to a reduction of provision for withholding ~in % of revenues 20.0 219
taxes on dividend. See note 9. -
Profit before tax 18825 21572 -13
Profit and earnings per share ~in% of revenues 189 208
Profit fortheyear decreased 11% to MSEK 14 783 {16 543). This corre- Profit for the year 14783 16543 -1
sponds to basic and diluted earnings per share of SEK 12.16 (13.60) Basic earnings per share, SEK 1216 13.60
and SEK 12.14 (13.59) respectively. Diluted earnings pershare, SEK 1214 13.59
Revenues and operating profit, MSEK
Operating Return on capital Investmentsin tangible
Revenues Operating profit margin, % employed, % fixed assets ™
2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
Compressor Technique 47 329 48 286 10658 11198 225 23.2 79 87 577 860
vacuum Technique 24 685 23570 5519 5792 22.4 24.6 19 22 540 404
Industrial Technique 16176 18712 2422 4069 15.0 21.7 13 35 223 247
PowerTechnique 12106 13915 1594 2308 13.2 16.6 18 28 580 1303
Common Group functions/eliminations -509 =727 -1047 -1471 25 -12
Total Group 99787 103756 19146 21896 19.2 211 23 30 1945 2802

™ Excluding assets leased

16 Atlas Copco 2020

04.08.2022 kI 12:32 Brgnngysundregistrene Side 38 av 164



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 910324381

THE YEAR IN REVIEW

Balance sheet

The Group's total assets increased 1.5% to MSEK 113366 {111 722).
Cash, cash equivalentsand other current financial assets decreased
to MSEK 11 713 {15 130}, as a net effect of strong operational cash
generation {see next page), dividend to shareholders MSEK -8 506,
and acquisitions MSEK -13 583.

Working capital ratios

The ratio of inventories to revenues atyearend decreased to 13.5%
(14.0), and trade receivables to 18.8% (19.8). Trade payables
decreased to 11.2%{11.5).

Capital tumover
The capital turnover ratio was 0.86 (0.98) and the capitalemployed

Equity
Atyear end, Group equity including non-controlling interests was
MSEK 53534 {53 290}, corresponding to 47 % {48) of total assets.
Equity persharewas SEK 44 {44). Atlas Copco’s market capitalization
atyearend was BSEK 497 {440}, an increase of 13%. The information
related to public takeover bids is the same as forthe Parent Company
and described on page 19.

Total comprehensive income for the year was MSEK 8948 {17 475).

The relatively large difference to reported profit for the year and ver-
sus previous year, is related to translation differences on the value of

foreign operations {see page 62 and note 10}. Shareholders’ trans-
actions include dividends totaling MSEK -8 506 (-7 663), sales and
repurchases of own shares of net MSEK -274 {1 287}, and share-

based payments of net MSEK -42 {(-281). See page 64 and note 20.

turnover ratiowas 1.19 {1.43).
Return on capital employed and return on equity
Return oncapitalemployed reached 23% {30) and the return on
equity was 27% {35). The Group uses a weighted average costof
capital (WACC)of 8% (8} as an investment and overall performance

benchmark.

Balance sheetin summary, MSEK Dec31,2020 Dec 31,2019 Equity, MSEK 2020 2019
Intangible assets 45840 36549 Opening balance 53290 42472
Rental equipment 2241 2858 Prefitforthe year 14783 16 543
Other property, plant and equipment 7889 8021 Other comprehensive income for the year -5835 932
Right-of-use assets 3261 3557 Shareholders’ transactions -8822 —-6657
Other fixed assets 3190 3244 Closing balance 53534 53290
Inventories 13450 14501 Equity attributable to

Receivables 25777 27861 —ownersof the parent 53215 53231
Currentfinancial assets 58 125 —non-controlling interests 319 59
Cash and cash equivalents 11655 15005

Assets classified asheld for sale 5 1

Total assets 113366 111722

Total equity 53534 53290

Interest-bearing liabilities 28134 27143

Nen-interest-bearing liabilities 31698 31289

Total equity and liabilities 113366 111722

Atlas Copco 2020 17
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Interest-bearing debt and net indebtedness

Total interest-bearing debtwas MSEK 28 134 (27 143), whereof
post-employment benefits MSEK 3 488 (3 488). The Group has an
average maturity of 4.8 years oninterest-bearing liabilities. See notes
21and 23 foradditional information. The Group’s net indebtedness,
amounted to MSEK 16421 {12 313) atyearend. The net debt/EBITDA
ratio was 0.7 {0.5) and the debt/equity ratio was 31% (23).

Creditrating

Atlas Copco’slong-term and short-term debt is rated by Standard &
Poor's and Fitchwith thelong-/short-term rating A+/A and A+/F1+,
respectively.

Operating cash flow and investments

QOperating cash surplus was MSEK 25081 {26 696). Cash flows from
financialitems were MSEK 244 (-610) where the change is primarily
dueto non-operational cash flows from currency hedges of loans of
MSEK 591 {-451). In those transactions an offsetting cash flow from
the loans occurs inthe future. Net pension funding and payments
were MSEK-340 (-376). The working capital decreased by MSEK

2166 {increase of 2971), a result of the lower revenues and focused
effortsto reduce the risk in outstanding receivables and inventories.
Net investments in rental equipment were reduced to MSEK 416
(1087).

Gross investments in property, plant and equipment decreased to
MSEK 1459 (1662)and cash received from sale of property, plantand
equipment were MSEK 39{718). Previousyear's sale of property, plant
and equipmentincluded proceedsfrom a sale and lease back trans-
action inthe U.S. of approximately MSEK 600,

Notable investmentsin 2020 were made by Compressor Technigue
in production machinery in its facilities in Belgium, and in adata

analytics center in India. Vacuum Technique invested in a new fully
automated machining centerin its manufacturing facility in Germany,
a capacity extension for production of industrial vacuum equipment
in China, innovation centers in Japan and China, and new distribution
centersin the United States and China. Investments were made by
Industrial Technigue in a demo center formachine vision solutions in
the United States, and by Power Technigue in a new depotforthe
specialty rental business in the United States.

Netinvestmentsin intangible assets, mainly related to capitaliza-
tion of product development expenditures, were MSEK 1337 (1 016).
Netinvestments in other assets were MSEK +54 {—18).

In total, the operating cash flowincreased 29% to MSEK 18910
(14625).

Cash flow from structural changes
The net cash flow from structural changes, i.e. acquisitions and divest-
ments, amounted to MSEK 13 583 {7 706). See also note 2.

Cash flow from financing

Dividends paid amounted to MSEK -8 506 (-7 663). Sales and repur-
chasesof own shares resulted in a netof MSEK-274{1 287), all related
to hedging ordeliveries of shares for the long-term incentive plans
described on page 91. Change in interest-bearing liabilities was
MSEK 444 (-1 648).

Employees

In 2020, the average number of employees in the Group increased by
1801 to 39 6G6. At yearend, the number of employees was 40 160
{38774)and the number of consultants/external workforce was
2907 {3 225). For comparable units, the total workforce decreased
by 944 See also note 5.

Calculation of operating cash flow, MSEK 2020 2019 Average number of employees 2020 2019
Operating cash surplus 25081 26 696 Atlas Copco Group 39606 37805
Net financial items 244 -610 —Sweden 1447 1414
Taxespaid —-4531 -5501 —Outside Sweden 38160 36391
Pension funding -340 -376 Business areas

Changeinworking capital 2166 -2971 —Compressor Technique 18212 17 937
Increase in rental equipment, net -416 -1087 —Vacuum Technique 8226 7509
Cash flows from operating activities 22204 16151 —Industrial Technique 8308 7586
Investments of property, plant & equipment, net -1420 -944 - Power Technigue 4059 3989
Otherinvestments, net -1283 -1033 —Common Group functions 801 784
Cash flow from investments -2703 -1977

Adjustmentforcurrency hedges of loans -591 451

Operating cash flow 18910 14625

18 Atlas Copco 2020
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Parent Company

Atlas Copco AB is the ultimate Parent Company of the Atlas Copco
Group and isheadguartered in Nacka, Sweden.

Earnings
Profit before tax amounted to MSEK 11 04G{11 374} and profit for
the yearamounted to MSEK 11 111 (11 341).

Financing

The total assets of the Parent Company were MSEK 178 591 (174 923).
Atyearend 2020, cash and cash equivalents amounted to MSEK 8 (36)
and interest-bearing liabilities amounted to MSEK 25 351 {23 949),
whereof the main partis Group-internal loans. Equity represented
85% {86) of total assets and the non-restricted equity totaled MSEK
146504 {144 215).

Employees
The average number of employeesin the Parent Company was
107(102).

Remuneration

Principles forremuneration, fees and other remuneration paid to
the Board of Directors, the President and CEQ, and other members
of Group Management, otherstatistics and the guidelines regarding
remuneration and benefits to Group Management asapproved by
the Annual General Meeting are specified in note 5.

Financial risks, risks and factors of uncertainty

Atlas Copco is subject to currency risks, interest rate risks and other
financial risks. Atlas Copco has adopted a policy to control the finan-
cial risks to which Atlas Copco AB and other Group companies are
exposed. Afinancial risk management committee meets regularly to
make decisionsabouthowto manage these risks. See also Risks, risk
managementand opportunities on pages 44-48.

THE YEAR IN REVIEW

Appropriation of profit

The Board of Directors proposestothe Annual General Meeting 2021
that a dividend of SEK 7.30 (7.00) per share be paid for the 2020 fiscal
year. Excluding shares currently held by the Company, the proposed
dividend correspondsto atotal of MSEK8878 (8 519).

In order to facilitate a more efficient cash management, the divi-
dend is proposed to be paid in two equal instalments, the first with
record date April 29, 2021 and the second with record date October
25,2021,

SEK

Retained earnings including reserve for fairvalue 136572924616

Profitforthe year 111106459215

The Board of Directers proposes that these earnings
be appropriated as follows:

Tothe shareholders, adividend of SEK7.30per share 88782063687
Toberetained inthe business 137625773148
Total 146503 279515

Shares and share capital

Atyearend, Atlas Copco’s share capital totaled MSEK 786(786) and a
total numberof 1229 613 104 shares divided into 839 394 096 class A
shares and 390 219 008 class B shareswere issued. Net of 13420451
class Ashares and Q class B shares held by Atlas Copco, 1 216 192 653
shares were outstanding. Class A shares entitle the owner to onevote
while class B shares entitle the ownerto one tenth of avote. Class A
shares and class B shares carry equalrightsto a part of the Company’s
assets and profit.

Investor ABisthesinglelargest shareholderin Atlas Copco AB.
Atyearend 2020, Investor AB held a total of 207 754 141 shares,
representing 22.3% of thevotesand 16.9% of the capital.

There are no restrictionswhich prohibit the right to transfer shares
of the Company noristhe Company aware of anysuch agreements.
In addition, the Company is not party to any material agreement that
enters into force oris changed or ceases to be valid if the control of
the Companyis changed as a result of a public takeover bid. There
is no limitation to the number of votesthat can be cast at a General
Meeting of shareholders.

Asprescribed by the Articles of Association, the General Meeting
has sole authority forthe election of Board members and there are
no otherrules relating to election or dismissal of Board members or
changes in the Articles of Association. Correspondingly, there are no
agreementswith Board members or employees regarding compen-
sation in case of changes of current position reflecting a public take-
over bid.

Statutory sustainability report

Atlas Copco has prepared a sustainability report in accordance with
the Global Reporting Initiative’s guidelines {GRI Standards). The sus-
tainability report hasbeen prepared in accordance with disclosure
requirements set outin the Swedish Annual Accounts Act chapter 6
paragraph 11.The scope and content of the sustainability report is
defined in the GRI index on page 134.
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THE YEAR IN REVIEW — BUSINESS AREAS

Business areas

20

The Atlas Copco Group is a world-leading provider of sustain- Key figures, MSEK 2020 2019 Change, %
able productivity solutions. The Group offers customers innova- orders received 100554 106104 —5%
tive compressors, airtreatment systems, vacuum solutions, Revenues 99787 103756 _a%
|ndustr|a|powertoo|san§ assembly systems, machine vision, Operating profit 19145 71896 i
and power and flow solutions. "
. Operati in, 19.2 211
Atlas Copco develops products and services focused on peratingmargin. 7o
productivity, energy efficiency, safety and ergonamics, sup- Return on capital employed, % 23 30
ported by insights from connected equipment. Investments 1945 2802
The company was founded in 1873, is based in Stockholm, Averagenumber of employees 39606 37805
Sweden, and has a global reach spanning more than 180 coun-
tries. In 2020, Atlas Copco had revenues of BSEK 100 (BEUR 10)
and about40 000 employees at yearend.
Atlas Copco has fourbusiness areas. The business areas are
responsible for developing their respective operations by imple-
menting and following up on strategies and objectives to
achieve sustainable, profitable growth.
Compressor Technique, page 22
The Compressor Technique business area provides Key figures, MSEK 2020 2019 Change %
compressed air solutions: industrial compressaors, Orders received 47 401 50654 -6%
gas and process compressorsand expanders, Revenues 47 329 48286 2%
air and gas treatment elqmpment,andalr manage- Operating profit 10658 11198 5%
ment systems. The business area has a global
. . . Operatingmargin, % 225 23.2
service network and innovates for sustainable
productivity mainly forthe manufacturing and Return on capital employed, % 9 87
processindustries. Investments 577 860
Average number of employees 18212 17937
Vacuum Technique, page 25
The Vacuum Technique business area provides Key figures, MSEK 2020 2019 Change, %
vacuum products, exhaust management systems, Orders received 25583 23876 7%
valves and related products. The main markets Revenues 34685 23570 o
served are semiconductor and scientific, aswell - -
| . . . ) Operating profit 5519 5792 —5%
asawide range of industrial segmentsincluding
chemical processindustries, food packaging and Operatingmargin, % 24 i
paperhandling. Thebusinessarea hasa global Return on capital employed, % 19 22
service network and innovates for sustainable Investments 540 404
productivity in orderto furtherimprove its Average number of employees 8276 7509

customers’ performance.
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THE YEAR IN REVIEW — BUSINESS AREAS

Industrial Technique, page 28

The Industrial Technique business area provides Key figures, MSEK 2020 2018 cChange %
industrial powertoals, assembly and machine Ordersraceived 16254 18267 -11%
vision solutions, quality assurance products, Revenues 16176 18712 140
software and service through a global network. - -
. ) ) Operating profit 2422 4069 —40%
The business area innovates forsustainable
productivity for customersinthe automotive, Operating margin. % 150 s
and general industries. Return on capital employed, % 13 35
Investments 223 247
Average number of employees 8308 7586
Power Technique, page 31
The Power Technique business area provides air, Key figures, MSEK 2020 2019 change, %
power and flow solutions through products such Ordersreceived 11810 13954 ~15%
asmobile compressors, pumps, light towers and Revenues 12106 13915 _13%
generators, alongwith a numbe.rofcomplemenf Operating profit 1594 3308 a1m
tary products. talso offers specialty rental and
. . . Operatingmargin, % 13.2 16.6
providesservicesthrough adedicated, global net-
work. Guided by a forward-thinking approach to Return on capital employed, % 8 2
innovation, Power Technique provides sustainable Investments 580 1303
productivity solutions across multiple industries, Average number of employees 4059 3989

including construction, manufacturing, oiland
gas, and exploration drilling.

Vacuum Technique:
Dry vacuum pump for
analysis applications and
research laboratories

Industrial Technique:
Handheld battery tool for
assembly applications

Compressor Technique:
Qil-free screw compressor
with variable speed that
providescleanairto
industrial processes

Power Technique:
Pertable medium-
pressure oil-free
compressor
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THE YEAR IN REVIEW — COMPRESSOR TECHNIQUE

Compressor Technique

Order volumes for equipment decreased while the service business showed more resilience with
order intake at about the same level as the previous year. In total, the order intake decreased in all
major regions. The business area completed six acquisitions and continued to invest in product
development, digital interaction with customers, and connectivity.

Market development

The year started with solid demand for the
businessarea’s products and services. How-
ever, the Covid-19 pandemic affected demand
negatively already during the first quarter
and continued to have a dampening effect
on the business climate throughout the
year. Intotal, the orderintake decreased 3%
organically.

Theservice business showed resilience
despite the challenging market conditions,
and the orderintake remained atabout the
same level asthe previous year. Growth was
achieved in North America and Europe but
decreased slightlyin Asia.

Order volumesforequipment decreased
in all major regions, particularly in North
America.

Demand for industrial compressors
decreased with a more evident effecton the
ordervolumes for larger compressors than
forsmall and medium-sized compressors.
The demand forgas and process compreas-
sorswas significantly lowerthan the previous
year’s high level. Order volumes decreased
in all regions except Africa/Middle East,
wheretheorderintake increased, supported
by improved demand in the latter part of
theyear.

REVENUES, MSEK

47 329

2019:48 286

OPERATING PROFIT MARGIN

22.5%

2019:23.2%

RETURN ON CAPITALEMPLOYED

79%

2019:87%

22 Atlas Copco 2020

Market presence and organizational
development

The business area continued to investininno-
vationduring the year. Several new products
were introduced to the market tostrengthen
the product offer, such as medical air solutions,
dryers, industrial compressors, and gas and
process compressors. Atthe same time, costs
inother areas were adjustedto adapttothe
changing business climate.

Despite changing market conditions due
to the Covid-19 pandemic, the business area
managed to handle the business well thanks
to the resilient business model, the capabil-
ity to rapidly adjust operations, and utilizing
digital sales processesto a greater extent.
Within salesand marketing, the focus on dig-
ital channels increased to improve lead gen-
eration and digital marketing. To further
develop the service business, the data moni-
toring program SMARTLINK 2.0 was released
during theyear. The business area also
invested in production machineryin its
facilities in Antwerp, Belgium, and in a data
analytic centerin Pune, India.

The efforts to reduce the environmental
footprint continued with an increased num-
beroffactories utilizing solar power asan
energy source. Through selected acguisitions,
the business area increased its presence in
targeted markets and customer segments.

SALES BRIDGE

Ordersreceived  Revenues

2019, MSEK 50654 48286
Structural change, % +1 +1
Currency, % -4 —4
Organic* % -3 +1
Total, % -6 -2
2020, MSEK 47401 47329

*Volume, price and mix

Acquisitions

The business area made six acquisitionsin
2020:

* The operating business of Purification
Solutions LLC, a US-based manufacturer of
air treatment and nitrogen generators.
The company has 60 employeesand had a
revenue of MUSD 26 {MSEK 242) in 2019.
MEDGAS-Technik GmbH, a German
mechanical contractor forthe medical
industry, with 8¢ employeesand aturn-
over of MSEK 126 in 2019.

THN Druckluftund Produktions GmbH & Co.
KG, a German distributor of compressed air

and service solutions with 15 employees.
Qvity Air Comprimé, a French distributor of

industrial compressors and compressed air
solutions with 8 employees.

Dr. Gustav Gail Drucklufttechnik GmbH, a
Germandistributor of industrial compres-

sorsand serviceswith 10 employees.
Hydra Flow Waest, a US-based distributor of
compressor parts with 7 employees.

Revenues, profits and returns

Revenues reached MSEK 47 329 {48 286),an
organicincrease of 1%.The operating profit
decreased 5% to MSEK 10658 {11 198),
corresponding to a margin of 22.5%{23.2).
The margin was negatively affected by sales
mixand dilution from acquisitions. Return on
capital employed was 79% {(87).

ORDERS RECEIVED, REVENUES
AND OPERATING MARGIN
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ORDERS RECEIVED BY
CUSTOMER CATEGORY

General manu-
facturing, 26%

Other, 19%
service, 11%

| Electronics, 3%

Construction, 12%

Process industry, 27% | Automotive, 2%

The market

The global market for compressed air equip-
ment, air and gas treatment equipment and
related servicesis characterized by a diversified
customerbase. The customers request scluticns
that are reliable, productive and efficient, and
suited to specific applications.

Compressors are used inawide spectrum of
applications. Inindustrial processes, clean, dry
and oil-free airisneededin e.g. the food, phar-
maceutical, electronics, and textile industries.
Compressed airis also used to powerindustrial
tocls,in robots, and in applications as diversified
ashospitals, snow making, fish farming, and in
high-speedtrains. Blowers are used in applica-
tions where a consistent flow of low-pressure
airis needed, for example inwastewater treat-
mentand conveying.

Gas and process compressors and expanders
are supplied to various process industries, such
as air separation plants, power utilities, chem-
ical and petrochemical plants, and liquefied
natural gas applicaticns.

Stationaryindustrial air compressors and
associated air-treatment preducts, spare parts
and service represent about 90% of sales. Large
gas and process compressors, including related
service, represent about 10%.

Market trends

Continued focus onenergy efficiency, energy
recovery, and the reduction of CO, emissicns
Focus on total solution and total life-cyde cost
The combination of cloud technolegy, big
data and machine learing increasesthe
demand for data-driven service solutions
New applicaticns for ccmpressed air

Next generation piston compressors

23520 metrictonnes of CO, avoidedannually
which corresponds to:

5081
Energy savings: 10%

The A49B piston compressorrangeisthenew gen-
eration of the 2 stage 3-5.5HP piston compressors,
replacingthe current generation. Itis designed to
be more compact and energy efficient. Thisresults
inareduced CO,footprintof more than 10% fer
the complete life-cycle compared to the previcus

internal combustion engine
passenger cars driven for cne year

THE YEAR IN REVIEW — COMPRESSOR TECHNIQUE

REVENUES BY REGION

Asia/Oceania, 31% North
America, 22%
Africa/

Middle East, 7%

‘ South

Europe, 35% America, 5%

Demand drivers

+ Industrial production

+ Investmentsin machinery

» Energycosts

» Need fordecreased CO, emissions drives
demand for more energy-efficient machinery

Vision and strategy

Thevision isto be Firstin Mind —Firstin Choice
as asupplier of compressed airand gas solu-
tions, bybeinginteractive, committed and inno-
vative, and by cffering customers the best value.
The strategy is to further develop Atlas Copco’s
leading positionin the selected niches and
growing thebusinessin awaythat is econom-
ically, environmentally and socially responsi-
ble. This should be dene by capitalizing on the
strong global market presence, improving mar-
ket penetrationinmature and developing mar-
kets, and continuously developingimproved
products and solutions te satisfy customer
demands. The presenceis enhanced by utiliz-
ing several commercial brands. Key strategies
include growingthe service business as well as
developing businesses withinfocused areas
such as air-treatment equipment, blowers,

and compresscr solutions for trains, ships, and
hospitals. The business areais activelylocking
at acquiring complementary businesses.

generation of the compressor. This product range
is designed for avariety of manufacturing or indus-
trial application processes thatrequire compressed
airversatility. The compressors canbe found in var-
ious practical applications such asin service stations
for pumpingcartires, spray painting or wood work.

Thereplacement of the previous technologyis
done gradually. In 2020, customers using the A498
piston compressor range would save up to 5693
metric tonnes of CO, per year compared to the
previous generation of the compressor. When the
replacementis completed, the new generation of
2 stage 3-5.5HP piston compressors could save up
to 23 520 CC, metric tonnes annually, based on the
2020salesfigures.

SHARE OF REVENUES

Service, 43% Equipment, 57%

Strategicactivities

+ Intensified focusonresearch and
development

Increase focus on digitalization and
connected products

Increase market coverage andimprove
presencein targeted markets/segments
Develop new sustainable products and
solutions offering better value and improved
energy efficiency to custemers

Extend the product and service offering at
current custemers and adjacent segments
and applications

Perform more service on a higher share

of the installed base of equipment

Increase operaticonal efficiency
Furtherinvestmentsin employees and their
competence development

Acquire complementary businesses

Competition

Compressor Technique’s principal competitors
in the market forindustrial compressors and
airtreatment equipment are Ingersoll Rand,
Kaeser, Hitachi, and Parker Hannifin. There are
also numerous regional and local competitors,
including manyin China. In the market forgas
and process compressors and expanders, the
main competitors are Siemens and MAN Turbo.

Market position
Aleading market positiongloballyin most of
itsoperations.

23
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THE YEAR IN REVIEW — COMPRESSOR TECHNIQUE

Products and applications

Atlas Copco offers all major air compression technologies as well as air and gas treatment equipment,
air management systems and is able to offer customers the best sclution for every application.

Qil-free screw compressor with variable speed
that provides clean air to industrial processes

Piston compressors

Piston compressors are available as oil-injected
and cil-free. They areused in general industrial
applications as well as specialized applications.

Qil-free tooth and scroll compressors
Qil-free tooth and scroll compressors are used
inindustrial and medical applications with a

demand for high-quality oil-free air. Some models
are available as a workPlace AirSystemwithinte-

grated dryers as well as with energy-efficient
variable speed drive {vSD).

Rotary screw compressors
Rotary screw compressors are available asoil-
injected and oil-free. They are usedinnumerous

industrial applicaticns and can feature the Work-
Place AirSystem with integrated dryers, as well as

the energy-efficient variable speed drive (VSD)
technologyand energy recoverykits.

Oil-free blowers

OilHfree blowers are available with different tech-
nologies: rotarylobe blowers, rotary screw blow-

ers and centrifugal blowers. Blowers are used in

process industry applications with ademand fora
censistent flow of low-pressure air, forexample in

wastewater treatment and conveying.

Gasand process compressors supply large amounts
of air or gas forprocesses across many industries

Qil-free centrifugal compressors

Oil-free centrifugal compressors are usedin
industrial applications thatdemand constant,
large volumes of oil-free air. They are alsc called
turbo compressors.

Gas and process compressors

Gas and process compressors are supplied primarily
to the oil and gas, chemical/petrochemical process
and pewer industries. Themain product category
issingle-stage and multi-stage centrifugal, or
turbo cempressors, which are complemented by
turboexpanders.

Airand gas treatment equipment

and medical air solutions

Dryers, coolers, gas purifiersand filters are supplied
to produce the right quality of compressedairor
gas. In additicn, the cffering includes solutions for
medical air, oxygen and nitrcgen generation as
well as systems for biogas upgrading.

Principal product development and
manufacturingunits arelocatedin:
Belgium, the United States, China, India,
Germany and Italy.

MANAGEMENT Compressor Technigque, January 1,2021

24 Atlas Copco 2020

Oil-free medical air system

Innovations during 2020

Several new products were introduced
during theyear,including:

MED71+, a new energy-efficient medical air
purifierfor stringent requirements withup
to 35% space savings compared to previous
models.

GA 30+-45+,a newrange of cil-injected
screw compressors withleading perfor-
mance and a 32% lower footprint than
previocus models.

CD+ 20-335, the first compressed air dryer
with solid desiccant, providing reduced
energy consumption compared to conven-
ticnal dryers as well as health and environ-
mental benefits.

Anew oil-free gas screw compressor for
marine propulsion that supports the transi-
ticn of combustion of heawy fuel oil with the
more environmentally friendly LNG for cargo
transports at sea.

BUSINESS AREA PRESIDENT: vagner Rego

DIVISIONS:
1. Compressor Technique Service
President Dirk Beyts
. Industrial Air

President Joeri Ooms
. Qil -free Air

President Philippe Ernens
. Professional Air
President Alain Lefranc
Medical Gas Solutions
President Ben Van Hove
Gas and Process
President Robert Radimeczky
7. Airtec

President Wouter Ceulemans
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THE YEAR IN REVIEW - VACUUM TECHNIQUE

Vacuum Technique

The order intake for vacuum equipment and service increased, primarily driven by increased
demand from the semiconductor industry in Asia and Europe. The business area intensified its
focus on innovation and digital interaction with customers, made investments in production,
and completed three acquisitions during the year.

Market development

The demand forvacuum equipmentand
related services remained ona high level
despite the Covid-19 pandemic,and the
order intake increased in total by 6%
organically.

Theservice business grew, mainly sup-
ported by high factory utilization in the semi-
conductorindustry.Ordervolumes increased
in Asia but remained essentially unchanged
in Europe and North America.

Qrdervolumes forequipmentalso
increased, mainly due to increased demand
forvacuum equipment to the semiconductor
industry. The order intake increased in Asia
and Europe but decreased in North America.
The overall growth was primarily driven by
customers’ investments in new production
technology and, to a certain extent, by invest-
ments in production capacity.

QOrdervolumes forequipment to industrial
and scientificvacuum applications were basi-
callyunchanged. The order intake increased
in Asia and North Americabut decreased in
Europe.

REVENUES, MSEK

24 685

2019:23570

OPERATING PROFIT MARGIN

22.4%

2019:24.6%

RETURN ON CAPITAL EMPLOYED

19%

2019:22%

Market presence and organizational
development

The business area strengthened its focus
on innovation with increased investments
in research and development. Several new
innovative productswere introduced, tar-
geting both the semiconductorand flat
paneldisplay market, and theindustrialand
scientificvacuum market.

Investments were made in market pres-
ence, particularly forthe service business,
and increased digital capabilities through
additional development of CRM systems,
e-commerce and digital marketing. Despite
challenges caused by the Covid-19 pandemic,
the business area succeeded in managing its
logistics chain. Part of this work, which also
helped to reducethe environmental impact,
was the successful replacement of air freight
and sea transport by rail transport from
Europe to China.

During theyear, the business area invested
in a new fully automated machining center
in its manufacturing facility in Cologne,
Germany, a capacity extension for produc-
tion of industrial vacuum equipmentin
Qingdao, China, innovation centers in Japan
and China, and new distribution centers in
the United States and China.

SALES BRIDGE

Ordersreceived  Revenues
2019, MSEK 23876 23570
Structural change, % +3 +4
currency, % -2 -2
Organic* % +6 +3
Total, % +7 +5
2020, MSEK 25583 24685

*volume, price and mix

Acquisitions

The business areacompleted three
acquisitionsin 2020:

* M.C.SchroederEquipmentCo., Inc., a
distributorof vacuumequipment and service
solutionsin the US, with 8 employees.
Dekker Vacuum Technologies, Inc., a
US-based supplier of industrial vacuum
equipment and service solutions with 70
employees and revenues of approximately
MUSD 23 (MSEK 217)in 2019.
Thetechnology and operating assets
ofiTrap, an ion trap mass spectrometer
instrument for gas analysis used for
diagnosticsor process controlinthe
semiconductorindustry.

Revenues, profits and returns

Revenues increased 5% to MSEK 24 685
{23570), corresponding to a 3% organic
increase. The operating profit decreased 5%
to MSEK 5519 {5 792), and includes items
affecting comparability of MSEK-300,
whereof MSEK -210 related to provisions for
pension liability from prior years, and MSEK
-90 related to restructuring costs. The oper-
ating margin was 22.4% {24.6), and the
adjusted operating margin was 23.6% {24.6).
Recentacquisitions had a dilutiveeffecton
the margin. Return on capital employed was
19% {22).

ORDERS RECEIVED, REVENUES
AND OPERATING MARGIN

MSEK %
25000 —.— 25
20 000 -20
15 000 13
10 000 10
5000 -5
2017 2018 2013 2020
Wl Orders received, MSEK
Revenues, MSEK
Operating margin, %
Atlas Copco 2020 25
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THE YEAR IN REVIEW — VACUUM TECHNIQUE

ORDERS RECEIVED BY
CUSTOMER CATEGORY
Other, 3% General manu-
facturing, 11%
Process

industry, 19% Electronics, 67%

REVENUES BY REGION

Asia/Oceania, 63% North

America, 21%

}T Europe, 14%

Africa/
Middle East, 2%

The market

Vacuum and abatement solutions are required
in anumber of industrial applications where the
pressure needs to be below atmespheric pres-
sure and/or the environment needs to be clean.

The Vacuum Technique business area sells
preducts, systems and services across several
targeted marketsectors.

The market can be categorized into semicon-
ductor, industrial vacuum and scientificvacuum.
However, each of these sectors contains several
sub-sectors and specific applications.

Vacuum products include a broad range of
dry pumps, turbomelecular pumps and cther
vacuum pumps. They are used to create highly-
controlled, low-pressure, partide-free enviren-
mentsin adiverse set of manufacturing pro-
cesses such assemiconductor, flat-panel display,
LED and solar, glass and optical coating, scientific
instruments used in life sciences, researchinsti-
tutesfocused onrenewable energy, high-energy
lasers and nanotechnology, pharmaceuticals,
heat treatment, lithium-ion batteries, and food
processing and packaging.

Abatement systemsinclude stand-alone and
customized solutionswhichintegrate vacuum
and exhaust managementtechnologies. Abate-
mentisrequired both to preventadverse chemi-
cal reacticnswithin production processes and
to comply with strict regulatory emission con-
trols. The business area also providesvalue-added
servicesincluding equipment monitoring, field
and on-site servicing, remanufacturing, service
upgrades and provision of spare parts and oils.

Market trends

Increased use of demanding materials and
extreme working temperaturesinprocesses
forsemiconductor and industrial preduction
+ Focus on energy-efficiency savings

» Continued trend towards companies being
compliant to strict regulatory emission
standards

Increased demand for digitally supported
service offers

Focuson total sclutions and total life-cycle
cost

.

Demand drivers

» Industrial production

» Manufacturing of semiconductors, research
and development equipment, lithium-ion
batteries, flat panel display and sclar energy
products

» Demand for energy-efficient vacuum pumps

* Increasein vacuumregquirements to support
new production processes

Vision and strategy
Thevision is to be Firstin Mind—First in Choice for
vacuum and abatement solutions. The strategy
focuses ontechnologyleadership, marketlead-
ership and agility, to support growth drivers.
This is done by focusing on productresearch and
development programs togetherwith deploy-
ment of highlyinnovative products and services.
Continued execution of market leadership will
be done by an organization focused on agility,
growing marketsharein ourtraditional heart-
lands and further expansicn of the geographical
footprint.

Additionally, the business area has astrong
focus endeveloping the service business and an
effident and flexible global cperations footprint.

Liguid ring pumps used in industrial applications

1160 metric tonnes of CO, avoided annually
which correspends to:

250
Energy savings: 40%

internal combustion engine
passenger cars drivenforone year

The Atlas Copco LRPVSD+line of intelligentliquid
ring pumps designed for theindustrial vacuum
market is auniqueblend of vacuum technelogy
and market leading VSD contrel. The range boasts
nine patent pending innovations and in variable
applications, significant energy savings of up to
40% compared with previous fixed speedinstalla-

26

Atlas Copco 2020

tions; championing process optimizationin appli-
cations with highlevels of vapor and liquids.

Customers can also experience substantial
water savings using this technology. By exchang-
ing existing single pass liquid ring pumps with the
enclosed recirculation system, water savings can
exceed 90%. Made possible by the unique auto-
flush feature, the LRP VSD+ can prevent build-up
of contaminants in the water system byrunning a
scheduled purge and refill, without interrupting
the customer’s preduction.

Sinceits launch, based on the units thathave
beenplaced into the market, Atlas Copco custom-
ershave saved an estimated 1250000 kwh inelec-
tricity and 259 000 m® of waterin comparisonwith
previous fixed speed installations. This amounts to

SHARE OF REVENUES

Service, 27% Equipment, 73%

Strategic activities

* Increase market coverage and improve
presence intargeted markets and segments

+ Fast introduction of highly inncvative prod-
ucts andservices offering better value and
improved energy efficiency

* Increased market penetration and coverage
through brand portfolic management

+ Perform more service on a higher share of
theinstalled base of equipment

* Increase organizations’ agility and ocpera-
tional efficiency

* Investin competence development

* Grow through strategically attractive
acquisitions

Competition
Vacuum Technigue’s principal competitors are:

Semiconductor market:
DAS Environmental Expert, Ebara, Kashiyama,
pfeiffer vacuum, Shimadzu Corporation

Industrial and scientific market:
Ingerscll Rand, Pfeiffer Vacuum and Busch

Market position
Aglobal marketleader for vacuum and
abatementsolutions.

a globalreduction inCO, emissions of 1160 tonnes
ortheequivalent of CO, from 250 passengercars
driven foroneyear.
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THE YEAR IN REVIEW - VACUUM TECHNIQUE

Products and applications

The Vacuum Technique business area offers an extensive range
of vacuum and abatement solutions to the market.

Dry vacuum pumgz for analysis
applications and research laboratories

Qil-sealed rotary vane vacuum pumps

The latest generation of cil-sealed rotary vane
pumps has beenrefined to produce a better qual-
ity of vacuum while extending the pressure range
overwhich the pump can operate. They are used
inawide variety of industrial, and research and
development applications.

Dry vacuum pumps

Dry pumps are oil-free pumping mechanismsto
createvacuum environments. They use ne lubri-
cants within the pumping mechanism and have a
series of available monitoring and control options.
Dry pumps are used extensivelyin many semicon-
ductor applications, as well asinindustrial pro-
cesses such as metallurgy, coating, drying and
solar. They are also used in scientificinstruments
such as scanning electronmicroscopes.

Turbomolecular pumps

Inturbomolecular, orturbo, pumps aturbine rotor
spinsrapidly to create avacuum. The defining
feature of a turbo pump is the highrotational
speed. These pumps are typically used in conjunc-
tionwith primarywet or dry pumps. They are com-
monly used in semiconductor applications and
research and development, industrial applications
and high energy physics.

Dry screw vacuum pump used in chemical
and other industrial applications

Liquid ring vacuum pumps

Liquid ring pumps are equipped with a fixed blade
impeller. Astheimpellerrotates, the liquid forms a
ring arocund the circumference of the casing. Stan-
dard liquid ring vacuum solutions are perfect for
usein humid, dusty and dirty environments com-
monlyfound in industrial processesincluding food
and beverage, mining, chemicals, oil, steel, cement,
plastics and textiles.

Abatement and integrated systems

Abatement systems are used tomanage gases and
other process byproducts from dry pump exhaust.
Abatementisrequired to prevent adverse chemical
reactions with production processes and to com-
plywith strict regulatory emission controls. Abate-
ment and integrated systems are primarily used

in semiconductor, flat panel display, solarand LED
applications.

Cryogenic pumps

Cryogenic pumps create vacuum by cendensing
(freezing) gas onto special arrays of cryogenically
cooled surfaces within the pump envelope.

The temperature of the surfaces can be below
20K/-250°Cto enable the capture of mostgas
species. Cryogenicpumps are used in aspectrum
ofhigh-technclogy research applications aswell
as inmanufacturing of semiconductor, flat panel
and optical devices.

MANAGEMENT Vacuum Technique, January 1, 2021

Integrated abatement system used in
the semiconductor industry

Cryegenic chiller

Innovations during 2020

several new products were introduced
during the year, including:

nXLi100D - anew abatement system with
supericr emission performance and module
designfor optimized service and produc-
ticnuptime.

Anewrange of Atlas abatement systems
withimproved performance to help custom-
ersreduce their greenhouse gas emissions.

nEXT730 and EXT230 turbomolecular
pumps offering customers high pumping
speed, flexible installation and intelligent
moniteringand centrol options.

MaxCool 2000, anew cryogenic chiller
offering increased productivity, advanced
communication options, and reduced
environmental impact of about 25% versus
comparable products.

Principal product developmentand
manufacturing units are located in:

The United States, Mexico, United Kingdom,
Czech Republic, Germany, SouthKorea,
China and Japan.

BUSINESS AREA PRESIDENT: Geert Follens

DIVISIONS:

. Vacuum Technique Service
President Eckart Roettger

. Semiconductor Service
President Troy Metcalf

. Semiconductor

President Kate Wilson

Semiconductor Chamber Solutions
President Martin Tollner

. Scientific Vacuum

President Carl Brockmeyer

Industrial Vacuum

President Koen Lauwers
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THE YEAR IN REVIEW — INDUSTRIAL TECHNIGQUE

Industrial Technique

Order volumes for equipment and service decreased due to significantly weaker demand from
customers in the automotive and general industry. The reduced order intake was evidentin all
regions. Despite challenging market conditions, the business area continued to invest in innova-
tion and digitalization. Machine vision and automated metrology were added to the product
offering through acquisitions.

Market development

The demand forequipmentand services
weakened significantly from customers in
both the automotive and general industry.
Intotal, the orderintake decreased 16%
organically.

Theservice businesswas negatively
affected by customers’ reduced production
levels and limitations to conducting field ser-
vice due to the Covid-19 pandemic. Order
volumes declined with decreased order
intakein all regions except North America,
where ordervolumes remained unchanged.

The ongoing pandemic and customers’
hesitation toinvest affected demand for
advanced industrial tools and assembly
solutions tothe automotive industry. Even
though key accounts invested inlong-term
strategic projects, ordervolumesdecreased
in all regions.

Thedemand forindustrial powertools
fromthe general industry also weakened sig-
nificantly with reduced ordervolumes in all
regions and most end-customersegments.

Market presence and organizational
development

The business area continued to investin inno-
vation and further strengthened its product
portfolio by introducing several new products
tothe market during the year. Atthe same
time, numerous actions were taken to adapt
costs in other areas, such as sales, marketing
and production, to the deteriorated business

REVENUES, MSEK

16 176

2019:18712

OPERATING PROFIT MARGIN

15.0%

2019:21.7%
RETURN ON CAPITALEMPLOYED

13%

2019:35%

28 Atlas Copco 2020

climate. However, investments were made in
enhancing digital customer interaction witha
new e-commerce platform and virtual prod-
uctdemotoolsasexamples. ALTURE: Main-
tain, a cloud-based data-driven service solu-
tion helping customers to optimize their
maintenance process, wasalso launched
during theyear.

The focus on reducing the environmen-
tal footprint continued, forexample with
theinvestmentinLED lighting in one ofthe
major plants in the United States.

New technology, machine visionand auto-
mated metrology, was added to the prod-
uct offering through acquisitions, and a new
division was created.

The business area invested inademo
center formachinevision solutions in the
United States during the year.

Acquisitions

The business area made three acquisitions
in2020:

* Scheugenpflug AG, aGerman supplier of
dispensing solutions, specialized in highly-
automated system solutions such as dis-
pensing cells and vacuum potting cham-
bers, was acquired in January. The com-
pany had 600 employeesand a revenue of
about MEUR 80 (MSEK 850).

ISRAVISION AG, a global machine vision
specialist headguartered in Darmstadt,
Germany, with more than 800 employees
and revenues of approximately MEUR 154

SALES BRIDGE

Ordersreceived Revenues

2019, MSEK 18267 18712
Structural change, % +8 +7
Currency, % -3 -3
Organic* % -16 -18
Total, % -1 -14
2020, MSEK 16254 16176

*Velume, price and mix

{MSEK 1 619} in the fiscal year 2018/19, was
acquired through a voluntary public take-
over offer. The settlement of the offerwas
completed on June 24 and in connection
with that a payment of MSEK9 028 {MEUR
860) was made to ISRAVISION's share-
holders. Togetherwith payments made
for previous share purchases of MEUR

150, Atlas Copco has paid MSEK 10 604
{MEUR 1010)for 92.19% of ISRA VISION.
On August 3, itwas announced that Atlas
Copco requested a squeeze out of minority
shareholders in ISRAVISION AG.On Decem-
ber 15, 2020, the shareholders’ meeting of
ISRAVISION AG resolved on a squeeze out,
which is expected to be finalized by the
end of the second guarter 2021.

* Perceptron, a US-based company special-
ized in automated metrology with 300
employees and revenues of MUSD 62.3
{MSEK 516)in the fiscal year 2020, ending
June 30.

Revenues, profits and returns

Revenues decreased 14% to MSEK 16 176
{18712), corresponding to a 18% organic
decline. The operating profitdecreased 40%
to MSEK 2 42244 069), and includes items
affecting comparability of MSEK 190, related
to restructuring costs. The operating margin
was 15.0% {21.7). The adjusted operating
marginwas 16.1% (22.4), negatively affected
by significantly lower revenuevolumes, dilu-
tionsfrom acquisitions and currency. Return
on capital employed was 13% (35).

ORDERS RECEIVED, REVENUES
AND OPERATING MARGIN

MSEK %
25000 — —— )5
20000 20
15000 NI
10000 10
5000 -5

2017 2018 2018 2020

Il Ordersreceived, MSEK
Revenues, MSEK
Operating margin, %
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THE YEAR IN REVIEW — INDUSTRIAL TECHNIQUE

ORDERS RECEIVED BY
CUSTOMER CATEGORY

Other, 10%

Service, 5%
Construction, 5%

Processindustry, 4% ‘

General manu-
facturing, 19%

Electronics, 3%

Automotive, 54%

The market

The automotive industry, including sub suppli-

ers, is a key customer segment, and the appli-
cations served are primarily assembly cpera-

tions. The automotiveindustry hasbeen at the

forefrent of demanding more accuratefas-
tening tools that minimize errorsin produc-
tion and enable recording and traceability of

operations. The business area has successfully

developed advanced electricindustrial tools

and assembly systems that assist customersin

achieving fastening according to their speci-
fications and minimizing errcrs and interrup-

tionsin producticn. Thisincludes a wide offer-

ing of quality assurance and quality improve-
mentsolutions. With increasing demand for

electriccars and increased use of lighter mate-

rials, the automotive industryis locking to
alternative assembly solutions. The market

demands new assemblytechnclogies such as
dispensing equipment for adhesives and seal-

ants as well as self-pierce riveting equipment
andrivetsto caterthese needs.

In general industry, industrial tools are used

in anumber of applications, such as assembly,
drilling and material removal. Customers are

found in assembly operations, e.g. in electronics,

aerospace, appliances, energy, off-highway
vehicles, general industrial manufacturing,
the energy secter, foundries, metal and paper

production, advanced materialmanufacturing,

and amongmachine tool builders. The equip-

ment supplied includes assembly tools for awide

torquerange, drills, percussive tools, grinders,
and accesscries. Air motors are supplied

separately for differentindustries and applica-

tions.
The business area offers machine vision
solutions that areused indiscrete production,

such as the automotive industry, and in contin-

uous process production applications, such as

metal and paper production, advanced material

manufacturing, and solar panels.
Thereis a growing demand for service, e.g.

REVENUES BY REGION

Asia/Oceania, 27% North America,

31%
Africa/
Middle East, 2% I
South

|

Europe, 38% America, 2%

Market trends

Automationin customers’ production
Digitalization and demand for connectivity
inproduction

Increased demand for electricvehicles
Higherrequirements for quality, productiv-
ity, flexibility and ergonomics, and increased
demand forinline quality contrcl

Increased focus on renewable energy and
storage

Use oflight-weight material in transportation-
related industries

.

.

Demanddrivers

+ Industrial production

Capital expenditure in the automaotive
industry

Changesinmanufacturing methods and
higherrequirements, e.g. quality assurance
and flexibility

.

Vision and strategy

Thevision isto be Firstin Mind —Firstin Choice
asasupplier ofassembly solutions, machine
vision, quality assurance products, software,
material removal products, and services to
customersin the automotive and general
industries. The strategyis to continue to

grow the business profitably by building on
technological leadership and continuously
offering products and services thatimprove
customers’ productivity, flexibility, quality,
safety and ergonomics. Key strategicinitiatives
include adjusting the preduct offer to meet
increased automationin customers’ production
processes, and previding additicnal service,
know-how and training.

Thebusiness areais also increasing its
presence in targeted gecgraphical markets.
The presenceis enhanced by a brand portfolio
strategy. The business areais activelylocking at
acquiring complementary businesses. Growth
should be achieved in away that is economi-
cally, envircnmentally and sccially respensible.

SHARE OF REVENUES

Service, 28%

Equipment, 72%

Strategicactivities

Increase market coverage and improve
presence in targeted markets/segments
Develop new innovative productsand solu-
tions, offeringincreased quality and produc-
tivity, improved ergonomics and reduced
environmentalimpact

Furtherincreased focus on automation and
digitalization, threugh connected products
and solutions, to support customers’ produc-
tivity and flexibility

Extend the product and service offering at
current customers and adjacent segments
and applications

Increase share of proactive services and the
share of service on theinstalled base
Increase operational efficiency

Invest in competence development

Acquire complementary businesses and
integrate them successfully

Competition
Industrial Technique’s principal
competitors are:

Industrial tools business:

ApexTool Group, Ingersoll Rand, Stanley
Black & Decker, Uryu, Bosch as well as several
local and regional competitors

Adhesive and sealant equipment:
Nordson, Graco, and Dirr

Self-pierceriveting:
Stanley Black & Decker, and Béllhoff

Machinevision:
Zeiss, VMT, and Inos

Market position
Aleading market position globally inmost
ofitsoperations.

maintenance contracts and calibration services
thatimprove customers’ productivity.

By supplying screws uninterrupted, the HLX 70
magazinesupports the automotive industry to
reduce the consumption of compressed airused
when fastening the lid of the battery tray, whichis a
costlyresourcein production. Italso increases pro-
ductivity byrealizing shorter cycle times. Every sec-
ond of the autometive-batterylids assemblyuses
flow-drill fastening. When connecting the battery
coverwith the tray, large quantities of screws need
to be processed, within short cycle times. In orderto
ensure secure joints and serviceability of the bat-
tery, areliablebut also removable fasteningis
needed. The K-Flow HLX 70magazine enables a fast
application withits capacity of up to 70 screws,

Magazine for battery
manufacturing in the
automotive industry

without interruption within the process.
Ina typical battery-cover process, the
magazine solution can achieveup to
one-third faster cycle times and reduce
up to 64% of the energy consumption,
forfeeding cne screw comparedtoc a
standard blow-feed system.

Using the K-Flow HLX 70 magazine can
save anequivalentto 181 metrictonnesof CO,
emissions yearly comparedto the standard
system. This corresponds to emissions from 39
passenger cars driven for one yearbasedonthe
estimated use of the magazine for 2.2 million sold
electrical vehiclesin 2019.

181 metrictonnes of CO, avoided
annually which corresponds to:
39 engine passenger cars
driven forcne year
Energy savings: 64%

internal combustion

Atlas Copco 2020 29
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THE YEAR IN REVIEW — INDUSTRIAL TECHNIGQUE

Products and applications

The Industrial Technigue business area offers the most extensive range of industrial power
tools, assembly systems, and machine vision soluticns on the market.

3

Handheld battery tool for
assembly applications

Industrial assembly tools and solutions
Advanced assembly tools and systems are used
inthe autemotive industry and general industrial
production such as aerospace, off-highway,

and electronics. The business area provides a
broadrange of pneumatic, hydraulic and electric
assembly tools, control systems, and associated
software for safety-critical tightening. These
systems generallymake itpossible for customers
1o collect, record, and process assembly datain
their production.

Self-pierce riveting solutions, adhesive
dispensing and flow drill fastening equipment
Self-pierce rivets, adhesive, and flow-drill fasteners
are primarily used in the automotive industry
driven by the increased use of light materialsin car
production. The business area offers self-pierce
riveting tocls and rivets, dispensing equipment
foradhesives and sealants as well as flow-drill
fastening equipment.

Sensors for machine
vision sclutions

Material removal tools, drills and other
pneumatic products

Pneumatic and electricindustrial grinders, drills
and percussive tools are used in several industrial
applicaticns, forexample inmetal fabricaticn
and aerospace production. The business area also
offers airline infrastructure for optimization of
pneumatictools, and airmotors that are used as
drive unitsin variousindustries and applications.

Machine visionsolutions

Machine vision is cne of the key technologies for
industrial automation and digital manufacturing.
The core competence involves the development of
surfaceinspection systems and 3B machine vision
products. The combination of high-performance
cameras and illumination units, specialized
software and business intelligence architecture
allows for detailed analysis of production flows

and quality assurance in awide range of industries.

Principal product developmentand
manufacturing units are locatedin:
Sweden, Germany, Hungary, United Kingdom,
France, China,Japan, and the United States.

MANAGEMENT Industrial Technique, January 1, 2021

30 Atlas Copco 2020

Self-pierce riveting
system

Dispensing unit for application
of adhesives and sealants

Innovations during 2020

Several new products were introduced
during theyear,including:

QA Station MT, a new portable quality
assurance stationforassembly tools allow-
ingquick and easytorque checks and guid-
ance forimproved process qualityin custom-
ers’ production.

TensorICB, a newhandheld batterytool for
assembly applications offering improved
flexibility, accessibility and ergonomics.

Smart.Adjust, anewproductthat combines
visual bead inspection andindustrial dispens-
ing, optimizing the dispensing applicationin
battery production.

TheEFBC, an electricwireless assembly tool
forrobot applications, particularly designed
for cobotintegration.

BUSINESS AREA PRESIDENT: Henrik Elmin

Divisions:

-

. Industrial Technique Service
President H&ékan Andersson

. MVl Tools and Assembly Systems
President Lars Eklof

. General Industry Tools and Assembly Systems
President Carl von Schantz

4. Chicago Pneumatic Tools
President lvo Maltir

. Industrial Assembly Solutions

President Berthold Peters

Machine Vision Solutions

President Enis Ersu

~

w

w

>
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Power Technique

THE YEAR IN REVIEW — POWER TECHNIQUE

The order intake for equipment, service, and specialty rental solutions decreased significantly
due to lower demand in most regions. Order volumes for equipment in North America, in
particular, did not reach the previous year's high level. Costs were adjusted to align with the
changing business climate while the focus on innovation remained.

Market development

The demand for equipment, service, and
specialty rental solutions decreased, particu-
larly in the middle of the yearand asa result
of the Covid-19 pandemic. In total, the order
intake decreased 12% organically.

QOrdervolumes forthe specialty rental
business were on a high level at the begin-
ning of the year. However, the orderintake
decreased sharply after the first quarteras
customers’ projectsand investments were
postponed. The order intake decreasedin all
regions except South America.

Thedemand for service also weakened
with decreased orderintake in all major
regions except Europe, where ordervolumes
were essentially unchanged.

Equipment demand for portable compres-
sors, construction and demolition tools,
powerand flow equipment, such asgenera-
tors and pumps, declined significantly. The
order intake decreased in all regions, espe-
ciallyin North America where large orders
from equipment rental companies were not
repeated, and in Africa/Middle East.

REVENUES, MSEK

12106

2019:13 915

OPERATING PROFIT MARGIN

13.2%

2019:16.6%

RETURN ON CAPITAL EMPLOYED

18%

2019:28%

Market presence and organizational
development

The business area maintained its focus on
innovation and continued to investin prod-
uct development. Several new products,
such as portable compressors, generators,
light towers, and energy-storage eguipment,
were introduced during the year.

Costs within several areas were adjusted
to deal with the deteriorated business cli-
mate, and the agile business model proved
to be efficient. The businessarea’s overall
strategy remained unchanged, but more
digital initiatives were initiated both in oper-
ationsand in customer interactions. Invest-
ments were madein digital market presence,
forexamplevirtual productlaunches, cus-
tomerwebinars, and digital marketing.

In operations, investments were made in a
new depot forthe specialty rental businessin
Texas, United States.

Thework toreduce the environmental
footprint progressed, forexample by con-
verting to renewable energy when testing
combustion engine-driven compressors.

SALES BRIDGE

Crdersreceived Revenues

2018, MSEK 13954 13915
Structural change, % +1 -+1
Currency, % -4 —4
Qrganic* % -12 -10
Total, % -15 -13
2020, MSEK 11810 12106

* Volume, price and mix

Revenues, profits and returns

Revenues decreased 13% to MSEK 12 106

{13 915), corresponding to a 10% organic
decline. Operating profit decreased 31% to
MSEK 1 594 (2 308), including items affecting
comparability of MSEK -50, related to
restructuring costs. The operating margin
was 13.2% {16.6). The adjusted operating
margin was 13.6% (16.6), negatively affected
primarily by lower revenue volumes and sales
mix. Return on capitalemployed was 18% {28).

ORDERS RECEIVED, REVENUES
AND OPERATING MARGIN

MSEK %
25000 25
20000 20
15000 15
10000 - 10
5000 -5

2017 2018 2019 2020

Il Ordersreceived, MSEK
Revenues, MSEK
Operating margin, %
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THE YEAR IN REVIEW — POWER TECHNIQUE

ORDERS RECEIVED BY
CUSTOMER CATEGORY

Other, 20% General manu-

facturing, 20%
Electronics, 1%

.

Service, 8%

Construction, 35%

Process
industry, 16%

REVENUES BY REGION

North

America, 26%

|

Asia/Oceania, 22%

Africa/

Middle East,10%

Europe, 36%

South
America, 6%

The market

Themarket for air, power and flow sclutions
has alarge number of participants offering a
wide product range for different applications.
The PowerTechnique businessareafocusescna
selected number of applications.

Multiple segments are served by the
business area’s offering. General and civil
engineering contractors, often involvedin
infrastructure projects, demandlight construc-
tion tools. Mobile compressors, generators,
light towers and pumps provide reliable power
sources fortools and applicationsinthe
construction sector and numercusindustrial
applications.

Contractors and rental companies are
important customers for service, including

spare parts, maintenance contracts and repairs.

Market trends

+ Higherrequirements for productivity,
flexibility and ergonomics

* Increased focus onenvironment and safety

= Equipment connectivity

+ Increased demand for service support/
contracts

Demand drivers

» Infrastructure growth
» Industrial production

* Emergencyrelief efforts
« Engineregulations

Vision and strategy

Thevisionis to be Firstin Mind—Firstin Choice
provider of on-site air, power and flow solutions
for sustainable productivity.

Thestrategyis to grow by developing Atlas
Copco’s market positicn and presence asa
global supplier within portable compressors,
pumps, generators and light towers, along
with arange of complementary, market specific
niche preducts, such as high-pressure boosters.
The strategy alsc includes further development
of specialty-rental services as well as the service
business; increasing revenues by cfferingmore
services to more customers. Growth should be
achievedin a waythatis economically, environ-
mentally and socially responsible.

Efficient light tower used atconstruction sites, events and mine sites

572 metrictonnes of CO, aveided annually

which corresponds to:
internal combusticn engine

124 passenger cars driven for oneyear
Energy savings: 40 )

The HiLight H6+ light tower, whichis used to illumi-
nate constructionsites, events and mine sites,
comes with Atlas Copco’sinnovative HardHat®
body, made of medium-density polyethylene
rather than metal to protect the working operation
underneath from the elements as HardHat® is rust-
free and morercbust. The HiLight H&+ featuresa
new generation of LED floodlights that provide

Atlas Copco 2020

optimal light distribution up tc a6 000 m2area,
15% brighter thanthe market average. The light
tower has a dimming function te provide theright
luminesity at each mement, delivering up to 40%
CO, savings compared tosimilarlight towers and
extending the number of hours the machine can
operate without replacing the fuel to over 300. The
contrel panel has a dedicated side-door to improve
accessibility. The LED lighting units have alifespan
of 50000 hours as compared with 30 000 whichis
standard in the industry. In addition, the HiLight
H6+ delivers asignificant reduction innoiselevels.

Based on the total sales forecast of the unit for
2021, customers can reduce CO, emissions by
arcund 572 metrictennes per year, comparedto
the predecessor model, which translatestc 124
passenger cars drivenforone year.

SHARE OF REVENUES

Service, 11% Equipment, 59%

Service (specialty
rental), 30%

Strategic activities

Increase market coverage and improve
presence in targeted markets/segments
Capture sales and service synergies
Develop new sustainable products and
solutions offering enhanced productivity,
safety andreduced environmentalimpact
Investin design, development and produc-
tion capacity in growth markets

Develop more competitive offerings with
different value propositions

Perform more service on ahigher share

of the installed base of machines
Develop the service business

Increase operational efficiency

Investin employees and competence
development

Acquire complementary businesses and
integrate them successfully

Competition

Power Technique's principal competitors
include Doosan, Generac, Kaeser, and Sullair.
Inaddition, there are a large number of com-
petitors operating locally orregionally.

Market position
Aleading or strong market position glebally
inmost of its operations.

04.08.2022 kl 12:32

Brgnngysundregistrene

Side 54 av 164



__- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 910324381

.

Portable medium-pressure
compressor

Products and applications

The Power Technique business area offers a range of products for
selected applications in civil engineering, construction and demolition.

Portable compressors

Pertable oil-injected compressors are primarily used
inconstruction applicaticns where compressed
airisused as a power scurce forequipment, such
aspneumaticbreakers and rock drills. Portable oil-
free compressors are rented by customers te meet
atemporary need for cil-free air, primarily inindus-
trial applications. Electric portable air compressors
generate less noise compared to compressors with
combustion engines, and areideal forlow noise
and emission zones orindoor applications.

Boosters

When extrahighpressure is needed, boosters are
used to boostthe airfed by portable compressors.
This high-pressure airis mainly used in the drilling
industryand in oil and gas applications.

Generators

Pertable generators fulfill a temperaryneed for
electricity, primarilyin construction applications.
Other commongenerator applications are power
supply forevents, emergency power and powerin
remote locations.

MANAGEMENT Power Technique, January 1, 2021

Generator

Lighting towers
Lighting towers provide light for safe
operations 24/7.

Pumps
Portable diesel-driven pumps and submersible
electric pumps, primarily for water.

Construction and demolition tools

Hydraulic, pneumatic and gasoline-powered
breakers, cutters and drills offered to construction,
demolition and mining businesses.

Principal product developmentand
manufacturing units are locatedin:
Belgium, Spain, the United States,
China and India.

DIVISIONS:

-

N

. Specialty Rental

w

. Portable Air

4, Power and Flow

THE YEAR IN REVIEW — POWER TECHNIQUE

Handheld
pneumatic breaker

Surface pump

Innovations during 2020

Several new products were introduced
during the year, including:

Anew range of EU-stage V compliant
generators with variable speed motors cffer-
ing about 5% lower fuel consumption than
theindustry average and a 20% smallerfoot-
print than comparable products.

XAS 188,anew portable compresser with
improved efficiency, anew controllerfor ease
of use, dual teol capability, and aspillage
free frame te protect the environment from
contamination.

HiLight H6+, anew light tower with the
lowest noiselevel onthe market, and next
generation LED lights toensure low cpera-
tional costs for the customer.

Several new models of the XASrangepor-
table compressor with low weight, lowered
emission levels, digital control and the ability
torun various applications with different
pressurelevels.

President Ray Lofgren
President Bert Derom

President Adrian Ridge

BUSINESS AREA PRESIDENT: Andrew Walker

. Power Technique Service
President Stefaan Vertriest

Atlas Copco 2020
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THE YEAR IN REVIEW — SUSTAINABILITY

Delivering lasting value in
a sustainable way

At Atlas Copco, we are committed to being part of the solution for a better tomorrow. Qur mission is to achieve sustainable,
profitable growth. This means innovating with a life-cycle perspective and supporting our customers to meet their
sustainability ambitions. It means minimizing environmental impact from our operations and products. It means making
sure that our employees are safe and healthy and that our company stays lean and efficient. It also includes growing in

a way that is ethical, with respect for human rights and zero tolerance for corruption throughout the value chain.

To deliver lasting value forcustomers and all
stakeholders, Atlas Copco focuses on the
following areas for sustainability: products
and service, people, safety and well-being,
ethics, and the environment. We regard
them, along with profitability and growth,
as necessary to achieve long-term success.
Atlas Copco’s Board of Directors approves
thesefocus areas, aswell as the related key
performance indicators {KPIs)and goals.
Progressin relation to the Group KPls is

monitored quarterly by Group Management.

Most of theimplementation is handled by

thedivisions, which set targets that support
the achievement of the Group’s goals.
Divisions and business area management
continuously monitor the progress. Prog-
ress in relation to the goalsin these areas is
part of the variable compensation for Group

Management aswell asfor other employees.

Qur drive to innovate supports the con-
tinuous development of highly energy-
and resource-efficient products with low
environmental impact. As we regard our
employees as our most valuable asset, we
prioritize healthy and safe working condi-

tions and fair developmentopportunities.
We live by the highest ethical standards
and demand the same from our busi-
ness partners. This ensures the safety and
well-being of our colleagues, safequards
ourculture, protectsthe business from risk,
enablesgrowthand promotesethical
behavior in society.

Through curoperations, values and
processes, Atlas Copco contributes to
the achisvement of the UN Sustainable
Development Goals and its targets.

For moreinformation, see pages 35-43.

n

Our drive to innovate
supports the continuous
development of highly
energy- and resource-
efficient products with low
environmental impact

Focus Products and service People Safety and well-being Ethics The environment
areas |
N 7/
N @) [
4 N\ \'J |
; . e
Material — Product eco-efficiency — Employee satisfaction — Occupational health, —Business ethics and —Climate change
issues _ Life-cycle perspective and engagement safety and well-being integrity — Energyuse and
_ Product innovation — Diversity and —Human rights efficiency
nen-discrimination _ _
— product quality and Transparerycy and Waste
safety accountability _\Water use
—Responsible supply
chain
Readmore | Page35 Pages 36-37 Page 38 Pages 39-40 Pages 41-43
34 Atlas Copco 2020
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THE YEAR IN REVIEW — SUSTAINABILITY: PRODUCTS AND SERVICE

Bringing value to customers through
an innovative mindset

Atlas Copco is a leader in the technological development to optimize customers’ productivity, energy efficiency
and safety. Our high-quality service offerings ensure that customers get the most cut of every investment.

PRODUCTS NP
AND - w -
SERVICE =0

Vision: Our products create lasting
value and make a positive impact

Action: We take a life-cycle
approach to innovation

Atlas Copco has astrong innovative spirit and
continuously launches new productsthat set
new industry standards. Currently, the Group
has 6 400 patents, linked to around 2 100
inventions.

We have strong relationships with custom-
ers in leading positions in their industries.
Adeep understanding of these customers’
applications and needs is fundamental to
maintaining Atlas Copco’s leading position.

Alife-cycle approach

Atlas Copco takes a life-cycle approach to
innovation. In 2020, we adopted a Group-
standard life-cycle design method forcalcu-
lating a product’s carbon footprint during
the design phase. The Product Carbon Foot
Printing toolincludesthe carbonimpact of
all aspects of the product’s life cycle, from
choice of materials to product use, recycling
and disposal.

All design projects for new or redesigned
commercial products must set targetsfor
reduced carbon impact. The divisions set
theirown target for the percentage of proj-
ects forneworredesigned commercial prod-
ucts that willachieve a significant carbon
impact reduction. A significant reduction is
defined asa 5% or lower carbon footprint
overthe product’s life cycle, compared to the
most comparable Atlas Copco product.

Strong service offeringsand smart product
design help minimize waste and maximize the
value of customers’ investments_ Atlas Copco

has several service divisions, which ensure the
repair and reuse of used products, extending
theiruseful life and minimizing waste. Prod-
uctssuch as stationary compressors, vacuum
products and industrial tools are designed so
that they can be returned, refurbished and
resold as used equipment. Aworldwide net-
work of service technology centers repairand
remanufacture used productstoas-newstan-
dards. Such used equipment meetthe same
high standards as when they were newin
terms of quality, performance and energy effi-
ciency, contributing to increased circularity.
Further, certain Atlas Copco units take con-
taminated products, which otherwise would
needto be disposed of as hazardous waste,
and return them to full operation.

Modular design can support sustainabil-
ity as it enables easy disassembly of a prod-
uctand recycling of materials. In thisway,
partscan more easily be replaced, which pro-
longs the life of the product and contributes
to avoiding waste generation.

Efficiency, productivity and safety
Today's environmental and societal chal-
lenges present business opportunities for

a company like Atlas Copco. Customers
request equipment and service that increase
productivity and that are resource-and
energy-efficient, safe and ergonomic, and
contribute to the customers’ sustainability
ambitions.

One of the Group’'s mostwell-known and
groundbreaking innovationsisthe VSD {vari-
able speed drive) technology in compres-
sors. Thisis an example of an innovative tech-
nology which helps customersincrease their
energy efficiency, reduce carbon-dioxide
{CO,) emissions and atthe same time reduces
cost. The technology is now available in gen-
erators, pumpsand stationary as well asin
portable compressors. Read more about
how Atlas Copco’s innovative products save
energy, contribute to lower CO, emissions
and support customerson pages 22-33.

Digitalization enables sustainability
Digitalization isa key enabler for sustainable
solutions in many industries. Digital solutions
may lead to better use of materials and less
need for transportation, thereby contribut-
ing to both customers’ and our own sustain-
ability ambitions. Increased connectivity and
big data can be harnessed to transformthe
efficiency of industrial processes. Anincreas-
ing share of Atlas Copco's engineerswork on
product development projects where soft-
ware development, connectivity and big
dataare important parts.

Increasingly, digital and data-driven ser-
vice and products are part of the offer. Dig-
italization brings value to our customers in
almostall parts of their operationsand pro-
cesses and several products are directly
linked to increased digitalization. Asthe
manufacturing industry is becoming increas-
ingly digitalized, Atlas Copco alsoworks with
customersto increase the uptime of prod-
ucts, thus increasing customers’ competi-
tivenessand resource efficiency. One exam-
ple is the SmartLink data-monitoring system
forcompressors. A growing number of com-
pressors are connected globally, enabling
continuous monitoring of their status aswell
as predictive maintenance.

Atlas Copco contributes to the following
Sustainable Development Goals:

9.4 By 2030, upgradeinfrastructure
and retrofitindustries to make
them sustainable, with increased
rescurce-use efficiency and greater
adoption of clean and environmen-
tally sound technclogies and
industrial processes.

12.5 By 2030, substantially reduce waste
generation through prevention,
reduction, recycling and reuse.

g ezl 12 g

QO

KEY PERFORMANCE INDICATORS Goal 2020 2019 2018 Comment
Projects for new or redesigned preducts with geals for reduced envirenmental Reported in 2021
impact by 2021 100% - - -

Projects for new cor redesigned products that will achieve a significantly reduced
environmental impact, i.e. 5% or lower carbon footprint over the product’s life cycle.

Divisions set their
own targets

Atlas Copco 2020
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THE YEAR IN REVIEW — SUSTAINABILITY: PEOPLE

Passionate people create
exceptional things

Atlas Copco’s ambition is to be the most attractive industrial company in our target markets.
To make this happen, we must safeguard our strong values and enable the full potential of
our colleagues so they can deliver world-class solutions to customers every day.

PEOPLE

o@’

Vision: Qur culture of collaboration
and inclusion drives our success

Action: We help each other grow
and thrive

As aworld-leading provider of innovative
productivity solutions, Atlas Copcois depen-
dentonall of its talented, committed and
passionate employees. One of the Group’s
primary focus areas is to attract, developand
retain passionate people, allto be First in
Mind—Firstin Choice as an employerand to
achieve sustainable business success.

Aframework to align people success
with business success

Atlas Copco’s talent framework consists of
a common setof competencies aligned

r

PRI

with our core values and beliefs. The five
competenciesapplytoall colleaguesand
have been identified asthe most critical to
ourbusiness success. The framework is
designed tolink all core people practices
togetherand italignsthe Group’s people
strategy to our business strategy.

The talentframework breaks downkey
competencies into behaviorsthat drive
employee performance. It also emphasizes
the belief that every employee, regardless
of position, has a critical role in driving the
Group’s success.

The ability to attract talent

To stay competitive in a changing business
climate, we seek to attract new kinds of tal-
entand ensure that we explore the entiretal-
ent poolwhen doing so. Targeted employer
branding activities on a local level and the
Group’sinternal job market help ussecurea
healthy internal and external talent pipeline.
Astructured and uniform competence-hased
recruitment process ensures cultural fitand
diversity. As anemployer, Atlas Copco stands

out through a strong company culture, com-
bined with a global reach, focusoninnova-
tion, and a mission-driven mindset.

Developing passionate people
We have astrong culture of growing talent
by encouraging employeesto take account-
ability fortheir own career and learning jour-
ney.Bybeing curious and open to challenges
and opportunities, the employee drives her
own development, with continuous feed-
back and coaching from her closest manager.
Another key component is Atlas Copco’s
learning culture. We offer tools and targeted
learning content to promote professional
and personal development. Atlas Copco’s
learning managementsystem provides all
employees with an extensive library of digital
and classroom courses and programs, that
are relevant across the business or packaged
foraspecificsubject, function orrole.
Developing future-ready leaders is
another key pillar of the Group's people phi-
losophy. In 2020, we designed a new leader-
ship portfolio initially targeting our top 350
leaders. The portfolio offers personalized
learning through a flexible, modularset-up,
giving leadersthe opportunity to craftand
drive their own learning journey.

Covid-19 and dealing with uncertainty
Covid-19 has exposed the whole organi-
zationto a new and different reality with
increased focus on safety and well-being.
To supportboth managers and employees
during these difficult times, Atlas Copco has
launched toolkits covering support material
and learning on topics such as leading from
a distance, maintaining emotional well-be-
ing, as well as building resilience in times of
change and uncertainty. To build awareness
and transparency around the topic of phys-
icaland psychological well-being, the tool-
kits also include a podcast episode focusing

KEY PERFORMANCE INDICATORS Goal 2020 2019 2018 Comment
Degree to which employees agree there is cpportunity to Above benchmark The employment engagement
learn and grow in the company * (70) - —  surveyis conducted every
. two years.
Degree to which employees agree we have a work culture of Above benchmark
respect, fairness and openness*® (74) - 74 -
Share of female employees at year end 2030 30% 20.0% | 19.8% | 19.1%

* Scores based onscale 0-100 where O is “strongly disagree” and 100is “strongly agree”.
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JJ Diversity and inclusion
drive business success

on the Covid-19 crisis and its impact on the
human mind and body. The manager toolkit
also includes a pulse survey for instant feed-
back about the state of well-being in each
localteam and to stimulate an open dialogue
aboutthe results.

Diversity drives business success

We believe that diversity and inclusion are
critical to the success of our people and our
business. It fostersinnovation, strengthens
employee engagement and satisfaction and
that it leads to better decision making and
customer solutions. We want both male and
female role models in leadership positions,
we looktoemploythebest talent, and to do
so we explorethe entire talent pool.

With agoal of 30% women inthe orga-
nization by year-end 2030, the Group
addresses the issue of gender balance being
the biggest gap in the area of diversity. In
2020, progress was made towards better
genderbalance with 20.0% women in the
workforce{19.8)atyear end.

The Diversity and Inclusion Council,
chaired by President and CEO MatsRahm-
strom, includes representatives of all busi-
ness areas who meetregularly to followup
on action plans and results in the operations.
The work is mainly driven by business area
task forcesand ambassadorsin each oper-
ational entity. The council has established

DEVELOPING FUTURE-READY LEADERS

The world changes rapidly and so does the skills
and competendes required by our leaders. In
2020, Atlas Copco has designed and successfully
piloted a modular and flexible portfolio of learn-
ing programs starting with cur top 350 leaders as
target group. Atlas Copco partners with business
schools and global consultancy firms by leverag-
ing each partner’s core competence in design and
delivery of learning medule(s) supported by ex-
pert faculty. The modular setup allows us to reach
alarger number of leaders through more mod-
ernlearning methods, enabling them to design
their own learning journey. The new portfolio is
mapped against the five talent framework compe-
tencies, focusing on the key behaviors we would
like to see and develop in all employees. The lead-
ership pertfolio will support and complement
programs run on abusiness area, divisional and
regional/country level.

THE YEAR IN REVIEW — SUSTAINABILITY: PEGPLE

guiding principlesfordiversity and inclusion
based on best practices in the Group.The
operational entities are closely following up
on development regarding the percentage
of women in production and sales and ser-
vice, asmany of ourleadership roles require
experience inthese areas. Local diversity and
inclusion ambassadors are facilitating train-
ings, in topicssuch as bias awareness, that
canincreaseinclusion and a sense of belong-
ing. Diversity and inclusion trainings and
learning playlists, available to allemployees
through our learning managementsystem,
improve understanding of how our biases
arerelevantand come into play in our day-
to-day interactions, in recruitment and in
competence development decision making.

Safeguarding company culture

Atlas Copco’s company cultureisan import-
ant asset and avariety of activitiesare in
place to support and develop it. Recurring
workshops foremployees on company val-
ues, strategy and guidelines are carried out
to develop the culture. Acommon denom-
inator forboth values and practice ishelp-
ing each otheras colleagues and supporting
learning at work.

Atlas Copco’s global engagement survey,
which is conducted every two years, brings
importantinsights in four focus areas:
employee engagement, Group culture, safety,
and innovation. Theinsights are used to pro-
mote discussions regarding leadership and
culture, and shape actionsthat drive devel-
opment. The next survey will be conducted
in March 2021.

MASTER IN MARKET AND
SALES PROGRAM

During 2020, the Compressor Technique
business area conducted a 12-month
trainee program, the Master in Marketing
& Sales Program, that secures a flow of
talented and qualified sales and marketing
professionals. The program isfocused cn
enabling women already working for Atlas
Copco to move into this career path.

The program, which startedin 2012,
reflects and promotes the Group's cultural
diversity. The 2019-2020 cohort included
14 participants from 12 countries, and
10 were women. More than half of the
participants teck on new career challenges
after graduation in early 2020.

The Master in Marketing & Sales Program
targets employees currently working in
other functional areas. Participants receive
training within marketing, sales and
finance, as well as in company strategy,
personal leadership and communications, in
combination with the assigned sales role or
marketing project. Mcreover, participants
benefit from personalized coaching and
mentorship from senior divisicnal manage-
ment. Following its success, the program has
expanded from a divisional to a Compressor
Technique business area program. This gives
more employees the opportunity to partic-
ipate and gives Atlas Copco a competitive
advantage in attracting, developing and
keeping tomorrow’s talent.

Atlas Copco contributes to the following
Sustainable Development Goals:

5.1 End all forms of discrimination against
allwomen and girls everywhere.

5.5 Ensure women’s full and effective
participation and equal opportunities
forleadership at all levels of
decision making.

8.8 Protect labour rights and promote safe
and secure working environments for
all workers, including migrant workers.

Atlas Copco 2020
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THE YEAR IN REVIEW — SUSTAINABILITY: SAFETY AND WELL-BEING

Committed to safety and

well-being

We are committed to ensuring that our employees, additional workforce and others affected by
our operations work in a way that contributes to their overall safety and well-being. We encourage
awareness and safe behavior to prevent injuries in the workforce,

SAFETY AND
WELL-BEING

/

Vision: The way we work contributes
to our safety and well-being

Action: We look after each other’s
well-being

Safety and well-being is a core priority at
Atlas Copco. We pursue this by engaging
everyone in eliminating hazards, reducing
occupational health and safety risks in all
operationsand promotingthe immediate
reporting of near-misses and incidents.

Robust safety standards in place
We are committed to providing asafe and
healthy working environment for all our
employeesinall operations. The global
Safety, Health and Environmental policy
ensures that there are robust standardsfor
safety and well-beingin the workplace. We
seek to reinforce a culture and behavior that
contributeto the safety and well-being of
employeesand others affected by our opera-
tions, including contractors. Actions include
risk assessment and safety procedures, good
environmentwithinand around the work-
place, appropriate follow-up procedures,
transparent reporting and related training.
The Group’s Safety, Health, Environmentand
Quality council oversees the work and sup-
ports the organization with the develop-
ment of policies, processes and sharing of
best practicesin this area.

Alldivisions settargets and make action
planstoenhance awarenessand improve
behavior, policies and processes. Group

companies are required to have an Atlas
Copco verified Safety, Health, Environment
and Quality management system which is
documented, implemented and maintained
on an ongoing basis. Annual Safety Days
have been arranged in the Group since 2014.

Measuring progress

Progress is measured in safety reporting and
follow-up,and inthe employee engagement
surveyeverytwo years. Through the survey,
employees’ experience of the Group’s com-
mitment to their well-being is measurad.
The goal isthat an increasing partof our
employees agree that Atlas Copco takes a
genuine interest in theirwell-being.

To further strengthen the safety work and
to encourage a culture of increased trans-
parency, Atlas Copco usesa safety pyramid
to measure progress. The safety-related KPI
isto have a balanced safety pyramid, which
means that more near-misses than minor
injuries, and more minor injuriesthan record-
able injuries are reported. The pyramid
model supportstransparent reporting, risk
awarenessand encourages safe behaviorto
decreaserisks and ultimately prevent injuries
intheworkforce. The resultin 2020 was in
line with the Group’s goal of a balanced
pyramid. For more details about the model,
definitions and the results, see page 131.

Atlas Copco is highly decentralized and
regional and local policies and practices
complement Group processes, consistent
with ourvision and values.

Reaching for triple certification

Atlas Copco strives for all major operat-

ing units to be triple-certified according to
1509001, 150 14001 and OHSAS 18001/
150 45001. All production units with more
than ten employees and all customer com-
panies and rental companies with mora than

70 employees are to be triple-certified. The
OHSAS 18001/150 45001 certifications
involve regular risk assessments and fol-
low-up on conditions and safety-related
processes of both ourownworkplaces and
those of our contractors. See page 131.

IMPROVING SAFETY

In 2018, the Atlas Copco production facility
in Rock Hill, the U.S., introduced new safety
initiatives that have paid off. The facility
has gone two years without anincident or
accident.

General Manager Frederic Genestout
intreduced the program "See it, Say it, Fix it’,
which is communicated via many channels:
banners, trainings, safety talks, displays,
awards, monthly feedback, and intranet
team sites. The displays show examples of
employee suggestions forimprovement,
with before and after photos and a descrip-
tion of the results. The plant has eight safety
teams focusing on a specific aspect of safety,
each headed by a management team mem-
ber. Thereis also an emergency response
team of employees and an employee well-
being committee.

Atlas Copco contributes
to the following Sustainable
Development Goal:

8.8 Protect labourrights and promote
safe and secure working environ-
ments for all workers, including
migrant workers.

KEY PERFORMANCE INDICATORS Goal 2020 2019 2018 Comment

A balanced safety pyramid Yes Yes Yes —  The employee engagement
- survey is conducted every

Degree to which employees agree that the company takes a two years

genuine interest in their well-being Continuous increase - 69 - ’

* Scores based onscale 0-100 where Qs “strongly disagree” and 100is “strongly agree”.
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THE YEAR IN REVIEW — SUSTAINABILITY: ETHICS

Integrity, fairness and respectin
all our interactions

How we conduct ourselves globally is more than just a matter of upholding regulations, policy
and law; it's a reflection of our core values. We have an unwavering commitment to the highest
ethical behavior, including zero tolerance for human rights abuse, bribery and corruption.

ETHICS

Vision: We are known for ethical
behavicr, openness and respect

Action: We act with honesty
and integrity

Atlas Copco aimsto earn the trust of every-
one impacted by our operations, demon-
strating our commitment to ethical behav-
iorand human rights through ourwords and
actions. We expect the same high standards
of ourbusiness partners and work continu-
ously with our value chain to reduce risks and
achieve positive results for all stakeholders.

Qur ability to ensure that the highest ethi-
calstandards are applied dependson theval-
ues and behavior of our people and business
partners. Significant weight is therefore put
on communication, training and monitoring
to make sure that the values are known and
followed.

We assess the potential risksforbreaches
of the Business Code of Practice and train all
employees in its practical implementation.
Yearly e-learnings, which are mandatory for
allemployees, and classroom trainings lead
by managersinrisk countries, are Group KPls.
The annualsigning of the Business Code of
Practice, together with training, support
employees to identify and handle ethical
dilemmas and strengthen the awareness of
ourvalues and guidelines. This process rein-
force our high expectations on ourinterac-
tionswith each other, ourcustomers, and all
stakeholders inthe communities weserve.

Aresponsible value-chain approach
Working with business partners who share
our high standards regarding quality,

business ethics, the environment and resource
efficiency is necessary to effectively manage
risks, and to enhance productivity in the
value chain.

TheBusiness Code of Practice is the back-
bone of the responsible value-chain process,
reinforced by signed commitmentto follow
it, screening and audits, customer sustain-
ability assessment and targeted training. See
page 132.

Responsible sourcing practices

Atlas Copco has alarge international supplier
base, which presentssignificant challenges.
Purchased components representabout 75%
ofthe product cost.

We use arisk-based approach and prioritize
following-up significant suppliers who rep-
resent the bulk of the purchase value orwho
operate inmarkets with high corruption or
human-rights risk.

Significantsuppliers are evaluated on
parameters including price, quality and reli-
ability as well as key environmental, social
and ethical concerns. The parameters are
based onthe UN Global Compactand the
International Labour Organization’s Declara-
tion on Fundamental Principles and Rights at
Work. On-site visits are made to ensure com-
pliance. See page 132

TheBusiness Partner Criteria document
translates the Business Code of Practice into
practical reguirements and isavailable in
morethan 30 languages on our corporate
website. Allsignificant business partners
are required to state their compliance to the
Business Code by signing thedocument.

Distributors and agents

A Group goalrequiresthat all significant
distributors signthe Business Partner Criteria
document. Distributors who represent the
bulk of the sales value orwho operate in
high-risk markets are prioritized.

Sales compliance process

General managers, and ultimately the divi-
sional presidents, are responsible for the
implementation of the Group’s policies and
guidelines and to make sales decisions. The
Head of Group Compliance supports the
organization on trade compliance related
matters, including sanctions and export
control.

When relevant, we partner with custom-
ers to address human-rightsrisks in the value
chain. The customer assessment tool isused
toinvestigate potential environmental, labor,
human rights and corruption risks. In-depth
dialogue and field visits complement this tool.
Atlas Copco’s Compliance Board oversees the
implementation of and compliance with the
Business Code of Practice.

Zero tolerance against corruption
Atlas Copco does not tolerate bribery such
as the offering, promising, giving, accepting
or soliciting of an advantage, or corruption
inanyform, whether direct or through third
parties, including facilitation payments. Firm
actions will be taken on anyviolation. This
rule applies to allemployees as well as the
Board of Directors and to all business deal-
ings and transactions in all countrieswhere
Atlas Copco operates. The Board has explic-
itly stated that corruption or facilitation
payments are never acceptable in orderto
securea sale. This rule strengthens the brand
and contributes to fair market competition.
There are no negative consequences, such
as demotion or other reprisals, for refusing
to receive or pay bribes or for reporting viola-
tions. The Group’s misconduct reporting
system can be used by any stakeholder to
report perceived violations of laws or the
Business Code of Practice. The system is pro-
vided by a third-party actorand reporting is
anonymous.

KEY PERFORMANCE INDICATORS Goal 2020 2019 2018 Comment
Employees sign the Business Code of Practice 100% 99% 98% — | AllKPIs except ‘Significant suppliers
. . . . sign the Business Code’ were first
Employees trained in the Business Code of Practice 100% 99% 94% - : :
disclosed in 2019.

Managers in risk countries lead trainingsin the Business Code of Practice 100% 99% M% -

Significant suppliers sign the Business Code of Practice 100% 93% 90% 86%

Significant distributors sign the Business Code of Practice 100% 84% 59% -

Atlas Copco 2020 39
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THE YEAR IN REVIEW — SUSTAINABILITY: ETHICS

HUMAN RIGHTS INTHE VALUE CHAIN

Atlas Copco’s Business Code of Practice endorses the UN International Bill of Human Rights and
guides the businessinworking with all issues relating to ethical behavior, including human rights.

Business partners
HUMAN RIGHTS RISKS

Business partners not complying with
labor standards,including working
hours, forcedsbonded or under-age
laborand the freedem of association.
Cceurrence of conflictmineralsin
sourced products.

POLICIES

Atlas Copco hasintegrated the UN
Global Compact prindiples into business
partner evaluationand management.
Read more onpage 132.

ACTIVITIES

Prohibiting child labor and forced
labor, promoting adherence teinter-
national guidelines on working condi-
tions, envircnmental management
and freedom of association. Responsi-
ble sourcing practices, which covers
the occurrence of conflict minerals.

Atlas Copco’s own operations
HUMAN RIGHTS RISKS

Risks of violationsincluding poor
working conditions and discrimina-
tichin the workforce. Operations in
countries with highrisks cfhuman
rights abuse, including cerruption
and limited freedom of association.

POLICIES

Group goals and policies aim to create
safe, healthy and fair working
environments. The HumanRights
Policy and Business Code of Practice.
Read more onpage 129 and 131.

ACTIVITIES

Ensuringfair labor conditions, non-
discrimination in the werkplace and
therighttojein trade unions.
Training for allemployeesin the
Business Code of Practice, including
issues of working conditions, labor
rights and discrimination.

Customers
HUMAN RIGHTS RISKS

Environmental impact and un-safe
use of products, including substances
with potential health impact, and
risks of mismanaging custemer integ-
rity. Risks related to local communi-
ties, such aslandrights.

FPOLICIES

Preduct safety and environmental
standards. The Group is strengthen-
ingits approach using the UN Guid-
ing Principles on Business and
Human Rights. Read more on page
129and 131.

ACTIVITIES

Preduct safety, minimizing environ-
mentalimpact through usage of
products, security concerns and
issues related tocommunity reloca-
tion. Customer assessment tool
and Compliance Board oversight of
policyimplementaticn.

Community
HUMANRIGHTS RISKS

Risks of corruption and unethical tax
planning, impeding fair competition
and depriving people of theirrights
to critical societal functions such as
healthcare and educaticn.

POLICIES

The Business Code of Practice is the
main policy documentonanti-
corruption. The Group's tax policy is
available on the corporate website.

ACTIVITIES

Cemmunity engagement activities
increases access tohealth, education
and safe development of children
and vulnerable groups, as well as
disasterrelief. Training for all
employeesin the Business Code of
Practice, including on corruption.

Training for employees worldwide
All newemployees receive the Business
Code of Practice and are required to take an
annual e-learning and sign their compliance
with the Business Code. Both digital and
classroom training is provided globally to all
Atlas Copco employees, including the addi-
tionalworkforce.

Thetrainings are based on ethical dilem-

The fight against corruption is a central
aspectto working with human rights, since
corruption can cripple the governmental
bodies and processes needed to address
theissues. Lacking legal and political infra-
structure in some marketsisa potential
challenge. Bilateral engagement with for
instance civilsociety is crucial to success-
fully escalate issuesinsuch markets. Through

membershipsinlocal business associations
and in cooperationwith others, we collabo-
rate to further the Group’svalues.

Atlas Copcoworksthroughoutthevalue
chain covering the human rights of individu-
alsand groups who maybe impacted by our
activities or business relationships, see the
tableabove.

masinspired by actual casesfromthe orga-
nization. Managers in countries with higher
risk of corruption, human rightsviolations
orenvironmental risks are required to lead
annualin-depth classroom training with
theiremployees.

Approach to human rights

Atlas Copco is committed to the UN Guiding
Principlesfor Business and Human Rights
and have an ongoing process to identify,
prevent and mitigate the impacton human
rights related to our business. Atlas Copco’s
Compliance Board oversees the implemen-
tation of and compliance with the Business
Code of Practice and our commitmentto the
UN Guiding Principles.

ETHICALDILEMMA TRAININGS

Thedilemmas are based mainlyonreal cases from the
organization. The topics include discrimination, environ-

Atlas Copco contributes to the following Sustainable
Development Goals:

40

8.7 Take immediate and effective measures to eradicate forced
labour, end modern slavery and human trafficking and
secure the prohibition and elimination of the worst forms
of child labour.

8.8 Protect labourrights and promote safe and secure working
environments for all workers, including migrant workers.

16.5 Substantially reduce corruption and bribery in all their forms.

ment, harassment, working conditicns, conflicts of inter-
est,and bribery. Employees are presented with a chal-
lenging situation to discuss, and should choose one of
three options on how to handle the situation. The answer
explains the reasoning for the best course of action and
the connection to Atlas Copco’s policies or guidelines.
Managers are provided with a facilitator guide to help
themlead the discussion.
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THE YEAR IN REVIEW — SUSTAINABILITY: THE ENVIRONMENT

Minimizing our environmental

impact

We strive to minimize our impact from water, energy and material consumption and to reduce
greenhouse-gas emissions. We want to take an active part in combating climate change while
seizing the business opportunities related to this global concern.

THE
ENVIRONMENT

a3

Vision: Qur processes minimize
ourimpact on the environment

Action: We use resources
responsibly

Atlas Copco focuses on developing new
products with a lower carbon footprint over
theirentirelife cycle, on reducingthe CO,
emissions from our goods transport and
energy in operations, reducing water con-
sumption as well asthe waste we generate
while maintaining high levels of recycling
and reuse of waste. Major production units
have switched to renewable energy sources,
including investments in onsite solar power.
We keep track of the various kinds of waste
created in the production process, including
regulated or hazardous waste. Scrap metal
constitutes most of our waste, and nearly all
ofitis eitherreused orrecycled. Qurinnova-
tive products support customers to reduce
theirenergy use and carbon footprint.

The effects of climate change presents
enormous challenges tosociety asawhole.
Wewantto be part of thesolution and take
responsibility forourimpact. We reduce the
climate impact and increase resource effi-
ciency in our own operations. Most of the
CO, emissions of ourproducts occur when
the products are used by the customer.

Thetransformations needed to combat
climate change also bring opportunities.
Customers request energy-efficient prod-
ucts and solutions to decrease theircarbon
footprint. Qur ambition to meetthese needs
is high, and energy efficiencyis at the core

ofthe innovationsfor many of our products.
This has a positive effect on greenhouse-gas
emissions from the use of the products. With
the support we give our customers forthe
optimal use of our products and with ourser-
vice offer, even higher energy efficiency gains
are possible. The abatement systems that
remove highly potent greenhouse gases in
the semi-conductor industry is an example
of an Atlas Copco product with positive envi-
ronmental effects in industrial processes.

Use ofrenewable energy

To reduce climateimpact fromouropera-
tions, we strive to reduce our energy con-
sumption and to increase the share of renew-
able energy. In 2020, the percentage of
renewable energy used inouroperations
increased to 44% {41). In some markets,
renewable energy may not be readily avail-
able, orisonly aminorcomponent ofthe
country’s energy mix. This is a challenge for
our ability to meet our goal of reducing CO,
emissions from energy in operations. Since

a majority of our products use electricity,
national energy mixes also affecttheimpact
fromthe use-phase of products, and thereby
our value-chain footprint.

Reducing impact from operations and
transportation of goods

Atlas Copco’sambitionisto reduce the CO,
emissions from energy in operations and
transport of goods by half in relation to cost
of sales by 2030C. To achieve this, we under-
take awide range of actions. Buying renew-
able electricity from the grid, installing solar
panels, switching to bio-fuels in tests of
compressors, and implementing energy-
conservation measures are some examples.
To reduce CO, from transportation of goods,
collaboration with freight forwarders and

a restrictive use of airfreight are examples

of actions undertaken and planned. How-
ever, the nature of the business makes avoid-
ing airfreight complicated. Collaboration
with transport partners, and to some extent
technical developments, are key enablers to
achieve our ambitiousgoalin thisarea.

In 2020, the CO, emissions from energyin
operationsand transport of goodsin rela-
tion to cost of sales decreased by 12%. The
decreasein absolute numbers was 13%. The
main driver was lower production volumes,
aswell as actionsto reduce the use of air-
freight, and increased use of renewable elec-
tricity. Compared with the 2018 baseline,
CO, from energy in operations and trans-
portofgoods in relation to cost of sales has
decreased by 28%.

Reducing waste from operations
Reducing the volume of waste is an impor-
tant way to decrease the total environmen-
talimpactfrom production and increas-

ing circularity. Atlas Copco has successfully
increased the amount of reused, recycled
and recovered waste, and the level has been
consistently high forseveral years. Therefore,
focus is on decreasing the total volume of
waste. As of 2019, the total volume of waste
inrelation to costof salesisa Group KPL In
2020, it decreased by 3%, mainlyduetoa
decreasein production volume.

Water management

Waterisan increasingly scarce resource in
many parts of the world and access to clean
water is key to a sustainable development.
Atlas Copco’s overall water consumption is
relatively low due to our focus on assembly

ratherthan other resource-intensive activities.

Nevertheless, Atlas Copco seeks to decrease
the usage of waterand to increase its reuse

KEY PERFORMANCE INDICATORS Goal 2020 2019 2018 Comment

Carboen dicxide emissions from energy in operations and Suppliers with an Environmental

transport of goods (tonnes)/COS. Base year 2018. -50% by 2030 3.8 4.3 53  Management System was first
disd din2019.

Waste (kg)/COS Continuous decrease 581 597 667 isdosedin

Water consumption {m?)/COS Continuous decrease 7.2 7.2 8.7

significant direct suppliers with an approved

Environmental Management System Continuous increase 30% 28% -

Atlas Copco 2020
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and circulation. Innovative product design
and improved processes, such as liquid ring
pumps, also reduce water use for customers.

Atlas Copco has a KPI measuring consoli-
dated water consumption in relation to cost
ofsales. In 2020, the consumption of water
in relation to cost of sales was the sameas in
2019.The consumption in absolute numbers
decreased by 3%, mainly due to lower pro-
duction and one-time eventssuchas the
fixing of leakages.

Environmental risksin the supply chain
We recognize the importance of manag-
ing environmental risks in the value chain.
Atlas Copco workswith tier-one suppli-
ers using the business partner criteria and
jointly develop action plans. Smelters and

otherresource-intensive activities are often
tier-two suppliers, or further down thevalue
chain.

Suppliers’ commitment to the business
partnercriteria means that they take respon-
sibility to minimize the environmental
impactof products and services during man-
ufacturing, distribution and usage, aswell as
afterdisposal. Screening and audits are part

of the Group’s supplier management system.

To further reduce ourimpact along the
value chain, we measure the percentage
of significant direct suppliersthat have an
approved environmental management sys-
tem. In 2020, 30% of these suppliers met
this requirement. Read more about the
Group’s environmental impact and results
on page 13C.

Yo

POWERED BY THE SUN

Atlas Copco in Antwerp, Belgium, and
Power Technique’s product companyin
Rock Hill, U.S., have both installed solar
energy to help power the plants. The invest-
ments have brought both financial and
environmental benefits. In Antwerp, energy
production started in October 2019, and has
so farresulted in savings of about 460 tonnes
C0,. InRock Hill, savings amounted to just
over 500 tonnes of CO, emissionsin 2020.

Emissions of CO, from energy in operations and transport of
goods {tonnes)/cost of sales compared with baseline of 2018

= 3

6.4 By 2030, substantially increase water-use efficiency
across all sectors and ensure sustainable withdraw-
als and supply of freshwater.

7.2 By 2030, increase substantially the share of
renewable energy in the global energy mix.

7.3 By 2030, double the global rate of improvement
in energy efficiency.

Atlas Copco contributes to the following Sustainable Development Goals:

12.2 By 2030, achieve the sustainable management
and effident use of natural resources.

12.4 By 2030, achieve the environmentally sound
management of chemicals and all wastes through-
out their life cycle, and significantly reduce their
release to air, water and soil.

42 Atlas Copco 2020
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WATER FORALL:
EMPLOYEE COMMUNITY ENGAGEMENT

water for All is Atlas Copco’s main community engagement initiative. Through the
dedicated and passionate work of volunteering employees, Water for All funds
projects which empower people through access to clean drinking water, sanitation
and hygiene, thereby contributing tc healthy societies, free from conflict and
poverty. Women and young girls are particularly affected by the lack of water and
sanitation, and all projects supported by Water for All thus aim to positively impact
the lives of especially wemen and girls. All employee donations are matched with

twice as much by Atlas Copco.

In 2020, more than 60 water and sanitation projects were implemented with
Water for All funding in 34 countries, in total reaching more than 220 000
people. In response to the Covid-19 pandemic, Water for All organizations in
11 countries joined forces with the Peter Wallenberg Water for All Foundation
to support Syrian refugees living in tent settlements in Lebanon, preventing

the spread of the virus by providing water, sanitation and hygiene.

Atlas Copco employees contribute to the following
Sustainable Development Goal:

CLEAN WATER
AND SAMITATION

v

6.1 By 2030, achieve universal and equitable access
to safe and afferdable drinking water for all.

wyater for All is the main community engagement initiative of both Atlas Copco and Epiroc.
The numbers convey Water for All’s global achievements in 2020including both companies.

CLIMATE-RELATED INFORMATION

There are a growing number of voluntary reporting standards, initia-
tives and regulations concerning climate. Atlas Copco follows the de-
velopment closely, takes inspiration from these reporting guidelines
and seeks to address major areas of information sought. Our report-
ing on climate related risks and opportunities is a continuous improve-
ment project and the efforts to understand, report and act upon
climate topics is developing in a good pace.

Governance

Climate-related issues concern several functions and areas of expertise
inthe organization. The Board of Directors is responsible for the overall
strategy, organization, administration and management cf Atlas Copco.
This also includes climate-related topics. At an cperational level risks
and opportunities are governed by the Group Management and the
divisional presidents. Read more about our corporate governance on
pages 51-54.

Strategy

Atlas Copco assesses climate-related risks and opportunities with an
actual and petential impact on the company’s business and strategy.
The process for identification of risks and opportunities is centered at
the divisions. Market, regulatcry and physical risks related to climate
change are part of the risks identified and assessed.

Metrics and targets

Atlas Copce has targets for reducing the carbonimpact from our
operations, transport and products. There are KPIs forreducing the
lifecycle carbenimpact from new and re-designed products, carbon
emission reduction targets for energy in cwn cperations and from the
transport of goods, and for envircnmental management in the supply
chain. Read more about the targets and the progress made on pages
41 and 130.

THE YEAR IN REVIEW — SUSTAINABILITY: THE ENVIRONMENT

Market risks

Market shifts toward a low-carbon economy may impact the viability
of certain sectors and products. Atlas Copco’s continuous work to in-
crease the energy efficiency of our products helps mitigate theserisks.
This shift also represents a market cpportunity to continue develop-
ing highly energy-efficient products and may give rise to new business-
es and business models. Forinstance, increased generation of renew-
able energy, such as solar panels and wind mills, and the surge in pro-
duction of electrical vehicles, present both existing and future business
opportunities to previde products and services to these industries.

Regulatory risks

Climate and energy policy in the coming decades will gradually be
sharpened and faver companies that deliver energy-efficient preducts
and comply with sustainable practices. Among therisks are increased
energy prices and taxes, and regulations related to CO, or other green-
house-gas emissions. Through investment in innovative products via
research and development, more strict regulations will likely offer
opportunities for Atlas Copco.

Physical risks

Changing weather patterns may pose a physical risk tc operational
units or suppliers in areas in risk of rising sea levels, water scarcity or
viclent storms that could result in disruptionsin the production or
logistics chain. The physical risk is assessed at site level and safety
measures are taken if needed, as a part of the loss prevention program.
Atlas Copco has a global network of suppliers, which provides resil-
ience to local orregional disruptions.

Risk management

Climate-related risks, such as physical risks for operational entities or
market risks connected to products, are assessed at the divisional level
and are, if deemed relevant, included in the annual Enterprise Risk
Management process. An aggregated analysis of the identified risks
are presented to the Group Management annually. Read more about
the risk management process on page 44.

Atlas Copco 2020
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THE YEAR IN REVIEW — RISKS, RISK MANAGEMENT AND OPPORTUNITIES

Risks, risk management and

opportunities

All business activities involve risks, therefore there is a need for a structured and proactive
approach to manage the company's risks, both locally and centrally within the organization.
Well-managed risks can create opportunities and add value to the business while risks that

are not well-managed can cause incidents and losses.

Atlas Copco’s global and diversified business towards many customer
segments results in a variety of risks and op portunities geographically
and operationally. Thus, the ability to identify, analyze and manage
risksis crucial for effective governance and control of the business.
The aimisto achieve Group goals with a high risk awareness and well-
managed risk taking, in line with the strategy and within the frame of
the handbook of policies and guidelines The Way We Do Things. Atlas
Copco sees the benefits of an efficient risk management both from
risk reduction and business opportunity perspectives, which can lead
to good business growth.

The Group’s risk management approach follows the decentralized
structure of Atlas Copco. Local companies are responsible for their own
risk management, which is monitored and followed upregularly e.q. at
local business board meetings. Group functions forlegal, insurance,
sustainability, treasury, tax, controlling and accounting provide policies,
guidelines and instructions regarding risk management. This isregu-
larly audited by internal and external audits. Examples of risks and how
theyare handled in Atlas Copco are showninthe table in this section.

The Covid-19 pandemic has been handled as a crisis, resulting in the
activation of local, regional and central crisis committees, in line with
the established structure for crisis management. The crisis organization
has enabled reporting and the exchange of information and experi-
ence within the Group and contributed to decisions to ensure safe and
efficient handling of the situation and new challenges. The risk man-
agement processes have also been adapted tothe circumstances, activ-
ities have been digitized and temporary adjustments have been made
sothatthe processes can continue and contribute to increased risk
awareness and a focus on risk management.

Insurance

The Group Insurance Program is provided by the in-houseinsurance
company Industria Insurance Company Ltd. which retains part of the
risk exposure forthe following insurance lines; property damage,
businessinterruption, transport, and general and product liability.
Financial lines insurance and business travel insurance are managed
by the Group’s Insurance and Risk Management department. How-
ever, Industria is not the insurer for these two lines. Insurance capacity
is purchased from leading insurers and reinsurers by way of using
international insurance brokers. Claims management services are
partly purchased on a global basis from leading providers.Insurance
policies are issued on alocal basis to ensure compliance with local
insurance laws where required.

Loss prevention

The main purpose of Atlas Copco’s loss prevention process is to
prevent potential property losses and business interruptions. Atlas
Copco’s Loss Prevention Standard stipulates Group requirements in
regards of loss prevention for product companies and distribution
centers, including areas like: construction, safety systems, loss preven-
tion procedures and plansthat need to be prepared. To ensure align-

44 Atlas Copco 2020

ment with the standard and to support sites’ understanding of how
thestandard applies to each site, around 25 risk surveys are per-
formed annually. The results from the risk surveys are consolidated
andreported to Group Management.

Enterpriserisk management

Atlas Copco has developed an enterprise risk management process to
map strategic risks. The methodology used is applied on divisions,
which isthe highest operational level in the Group. Annual work-
shops are held by each divisional management team where risks are
identified, analyzed, evaluated/re-evaluated and managed to ensure
a structured and proactive approach to risks exposing Atlas Copco.
The ownership of managing the risks raised in this process lies within
each division, while the Insurance and Risk Management department
manages the overall process, moderates the sessions and consoli-
dates the results on Business Area and Group levels. This hands-on
approachisalsoin linewith Atlas Copco’s decentralized structure.

Risk
identification

Risk
analysis
Manitor and ATLAS COPCO
re-evaluate . )
Enterprise Risk
EGEE R
process
Risk
Risk evaluation
management

Risk process

In Atlas Copco, Enterprise Risk Management is not seen as a project

but as a continuous process. The risk environment changes over time
anditis therefore necessary to continuously revisit, update and identify
new risks. The defined framework is described in the picture above.
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Examples of risks and how they are handled by Atlas Copco

(11,4 CONTEXT MITIGATING ACTIVITIE: OPPORTUNITI

LEGAL Atlas Copco’s business operations are ¢ Inhouse lawyers on five continents support Group - Complying with legal norms and laws mini-
affected by numerous laws, regulations companies with advice on laws and regulations indud- mizes costs and increases opportunities to
and trade sanctions aswell as commercial ing compliance as well as support with contract strengthen Atlas Copco’s reputation. It also
and financial agreements with customers, reviews. Proactive training is also done. developsreliable partnerships and improves
supplier‘s and ather counterparties: and  « Ayearlylegal risk survey of all compariesin the Group business stability.
alsoby ||(ensgs, patents and other intangi- isperformed in addition to continuous follow-up - The ability to trade on all markets, in
ble propertyrights. of the legal risk exposure. The result of the survey is compliance with applicable trade sanctions,

compiled, analyzed and reported to the Board and increases revenue and lowers risk.
the auditors.
+ Aseparate central function, Group Compliance, isin
place. Itis responsible for aligning and coordinating
the compliance organization which, in line with
Atlas Copco's decentralized structure, is hosted in
the business areas/divisions.

FINANCIAL Changes in exchange rates can adversely + A Finandal Risk Management Committee meets - Working proactively with finandial risks
affect Group earnings when revenuesfrom regularly to manage financial risks. improves the profitmargin and creates possi-
salesand cgstsforpro_duction and sogrcing « Atlas Copeo Financial Solutions is responsible for these lqilitie;for_morg ;tabje cash flow. derall,
are deno.mmafted in different currendes risks and supports Group companies to implerment fmanclal rlsk.mltlgatl.o.n hasthe ability to
(transaction risks). An adverse effect on finandal policies and guidelines. improve business resilience for Atlas Copco.
Group earnings can also oceur when earn- ) ) i
ings of foreign subsidiaries are translated « The Group's operations continuously rpomtor relevant
into SEK and on the value of the Group exghavge rates an-d try to offset negative changes by
equity when the net assets of foreign sub- adjusting sales prices and costs.
sidiaries are translated into SEK {translation  » Translation risks are partially hedged by borrowings in
risks). foreign currency and finandial derivatives.

Atlas Copco's netinterest costis affected « The Group's Finandial Risk Policy stipulates that a mini-
by changes in market interest rates. mum amount of stand-by credit fadilities should exist
Funding risk refers to the risk that the andthata mir!imum average time to maturity for the
Group and its subsidiaries do not have external debtisset
access to finanding on acceptable terms. « Stringent credit policies are applied and there is no
Asin any business, there can be a credit risk major mn‘(entration m“ (revdit risk. The provision for
linked to our customers’ abilities to pay. bad debtis based on historical loss levels and up to
dateinformation and is deemed sufficient.

REPORTING Therisk related to the communication of + Atlas Copco subsidiaries report their finandial state- - Integrated reporting provides a better under-

(INCLUDING finandal information to the capital market ments regularly in accordance with International standing of businessrisks and opportunities

TAX) isthat the reports do not give a fair view of Financial Reporting Standards (IFRS). The Group's which in turn allows for improved decision
the Group's true financial position and consolidated financial statements, based on those making. It also allows the company to iden-
results of operations. reports, are prepared in accordance with IFRS and tify opportunities for business synergies.
Reporting errors could result in manage- zappll(ab{!e parts of the Annual Accounts A(t asstated Addressing reporting risks increases trans-
ment drawing the wrong condlusions. inRFR 1 “Supplementary Rules for Groups". parency and improvesthe potential to repre-
However, with many small entities, the * The Group's operational and legal consolidated results sent the business fairly and accurately.
material impactis low. are based on the same numbe‘rs and system. These Improved reporting results in improved busi-
Taxesis an area with increased focus, espe- are analyzed by divisional, buslness area, Group nessinsights and risk management, espe-
cially transfer pricing risks but also new tax Management and corporate functions before pub- cially when the data has been integrated to
rules and regulations. lished externally. highlight interdependencies.

Estimations sometimes form a portion of + The Grgup has prgcedurgs in placeto ensure compli- Efficient and consistent reporting based on
the sustainability data which is reported, amew'.th Group Instructions, standards, laws and. clear standards and principles creates trans-
and thus by its nature the numbers pre- regulations, for example internal and external audits. parency, supports decision making and draw-
sented may not be representations of the + Group Tax monitors and ensures compliance with local ing the right condusions.
Group’simpact. tax rules. Tran§fer pricinvg pelides and agreements are Increased reporting requirements on taxes
implemented in operations and regularly updated. improves transparency.
Quarterly updates on tax are presented to the Board
and Group Management.
« Atlas Copco reports sustainability information accord-
g to GRI Standards and works with training to
improve reporting practices.
CORRUPTION Corruption and bribery existin manymar-  » Zero-tolerance policy on bribery and corruption, By fighting against corruption and fraud,
AND FRAUD kets where Atlas Copco conducts business. including fadilitation payments. Atlas Copco has the opportunity to work

Fraud or criminal deceptionintended to
resultin financial or personal gain, is always
presentin global operations.

+ Internal control routines aimed at preventing and
detecting deviations. The Internal Audit functionis
established to ensure compliance with the Group's
corporate governance, internal control and risk
management policies.

Control self-assessment tool to analyze internal
control processes.

Training in the Business Code of Practice and signing
compliance to the Code for all employees and signifi-
cant business partners.

The global Group misconduct reporting system to
report violations confidentially.
+ The Group supports fair competition and forbids dis-

cussions or agreements with competitors concerning
pricing or market sharing.

with industry peers to influence international
market practices. Refusing to pay bribes may
cause temporary delays and setbacks; how-
ever it reduces costsin both the long and
short run, builds opportunities to improve
operational effidencies and creates more
stability in society and in marketswhere the
Group operates.

Working against corruption and fraud
improves Atlas Copco’s credibility and trans-
parency and creates more ways to improve
stakeholder relations.

Atlas Copco 2020
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Examples of risks and how they are handled by Atlas Copco, continued

RISK CONTEXT MITIGATING ACTIVITIES OPPORTUNITI

HUMAN
RIGHTS

Atlas Copco operates also in countries with
high risk of human rights abuse, including
child labor, forced or compulsory labar,
poor working conditions, limitations of the
freedom of association and discrimination.
Atlas Copco encounters customers who are
exposed to human rights issues.
Risks to the Group'sreputation may arise
from relationships with business suppliers
who do not comply with internationally
accepted ethical, social and environmental
standardis.

+ Guidance by interaction with well-established non-
governmental organizations to identify and mitigate
risks.

+ Policies and procedures corresponding to the UN
Guiding Principles on Business and Human Rights,
which Atlas Copco has committed to since 2011.

« Due diligence process and integration of internal
controls for human rights violations in relevant
processes.

+ The Group customer sustainability assessment tool.

+ Regular supplier evaluationsin accordance with
the UN Global Compact.

>

>

>

Following the UN Guiding Principles on
Business and Human Rights to respect human
rights reduces risks and costs.

Strong business ethics help promote sodetal
prosperity and a more stable market place.
Working with human rights positively
impacts both the Atlas Copco brand and
stakeholder relations.

SAFETY
AND HEALTH

ENVIRON-
MENTAL
AND
CLIMATE
(EXTERNAL)

Poor physical and mental health and too
much stress among employees affect the
individual and can cause sick leave and
disturbances in the production.

Accidents or incidents at the workplace
dueto lack of proper safety measures harm
employees and can negatively affect Atlas
Copco’s productivity and brand.

Atlas Copco recoghizes the risk that serious
diseases and pandemics can interrupt busi-
ness operations and harm employees.

The primary drivers for external environ-
mental risk are physical changesin dimate
and natural resources, changesin regula-
tions, taxes and resource prices.

Natural disasters as a consequence of
climate change can disrupt own operations
or impact the supply chain.

Increased fuel/energy taxesincrease
operational costs.

Regulations and requirements related to
carbon-dioxide emissions from products
and industrial processes are gradually
increasing.

Changes in mean precipitation can affect
all of Atlas Copeo's operations and nega-
tively affect operations either directly or
by disrupting the supply chain.

Market shifts toward a low-carbon
economy can impact the viability of
certain sectors.

+ The Group regularly assesses and manages safety
and health risks in operations.

+ Training is held regularly.

« The ambition is to certify all major units in accordance
with the OHSAS 18001 standards.

« Workplace wellness programs to reduce the impact of
pandemic HIV/AIDS arein place in Sub-Saharan Africa.

+ Atlas Copco’s business partners are trained in Group
policies induding the approach to health and safety.

+ Atlas Copco consistently develops products with
improved energy efficiency, reduced emissions and
lower environmental footprint.

« Atlas Copco has several key performance indicators
(KPIs) that address resource and energy usage in order
to reduce carbon-dioxide emissions.

+ Stricthandling processes for hazardous waste and
chemicals areimplemented in all operational units.
Complianceis audited regularly and awareness rein-
forced by training.

+ All cooling agentsin Atlas Copco products have a
zero-ozone depleting impact during the product’s
lifecydle, and the aim is to continue to introduce
cooling agents with lower Global Warming Potential
(GWP).

¥

Improved safety and well-being among
employeesincreases employee satisfaction
and engagement, productivity and strength-
ens the brand.

Improving working conditions for customers
and business partners benefit their employ-
eesand local societiesand can enhance long-
lasting relationships that resultin repeat
orders.

¥

¥

¥

Working proactively with environmental risks
can provide significant opportunities to drive
innovation at Atlas Copco.

Given that many customers are operating in
areas of extreme water stress/scarcity, water-
efficient or water-recyding products can have
a strong customer appeal. Thispresents a
strong business opportunity to extend Atlas
Copca’sinnovations to the focused area of
water consumption.

Climate-change impacts and predictions can
induce changesin consumers’ habits and
behavior. As a result of climate events, Atlas
Copco’s customers can become more risk
averse and demand sustainable products
from the Group. New businesses and busi-
ness models that are being served by Atlas
Copco arise. For instance, increased renew-
able energy generation and the surge in pro-
duction of electrical vehicles present oppor-
tunities to provide products to the industries.

MARKET

Awidespread finandal crisis and economic
downturn would not only affect the Group
negatively but could also impact custom-
ers’ ability to finance their investments.
Changes in customers’ production levels
also have an effect on the Group's sales of
spare parts, service and consumables.

In developing markets, new smaller com-
petitors continuously appear which may
affect Atlas Copco negatively.

* Well-diversified sales to customers in multiple coun-
tries and industries. Sales of spare parts and service are
relatively stable in comparison to equipment sales.

« Monthly follow-up of market and sales development
enables quick actions.

« Agile manufacturing set-up makesit possible to
quickly adapt to changes in equipment demand.

+ Leading position in most market segments provides
economies of scale.

¥

Assignificant competitive advantage as a
result of a strong global presence, including
growth markets.

Opportunities to positively impact both sodi-
ety and environment, through the Group’s
high-quality sustainable products and high
ethical standards.

Continue to develop close, long-term and
strategic relationships with customers and
suppliers.

REPUTATION

The Group'sreputation is a valuable asset
which can be affected in part through the
operation or actions of the Group and in
partthrough the actions of external stake-
holders. Products must deliverthe brand
promise and be of high quality, safe and
have a low negative impact on the environ-
mentwhen used by the customer. There is
potential for reputational risk from non-
compliance to product labeling standards
or if there are cases offalse advertising.

Unsatisfied employees may potentially
detract the Atlas Copco brand.

+ All Atas Copco products are tested and quality
assured. Product labeling is monitored and there are
regular communications trainings.

+ The Group actively engagesin stakeholder dialogue.

+ Compulsory training in the Business Code of Practice
indude the yearly signing of a compliance statement.

+ A dear and well known corporate identity and brand
management.

+ An employee survey is carried out every two years
and followed up actively.

¥

>

>

Brand positioning.

Stakeholder engagement not only mitigates
reputational risksin certain cases butitalso
presents opportunitiesto increase awareness
and credibility of Atlas Copco’s brand
through improvements and innovations.

Delivering tested and quality-assured prod-
ucts improves customer satisfaction and
promotesrepeat business.

Attract and develop employees who adhere
to the Business Code of Practice.
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Examples of risks and how they are handled by Atlas Copco, continued

(11,4 CONTEXT MITIGATING ACTIVITIE: OPPORTUNITI

PRODUCTION Core component manufacturingisconcen-  » Manufacturing units continuously monitor the pro- - Continued opportunities to extensively pro-
trated to afew locations andif there are duction process, test the safety and quality of prod- mote operational excellence to streamline
interruptions orlack of capacity in these ucts, make risk assessments, and train employees. production, minimize inefficiencies and
Iogalions, this may have aneffectondeliv- Atlas Copeo has an internal Loss Prevention Standard maintain a high flexibility in the production
eries or on the quality of products. 1o ensure high level of protection. process.

Productio‘n facilities ;ould also have a risk « Production units have developed business continuity -> antinuela strengthen the relatiu{wshi-p
of damaging the environment through plans. with customersthrough timely deliveries of
operations, e.g. through hazardous waste . . . o products and services.
and emissions, « Ambition to certify all manufacturing units in accor- L
" o dance with the 1SO 14001 standard. - Transport efficiencies an‘dsafe wransports
Atlas Copcois directly and indirectly . L . can save the customerstime and costwhile
exposed to raw material prices. * Physical dlstnl?utl.on C?f productsis mnce.ntrat.ed to reducing the environmental impact of their
) imarily distrib o a number of distribution centers and their delivery own operations.
Atlas CDF(O primartly istributes products effidency is continuously monitored. .
and services directly to the end customer. . - Reduce fuel costs and resource requirements
If the distribution is not effidient, it may * Resources are allo(a‘ted‘lo training and development which improves business agility for the
impact customer satisfaction, sales and of theservice organization. Group.
profits. Damages and losses during the + Asindirect sales are local/regional, the negative
course of distribution can be costly. impact of poor performance s limited.
Some sales are made indirectly through + Increased focus on safer and more effective transports
distributors and rental companies and their  to reduce losses, costs and total emissions per
performance may have a negative effect transport.
onsales.
The distribution of productsresultsin CO,
emissions frem transport.

SUPPLY Atlas Copco and itsbusiness partnerssuch ¢ Business partners are selected and evaluated basedon - Furtherincrease business agility and reduce

CHAIN as suppliers, sub-contractors and joint ven- objective factors induding quality, delivery, price, and costs by improving supplier inventory man-
ture partners, must share the same values reliability, as well as on their commitment to environ- agement in response to changes in demand.
a: expre.ssed in Atlas Copco’s BusinessCode  mental and sodial performance. - Continue to be a preferred business partner
of Practice. ¢ The presence of conflict minerals in Atlas Copco’s and promote efficiency, sustainability and
The availability of many componentsis value chain is investigated and eradicated. safety. Good supplier relations help to
_depende_nt on suppliers an_d iftl'!ey have « Establishmentof a global network of sub-suppliers, improve Atlas Copco's competitive position.
|r:(}errudptllionsior|a(k(apa(lty,thlsmay to prevent supplier dependency. = Strengthen customer relationships by sup-
aftect deliveries. i i

) . . . + E-learning for business partners (suppliers and distrib- porting customers Impagted hfy the Dodd
Using a.large number of suppll.ers givesrise utars) to raise awareness of the Business Cade of Frank legislation on conflict minerals.
to tl'tve ”;k_ t:at proﬁucts{c_ontslln condmpo-d Practice, induding signing a compliance statement. -> Promote human rights and work towards
nents which are not sustainably produced, T ; ; i ;
e.q.th fhazard b « Atlas Copco maintains lists of substances that are improving labor conditions, reducing

.g. the use of hazargous substances or hibited icted d hei al . corruption and conflicts.
electronic components containing conflict prohibited orrestricted due to their potential negative
minerals impact on health or the environment. Compliance
with these lists is part of the business partner criteria.

EMPLOYEE Atlas Copco must have access to and « The competence mapping and plan secure access - Motivated and skilled employees and
attract skilled and motivated employees o people with the right expertise at the right time. managers are crudial to achieve or exceed
and safeguard the availability of compe- Recruitment can be both external and internal. Inter- business goals and objectives.
tentmanagers to achieve established nalrecruitment and job rotation are facilitated by the
strategicand operational objectives. Internal job market.

+ Salaries and other conditions are adapted to the
market and linked to business priorities. Atlas Copco
strives to maintain good relationships with unions.

INFORMATION  Atlas Copco relies on IT systems in its day- » Atlas Copco has a global IT security policy, induding - Stable IT systems, secure [T environment and

TECHNOLOGY  to-day operations. Disruptions or faults quality-assurance procedures that govern [T opera- standardized processes increase effidiencies

(1) in critical systems have a directimpact on tions. Information security is monitored through IT andreduce costs.

production.

Errors in the handling of financial systems
can affect the company’sreporting of
results.

Theft or modification of intellectual prop-
erty constitutes a risk to our products and
future business success.

Cyber security risks are increasing in impor-
tance and can have a major impact on
Atlas Copco operations.

The General Data Protection Regulation
{GDPR) has animpact on the handling of
personal data. Failure to comply may result
in substantial fines and reputational
damage.

Security audits. Standardized processes are in place for
the implementation of new systems, changes to exist-
ing systems and daily operations. The system land-
scapeis based on well-proven products.

« IT Security tracks globally major downloads of files.
Screening of business partners/consultants working
inour systems.

+ Cyber security is regularly discussed, addressed and
invested in by the IT Security function. Awareness of
cyber security risks increases the readiness to quickly
address any attacks.

+ A GDPR projectgroup assumed the essential activities
to ensure compliance with the regulation. The neces-
sary organizational changes are being executed to
incorporate the compliance requirements into daily
operations.

- Quick action on major download of product
development files minimizes the potential
damage.

= Quick action to address a cyber-attack gives
opportunity to stable work environment and
business continuity.

- Asthe approach hasbeen global, Atlas Copco
is well prepared to face future data privacy
initiatives in all regions or continents.
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THE YEAR IN REVIEW — RISKS, RISK MANAGEMENT AND OPPORTUNITIES

Examples of risks and how they are handled by Atlas Copco, continued

RISK CONTEXT MITIGATING ACTIVITIES OPPORTUNITI

ACQUISITIONS
AND
DIVESTMENTS

When making acquisitions, there arerisks
related to the selection and valuation of
the potential targets as well as the process
of acquiring them. Integrating acquired
businesses can also be a complex and
demanding process. There is no guarantee
for an acquisition to be successful evenif all
steps are done properly.

Annual impairment tests are made on
acquired goodwill. If the carrying values
are not deemed justified in such tests, it
can resultin a write-down, affecting the
Group's result.

Acquisitions and divestments can impact

local communities and/or the environment,

directly or indirectly.

+ The Group’s Acquisitions Process Council has estab-
lished a process for acquisitions. The processis contin-
ually updated and improved to address and mitigate
risks. The Coundil also provides training and supports
all business units prior to, during and after an acquisi-
tion. Before any acquisition is completed, a detailed
due diligence will be performed in order to evaluate
therisksinvolved.

« Atlas Copco guidelines and policies are applied to
assess and manage the environmental and sodial
impact of operations in the affected communities
after an acquisition is completed.

-> Acquisitions bring possibilities to enter

new markets, segments, new technologies,
new dlients, increase revenues, etc.

= |dentifying the obstacles to integration

can allow Atlas Copco to improve the process
through methods such as job rotation, train-
ing or teambuilding exercises. Thiswould

not only result in a smoother process but
also lower operational costs by decreasing
downtime and allowing newly acquired
companies to become even more productive
and efficient.

PRODUCT
DEVELOPMENT

One of the challenges for Atlas Copco’s
long-term growth and profitability is to
continuously develop innovative, sustain-
able products that consume less resources
over the entire life cycle. Atlas Copco’s
product offering is also affected by national
and regional legislation on issues such as
emissions, noise, vibrations, recycling, etc.
However, there may be increased risk of
competition in emerging marketswhere
low-costproducts are not affected to the
same extent by these rules.

+ Continuous investments in research and development
to develop products in line with customer demand
and expectations, even during economic downturns.

+ Designing products with a life-cydle perspective and
measurable effidency targets for the main product
categories in each division.

+ Designing products with reduced emissions, vibra-
tions or noise and increased recycling potential to
meet legislative requirements.

Substantial opportunities to strengthen the
competitive edge by innovating high-quality,
sustainable products and creating aninte-
grated value proposition for customers.
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The Atlas Copco share

Share price development and returns

In 2020, the price of the Ashareincreased 12.7% to SEK 421.1 {373.6)
and the Bshare increased 13.3% to SEK 368.3(325.2). The annual total
return on the Atlas Copco Ashare, equalto dividend, redemption and
the change inthe share price, including the distribution of Epiroc AB,
was on average 16% for the past ten years and 24% for the past five
years. The corresponding total return for Nasdag Stockholm was
11% and 12%, respectively.

Trading and market capitalization

The Atlas Copco shares are listed on Nasdag Stockholm, which repre-
sented 29.3% of the total trading of the A share {37.3% of the B share)
in 2020. Other markets, so called Multilateral Trading Facilities {MTF),
e.g. CBOE and Turquoise accounted forsome 31.1% {23.2% of the
Bshare}, and theremaining 39.2% {39.5% of the Bshare) were traded
outside publicmarkets, for example through over-the-counter trading.

The market capitalization atyearend 2020 was MSEK 497 187
(440 497)and the company represented 5.7% {5.7) of the total market
value of Nasdag Stockholm. Atlas Copco was the second {first) most
traded share in 2020 by total turnover.

A program for American Depositary Receipts {ADRs) was estab-
lished in the United States in 1990. One ADR corresponds to one
share.Thedepositary bank is Citibank N.A. Atyearend 2020, there
were 27 854 337 ADRs outstanding, of which 26 757 226 represented
Asharesand 1097 111 B shares.

SHARE INFORMATION 2020-12-31 Ashare Bshare
Nasdagq Stockholm ATCO A ATCOB
ISIN code SE00T11166610 SEQ011166628
ADR ATLKY.OTC ATLCY.OTC
Total number of shares 839394 096 390219008
% of votes 95.6 4.4
% of capital 68.3 317
Whereof shares held by Atlas Copco
% of votes 1.5 0.0
% of capital 1.1 0.0

SHARE PRICE

SEK
500

THE YEAR IN REVIEW

Personnel stock option program and repurchase of own shares
The Board of Directors will propose to the Annual General Meeting
2021 asimilar performance-based long-term incentive program as

in previous years. Theintention is to coverthe plan through the repur-
chase of the company’s own shares. The company’s holding of own
shares on December 31,2020 appears in the table below.

Dividend
The Board of Directors proposes to the Annual General Meeting 2021
that adividend of SEK 7.30{7.00) pershare to be paid for the 2020 fis-
cal year. Excluding shares currently held by the company, the pro-
posed dividend correspondsto atotal of MSEK 8 878{(8519).

In order tofacilitate a more efficient cash management, the dividend
is proposed to be paid in two equal instalments, the first with record

date April 29, 2021 and the second with record date October 25, 2021.

If approved, the dividend has averaged 56% of basic earnings per
share during the last fiveyears. The ambition is to distribute about 50%
of earnings as dividendsto shareholders. See more information on
page 19.

EARNINGS AND DISTRIBUTION PER SHARE

SEK

*Proposed by the

I
25 | Dividend and redemption
I per share, SEK
20 : B Extraordinary items, SEK
|
1500 | Eamings per share, SEK
15 | B Ordinarydividend
200 | per share, SEK
2.00 !
10 Hm | L
| Distribution ofEpiroc AB
5 ! an June 18, 2018
I
|

Board of Directors

2010 2011 2012 2013 2014 2015 2016 2017IZU‘\8 2019 2020

450

400

350

300

250

200

|
|
]
150 L
]
1
100 )
50

B Total average daily volume
traded A shares, thousands

Highest-lowest share
price, A share

e General index

(OMXS)

10000
2000
5000
2000
2000

w— Industrials index

(OMXsI)

= = = Distribution of Epiroc AB
onlune 18, 2018
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THE YEAR IN REVIEW

Ownership structure OWNERSHIP STRUCTURE

At the end of 2020, Atlas Copco had 82 079 shareholders {81 658). Numberofshares, December31,2020 % of sharcholders % of capital
The ten largest shareholders registered directly or as a group with 1-500 72.5 0.6
Euroclear Sweden, the Swedish Central Securities Depository, by 501-2 000 18.4 1.3
voting rights, accounted for 35% {34) of the voting rights and 32% 5 001-10 000 71 2.0
{31) of the number of shares. Swedish investors held 48% {47) of 10001-50000 13 1.8
the shares and represented 45% {45) of the voting rights. 50001-100 000 02 0.8
>100000 0.5 93.5
TEN LARGEST SHAREHOLDERS* Total 100.0 1000
December31,2020 % ofvotes % of capital
Investor AB 22.3 16.9
OWNERSHIP CATEGORY
swedbank Roburfonder 2.7 3.7 -
| b _ forsskri 23 ai December 31,2020 % of capital
Alecta Pensionsférsakrin . .
g Shareholders domiciled abroad (legal entities and individuals) 52.3
Handelsbanken fonder 1.8 1.7
Swedish financial companies 371
SEBInvestment Management 16 1.2
Swedish individuals 4.5
Folksam 11 1.2
- Other Swedish legal entities 2.2
Forsta AP-fonden 1.0 1.0
Swedish social insurance funds 2.6
SPP Fonder AB 0.8 0.8
——— — - Swedish trade organizations 1.0
Lansférsakringar fondférvaltning AB 08 0.5
Swedish governmentand municipals 0.3
Necrdea Investment Funds 06 0.6
Total 100.0
Others 65.2 68.3
Total 100.0 100.0
—ofwhich sharesheld by Atlas Copco 1.5 1.1
+ Sharehold stored direct] th E ear Sweden. th SHAREHOLDERS Other, 12% Sweden, 48%
arenoldersregisteres wectly orasagroupwr urodlear sweden, the
Swedish Central Securities Depository. BY COUNTRY
December 31,2020 The United The United

percentof capital States, 25%

-

Kingdom, 15%

SHARE ISSUES "V

Change of share capital, MSEK Amount distributed, MSEK

2011 Split 21
Shareredemption 1229613 104shares at SEK 5 -393.0 -6067.0
Bonus issue Ne newsharesissued 393.0

2015 Split 2:1
shareredemption * 1229613 104shares at SEK 6 -393.0 -7304.7
Bonus issue Nonewsharesissued 393.0

2018 Split 21
Shareredemption # 1229613 104shares at SEK 8 -393.0 -9704.6
Bonus issue No new sharesissued 393.0

* For more information please visit www.atlascopcogroup.com/investor-relations

% 1213493751 shares netof shares held by Atlas Copco.

¥ 1217 444 513 shares net of shares held by Atlas Copco.
# 1213080695 sharesnet of shares held by Atlas Copco.

IMPORTANT DATES
2021 April 27 Firstquarterresults
April 27 Annual General Meeting More information
April 28 Shares trade excluding right to dividend of SEK 3.65
May 4% Dividend payment date (preliminary) —More data pershare can befound on page 140inthe
May 27 Capital Markets Day three-yearsummary.
luly16 Second quarter results —For more information on distribution of shares,
October 21 Third quarter results option programs and repurchase of own shares, see
Gctober22*  Shares trade excluding right to dividend of SEK 3.65 notes 5, 20and 23.
October28*  Dividend payment date (preliminary) —Detailed information on the share and debt can be found

2022 January 25

Fourth quarter results 2021

onwww.atlascopcogroup.com/investor-relations

* Board of Directors proposal to the Annual General Meeting. Therecord date is the first

trading day after shares trade excluding the right to dividend.
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THE YEAR IN REVIEW — CORPORATE GOVERNANCE

Corporate governance

In the corporate governance report, Atlas Copco presents how applicable rules are implemented

in efficient control systems to achieve long-term growth. Good corporate governance is not only
about following applicable rules, it is also about doing what is right. The objective is to find the right
balance between risk and control in a decentralized management model. The goal is sustainability
in productivity and profitability, as well as in governance.

Atlas Copco AB is incorporated underthe laws of Swedenwith a
publiclisting at Nasdag Stockholm AB {Nasdag Stockholm). Atlas
Copco is governed by Swedish legislation and regulations, primarily
the Swedish Companies Act, but also the rules of Nasdag Stockholm,
the Swedish Corporate Governance Code {the Code), the Articles of

Meetings of the Board and the Nomination
Committee during 2020

s BOARD OF DIRECTCRS" NOMINATION
Association and other relevant rules.
L MEETINGS ANDACTIVITIES Q1 COMMITTEEMEETINGS
Atlas Copco does not report any deviationsfrom the Codefor _— B
the ﬁnancialyearZOZO. Preliminary full-year 2019 results, .
. i i lanuary Nomination
The corporate governance report has been examined by the review of sustainable targets, the A
. P E P Y annual audit and review of ®— Committee
auditors, see page 123. Industrial Technique meeting
P Lo . February
The following information is available at .
Meetingpercapsulam —@
www.atlascopcogroup.com
- Atlas Copco’s Articles of Association Meetingpercapsulam —@ g1
=» The Business Code of Practice Meeting per capsulam —@
=> Corporate governance reports since 2004 Q2
(as a partof the annual report)
= Information on Atlas Copco’s Annual General Meeting Meetingper capsulam L.
April
First-quarterresults meeting
and review of cyber security,
in Nacka and virtually
Statutory meeting May
Review of Compressor Technique
and the succession planning, lune
in Nacka and virtually
Comment from the Chair
Q3
Atlas Copcois a truly glebal industrial company. We create lasting value and
empower our customers todrive society forward in over 180 countries, X
Through our energy efficient products that save carbon emissions, and by Second—qugnﬁrrisultsdm.eenn”g, luly
implementing our values and processes respecting people and the planet, inNackaandvirtually
we can contribute to a bettertomorrow.
©Our Business Code of Practice is the mostimportantinstrument to make
surewe always actwith the highest ethical standards and integrity. The August
main international ethical standards supported by Atlas Copco are the Meeting per capsulam —@
International Bill of Human Rights, the International Labour Organization's
Declaration on Fundamental Principles and Rights at Work, the OECD
Guidelines for Multinational Companies and the UN Global Compact.
Atlas Copcois amember of the UN Global Compactsince 2008. September
The annualsigning of the Business Code of Practice, together with the Meeting per capsulam —&
training, support our employeesto identify and handle ethical dilemmas
and strengthen the awareness of our Q4
values and guidelines. We also request
that our significant business partners
committo comply with the Business Code Third-quarterresults meeting October
of Practice. This is further supported by a and review of Power Technique Noemination
globalsystem forreporting ethical and G’_““P Treasury BEP"”v ®— Committee
misconduct. in Nacka and virtually meeting
To safeguard our reputation, werelyon
solid governance and ourleaders’ ability November
todefend ourvalues, including of course
internal aswell as external control and
audits.
Dy bel
Hans Straberg, ccamber
Chairsince 2014
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THE YEAR IN REVIEW — CORPORATE GOVERNANCE

1. Shareholders

3. Nomination Committee

7. Auditor

o

2. General Meeting

6. Remuneration Committee

9. Group Management

4. Board of Directors

5. Audit Committee

8. Internal Audit and Assurance

Business areas and divisions

GOVERNANCESTRUCTURE

1. Shareholders

At the end of 2020, Atlas Copco had 82 079 shareholders {81 656). The
ten largest shareholders registered directly oras agroup with Euro-
clearSweden, the Swedish Central Securities Depository, by voting
rights, accounted for 35% {34) of the voting rights and 32% (31) of the
numberof shares. Swedish investors held 48% {47) ofthe sharesand

2. General Meeting

represented 45% (45) of the voting rights. The largest shareholderis
Investor AB, holding 17% of capital and 22% of votes. More informa-
tion on Atlas Copco's shareholders can be found on pages 49-50.

The Annual General Meeting (AGM) is Atlas Copco’s supreme deci-
sion-making body inwhich all shareholdersare entitled to take part.
Anyone registered intheshareholders’ registerwho have given due
notification to the Company of theirintention to attend, may jointhe
meeting and vote for their total shareholdings. Atlas Copco encour-
agesall shareholderstovote atthe AGM and shareholders who cannot
participate in person may be represented by proxy holders orvote

by mail. A shareholder or a proxy holder may be accompanied by

two assistants and a proxy form can be found prior to the AGM at
www.atlascopcogroup.com/agm.

The AGM 2020 was held on April 23, 2020, in Sickla, Sweden and
58% of the total number of votes in the Company and 58% of the
shares wererepresented. The Extraordinary General Meeting (EGM)
2020 was held on November 26, 2020, and 53% of the total number
ofvotes in the Company and 55% of the shares were representad.

Decisions atthe AGM 2020 included:

* Adoption of the income statementsand balance sheets of Atlas
Copco AB and the Group for2019.

Discharge of liability of the Company’s affairs during the 2019 finan-
cialyear forthe President and CEQ and the Board of Directors.
Adoption of the Board’s proposal for profitdistributionwith a
dividend of SEK 3.50 per share.

That the numberof directors elected by the AGM fora termending
at the next AGM would be nine directors and no alternates.

Election of the Board of Directors.

Avresolution of the Board of Directors’ fee.

Approval of the guidelines for remuneration to management.
Approval of the reported scope and principals fora performance
based employeestock option plan for 2020 including mandate for
the Board to decide upon repurchase and sales of Atlas Copco
sharesto hedge the plan and previous similar plans.

Election of Ernst & Young AB as auditing company uptoand
including the Annual General Meeting 2021.

52 Atlas Copco 2020

Decisions at the EGM 2020

» Adoption of the Board's proposal for profit distribution witha
dividend of SEK 3.50 pershare.

* Change of Articles of Association.

Annual General Meeting 2021

The Annual General Meeting will be held on April 27, 2021.
Shareholders who wish to contact the Nomination Committee or
have a matter addressed by the Board of Directors atthe AGM may
submit their proposals by ordinary mail or e-mail to:

Atlas Copco AB, Attn: General Counsel, SE-105 23 Stockholm, Sweden,

nominations@atlascopco.com or board@atfascopco.com

Proposalshaveto be received by the Board of Directors and the Nomi-
nation Committee respectively, no later than seven weeks prior to the
AGM to be included inthe notice to the AGM and the agenda.

General Meeting Attendance

% Nurnber
80 600

450
— 300
W AGM, votes, %
EGM, votes, %
- 150

Shareholders and proxy
holders, number

2016 2017 2018 2019 2020

*AGM 2020, due to Covid-19 mail voting was available and recommended.
EGM 2020, dueto Covid-19 only mail voting, no physical attendance.
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3. Nomination Committee

THE YEAR IN REVIEW — CORPORATE GOVERNANCE

The goal of the Nomination Committeeis to propose a Board with
abroad and complementary experience froma number ofimpor-
tant ind ustries and markets, as well as a composition that is charac-
terized by diversity, broadness and gender balance. Experience from
manufacturing industry with international coverage is important, as
it is Atlas Copco’s main focus. The Nomination Committee’s diversity
policy is based onsection 4.1 in the Corporate Governance Code. The
nine Board members elected by the shareholders have backgrounds
fromvarious industries. As proposed to the AGM 2020, three of the
eight non-executive members are women.One member is born in the
1940's, fourinthe 1950's, three in the 1960's, and oneis born in the
1970's. The Board members are of three different nationalities, from
Germany and the United States, with a majority of the Board mem-
bers coming from Sweden. Increasing the diversity of the Board of
Directors with regard to gender is a priority for the Nomination
Committee.

Based onthe findings of the Chair of the Board, the Nomination
Committee annually evaluates the work of the Board. Further to that,
the Nomination Committee proposes the Chairto the Annual General
Meeting, prepares a proposal regarding number and names of Board
members, including Chairand a proposal for remuneration to the Chair
and other Board members not employed by the Company, as well as

4. Board of Directors

a proposal forremuneration for Board committee work. Finally, the
Nomination Committee proposes an audit company including remu-
neration forthe audit.

The proposals and the Nomination Committee’sstatementwill be
published at the latest with the notice to the AGM 2021. Inthe Nom-
ination Committee’sstrive to reach gender balance, forexamplein
case of equal competence, the candidate that will lead to improved
gender balanceshould be proposed.

In compliance with the Swedish Corporate Governance Code and
the procedures adopted by the AGM 2016, the representatives of the
four largestshareholders, listed in the shareholders’ register as of
August 31, 2020, together with the Chair of the Board shall form the
Nomination Committee. The members of the Nomination Commit-
tee for the AGM 2021 were announced on September 24, 2020, and
they represented approximately 29% of allvotes in the Company. The
members of the Nomination Committee receive no compensation for
theirwork in the Nomination Committee.

Nomination Committee members for the AGM 2021: Petra Heden-
gran, Investor AB, Chair of the Nomination Committee; Jan Anders-
son, Swedbank Robur; Mikael Wiberg, Alecta; Helen Fasth Gillstedt,
Handelshanken Fonder AB; and Hans Straberg, Atlas Copco AB, Chair
ofthe Board.

The Board of Directorsis responsible forthe overall organization,
administration and management of Atlas Copco in the best interest
ofthe Company and its shareholders. The Board is responsible forfol-
lowing applicable rules and implementing efficient control systems
inthe decentralized organization. An efficient control system offers
the correct balance between risk and control. The long-term goals are
regularly evaluated by the Board based on the Group’s financial situa-
tion and financial, legal, social and environmental risks. The mission is
toachieve a sustainable and profitable development of the Group.

Board of Directors’ members

Attheend of 2020 the Board of Directors consisted of eight elected
members, including the Presidentand CEOQ. The Board also had two
union members, with one deputy. Atlas Copco fulfilled the 2020
requirements of Nasdaq Stockholm and the rules of the Swedish
Corporate Governance Coderegarding independency of board
members.

The Board of Directors’ work
The Board continuously addresses the strategic direction, the finan-
cial performance, and the methods to maintain sustainable profit-
ability of the Group. Further, the Board regularly ensures that efficient
control systems are in place. The Board also follows up on the compli-
ance of the Business Code of Practice as well as the whistleblowing
system. Besides the general distribution of responsibilities that apply,
in accordance with the Swedish Companies Act and the Code, the
Board and its committees {Audit Committee, Remuneration Commit-
tee and others)annually review and adopt “The Rules of Procedure”
and "The Written Instructions”, which are documents that govern the
Board'swork and distribution of tasks between the Board, the commit-
teesand the President as well asthe Company’s reporting processes.
TheBoard held twelve meetings in 2020. One meeting was held at
Atlas Copco ABin Nacka, Sweden, six per capsulam, five meetings as a
mix of participating in Nacka orvirtually. The attendance at Board
meetings is presented on page 55-56.

The Board continuously evaluatesthe performance of the President
and CEQ, Mats Rahmstrém. Forthe Annual Audit, the company’s prin-
cipal auditor, Erik Sandstrém, Ernst & Young AB, reported his observa-
tions to the Board and also had a separate session with the auditor
where members of Group Management were not present.

Evaluation of the Board of Directors work

The annual evaluation of the Board of Directors’ work, including the
Board's committees {Audit Committee, Remuneration Committee
and others) was conducted by the Chair of the Board, Hans Straberg.
He evaluated the Board’sworking procedures, competence and com-
position, including the background, experience and diversity of Board
members. His findings were presented to the Nomination Committee.

Remunerationtothe Board of Directors

Remuneration and fees are based onthework performed by the
Board. The AGM 2020 decided to adoptthe Nomination Committee’s
proposal for remuneration to the Chair and other Board members not
employed by the Company, and the proposed remuneration forcom-
mittee work. See alsonote 5.

» The Chairwas granted an amountof SEK 2325 000.

Each of the other Board members not employed by the Company
was granted SEK 740000,

An amount of SEK 315 000 was granted to the Chair of the Audit
Committee and SEK 200 000 to each of the other members of this
committee.

An amount of SEK 125 000 was granted to the Chair of the Remu-
neration Committee and SEK 90000 to each of the other members
of thiscommittee.

An amount of SEK 100 600 was granted to each non-executive
director who, inaddition, participates in committee work decided
upon by the Board.

The meeting further resolved that 50% of the director’'s Board fee
could be received inthe form of synthetic shares.

Atlas Copco 2020
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5. Audit Committee

The Audit Committee is elected by the Board at the statutory Board
meeting after the Annual General Meeting and until the statutory
Board meeting the following year. The work of the Audit Commit-
tee is directed by the Audit Committee Charter, which is reviewed and
approved annually by the Board. The Chair of the committee has the
accounting competence reguired by the Swedish Companies Act and
two of the members are independent from the Company and its main
shareholder. The Audit Committee’s primary task isto support the
Board of Directors in fulfilling its responsibilitiesin the areas of audit
and internal control, accounting, financial reporting and risk manage-
ment aswell as to supervise the financial structure and operations of
the Group and approve financial guarantees and new legal entities,
delegated by the Board. The Audit Committee work furtherincludes
reviewing internal audit procedures, monitoring the external auditor,
considering any inspection findings, review and monitor the indepen-
dence of the external auditor, and assist the Nomination Committee
intheselection of the auditor.

Duringtheyear, the committee convened five times. Allmembers
were present at these meetings. All meetings of the Audit Committee
have been reported to the Board of Directors and the corresponding
Minutes have been distributed to the Board.

The Audit Committee members during 2020 were Staffan Bohman,
Chair, Johan Forssell, Hans Strdberg and Gunilla Berg until the AGM,
when Anna Ohlsson-Leijon replaced Gunilla Berg as member of the
Committee.

6. Remuneration Committee

The Remuneration Committee is elected by the Board at the statutory
Board meeting afterthe Annual General Meeting and untilthe statu-
tory Board meeting the following year. The work of the Remunera-
tion Committeeis directed by the Remuneration Committee Charter,
which is reviewed and approved annually by the Board. The Remunera-
tion Committee’s primarytask isto propose to the Board the remuner-
ation tothe President and CEO and a long-termincentive planfor key
employees. The goal with a long-term incentive plan is to align the inter-
ests ofkey personnel with thaose of the shareholders. The guidelines for
executive remuneration in Atlas Copco aimto establish principles for
afairand consistent remuneration with respectto compensation, ben-
efits, and termination. The base salary is based on competence, area of
responsibility, experience and performance, while thevariable compen-
sation is linked to predetermined and measurable criteria which can be
fimancial or non-financial. The guidelines for executive remuneration are
reviewed annuallyand the Annual General Meeting 2020 approvedthe
guidelinesforremuneration. See also note 5.

The Remuneration Committee had four meetings in 2020. All
members were present. During the year, the Remuneration Commit-
tee also supported the President and CEO in determining remuner-
ation to the other members of Group Management. All meetings of
the Remuneration Committee have been reported tothe Board and
the corresponding Minutes have been distributed to the Board.

TheRemuneration Committee members during 2020 were Hans
Stréberg, Chair, Peter Wallenberg Jr and Anders Ullberg until the
AGM, when Staffan Bohman replaced Anders Ullberg as member of
the Committee.

7. Auditor

Thetask of the external auditor isto examine Atlas Copco’s consoli-
dated accounts and annual report, aswell as to reviewthe Board and
the CEO's management of the Company. At the AGM 2020 the audit
firmErnst & Young AB, Sweden, was elected external auditor until

the AGM 2021 in compliance with a proposal from the Nomination
Committee. The principal auditor is Erik Sandstrém, Authorized Public
Accountant at Emst & Young AB. Atthe AGM 202G, Thomas Strémberg,

54 Atlas Copco 2020

previous principal auditor, Deloitte AB referredto the auditor'sreport
forthe Company and the Groupin the annual report and explained the
process appliedwhen performing the audit. He also recommended
adoption of the presented income statements and balance sheets, dis-
charge of liability for the President and CEQ and the Board of Directors,
and adoption of the proposed distribution of profits.

8. Internal Audit and Assurance

Internal Audit and Assurance aims to provide independentand objective
assurance oninternal control by conducting internal audits. [treports five
times peryearto the Audit Committee. Read more on pages 59-60.

9. Group Management

Besides the Presidentand CEQ, the Group Management consists of
four business area presidents and four senior vice presidents responsi-
ble for the main Group functions; Corporate Communications, Human
Resources, Controlling and Finance, and Legal. The President and CEQ
is responsible forthe ongoing management of the Group following the
Board's guidelines and instructions.

Remuneration to Group Management

The guidelines for executive remuneration in Atlas Copco are reviewed
annually by the Board of Directors and presented to the AGM for
approval at least every fouryears. In 2020, the AGM decided to adopt
the Board's proposal. The remuneration shall consist of base salary, vari-
able compensation, possible long-term incentive {personnel options),
pension benefits and other benefits. The variable compensation is
limited toa maximum percentage of the base salary andislinked to
predetermined and measurable criteria which can be financial or
non-financial. Mon-financial criteria for 2020 have been toreduce the
Group's COzemissions and to increase the number of female employ-
eesinthe Group. Nofees are paid for hoard memberships in Group
companies nor do they receive compensation for other duties that they
may perform outside the immediate scope of their duties.

Statement of materiality and significant audiences

Atlas Copcois registered in Sweden and is legally governed by the Swedish
Companies Act (2005:551). This act requires that the Board of Directors
governs the Company to be profitable and create value for its sharehcld-
ers. However, Atlas Copco recognizes going beyond this, extending it to
integrating sustainability into its business creating long-term value for all
stakeholders, which is ultimately in the best interest of the Company, the
shareholders and society. The significant stakeholder audience, as out-
lined in Atlas Copco’s Business Code of Practice, includes representatives
of scciety, employees, customers, business partners and shareholders.

The Business Code of Practice is the central guiding policy for Atlas
Copco, andis owned by the Beard of Directors. Its commitment goes
beyond the requirements of legal compliance, to support voluntary inter-
national ethical guidelines. These include the United Nations International
Bill of Human Rights, Interational Labour Organization’s Declarationon
Fundamental Principles and Rights at Work, the ten principles of the
United Nations Global Compact, and QECD’s Guidelines for Multinational
Enterprises. Atlas Copco has employed a stakeholder-driven approachin
order toidentify themest material environmental, human rights, labor
and ethical aspects of its business. These priorities guide how the Group
develops and drives its business strategy, as well asits roadmap to support
the UN Sustainable Development Goals.

Thestrategicpillars together with the Group goals presented on pages
5-6 aim at continuously delivering sustainable, profitable growthforthe
Group. This means an increased economicvalue creation and, simultane-
ously, a positive impact on society and the envirenment, thus creating
shared value.

Atlas Copcomonitors and veluntarily discloses the progress on these
material financial and non-financial aspects, through an externally
assured,integrated annual report. In additicn to the Annual General
Meeting, Atlas Copco also creates engagement opportunities so that non-
shareholders can address the Group in various stakeholder dialogues.
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i, | —
Name Hans Strdberg Mats Rahmstrom Staffan Bohman Tina Donikowski
Position Chair since 2014 Board member Board member Board member
Born 1957 President and CEO 1949 1959
1965
Education M.5c.in Mechanical MBA from the Henley B.Sc.in Economics and B.Sc. in Industrial
Engineering, Chalmers Management College, Business Administration, Management from
University of Technology, the United Kingdom. Stockholm Schocl of Gannon University, U.S.
Gothenburg. Ecenemics and Stanford
Executive Program, U.S.
Nationality / Elected Swedish 7 2013 Swedish / 2017 Swedish 7 2003 American / 2017

External memberships

Chair of SKF, Roxtec AB,

CTEK AB and Anocca AB.
Board member of Investor AB
and Mellby Gard AB. Member
of The Royal Swedish Academy
of Engineering Sciences.

Board member of Wartsila Oyj
Abp, Finland, the Asscciation of
Swedish Engineering Industries
and of Piab AB. Member of The
Royal Swedish Academy of
Engineering Sciences.

Chair of Electrolux AB,

The German-Swedish Chamber
of Commerce, and The Research
Institute of Industrial
Economics. Member of The
Royal Swedish Academy of
Engineering Sciences.

Board member of Circor
Internaticnal, In¢, TopBuild,
Advanced Energy and Eriez
Manufacturing Co.

Principal work
experience and

Chief Executive Officer and
President for Electrolux AB.

President and CEO of
Atlas Copco AB*. President

CEO of Sapa AB, Granges AB
and Delaval AB.

Vice President for Global
Locomotive Business,

other Various executive positions in of the Atlas Copco Tools and Propulsion Business,

information the Electrolux Group based in Assembly Systems General Six Sigma Quality Leader,
Sweden and the U.5. Industry division. Before he was and General Manager
EU Co-Chair TABD, appointed President and CEO he Aftermarket Sales and
Trans-Atlantic Business was Business Area President for Service, all with
Dialogue. Industrial Technique. GE Transportation.

Attendance

Board meetings 12¢f12 120f 12 120f12 120f12

Annual General

Meeting Yes Yes No No

Independence

To Atlas Copcoand

its management Yes No 3 Yes Yes

To major

shareholders No# Yes Yes Yes

Fees and holdings

Total fees 2020,

KSEK " 2750 1131 648

13087 class A shares
5000 class B shares 10000 class A shares
Holdings in 25000 class Bshares 391713 employee 40000 class B shares

Atlas Copco AB2)

Board members
appointed
by the unions

11978 synthetic shares

stock options

Benny Larsson

Pasition: Board member
Born: 1972

Nationality: Swedish
Elected: 2018

Board meetings: 12 of 12

2721 syntheticshares

4176 syntheticshares

Mikael Bergstedt
Paosition: Board member
Born: 1960

Nationality: Swedish
Elected: 2004

Board meetings: 12 of 12
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Board of Directors, continued

%, =
,

P,

7}

Name Johan Forssell Anna Ohlsson-Leijon Gordon Riske Peter Wallenberg Jr
Position Board member Board member Board member Board member

Born 1971 1968 1957 1959

Education M.Sc. in Economics and B.Sc. in Business Administration MBA programme at GSBA, BSBA Hotel Administration,

Nationality / Elected

Business Administration,
Stockholm School of
Economics.

Swedish 7 2008

and Economics from Linképing
University.

Swedish / 2020

Zurich, Switzerland, in collabo-
ration with the State University
of New York, U.S., and BBA,
Ockreal school of Business,
Zurich, Switzerland.

American/ German / 2020

University of Denver, U.S.and
International Bachaloria,
American School, Leysin,
Switzerland.

Swedish /2012

Extemal memberships

Principal work
experience and

Board member of EQT AB,
Investor AB, Patricia Industries
AB, Wartsild Oyj Abp, Finland,
Epiroc AB, Confederation of
Swedish Enterprise and
Stockholm School of Economics.
Member of The Royal Swedish
Academy of Engineering
Sciences.

President and CEO of Investor
AB*. Managing Director,

Head of Business Area Europe,
Exe cutive Vice President,

Member of the Executive

Board for the non-profit Hertie-
stiftung GmbH, Frankfurt,
Germany, and a Non-Executive
Director at Weichai Power Co.,
Ltd., Weifang, China.

Chief Executive Officer of KION
Group AG*, Germany. Chairman

Chair of Knut and Alice
Wallenberg Foundation,
Wallenberg Foundations AB
and The Grand Group AB. Board
member of EQT AB and Scania.

Presidentand CEO of The
Grand Hotel Holdings, General

other Head of Core Investments and AB Electrolux®. Chief Financial ofthe Management Board of Manager, The Grand Hotel,
information member of the management Officer of Electrolux AB. Other Linde Material Handling GmbH, President Hotel Divisicn
group of Investor AB. senior positions within Electrolux Germany, Chairman of the Stockhelm-Saltsjon.
including CFO of Major Appliances Management Board of Deutz AG,
EMEA and Head of Electrolux Germany, Managing Director of
Corporate Control & Services. KUK A Reboter GmbH, Germany,
Chief Financial Officer of Kimoda. and management positions at
Various positions within KUKA SchweiBanlagen & Roboter
PricewaterhouseCoopers. GmbH, Germany and KUKA
Welding Systems & Robot
Corporation, U.5.
Attendance
Board meeting 120f12 120f12 12 0f12 120f12
Annual General
Meeting No No No No
Independence
To Atlas Copco and
its management Yes Yes Yes Yes
To major
shareholders No 3 Yes Yes No &
Fees and holdings
Total fees 2020,
KSEK ! 240 705 648 830
Holdings in 11 000 class Bshares 166 667 class Ashares
Atlas Copco AB 2) 7 526 synthetic shares 1083 synthetic shares 7 526 synthetic shares
Board Clle Magnusson
Paosition: Deputy to
members Mikael Bergstedt
a Ointed Born: 1953
p p N Nationality: Swedish
by the unions Elected: 2013
Board meetings: 12 0f 12
REFERENCES:

All educationalinstitutions and companies are based in Sweden, unless
otherwise stated.

3) President and CEO of Atlas Copco AB.

4 Board memberin a company, whichis alarger owner {Investor AB).

5! President and CEO of a company, whichisalarger owner (Investor AB).
6 Board member of anindirect cwner of Atlas Copco AB.

* Current position.

1l Seemore information on the calculation of feesinnote 5.

2) Holdings as per end 2020, including those of close relatives or legal
entities and grant for 2020.
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Besides the Presidentand CEQ, Group Management consists of four business area executives
and executives responsible forthe main Group functions; Corporate Communications, Human

Resources, Controlling and Finance, and Legal.

Mats Rahmstrém
President and CEO

Vagner Rego

Senior Executive Vice President
and Business Area President
Compressor Technique

GeertFollens

Senior Executive Vice President
and Business Area President
Vacuum Technigque

Henrik Elmin

Senior Executive Vice President
and Business Area President

Industrial Technique

Andrew Walker

Senior Executive Vice President
and Business Area President
Power Technique

Hans Ola Meyer

Senior Vice President,
Chief Financial Officer

Hakan Osvald

Senior Vice President,
Chief Legal Officer

Gisela Lindstrand

Senior Vice President,
Chief Communicaticns Officer

Cecilia Sandberg

Senior Vice President,
Chief Human Resources Officer

Atlas Copco 2020
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Group Management, continued

Mats Rahmstrém

Mats Rahmstrém has held positions in sales, service,
marketing and general managementwithin the Industrial
Technique business area. He has been President of the
Atlas Copco Tools and Assembly Systems General Industry
division. Before he was appointed President and CEO he
was Business Area President for Industrial Technique.

Pasition: President and CEO

Born: 1965

Education: MBA from the Henley Management
College, the United Kingdom.

Nationality: Swedish

Employed/In current position since: 1988/2017
External memberships: Board member of Wartsila Oyj
Abp, Finland, the Association of Swedish Engineering
Industries and of Piab AB. Member of The Royal Swedish
Academy of Engineering Sciences.

Holdings in Atlas Copco AB*

13 087 class A shares

5000 class B shares

391 713 employee stock opticns

Vagner Rego

Vagner Rego joined Atlas Copco as a trainee engineerin
S&o Paulo State, Brazil and was later appointed Business
Line Manager for Compressor Technique Service. He
later became Vice President Marketing and Sales for the
Compressor Technique Service division in Belgium.
Before he was appointed President of the Compressor
Technique Service division, he was General Manager for
Construction Technique’s customer center in Brazil.

Paosition: Senior Executive Vice President and
Business Area President Compressor Technique
Born: 1972

Education: Mechanical engineering from Mackenzie
University and an MBA from Ibmec Business School,
bothin Brazil.

Nationality: Brazilian

Employed!/In current position since: 1996/2017
Holdings in Atlas Copco AB*

3013 class A shares

81 651 employee stock options

Geert Follens

GeertFollens has held positions in purchasing, supply
chain and general management. He has served as General
Manager of Atlas Copco Compressor Technique customer
center in the United Kingdom. Before he became
President of the Vacuum Solutions division he was first
President of the Portable Energy division and then of

the Industrial Air division.

Position: Senior Executive Vice Presidentand
Business Area President Vacuum Technique
Bom: 1959

Education: M. Scin Electromechanical Engineering
and a post-graduate degree in Business Economics from
the University of Leuven, Belgium.

Nationality: Belgian
Employed/In current position since: 1995/2017
External memberships: Board member of SKF.

Holdings in Atlas Copco AB*
4698 class A shares
64927 employee stock options

Henrik Elmin

Henrik Elmin joined Atlas Copco as General Manager for
Atlas Copco Tools Customer Center Nordic in the Industrial
Technique business area. He was later appointed President
of the General Industry Tools and Assembly Systems
division. Before his current position he was President of
the Industrial Technique Service division.

Paosition: Senior Executive Vice President and
Business Area President Industrial Technique
Born: 1970

Education: M.Sc. in Mechanical Engineering from

Lund Institute of Technology and an MBA from INSEAD,
France.

Nationality: Swedish
Employed/In current position since: 2007/2017

Holdings in Atlas Copco AB*
4060 class A shares
113 641 employes stock options

Andrew Walker

Andrew Walker has held several different management
positions in markets including the United Kingdom,
Ireland, Belgium and the United States. Befere his current
position, he was President of the Service division within
Compressor Technique.

Paosition: Senior Executive Vice President and
Business Area President Power Technique

Born: 1961

Education: M.ScinIndustrial Engineering and an
MBA from University College Dublin, Ireland.

Nationality: Irish
Employed/In current position since: 1986/2014

Holdings in Atlas Copco AB*
2984 class A shares
94 017 employee stock options

Gisela Lindstrand

Gisela Lindstrand began her career as a journalist.
1989-1396 she was political adviser and press secretary
to the Prime Minister of Sweden. 1996-2007 she held
positions as Information Director for SABO, Press Relations
Manager at NCC, and Government Affairs Director for
Pfizer. Before her current position she was Senior Vice
President Corporate Communications and Public Affairs

at Securitas.

Position: Senior Vice President,

Chief Communications Officer

Bom: 1962

Education: BA in Political Science, Macroe conomics
and Cultural Geography, from Uppsala University.
Nationality: Swedish

Employed/In current position since: 2018/2018

Holdings in Atlas Copco AB*
1368 class A shares
22 144 employee stock options

Hans Ola Meyer

Hans Ola Meyer joined Atlas Copcoin 1978 to work with
Group accounting and controlling. He later moved to
Ecuador as Financial Manager. 1984-1991 he held variocus
positions at the broker Penningmarknadsmaklarna. He
returned to Atlas Copcoin 1991 as Business Controller

in Spain and in 1993 he became Senior Vice President,
Finance, for Atlas Copco AB and member of Group Man-
agement. He has held his current position since 1999.

Paosition: Senior Vice President, Chief Finandal Officer
Born: 1955

Education: B.Sc. in Economics and Business
Administration from Stockholm School of Economics.
Nationality: Swedish

Employed/In current position since: 1991/1999
External memberships: Board member of Upplands
Motor Holding AB and Electrolux Professional AB.
Holdings in Atlas Copco AB*

7686 class Ashares

37 821 class B shares

60951 employee stock opticns

Hakan Osvald

Hakan Osvald has been General Counsel for Atlas Copco
North America Inc. and Chicage Pneumatic Tool Company
in the United States. He was subsequently appointed Vice
President Deputy General Counsel Atlas Copco Group,
with a special responsibility for acquisitions. Prior to his
current position, he was General Counsel Operaticns.
Since 2012 he is Senior Vice President General Counsel and
Secretary of the Board of Directors for Atlas Copco AB.

Position: Senicr Vice President, Chief Legal Officer
Born: 1954

Education: Master of Law from Uppsala University.
Nationality: Swedish

Employed/In current position since: 1985/2012

External memberships: Chair of ICC Sweden,
reference group Competition and member of the
Board of Sweden-China Trade Council.

Holdings in Atlas Copco AB*

6989 class A shares

2600 class B shares

59 576 employee stock options

* Heldings as per end 2020, including those held by related natural or legal persons. See note 23 for more

information on the option programs and matching shares.

Alleducationalinstitutions and companies are based in Sweden, unless otherwise indicated.
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Cecilia Sandberg

Cecilia Sandberg began her career as Human Resources
consultant for a travel agency. 1999-2007 she held differ-
entHuman Rescurcesroles at Scandinavian Airlines and
AstraZeneca. Between 2007-2015 Cecilia Sandberg was
Vice President Human Resources for Atlas Copco’s
Industrial Technique business area. Before she started
her current position she was Senior Vice President Human
Rescurces at Permobil.

Paosition: Senior Vice President,

Chief Human Resources Officer

Bomn: 1968

Education: B.Sc.in Human Resources and a M.Sc.
in Sociology from Stockholm University.
Nationality: Swedish

Employed/In current position since: 2017/2017
Holdings in Atlas Copco AB*

2105 dlass A shares

38439 employee stock options
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Internal control over financial

reporting

This section includes a description of Atlas Copco’s system of internal controls over
financial reporting in accordance with the requirements set forth in the Swedish Code
of Corporate Governance and as stipulated by the Swedish Companies Act.

The purpose of well-developed internal controls over financial
reporting is to ensure correct and reliable financial statements and
disclosures.

Thebasis for the internal control is defined by the overall control
environment. The Board of Directors is responsible for establishing an
efficient system for internal controland governs the work through the
Audit Committee and CEQ. Group Management sets the tone for the
organization, influencing the control consciousness of employees.
One key success factor fora strong control environment lies in ensur-
ingthatthe organizational structure, decision hierarchy, corporate
values in terms of ethics and integrity as well as authority to act, are
clearly defined and communicated through guiding documents such
asinternal policies, guidelines, manuals, and codes.

Thefinancial reporting accounting policiesand guidelines are
issued by Group Management to all subsidiaries, which are followed
up with newsletters and conference calls. Trainings are also held for
complexaccounting areas and new accounting policies. The policies
and guidelines detail the appropriate accounting for key risk areas
suchasrevenues, trade receivables, including bad debt provisions,

inventory costing and obsolescence, accounting for income
taxes {current and deferred), financial instruments and business
acquisitions.

Theinternal control processis based on a control framework that
creates structure for the other four components of the process - risk
assessment, control activities, information and communication as
well as monitoring. The starting point forthe process is the frame-
work forinternal control issued by the Committee of Sponsoring
Organizations of the Treadway Commission {CO50), www.coso.org.

a Risk assessment

The company applies different processes to assess and identify the
main risks relating tofinancial reporting misstatements. The risk
assessments are regularly performed to identify new risks and follow
upthatinternal control isadequate to address the identified risks. The
key risk areas forthe financial reporting and control activities that are
in place tomanage the risks are presented in the table below.

Revenues are not
recognized inthe

KEY FINANCIAL
REPORTING RISKS

| Tradereceivables
i arenotappropriately

Business acquisitions and
i accounted forin i associated goodwillas

! accordancewith ! wellasintangible assets
! applicabletaxlegislation | arenctappropriately

: i accounted for

Inventory is not Income taxes are not
appropriately valued at
the lower of costor net

realizable value

appropriate accounting ! valued
period ;
Control Customer contracts are Trade receivables
o activities signed atappropriate and provisionsforbad
tomanage level within the Group. i debtare appropriately
keyfinancial i reconciled ateach

reportingrisks reporting date.

! Tax calculations are i Allbusiness acquisitions

Inventory counts
are performed on prepared and reviewed are approved by the
aregular basis. i ateachreporting date. | Board, CEQor Divisional

i President.

Crediit assessments are
! performed, and credit

i limits are reviewedon a
regular basis.

Revenuesare disaggre-
gated and analyzed by
type(e.g.goods, services
and rental} and by period
atlocal, divisional, busi-
ness area and Group

| The effective tax ratefor |
! each countryisanalyzed
! ateachreporting date

i by Group Tax.

Inventories are appro-
priately reconciled at
eachreporting date.

Purchaseprice alloca-

! tionsare prepared at

! divisional level and
reviewed at Group level.

level.

Revenuesforgoods i Provisions of bad debts Inventory costs are : Compliancewithtrans- Goodwill impairment
shipped arescrutinized at | aremade accordingto reviewed and approved | ferpricing policiesis | testsareprepared at
periodend againstship- Group policy. by the divisions. monitored regularly. | businessarea level and

ping terms and the
percentage of comple-
tion for services and proj-
ects are assessed ateach |
reporting date. ;

! reviewed at Group level.

! Daysofsales are

i analyzed atlocal, divi-

! sional, business area and
i Grouplevel.

QOngoingtax audits and
i disputes are monitored
\ by Group taxspecialists.

Inventorylevelsand the
saleability of inventory
are assessed ateach
reporting date together
withobsolescence.
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ATLAS COPCO'S INTERNAL CONTROL SYSTEM

Risk assessment Control activities

Control environment

Information and
communication

Monitoring

e Information and communication

The company has informationand communication channels
designed to ensure thatinformation isidentified, captured and
communicated in a form and timeframe that enable managers and
otheremployeesto carry out their responsibilities. Reporting instruc-
tions and accounting guidelinesare communicated to personnel
concerned through the financial reporting accounting policies and
guidelines, which are included inthe handbook of policies and guide-
lines The Way We Do Things, and supported by, forexample, training
programs fordifferent categories of employees. Acommon Group
reporting systemis used to report and consolidate all financial
information.

60 Atlas Copco 2020

o Monitoring

Examples of monitoring activities for the financial reporting
include:

* Management at divisional, business area and Group level regularly
reviews the financialinformation and assess complianceto Group
policies.

The Audit Committee and the Board of Directors regularly review
reportson financial performance of the Group, by business area
and geography.

The internal audit process aims to provide independent and objec-
tive assurance on internal control. Further, the process aims to serve
asa tool foremployee professional developmentand to identify
and recommend leading practices within the Group. Internal audits
areannually planned or initiated by the Group internal audit func-
tion with a risk-based approach. Internal audits were conducted
underleadership of Group internal audit staff with audit team
members having diverse functional competences butalways with
expertise in accounting and controlling. The results of the internal
audits undertaken are regularly reported to the Audit Committee
andto Group Management.

A control self-assessment{CSA) is performed primarily to support
local unit managers to evaluate the status of their control routines
and to address areas for improvement.One of the areas in the CSA
is internal control, which includes internal control overfinancial
reporting. Other areas include legal matters, communication and
branding, and the Business Code of Practice.

The Group hasan independent misconduct reporting system where
employees and other stakeholders can anonymously report on
behavior oractions that are possible violations of laws or of Group
policies, including violation of accounting and financial reporting
guidelines and policies. The reporting system also includes per-
ceived cases of human rightsviolation, discrimination or corruption.
The reports are treated confidentially and the person reporting is
guaranteed anonymity via an independentthird-party service pro-
vider. More information about the grievance mechanism can be
found on page 129.

Inthe compliance process, all managers and all employees are
requested to sign a statement confirming understanding and
compliance to financial policies, the Business Code of Practice
and applicable laws and regulations.
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and notes

MSEK unless otherwise stated
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FINANCIAL STATEMENTS, ATLAS COPCO GROUP

Consolidated income statement

Forthe year ended December 31
Amounts in MSEK Note 2020 2019
Revenues 4 99787 103756
Cost of sales -58 607 -59024
Gross profit 41180 44732
Marketing expenses -11334 -12118
Administrative expenses —6493 7226
Research and development expenses -3762 -3631
Other cperating income 7 270 297
Other cperating expenses 7 —748 —173
Share of profitin associated companies and joint ventures 14 33 16
Operating profit 4,5,6,16 19 146 21897
Financialincome 8 161 161
Financial expenses 8 -482 —486
Netfinancial items -321 -325
Profitbefore tax 18825 21572
Income tax expense 9 -4042 -5029
Profit for the year 14 783 16 543
Profit attributable to:
—-owners of the parent 14779 16522
—non-controlling interests 4 21
Basic earnings per share, SEK 11 12.16 13.60
Diluted earnings per share, SEK 11 1214 13.59
Consolidated statement of comprehensive income
Forthe year ended December 31
Amounts in MSEK Note 2020 2019
Profit for the year 14 783 16 543
Other comprehensive income
Items that will notbe reclassified to profit orlass
Remeasurements of defined benefit plans 93 -626
Income tax relating to items that will notbe redlassified -19 150
74 -476
Items that may be reclassified subsequently to profit orloss
Translation differences
—onforeign operations -6 398 1578
—realized and reclassified to income statement - -32
Hedge of net investmentsin foreign operations 673 -252
Cash flow hedges 27 43
Income tax relating to items that may be reclassified =211 71
-5 909 1408
Other comprehensive income for the year, net of tax 10 -5835 932
Total comprehensive income for the year 8948 17 475
Total comprehensive income attributable to:
—owners of the parent 8963 17 453
—-non-controllinginterests -15 22
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Consolidated balance sheet

FINANCIALSTATEMENTS, ATLAS COPCO GROUP

Amounts in MSEK Note Dec. 31,2020 Dec.31, 2012
ASSETS
Non-current assets
Intangible assets 12 45 840 36549
Rental equipment 13 22 2858
Other property, plantand equipment 13 7889 8021
Right-of-use assets 22 3261 3557
Investments in associated companies and joint ventures 14 931 1037
Otherfinandial assets 15 673 642
Otherreceivables 102 116
Deferred tax assets 9 1484 1449
Total non-current assets 62421 54229
Current assets
Inventories 16 13450 14501
Trade receivables 17 18801 20590
Income tax receivables 969 1373
Otherreceivables 18 6007 5898
Otherfinandial assets 15 58 125
Cash and cash equivalents 19 11655 15005
Assets classified as held for sale 3 5 1
Total current assets 50945 57493
TOTAL ASSETS 113366 111722
EQUITY Page 64
Share capital 786 786
Other paid-in capital 7855 7622
Reserves 2913 8804
Retained earnings 41661 36019
Total equity attributable to owners of the parent 53215 53231
Nen-controlling interests 319 59
TOTALEQUITY 53534 53290
LIABILITIES
Non-current liabilities
Borrowings 21 21669 20400
Post-employment benefits 23 3488 3488
Otherliabilities 278 261
Provisions 25 1195 1149
Deferred tax liabilities 9 1736 702
Total non-current liabilities 28366 26 000
Current liabilities
Borrowings 21 2977 3255
Trade payables 11202 11898
Income tax liabilities 1367 1433
Ctherliabilities 24 13987 14233
Provisions 25 1933 1613
Total current liabilities 31466 32432
TOTALEQUITY AND LIABILITIES 113366 111722
Information concerning assets pledged and contingent liabilities is disclosed in note 26.
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Consolidated statement of changes in equity

2020 Equity attributable to owners of the parent
Non-
Share  Other paid-in Hedging  Translation Retained controlling Tetal
Amounts in MSEK capital capital reserve reserve earnings Total interests equity
Opening balance, Jan. 1 786 7622 40 8764 36019 53231 59 53290
Profit for the year 14779 14779 4 14783
Other comprehensive income forthe year 19 -5910 75 -58186 -19 -5835
Total comprehensive income for the year 19 -5910 14 854 8963 -15 89438
Dividend -8 506 -8506 -8506
Acquisition of series A shares —1097 -1097 -1097
Divestment of series A shares 230 590 820 820
Divestment of series B shares 3 - 3 3
Change of non-controlling interests -157 —157 275 118
Share-based payment, equity settled
—expense during the year 158 158 158
—exercise option -200 —200 —200
Closing balance, Dec. 31 786 7855 59 2854 41661 53215 319 53534
2019 Equity attributable to owners of the parent
Non-
Share  Other paid-in Hedging  Translation Retained controlling Tetal
Amounts in MSEK capital capital reserve reserve earnings Total interests equity
Opening balance, Jan. 1 786 7201 2 7395 27041 42425 47 42472
Profitfor the year 16522 16522 21 16543
Other comprehensive income forthe year 38 1369 —476 231 1 932
Total comprehensive income for the year 38 1369 16 046 17453 22 17475
Dividend -7 653 -7 653 -10 -7663
Acquisition of series A shares -897 -897 -897
Divestment of series A shares 394 1755 2149 2149
Divestment of series B shares 27 8 35 35
Share-based payment, equity settled
—expense during the year 135 135 135
—exercise option -416 -416 -416
Closing balance, Dec. 31 786 7622 40 8764 360192 53231 59 53290
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Consolidated statement of cash flows

For the year ended December 31

Amounts in MSEK Note 2020 2019
Cash flows from operating activities
Operating profit 19146 21897
Adjustments for:

Depreciation, amortization and impairment 12,13,32 5189 4700

Capital gainfloss and other non-cash items 746 99
Operating cash surplus 25081 26696
Net financial items received/paid 244 -610
Taxes paid -4 531 -5501
Pension funding and payment of pensicn to employees —340 -376
Cash flow before change in working capital 20454 20209
Change in:
Inventories 535 —951
Operating receivables 1208 -739
Operating liabilities 423 -1281
Change in working capital 2166 =297
Increase in rental equipment —486 -1140
Sale of rental equipment 70 53
Net cash from operating activities 22204 16151
Cash flows from investing activities
Investments in other property, plant and equipment 13 -1459 -1662
Sale of other property, plant and equipment 39 718
Investments inintangible assets 12 -1337 -1016
Sale ofintangible assets - 1
Acquisiticn of subsidiaries 2 -13583 -7 706
Investment in other financial assets, net 54 -18
Net cash from investing activities -16286 -2683
Cash flows from financing activities
Ordinary dividend —8 506 —7653
Dividend paid to non-controlling interest - -10
Acquisiticn of nen-controlling interest -216 -
Repurchase of own shares -1097 -897
Divestment of own shares 823 2184
Borrowings 2407 4637
Repayment of borrowings -729 -5618
Settlementof CSA 2 -79 367
Payment of lease liabilities 22 -1155 -1034
Net cash from financing activities -8552 -8024
Net cash flow for the year -2634 -1556
Cash and cash equivalents, Jan. 1 15005 16414
Net cash flow for the year -28634 —-1556
Exchange-rate difference in cash and cash equivalents 716 147
Cash and cash equivalents, Dec. 31 19 11655 15005
201 9includes MSEK 600 from sale-and-leaseback transactions of propertiesinthe U.S.A,, see note 28.
# Credit Support Annex, see note 27.
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1. Significant accounting principles, critical accounting estimates and judgements

SIGNIFICANT ACCOUNTING PRINCIPLES

The consolidated financial statements comprise Atlas Copco AB, the Parent
Company ("the Company”), and its subsidiaries {together “the Group” or Atlas
Copco) and the Group’sinterestin associated companies and joint ventures.
Atlas Copce ABis headquarteredin Nacka, Sweden.

Basis of preparation

The consolidated financial statements have been prepared in accordance with
International Financial Repoerting Standards {IFRS) as endorsed by the EU. The
statements are also prepared in accordance with the Swedish recommendation
RFR 1 “Supplementary Accounting Rules for Groups” and applicable statements
issued by the Swedish Financial Reporting Board. These require certain addi-
tional disclosures for Swedish consolidated financial statements prepared in
accordance with IFRS.

The accounting principles set out below have been consistently applied to all
pericds presented, unless ctherwise stated, and for all entities included in the
consolidated financial statements. The annual report forthe Group and for Atlas
Copco AB,includingfinancial statements, was approved forissuance on March
3,2021. The balance sheets andincome statements are subject to approval by
the Annual General Meeting of the shareholders on April 27,2021,

Basis of consolidation

The consolidated financial statements have beenprepared in accordance with
the acquisition method. Accordingly, business combinaticns are seen asif the
Group directly acquires the assets and assumes the liabilities of the entity
acquired. The consolidated income statements and balance sheets of the Group
include all entitiesinwhich the Company, directly crindirectly, has contrel.

Control exists when the Company has power over the entity, isexposed, or
hasrights, tovariablereturns from its involvement with the entity and has the
ability to use its powerto affectits returns. Generally, control and hence consoli-
dationis based on ownership. In a few exceptions, consolidationis based on
agreements that give the Group contrcl over an entity. See note A22 forinfor-
mation cn the Group’s subsidiaries.

Intra-group balances andinternal income and expense arising fromintra-
grouptransactions are fully eliminated in preparing the consclidated financial
statements. Gains and losses arising frem intra-group transactions that are rec-
ognized inassets, such asinventory and fixed assets, are eliminatedin full, but
losses cnlyto the extent that there isno evidence of impairment.

Business combinations
Atthe acquisiticn date, i.e. the date onwhich controlis obtained, each identifi-
able asset acquired andliability assumed isrecognized at its acquisition-date fair
value. The consideration transferred, measured at fairvalue, includes assets
transferred by the Group, liabilities to the former owners of the acquiree and the
equityinterestsissued by the Group in exchange for control of the acquiree. Any
subsequent changein suchfairvalueis recognized in profitorloss, unless the
contingent consideration is classified as equity. Transacticns costs that the Group
incurin connection with abusiness combination are expensed asincurred.
Goodwill is measured as the excess of the sum of the consideration trans-
ferred, the amount cf any non-controlling interests in the acquiree, and the fair
value of the Group’s previously held equity interestinthe acquiree (if any) over
thenet of acquisition-date fair value amounts of the identifiable assets acquired
and liabilities assumed.

Non-controllinginterestisinitially measured either

» atfairvalue, or

» atthenon-controllinginterest’s preportionate share of the fairvalue of
identifiable net assets.

Subsequent prefit or loss attributable to the non-controlling interest is allo-
cated to the non-controllinginterest, evenif it puts the non-controllinginterest
inadeficit position. Acquisitions of non-centrolling interests arerecognized asa
transaction between equity attributable to owners of the parent and non-con-
trolling interests. The difference between consideration paid and the propor-
tionate share of net assets acquired isrecegnized in equity. For details onthe
acquisitions made during the year, see note 2.

Associated companies and joint ventures

Anassociate is anentity inwhich the Group hassignificantinfluence, but not
control, over financial and operating policies. When the Group holds 20-50% of
thevoting power, itis presumed thatsignificant influence exists, unless other-
wise demoenstrated. A joint venture is an entity over which the Group has joint
control, through contractual agreements with one or more parties. Investments
inasscciated companies and joint venturesarereported according to the equity
method. This means that the carrying value of interests in an associate orjoint
venture correspondsto the Group’s share of reported equity of the associate or
jointventure, plus any goodwill, and any cther remaining fair value adjustments
reccgnized at acquisition date.
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"Share of profitin associated companies and joint ventures”, included in the
income statement, comprisesthe Group's share of the associate’s and joint ven-
ture'sincome after tax adjusted for any amortization and depreciation, impair-
mentlosses, and other adjustments arising from any remaining fair value adjust-
ments recognized at acquisiticn date. Dividendsreceived from an associated
company or jeint venture reduce the carrying value of the investment.

Unrealized gains and losses arising from transacticns with an asscciate ora
jointventure are eliminated to the extent of the Group’sinterest, butlesses only
1o the extent that there isno evidence of impairment of the asset. Whenthe
Group‘sshare of lossesin an associate or ajoint venture equals or exceedsits
interestin the associate or joint venture, the Group does notrecognize further
losses unless the Group hasincurred obligaticns or made payments onbehalf of
theassodate.

Functional currency and foreign currency translation

The consclidated financial staterments are presented in Swedish krena (SEK),
whichisthe functional currency for Atlas Copco AB and also the presentation
currency for the Group's financial reporting. Unless otherwise stated, the
amounts presented arein millicns Swedish krona {MSEK).

Transactions in foreign currencies are translated at the foreign exchange rate
ruling atthe date of the transaction. Non-monetary items carried at historical
cost are reported using the exchangerate at the date of the transacticnand
non-monetaryitems carried at fair value arereported at the rate that existed
when the fairvalues were determined. Tangible and intangible assets, inventory
and advanced payments are examples of non-monetaryitems.

Receivables and liabilities and other monetaryitems denominated in foreign
currencies are translated using theforeign exchange rate at the balance sheet
date. The exchange rate gains andlossesrelatedto receivables and payables
and other operating receivablesandliabilities areincluded in “Other operating
income and expenses” and foreign exchange rate gains and losses attributable
to otherfinancial assets and liabilities are included in “Financial income and
expenses”. Exchange rate differences on translation to functional currency are
repcrted in "Other comprehensive income” in the following cases:

«» translation of afinancial liability designated as a hedge of the netinvestment
inaforeignoperation,

» translation of intra-group receivables from, or liabilities to, a foreign opera-
tion thatinsubstance is part of the netinvestmentin the foreign operation,

» cash flow hedges of foreign currency to the extent that the hedge is effective.

Inthe consclidation, the balance sheets of foreign subsidiaries are translated to
SEK using exchange rates atthe end of thereporting pericd andtheincome
statements are translated at the averagerates for the reporting period. Foreign
exchange differences arising on such translation are recegnized in "Other com-
prehensive income” and are accumulatedin the currency translation reserve in
equity. Exchange rates for major currencies that have been used forthe conscli-
datedfinancial statements are showninnote 27.

Segmentreporting

Anoperating segmentis a component of the Group that engagesin business
activities fromwhich it may earn revenue andincur expenses, and for which
discrete financial information is available. The cperating results of all operating
segments are reviewed regularly by the Group's President and CEQ, the chief
operating decision maker, to make decisicns about allocation of resourcesto
thesegments and also to assess their performance. See note 4 for additional
information.

Revenue recognition

Revenue is recognized at an amount thatreflects the expected and entitled
consideration for transferring goods and/or services to customers when control
has passed to the customer.

Gaadssold

Revenue from goodssold arereccgnized at one point in timewhen control of
thegoodhas been transferred to the customer. Thisoccurs forexample when
the Group has apresent right tc payment for the good, the customer has legal
title of the goed, the good has been delivered to the customer and/or the cus-
tomer has the significant risks and rewards of the ownership cfthe good.

Whenthe goods scld are highly customized and anenferceable right to pay-
mentis present, revenue isrecognized overtime using the proportion of cost
incurred to date compared to estimated total cost to measure the progress
towards complete satisfaction of that performance obligaticn and thereby
transferring the control of the good to the customer.

Installaticn services are scld together withthe good or separately. The Group
assesses the contract atinception, and the installation service is either consid-
ered as partof the perfermance obligation ofthesale of the good oras asepa-
rate performance obligation. The installation service is a separate perfermance
obligationwhen the customer can benefit from the service eithercnits ownor
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together with other rescurces readily available and the promise to transfer the
service to the customeris separatelyidentifiable from other promisesin the
contract.

For buy-back commitments where the buy-back price islower than the origi-
nal selling price but thereis an economic incentive for the customer to use the
buy-back commitment option, the transactionis accounted for as alease.

Variable cansideration

Some contracts with customers provide a right of return, trade discounts or vol-
umerebates. If revenue cannctbereliably measured, the Group defers revenue
untilthe uncertaintyis resolved. Such liabilities are estimated at contractincep-
tion and updated thereafter.

Rightsof return

when a contractwith a customer provides aright toreturn the good within a
specified period, the Group accountsforthe right of return using the expected
value method. The amount of revenue related to the expected returnsis deferred
andrecognized in the statement of financial pesiticn within "Other liabilities”.
Acorresponding adjustment is made to the cost of sales and recognizedinthe
statement of financial positicn within “Inventories”™.

Rendering of service

Revenue from service isrecognized overtime by reference to the progress
towards satisfaction of each perfermance obligation. The progress towards
satisfaction of each performance obligation is measured by the proportion of
costincurred to date compared to estimated total cost of each performance
obligation.

Where the cutcome of a service contract cannot be estimated reliably, reve-
nueisreccgnized to the extent of costincurred that are expected to be recover-
able. Whenitis prebable that total contract costs will exceed total revenue, the
expected lossisrecognized as an expense immediately. Whenthevalue of the
service performedto the customer corresponds directly to the right toinveice
forthat service, revenue is recognized tc the amountinveiced.

Specialtyrental

Income from specialty rental is recognized on a straight-line basis over the rental
pericd. The specialty rental business is considered to be a service for the custom-
ersas thisincludes a complete solutionto the customers to fulfill the customer
needs. Sale of equipment from the specialtyrental businessis recognized asrev-
enue when the control of the asset has been transferred to the buyer. Indicators
of transfer of controlis explained under "Goods scld” see page 66. The carrying
value ofthe specialty rental equipment sold is recognized as cost cf sales. Invest-
mentsin and sales of specialty rental equipment areinduded in cash flows from
operating activities.

Contractassets and contractfiabilities

Thetiming of revenue recognition, billings and cash collections results inbilled
account receivables, unbilled receivables {contract assets), and customer
advances and deposits {contract liabilities) in the consolidated balance sheet.
Billing occurs either as work progresses in accordance with agreed-upon con-
tractualterms, upon achievement of contractual milestones or whenthe con-
trol of the goods has beentransferred to the customer. The Group sometimes
receives advances ordeposits from customers, before revenue isrecognized,
resulting in contractliabilities. These contract assets and contract liabilities are
reported in the consolidated balance sheet, in"Other receivables” or "Otherlia-
bilities”, on a contract-by-contract basis at the end of each reporting period.
Payment terms range from contractto contract and are dependentuponthe
agreement with the customer.

Practical expedients

The Group has elected to apply the following practical expedients:

For the disdosure of the aggregate amount of the transaction price allocated to

the performance obligations that are unsatisfied {or partially unsatisfied) at the

end of the reporting period, the Group does not disclose the valuerelated to the

following expedients:

» the performance obligation thatis partof the contract thathas an criginal
expected duration of oneyear orless, and

» the entity has aright to consideration from a customerin an amount that cor-
responds directly with the value to the customer of the entity’s performance
completedto date.

Forincremental cost of obtaining the contract, the Group usesthe practical expe-
dientof recognizing the incremental cost as an expense if the amortization period
of the asset, that otherwise would have beenreccgnized, is one year or less.

Other operating income and expenses
Commissions received are recegnized on an accrual basisin accordance with the

financial substance of the agreement. Gains and losses on disposals of an item
ofnon-currenttangible and intangible assets are determined by comparing the
proceeds from disposal with the carrying amount. See note 7 for additional
information.

Government grants

Government grants are recoghized whenthere isreasonable assurance that the
Group will complywith the conditions attached to the grants and that the grants
will be received. Government grants related to expenses are recognized inthe
income statement asa deduction of the associated expenses. If the grants can-
notbe allocated to an associated expense, government grants are recognizedin
“Other cperatingincome”. Government grantsrelated to assets arerecognized as a
deduction in arriving at the carrying amount of the asset and recognized asreve-
nueoverthe useful life of the asset through areduction of the depreciation
expense. See note 7 for additicnal information.

Financial income and expenses

Interestincome and interest expenses are recognized in profit orloss using the
effective interest rate method. Dividend incomeis recognized in profit orloss on
the date that the Group'sright to receive payment is established. See note 8 for
additional information.

Income taxes

Income taxesinclude both current and deferred taxes. Income taxes are

reported in profit orlessunless the underlying transaction isreported in “Other

comprehensive income” orin "Equity”,in which case the corresponding taxis
reported according to the same principle.

Acurrent tax liability or assetis recognized for the estimated taxes payable or
refundable for the current year or prior years.

Deferred tax isrecognized using the balance sheet liabilitymethod. The cal-
culation of deferred taxes is based on differences between the valuesreported
inthebalance sheet and theirvaluationfortaxation, which arereferred tc as
temporary differences, and the carry forward of unused taxlosses and tax cred-
its. Temporary differences attributable to the follewing assets and liabilities are
notprovidedfor:

» theinitial recognition of goodwill,

» theinitial recegnition (other thanin business combinations) of assets or liabili-
ties that affect neither accounting nortaxable profit,

» differencesrelated toinvestments insubsidiaries, associated companies and
jointventuresto the extent that they will probably not reversein the foresee-
able future, and for which the Companyis able to control the timing of the
reversal of the temporary differences.

Adeferredtaxassetisrecognized only to the extent thatitis probable that
future taxable profits will be available against which the asset can be utilized. In
the calculation of deferred taxes, enacted or substantively enacted tax rates are
used for theindividual tax jurisdictions.

Currentand deferred tax assets and liabilities are offset when thereis alegally
enforceable right to set off current tax assetsagainst current taxliabilities and
when theyrelatetoincome taxeslevied by the same taxaticn authority and the
Group intends to settleits current tax assets and liabilities on a net basis. For
detailsregarding taxes, see note 9.

Earnings per share

Basic earnings per share are calculated based on the profit for the year attribut-
able to cwners of the parent and the basic weighted average number of shares
outstanding. Diluted earnings per share are calculated based on the profit for
theyear attributable to cwners of the parentand the diluted weighted average
number of shares outstanding. Dilutive effects arise from stock options that are
settled in shares, or that at the employees’ choice can be settled in sharesor cash
inthe share-basedincentive programs.

Stock options have a dilutive effect when the average share price during the
period exceeds the exercise price of the options. when calculating the dilutive
effect, the exercise priceis adjusted by the value of future servicesrelated to the
options. If options forwhich employees can choose settlementin shares or cash
are dilutive, the profitfor the yearis adjusted for the difference between cash-
settled and equity-settled treatment of opticns and the more dilutive of cash
settlement and share settlementis usedin calculating earnings per share. See
note 11 formore details.

Intangible assets

Gaadwill

Goodwillisrecognized at cost, as established at the date of acquisition of a
business (see "Business combinations”), less accumulatedimpairmentlosses, if
any. Goodwill is allccated to the cash-generating units (CGU) that are expected
to benefit from the synergies of the business combination. Impairment testing
ismade atleast annually orwhenever the need isindicated. Theimpairment
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testis performed at the level onwhich goodwillismonitored for internal manage-
ment purposes. The four business areas of Atlas Copco’s operations have been
identified as CGUs. Goodwillis reported as anintangible asset withindefinite
useful life.

Technology-basedintangible assets

Expenditure onresearch activitiesis expensedasincurred. Research projects

acquired as part of business combinaticns are initially recognized at their fair

value at the acquisition date. Subsequent toinitial recegniticn, these research

projects are carried atcostless amortization and impairment losses. Expendi-

ture on development activities are expensed asincurred unless the activities

meet the criteria for being capitalized i.e.:

» theproduct or process being developed is estimated to be technically and
commercially feasible, and

» the Group hasthe intent and abilityto complete and sell or use the product
or process.

The expenditure capitalized includes the cost of materials, direct labor, and
other costs directly attributable to the project. Capitalized development
expenditure is carried at cost less accumulated amortization andimpairment
losses. Amortization related to research and development expenditure for
2020 amounted to 975(792). Thishasbeenreported as part of research and
development costsin the income statement since the Group follows up onthe
research and develecpment function asawhole.

Trademarks

Trademarks acquired bythe Group are capitalized based on their fair value at
the time of acquisiticn. Certain trademarks are estimated tc have an indefinite
useful life and are carried at cost less accumulated impairment losses. They are
tested atleast annually forimpairment. Othertrademarks, which have finite
useful lives, are carried at cost less accumulated amortization and impairment
losses.

Marketing and customer related intangible assets

Acquired marketing and customer related intangibles are capitalized based on
their fair value at the time of acquisition and are carried at cost less accumu-
lated amortization and impairmentlosses.

Ctherintangible assets

Acquired intangible assetsrelating to contract-based rights, such aslicenses or
franchise agreements, are capitalized based ontheirfairvalue at the time of
acquisition and carried at cost less accumulated amortization and impairment
losses. Expenditure oninternally generated goodwill, trademarks and similar
itemsis expensed asincurred. Changes inthe Group's intangible assets during
the year are described innote 12.

Property, plant and equipment

Itemns of property, plant and equipment are carried at cost less accumulated
depreciation and impairment losses. Cost of an item of property, plantand
equipment comprises purchaseprice, import duties, and any cost directly
attributableto bringing the asset to the location and conditionfor use. The
costalsoincludes dismantlement and removal of the asset in the futureif appli-
cable. Berrowing cost for assets that need a substantial pericd of time to get
readyfortheirintended use are includedin the cost value until the assets are
substantially readyfortheir use orsale and are thereafter depreciated overthe
useful life of the asset. The Group capitalizes costs oninitial recognition and on
replacement of significant parts of property, plant and equipment ifitis proba-
ble that the future economic benefits embodied will flow te the Group and the
cost can bemeasured reliably. All other costs arerecognized as an expensein
profitorlosswhen incurred. Changesin the Group’s property, plant and equip-
ment during theyear are describedinnote 13.

Rentalequipment

Therental fleetis comprised of diesel and electric powered air compressors,
generators, air dryers, and to a lesser extent general construction equipment.
Rental equipmentisinitially recognized at cost and is depreciated over the esti-
mated useful lives of the equipment. Rental equipment is depreciated to a
residual value estimated at 0-10% of cost.

Depreciation and amortization

Depreciation and amortization are calculated based on cost using the straight-
line method overthe estimated useful life of the asset. Parts of property, plant
and equipment with a cost thatis significantinrelation to the total cost of the
item are depreciated separately when the useful lives of the parts donot coin-
cide with the useful lives of other parts of the item. The following useful lives
areused for depreciation and amortization:
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Technology-based intangible assets 3-15years
Trademarkswith finite lives 5-15years
Marketing and customer related intangible assets 5-15years
Buildings 25-50years
Machinery and equipment 3-10years
vehicles 4-5years
Computerhardware and software 3-10years
Rental equipment 3-8years

The useful lives and residual values are reassessed annually. Land, assets under
constructicn, goodwill, and trademarkswith indefinite lives are not depreciated
oramortized.

Leases

Group aslessee

Recognition of alease

Upcninitiation, contracts are assessed by the Group, to determine whethera
contractis, or contains alease. If the contract conveysthe right tc control the use
ofanidentified asset for a certain period of time in exchange for consideration,
thenitis or contains alease. Theright to control the use of anidentifiable assetis
assessed by the Groupbased uponif thereis an identifiable asset, if the Group
has theright to obtain substantially all eccnemicbenefits from the use of the
asset and if the Group has theright to steer the use of the asset. The Group has
elected to separate the non-lease compenents and apply anumber of practical
expedients with regard to short-term leases and leases for which the underlying
assetis of lowvalue. In cases where the Group acts as an intermediate lessor, it
accounts foritsinterests inthe head-lease and the sub-lease separately.

Measurement of a right-of-use asset and fease liabifity
Right-of-use asset
On commencement date, the Group measures the right-of-use asset at cost,
whichincludes the following: the initial amount of the lease liability adjusted for
anylease payments made at or before the commencement date, less anylease
incentives received and anyinitial direct costsincurred by the Group as well as
anestimate of costs to beincurred by the Group indismantling and removing
theunderlying asset, restoring the site onwhichitis located or restoring the
underlying asset to the condition required by the lease contract. Cest for dis-
mantling, removing or restoring the site cnwhich itislocated and/or the under-
lying assetis only recognized whenthe Group incurs an obligaticn to do so.
Theright-of-use assetisdepreciated over the lease term, using the straight-
line method. Changesin the Group'sright-cf-use asset during the yearis described
innote 22,

Lease fiability
On commencement date, the leaseliabilityis measured at the present value of
theunpaid lease payments, discounted using theinterestrateimplicitin the
lease, orif therate cannot bereadily determined, the Group's incremental bor-
rowing rate. Lease paymentsincluded inthe lease liability comprise of fixed pay-
ments, variable lease payments that depend on anindexora rate, amounts to
be paidunder aresidual value guarantee and lease paymentsin an optional
renewalperiodifthe Groupis reasonably certain to exercise an extension option
aswell as penaltiesforearly terminaticn of alease, if the Group is reascnably
certainto terminate early. I there is a purchase opticn present, this will be
included if the Groupis reasonably certain to exercise the option.

Thelease liakilityis measured at amertized cost by using the effective interest
rate method. For additional information see note 21.

Short-term leases and leases for which the underlying asset Is of low value
The Group haselected to apply recognition exemptions for short-term leases and
leasesforwhich the underlying asset is of low value, for example office equipment
such as printers and computers. Lease payments asscciated with those leases are
recognized as an expense on a straight-line basis overthe lease term.

Groupasalessor
Atinception of alease contract, the Group assess whether theleaseis afinance
lease or an cperatinglease. If the lease transfers substantially all of therisks and
rewardsincidental to ownership of the asset, itisconsidered to be a finance
lease;if not, itisan operating lease. Under finance leases where the Group acts
aslessor, the transacticnisrecegnized as a saleand a lease receivable, compris-
ingthe future minimum lease payments and any residual value guaranteed to
the Group. Lease payments are recognized asrepayment of the lease receivable
andinterestincome. In cases where the Group actsas alessorunder an cperat-
inglease, the lease payments are included in profit orloss on a straight-line basis
overthe term cfthelease.

In cases where the Group acts asanintermediate lessor, it accountsforits
interests inthe head-lease and the sub-lease separately. The Group assesses the
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1. Significant accounting principles, critical accounting estimates and judgements, continued

lease classification of asub-lease withreference to the right-of-use asset arising
fromthehead-lease.

Impairment of nen-financial assets

Thecarrying values of the Group's non-financial assets arereviewed at least at
eachreporting date to determine whetherthereis anyindication ofimpair-
ment. If any such indicaticn exists, the Group estimates the recoverable amount
of the asset. Animpairment loss is recognizedif the carrying amount of an asset
oritscash-generating unit {CGU) exceedsits recoverable amount {i.e. the
greater of fair value less costs tosell and value in use). In assessing the value in
use, the estimated future cash flows are discounted to their present value using
adiscountrate thatreflects current market assessments of the time value of
money and the risks specific to the asset or CGU. For the purpose of assessing
impairment, assets are greuped in CGUs, which are the smallestidentifiable
groups of assetsthat generate cashinflowsthat arelargely independent ofthe
cash inflows from other assets or group of assets. Impairment losses are recog-
nizedin profitorloss. Animpairment loss related to goodwill isnot reversed. In
respect of other assets, impairment losses in prior periods are reviewed for pos-
sible reversal ofthe impairment at each reporting date.

Inventories

Inventeries are valued atthe lower of cost and netrealizable value. Netrealiz-
ablevalue isthe estimated selling price forinventories less all estimated costs of
completion and costs necessary to make the sale. Inventcries are recognized
according to thefirst-in, first-cut principle andincludes the cost of acquiring
inventeries and bringing them to their existing location and conditicn. Invento-
riesmanufactured by the Group and work in progressinclude an appropriate
share of production overheads based on normal operating capacity. Inventories
are reported net of deductions for cbsolescence and internal profits arisingin
connectionwith deliveries from the production companies to the customer
centers. Seenote 16 formore details.

Equity
Sharesissuedbythe company are classified as equity. Incremental costsdirectly
attributable totheissue of ordinary shares and share cptions are recognized as
adeductionfrom equity, net of any tax effect.

when Atlas Copcoshares arerepurchased, the amount of the consideration
paidisrecognized asa deduction from equity net of anytax effect. Repurchased
shares are classified astreasury shares and are presented as adeduction from
total equity. When treasury shares are sold or subsequentlyreissued, the
amount receivedisrecegnized as anincrease in equity and theresulting surplus
ordeficiton the transactionis transferred to or from Gther paid-in capital.

Supply chain financing

The Group and Banks, with closerelations to Atlas Copco, offer suppliers the
opportunity to use a supply chain financingscheme ("SCF”) which allows them
tobe paid earlierthan the invoice due date. The Group evaluates supplier
arrangements against a number of indicators to assess if the payable continues
to hold characteristics of a trade payable or should be classified as borrowings;
these indicatersinclude whether the payment terms exceed customary pay-
ment terms in the industry. These transactions have been recognized as either
“Account payables” or “Borrowings” in the Group's balance sheet and as
“Change in operatingliabilities” or changein "Borrowings” or “Repayment of
borrowings” inthe statement of cash flows.

Provisionsarerecognized:

» whenthe Group has alegal or constructive obligation as aresultofa
pastevent,

« itis probable that the Group will have to settle the cbligation, and

» the amount of the cbligation canbe estimated reliably.

Theamountreccgnized as a provisionis the best estimate of the consideration
requiredto settle the present obligation at thebalance sheet date.

Ifthe effect of the time value of moneyis material, the provisionisdetermined
by discounting the expected future cash flows of estimated expenditures.

Provisions for product warranties arerecognized as cost of sales at the time
the products are sold based on the estimated cost using historical data for level
ofrepairsand replacements.

Arestructuring provisionis recognized when the Group has approved a
detailed and formal restructuring plan and the restructuring has either com-
mencedorbeen announced publicly.

Present obligations arising under onerous contracts are recognized as provi-
sions. An onerous contractis censideredto existwherethe Group has a contract
underwhich the unavoidable costs of meeting the obligationsunder the con-
tract exceed the economicbenefits expected tc be received from the contract.
Before a provisionis established, the Group recognizes anyimpairmentloss on
the asset associated with the contract. For details on provisions see note 25.

Post-employment benefits

Post-employment benefit plans are classified either as defined contributicn or
defined benefitplans. Under a defined contributicn plan, the Group paysfixed
contributionsinto aseparate entity and will have no legal or constructive obli-
gation to pay further amountsif thefund does notheld sufficient assets to pay
all employee benefits. Contributionsto defined contributions plans are
expensedwhen employees provide services entitling them to the contribution.

Other post-employment benefit plans are defined benefitplans and itis the
Group’s obligaticon to provide agreed benefits to current and formeremployees.
The net obligation of defined benefit plans is calculated by estimating the
amount of future benefits that employeeshave earned in return for their ser-
vicesin current and pricr pericds. The amountis discounted to determineits
presentvalue and the fair values of any plan assets are deducted. Funded plans
with net assets, i.e. plans with assets exceeding the commitments, are reported
as financial non-current assets.

The cost for defined benefit plans is calculated using the Projected Unit Credit
Method, which distributes the cost over the employee’s service period. The cal-
culation is performed annually by independent actuaries using actuarial
assumptions such asemployee turnover, mortality, futureincrease in salaries
and medical cost. Changesin actuarial assumptions, experience adjustments of
obligations and changesinfairvalue of planassetsresultinremeasurements
and are recognized in "Other comprehensiveincome”. Each quarter aremea-
surement is performed to adjust the present value of pension liabilities and the
fairvalue of pension assetsagainst “Other comprehensiveincome”. Netinterest
ondefined benefitobligaticns and plan assetsisrepcrted as "Interestincome”
or"Interest expense”. See note 23 for additional information.

Share-based compensation

The Group has share-based incentive programs, consisting of share optionsand
share appreciation rights, which have been offered tc certain employeesbased
on position and performance. Additionally, the Boardis offered syntheticshares.

The fairvalue of share options that can enly be settledin shares (equity-set-
tled)isrecognized as an employee expense with a corresponding increase in
equity. The fairvalue, measured at grant date using the Black-Scholes formula, is
recognized as an expense over the vesting period. The amount recognized as an
expense is adjusted toreflect the actual number of share options that vest.

The fairvalue of the share appreciation rights, syntheticshares, and options
with achoice foremployees to settle in sharesor cashisrecognizedin accordance
with principlesfor cash-settled share-based payments. The valueisrecognized as
anemployee expense with acorresponding increasein liabilities. The fair value,
measured atgrant date and remeasured at each reporting date using the Black-
schelesformula, isaccrued and recognized as an expense overthe vesting peried.
Changesin fair value are, during the vesting period and after the vesting period
until settlement, recegnized in profit orloss asanemployee expense. The accu-
mulated expense recognized equals the cash amount paid atsettlement.

social security charges are paidin cash and are accounted forin consistence
with the principles for cash-settled share-based payments, regardless of
whetherthey are related to equity- or cash-settled share-based payments.
Seenote 23 for details.

Financial assets and liabilities — financial instruments
Recognitionand derecagnition
Financial assets and liabilities are recognized when the Group becomes aparty
tothe contractual provision of theinstrument. Transactions of financial assets
are accounted for at trade date, which is the day when the Group contractually
commits to acquire or dispose of the assets. Trade receivables arerecognized on
issuance ofinvoices. Liabilities are recognized when the cther party has per-
formed and thereis acontractual cbligation to pay. Derecognition, fully or par-
tially, of afinancial asset cccurs when the rightsin the contract have beenreal-
ized ormatured, orwhen the Groupnolonger has control overit. A finandal lia-
bility is derecognized, fully or partially, when the obligation specifiedin the con-
tractis discharged or otherwise expires. Afinancial asset and afinancial liability
are offset and the net amount presented in the balance sheet when thereis a
legalright to offset the recognized amounts and there is anintention to either
settle on anetbasis ortorealize the asset and settle theliability simultaneously.
Gains and losses from derecognition and modificaticns are recognized in
profitorloss.

Measurement of financialinstruments
Financial instruments are classified at initial recognition. The classification
decides themeasurement of the instruments.

Classification and measurement of financial assets
Equity instruments: are classified at fair value through profitorloss (FVTPL).

Derivative instruments: are classified at FYTPL, unless they are classified as a

hedginginstrument and the effective part of the hedge isrecognized in "Other
comprehensive income”.

Atlas Copco 2020
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1. Significant accounting principles, critical accounting estimates and judgements, continued

Debtinstruments: the classification of finandial assets that are debt instruments,
including hybrid contracts, is based onthe Group’s business model for manag-
ing the assets and the asset’s contractual cash flow characteristics. Theinstru-
ments are classified at:

* amortized cost,

» fairvalue through "Other comprehensive income” (FVGCl), or

» fairvalue through profit orloss (FYTPL).

Financial assets atamortized cost are at initial reccgnition measured at fairvalue
includingtransacticn costs. After initial recogniticn, they are measured atamor-
tized cost using the effective interest rate methed. Assets dassified atamortized
cost are held under the business model of collecting the contractual cash flows
that are solely payments of principal and interest on the principalamount out-
standing. The assets are subject to alossallowance for expected creditlosses.

Fairvalue through "Other comprehensiveincome” (FYOCI) are assetsheld
under the business model of both selling and collecting the contractual cash
flowsthat are sclely payments of principal and interest on the principal amount
outstanding. Financial instrumentsin this category are recognized at fair value at
initial recognition and changesin fair value are recognized in "Other comprehen-
siveincome” (OCN) until derecognition, when the amountsin OCl are reclassified
toprofitorloss. The assets are subject to a loss allowance for expected credit
losses.

Fairvalue through profit orloss (FvTPLYare all other debtinstrumentsthat
are notmeasured at amortized cost or FVOCI. Financial instrumentsin this cate-
goryare recognized at fairvalue atinitial recegnition and changes in fair value
are recognized inprofitorloss.

Classification and rreasurement of financial liabilities

Financial liabilities are classified at amortized cost, except derivatives. Financial
liabilities at amortized cost are atinitial recognition measured at fairvalue
includingtransaction costs. Afterinitial recognition, they are measured at the
effective interestrate method.

Derivatives are classified at FVTPL, unless they are classified as a hedging
instrument andthe effective part of the hedge is recognized in "Other compre-
hensiveincome”.

Fairvalueforfinancial assets and financial liabilities isdetermined in the
manner describedin note 27.

impairment of financial assets

Financial assets, except those classified at fair value through profitandloss
{FVTPL), aresubject to impairment for expected creditlosses. In addition, the
impairmentmodel applies to contract assets, loan commitments and financial
guaranteesthat arenotmeasured at FVTPL. The IFRS 9 expected creditloss
{ECLYmodel isforward locking and a loss allowance isrecognized when thereis
an exposureto credit risk, usually at first recognition of an asset or receivable.
The ECLreflectsthe presentvalue of all cash shertfalls related to default events
either overthe following 12 months orover the expected life of afinancial
instrument, dependingonthe type of asset and on the credit deterioration from
inception. The ECLreflectsan unbiased, probability-weighted outcome that
considers multiple scenarios based on reasonable and supportable forecasts.

Thesimplified model is applied on trade receivables, lease receivables, con-
tract assetsand certain other financial receivables. Aloss allowance is recog-
nized over the expected lifetime of the receivable cr asset. For otheritems sub-
jectto ECL, theimpairmentmodel with athree-stage approachis applied. Ini-
tially, and at eachreporting date, alossallowance willbe recognized for the fol-
lowing 12 months, or ashorter time period depending onthetime tomaturity
{stage 1). Ifit has been asignificantincrease in credit risk since origination, aloss
allowance will be recognized for the remaining lifetime of the asset{(stage 2).
For assets that are considered as creditimpaired, allowance for creditlosses will
continueto capture the lifetime expected creditlosses {stage 3). For credit
impaired receivables and assets, the interest revenue is calculated based on the
carrying amount of the asset, net of the loss allowance, rather thanits gross car-
rying amount as in previous stages.

Inthe respective model applied, the measurement of ECLisbased on differ-
entmethods for different credit risk exposures. For trade receivables, contract
assetsand certain other financial receivables, the methedis based on historical
lossratesin combination with forward looking considerations. Lease receiv-
ables, certain other finandalreceivables and cash and cash equivalent are
impaired by a rating method, where ECLis measured by the product of the prob-
ability of default, loss given default, and exposure at default. Both external
creditagenciesrating and internally developed ratingmethods are applied.

Themeasurement of ECL considers potential collaterals and other credit
enhancementsin the foerm of guarantees.

Thefinancial assets are presentedin the financial statements at amortized
cost,i.e. netof gross carrying amount and theloss allowance. Changesinthe
lossallowanceisrecognized in profit or loss asimpairment losses.

70 Atlas Copco 2020

Derivatives and hedge accounting

Derivatives are initially recognized at fair value on the date a derivative contract
is entered into and are subsequently measured at fair value. The method of rec-
ognizing the resulting gain or loss depends on whether the derivative is desig-
nated as ahedging instrument, and if so, the nature of the item hedged.
Changesinfairvaluefer derivatives that do not fulfill the criteriafor hedge
accounting are reccgnized as operating orfinandaltransactions based on the
purpose of the use of the derivative. Interest payments for interest rate swaps
arerecognized asinterestincome or expense, whereas changes infairvalue of
future payments are presented as gains or losses from financial instruments.
IFRS 9 Hedge accounting is applied. In order to qualify for hedge accounting
thehedging relationship must be:

» formally identified and designated,

» expectedto fulfil the effectiveness requirements, and

* documented.

The Group assesses, evaluates, and documents effectivenessboth athedge
inception and cnanongoing basis. Hedge effectiveness s assessed by an analy-
sis of the economicrelaticnship betweenthe hedgeditem and the hedging
instrument, and the effect of creditrisk must not dominate the value changes’
thatresult from that econemicrelationship. Further, the hedge ratic, asdefined
inthe Group s risk management strategy, mustbe the sameinthehedging rela-
tionship asin the actually hedge performed.

Cashflow hedges: Changes inthe fairvalue of the hedginginstrument are rec-
ognized in “Other comprehensive income” to the extent that the hedge is effec-
tive and the accumulated changesinfairvalue are recognized asa separate
compenentinequity. Gains or losses relating to the ineffective part of hedges
arerecognized immediatelyinprofitorloss.

Theamountreccgnized in equity through "Other comprehensive income” is
reversed to profit orlossin the same period inwhichthehedgeditem affects
profitorloss. When the hedged forecast transactionresults in the recognition
ofa non-financial asset or anon-financialliability, the amount previously recog-
nized in other comprehensiveincome and accumulated inequityistransferred
from equity and included in the initial measurement of the cost ofthe non-
financial asset orliability. The Group uses foreign currency forwards to hedge
partofthe future cash flows from forecasted transactionsin foreign currendies.
Interest rate swaps can alse be used as cash flow hedges for hedgingintereston
borrowings with variable interest.

Hedge of netinvestmentsinforeign operations: The Group hedges a substantial
partofnetinvestmentsin foreign operations. Changesinthe value of thehedge
instrument relating to the effective portion of the hedge are recognized in
“Other comprehensive income” and accumulated in equity. Gains orlossesrelat-
ingto the ineffective portion are recognized immediately inprofit orloss. On
divestment offoreign operations, the gain orloss accumulated in equityis recy-
cledthrough profit orloss,increasing or decreasing the profit orloss on the
divestment. The Group usesloans and forward contracts as hedging instru-
ments.

Accounting fordiscontinuation of hedges: Hedge accountingmaynotbe
voluntarily discontinued. Hedge accounting is discontinued:

* when the hedginginstrument expires oris sold, terminated, or exercised,

» whenthereisnc lenger an economic relationship betweenthe hedgeditem
and the hedginginstrument cr the effect of credit risk dominates the value
changes that result from the economicrelationship, or

when the hedge accounting no longer meets the risk management
objectives.

Forcash flow hedges, any gain orloss recognized in “Other comprehensive
income” and accumulatedin equity at the time of hedge discontinuation
remainsin equity and isrecognized whenthe forecast transaction isultimately
recognizedin profitor loss. When a forecast transactionis no longer expected
to occur, the gainorloss accumulated in equity is recognized immediately in
profitorloss. Fornetinvestment hedges, any gain andlossrecognized in “Other
comprehensive income” and accumulated in equity at the time ofhedge discon-
tinuationremainsin equity until divestment of foreign operations, when the
gain orlossaccumulated inequityisrecycded through profitorloss.

Assets held for sale

Assets are classified asheld for sale if their value, within one year, will be
recovered through a sale and not through continued use in the cperations.
On the reclassification date, assets and liabilities are measured at the lower
of fair value less selling expenses and the carrying amount. Gains and losses
recognized on remeasurement and disposal are reportedin profit orloss. In
the balance sheet assets held for sale and associated liabilities are reported
separately, the comparative period is not affected.
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1. Significant accounting principles, critical accounting estimates and judgements, continued

Contingent liabilities

Acontingent liabilityis a possible obligation or apresent obligation that arises
from past events thatis notreported as a liability or provision, due either to that
itisnot probable that an cutflow of resources will be required to settle the obli-
gaticn or that a sufficiently reliable calculation of the amountcannotbe made.

New or amended accounting standards in 2020
Thefcllowing new oramended IFRS standards have been applied by the Group
from 2020, withnone, orno materialimpact cnthe Group.

Amendrment to iFRS 16 Leases Covid-19 Related Rent Concessions
Theamendment provided relief to lessees from applying IFRS 16 guidance on
lease modification accounting for rent concessions arising as a direct conse-
quence of the Covid-19 pandemic. As a practical expedient, a lessee may elect
notto assess whether a Covid-19related rent concession from alessoris a lease
modification. Alessee that made this election accountedfor any change inlease
paymentsresulting frem Covid-19related rent concession inthe same way as it
would account forthe change under IFRS 16 if the change wasnot aleasemodi-
ficaticn. The Group applied the amendment to a limited number of contract
that fulfilled the criteriainthe amendment. Those contract mainly related to
buildings. The amountrecegnized inthe income statement wasnot material.

Amendrment to iFRS 3 - Business Combinatians

Theamendment clarified the definition of a business. To be considered a busi-
ness, an acquired set of activitiesand assetsmustinclude, at aminimum, an
input and a substantive process that together significantly contribute to the
ability to create cutputs. Also the definition of the term “cutputs” is amended to
focus ongoods and services provided to custemers, generating investment
income and otherincome, and it excludes returns in the form of lower costs and
other economicbenefits.

Amendment toiAS 1and IAS 8- Definition of Material

Theamendmentsto IAS 1 Presentaticn of Financial Statements and |AS 8
Accounting Policies, Changesin Accounting Estimates and Errors were doneto
align the definition of “material” across the standards and to clarify certain
aspectsof the definition. The new definition states that, “Information ismaterial
if omitting, misstating or cbscuringit could reasonably be expected to influence
the decisions that the primary users of general purpose financial statements
make on the basis of those financial statements, which provide financial infor-
mationabout aspecificreporting entity.” In particular, the amendment clarified
the concept of “cbscuring” material infermation and the meaning of primary
users of general purpose finandial statements. Furthermore, 1ASB also amended
other Standards and the Conceptual Framewcrk that contain adefinition of
material or refer to the term "material” to ensure consistency.

interest Rate Benchmark Reform (Amendmentsta iFRS 7,IFRS 9and IAS 39)
Thereis an ongoing project toreforminterest rate benchmarks, such as EONIA,
EURIBOR and LIBOR, and alternativereference rates, known as “risk-free
rates”(RFR’s) are being developed and will replace existing interest rate bench-
marks. In this process |ASB issued amendments to IFRS 7, IFRS 9 and 1AS 39 that
deals with hedging relationships that are directly affected by the interestrate
benchmark referm and provide temporary exceptions from applying specific
hedge accounting requirements during the period of uncertainty arising from
the reform.

New or amended accounting standards effective after 2020
Thefellowing standards, interpretations, and amendments have beenissued
butwere not effective as of December 31, 2020 and in some caseshad notbeen
adopted by the EU. The Group has not applied the new standards, interpreta-
tions oramendments. The current assessmentis that these amendments will
have none ornc material effect onthe Group.

interest Rate Benchmark Reform — Phase 2{Amendments ta IFRS 9, 1AS 39,
{FRS 7, IFRS 4 and IFRS 16)

Theamendments to IFRS Qintroduce a practical expedientif amodification of
contractual cash flows of a financial asset orafinancial liability is necessary asa
direct censequence ofthe IBOR reform and cccurs onan “economically equiva-
lent” basis as the previous basis. Inthose cases, changeswill be accounted for by
updatingtheeffectiveinterestrate.

The amendmentto IFRS 16 introduces a similar practical expedient when
accounting forlease modifications required by the IBORreform, aremeasure-
ment of the lease liabilityis allowed using the revised discount rate. The amount
of theremeasurementis recognized asan adjustmentto the right-of-use asset.

The amendmentto IFRS 9 also providesrelief from discontinuing hedge rela-
tionshipsbecause of changes to hedge documentaticn required by the reform
aswell as temporary relief from having to meet the separatelyidentifiable
requirement. The amendments are applied for annual periodsbeginningon
January 1,2021 or after, with earlier application permitted.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial reports requiresmanagement’s judgement and the
use of estimates and assumptions that affects the amounts reportedin the con-
solidated financial statements. These estimates and associated assumptionsare
based on historical experience andvarious other factorsthat are believedto be
reasonable under the prevailing circumstances. Actual result may differ from
those estimates. The estimates and assumptions are reviewed onanon-geoing
basis. Changesin accounting estimates are recognized in the period which they
are revised in and in any future periods affected.

Theestimates and the judgements which, in the opinicn of management, are
significant to the underlyingamountsincludedin the finandalreports and for
which thereis a significantrisk that future events or new infermation could
entail a changein those estimates orjudgements are asfollows:

Revenue recognition
Key sources of estimation uncertainty
Revenue for services and for highly customized goods where an enforceable
right of paymentis present isreccgnized over timein profit or loss by reference
tothe progress towards satisfaction of the performance obligaticon at thebal-
ance sheetdate. The progress towards satisfaction is determined by the propor-
tion of costincurred to date comparedto the estimated total cost of each per-
formance obligation. Thereis always an uncertaintyif the total estimated
expenditure is correctly calculated, andif the expenditure incurred reflects
accurately the actual costs incurred, which means that there is uncertaintyinthe
estimates of the degree of completion of the work performed. Management
has assessed this method of determining the progress towards satisfaction of
the performance obligation as most suitable asit reflects the progressicn of
workperformed, and the enforceableright of payment frem the customer as
the costs are incurred on the performance obligations.

Revenue for goodssold is recognized in profit or loss at cne pointintime
when control of the good has beentransferred to the customer.

Accounting judgement

Management’sjudgement is used, ferinstance, when assessing:

» the degree of progress towards satisfaction of the performance obligations
andthe estimated total costsforsuch contracts when revenue isrecognized
overtime, to determine the revenue and cost to be recognized in the current
period, and whether anylosses need to be recognized,

ifthe control has been transferred to the customer {for example the Group has
apresentrightto paymentfor the goed, the customer has legal title of the
good, the good has been delivered to the customer and/orthe customer has
the significant risks and rewards of the ownership of the gocd), tc determine
ifrevenue and cost should be recegnized inthe current period,

the transaction price of each performance obligation whena contract
includesmore than one performance cbligation, to determine the revenue
and costto be recognized in the current period,

certain contracts whichinclude a right of return and/or volume rebates that
give rise to variable consideration, variable considerationis assessed to iden-
tify possible constrains, and

the customer creditrisk {i.e. the risk that the customer will not meet the
payment obligaticn), to determine and justify the revenue recognized inthe
currentperiod.

Impairment of goodwill, other intangible assets and other
long-lived assets
Key sources of estimation uncertainty
Goodwill and certain trademarks are not amortized but are subject to annual
tests forimpairment. Otherintangible assets and other long-lived assets are
amortized ordepreciated based on management’s estimates of the period that
the assets will generate revenue but are also reviewed regularly forindications
ofimpairment.

Theimpairment tests are based on areview of therecoverable amount,
which isestimated based onmanagement’s projections of future cash flows
using internal business plans and forecasts.

Accounting judgement

Assetimpairment requires management’s judgement, particularly in assessing:

» whetheran eventhas occurred that may affect asset values,

» whetherthe carrying value of an asset can be supported by the net present
value of future cash flows, which are estimated based upon the continued use
of the assetinthe business,

» the apprepriate assumpticns to be appliedin preparing cash flow prejecticns,
and

» the discounting of these cashflows.

Changing the assumptions selected by management to determine the level, if

any, of impairment could affect the financial position and results of operation.
Seencte 12.
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1. Significant accounting principles, critical accounting estimates and judgements, continued

Deferred taxes

Keysources of estimation uncertainty

Deferred tax assets arerecognized fortemporary differences between the car-
ryingamounts for financial reporting purposes of assets and liabilities and the
amounts usedfortaxationpurposesand for tax|oss carry-forwards. The Group
reccgnizes deferred tax assetsbased upon management’s estimates of future
taxable profitin different taxjurisdictions. The actual results may differ from
these estimates, due to change in the business climate and change in taxlegisla-
tion. Seenote 9.

Inventory

Accounting judgement

The Group values inventery at the lower of historical cost, based on the first-in,
first-out basis, and net realizable value. The calculation of netrealizable value
involves management’sjudgement cnthe estimated sales prices, over-stock
articles, cutdated articles, damaged goods, and selling costs. If the estimated
netrealizable value islower than cost, avaluation allowanceis established for
inventory cbsolescence. See note 16 for additional information.

Leases

Key sources of estimation uncertainty:

whenthe Group cannct readily determine the interest rate implicitin the lease,
itusesincremental borrowingrate {IBR) to measurelease liabilities. The IBRis
therate of interest that the Group would have to pay to borrow over similar
terms whichrequires estimations when no observablerates are available. The
Group estimates the IBRby using market interest rates and adjusting with entity
specificestimates such as currency and countryrisk.

Accounting judgement

The Group has several lease contracts that include extension options. The Group

appliesjudgementin evaluating the lease term, it considers all facts and drcum-

stances that create an economicincentive to exercise an extension option.

Extensicnoptionsare onlyincluded inthe lease termif theleaseisreasonably

certain to be extended. Forleases of premises, the followingfactorsarenor-

mally the mostrelevant:

» ifanyleaseholdimprovements are expected to have a significantremaining
value, the Groupis typically reasonably certain to extend.

» otherwise, the Group considers otherfactorsincludinghistorical lease
durations and the costs and businessdisruption required to replace the leased
asset.

The renewal periods forleases of offices and warehouse premises with exten-
sion options exceeding 10 to 15 years are not included as part of the lease term
asthese are not reascnably certain to be exercised. Inaddition, renewal options
forleases of motorvehicles are notpartof the lease term because the Group
typicallyleases motor vehiclesfor not more thanthree to five yearsand, hence, is
not exercising any renewal opticns.

Afterthe commencement date, the Group reassesses the lease term if thereis
asignificantevent or changein circumstances thatis within its control and
affectsits ability to exercise the opticn torenew. Refer to nete 22 forinforma-
tion cn potential future rental payments relating to extension options that are
notincludedintheleaseterm.

Trade and financial receivable

Key sources of estimation uncertainty:

The Group measure the expected creditlcsses onfinancial assets classified at
amortized costincluding trade and financial receivables, lease receivables and
contract assets. The expected creditlosses for trade receivables and contract
assetsare anassessment of specificloss provisions corresponding to individually
significant exposures as well as historical loss rates in combination with forward
locking considerations. The expected creditlesses for lease receivables and
financial receivables are an assessment thatreflectsanunbiased, probability-
weighted outcome based onreasonable and supportable forecasts.

Accounting judgement:

Management’sjudgement considers rapidly changing market conditions. An
overlay controlis performedto ensure that an adequate loss allowance isrecog-
nized. Additional informationisincludedin secticn “Creditrisk” in note 27.

Atlas Copco 2020

Pension and other post-employment benefit valuation assumptions
Keysources of estimation uncertainty
Pensionsand other post-employment cbligations are dependent cnthe
assumptions established by management and used by actuariesin calculating
suchamounts. Thekey assumptionsinclude discountrates, inflation, future
salaryincreases, mortalityrates, and healthcare-cost trend rates. The actuarial
assumptions arereviewed on an annual basis and are changed whenitis
deemed appropriate.

Seencte 23 for additicnal infermation regarding assumptions used inthe
calculation of pensicn and post-employment obligations.

Legal proceedings and tax claims

Accounting judgement

AtlasCopco recognizes a liakility whenthe Group has an cbligationfrom apast
eventinvolving the transferof economicbenefits and when areasonable esti-
mate can be made of what the transfer might be. The Group reviews outstand-
inglegal cases regularly in ordertc assess the needfor provisions in the financial
statements. Thesereviews considerthe factors ofthe specific case by internal
legal counsel and through the use of outside legal counsel and advisors when
necessary. The financial statements may be affected to the extent that manage-
ment’s assessments of the factors considered are not consistent with the actual
outcome.

Additionally, the legal entities of the Group are frequently subject to audits
bytax authorities inaccordance with standard practice in the countries where
the Group operates. Ininstances where the tax authorities have a differentview
onhowto interpret the taxlegislation, the Group makes estimates as to the like-
lihood of the outcome of the dispute, aswell as estimates of potential claims.
The actualresultsmay differfrom these estimates.

Warranty provisions

Key sources of estimation uncertainty

Provisions for product warranties should cover future commitments forthe
salesvelumes alreadyrealized. Warranty provisicns are complexaccounting
estimates due to the variety of variables which are includedin the calculations.
The calculation methods arebased on the type of products sold and historical
dataforlevel of repairs and replacements. The underlying estimates for
calculating the provision arereviewed atleast quarterly as well as when new
products areintroduced or when cther changes occur which may affect the
calculation. Seenote 25.

Acquisitions

Keysources of estimation uncertainty

The Group performs purchase price allocations related te business combina-
tions. Purchase prices are allocated to the underlying acquired assets and liabili-
ties based ontheir estimated fair value at thetime of the acquisition. Fair valueis
commonlybased on valuationmodels. The valuation methodsrely onvaricus
assumptions, such asestimated future cash flows, remaining economic useful
life etc. The determination of the fair value requiresthe Group to apply assump-
tions and estimates. These canvary from the actual outcomes. Seenote 2.
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FINANCIALSTATEMENTS, ATLAS COPCO GROUP

The foll g izes the acquisitions during 2020 and 2019: Number of
Acquisitiondate Country Businessarea Revenues " employees?
2020Dec. 31 Purification Seluticns LLC U.S.A.etc. Compressor Technique 242 60
2020Dec. 21 Perceptron U.S.A.etc. Industrial Technique 516 300
20205%ep.2 MEDGAS-Technik GmbH Germanyetc. Compressor Technique 128 80
2020 Aug. 4 iTrap {the technology and operating assets) Germany Vacuum Technique 2 4
2020 Aug. 4 THN Druckluft and Preduktions GmbH & Co.KG Germany Compressor Technique 2 15
2020Jun. 24 ISRAVISION AG Germany etc. Industrial Technique 1619 800
2020Jun.5 Ovity Air Comprimé France Compressor Technique 2 8
2020Feb. 28 DekkerVacuum Technologies, Inc. U.S.A. Vacuum Technique 217 70
2020Feb. 27 Dr. Gustav Gail Drucklufttechnik GmbH Germany Compressor Technique 2 10
2020Jan.22 M.C. Schroeder Equipment Co., Inc. U.S.A. Vacuum Technique 2 8
2020Jan.16 Hydra Flow West U.S.A. Compressor Technique 2 7
2020Jan.3 Scheugenpflug AG Germanyetc. Industrial Technique 850 600
2019 Nov.6 WestRon U.S.A. Compressor Technique 2 26
2019 Oct. 18 Accurate Air Engineering and Compressed Air of California U.S.A. Compressor Technique 2 52
2019Jul. 2 MGES Inc. U.S.A. Compressor Technique 48 11
2019Jul. 2 EurcchillerS.rl. Italy etc. Compressor Technique 267 90
2019Jul.1 Brooks’ Semiconductor Crycgenics Business U.S.A etc. Vacuum Technique 1400 400
2019Jun.19 Powerhouse Equipment & Engineering Co. Inc. US.A. Power Technique 347 95
2019Jun.17 Taylor Air Center U.S.A. Compressor Technique 2 20
2019 May 29 AirCenter5ud GmbH & Ce. KG Germany Compressor Technique 2 6
2019 May 27 Air Compresseur service France Compressor Technique 2 10
2019 May 3 Bold & CichosGbR Germany Compressor Technique 2 15
2019 May 2 Mid South Engine & Power Systems, LLC U.S.A. Power Technique 54 28
2019 Apr.9 PS| Compressors of Brockville Incorporated Canada Compressor Technique 2 6
2019 Apr. 3 Jacob Drucklufttechnik Vertriebs GmbH Germany Compressor Technique 2 10
2019 Apr. 2 S.A.S. Air Diffusion France Compressor Technique 2 15
2019 Mar. 19 Class 1 Incorporated Canada Compressor Technique 130 50
2019 Mar. 6 Woodward Compressor Sales U.S.A. Compressor Technique 2 15
2019 Mar. 1 Appleton Compressor Service & Supply, Inc. US.A. Compressor Technique 2 15
2019Jan.4 German Industrie Pumpen Vertriebs GmbH Germany Power Technique 50 20

T Annualrevenues and number of employees at the time of acquisition.

2 Former distributor of Atlas Copeo products. No revenues are disclosed for former Atlas Copeo distributors.

with exception of the acquisition of ISRA VISION (92.19% of shares acquired),
all acquisiticns above were made through the purchase of 100% of sharesand
voting rights or through the purchase cf the net assets of the acquired opera-
tions. The Group received centrol over the operaticns upon the date of closing
the acquisition. No equity instrumentshave beenissued in connecticn with the
acquisitions. All acquisitions have been accounted for using the acquisition
method.

The amounts presented in the following tables detail the recognized amounts
aggregated by business area, as the relative amounts of the individual acquisi-
tions are not considered significant, except for ISRA VISIONin 2020 and for the

Breok's Semiconducter Cryogenic Businessin 2019 which are disclosedsepa-
rately. The fair values related to intangible assets cther than goodwill are amor-
tized over 515 years. For those acquisitions thatinclude a contingent consider-
ationclause, the fairvalue of the contingent consideration has been calculated
based on adiscountrate of 10.5%. For moreinformation about the valuation of
contingent consideration, see note 27. The Group isinthe process of reviewing
thefinal values for certain of the recently acquired businesses. No adjustments
are expected tc be material. Adjustments related to the acquisitions madein
2019 are includedin the following tables.

Atlas Copco 2020
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FINANCIAL STATEMENTS, ATLAS COPCO GROUP

2. Acquisitions, continued

Compressor Technique Reccgnizedvalues

2020 2019
Intangible assets 210 519
Property, plantand equipment 36 47
Other assets 1M 266
Cash and cash equivalents 48 28
Interest-bearing liabilities and borrowings 78 —70
Otherliabilities and provisions -112 -223
Netidentifiable assets 245 567
Goodwill 185 241
Total consideration 430 808
Deferred consideration -33 9
Cash and cash equivalents acquired -48 -28
Net cash outflow 349 789

" Includesright-of-use assets.

In September, the Cempressor Technique business area acquired MEDGAS-
Technik GmbH. The company is a manufacturer, distributer, installer and service
provider of medical vacuum systems, pipeline equipment and medical supplies
andisheadquarteredin Berndroth, Germany. The acquisitionisexpected to
strengthen Atlas Copce’s presence and accelerate its business development
within medical gasin Europe. Intangible assets of 37 and goodwill of 25 were
reccrded on the purchase. The goodwill is not deductible for tax purposes.

In December, the operatingbusiness of Purification Solutions LLC and certain
other affiliates, aleading compressed air and gas solutions providerwitha
global sales network, was acquired. The company focuses onthe design,
production and sales of air treatment and on-site nitrogen generation equip-
ment. It is headquarteredin Charlotte, North Carolina, U.S.A., and operates
under the brand name nano purification sclutions. The company’s expertise
and product pertfolio isexpected to increase Atlas Copco’s market share and
accelerate its business development in North America, Eurcpe and other strate-
gicmarkets. Intangible assets of 104 and goodwill of 145 wererecorded onthe
purchase. The goodwill is deductible for tax purposes.

Inadditicn, the business area acquired four distributors during the year. In
January, Hydra Flow West, located in Walnut, California, U.S.A., was acquired.
Dr. Gustav Gail Drucklufttechnik GmbH and the assets of THN Druckluft, both
businesses located in Germany, were acquired in February and August respec-
tively. Finally, French Ovity Aur Comprimé wasacquired in June. The acquisiticns
are expected to increase Atlas Copco’s presence in their respective markets. In
total, intangible assets of 61 were recorded on the purchases.

Vacuum Technique Recognizedvalues

2020 2019
Intangible assets 194 2779
Property, plantand equipment 25 10
Other assets 88 1369
Cash and cash equivalents 1 -
Interest-bearing liabilities and borrowings —14 -
Ctherliabilities and provisions -33 -152
Netidentifiable assets 261 4006
Goodwill 122 2192
Total consideration 383 6198
Deferred consideration -6 -
Cash and cash equivalents acquired -1 -
Net cash outflow 376 6198

" Includesright-of-use assets.

In January, the Vacuum Technique business area acquired the assets of M.C.
Schroeder Equipment Co., Inc. The company is a distributor of vacuum equip-
ment and service solutions based in Denver, North Carolina, U.5.A. The acquisi-
tion will complement Atlas Copco’sexisting footprint in the region. Intangible
assetsof 51 wererecorded onthepurchase.

InFebruary, Dekker Vacuum Technologies, Inc. was acquired. The companyis
basedin Michigan City, Indiana, U.S.A., and is a supplier of vacuum equipment
and service solutions forindustrial applications. The acquisitionwill comple-
ment Atlas Copco’sexisting portfolio in the liquid ring pump market. Intangible
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assets of 102 and goodwill of 122 wererecerded enthe purchase. The goodwill
is deductible for tax purposes.

In August, the technology and operating assets of iTrap were acquired. The
businessislocated in Oberkechen,insouthern Germany, and was part of ZEISS
Venture. TheiTrap is an ion trap mass spectremeterinstrument capable of
highly sensitive real time gas analysis. The instrument is used for diagnostics or
process control in semiconductor process chambers. The acquisition isexpected
to bring value to the custemers through the insights the technelegy canbring
into the chemical environment in process chambers, in close to real time. Intan-
gible assets of 41 were recorded onthe purchase.

Industrial Technique Reccgnized values

2020 2019
Intangible assets 4818 -
Property, plantand equipment 478 -
Other assets 2486 -3
Cashand cash equivalents 426 -
Interest-bearingliabilitiesand borrowings —686 -
Otherliabilities and provisions -2300 -
Netidentifiable assets 5222 -3
Nen-centrolling interests -334 -
Goodwill 8389 3
Total consideration 13277 -
Deferred consideration 7 21
Cash and cash equivalentsacquired -426 -
Net cash outflow 12858 21

" Includesright-of-use assets.

In January, the Industrial Technique business area acquired Scheugenpflug AG.
The companyis based in Neustadt an der Donau near Munich, Germany, and
offers dispensing scluticns including adhesive bonding and potting solutions,
used invarious industries. The acquisiticn will strengthen Atlas Copco’s position
inindustrial dispensing solutions by complementing and broadening the offer-
ingtowards a larger group of custemers. Intangible assets of 581 and goodwill
of 1431 were recorded on the purchase. The goodwillis not deductible fortax
purposes.

On February 10,itwasannounced that Atlas Copco will partner with the
global machine vision specialist ISRA VISION AG through aveluntary public
takecver offer. All offer conditicns were fulfilled during the second quarter and
thesettlement of the offer was completed cn June 24, giving Atlas Copco in
total 92.19% of ISRAVISION. ISRAVISION specializesinmachine vision scluticns
with leading technologies for surface inspection and 3D vision for robot guid-
ance, qualityinspection and 3D metrology, operating through two business
segments, Smart Factory Automaticn and Surface Vision. The company has a
global presence with cperaticns in over 25 lecations and is headquarteredin
Darmstadt, Germany. Through the acquisiticn, Atlas Copcowill increase the
support forits customers on their transition towards digital manufacturing in
several segments. The ability to offer both joining technologies and machine
vision solutions for the same applicationis expectedto strengthen Atlas Copco’s
position as astrategicpartnerfor the customers in the future. Intangible assets
of4 142 and goodwill of 6 856 were recorded on the purchase. The goodwillis
notdeductible fortax purposes. Non-controllinginterest amounted to 334 and
has been valued at the proportionate share of the acquired net assets.

In December, the business area completed the acquisition of Perceptron by
way of anegotiated statutory merger, resulting in Perceptron being delisted
from the Nasdaq stock exchange in New York. Perceptrenisaleading supplier of
automated metrology soluticns headquarteredin Plymouth, Michigan, USA.
Through Perceptron’s position in automated metrology and vision systems for
robot guidance, together with the recent acquisition of ISRA VISION, Atlas
Copco iscreating a strong cffering in machine vision solutions. Intangible assets
o0f95 and goodwill of 102 were recorded on the purchase. The goodwillis not
deductiblefor tax purposes.
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FINANCIALSTATEMENTS, ATLAS COPCO GROUP

PowerTechnique

Reccgnizedvalues

2020 2019
Intangible assets - 153
Property, plantand equipment " -5 193
Other assets -7 147
Cash and cash equivalents - 8
Interest-bearing liabilities and borrowings - -19
Other liabilitiesand provisions 3 -83
Netidentifiable assets -9 399
Goodwill 8 312
Total consideration -1 m
Deferred consideration 1 -5
Cash and cash equivalents acquired - -8
Net cash outflow - 698
" Includes right-of-use assets.
Total fair value of Grouprecognized values
acquiredassetsand ofwhich ofwhich
2020 ISRAVISION 2019 Brooks %
Intangible assets 5222 4142 3451 2779
Property, plantand
equipment 534 198 250 10
Othernen-current assets 16 10 926 909
Inventories 907 573 431 255
Trade receivables 3! 1021 540 393 205
Cther current assets 764 642 29 -
Cash and cash equivalents 475 304 36 -
Interest-bearing liabilities
and borrowings -778 -528 -89 -
Otherliabilitiesand
provisions -866 -385 -360 =161
Deferred taxassets/
liabilities, net -1576 -1414 -98 9
Netidentifiable assets 5719 4082 4969 4006
Non-controlling interests -334 -334 - -
Goodwill 8704 6 856 2748 2192
Total consideration 14089 10604 7717 6198
Deferred consideration -31 - 25 -
Cash and cashequivalents
acquired —475 -304 -36 -
Net cash outflow 13583 10300 7706 6198

" Includes right-of-use assets.

2 Brooks refers to the acquisition of Brooks’ Semiconductor Cryogenics Business.
3) The gross amountis 1 073 408) of which 52 (15} isexpected to be uncollectible.

Contribution from businesses

The Power Technique business areamade ne acquisitions in 2020. Minor
adjustments were made inthe yearrelated to the acquisitions in 2019.

The goodwill recognized on acquisitions is primarily related to the synergies
expectedto be achieved fromintegrating these companies into the Group’s
existing structure.

Thetotal consideration for all acquisitions was 14 089(7 717). Thisincludes
contingent considerationrelated to the acquisition of Purification Solutions
with afairvalue of 54. The payment of the contingent censiderationis depen-
denton achieving future targets for revenues within three years of the acquisi-
tion. The fairvalue has been calculated based on the expectation that the maxi-
mum amount will be paid cut.

Deferred consideration includesboth deferred consideration not yet paid for
acquisitions made in 2020 and settlement of deferred consideration for acquisi-
tions made in pricr years. For all acquisitions, the net cash outflow totaled
13583 (7 706} after deducting cash and cash equivalents acquired of 475 (36).

Acquisiticn-related costs amounted to 175 (33)and were includedin the
"Administrative expenses”. Costs related te acquisitionsfinalizedin 2020 were
included in the income statements for 2019 and 2020.

acquired in 2020 and 2019 by Cempressor Technique Vacuum Technique Industrial Technique* Power Technique Group
businessarea 2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
Contribution from date of
control
Revenues 108 494 216 669 1301 - - 232 1625 1395
Cperating profit =10 - 2 104 -28 - - 10 -36 114
Profitforthe year -1 82
Contribution if the acquisition
had occurredon Jan. 1
Revenues 484 1148 253 1333 2431 - - 381 3168 2862
Operating profit -4 -34 -9 204 -63 - - 17 76 187
Profit forthe year -69 157

* From the date of control, ISRA VISION had revenues of MSEK 690 and operating profit of MSEK 15, including negative purchase price allocation effects of MSEK 90.
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3. Assets held for sale
Assets held for sale Carrying value ofassets held forsale 2020 2012
Assetsheld forsale increased in 2020 as a building has been classified as "Asset .
held for sale”. Property, plant and equipment 1
Net carrying value 1
4, Segmentinformation
Compressor Vacuum Industrial Power Comman
2020 Technique Technique Technique Technique  group functions Himinaticns Group
Revenues from external customers 46979 24673 16141 11994 - - 99787
Inter-segment revenues 350 12 35 112 - —509 -
Total revenues 47329 24685 16176 12 106 - -509 99787
Operating profit 10658 3519 2422 1594 -1060 13 19146
—ofwhichshare of profitin associated
companies and jointventures 4 33 4 - - - 33
Netfinandalitems -321
Income tax expense -4042
Profitfortheyear 14783
Non-cash expenses
Depreciation/amortization 1398 1211 1175 1147 265 -33 5163
Impairment 2 - 12 4 8 - 26
Othernon-cash expenses —12 -20 112 6 24 - 110
Segment assets 26943 30869 27949 9363 2721 -1161 97184
—ofwhichgoodwilf 4164 11099 12534 1076 - - 28873
Investmentsin associated companies
andjointventures 1 809 121 - - - 231
Unallocated assets 15251
Total assets 26944 31678 28070 9863 2721 -1161 113366
Segment liabilities 15517 5070 4451 2397 2255 -1053 28637
Unallocated liabilities 31195
Total liabilities 15517 5070 4451 2397 2225 -1053 59832
Capital expenditures
Preperty, plantand equipment 1152 737 352 687 161 -21 3068
-ofwhichright-of-use assets 575 197 129 107 115 - 1123
Intangible assets 165 521 502 136 13 - 1337
Total capital expenditures 1317 1258 854 823 174 -21 4405
Goodwill acquired 185 122 8389 8 - - 8704
Compressar Vacuum Industrial Power Comman
2020 Technique Technique Technique Technique  group functions Himinaticns Group
Iterns affecting comparability in Operating profit - -300" —1902 502 -3123) - -852
) Refersto restructuring costs and a provision of -210 for the settlement of a pensiondispute in Edwards Ltd dating from before the acquisition of Edwards Ltd in 2014,
2) Refers torestructuring costs.
3) Refersto achangein provision for share-related long-termincentive programs.
76 Atlas Copco 2020
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4. Segment information, continued
Compressar Vacuum Industrial Power Common

2019 Technique Technigue Technique Technique  groupfunctions Himinations Group
Revenues from external customers 47721 23570 18678 13787 - - 103756
Inter-segment revenues 565 - 34 128 - =127 -
Total revenues 48286 23570 18712 13915 - 127 103 756
Operating profit 11198 5792 4069 2308 -1467 -3 21897
—ofwhich share of profitin associated
companies and joint ventures - 19 -3 - - - 16
Netfinancial items —325
Income tax expense -5029
Profitfortheyear 16543

Non-cash expenses

Depreciation/amortization 1295 1097 929 1111 281 -29 4684
Impairment - 1 1 14 - - 16
Otherncn-cash expenses 183 -135 12 -30 263 - 293
Segmentassets 29940 33103 14892 12106 2844 1172 91713
—ofwhich goodwilf 4389 12 281 4931 1156 - - 22757
Investmentsin associated companies

andjointventures 1 904 132 - - - 1037
Unallocated assets 18972
Total assets 29941 34007 15024 12106 2844 -1172 11722
Segmentliabilities 15835 5321 3830 3188 2204 -1048 29330
Unallocated liabilities 29102
Totalliabilities 15835 5321 3830 3188 2204 -1048 58432

Capital expenditures

Property, plant and equipment 1487 581 564 1513 104 —60 4189
—ofwhich right-of-use assets 627 177 317 210 56 - 1387
Intangible assets 122 449 293 120 32 - 1016
Total capital expenditures 1609 1030 857 1633 136 -60 5205
Goedwill acquired 241 2192 3 312 - - 2748
Compressar Vacuum Industrial Power Comman
2019 Technique Technigue Technique Technigue  groupfuncticns Eliminations Group
Items affecting comparability in Operating profit - - 117" - —6632 - 780

) Refers to restructuring costs.
2 Referstoachangein provision for share-related leng-termincentive programs.
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4. Segment information, continued

The Group is crganized in separate and focused but still integrated business
areas, each operating through divisions. The business areas offer different prod-
uctsand services to different customer groups. They are also the basis forman-
agement and internal reperting and are regularly reviewed by the Group's Presi-
dentand CEQ, the chief operating decision maker. The chief operating decision
maker uses more than one measure of the operating segments’ profit orloss to
assess performance and allocate rescurces. The operating profit of the business
areasis the primary prefit measure used by the chief operating decision maker,

Geographical information

The revenues presented are based on thelocation of the customers while
non-current assets are based cn the geographical location of the assets. These
assetsinclude non-current assets other than financial instruments, investments
in associated companies and joint ventures, deferred tax assets, and post-
employment benefit assets.

By geographic Revenues Naon-currentassets
andisreconciled to the consolidated cperating profitin the tables on the previ- ,g,f‘?u,,'t’,y
ous pages. [tems affecting comparability are included in aseparate tablessince 2020 2019 2020 2019
the chief ocperating decision maker reviews also these as part cf allocating North America
rescurces to the different business areas. All business areasaremanaged cn Canada 1547 1625 181 995
aworldwide basis and theirrole isto develop, implement and followup the
- N e . ! N US.A. 20513 2247 11668 12968
objectives and strategies within their respective business.
See pages 20-33 for a description of the business areas. Other countries 1588 1826 87 118
Common group functions, i.e.functionswhich serve all business areas or the 23648 25868 11936 13311
Group as awhole, are nct considered a segment. .
. o ) South America
Theaccounting principles for the segments are the same as those described -
innote 1. Atlas Copco’s inter-segment pricingis determined on acommercial Brazil 2076 251 447 578
basis. Chile 559 601 N 94
Segment assets are comprised of property, plant and equipment, right-of- Other countries 929 989 55 78
use assets,intangible assets, other non-current receivables, inventories, and
current receivables. 3564 410 593 750
Segmentliabilitiesinclude the sum of non-interest-bearingliabilities such as Europe
operatingliabilities, cther provisions, and other non-current liabilities. Capital Belgium 1102 1159 29224 3379
expenditure includesproperty, plant and equipment, and intangible assets, but
excludes the effect of goodwill intangible assets and property, plant and equip- France 3385 3605 1A 9
mentthrough acquisitions. Germany 6116 6297 20604 8094
Italy 2631 2842 2025 2147
Russia 1473 1548 70 107
Sweden 1425 1484 1330 1278
Revenues from external customers
United Kingdom 2646 2666 12639 14618
MSEK Other countries 11543 12180 1580 1654
80000 30321 31781 41203 30996
70000 Africa/Middle East
60000 South Africa 522 671 85 115
50000 Other countries 4635 4957 366 480
5157 5628 451 595
40000 - -
Asia/Oceania
30000 - Australia 1076 1121 173 196
20000 china 20519 19471 2200 2329
10000 — India 3197 4077 286 316
Japan 2918 2932 489 492
2020 2019
. southKorea 5008 4326 1491 1520
B Equipment
Service (incl. spare parts, Other countries 4379 4451 409 480
consumables, accessories 37097 36378 5048 5333
and rental}
Total 99787 103 756 58231 50985
Geographic distribution Compressor Technique, % Vacuum Technigue, % Industrial Technique, % PowerTechnique, % Group, %
Orders Orders Orders Orders Orders
2020 received Revenues received Revenues received Revenues received Revenues received Revenues
North America 21 22 20 21 31 31 25 26 23 24
South America 6 5 1 - 2 2 6 6 4 4
Europe 35 35 14 14 38 38 37 36 30 30
AfricasMiddle East 7 7 2 2 1 2 10 10 5 5
AsiafOceania 31 31 63 63 28 27 22 22 38 37
100 100 100 100 100 100 100 100 100 100
78 Atlas Copco 2020
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4. Segment information, continued
Quarterly data
Revenues by business area 2020 2019
1 2 3 4 1 2 3 4
Compressor Technique 11588 11405 11890 12446 11 397 11974 12314 12601
—ofwhichexternal 11470 11322 11806 12381 11241 11832 12146 12502
—ofwhichinternal 118 83 84 65 156 142 168 99
Vacuum Technique 6159 6535 5928 6063 5253 5650 6107 6560
—ofwhichexternal 6154 6535 5925 6059 5253 5650 6107 6560
—ofwhichinternal 5 - 3 4 - - - -
Industrial Technique 4193 3355 4201 4407 4547 4576 4783 4806
—ofwhichexternal 4180 3347 4215 4399 4538 4567 4774 4799
—ofwhichinternal 13 8 6 8 9 9 9 7
PowerTechnique 3325 2930 2932 2919 3177 3555 3697 3486
—ofwhichexternal 3294 2898 2903 2899 3149 3531 3649 3458
-of whichinternal 31 32 29 20 28 24 48 28
Common Group functicns/eliminations -167 -123 =122 -97 -193 =175 =225 -134
Total 25098 24102 24849 25738 24181 25580 26676 27319
Operating profit by businessarea 2020 2013
1 2 3 4 1 2 3 4
Compressor Technique 2520 2444 2729 2965 2618 27173 2897 2910
in % of revenues 21.7% 21.4% 23.0% 23.8% 23.6% 23.2% 235% 231%
Vacuum Technique 1497 1278 1354 1390 1292 1401 1508 1581
in % of revenues 24.3% 19.6% 22.8% 22.9% 24.6% 24.8% 24.7% 24.3%
Industrial Technique 799 334 513 776 1008 1016 1051 994
in % of revenues 19.1% 10.0% 12.2% 176% 22.2% 22.2% 22.0% 20.7%
PowerTechnique 473 286 10 425 524 619 606 559
in % of revenues 14.2% 9.8% 14.0% 14.6% 16.5% 17.4% 16.4% 16.0%
Common Group functicns/eliminations =165 -453 =246 -183 -394 -430 =219 -427
Operating profit 5124 3889 4760 5373 5048 5379 5843 5627
in % of revenues 20.4% 16.1% 19.2% 20.9% 20.9% 21.0% 21.9% 20.6%
Netfinancial items -114 -63 —64 -80 —141 -64 —65 55
Profitbefore tax 5010 3826 4696 5293 4907 5315 5778 5572
in % of revenues 206.0% 15.9% 18.9% 206% 20.3% 20.8% 21.7% 20.4%
5. Employees and personnel expenses
Average number 2020 2019 Females inthe Board of Directors Dec.31, Dec.31,
of employees Women Mon Total  Women Mon Total and Group Management, % 2020 2019
Parent Company Parent Company
sweden 69 8 107 61 7 102 Board of Directors 1! 222 30
Subsidiaries Group Management 22 22
North America 1198 4788 5986 1127 4474 5601 1 Which excludes Presidentand CEO, includes employee representatives but excludes
<outh America 200 1459 1859 369 1496 1865 employeesrepresentatives” alternate members.
2 One female board member left the board afterthe Annual General Meeting ather own
Europe 3673 14497 18170 3434 13933 17387 request, and noreplacement has been made.
—ofwhich Sweden 283 1047 1340 262 120 1312
Africa/Middle East 186 891 1077 186 893 1079
Asia/Oceania 2369 10038 12407 2168 9622 11721
Totalin subsidiaries 7826 31673 39499 7234 30419 37703
Total 7885 31711 39606 7345 30460 37805
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5. Employees and personnel expenses, continued
and other benefi Group
2020 2019
Salaries and otherremuneration 20657 20370
Contractual pension benefits 1399 1169
Othersccial costs 3526 3681
Total 25582 25220
Pension obligations to Boardmembers and Group Management " 4 4
) Refersto former members of Group Management.
2020
Remuneration and other
benefits tothe Board Adjusted due
Value of Number of Total feesincl.value tovesting and
syntheticshares  syntheticshares Other of synthetic shares changein  Totalexpense
KSEK Fee atgrantdate atgrantdate fees atgrantdate stock price2) recognized 3
Chair:
Hans Straberg 1163 1162 3423 435 2750 167 3517
Other members of the Board:
Anders Ullberg 4 185 - - 48 233 - 233
Staffan Bohman 648 - - 483 1121 270 1401
Johan Forssell 370 370 1089 200 9410 448 1388
Tina Donikowski 648 - - - 648 350 998
Peterwallenberg Ir 370 370 1089 90 830 448 1278
Sabine Neuf# 283 - - - 283 - 283
Gunilla Berg# 93 - - 50 143 474 617
Gordon Riske 3 278 370 1089 - 648 -26 622
Anna Ohlsson-Leijon 5} 555 - - 150 705 - 705
Othermembers of the Board previousyear 124 124
Union representatives (3) 6 90 - - - 90 - 20
Total 4683 2272 6690 1446 3401 2855 11256

) Refersto fees for membershipin board committees.

2 Refers to synthetic sharesreceivedin 2016-2020.

31 Provision for synthetic shares as at December 31, 2020 amounted to MSEK 18 {15).

4 GunillaBerg and Anders Ullberg left the board at the Annual General Meeting 2020. Sabine Neuf left the beard at her own request on May 18, 2020. The fees received werein accor-
dance with this.

5! Gordon Riske and Anna Ohlsson-Leijon were elected board members at the Annual General Meeting 2020.

6 Union representatives receive compensation to prepare for their participationin board meetings.

2012
Remuneration and other
benefits to the Board Adjusteddue
Value of Number of Totalfeesincl. value tavestingand

syntheticshares  syntheticshares Other of syntheticshares changein Totalexpense
KSEK Fee atgrant date atgrantdate fees? atgrant date stock price 2 recognized3)
Chair:
Hans Straberg 1147 1163 4046 409 279 931 3650
Othermembers of the Board:
Anders Ullberg 730 - - 178 208 - 908
Staffan Bohman 365 370 1288 401 1136 296 1432
Johan Forssell 365 370 1288 198 933 1226 2159
Tina Donikowski 365 370 1288 - 735 539 1274
PeterwallenbergJr 365 370 1288 88 823 1226 2049
Sabine Neup 730 - - - 730 - 730
Gunilla Berg 365 370 1288 198 933 217 1850
Othermembers of the Board previousyear 687 687
Union representatives (4) 4 80 - - - 80 - 80
Total 4512 3013 10486 1472 8997 5822 14819

1 Refersto fees for membershipin board committees.

2) Refersto synthetic sharesreceivedin 2015-2019.

3 Provision for synthetic shares as at December 31, 2019 amounted to MSEK 15 (9).

4 Union representatives receive compensation to prepare for their participation in board meetings.
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5. Employees and personnel expenses, continued
2020
andother b £ Tme:jl, excl. ’
toG M. t recognized costs Recegnized costs
roup Managemen Base Variable Other Pension for share based forshare based Total expense
KSEK salary?) compensation 3 benefits 4 fees payments payments 3 recognized
Presidentand CEQ
MatsRahmstrém 1 15600 5824 347 5625 27396 12594 39990
Other members of Group Management
(8 positions) 31670 2054 5168 8567 54459 13794 68253
Total 47270 14878 5515 14192 81855 26388 108 243
Total remuneration and other benefits
119499

to the Board and Group Management

11 Further details on the President and CEO remuneration is part of the Remuneration Report that will be published in connection with the notice to the

Annual General Meeting.

2) President and CEO as well as members in Group Managementbased in Sweden decided to abstain 10% of their base salary for the months April, May

andJunetoagoodcause projectrelated to Covid-19 research.

3 Referstovariable compensation earnedin 2020 to be paidin 2021, based on actual base salary entitlement.

4 Referstovacation pay, company car, medical insurance, and other benefits.

5 Refersto stock options and SARs received in 2016-2020 and includes recognized costs due to change in stock price and vesting peried, see also note 23.

2019

and other benefi Total, excl.
to G M. t recognized costs Recognized costs
roup Managemen Base Variable Other Pension for share based forshare based Total expense

KSEK salary compensation benefits 2 fees payments payments3 recognized
Presidentand CEQ

MatsRahmstrom 14000 7840 431 4941 27212 22919 50131
Other members of Group Management

(8 positions) 27684 13037 5012 8174 53907 33308 87215
Total 41684 20877 5443 13115 81119 56227 137346
Total remuneration and other benefits
to the Board and Group Management 152165
) Refers to variable compensation earned in 2019 to be paid in 2020.

2 Refers tovacation pay, company car, medical insurance, and other benefits.

3) Refersto stock options and SARs received in 2015-2019 and includes recognized costs due to change in stock price and vesting period, see also note 23.

Atlas Copco 2020 81

04.08.2022 kl 12:32

Brgnngysundregistrene

Side 103 av 164



- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 910324381

FINANCIAL STATEMENTS, ATLAS COPCO GROUP

5. Employees and personnel expenses, continued

Guidelines for remuneration and other fees for members of
the Board, the President and CEQ, and other members of
Group Management

The guidelines forremuneration to the Board and Group Management are
approved at the Annual General Meeting of the shareholders. The guidelines
approved by the 2020 meeting are describedin the following paragraphs.

Board members

Remuneraticnand fees are based cn the work performedby the Board. The
remuneration andfees approved for 2020 are detailed in the table cn the previ-
ous page. Theremuneration to the President and CEO, who is amember of
Group Management, is described inthefollowing sections andin the Remuner-
aticnReport.

The Annual General Meeting decided thateachboard member can elect to
receive 50% of the 2020 gross fee before tax, excluding other committee fees, in
theform of synthetic shares and the remaining partin cash. The number of syn-
thetic sharesis based upon an average end price of series Asharesduring ten
trading days following the release of the first quarterlyinterim report for 2020.
The share rights are earned 25% per quarter as long asthe member remains on
the Board. After five years, the synthetic shares give the right tc receive a cash
payment per synthetic share based upon anaverage price for series Ashares
during 10trading days fellowing therelease cfthefirst quarterlyinterimreport
oftheyear of payment. The board memberswill receive dividends onseries A
shares until payment date inthe form of new synthetic shares. If aboard mem-
berresigns from his or her position before the stipulated payment date as stated
above, the boardmemberhasthe right to request a prepayment. The prepay-
mentwill be made twelve months after the date when the board member
resigned or otherwise the original payment date is valid.

Status end of year

Fourboard members accepted the right to receive synthetic shares. The number
and costs at grant date and at the end of the financial year are disclosed by
board memberinthetableonthe previcus page.

Remuneration and other committees 2020

The board has three committees:

* Remuneraticn committee consisting of Hans Straberg (Chair), Peter wallen-
berg Jr, Anders Ullberg (until Annual General Meeting 2020) and Staffan
Bohman {from Annual General Meeting 2020). The committee proposed
compensationte the President and CEQ for approval by the Board. The com-
mittee also supportedthe President and CEO in determining the compensa-
tion to the other members of Group Management.

»  Audit Committee consisting of Staffan Bohman {Chair), Johan Forssell,

Hans Straberg, Gunilla Berg {until Annual General Meeting 2020} and Anna
Ohlsson-Leijon {from Annual General Meeting 2020).

* Repurchase committee consisting of Anders Ullberg (until Annual General
Meeting 2020, and as chair), Staffan Bohman (full year, but as chair from
Annual General Meeting 2020) and Hans Straberg.

Group Management

Group Management consists of the President and CEO and eight othermem-
bers of the Executive Committee. The compensation to Group Management
shall consist of base salary, variable compensation, possible long-term incentive
(personnel options), pension benefits and otherbenefits.

The following describes the varicus guidelinesin determining the amount of

remuneration:

* Base salaryis based on competence, area cf responsibility, experience and
performance.

» Variable compensation is linked to predetermined and measurable criteria
which canbe finandal or non-financial. Nen-financial criteria for 2020 have
beente reduce the CO; emissionsin the Group and toincrease the number of
female employeesin the Group. The variable compensation ismaximized to
80% of the base salaryforthe President and CEQ, 60% for Business Area
Presidents, and 50% for cther members of Group Management.

» Performance related personnel opticn pregram for 2020, see note 23.

» Pension benefits are paid in accordance with a defined contribution plan
with premiums setin line with Atlas Copco Group Pension Policy for Swedish
Executives and Atlas Copco terms and conditions for expatriate employ-
ments.

» Otherbenefits consist of company car and medical insurance.

» Forthe expatriates, certainbenefits are paid in compliance with the Atlas
Copcoterms and conditions for expatriate employment.

Amutual notice of termination of employment of sixmonths shall apply.

82 Atlas Copco 2020

The Board may resolve tc deviate from the guidelines, in whole orinpart,ifin a
specific case there are special reasons for the deviation and the Board deems
deviationisneeded to serve the company’slong-term interests or to ensure the
company’s financial viability. No fees are paid tc Group Management for board
memberships in Group companies nor do they receive compensation for other
duties that they may perform outside theimmediate scope of their duties.

President and CEO

The variable compensation can give a maximum of 80 % ofthe base salary. The
variable compensationis notincludedin the basis for pension benefits. Accord-
ingtc an agreement, the President and CEQ has the option to receive variable
compensaticninthe form of cash payment or as apension contribution. The
Presidentand CEQis amember of the Atlas Copco Group Pension Pelicy for
Swedish Executives, whichis a defined contribution plan. The contribution is
age related andis up tc amaximum of 35% of the base salary. These pension
plans arevested. In addition, premiums for private healthinsurance are added.
Theretirementage of the Presidentand CEQ isset at the age of 65.

Other members of Group Management

The variable compensation is notincluded in the basis for pension benefits.
Members of Group Management have defined contribution pension plans, with
contributich up to amaximum of 35% of the base salary according tc age. These
pension plans arevested. Theretirement ageis 65, unlessthereis an agreement
between the company and the individual on alonger employment.

Termination of employment

The President and CEG isentitled to a severance pay of twelve monthsifthe
Company terminates the employment and a further twelve monthsif other
employmentis not available.

Othermembers of Group Management are entitled to severance payif the
Company terminates theiremployment. The amount of severance payisdepen-
dent onthelength of employment with the Company and the age of the execu-
tive, butis neverlessthan 12 months and never more than 24 months” salary.

Anyincome that the Presidentand CEG and other members of Group Man-
agement receives from employment or other business activity, whilst severance
pay is being paid, will reduce the amount of severance pay accordingly.

Severance pay forthe President and CEO and other members of Group Man-
agementis calculated enly enthe base salary and deesnotinclude variable
compensation. Severance pay cannot be elected by the employee, but will only
be paidif empleyment is terminated by the Company.

Stock option/share appreciation rights, holdings for

Group Management - year end

The stock options/share appreciation rights holdings as at December 31 are
detailedbelow:

Stock Options/share appreciations rights holdings as at Dec. 31,20207"

Other members of

GrantYear Presidentand CEO GroupManagement

2016 - 25175
2017 75762 126461
2018 128191 149899
2019 187 760 233811
20202 4476 8806
Total 396189 544152

) The numbers have been adjusted for the effect ofthe distribution of Epiroc. See note 23
for additionalinformation.

2) Estimated grants for the 2020 stock option program incuding matching shares.
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5. Employees and personnel expenses, continued 7. Other operating income and expenses

Workforce profile Otheroperatingincome 2020 2012

Atlas Copco strives to grow local leaders where it operates. The gecgraphical o ved

spread of employees and senior managersis in continuous development. Commissions receive n 16

As acustemer-focused company, 51% (52) of all employees work in marketing, Income freminsurance operations o 64

sales or service. Capital gain onsale of property, plant and
equipment 23 55

Geographical spread of Mationality of Other operating income 135 162
employeesasatDec.31, 2020,% Employees senicr managers
X Total 270 297
North America 15 8
South America 4 4
Otheroperating expenses 2020 2012

Europe 46 12 . X
Capitalloss onsale of propenty, plant and equipment —42 -27

AfricasMiddle East 3 4 -

Exchange-rate differences, net -397 -48

Asia/Oceania 32 12
Other cperating expenses -309 -98

Total 100 100
Total -748 -173
In 2020, other cperating expensesinclude —210 related to aprovision for settle-

Employees by professional category, % 2020 209 ment of a pension dispute in Edwards Ltd {vacuum Technique) dating back to

Production 23 23 before the acquisition of Edwards Ltd in 2014.

Marketing 8 i Additional information on costs by nature

Sales andsupport 14 15 Cost of geedssoldincludes expenses forinventories, see note 16, warranty

Service 29 29 costs, environmental fees, and transportation costs.

Administration 16 16 Salaries, remunerations and emplcyercomnbutlonslamountedto 25582
(25 220) whereof expenses for post-employment benefits amountedto 1399

Research & development 10 9 {1 169). Seenote 5 for further details.

Total 100 100 Government grantsof 444 (117} have been deducted in the related expenses
orincludedinother operatingincome. The increasein government grant is
mainlyrelated to the Covid-19 pandemic. Asignificant pertion of the govern-
ment grants receivedis given in the form of reduced social security charges
which appliesto all companiesin certain countries. In addition, government
grants have been received in relation to salary support and partial unemploy-

) ) ment. Government grants related to assetshave beenrecognized as a deduc-

6. Remunerationto auditors tion when establishing the carrying amount of the asset. Therefore, the govern-
ment grants are reported asincome over the useful life of the asset through a

Audit fees and other services 2020 2019 reducticnin depreciation expense. The remaining value of these grants, at the
end of 2020, amounted to 32 (51).

Ernst & Young Included in the cperating profit are exchange rate changes on payablesand

Auditfee 62 - receivables, and the effects from currency hedging. The operating profit also

Otherservices, tax 2 _ includes -29 (42) of realized foreign exchange hedgingresult, which were previ-

} ouslyrecognizedin equity. Amortization, depreciation andimpairment charge

Othe.rsemces,other 0 fortheyearamounted to 5189 (4 700). See note 12, 13 and 22 for further details.

Deloitte Costs forresearch and development amounted to 3 762 (3631).

Auditfee 8 70

Audit activities otherthan the audit assignment 0 1

Otherservices, tax 4 3

Otherservices, other 3 6

Other audit firms

Auditfee " 8

Total 90 88

Audit fee refers to audit of the financial statements and the accounting records.
For the Parent Company, this alsc includes the administration of the business by
the Board of Directors and the President and CEO.

Taxservices include mostly tax consultancy services.

Otherservices essentiallycomprise consultancy services, such as due diligence
servicesin connection with acquisitions, trainings and investigations.

Atthe Annual General Meeting 2020, Ernst & Youngwas elected as auditor
forthe Group up to and including the Annual General Meeting 2021.

Atlas Copco 2020
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8. Financial income and expenses

9. Taxes, continued

Financialincome and expenses 2020 2012

Interestincome

—cash and cash equivalents 42 87
—derivatives 94 19
—other 9 8
Capital gain

—otherassets 16 24
Foreign exchange gain, net - 23
Financial income 161 161

Interest expenses

-borrowings -350 -415
—pension provisions, net -37 —51
—deferred considerations —4 -7
Change in fairvalue —other liabilities

and borrowings -1 -2
Foreign exchangeloss, net -87 -
Impairmentloss -3 -1
Financial expenses -482 -486
Financial expenses, net -321 -325

"Foreigh exchange gain/loss, net” includes foreign exchange gains of 353(93)
onfinancial assets at fair value through profit orloss and foreign exchange
losses of —440(=70) on other liabilities.

9. Taxes

Income tax expense 2020 2019
Current taxes -4 801 -4909
Deferred taxes 759 -120
Total -4042 -5029

The following isa reconciliation of the companies’ weighted average taxbased
onthencminal taxforthe country as compared te the actual tax charge:

2020 2019
Profitbefore tax 18825 21572
Weighted average tax based on national rates —4320 -5353
—-in% 22.9 24.8
Taxeffect of:
Non-deductible expenses -534 -312
withholding and other taxes on dividends -29 -267
Tax-exemptincome 617 697
Adjustments from prioryears:
—current taxes 85 251
—deferred taxes 229 -17
Effects of taxlosses/credits utilized 1 20
Change in taxrate, deferred tax -85 33
Taxlosses notrecognized -57 -1
Ctheritems Ell -80
Income tax expense -4042 -5029
Effective taxin % 215 23.3

84 Atlas Copco 2020

The effective tax rate was 21.5% (23.3). Withholding and othertaxes on divi-
dendsof —29{-267}relateto provisicns on retained earmingsin countrieswhere
Atlas Copceincur withholding and other taxes on dividends. Tax-exempt
income of 617 (697) referstc incomethatis not subject totaxation or subject to
reduced taxation underlocal lawinvarious countries. Adjustments from prior
years—current tax includes the net from tax issues, tax disputes and also one-
time positive tax effects in different countries and amounted to 85 (251).

In 2020, effects of income taxrate changes have affected theresult with
-65(33).

European Commission’s decision on Belgium’s tax rulings

On January 11,2016, the Eurcpean Commission announced its decision that
Belgiantax rulings granted to companies with regard 1o *Excess Profit” shallbe
considered asillegal state aid and that unpaid taxes shall be reclaimed by the
Belgianstate. Atlas Copco had such taxruling since 2010.

Fellowing the Eurcpean Commission decisicn, Atlas Copco has paid, intotal,
MEUR313 {(MSEK 2 952). In 2015, Atlas Copcomade a provision of MEUR 300
{MSEK 2 802)and paid MEUR 239 (MSEK 2 250]in 2016.In the seccnd quarter of
2017, Atlas Copco paid the remaining amount of MEUR 68 (MSEK 655). During
2017, MEUR 13 {MSEK 125)was expensed as an interest cost.

The Belgian government, as well as Atlas Copco, appealed the decisionto
the General Court ofthe European Union {EGC) in Luxembourg and on February
14,2019 the EGC annulled the decision taken by the European Commission cn
January 11, 2016.

On May 3,2019, the European Commission appealed the EGC’sannulment.
The case will consequently beruled bythe European Court of Justice. In Septem-
ber 2020, the European Commissicn also published individual opening deci-
sions stating that the specific dedisicns granted by Belgium between 2005 and
2014 regardingtaxrulings granted tomultinationals with regard to "Excess
Profit” viclated the EUrulesforstate aid. One ofthese opening decisicns con-
cerns Atlas Copco. Itis likely several years before final decisicns are made.

The fellowing table reconciles the netasset balance of deferred taxesat the
beginning ofthe yearto the net asset at the end of the year:

Change indeferred taxes 2020 2019
Opening netbalance, Jan. 1 747 1000
Business acquisitions -1576 -98
Chargesto profitfortheyear 759 -120
Tax onameunts recorded to other
comprehensive income -179 -36
Translation differences -3 1
Netbalance,Dec. 31 -252 747
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The deferred tax assets andliabilities recognized in the balance sheet are attributable to the following:

Deferredtax assets and liabilities 2020 2019

Assets Liabilities Net balance Assets Liabilities Net balance
Intangible assets 391 3533 -3142 81 2269 -2188
Property, plantand equipment? 222 893 -671 271 984 -713
Ctherfinancial assets 21 55 34 26 45 -19
Inventecries 1378 33 1345 1242 50 1192
Currentreceivables 165 260 -95 170 76 94
Operatingliabilities 705 9 696 725 2 723
Provisions 327 5 322 305 8 297
Post-employment benefits 860 15 845 888 10 878
Borrowings " 500 5 495 761 4 757
Loss/credit carry-forwards 293 - 293 199 - 199
Otheritems? 8 314 -306 72 545 —473
Deferred tax assets/liabilities 4870 5122 -252 4740 3993 747
Netting cf assets/liabilities -3386 -3386 - -3291 -329 -
Net deferred tax balances 1484 1736 -252 1449 702 47

» The gross amount of deferred tax assets and liabilities relating to right-of-use assets andlease liabilities are included in Property, plant and equipment and Borrowings.

The net amountoftheseitems is not material.

# Otheritems primarily include tax deductions which are not related to specific balance sheetitems.

Deferred tax assets regarding tax loss carry-forwards arereported to the extent
thatrealization of the related tax benefit through future taxable resultsis prob-
able. At December 31, the Group had total tax loss carry-forwards of 3254

Changesin temporary differences during the year that are recognized inthe
income statement are attributable tothefollowing:

(2543), of which deferred tax assets wererecognizedfor 1 387 (798). The tax 2020 2019
value ofreported taxloss carry-forwardstotals 293 (199). There is no expiration Intangible assets 297 -69
datefor utilization of the major part of the taxlosses carry-forwards for which Property, plant and equipment 17 _a127
deferred tax assets have beenrecognized. i .
Otherfinancial assets 14 33
. . . Inventories 21 23
Tax loss carry-forwards for which nc deferred tax have been recognized expire
inaccordance with below table: Currentreceivables -n 8
Operating liabilities 38 -16
2020 2019 _—
. Provisions 48 51
Expires after 1-2 years 109 32
N Post-employment benefits 21 -20
Expires after 3—4 years 69 84
. Borrowings -28 5117
Expires after 5-6 years 49 27 _—
- Otheritems 231 -103
No expiry date 1640 1602 & p pre 720 6
anges due to temporary differences
Total 1867 1745 g porary
Loss/credit carry-forwards 39 -126
Charges to profit for the year 759 -120
" Changes inProperty, plant and equipmentand Borrowings mainly relate toright-of-use
assetand lease liabilities. The netamount of these itemsis notmaterial.
10. Other comprehensive income
Othercomprehensive income fortheyear 2020 2019
Beforetax Tax After tax Befaretax Tax After tax
Attributable to owners of the parent
Items that will notbe reclassified to profit orloss
Remeasurements of defined benefitplans 93 -19 74 —626 150 -476
Items that may be reclassified subsequently
to profitorloss
Translation differences
—on foreign operations —6379 —57 —6 436 1577 22 1599
—realized and reclassified to income statement - - - -32 - -32
Hedgeofnetinvestmentsin foreignoperations 673 -148 527 -252 54 -198
Cash flowhedges 27 -8 19 43 -5 38
Total other comprehensiveincome -5586 -230 -5816 710 n 931
Attributable to non-controlling interests
Translation differenceson foreign cperations -19 - -19 1 - 1
Total other comprehensiveincome -5605 -230 -5835 nm 221 932

Atlas Copco 2020
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FINANCIAL STATEMENTS, ATLAS COPCO GROUP

11.  Earnings pershare
AmountinSEK Basic earnings pershare Diluted earnings per share
2020 2019 2020 2019
Earnings per share 1216 13.60 12.14 13.59
The calculation of earnings per share presented above is based on profits and number of shares as detailed below.
Profit forthe year attributable to owners of the parent 2020 2019
Profit for the year 14779 16522
g berof dii 2020 2012
Basicweighted average number of shares outstanding 1215423710 1214711277
Effect of employee stock options 1788839 1043 065

Diluted weighted average number of shares cutstanding

Patentially dilutive instruments

1217212549

1215754342

Asof December31, 2020, Atlas Copco had five outstanding employee stock option programs. The exercise price including adjustment for remaining vesting costs for
the 2019 and 2020 programs exceeded the average share price for series Ashares, SEK 385.03 per share. These programs are therefore considered anti-dilutive and
notincludedinthe calculation of diluted earningsper share. Ifthe average share price, after adjustment with the above, exceeds thestrike price in the future, these

options will be dilutive, whichis the caseforthe 2016, 2017 and 2018 programs.

12. Intangible assets

Impairment tests for cash-generating units with goodwill and
forintangible assets with indefinite useful lives

Impairment tests (including sensitivity analyses) are performed asper
September 30 each year orwhenthere is anindication of impairment.

Currentgoodwillis menitored forinternal management purposesat busi-
ness area level which also represents the Group’s operating segments. The
goodwillhas therefore been tested forimpairment at business arealevel.

Therecoverable amounts of the cash generating units have been calculated
asvalue-in-use based onmanagement’s five-yearforecast for net cash flows
where the most significant assumptions are revenues, operating profits, work-
ing capital, and capital expenditures.

All assumptions for the five-year forecast are estimated individually for each
ofthe business areas based on their particular market position and the charac-
teristics and development of their end-markets. The forecasts representman-
agement’s assessment and are based on both external and internal sources.
The perpetual growthforthe period afterfive yearsis estimated at 2% (3).

The Group’s average weighted cest of capital in 2020 was 8% (8) aftertax
(approximately 10.5% (10.5) before tax) and has been used in discounting the
cash flows to determine the recoverable amounts. The business areas are all rel-
atively diversified and have similar gecgraphical coverage, similar crganization
and structure and, to alarge extent, anindustrial customer base. Specific risks, if
any, have affected projected cash flows. The same discountrate has therefore

been used for all business areas. All business areas are expected to generate a
return well above the values to be tested, including sensitivity analyses/worst-

casescenarios.

Thefellowing table presents the carrying value of goodwill and trademarks
with indefinite useful lives allocated by business area:

2020 2019
Trademarks Goodwill  Trademarks Goadwill
Compressor Technique - 4164 - 4389
vacuum Technigue 2436 11099 2713 12281
Industrial Technique - 12534 - 4931
Power Technique - 1076 - 1156
Total 2436 28873 2713 22757

The tradenames of Edwards, Leybold, CTIand Polycold in the Vacuum
Techniquebusinessarea represent streng trade namesthat have beenused for
alongtime intheirindustries. Management's intentionis that these trade
names will be used for anindefinite pericd of time. Apartfrom the assessment
of future custemer demand and the profitability of the business, future market-
ingstrategy decisions involving the trade names, can affect the carrying value of

theseintangible assets.

Amortization andimpairment of intangible assets are recognized inthefollowing lineitemsin the income statement:

2020 2019
Internally generated Acquired Total Internally generated Acquired Total
Costofsales 32 38 70 26 36 62
Marketing expenses 5 773 778 7 639 646
Administrative expenses 100 52 152 82 46 128
Research and development expenses 398 578 976 371 421 792
Total 535 1441 1976 486 1142 1628

Impairment charges on intangible assets totaled 16 {14) of which 1 {14) wasclassified as research and development expenses, 5 {0} were classified as marketing
expenses, and 10 (0) as administrative expenses. Of the impairment charges, 1 {14) was due to capitalized development costs relating to projectsdiscontinued.

Atlas Copco 2020

04.08.2022 kl 12:32

Brgnngysundregistrene

Side 108 av 164



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 910324381

12. Intangible assets, continued

FINANCIALSTATEMENTS, ATLAS COPCO GROUP

Internally generated
intangibleassets

Acquired intangible assets

Product  Othertechnaology Praduct Marketingand ~ Othertechnalogy
2020 development andcontractbased  development Trademarks customerrelated andcontractbased Goadwill Total
Cost
Opening balance, Jan. 1 4611 1321 538 4433 7549 7030 22789 48271
Investments 1034 161 3 - - 139 - 1337
Business acquisitions - - - 494 3Nz 1611 8704 13926
Disposals -5 -13 =13 - -20 -50 - -101
Reclassifications 9 170 -5 - - -170 - 4
Translation differences -235 74 -54 —426 -878 702 -2589 —4958
Closing balance, Dec. 31 5414 1565 469 4501 9768 7858 28904 58479
Amortization and impairment losses
Opening balance, Jan. 1 2788 727 28 1166 3975 3006 32 11722
Amortizationforthe pericd 393 131 5 145 678 608 - 1960
Impairment charge for the period 1 10 - 1 4 - - 16
Disposals -5 -13 =10 - -20 -50 - -98
Reclassifications 22 170 22 - - -170 - -
Translation differences 114 50 -2 —93 -430 -271 -1 —961
Closing balance, Dec. 31 30M 975 43 1219 4207 3123 31 12639
Carrying amounts
Atlan.1 1823 594 510 3267 3574 4024 22757 36549
AtDec.31 2373 590 426 3282 5561 4733 28873 45840

Internally generated

intangibleassets Acquired intangible assets

Product  Othertechnology Product Marketingand  Othertechnelogy
2019 development andcontractbased  development Trademarks customerrelated andcontractbased Goodwill Total
Cost
Cpening balance, Jan. 1 3923 1148 198 3481 6402 5524 19448 40124
Investments 761 157 2 - - 96 - 1016
Business acquisitions - - 411 854 954 1232 2748 6199
Disposals -188 -8 =29 =1 -2 -26 - =254
Reclassifications 57 -2 -49 - 2 13 - 21
Translation differences 58 26 5 99 193 191 593 1165
Closing balance, Dec. 31 4611 1321 538 4433 7549 7030 227892 48271
Amortization and impairment losses
Opening balance, Jan. 1 2566 622 48 1029 3348 2455 31 10099
Amortization for the pericd 357 116 15 115 529 482 - 1614
Impairment charge for the period 13 - - - - 1 - 14
Disposals -188 -7 -29 =1 -2 -25 - —252
Reclassifications 7 -20 -7 -1 2 19 - -
Translation differences 33 16 1 24 98 74 1 247
Closing balance, Dec. 31 2788 727 28 1166 3975 3006 32 11722
Carrying amounts
Atlan.1 1357 526 150 2452 3054 3069 19417 30025
AtDec.31 1823 594 510 3267 3574 4024 22757 36549
Othertechnology and contract based intangible assets include computer
software, patents, and contract basedrights such aslicenses and franchise For information regarding principles for
agreements. Marketing and customerrelated intangible assetsinclude Inter- amortization and impairment, see note 1.
netdomain narnes, cl.JstomerIists, customerccntraicts and relationship.s with See note 2 for information on business
customers. Allintangible assets otherthan goodwill and trademarks with acquisitions.
indefinite useful lives are amortized.
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FINANCIAL STATEMENTS, ATLAS COPCO GROUP

13. Property, plantand equipment

Buildings Machinery and Constructicnin Rental
2020 and land equipment progress and advances Total equipment
Cost
Opening balance, Jan. 1 6353 12000 565 18918 5980
Investments 26 534 829 1459 486
Business acquisitions 243 103 23 369 -5
Disposals -39 -651 - -690 —-433
Reclassifications 153 591 -704 40 -7
Translation differences -451 —867 -43 —1361 -688
Closing balance, Dec. 31 6355 11710 670 18735 5223
Depreciation and impairment losses
Opening balance, lan. 1 2593 8304 - 10897 3122
Depreciation for the peried 248 1068 - 1312 735
Impairment charge for the period - 2 - 2 -
Dispesals -37 -597 - -634 -410
Reclassificaticns 18 16 - 34 -92
Translation differences -184 -581 - -765 373
Closing balance, Dec. 31 2636 8210 - 10846 2982
Carrying amounts
Atlan.1 3760 3696 565 8021 2858
AtDec.31 3719 3500 670 7889 2241

Buildings Machinery and Canstructionin Rental
2019 and land equipment progress and advances Total equipment
Cost
Opening balance, Jan. 1" 6371 10997 706 18074 5005
Investments 208 682 772 1662 1140
Business acquisitions 21 34 5 60 151
Disposals =716 -594 - =1310 —-447
Reclassifications 300 651 —940 1 -36
Translation differences 169 230 22 421 167
Closing balance, Dec. 31 6353 12 000 565 18918 5980
Depreciation and impairment losses
Openingbalance, Jan. 1" 2381 7625 - 10006 2719
Depreciation for the peried 253 1042 - 1295 725
Impairment charge for the period - - - - 2
Disposals -94 =541 - -635 -406
Reclassificaticns - 27 - 27 21
Translation differences 53 151 - 204 103
Closing balance, Dec. 31 2593 8304 - 10897 3122
Carrying amounts
Atlan. 1" 3990 3372 706 8068 2286
AtDec.31 3760 36926 565 s8o21 2858

® Financeleasesfrom 2018, previouslyincludedin note 13 Property, plant and equipmentare presented innote 22 Leases.

For information regarding principles for deprediation
and impairment, see note 1.

See note 2 for information on business acquisitions.
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14. Investments in associated companiesand joint ventures

FINANCIALSTATEMENTS, ATLAS COPCO GROUP

Accumulated capital participation 2020 2019
Opening balance, Jan. 1 1037 133
Acquisiticns of joint ventures 0 909

Dividends —49 -38

Profit for the year afterincome tax 33 16
Translation differences -90 17
Closing balance, Dec. 31 931 1037

2020

Carrying

Summary of financial information forassociated Profitfor Group's value
companies and joint ventures Country Assets?  Liabilities? Equity”  Revenues? theyear? share, %? Dec.31
Associated companies

Qingdao Gianshao Pneumatic Tool Manufacturing Tech Ltd. China 59 16 43 28 -7 25 11
Reintube S.L. Spain 7 3 4 9 0 47 1
ISRAImmobilie Berlin GmbH Germany 75 81 -6 2% [ 49.99 0
Jointventures
Toku-Hanbai Group Japan 399 180 219 819 4 50 110
Ulvac Cryogenics Inc. Japan 1257 46 841 752 69 50 809
Total 231
" Presented amounts for associated companies and jointventures are for 100% of the company.

# The Atlas Copco percentage share of each holding represents both ownership interest and voting power.

# Included fromthe date of acquisition.

2019

Carrying

Summary of financial information forassociated Profitfor Group's value
companies and jointventures Country Assets?  Liabilities? Equity?  Revenues? theyear? share, %2 Dec.31
Associated companies

Qingdao Qianshao Pneumatic Teol Manutfacturing Tech Ltd. China 74 22 52 39 -3 25 13
Reintube S.L. Spain 6 3 3 9 0 47 1
Jointventures

Toku-Hanbai Group Japan 423 186 237 799 -4 50 119
Ulvac Cryogenics Inc. Japan 1272 506 766 331 392 50 904
Total 1037

™ Presented amounts for associated companies and jeintventures are for 100% of the company.
# The Atlas Copco percentage share of each holding represents both ownership interest and voting power.

# Included fremthe date of acquisition.

The above tablesare based on the mostrecent financial reporting available frem associated companies andjointventures.

OnJune 24,2020, Atlas Copco completed the acquisition of 82.19% of ISRA VISION AG. Included in the acquisition was 49.99% share of German based ISRA
Immobilie Berlin GmbH. In 2019, Atlas Copco completed the acquisition of Brooks’ Semiconductor Cryogenics Business. Included inthe acquisitionwas a 50% share
of Japan based UlvacCryogenics Inc. {UCl). UCI manufactures and sells cryopumps and cryogenicequipment such as cryogenic refrigerators and provides various

support servicesin advanced technology fieldssuch asanalysis equipment and medical care.

Atlas Copco 2020
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FINANCIAL STATEMENTS, ATLAS COPCO GROUP

15. Otherfinancial assets

18. Otherreceivables

The fair value of financial instruments under other financial assets corresponds
totheir carrying value.

2020 2019
Non-current
Pension and other similar benefit assets (note 23) 496 478
Financial assets at fair value through GCl 15 13
Financial assets at fair value through profit or loss 26 20
Financial assets measured at amortized cost
—leasereceivables 82 94
—other financial receivables 54 37
Closing balance,Dec. 31 673 642
Current
Financial assets at fair value through prefitorloss - 73
Financial assets measured at amortized cost
—leasereceivables 20 32
-otherfinancial receivables 38 20
Closing balance, Dec. 31 58 125

Seenote 22 forinformation enleasesand note 27 for information on credit risk.

16. Inventories

2020 2019
Rawmaterials 2075 1886
workin progress 2806 2833
semi-finished goods 3626 3720
Finishedgoods 4943 6062
Closing balance, Dec. 31 13450 14501

Provisions for cbsolescence and other write -downs ofinventoriesrecorded
as cost of sales amounted to 547 {(411). Reversals of write -downs which were
reccgnized inearnings totaled 30 {43). Previous write-downs havebeen
reversed as aresult ofimproved market conditions in certain markets.
Inventories recognized asexpense amountedto 41 989{42 893).

17. Trade receivables

The fair value for trade receivables corresponds to their carrying value.
Trade receivables are measured at amortized cost.

Expected credit losses, trade 2020 2019
Opening balance, lan. 1 711 716
Business acquisitions and divestments 52 15
Provisions recognized for potential losses 401 337
Amountsused for established losses —144 =211
Release of unnecessary provisions —163 -182
Translation differences 77 16
Closing balance, Dec. 31 780 M

Trade receivables of 18 801 {20 590) arereported net of expected creditlosses
and otherimpairments amountingto 780{711).

Expected creditlosses and impairment losses recognized in the income state-
ment totaled 193 (125).

For creditriskinformation, seenote 27.

a0 Atlas Copco 2020

The fair value for otherreceivables correspondsto their carrying value.

2020 2019
Derivatives
—at fair value through profitorloss 307 277
—at fair value through ©Cl 89 78
Financial assets measured at amortized cost
-otherreceivables 2178 2461
—contract assets 2826 2393
Prepaid expenses 607 689
Closing balance, Dec.31 6007 5898

Otherreceivables consist primarily of VAT claims and advancesto suppliers.
Contract assets relate mainly to service and construction projects. Acquisitions
during 2020 added contract assets inthe amount of 585. Impairment losses
recognized on contract assets were insignificant. Prepaid expensesinclude
items such asinsurance, interest, IT and employee costs.

See note 27 forinformation on the Group’s derivatives.

19. Cashandcash equivalents

The fair value of cash and cash equivalents correspondsto their carrying value.
Cashand cash equivalentsare measured at amortized cost.

2020 2019
Cash 10778 13421
Cashequivalents 877 1584
Closing balance, Dec.31 11655 15005

During 2020, cash and cash equivalents had an estimated average effective
interest rate 0f 0.38% (0.66). The committed, but unutilized, credit lines were
MEUR 16401 440), which equaled to MSEK 16 467 {15 030).

See note 27 for additional information.
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FINANCIALSTATEMENTS, ATLAS COPCO GROUP

20. Equity

2020 2019
Shares outstanding Ashares Bshares Total Ashares Bshares Total
Opening balance, Jan. 1 839394096 390219008 1229613104 839394096 390219008 1229613104
Total number of shares, Dec. 31 839394096 380218008 12298613104 839394096 390219008 12292613104
—of which held by Atlas Copco -132420451 - -13420451 -12557941 -8899 —-12566 840
Total shares outstanding, Dec. 31 825973645 380218008 1216192653 826836 155 390210109 1217046264

AtDecember 31, 2020 Atlas Copco AB's share capital amounted to SEK 786 008 190 distributed among 1 229613 104 shares, each with aquota value of approxi-
mately SEK 0.64 (0.64). Series A shares entitle the holder to cne voting right and series B shares entitle the holder to one-tenth of avoting right per share.

Number of shares held by Atlas Copco

Costvalue
AGM AGM AGM AGM affecting equity

Repurchases/ mandate2020 mandate2019 mandate 2019 mandate 2018

Divestmentofshares 2020 Apr.—Dec. Jan.—Mar. 2012 Apr.—Dec. Jan—Mar. 2020 2019
Opening balance, Jan. 1 12566840 16899062 321 4077
Repurchase of A shares 3000000 3000000 3000000 1200000 1800000 1097 897
Divestment of Ashares -2137490 —1922667 -214823 -7221962 -5439 956 -1782006 -590 =1755
Divestment of B shares -8899 -8899 - -110260 -110 260 - - -8
Closing balance, Dec. 31 13420451 12566 840 3718 321
Percentage of shares outstanding 11% 1.0%
The 2020 AGM approved a mandate for the Board of Directors to repurchase Reserves

and sell series Ashares and series B shares on Nasdagq Stockholmin order te fulfill
the obligations under the performance stock option plan. The mandate isvalid
untilthe next AGM and allows:

» Thepurchase of notmore than 3 350000 series A shares, whereofa maximum
2700000 maybe transferred to personnelstock option holders under the
performancestock option plan 2020.

» Thepurchase of notmore than 15 000 series Ashares, laterto be seld en the
marketin connectionwith payment to board members whohave cpted to
receive synthetic sharesas part of theirboard fee.

* Thesaleofnot more than 10 000 series A sharesto cover costsrelated to
previouslyissued synthetic shares to board members.

* Thesale of maximum 7 000 000series Aand Bsharesin orderto cover the
obligationsunder the performance stock option plans 2015, 2016 and 2017.

The 2019 AGM appreved amandate for the Board of Directors to repurchase
and sell series Ashares and series B shares on Nasdagq Stockholmin order te fulfill
the obligations under the performance stock option plan. Themandate was
valid until the next AGM and allowed:

» Thepurchase of notmore than4 250000 series A shares, whereofa maximum
41500000 may betransferred to personnel stock option holders under the
performancestock option plan 2019.

» Thepurchase of notmore than 70 000 series Ashares, laterto besold cnthe
marketin connectionwith payment to board members whohave cpted to
receive synthetic sharesas part of theirboard fee.

* Thesaleofnot more than 30 000 series Ashares to cover costs related to
previouslyissued synthetic shares to board members.

* Thesale of maximum 11 000 000 series A and B sharesin orderto cover the
obligaticnsunder the performance stock option plans 2014, 2015 and 2016.

Repurchases and sales are subject to market conditions, regulateryrestrictions,
and the capital structure at any given time. During 2020, 3 000 000 series A
shares were repurchasedwhile 2 137 490 series Ashares and 8 899 series B
shares were divestedin accordance with mandates granted by the 2019 and
2020 AGM. Furtherinfermation regardingrepurchases and salesin accordance
with AGM mandates is presented in the table above. The series A shares areheld
forpossible delivery under the 2016—2020 personnel stock option programs.
Theseries Bshares held canbe divested overtime to cover costsrelated to the
personnel stock option programs, induding social insurance charges, cash
settlements or performance of alternative incentive solutionsin countries
where allotment of employee stock options is unsuitable. The total number of
shares of series Aand series B held by Atlas Copcois presentedin the table
above.

Consolidated equityincludes certain reserves which are described below:

Hedging reserve
The hedging reserve comprises the effective portion of net changesinfairvalue
for certain cash flow hedginginstruments.

Translation reserve

The translaticnreserve comprises all exchange differences arising from the
translation of the financial statements of foreign operations, the translation of
intra-groupreceivables from or liabilities to fereign cperations that in substance
are partof the netinvestmentintheforeign operaticns, as well as from the
translation of liakilitiesthat hedge the company’s netinvestmentsinforeign
operations.

Non-controlling interest

Non-controlling interest amounts to 319 (59). In the second quarter 2020, the
Group acquired 92.19% of ISRAVISION (see also note 2) and almost the full
remaining non-controlling interest of Atlas Copco {India) Ltd. Subsequent to
these events, in addition to ISRA VISION, there are five subsidiaries that have
non-controlling interest. The non-controllinginterests are not material tothe
Group.

Appropriation of profit

The Board of Directors proposes a dividend of SEK 7.30{(7.00) per share, totaling
SEK 8878206 367 if shares held by the company on December 31, 2020 are
excluded.

SEK

Retained earningsincluding reserve for fairvalue 135393333600

Profit for the year 11110645915
146503 979515

The Board of Directors proposes that these earnings be

appropriated as foffows:

To the shareholders, a dividend of SEK 7.30 per share 8878206367

To be retained inthe business 137625773148

Total 146503 979515

The proposed total dividend for2019 amounted to SEK 7.00 per share, where a
decision on adividend of SEK 3.50 was made atthe AGM on April 23, 2020 and a
decision on adividend of SEK 3.50 was made at the Extracrdinary General Meet-
ing on November 26, 2020 due to the extraordinary situaticn with the ongcing
Covid-19 pandemic and has in accerdance with these dedsicns been paid out by
Atlas Copco AB. Tetal dividend paid out amounted to SEK 8 506 100 274.

91
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FINANCIAL STATEMENTS, ATLAS COPCO GROUP

21. Borrowings
2020 2019
Repurchased Carrying Carrying

Maturity nominalamount amount Fairvalue amount Fair value
Non-current
Medium Term Note Program MEUR 500 2023 5013 5316 5207 5655
Medium Term Note Program MEUR 500 2026 5015 5223 5212 5352
Medium Term Note Program MEUR 300 2029 2989 3037 3105 3050
Bilateral borrowings NIBMEUR 200 2024 2008 2058 2088 2140
Bilateral borrowings EIB MEUR 300 2022 MEUR 100 2008 2021 2088 2103
Bilateral borrowings EIB MEUR 200 2027 2008 2091 - -
Otherbanklcans 210 210 15 15
Less current portion cf long-term berrowings —1 —1 -1 -1
Total non-currentbonds and loans 19250 19955 17704 18304
Lease liabilities 2400 2400 2670 2670
Otherfinancial liabilities 19 19 26 26
Total non-current borrowings 21669 22374 20400 21000
Current
Current portion of long-term borrowings 1 1 11 11
Short-term loans 2007 2007 237 2271
Lease liabilities 969 969 973 973
Total current borrowings 2977 2977 3255 3255
Closing balance,Dec. 31 24646 25351 23655 24255

The difference between carrying value and fair value relates te themeasure-
mentmethod as certain liabilities are reported atamertized cost and not at fair
value. Changesininterestrates and credit margins create the difference
between fairvalue and amortized cost. See additional information about the
Group’s exposure to interest rate risk and fereign currency risk in note 27.

In2019, Atlas Copco AB entered into a 7-year MEUR 300 loan agreement with
the European Investment Bank. MEUR 200 was utilized in 2020.

The Group’s credit facilities are specified inthe table below.

Credit facilities Nominalamount Maturity Utilized
Commercial papers " # MSEK 10016 - -
Credit-ine MEURG640 2025 -
Credit-ine MEUR 1000 2021 -
Equivalentin SEK MSEK 26484 -

" Interest is based on market conditions atthe time whenthe facilityis utilized.
Maturity is set when the facilityis utilized.

# The maximum amounts available under these programs total MEUR 400 and
MSEK 6 000 corresponding to a total of MSEK 10016 (10 175

The Group’s short-term and long-term borrowings are distributed among
the currencies detailed inthe table below.

2020 2019
Local currency Local currency

Currency (millions} MSEK % (millions} MSEK %
EUR 2159 21681 88 1950 20354 86
SEK 261 261 1 307 307 1
usop 95 778 3 104 968 4
Others - 1926 8 - 2026
Total 24646 100 23655 100

Atlas Copco 2020

Short term loansinclude supply chain financing contracts with remaining pay-
mentterms exceeding 180 days.

Atlas Copco hasa long-term debt rating of A+ (A+) from Standard & Poor’s
Corporation and A+ (A+) from Fitch Ratings. Otherthan standard undertakings
suchas negative pledge and pari passu, interest-bearing leans, borrowings
and committed creditlines are not subject to any financial covenants.

The fellowing table shows the maturity structure of the Group’sborrowings
andincludes the effect ofinterestrate swaps.

Carrying
Maturity Fixed Floating ? amount Fair value
2021 1969 1013 2982 2982
2022 945 2008 2953 2966
2023 5 566 - 5 566 5869
2024 372 2008 2380 2429
2025 237 - 237 237
2026 5153 - 5153 5361
2027 2132 - 2132 2215
2028 92 - 92 92
2029 and after 3151 - 3151 3200
Total 19617 5029 24646 25351

™ Floatinginterestin the table corresponds to borrowings withfixings shorter orequal
tosix months.
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FINANCIALSTATEMENTS, ATLAS COPCO GROUP

21 Borrowings, continued
2020 Cashchanges Naon cashchanges
Opening Changein Changein Closing
balance, Financing Business Lease Lease  Business fairvalue fairvalue Reclassi- balance,
fromfinancing activities Jan.1 cashflows acquisiions additions  deductions acquisitions throughP/L throughequity FXchange fication Dec.31
Non-current
Non-currentbondsand loans 17704 2352 - - - 59 6 -554 -215 -2 19250
Leaseliabilities 2670 - - 519 =71 128 21 - =197 -670 2400
Otherfinancial liabilities 26 2 -5 - - - - - -2 -2 19
Total non-current 20400 2254 -5 519 -71 187 27 -554 -414  -674 21669
Current
Current portion oflong-
term borrowings 11 —10 - - - - - - -1 1 1
Short-term loans 1970 -566 - - - 502 1 - -115 1 1793
Lease liabilities 973 -1227 " - 602 —66 42 59 - -84 670 969
Total current 2954 -1803 - 602 -66 544 60 - -200 672 2763
Total 23354 451 -5 1121 -137 731 87 -554 -614 -2 24432
" Includes paidintereston lease liabilities.
2019 Cashchanges Noncashchanges
Changein
Opening  accounting Changein Changein Closing
balance, principles, Financing Lease Lease Business fairvalue fairvalue Reclassi- balance,
Jan.1 IFRS 16 cashflows additions deductions acquisitions throughP/L throughequity FXchange fication Dec.31
Non-current
Non-currentbondsand loans 14392 - 3122 - - 48 22 165 5 -6 17704
Leaseliabilities 10 2437 - 898 76 29 34 - 66 —728 2670
Otherfinancial liabilities 13 - - - - 12 1 - 0 - 26
Totalnon-current 14415 2437 3122 898 -76 89 13 165 7 -734 20400
Current
Currentportion oflong-
term borrowings 5154 - -5250 - - - - 105 1 1 11
Short-term loans 802 - 1147 - - 1 0 - 15 5 1970
Lease liabilities 10 847 -1098" 496 -85 1 a1 - 23 728 973
Total current 5966 847 -5201 496 -85 12 4 105 39 734 2954
Total 20381 3284 -2079 13924 =161 101 54 270 110 - 23354
¥ Includes paidintereston lease liabilities.
Cash flowfrom financing activities also includesnet “Settlement of CSA” {Credit Support Annex) of —79 (367) whichis notincluded in the tables above.
In December 2020, the financial liability related to CSA amounted to MSEK 214 (301).
Atlas Copco 2020 93
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FINANCIAL STATEMENTS, ATLAS COPCO GROUP

22, Leases

Group as alessee
Atlas Copce'slease portfolio consists mainly of leased buildings such as offices and warehouses, vehicles and producticn equipment. There are several lease
contracts with extension opticns and variable lease payments.

Carrying amountsand movements of the right-of-use asset are presented inthe below table:

Right-of-use assets

Buildings Machinery and Rental

2020 andland equipment equipment Total
Cost

Opening balance, lan. 1 3176 1408 47 4631
Additions 677 446 - 1123
Business acquisitions 157 13 - 170
Deductions —208 -192 -3 —403
Reclassificaticns -25 -37 -4 -66
Translation differences -286 -128 -2 -416
Closing balance, Dec. 31 3491 1510 38 5039
Depreciation and impairment losses

Opening balance, lan. 1 610 442 22 1074
Depreciation and impairment forthe period 702 454 8 1164
Deductions 121 -143 -3 -267
Reclassifications -25 -25 -2 -52
Translation differences -86 -54 —1 —141
Closing balance,Dec. 31 1080 674 24 1778
Carrying amounts
Atlan.1 2566 966 25 3557
AtDec.31 2411 836 14 3261
Right-of-use assets

Buildings Machinery and Rental

2019 andland equipment equipment Total
Cost

COpeningbalance, Jan. 1" 9 68 15 92
Change in accounting principles, IFRS 16 2350 907 2 3259
Additions 782 594 11 1387
Business acquisitions 33 6 - 39
Deductions -66 -161 - -227
Reclassifications 11 -32 19 -2
Translation differences 57 26 - 83
Closing balance,Dec. 31 3176 1408 47 4631
Depreciation and impairmentlosses

Opening balance,Jan. 1™ 3 43 13 59
Depreciaticn forthe pericd 614 427 9 1050
Deductions -5 -9 - -14
Reclassificaticns 2 —16 - -14
Translation differences -4 -3 - -7
Closing balance, Dec. 31 610 442 22 1074
Carrying amounts
Atlan. 1" 6 25 2 33
AtDec.31 2566 9266 25 3557

" Finance leasesfor 2018 were presentedin note 13 Property, plant and equipment.

Fer carrying amounts and movements of |ease liabilities related to the right-of-use assets, see note 21.
The maturity analysis of lease liabilities is disclosed innote 27.

94 Atlas Copco 2020
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FINANCIALSTATEMENTS, ATLAS COPCO GROUP

The following amounts have beenrecognizedinprofitorloss:

Leasing in income statement 2020 2019
Depreciation expense onright-cf-use assets -1156 -1050
Interest expense onlease liabilities -80 75
Expenserelating toleases of low value assets —44 -43
Expenserelating toshort-term leases -105 -146
Expenserelating to variable lease payments -29 -49
Income from subleasing right-of-use assets 6 12
Gains orlosses fromsale and leaseback transacticns - 20
Total amount recognizedinprofit orloss -1408 -1331

Group as alessor

For cash outflows related toleases, the principal paymentamountsto 1155
{1034) and the interest portion of lease payments to 72 {64). The principal pay-
mentisrecognized as cashflow from financing activitiesand theinterest por-
tion cf thelease payment as cash flow from operating activities, net financial
items paid. For furtherinformation, see consolidated statements of cash flow
and note 21.

Lease contractsthat include extension options are mainly related to prem-
ises, machinery and equipment. Management uses significantjudgementin
determiningwhether these extension options are reasonably certainto be exer-
cised. Extension options reasonably certainto be exercised are includedin the
lease term. Future cash outflow relating to extension options expected not to
be exerdised amountsto 157 (167). Forleases that have notyet commenced, the
future cash outflow amountsto 13 (31).

Asalessor, the Group has finance and cperatinglease contracts, see note 1 for furtherinformation.

Finance lease - lessor

Atlas Copco has equipmentwhich is leased to customersunder finance leases. Future payments to be received fall due asfcllows:

2020 2019
Present value of Presentvalue of

Graoss investment minimum lease payments Gross investment minimum lease payments
Less than cne year 21 20 34 32
Between one and five years 77 69 83 77
More thanfiveyears 8 7 1 11
Total 106 96 128 120
Unearned financeincome - 4 - 2
Unguaranteed residual value - 6 - 6
Total 106 106 128 128
Operating leases —lessor
Atlas Copco has equipmentwhich is leased to customersunder operating
leases. Future payments for non-cancellable operating leasing contractsfall due
as follows:

2020 2019
Less than cne year 103 78
Between one and five years 148 118
More thanfiveyears 18 23
Total 269 219
Contingent rentrecognized asincome amounted to 5(3).
Atlas Copco 2020
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23. Employee benefits

Post-employment benefits

Atlas Copeo provides post-employment defined benefit pensions and other
long-term employee benefitsin most of its major locations. The most significant
countriesinterms of size of plans are Belgium, Germany, Sweden, the United
Kingdom and the United States. Some plans are funded in advance with certain
assetsor fundsheld separately from the Group for future benefit payment obli-
gations. Other plans are unfunded and the benefitsfrom those plans are paid by
the Group as theyfall due.

Theplansin Belgium cover early retirement, jubilee, and terminationindem-
nity and are all unfunded.

Theplansin Germany cover pensions, early retirements and jubilee. The plans
are funded.

There arethree defined benefitpension plansin Sweden. The ITPplanisa
final salary pension plan covering the majority of white-ccllaremployeesin
Sweden. Atlas Copco finances the benefits through a pension foundation. The
secondplan relates to a group of employees earningmore than ten income base
amounts thathasopted out from the ITP plan. This planisinsured. The third
defined benefitpension plan relates to former senioremployeesnowretired.

In Sweden, in additionto benefits relating toretirement pensions, Atlas Copco
has obligations forfamily pensions for many of the Swedish employees, which
are funded through a third-party insurer, Alecta. Thisplan is accounted for as
a defined contribution plan as sufficientinformation for calculating the net
pension obligation is not available.

In the United Kingdom, thereis a final salary pension plan. This planis
funded. In 2010, the planwas converted to adefined contribution plan for
future services.

In the United States, Atlas Copco provides a pension plan, a post-retirement
medical plan, and anumber of supplemental retirement pensionbenefits for
executives. The pension planis funded while the cther plans are unfunded.

The Group identifies a number ofrisksin investments of pension plan assets.
The main risks are interest rate risk, market risk, counterpartyrisk, liquidity
and inflation risk, and currencyrisk. The Group is working on aregular basis to
handle therisks and has along-term investment horizon. The investment port-
folio should be diversified, whichmeans that multiple asset classes, markets and
issuers should be utilized. An asset and liability management assessment should
be conducted periodically. The study should include anumber of elements. The
mostimportant elements are the duraticn of the assets and the timing of liabili-
ties, the expected return of the assets, the expected development of liabilities,
the forecasted cash flows and the impact of a shiftininterestrates on the
obligation.

Thenetobligaticnsforpost-employment benefits and otherlong-term
employee benefits havebeen recorded in thebalance sheet asfollows:

2020 2019
Financial assets {(note 15) -496 -478
Post-employment benefits 3488 3488
Other provisions {note 25) 91 91
Closing balance, net 3083 3101

The tables below show the Group’s obligations for post-employment benefits and ctherlong-term employee benefits, the assumpticns used to determine these
obligations and the assetsrelating to these obligationsforemployee benefits, as well as the amounts recognized inthe income statement and the balance sheet.
The netamount reccgnizedinthe balance sheet amounted to 3 083 (3 101). Theweighted average duration of the obligaticnis 15.5{15.5) years.

Post-employment benefits

Funded Unfunded Other Other
2020 pension plans pension plans fundedplans  unfundedplans Total
Present value of definedbenefit obligaticns 9728 1416 72 160 11376
Fairvalue of plan assets —-8248 - 73 - -8321
Present value of net obligations 1480 1416 -1 160 3055
Otherlong-term service obligations - - 28 - 28
Net amountrecognized in the balance sheet 1480 1416 27 160 3083
Post-employment benefits

Funded Unfunded Other Other
2019 pensionplans pension plans fundedplans  unfundedplans Total
Present value of definedbenefit obligaticns 10151 1268 77 169 11 665
Fairvalue of plan assets -8511 - 75 - —8586
Present value of net obligations 1640 1268 2 169 3079
Otherlong-term service obligations - - 22 - 22
Net amountrecognized in the balance sheet 1640 1268 24 169 3101
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Plan assets consist 2020
of the following:
Quoted uUnquoted 10000 MSEK
marketprice market price Total 2019
. The defined benefit
Debtinstruments 1079 281 1360 1968 obligations foremployee 5000
Equityinstruments 579 151 730 673 benefits consist of plans
in the following
Property 520 596 1116 951 geographic areas: 6000
Assetsheld byinsurance
companies 154 1718 1872 1963 W Europe
Cash 458 166 624 484 North America 4000
Investrnent funds 590 768 1358 1553 Rest of the world 2000
Derivatives 5 2 7 7
Others =1 1255 1254 987 o
Closing balance, Dec. 31 3384 4937 8321 8536 2020 2018
Movementsin plan assets 2020 2019 p g dinthei 2020 2012
Fairvalue of plan assets atJan. 1 8586 8731 Current service cost 359 336
Interestincome 41 217 Past service cost 145 —52
Remeasurement—returnon plan assets 411 430 Netinterest cost 38 52
Settlements - -943 Employee contribution/ participant contribution —14 -16
Employer contributions 143 128 Remeasurement of otherlong-term benefits 10 14
Planmembers contributions 14 16 Administrative expenses n 8
Administrative expenses -1 -9 Total 549 342
Benefit paid by theplan =270 -372
L The total benefitexpense for defined benefit plans amounted to 549 {342),
Redlassifications —138 22 whereof 511 (290} have been charged to operating expenses and 38 (52) to
Translation differences -555 366 financial expenses. Expensesrelatedto defined contribution plans amounted
Fair value of plan assets, Dec. 31 8321 8586 10888 (879).
The planassets are allocatedamongthe
followi hi 2 2020 2019
owinggeographicareas Principal actuarial assumptions at the balance sheet
Europe 7249 7285 date (exp as weighted averages in %) 2020 2019
North America 647 708 Discount rate
Restoftheworld 425 593 Europe 1.09 132
Total 8321 8586 North America 210 2.98
Future salary increases
Asset caili 2020 2019
setcelling Europe 1.53 1.57
Asset ceiling atlan. 1 - 42
9 | North America 01 0.41
Remeasurements —asset ceilin - -44 "
| 0 9 Medical costtrend rate
Translation differences - 2
North America 6.22 7.01
Asset ceiling, Dec. 31 - -
The Group hasidentified discount rate, future salaryincreases, and mertality as
Movements in present value of the the primary actuarial assumpticnsfordetermining defined benefit cbligations.
obligations fordefined benefits 2020 2019 Changesin those actuarial assumptions affect the present value of the net obli-
Cefined benefit obligationsat Jan. 1 11665 11 053 gation. The discount rate is determined by reference to marketyields at the bal-
Current service cost 359 236 ancesheetdateusir.lg,ifavailable,high ql.JaIitYcorporatebo.nds(AAAcrAA)
) matching the duration of the pension ebligations. In countrieswhere corporate
Past service cost 145 —52 bonds are not available, government bonds are used to determine the discount
Interest expense {+) 179 269 rate. In Sweden in line with prioryears, mortgage bonds are used for determin-
Actuarial gains {-)/ losses (+} arisingfrom ing the discountrate.
experience adjustments _135 32 Atlas Copce’s mertality assumptions are set by country, based en themost
. ) . : ) recent mortality studlies that are available. Where possible, generational mor-
Actuarial gains (-)/ losses (+) arising from financial . . ) 5 )
X tality assumptionsare used, meaning that they include expected improvements
assumpticns 505 1232 - N
- - — inlife expectancy over time.
Actuarial gains =V |°55_55 (+}arisingfrom Thetable below shows the sensitivity analysis for discountrate and increase
demographic assumpticns —42 -150 inlife expectancy and describes the potential effect on the present value of the
Business acquisitions 55 21 defined pensionobligation.
Settlements - -943
Benefits paid from plan or company assets —498 -600 North
ivity analysi: Europe America
Reclassifications —137 56 o
Change in discount rate +0.5% -756 -36
Translation differences -720 411 —
- - — Change in discount rate—0.5% 852 40
Defined benefitobligations, Dec. 31 11376 11665 .
Increase in life expectancy, +1 year 332 20

Remeasurements recognized in other comprehensive income amounted to
—-93 (628)and 10 {14} in profit and loss. The Group expectstopay 373 (352)in
contributicns to defined benefitplansin 2021.

Atlas Copco 2020
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Share value based incentive programs

In 2016-2019, the Annual General Meeting decided on performance-based
persennel stock option programs based on a proposal from the Boardon an
optionprogram for the respective years. In 2020, the Annual General Meeting
decidedona performance-basedpersonnel stock option program for 2020
similarto the 2016—2019 programs.

Option programs 2016-2020

Atthe Annual General Meeting 2016-2020respectively, itwas decided to
implement performance-based personnel stock cption programs. The deci-
sionto grant options was made in April each year and the options were issued
in March the followingyear {issue date). The number of opticnsissued for each
programyear depended on the value creationin the Group, measured as Eco-
nomic value Added (EvA, defined as the sum of adjusted operating profitand
interestincome less tax expenses and cost of capital), for the respective pro-
gram year. For the 2020 option pregram, the number of options varies onalin-
ear basis within a preset EVAinterval. The size of the plan and thelimits of the
interval have been established bythe Board and have been approved by the
Annual General Meeting and are compatible with thelong-term business plan
of the Group.

Inconnection totheissue, the exercise price was calculated as 110% of the
average trading price for series A shares during a ten-day period following the
date of the publishing of the fourth quarterreport. The cptions were issued
without compensation paid by the employee and the options remain the prop-
erty of the employee only to the extent that they are exercisable at the time
employmentis terminated. The 20162020 programs have aterm of seven
years. The options in the 20162020 programs are not transferable and become
exercisable at 100% three years after grant.

The 2016-2020 programsinclude arequirement for Group Managementand
divisionpresidents (32 in total) to purchase Atlas Copco A shares for 10% of
their gross basesalaryinorder tobe granted options. A lower amount of invest-
mentwill reduce the number of options properticnately. Further, Group Man-
agement and division presidents whe have invested in Atlas Copce Ashareswill
have the option to purchase cne matching share per each share purchased ata
price equal to 75% of the average trading price for series Ashares during a ten-
day period following the date of the publishing of the fourth quarterreport.
This right applies from three years after grant until the expiration of the stock
optionprogram.

TheBoard had theright to decide to implement an alternative incentive
solution (SARs) for key persens insuch countries where the grant of persennel
optionswas notfeasible.

Inthe 2016-2017 programs, the options may, on request by an optioneein
Sweden, be settled by the Company paying cash equal to the excess of the clos-
ing price of the shares over the exercise price on the exercise day, lessany admin-
istrative fees. Due to this choice of settlement by the Swedishemployees, these
options are classified foraccounting purposes as cash-settled inaccordance
with IFRS 2.

Timeline 2020 long term incentive program

The Black-Scholes modelis used to calculate the fair value of the opticns/SARs in
theprograms atissue date. Forthe programsin 2019 and 2020, the fair value of
the options/SARs was based onthefollowing assumptions:

2020 Program 2019Program
Keyassumptions {Dec. 31,2020) {at issue date)
Expected exercise price SEK463/3167 SEK 393/268M%
Expected velatility 30% 30%
Expected options life (years) 46 4.4
Expected share price SEK421 SEK 343
Expected dividend (growth) SEK 7.0{6%) SEK7.0{6%)
Risk free interestrate 1.00% 1.00%
Expected averagegrant value SEK 75.70/126.50 SEK 56.50/98.20
Maximum number of options 2653352 4081165
—ofwhich forfeited -2653 352 -84826
Number of matching shares 30038 27 622

" Matching shares for Group Management and division presidents.
2 Actual.

The expected volatility hasbeen determined by analyzing the historic develop-
ment of the Atlas Copco A share price aswell as other shares on the stock market.
‘When determining the expected optionlife, assumptions have beenmade
regardingthe expected exercising behavicr of differentcategories of optionees.

Forthe stock optionsinthe 20162020 programs, the fair value is recognized as
anexpense over the following vesting periods:

Program Vesting period Exercise period

Stock options From To From To
2016 May 2016 April 2019 May 2019 April 2023
2017 May 2017 April 2020 May 2020 April 2024
2018 May 2018 April 2021 May 2021 April 2025
2019 May 2019 April 2022 May 2022 April 2026
2020" N/a N/a N/a N/a

™ No optionsissued asthe EVA targetfor the Group was not met.

Forthe 2020 program, anew valuation of the fairvalue has beenmade and will
be made ateachreporting dateuntil the issue date.

GroupManagements Issueof
Annual Information and division presidents’ Exercise matching
General Meeting ofgrant owninvestments price set shares Planexpires
Vesting pericd Matching shares exercisable
I I ! T | I 1
April 2020 May 2020 June 2020 February 2021 March 2021 May 1,2023 April 30, 2027

Atlas Copco 2020
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For SARsandthe optionsclassified as cash-settled, the fairvalue isrecognized as are accounted forin accordance with the statement from the Swedish Financial

an expense over the same vesting period; the fairvalue is, however, remeasured Reporting Board (UFR 7) and are classified as personnel expenses.

ateach reperting date and changes inthe fair value afterthe end of the vesting Inthe balance sheet, the provision forshare appreciation rights and stock

pericd continue to berecocgnized as a personnel expense. options classified as cash-settled as of December 31 amounted to 259(264).
Inaccordance with IFRS 2, the expense in 2020 for all share-based incentive Atlas Copce shares are held by the Parent Company in orderte cover commit-

programs, exdudingsocial costs, amcunted to 239 (525) of which 158 (135) ments under the programs 2016-2020, see alsonote 20.

referto equity-settled options. Therelated costs for sodal security contributions

Summary of share value based incentive programs

Initial number Initial number Expiration Exercise Typeof Fairvalue Intrinsic value
Pragram ofemployees of options date price, SEK share atissuedate forvested SARs
Stock options
2014 263 5100614 Apr. 30,2019 199.66 A 52.90 -
2015 254 3430049 Apr. 30,2020 14414 A 33.90 -
2016 256 7279231 Apr.30,2023 23048 A 66.70 -
2017 262 3046532 Apr. 30,2024 286.81 A 64.20 -
2018 269 2401107 Apr. 30,2025 264.00 A 58.70 -
2019 267 3343789 Apr. 30,2026 393.00 A 56.50 -
Matching shares
2014 28 53 259 Apr. 30,2019 136.46 A 96.30 -
2015 29 52 357 Apr. 30,2020 98.54 A 63.20 -
2016 27 41048 Apr.30,2023 157.38 A 106.20 -
2017 34 36743 Apr. 30,2024 195.62 A 108.40 -
2018 29 41616 Apr. 30,2025 180.00 A 92.80 -
2019 30 27622 Apr. 30,2026 268.00 A 98.20 -
Share appreciation rights
2014 59 1014107 Apr. 30,2019 199.66 A - -
2015 64 748096 Apr. 30,2020 14414 A - 276.96
2016 64 1586550 Apr.30,2023 23018 A - 190.92
2017 61 606994 Apr. 30,2024 286.81 A - 134.29
2018 57 434055 Apr. 30,2025 264.00 A - -
2012 62 652550 Apr. 30,2026 393.00 A - -
Number of options/rights 2020
Time to Averagestock
Qutstanding Expired/ Qutstanding —afwhich expiration, price for exercised
Pragram Jan.1 Exercised farfeited Dec.31 exercisable inmaonths options, SEK
Stock options
2015 234518 234518 - - - - 339
2016% 1747686 672923 - 1074763 1074763 4 390
2017 2288581 916787 39116 1332678 1332678 16 390
2018 2393492 - 83802 2309690 - 28 -
2019 3343789 - 31575 3312214 - 40 -
Matching shares
2015 8218 8218 - - - - 337
2016 15091 4092 - 10999 10999 4 430
2017 28228 4404 1085 22739 22739 16 405
2018 41616 - 1514 40102 - 28 -
2019 27622 - - 27622 - 40 -
Share appreciation rights
2015 32832 32832 - - - - 345
2016 433472 85859 - 347 613 347613 4 403
2017 421013 144074 - 276939 276 939 16 394
2018 434055 - 15230 418825 - 28 -
2019 652550 - - 652 550 - 40 -

* Allnumbers have been adjusted forthe effect ofthe distribution of Epiroc and the redemptions in 2015 and 2018 in line with the method used by Nasdaq Stockholmto adjust

exchange-traded option contracts.
# Ofwhich 175 218 have been accounted forascash settled.
# Ofwhich 258 184 have been accountedforas cash settled.

Atlas Copco 2020
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23. Employee benefits, continued

Numberofoptions/rights 20137

Timeta Averagestock

Qutstanding Expired/ Qutstanding —ofwhich expiration, price for exercised
Pragram Jan. 1 Issued Exercised forfeited Dec.31 exercisable inmonths aptions, SEK
Stock options
2014 1191496 - 1191496 - - - - 250
2015 14232420 - 1188902 - 234518 234518 4 294
2016 5354532 - 3534984 71862 1747 686 1747 686 16 320
2017 2327745 - - 39164 2288 581 - 28 -
2018 2401 107 - - 1615 2393492 - 40 -
2019 - 3343789 - - 3343789 - 52 -
Matching shares
2014 15232 - 15232 - - - - 250
2015 24410 - 16 192 - 8218 8218 4 297
2016 36217 - 21126 - 15091 15091 16 321
2017 28228 - - - 28228 - 28 -
2018 41616 - - - 41616 - 40 -
2019 - 27622 - - 27622 - 52 -
Share appreciationrights
2014 187 302 - 187302 - - - - 247
2015 360047 - 327 215 - 32832 32832 4 272
2016 1176 539 - 719113 23954 433472 433472 16 321
2017 430804 - - 979 421013 - 28 -
2018 434055 - - - 434055 - 40 -
2019 - 652 550 - - 652 550 - 52 -

* Allnumbers have been adjusted for the effect of the distribution of Epiroc and the redemptions in 2015 and 2018 in line with the method used by Nasdaq Stockholmto adjust

exchange-traded option contracts.

24. Otherliabilities

Fairvalue of other liabilities corresponds to carrying value.

Othercurrent liabilities 2020 2012
Derivatives
—atfairvalue through profitandloss 69 17
—atfairvalue through OCl - 2
Otherfinancial liabilities
—otherliabilities 2099 1976
—accrued expenses 6617 6865
Prepaid income other 28 34
Contract liabilities
—advances from customers 3027 2781
—deferred revenues construction contracts 516 714
—deferred revenues service contracts 1631 1844
Closing balance, Dec. 31 13987 14233

Accrued expensesincludeitems such as social costs, vacation pay liability,

accruedinterest, and accrued operational expenses.

See note 27 forinformation onthe Group's derivatives.

Atlas Copco 2020

The amountsincluded in contract liabilities at the beginning of the year have
been recognized asrevenue during the year except for 376 (530). Themain
reason forrevenues notrecognized during the yearis that they are related to
performance obligations thatwill be performedin future periods.
Asoftheend cf2020, transaction price allocated toremaining performance
obligationswas 12 772 (13 604) and the majority willbe recognized asrevenue
over the next 3years. The transaction price dees notinclude consideration that

is constrained.
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26. Assets pledged and contingent liabilities

Product
2020 warranty  Restructuring Other Total
Opening balance, Jan. 1 1193 225 1344 2782
Duringthe year
—provisions made 1216 290 638 2144
—provisions used —945 79 -269 -1293
—provisions reversed -1698 -7 -17¢ —355
Business acquisitions 23 - 16 39
Translation differences -101 -18 -50 -169
Closing balance, Dec. 31 1217 411 1500 3128
Non-current 193 28 974 1195
Current 1024 383 526 1933
Total 1217 411 1500 3128
Product
2019 warranty  Restructuring Other Total
Opening balance, Jan. 1 1086 273 1153 2512
Duringthe year
—provisions made 1116 203 969 2288
—provisions used —964 —245 —478 -1687
—provisions reversed —132 -12 -310 -454
Business acquisitions 61 - - 61
Reclassification 1 - -1 -
Translation differences 25 6 n 42
Closing balance, Dec. 31 1123 225 1344 2762
Non-current 201 29 918 1149
Current 992 196 425 1613
Total 11923 225 1344 2762
Maturity Product
2020 warranty  Restructuring Other Total
Lessthan cne year 1024 383 526 1933
Between one and five years 183 8 610 801
More thanfiveyears 10 20 364 394
Total 1217 111 1500 3128

Other provisions consist primarily of amountsrelated to share-based payments
including socialfees, otherlong-term employee benefits {see note 23}, and
assetrestoration obligations.

Assets pledged for debts to credit

institutions and other commitments 2020 2012
Inventory and property, plantand equipment 61 80
Endowment insurances 183 190
Total 244 270

Contingent liabilities 2020 2019
Notes discounted 8 5
Sureties and other contingent liabilities 244 229
Total 252 234

Sureties and other contingent liabilities relate primarily to pension commit-
ments and commitments related te customer claims and various legal matters.

Atlas Copco 2020
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Financial exposure and principles for control of financial risks

FINANCIAL RISKS

The Group is exposed to various financial risks inits operations. These financial
risksinclude: Funding and liquidityrisk, Interest rate risk, Currency risk, Credit
risk and Other market and pricerisks

The Board of Directors establishesthe overall financial policies and monitors
compliance with the pclicies. The Group’s Financial Risk Management Commit-
tee (FRMC)manages the Group's financial risk s within the mandate given by the
Board of Directors. The members of the FRMC are the CEQ, CFO and Group
Treasurer. The FRMC meetson a quarterly basis or more often if circumstances
require.

Financial Solutions has the operational responsibility forfinancial risk man-
agement inthe Group. Financial Scluticns manages and controls financial risk
exposures, ensures that appropriate financing is in place through loans and
committed creditfacilities, and manages the Group's liquidity.

BOARD OF DIRECTORS
ATLAS COPCO AB

Financial Risk Management
Committee (FRMC)

Execution
and
monitoring

Finandial Solutions

Financial solutions

1
Financial Solutions |
North America and 1

[ 1
Financial Solutions - |
1+ Europe, Middle East |
Lo 1

Asia and Pacific

and Africa South America

Capital management
Atlas Copce definescapital as berrowings and equity, which at December 31
totaled MSEK 78 180(76 945). The Group’s policy is to have a capital structure to
maintain investor, creditor and market confidence and to support future devel-
opment of the business. The Board’s ambitionis that the annual dividend shall
correspond to about 50% of earnings per share. Inrecent years, the Board has
sometimes also preposed, and the Annual General Meeting has approved, dis-
tributions of “excess” equityto the sharehclders through share redemptions
and share repurchases.

There are no external capital requirements imposed onthe Group.

EARNINGSAND 55 S
DISTRIBUTION
PERSHARE 2

Dividend andredemption
pershare, SEK

15.00

M Extraordinary items, SEK
9.00
Earnings pershare, SEK 10 -
W Ordinarydividend 5

1

1

1

1

1

1

1

1

1200 1

1

1

1

1

pershare, SEK 1
1
1

Distribution of EpirocAB

0
2010 2011 2012 2013 2014 2015 2016 2017 /2018 2019 2020%
on June 18,2018 I

* Proposed bytheBoard of Directors
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Funding and liquidity risk

Fundingrisk is the risk that the Group does not have access to adequate financ-
ingon acceptable terms at any given pointin time. Liquidity risk is the risk that
the Group doesnothave access toits funds, when needed, due to poormarket
liquidity.

Policy

The Group's policy refers to Atlas Copco AB, Atlas Copco Airpower n.y. and

Atlas Copco Finance DAC as external borrowings mainly have beenheld in these

entities.

* The Group should maintain minimum MSEK 8 000 committed credit facilities
10 meet cperational, strategicand rating cbjectives.

» The average tenor, time to maturity, of the Group’s external debt, shall be at
least 3 years.

* Nomerethan MSEK 8 000 of the Group’s external debtmay mature within
thenext 12 months.

» Adequate funding at subsidiary level shall at all times be in place.

Statusatyearend
AsperDecember 31,there were no deviations from the Group's policy.

Funding and liquidity risk 2020 2012
Committed credit facilities 16467 15030
Cash and cash equivalents 11655 15005
Average tenor, years 4.8 5.6

Short-term external debt maturities - -

The overall liquidity of the Group is strong considering the maturity profile of
the external borrowings, the balance of cash and cash equivalent as of year end,
and available back-up credit fadilities from banks. Pleaserefer to note 21 for
information onutilized borrowings, maturity, and back-up facilities.

Thefcllowing cash flow table shows the maturity structure of the Group's
financial liabilities. The figures shown are contractual undiscounted cash flows
based on contracted date, whenthe Group is liable to pay, including bothinter-
estand nominal amounts. The short-term assets are well matched with the
short-term liabilities in terms of maturity. Furthermore, the Group has back-up
facilities with maturity 2021 and 2025 to secureliquidity.

Financial instruments Uptolyear 1-3years 4-5years Owver5years
Liabilities

Bondsand loans - 7446 2097 10074
Lease liabilities - 1386 632 507
Otherfinancial liabilities 5 2 2 15
Otherliabilities 52 31 30 48
Non-current financial

liabilities 57 8865 2761 10644
Bondsand loans 2200 - - -
Lease liabilities 1020 - - -
Current portion of interest-

bearing liabilities 1 - - -
Derivatives 69 - - -
Otheraccrued expenses 6617 - - -
Trade payables 11202 - - -
Ctherliabilities 2099 - - -
Current financial liabilities 23208 - - -
Financial liabilities 23265 8865 2761 10644
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Financial exposure and principles for control of financial risks, continued

Interest rate risk
Interest rateriskisthe risk that the Group is negatively affected by changes
intheinterestrate levels.

Palicy

The Group’s policy states that the average interest duration {i.e. pericd for
which interestrates are fixed) should be a minimum of 6 menthsand without a
maximum limit.

Status atyear end

The Group’s berrowings have a mix of fixed and floating rates. No interest rate
swaps are used to convertinterest. For moreinformation about the Group’s
borrowings, seenote 21.

Interest risk. 2020 2019
Effective interest rate onbends andloans 0.9% 1.0%
Effective interest rate on leaseliabilities 2.4% 2.1%
Duraticn {months) 51 56

21% (24) of the Group’s bonds and loans have floating interest rates. A shift of
one percentage pointupward of all floating rates would impact the Group's
interest net with MSEK —40{-42). Same shift downwards wouldimpactthe
Group'sinterest net with MSEK 0 {0), based on the assumption that the interest
rate on the Group’sbondsand locans cannot be negative.

The bock value of the Group’sbonds and loansarenot exposed to market
interestrate risk at year end as all bondsand loansarereported at amortized
cost, compared toif borrowings werereported at fairvalue where cash flows
are discounted using market interest rate.

Currency risk

The Group ispresentin various gecgraphical markets and undertakestransac-
tions denominated inforeign currenciesand is consequently exposed to
exchangerate fluctuations. The exposure occurs in relaticnto payments in for-
eign currency {transaction exposure) and when translating foreign subsidiaries’
balance sheets and income statementsinto SEK {translation exposure).

Transaction exposure risk

Transaction exposure risk is therisk that profitabilityis negatively affected by
changesin exchange rates, affecting cash flowsinforeign currenciesin the
operations. Due to the Group’sglobal presence, there are inflows and outflows
indifferentcurrencies. As ancrmal part of business, net surpluses or deficits in
specific currencies emerge. Thevalues of these netpositions fluctuate subject to
changesin currencyrates and, thus, render transaction exposure for the Group.

Policy

The Group’s policy states that exposure shall be reduced by matchingin and
outflows of the same currencies. Business area and divisional management are
responsible for maintainingreadiness to adjust their operaticns {price and cost)
to compensate for adverse currency movements. Based on the assumption that
hedging does not have any significant effect on the Group’s long-term result,
the policy recommends to leave transaction exposures unhedged on anongo-
ing basis. Ingeneral, business areas and divisions shall not hedge currencyrisks.
The Financial Risk Management Committee can decide to hedge part of the
transaction expesure. Transactions shall then qualify forhedge accounting in
accordance with IFRS and hedgingbeyond 18 monthsis not allowed. Financial
transaction exposure is substantially hedged.

Status at year end

The Group has continued to manage transaction exposures primarily by match-
ing in- and cutflowsin the same currendies. Graph 1 showsthe net ofin-and
outflows per currency for currencies which have the largest surplus or deficit.
The operaticnal transaction exposure is defined asthe netoperational cash
flow exposure and amounts to MSEK -3 207 (-4 711). The estimated amounts
are based ocnthe Group’s operational external payments from customers and to
suppliers.

The transaction exposure sensitivity analysis is based onthe operational
transaction exposure. [tshows how the cash flow and profit before taxwould
theoreticallybeimpacted by afive percentage point change in SEK, USD or EUR,
against all other currencies. The analysisis based on the assumpticnthat no
hedgingtransaction has been undertaken and is done befcre anyimpact of
offsetting price adjustments or similar measures.

As an example, thenettransaction exposure of in-and outflow paymentsin EUR
is adeficit as shownin graph 1. Astrengthening inthe EUR currency rate against
all other currencies with +5% would have anegative impact on the cash flow
and profitbefore tax of MSEK—602, and a weakening would have a positive
impact of MSEK 602.

2020
=160
695

2019
—236
675

Transaction exposure sensitivity
SEK exchangerate+ 5%

UsD exchangerate+5%

EURexchangerate+ 5% -602 —438

GRAPH 1 Estimated operational transaction exposure in the Group's
most important currencies *
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* Without adjustments foronetime effects.

2020
Nominal amount, netin
transaction currency

2019
Nominal amount, netin
transaction currency

Outstanding derivative
instruments related to
transaction exposure

Foreign exchange forwards

EUR - 0
GBP 187 137
usop —242 =175

The Financial Risk Management Committee has decided to hedge part of the
transaction exposure with foreign exchange forward contracts. All contracts
mature within 12months. The fair value of all outstanding contractsis

MSEK 89 (46} ferassets and MSEK 0 (2) for liabilities. Qut of the netneminal
amountsinthetable, thelargest crossis GBP/USD with neminal amounts of
MGBP 187/ MUSD 242 (MGBP 137/MUSD -175).
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27. Financial exposure and principles for control of financial risks, continued

Translation exposure risk

Translation exposureriskisthe risk that the value of the Group’s netinvestments
infereign currencies is negatively affected by changesin exchangerates. The
Group’s global presence creates currency effects when subsidiaries’ financial
staternents with functional currencies other than SEK are translated to SEK in
the Group’s consolidated financial statements. Translation of subsidiaries’ profit
affects the Group'sprofitand balance sheet translation affect other compre-
hensiveincome. The translation exposure is measured as the net of assets and
liabilitiesin aspecificcurrency.

Policy

The Group’s policy statesthat translation exposure should be reduced by
matching assets and liabilitiesinthe same currencies. The Financial Risk Man-
agement Committee can decide to hedge part or all remaining translaticn
exposure. Any hedge of translation exposure shall qualify for hedge accounting
inaccordance with IFRS.

Status atyear end

Graph 2 shows the Group's sensitivity to currency translation effects when
earnings cf foreign subsidiaries are translated to SEK. Afive percentage points
upward change in SEK wouldimpact the Groups’ profit before tax with

MSEK —905 (-1 030).

GRAPH 2 Change in exchange rate SEK, %

5

Translation effecton

- 4
profitbeforetax

3
2

The Group has hedged part of the translation exposure using lcans and foreign
exchange forward contracts. The hedges havereduced the exposure on net
investmentsin EURInthe consolidated financial statements and the exchange
rate risk related to net assetsinsubsidiaries. The hedges are designated asnet
investment hedgesin the consolidated financial statements.

Thefinancial instruments shown inthetable below are usedto hedge
EUR-denominated net assets.

Outstanding 2020 2019
financialinstr

related to translation Nominal Nominal
exposure Effectin OC| amaount EffectinOCI amount
Derivatives MSEK 95 MEUR 300 MSEK 31 MEUR 300
LoansinEUR™ MSEK-1047 MEUR1400 MSEK-1682 MEUR1 400

* Inthe balance sheet, loans designated as netinvestment hedges arereported at
amortized costand not atfair value.

Most of the Group's bonds and loans are designated as netinvestments hedges,
and movementsin currencyrates are accounted forin other comprehensive
income. Afive percentage points upward change in EUR against SEK would
affect other comprehensiveincome with MSEK 676 (614) (see alsonote 1,
significant accounting principles, Financial assets and liabilities —financial
instruments).

Atlas Copco 2020

Creditrisk
Creditrisk canbe dividedinto cperational and financial areditrisk. Theserisks
aredescribed furtherin the following secticns.

Operational creditrisk
Operational creditrisk is the risk that the Group’s customers donot meet their
payment obligations.

Palicy

The Group’s operational credit risk policy is that business areas, divisions and
individual business units are responsible for the commercial risks arising from
their operations. The operational credit risk ismeasured as the net aggregate
value of receivableson a customer.

Statusatyearend
The table below shows the total creditrisk exposure related to assets classified
as financial instruments as per December 31.

Creditrisk 2020 2019

Receivablesatamortized cost

—trade receivables 18 903 20705
—leasereceivables 102 126
—otherfinancial receivables 92 57
—otherreceivables 1891 2107
—centract assets 2826 2393
—cash and cash equivalents 11655 15005
Financial assets at fair value through OCI 15 13
Financial assets at fair value through profit or loss 26 20
Cerivatives 396 355
Total 35806 40781

since the Group’s sales are dispersed amongmany customers, of whom no
single customer represents asignificant share of the Group’s commercial risk,
the monitoring of commercial creditrisksis primarily done at the business area,
divisional orbusinessunitlevel. Each business unitis required to have
anapproved commercial risk policy.

Provision for credit risks

The business units establish provisions for their expected creditlossesinrespect
oftrade and otherreceivables. The IFRS 9 expected creditloss {ECL) modelis for-
wardlooking and aloss allowance is recognized when thereis an exposure to
creditrisk. For assetssuch astradereceivables, |ease receivables, contract assets
and certain other financial receivables, the simplified medelis applied. The main
components of this provision are specificloss provisions corresponding toindi-
vidually significant exposures as well as historical loss rates in combination with
forward looking considerations. Lease receivables, certain ctherfinancial
receivables and cash and cash equivalents areimpaired by a rating method,
where ECLismeasured by the product of the probability of default, loss given
default, and exposure at default. Atyear end 2020, the provisiocn for bad debt
amounted to 4.0% (3.3) of grosstotal customer receivables.
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Financial exposure and principles for control of financial risks, continued

The following table presents the gross value of tradereceivables, both current
and non-current, by maturity, tegether with the related impairment provisions.

2020 2012
Trade receivables Gross  Impairment Gross  Impairment
Mot past due 15245 38 15494 48
Past due but not
individually impaired
0-30days 1713 - 2593 -
31-60 days 673 - 954 -
61-90 days 378 - 491 -
More than 90 days 1428 - 1649 -
Past dueand
individually impaired
0-30days 34 1 56 1
31-60 days 23 2 19 1
61-90 days 10 5 13 2
More than 20 days 179 155 147 126
Collective impairment - 579 - 533
Total 19683 780 21416 M1

Thetotal estimated fair value of collateral fortrade receivables amounted to
96{44). The collateralmainly consisted of repossession rights and export credit
insurance. Based on historical default statistics and the diversified customer
base, the creditrisk is assessed to be limited.

The gross amount of lease receivables amountedto 102 {126), of which 0 {0)
have beenimpaired, and the gross amount of other financial receivables
amountedto 99{65), of which 7 {8Yhave beenimpaired.

There arenosignificant amounts past due that have notbeenimpaired. The
total estimated fairvalue of collateral for lease receivables and cther finance
receivables was 0 (0) and 0 (0) respectively.

Financial creditrisk

Creditrisk on financial transactionsis the risk that the Group incurs losses as a
result of non-payment by counterparts related to the Group‘sinvestments,
bank deposits or derivative transactions.

Policy
The Groups financial credit risk is measured differently depending on trans-
action type; investment transactions or derivative transactions.

investment transactions

Cash and cash equivalent may only be invested with a counterpartyifthe
counterpartyrating is above arating threshold. The threshold for cash and cash
equivalentis setat A-/A3 (as rated by Standard & Poor’s, Fitch Ratingsand
Moody’s). Investmentsin structured financial preducts are not allowed, unless
approved bythe Financial Risk Management Committee. Furthermore, counter-
party exposure, tencr and liquidity of theinvestment are considered before any
investmentismade. A list of each approved counterparty and its maximum
exposurelimitis maintained and monitored.

Derivative transactions

Derivative transacticns may only be undertaken with approved counterparts
forwhich creditlimits are established and with which ISDA (International Swaps
and Derivatives Association) master agreements and CSA (Credit Support
Annex) agreementsareinforce. Derivative transactions may only be entered
into by Atlas Copco Financial Solutionsorin rare cases by another subsidiary,
but only with approval from the Group Treasurer. Atlas Copco primarily uses
derivatives as hedging instruments and the policy allows only standardized

{as opposed to structured) derivatives.

Status at yearend

Investment transactionsin form of cash and cash equivalents amounted to
MSEK 11 655 atyear end. These consist of cash, short term bank deposits and
investmentsin liquidity funds. Atyear end, the measured credit risk on deriva-
tives, taking into account the market value and collaterals, amcunted to MSEK
115{42).

The table below presents the reported value of the Group’s derivatives.

Outstanding derivative instruments

2020 2013
Assets 396 355
Liabilities 69 19

No financial assets or liabilities are offsetinthe balance sheet. The table below
shows derivatives covered by master netting agreements.

Outstanding net position for derivative instruments

Offsetin Netin Master
balance  balance netting Cash Net
Grass sheet sheet agreement collateral  position
Assets
Derivatives 396 - 396 -69 =214 113
Liabilities
Derivatives 69 - 69 -69 - -

The positive net position in assetsis due to the fact that the exchange of security
is done on aweekly basis.

Other market and price risks

Commodity-price riskis the risk that the cost of direct and indirect materials
couldincrease as underlying commodity pricesrise in global markets. The Group
is directly and indirectly exposed to raw material price fluctuations. Cost
increasesforraw materials and components often coincide with streng
end-customer demand and are compensated for byincreased market prices.
Therefore, the Group does not hedge commodity-price risks.

Fair value of financial instruments

In Atlas Copco’s balance sheet, financial instruments are carried at fair value or
atamortized cost. Thefairvalueis established according to afair value hierarchy.
The hierarchylevels should reflect the extent to which fair valueis based on
observable market data or own assumptions. Below s a description of eachlevel
and valuation methods used for each financialinstrument.

Level 1

Inthe Level 1 method, fair valueis based on quoted (unadjusted) prices in active
markets foridentical assets orliabilities. Amarketis considered as active if
quoted prices from an exchange, broker, industry group, pricing service, or
supervisory body are readily and regularly available and those prices represent
actual andregularly occurring market transactions at arm’slength.

Level 2

Inthe Level 2 method, fair valueis based onmodels that utilize observable data
forthe asset or liability other than the quoted prices included within Level 1 that
are observable forthe asset or liability, either directly {i.e. as prices) orindirectly
{i.e. derived from prices). Such observable data may be marketinterest rates and
yield curves.

Level 3
Inthe Level 3method, fair valueis based on a valuation model, whereby signifi-
cantinputisbased cnunocbservable market data.

Valuation methods

Derivatives

Fairvalues of forward exchange contracts are calculated based on prevailing
markets. Interestrate swaps are valued based cnmarketrates and presentvalue
offuture cash flows. Discounted cash flow models are used forthe valuation.

Interest-bearing liabilities
Fairvalues are calculated based cnmarketrates and present value of future
cash flows.

Finance leases and other financial receivables

Fairvalues are calculated based cnmarket rates for similar contracts and
presentvalue of future cash flows.

Atlas Copco 2020
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27. Financial exposure and principles for control of financial risks, continued

The Group’s financial instruments by level
The carryingvalue for the Group’s financialinstruments corresponds to fairvalue in all categories except for borrowings.
See note 21 foradditional information about the Group’s borrowings.

Thefellowingtableincludes financialinstruments at their fair value and by category.

Financialinstruments by 2020 2019
fair value hierarchy Fairvalue Level1 Level2 Level3 Fairvalue Level 1 Level 2 Level 3
Financial assets 177 26 151 - 165 20 145 -
Otherreceivables 102 - 102 - 116 - 116 -
Non-current financial assets 279 26 253 - 281 20 261 -
Trade receivables 18801 - 18 801 - 20590 - 20590 -
Financial assets 58 - 58 - 125 73 52 -
Otherreceivables 1891 - 1891 - 2107 - 2107 -
Derivatives 396 - 396 - 355 - 355 -
Contractassets 2826 - 2826 - 2393 - 2393 -
Current financial assets 23972 - 23972 - 25570 73 25497 -
Financial assets 24251 26 24225 - 25851 23 25758 -
Bondsand loans 20133 13731 6402 - 18304 14057 4247 -
Otherfinancial liabilities 19 - 19 - 26 - 26 -
Otherliabilities 161 - 94 67 153 - 100 53
Non-current financial liabilities 20313 13731 6515 67 18483 14057 4373 53
Current portion of long-term loans 1 - 1 - 1 - 1 -
Short-term loans 2007 - 2007 - 227 - 227 -
Derivatives 69 - 69 - 19 - 19 -
Other accrued expenses 6617 - 6617 - 6865 - 6865 -
Trade payables 11202 - 11202 - 11898 - 11898 -
Ctherliabilities 2099 - 2069 30 1976 - 1¢46 30
Current financial liabilities 21995 - 21965 30 23040 - 23010 30
Financial liabilities 42308 13731 23480 97 41523 14057 27383 83

In other liabilities, MSEK 97 (83} relate to contingent considerations for acquisitions. The fairvalue of these liabilities has been calculated based on the expected
outcome of the targets set outin the contracts, given a discountrate of 10.5%. Forinformation about changes due te acquisitions, see note 2.

Prafit/lossrelatedta

Reconciliation of financial liabilities Opening Business Discounting Closing liabilitiesincludedin
inLevel 3{MSEK} balance acquisitions Settlement effect Remeasurement  Translation balance clasing balance
Contingent considerations 2020 83 56 -43 4 -1 -2 97 -3
Year-end rate Average rate
Currency rates used inthe financial statements Value Code 2020 2019 2020 2019
Australia 1 AUD 6.26 6.51 6.35 6.56
Canada 1 CAD 6.39 713 6.84 710
China 1 CNY 1.25 1.33 1.33 1.37
EU 1 EUR 10.04 10.44 10.49 10.57
Hong Kong 100 HKD 105.48 119.68 118.26 120.28
United Kingdom 1 GBP 11.07 12.22 11.82 12.02
US.A 1 usop 8.18 9.32 9.18 9.42
106 Atlas Copco 2020
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28. Related parties

Relationships

The Group has related party relaticnships with the Company’slargest share-
holder, its associates, jointventures and with its Board members and Group
Management. The Company’s largest shareholder, Investor AB, controls
approximately 22% {2 2) of the votingrights in Atlas Copco.

The subsidiaries that are directly owned by the Parent Company are pre-
sented innote A21 to the financial statements of the Parent Company. Holding
companies and operating subsidiaries are listed innote A2 2. Information about
associated companies andjoint venturesis foundin note 14. Infermation about
Board members and Group Managementis presented on pages 55-58.

Transactions and outstanding balances
The Group hasncthad any transacticns with Investor AB during the year, other
thandividendsdeclared and has nc outstanding balances with Investor AB.

Investor AB has controlling or significantinfluence in companieswith which
Atlas Copco may have transactionswithin the normal course of business. Any
such transactions are made on commercial terms.

IN2019, Atlas Copco enteredinto asale and leaseback transaction with the
Group’s German pension trustrelated to buildings in the US. The buildings were
sold for a consideration of 629, resulting ina gain of 20. Thelease terms are for
10years. Both the consideration and the lease termsare onmarket terms. “Lease
liabilities” in the table belowrepresentsthe outstanding balances with the
Group's German pension trust.

In addition, the Group sold various products and purchased goods through
certain asscciated companiesand joint ventures on termsgenerally similar to
those prevailing with unrelated parties.

The following table summarizesthe Group s related party transactions
withits associates, joint ventures and cther related parties:

2020 2019
Revenues Eal 34
Goods purchased 18 25
Service purchased 107 55
AtDec.31:
Trade receivables 18 7
Trade payables 21 8
Lease liabilities 249 287

FINANCIALSTATEMENTS, ATLAS COPCO GROUP

Compensation to key management personne/
Compensation tothe Board and to Group Management is disclosedin note 5.

Atlas Copco 2020

107

04.08.2022 kl 12:32

Brgnngysundregistrene

Side 129 av 164



LN - o
== Bron noysu nd registrene Arsregnskap regnskapséaret 2020 for 910324381
FINANCIAL STATEMENTS, PARENT COMPANY
u . I
Financial statements,
Parent Company
Income statement Balance sheet
For the year ended December31 AsatDecember 31
Amounts in MSEK Note 2020 2019 Amounts in MSEK Note 2020 2019
Administrative expenses A2 —615 746 ASSETS
Other operatingincome A3 105 109 Non-current assets
Other cperating expenses A3 -19 -5 Intangible assets AT 12 16
Operating loss -529 -642 Tangible assets A8 38 37
Financialincome Ad 12125 62528 Financial assets
Financial expenses Ad —644 -52442 Deferred taxassets A9 183 68
Profitafter finandal items 10952 9444 Sharesin Group companies A10,A21 161228 158255
Appropriations A5 88 1930 Otherfinancial assets Al 204 208
Profitbefore tax 11040 11374 Total non-current assets 161665 158584
Income tax Ab ral -33 Current assets
Profitfortheyear 1M11M 11341 Incometaxreceivables 810 730
Otherreceivables Al2 16108 15573
Cash and cash equivalents Al3 8 36
Total current assets 16926 16 339
Statement of comprehensive income TOTALASSETS 178581 174 223
For the year ended December31
Amountsin MSEK Note 2020 2019 EQUITY
Profitfortheyear 1M11mMm 11341 Restricted equity
Other comprehensive income Share capital 786 786
Items that may be reclassified Legal reserve 4999 4999
subsequently to profit or loss Total restricted equity 5785 5785
Translation of netinvestment - - Non-restricted equity
Cashflow hedges - - Reserve for fairvalue -1180 -1180
L’;E&T:f}:"j‘ relating toitemsthat may be ~ _ Retained earnings 136573 134054
Other comprehensive income Prefitfor the year 1m1n 11341
forthe year, net of tax _ _ Total non-restricted equity 146504 144215
Total comprehensive income TOTALEQUITY 152289 150000
fortheyear 11111 11341
PROVISIONS
Post-employment benefits Al5 188 195
Other provisions A6 478 429
Total provisions 666 624
LIABILITIES
Non-current liabilities
Borrowings Al7 23007 18888
Total non-currentliabilities 23007 18888
Current liabilities
Borrowings Al7 2344 5061
Tax liabilities - -
Otherliabilities Al8 285 350
Total currentliabilities 2629 5411
TOTALEQUITY AND LIABILITIES 178591 174923
108 Atlas Copco 2020

04.08.2022 kl 12:32

Brgnngysundregistrene

Side 130 av 164



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 910324381

Statement of changes in equity
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Reserve for
Number fairvalue
MSEKunless ofshares Share Legal —translation Retained
otherwise stated outstanding capital reserve reserve earnings Total
Opening balance, Jan. 1,2020 1217046264 786 4999 -1180 145395 150000
Total comprehensiveincome for theyear 11111 11111
Ordinary dividend -8506 —8506
Acquisiticn series A shares —-3000000 -1097 -1097
Divestmentseries Ashares 2137490 820 820
Divestmentseries Bshares 8899 3 3
Share-based payment, equity settled
—expenseduringtheyear 158 158
—exercise of cptions -200 -200
Closing balance, Dec. 31,2020 1216192653 786 4999 -118¢ 147684 152289
Opening balance, Jan. 1,2019 1212714042 786 4999 -1180 140701 145306
Total comprehensiveincome for the year 11341 11341
Ordinary dividend -7653 -7653
Acquisiticn series A shares —-3000000 -897 —897
Divestment series Ashares 7221962 2149 2149
Divestmentseries Bshares 110260 35 35
Share-based payment, equity settled
—expenseduring the year 135 135
—exercise of cptions -416 -416
Closing balance, Dec. 31,2019 1217046 264 786 4999 -118¢ 145395 150000
See note Al4for additional information.
Statement of cash flows
For the yearended December 31 For the year ended December31
Amountsin MSEK 2020 2019 Amountsin MSEK 2020 2019
Cash flows from operating activities Cash flow from investing activities
Operatingloss —529 —642 Investmentsintangible assets -7 -2
Adjustments for: Investmentsinintangible assets - -
Depreciation 10 12 Investmentsinsubsidiaries -3105 -162
Capital gain/loss and other non-cashitems -283 -1679 Repayments/investmentsinfinancial assets -2 19
Operating cash deficit -802 -2309 Net cash from investing activities 3114 -145
Netfinancial itemsreceived 11902 62237 Cash flow from financing activities
Group contributions received 1930 3490 Dividends paid -8506 -7653
Taxes paid —124 -803 Repurchase and divestment of own shares -274 1287
Cash flow before change in working capital 12 906 62615 Change in interest-bearingliabilities 1402 -58435
Changein Net cash from financing activities -7378 -64801
Operating receivables —2408 -3424 Net cash flow forthe year -29 -5870
Operatingliabilities -35 -115 Cash and cash equivalents, Jan. 1 36 5906
Change in working capital -2443 -3539 Netcash flowfor the year -29 -5870
Net cash from operating activities 10463 59076 Cash and cash equivalents, Dec.31 8 36
Atlas Copco 2020 109
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Notes to the Parent Company

financial statements

MSEK unless otherwise stated

Al.  Significant accounting principles

Atlas Copce AB is the ultimate Parent Company of the Atlas Copce Group and
isheadquartered in Nacka, Sweden. Its operations include administrative
functions, holding company functions aswell as parts of Atlas Copeo Finandal
Solutions (Treasury).

The financial statements of Atlas Copco AB have been prepared inaccordance
with the Swedish Annual Accounts Act andthe recommendation RFR 2,
“Accounting for Legal Entities”, hereafterreferredto as “RFR 2", issued by the
Swedish Financial Reporting Board. In accordance with RFR 2, parent companies
thatissue consolidated financial statements according to International Financial
Reporting Standards { FRS), as endorsed by the European Union, shall present
theirfinancial statementsin accordance with IFRS, to the extent these account-
ing principles comply with the Swedish Annual Accounts Act and may use
exemptions from IFRS provided by RFR 2 due to Swedish accounting or tax
legislation.

Thefinancial statementsare presented in Swedish krena (SEK), rounded to
the nearest million. The parent company’s accounting principles have been con-
sistently applied to all periods presented unless otherwise stated. The financial
statements are prepared using the same accounting principles asdescribed in
note 1 inthe Group's consolidated financial statements, except for those dis-
closed in the following sections.

For discussion regarding accounting estimates and judgments, see 71.

Subsidiaries
Participations in subsidiaries are accounted for by the Parent Cocmpany at histor-
ical cost. The carrying amounts of participations in subsidiaries are reviewed for
impairmentin accordance with |AS 36, Impairment of Assets. See the Group’s
accounting policies, Impairment of financial assets, for further details.
Transaction costsincurred in connectionwith abusiness combination are
accounted for by the Parent Cocmpany as part of the acquisition costs and are
notexpensed.

Lease contracts

Alllease contracts entered into by the Parent Cocmpany are expensed
continuously on a straight-line basis overthe lease term. Leases are not carried
as assets, since therisk andrewards assodated with ownership of the assets
have not beentransferred to the Parent Company.

Employee benefits

Defined benefit plans

Defined benefit plans arenot accounted ferin accordance with 1AS 19.1n

the Parent Company defined benefitplansare accounted for according te the
swedishlaw regarding pensions, "Tryggandelagen” and regulationsissued by
the Swedish Financial Supervisory Board. The primary differences as compared
to1AS 19 are the way discount rates are fixed, that the calculation of defined
benefitobligationsis based on currentsalary levels, without consideration of
futuresalaryincreasesand thatall actuarial gains and lesses areincluded in
profitorlossastheyoceur.

Share-based payments

The share-based payments that the Parent Company has granted to employees
inthe Parent Company are accounted for using the same principle as described
innote 1inthe Group’sconsolidated financial statements.

Theshare-based payments that the Parent Company has granted to employ-
eesinsubsidiaries are notaccounted for as an employee expense inthe Parent
Company, but are recognized against Shares in Group companies. This vesting
costis accrued cverthe same period asin the Group andwith a cerrespending
increase in equity for equity-settled programs and as achange in liabilities for
cash-settled programs.

Atlas Copco 2020

Financial guarantees

Financial guaranteesissued by the Parent Company for the benefit of subsidiar-
ies are not valued according to IFRS 9. They are reported as contingent liabilities,
unlessitbecomes probable that the guarantees will lead tc payments. In such
case, provisionswill berecorded.

Hedge accounting

Interest-bearingliabilities denominated in other currencies than SEK, used to
hedge currency exposure from investmentsin shares of foreign subsidiaries
arenot translated using the foreign exchange rates onthe reporting date, but
measured based onthe exchangerate the day that the hedging relationwas
established.

Derivatives used to hedge investmentsin shares in foreign subsidiaries are
recognized at fairvalue and changes therein are recognized in profit orloss.
The correspondingfairvalue change onshares in subsidiaries is recognized in
profitorloss, as fairvalue hedge accounting is applied.

Group and shareholders’ contributions

InSweden, Group contributicns are deductible for tax purposesbut shareheld-
ers’ contributions are not. Group contributions arerecognized asappropria-
tionsinthe income statement. Shareholders’ centributions are recognized as an
increase of Sharesin Group companies and tested forimpairment.
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Employees and personnel expensesand
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A2. remunerations to auditors A3. Otheroperating income and expense
g ber of employ Pension benefits and othersocial costs 2020 2019
2020 2019 Commissions received 105 109
Women Men Total Women Men Total Other cperatingincome 0 0
Sweden 69 38 107 61 41 102 Total other operating income 105 109
Exchange-rate differences, net -2 1
Other cperating expense 17 -6
Womenin Atlas Copco Board and Management, % DE;DE‘Z‘(; Deczo-?s; Total other operating expense 19 5
Board of Directors excl. union representatives 257 23 Other cperating expense, 17 {8) MSEK, essentially comprise costs associated
Group Management 22 22 with the split of the Group.

" One femaleboard member leftthe board afterthe Annual General Meeting at herown
request, and no replacement hasbeenmade.

Salaries and other remuneration

2020 2019
Boardmembers Boardmembers
and Group Other and Group Other
Management " employees  Management employees
Sweden 77 100 107 159
of which variable
compensation 10 18

" Includes 7 (8) Board members, until Maythere where 8 board members, whoreceive fees
from Atlas Copco AB aswell as the President and CEO and 5 (5) members of Group Manage-
mentwho are employed by and receive salary and otherremuneration fromthe Company.

Forinformation regarding remuneration and otherfeesfor members of the
Board, the Presidentand CEG, and cther members of Group Management, see
note 5 of the consolidated financial statements.

Pension benefits and other social costs 2020 2019
Contractual pension benefitsfor Board members
and Group Management n 10
Contractualpension benefitsfor otheremployees 23 21
Othersccial costs 67 104
Total 101 135
Pension obligations to former members of
Group Management 4 4
Remunerations to auditors
Auditfees and consultancyfeesfor advice or assistance other than audit,
were as follows:

2020 2019

Ernst & Young
—auditfee 5 -
—audit activities other thanthe audit assignment - -
—otherservices, tax 0 -
—otherservices, other - -
Deloitte
—auditfee - 6
—audit activities other than audit assignment - 1
—otherservices, tax - -
—otherservices, other 2 4
Total 7 1

Audit fee refers to audit of the financial statements and the accounting records.
For the Parent Company the audit also includesthe administration of the busi-
ness by the Board of Directors, the President and CEQ.

Audit activities other than the audit assignment refer for example tc comfort
lettersand thelimited assurance report on Atlas Copco’s sustainability report.

Taxservices include tax compliance services.

Other services essentially comprise consultancy services, such as consultancy
servicesrelated to the preparation of the split of the Group.

Atthe Annual General Meeting 2020, Ernst & Youngwas elected as auditor
ferthe Group up to and including the Annual General Meeting 2021.

Ad. Financial income and expenses
Financialincome and expenses 2020 2012
Interestincome
—cash and cash equivalents 0 0
—receivables from Group companies 26 38
—derivatives 3 8
Dividend income from Group companies 11381 62478
Capital gain 713 -
Foreign exchange gain, net 2 4
Financial income 12125 62528
Interest expense
-borrowings —186 -238
—liabilities to Group companies -37 -54
Change in fairvalue
—otherliabilities 0 0
Impairment loss
—writedown of sharesin Group Companies -421 —52 150
Financial expenses -644 -52442
Financial income, net 11481 10086
The fellowing table presents the net gain orloss by category of financial
instruments.
2020 2019

Netgain/losson

—loans and receivables, incl. bank deposits 28 42
—otherliabilities -223 -292
—derivatives 3 8
Profit from shares in Group companies 11673 10328
Total 11481 10086

Profit from shares in Group companies mainly refers to dividend income from
subsidiaries and capital gains from transfer of shares in subsidiaries. These trans-
actions are eliminated in the Group accounts since they are internal. For further
information about the hedges, see note 27 of the consolidated financial state-
ments.
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A5. Appropriations
Appropriations 2020 2012
Group contributions paid -2 0
Group contributions received 90 1930
Total 88 1930
A6. Incometax A7. Intangible assets
2020 2019 Capitalized expenditures for
computer programs
Current tax —44 -48
I 2020 2019
Deferred tax 115 15
Total 7 33 Accumulated cost
Opening balance, Jan. 1 87 87
Profit before taxes 11040 11374 Investments - B
Closing balance, Dec.31 67 67
The Swedish corperate taxrate, % 21.4 21.4 —
Accumulated depreciation
National tax based onprofitbefore taxes -2364 -2434
Opening balance, Jan. 1 51 46
Taxeffectsof:
Depreciation fortheyear 4 5
Non-deductible expenses -94 11167 -
Closing balance, Dec.31 55 51
Taxexemptincome 2588 13370 .
Carrying amount
Deductible expenses, notrecognized in -
Income staternent 57 386 Opening balance, Jan.1 16 21
Tax financial net _m _30 Closing balance, Dec.31 12 16
Change in taxrate, deferred tax -7 -
Controlled foreign company taxation -24 -39
Adjustments from prioryears —44 -19
Total 71 -33
Effectivetaxin % -0.6 0.3
The Parent Company’s effective tax rate of —0.6% {0.3) is primarily affected by
non-taxableincome such as dividends from Group companies.
A8. Property, plantand equipment
2020 2019
Buildings Machinery Buildings Machinery
andland andequipment Total andland  andequipment Total
Accumulated cost
Opening balance, lan. 1 46 60 106 46 59 105
Investments - 7 7 - 2 2
Disposals - - - - -1 -1
Closing balance, Dec. 31 46 67 113 46 60 106
Accumulated depreciation
Opening balance, Jan. 1 14 55 69 1 51 82
Depreciation for the year 2 4 6 3 4 7
Dispesals - - - - 0 0
Closing balance, Dec. 31 16 59 75 14 55 69
Carrying amount
Opening balance, Jan. 1 32 5 37 35 8 43
Closing balance, Dec. 31 30 38 38 32 5 37
The asset Buildings and land relates to improvements inleased properties. 2020 2019
Depreciaticn is accounted for under administrative expensesin the Income
Statement. Less than oneyear 59 58
Theleasing costsfor assets, such as rented premises, cars and office equip- Between cne and fiveyears 117 236
ment arereported among administrative expenses and amountedto 58 {57). More than five years 1 53
Future payments for non-cancelable leasing contracts amounted to 177 (337) Total 177 337
and fall due as follows in the table beside. ota
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FINANCIAL STATEMENTS, PARENT COMPANY

A9. Deferredtaxassetsand liabilities A12. Otherreceivables
2020 2019 2020 2019
Liabi- Net Liabi- Net Receivables from Group companies 16049 15484
Assets lities  balance  Assets lities  balance o
d Derivatives
Fixed assets - - - ] - 0
—at fairvalue through profitorloss - 0
Post-employment )
benefits 38 _ 38 " _ a1 —atfairvalue through OCl - 32
Other provisions 18 B 18 27 _ 27 Financial assets measured at amortized cost
- —otherreceivables 17 18
Loss/credit carry
-forward 127 - 127 - - - Prepaid expenses and accrued income 42 39
Total 183 - 183 68 - 68 Closing balance, Dec. 31 16108 15573
Deferred tax assets regarding tax loss carry-forward are reported to the extent
thatrealization of the related tax benefit through future taxable resultsis prob-
able. Thefollowing reconciles the net balance of deferred taxes at the begin-
ning of the yearte thatatthe end ofthe year: .
E 4 Y A13. Cashand cash equivalents
2020 2019
2020 2019
Netbalance, Jan. 1 68 53
Cash and cash equivalents measured at
Chargestoprofit forthe year 115 15 amortized cost
Netbalance, Dec.31 183 68 _cash 8 36
Closing balance, Dec. 31 8 36
The Parent Company’s guaranteed, but unutilized, credit lines equaled to 6 426
{6 680). The reduction of Parent Company’s cash and cash equivalentsis due to
A10. Shares in Group companies that the Group has centralized its cash management to anothersubsidiary.
2020 2019
Accumulated cost
Opening balance, Jan. 1 237414 235611 .
pening A14. Equity
Investments - 0
Netinvestmenthedge 43 1192 Forinformation cnshare transactions and mandates approved by the Annual
Shareholders’ contribution 6456 611 General Meeting and proposed dividend for 2020, see note 20in the consoli-
. datedfinancial statements.
Divestments -3105 -
Closing balance, Dec. 31 240808 237414 Reserves
Accumulated write-up The Parent Company’s equity includes certain reserves which are described as
Opening balance, Jan. 1 600 600 follows:
Closing balance, Dec. 31 600 600 Legaireserve
Accumulated write-down Thelegal reserveis apart of the restricted equity and is not available for
Opening balance, Jan. 1 79759 27609  distribution.
write-down —aA 52150 Reserve for fair value — Transfation reserve
Closing balance, Dec. 31 -8018¢ -79759 The reserve comprisestranslation ofintragroup receivables from or liabilities
Total 161228 158255 toforeign operations thatin substance are partof the netinvestmentin the
foreign operaticns, as well as cash flow hedges to convertvariableinterest rates
For furtherinformation about Group companies, see note A21. tofixedinterestrates.
A11. Otherfinancial assets
2020 2019
Endowmentinsurances 183 190
Financial assets measured at amortized cost
—other financial receivables 21 18
Closing balance, Dec. 31 204 2038

Endowment insurancesrelate to defined contribution pension plans and are
pledgedtothepension beneficiary (seenote A15 and A20).
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FINANCIAL STATEMENTS, PARENT COMPANY

A15. Post-employment benefits

2020 2019
Defined contribution  Defined benefit Defined contribution  Defined benefit
pension plan pensionplan Total pension plan pensionplan Total
Opening balance, lan. 1 190 5 195 164 7 171
Provision made 16 1 17 29 -1 28
Provision used -23 -1 -24 -3 -1 -4
Closing balance,Dec. 31 183 5 188 1920 5 195
The Parent Company hasendowmentinsurances of 183 {190} relating to defined contribution pension plans. The insurances are recognized as other
financial assets, and pledged to the pension benefidary.
Description of defined benefit pension plans
The Parent Company hastwo defined benefit pension plans. The ITP planis afinal salary pension plan covering the majerity of salaried employeesin
Atlas Copce AB which benefits are secured through the Atlas Copco pensiontrust. The second plan relates to retired former senicr employees.
These pension arrangements are provided for.
2020 2019
Funded Unfunded Funded Unfunded
pension pension Total pension pensian Total
Defined benefit obligaticns 147 5 152 148 5 153
Fairvalue of plan assets -460 - -460 -391 - -391
Present value of net obligations -313 5 -308 -243 5 -238
Notrecognized surplus 313 - 313 243 - 243
Net amountrecognized in balance sheet 0 5 5 0 5 5
2020 2019
Funded Unfunded Funded Unfunded
Reconciliation ofdefined benefit obligations pension pension Total pension pensicn Total
Defined benefit obligaticns at Jan. 1 148 5 153 14 7 148
Service cost 4 - 4 5 -1 4
Interest expense 5 - 5 5 - 5
Benefits paid fromplan -8 —1 -9 -8 - -8
Other changes inobligations -2 1 -1 5 -1 4
Defined benefit obligations at Dec. 31 147 5 152 148 5 153
2020 2019
Funded Unfunded Funded Unfunded
Reconciliation of plan assets pension pension Total pension pension Total
Fairvalue of plan assets at Jan. 1 391 0 391 369 - 369
Return cnplan assets 77 - 77 30 - 30
Payments/ Renumeration of plan assets -8 - -8 -8 - -8
Fair value of plan assets atDec. 31 460 0 460 3% - 39
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A15. Post-employment benefits, continued

FINANCIAL STATEMENTS, PARENT COMPANY

A16. Other provisions

2020 2019
Pension commitments provided
forinthebalance sheet
Costs excludinginterest 15
Total 15 5
Pension commitments provided forthrough
insurance contracts
Service cost 23 20
Total 23 20
Net cost for pensions, excluding taxes 38 25
special employer’s contribution 6 4
Total 44 29

Pension expenses excluding taxes for the year, included within administrative
expenses amounted to 38 {25) of which the Board members and Group
Management 11 {10)and cthers 27 {15).

The Parent Company’sshare in plan assets fairvalue in the Atlas Copco pension
trustamounts to 460 {391} and is allccated as follows:

2020 2019
Equity securities 37 321
Bonds 191 191
Real estate 172 149
Cash and cashequivalents 60 20
Total 460 391

Theplan assets of the Atlas Copco pension trust are notincluded inthe financial
assets ofthe Parent Company.

The return on plan assetsin the Atlas Copco pensiontrust amounted to
14.4% (8.2) inclusive of MSEK 7.7 {(8.0) paid remuneration.

The Parent Company adheres to the actuarial assumptions used by The
Swedish Pension Registration Institute (PRI} i.e. discount rate 3.8% (3.8). The
Parent Company estimates MSEK 12 willbe paidto definedbenefitpensicn
plans during 2021.

2020 2019
Opening balance, Jan. 1 429 183
Duringthe year
—provisichs made 152 530
—provisichs used -103 -284
Closing balance, Dec. 31 478 429
Other provisionsinclude primarily provisions for costsrelated to employee
optionprogramsaccounted forin accordance with IFRS 2 and UFR 7.
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A17. Borrowings

2020 2019
Repurchased Carrying Carrying

Maturity ~ neminal amount amount Fairvalue amount Fairvalue
Non-current
Medium Term Ncote Program MEUR 500 2023 4548 5316 4545 5655
Medium Term Note Program MEUR 500 2026 5073 5223 5072 5352
Bilateral borrowings EIB MEUR 300 2022 MEUR 100 1851 2021 1851 2103
Bilateral borrowings NIBMEUR 200 2024 2100 2058 2100 2140
Bilateral borrowings EIB MEUR 200 2027 2008 2092
Nen-current borrowings from Group companies 7427 7051 5320 5387
Total non-current borrowings 23007 23761 18888 20637
Current
Currentborrowings from Group companies 2344 2344 5061 5061
Total currentborrowings 2344 2344 5061 5061
Closing balance,Dec. 31 25351 26105 23949 25698
Whereof external borrowings 15580 16710 13568 15250

The difference between carrying value and fair value relates to the measurement method as certain liabilities are reported at amoertized cost and not at fairvalue.
Changesin interestrates and creditmargins create the difference between fair value and amortized cost. In 2019, Atlas Copco AB enteredinto a 7-year MEUR 300
loan agreement with the European Investment Bank. MEUR 200 was drawn downin 2020.

A17. Borrowings, continued A18. Otherliabilities

The following table shows the maturity structure of the Parent Company’s

) 2020 2019
external borrowings.
Accounts payable 18 36
Carrying Liabilitiesto Group companies 48 52
Maturity Fixed Flaating® amount Fairvalue Otherfinancial liabilities
2022 1851 1851 2021 —otherliabilities 9 57
2023 4548 4548 5316 Accrued expenses and prepaidincome 210 205
2024 2100 2100 2058 Closing balance, Dec. 31 285 350
2026 5073 5073 5223
2027 3008 3008 2092 Accrued-expensesmclude|temssuch as social costs, vacaticn pay liability, and
accruedinterest.
Total 11629 3951 15580 16710

" Floatinginterestin thetable is borrowings with fixings shorter or equal to six months.

116 Atlas Copco 2020

04.08.2022 kI 12:32 Brgnngysundregistrene Side 138 av 164



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 910324381

Financial exposure and principles for control
A19. offinancial risks

FINANCIAL STATEMENTS, PARENT COMPANY

A20. Assets pledged and contingent liabilities

Parent Company borrowings

Atlas Copco ABhad MSEK 15 580(13 568) of external borrowings and MSEK
9771{10381) of internal borrowings at December 31, 2020. Derivative instru-
mentsareused to manage the currency and interest raterisk in line with policies
set by the Financial Risk Management Committee, see note 27 inthe consoli-
dated financial statements.

Hedge accounting

The Parent Company hedges sharesin subsidiaries throughloans of MEUR 2091
(2091) and derivatives of MEUR 300(300). The deferral hedge accounting of the
loansisbasedonaRFR 2 exemption. In 2020 an external derivative wasreplaced
by aninternal contract with Atlas Copco Finance DAC contributing with MSEK
9810 Receivables from Group companiesinbelow table.

Financial credit risk
Credit risk on financial transactions is the risk that the Parent Company incurs
losses as a result of non-payment by counterpartsrelated to the Parent
Company’s investments, bank deposits or derivative transactions. For further
information regarding investment and derivative transactions, seenote 27 of
the consolidated financial statements.

The table belowshows the actual exposure of financial instruments as per
December 31.

Financial credit risk 2020 2019
Cash and cash equivalents 8 36
Receivables from Group companies 16049 15484
Derivatives - 32
Other 80 75
Total 16137 15627

Fairvalue hierarchy

Fairvaluesare based on observable market prices or, inthe case that such prices

are not available, on cbservable inputs or other valuation techniques. Amounts

shownin other notes are unrealized and will not necessarily berealized.
Formore information about fairvalue hierarchy, see note 27 of the consoli-

dated financial statements. There are no level 3 instruments in the Parent

Company.

Valuation methods

Derivatives

Fairvalues of forward exchange contracts are calculated based on prevailing
markets. Interest rate swapsare valued based cnmarketrates and presentvalue
of future cashflows.

interest-bearing liabilities
Fairvaluesare calculated based on market rates and present value of future
cash flows.

The Parent Company's financial instruments by category
The carrying value for the Parent Company’s financial instruments corresponds
to fairvaluein all categories except for borrowings.

See A17 for additional information.

2020 2019
Assets pledged for derivative contracts
Ctherreceivables - 0
Assets pledged for pension commitments
Endowment insurances 183 190
Total 183 190
Contingentliabilities
Sureties and other contingent liabilities
—forexternal parties 3 3
—for Group companies 3287 11718
Total 3290 721

Sureties and other contingent liabilities include bank and commercial guaran-
tees and performancebonds. The decrease mainlyrelates to the closingof a
large financial guarantee of 800 MEUR supperting the Revolving Credit Facility
ofone of Atlas Copco’s subsidiaries.
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FINANCIAL STATEMENTS, PARENT COMPANY

A21. Directly owned subsidiaries

2020 2019
Numberof Percent Carrying Number of Percent Carrying
shares held value shares held value

Directly owned product companies
Atlas Copco Airpower n.v., Wilrijk 76415 100 46521 76415 100 46390
Directly owned customer centers
AGRE Kompressoren GmbH, Steyr 200000 100 7 200000 100 7
Atlas Copeo {(Cyprus) Ltd., Nicosia 99 998 100 0 99998 100 0
Atlas Copce {India) Ltd., Pune 21731917 100 827 21731912 96 817
Atlas Copce {Ireland) Ltd., Dublin 250000 100 28 250000 100 28
Atlas Copce {Malaysia), Sdn. Bhd., Shah Alam 1000000 100 n 1000000 100 10
Atlas Copce (Philippines) Inc., Binan 677 980 100 34 121995 100 6
Atlas Copco (Schweiz) AG., Studen 8000 100 63 8000 100 62
Atlas Copeo (South East Asia) Pte.Ltd., Singapore 4500000 100 34 4500000 100 33
Atlas Copco Argentina $.A.C.1., BUEnos Aires 5120025 93/100" 84 5120025 93/100" 84
Atlas Copeo Brasil Ltda., Barueri 70358 841 100 253 70358 841 100 248
Atlas Copeo Canada Inc., Toronto 6946 100 665 6946 100 665
Atlas Copeo Chile SpA, Santiago 24998 100 6 24998 100 6
Atlas Copco Compressor AB, 556155-2794, Nacka 60000 100 34 60000 100 32
Atlas Copco Eastern Africa Limited., Nairobi 482 999 100 40 482999 100 40
Atlas Copco Equipment Egypt $.A E., Cairo 5 o/100" 4 5 or100" 4
Atlas Copce GmbH, Vienna 1 100 43 1 100 43
Atlas Copee Indoeurcpeiska AB,556155-2760, Nacka 3500 100 20 3500 100 20
Atlas Copeo KK, Tokyo 100000 100 38 100000 100 38
Atlas Copco Kompressorteknik A/S, Albertslund 4000 100 5 4000 100 5
Atlas Copco MarocSA., Casablanca 3960 99 6 3960 29 6
Atlas Copeo Services Middle East OMC, Manama 500 100 18 500 100 16
Atlas Copeo Venezuela SA, Valencia 25812000 100 0 25812000 100 0
Servatechnik AG, Oftringen 3500 100 28 3500 100 28
Soc. Atlas Copcode Portugal Lda., Porto Salve 1 100 14 1 100 14
Directly owned holding companies and others
AB Atlas Diesel, 556019-1610, Nacka 1000 100 ) 1000 100 0
Atlas Copco A/S, Langhus 2500 100 44 2500 100 44
Atlas Copco BeheerB.V, Zwijndrecht 15712 100 247 15712 100 247
Atlas Copce Deutschland GmbH, Essen - - - 1 100 32
Atlas Copce Finance Belgium BYBA, Wilrijk 1 0/100" 0 1 o/100" 0
Atlas Copce Finance DAC, Dublin 5162000001 100 54300 5162000001 100 54228
Atlas Copeo Finance 5.a.r.l, Luxembourg - - - 50004 100 0
Atlas Copco France Holding S.A., Cergy Pontoise 278255 100 314 278225 100 305
Atlas Copco Germany Holding AG, Frankfurt - - - 50000 100 1
Atlas Copeo Holding GmbH, Essen 2 100 4340 2 100 1220
Atlas Copeo Internationaal Bv., Zwijndrecht 10002 100 27376 10002 100 27338
Atlas Copeo JarlaHolding AB, 556062-0212, Nacka 95000 100 "7 95000 100 1165
Atlas Copco Nacka Holding AB, 5563977452, Nacka 100000 100 12 100000 100 12
Atlas Copeo Sickla Holding AB, 556309-5255, Nacka 1000 100 25 004 1000 100 24971
Capanyd ABilikvidation, 556655-0421, Nacka - - - 75000 100 0
Econus $ A, Montevideo 21582 605 100 17 21582605 100 17
Industria F&rsakrings AB, 516401-7930, Nacka 300000 100 30 300000 100 30
Oy Atlas Copco AB, Vantaa 150 100 33 150 100 33
PowerTools Distribution n.v., Hoeselt 1 0/100" 1 1 o/100" 1
Saltus Industrial Technique AB, 552053-5455, Nacka 500 100 9 500 100 9
Carrying amount, Dec.31 161228 158255

™ Firstfigure: percentage held by Parent Company, secondfigure: percentage held by Atlas Copco Group.
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A22. Related parties

FINANCIAL STATEMENTS, PARENT COMPANY

Relationships
The Parent Company has related party relationships withits largest sharehclder,
its subsidiaries, its associates, itsjoint wventures and with its Board members and

The following table summarizes the Parent Company’s transactions with Group
companies:

2020 2019
Group Management.
The Parent Company's largest shareholder, Investor AB, controls approxi- Revenues
mately 22% ofthe voting rightsin Atlas Copco AB. Dividends 11381 62478
The subsidiaries that are directly owned by the Parent Company are pre- Group contribution 90 1930
sented innote A21 and all directly andindirectly owned operating subsidiaries ,
are listed on the following pages. Interestincome 26 38
Information about Board members and Group Managementis presented Expenses
onpages55-58. Group contribution -2 0
Transactions and outstanding balances Interest expenses 37 54
The Group has nothad any transactions with Investor AB during the year other Receivables 16049 15484
thandividendsdeclared and has nc outstanding balances with Investor AB. Liabilities 9819 10433
Investor AB has controlling or significantinfluence in companieswhich Atlas Guarantees 3287 11718
Copco AB may have transactichs with in the normal course of business. Any such
transactions are made on commercial terms.
Thefcllowing details directly and indirectly cwned helding and operational subsidiaries (excluding branches), presented by country of incorporation.
Country/Area Company Location {City} Country/Area Company Location {City)
Algeria SPA Atlas Copco Algérie Algiers China Atlas Copco (Shanghai) Process Equipment
Angola Atlas Copco Angola Ltd Luanda Co, Ltd. Shanghai
Argentina Atlas CopcoArgentina 5.A.C.l. Buenos Alres Atlas Copco(Shanghai) Trading Co., Ltd. Shanghai
Australia Atlas Copco Australia Pty Ltd Blacktown Bolaite (shangha) Trading Co. Ltd shanghai
SCSFiltration Metbotirne C5K China Co. Ltd Wix
WalkerFiltration Pty. Australia Metbotirne (5K Xian ChinaCo. Ltd Xian
Austria AGREKompressoren GmbH Steyr Edmac (Shanghai) Trading Co., Ltd. Shanghai
‘Atlas Copco GmbH Vienna E:\:Tv]apr:;)'lfft(:nologies Trading (Shanghai) shonghal
Medgas-Technik medical systems GmbH Lefsach Edwards Technologies Vacuum Engineering
Bahrain Atlas Copco Services Middle East OMC Manama (Qingdac) CompanyLtd Qingdao
Bangladesh Atlas CopcoBangladesh Ltd. Dhaka Edwards Technologies Yacuum Engineering
Belgium Atlas Copeo Airpower n. Witrijk (hanghai) Company Ltd Shanghai
Atlas CopcoBelgium nv. Overlse a‘;{s{g;ﬁ;::;ﬁgies VacuumEngineering Xian
Atlas CopcoFinance Belgium BYBA Witrijk o
FactoryforIndustrial Air Compressors
Atlas Copco Rental Europen.y. Boom {(Jiangmen) Co., Ltd. langmen
Atlas CopcoSupportServices N.v. Wilrijk GuangzhouLinghein Compressor Co., Ltd Guangzhou
Atlas CopcoVacuum Belgium NV Estaimptis ISRA VISION (Shanghai) Co. Ltd. Shanghai
EDMACEuropeN.V. Wilrijk Kunshan Q-Tech Air SystemTechnologiesLtd. Kunshan
Internaticnal Compressor Distribution ny. Witrijk Leybold Equipment (Tianjin) Co., Ltd. Tianjin
MultiAir BELUX NV Deinze Leybold(Tianjin} International Trade Co.Ltd. Tianjin
Power Tools Distributionn.v. Hoeseit Linghein (Shanghai) Gas Technolegies Co., Ltd. Shanghai
Bolivia Atlas Copeo Bolivia5.A Comprescres, Liutech Machinery Equipment Co., Ltd Liuzhou
- Maquiinaria y Servicio santa &z Liuzhou Tech Machinery Co., Ltd. Lituzhou
Brazil Atlas Copeo Brasil Industria e ComércioLtda. Bartieri Pan-Asia Gas Technology (W) Cou Lid. Wi
Alas CopeoBrasil Ltda Baruert PerceptronMetrology{(Shanghai) Co. Ltd Shanghai
Chicago Peumatic Brasil Ltda Bareri Q-Tech{Shanghai) Gas Equipment Co.,Ltd Shanghai
EdwardsVa(uoLtc‘ia SaoPaulo Scheugenpflug Resin Metering Technclogies
ISRAVISION COMERCIO, SERVICOS, o, Ltd Suzhou
IMPORTACAO EEXPORTACAOLTDA Sao Pauto Shanghai Beacon MedaesMedical Gas
tubomb as Locacéo, Comércio, Importagic Engineering Consulting Co., Ltd. Shanghai
ebxportacdoltda. fu Shanghai Tooltec Industrial Tool Co., Ltd. Shanghai
Leybold do Brasil Ltda. Jundiaf ‘WuxiPneumatech AirsGas Purity Equipment
Perceptron do BrazilLtd SaoPaufo Co,, Ltd. Whixi
Pressure CompressoresLtda. Maringa ‘WuxiShengda Air¢GasPurity EquipmentCo, Ltd  Wuxi
Bulgaria Atlas CopcoBulgaria EOOD Sofia Colombi Atlas Copco ColombialLtda Bogota
Canada Atlas CopcoCanadalnc. Toronto Cyprus Atlas Copco {Cyprus) Ltd. Nicosia
Chicago Pneumatic Tool Co. Canada Ltd. Toronto Czech Republic ALUPCZspol.S.ro Breclav
Class 1 Incorporated Cambridge Atlas Copcos.r.o. Prague
PhotonfocusimagingLtd. Oakville Atlas Copco Servicess.r.o. Bino
Westron Rotating Solutions Canada Inc. Calgary Edwards s.r.o. Lutin
Chile Atlas Copco Chile Spa Santiago NextMetrology Softwares.r.o. Prague
China Atlas Copco (Wuxi) CompressorCo,, Ltd. Weoxi Schneider Airsystemss.r.o. tine
Atlas Copco(Shanghai) EquipmentRental Co., Ltd. Shanghai Denmark Atlas Copco Kompressorteknik A/S Albertsiund
Atlas CopeoIndustrial Technique (Shanghai) REMOAJS Give
Co.1td Shanghal Egypt Atlas Copco Equipment Egypt5.A.E. Cairo
Atlas Copeo (China) Investment Co,, Ltd. Shanghai N .
Atlas Copeo Service Egypt Cairo
Atlas Copco 2020
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A22. Related parties, continued

Country/Area Company Location {City) Country/Area Company Location {City)

Finland ISRAVISIONFinland Oy Helsinki Greece Atlas Copco Hellas AE Koropi
Oy Atlas Copco Ab Vantaa HongKong Atlas Copco China/Hong KongLtd HongKong
Oy Atlas Copce Kompressorit Al Vantaa Hungary Atlas Copco Hungary Kft Szigetszentmikids
OyAtlas Copee Tools Ab Vantaa India Atlas Copco (India) Ltd. Puine

France ABACFrance 5.A.5. Vafence EdwardsIndiaPrivateLtd Pune
AirCompresseur Service5.A.5. Saint-Ouen-L'Aumbne ISRAVISION INDIA Private Limited Mumbai
Atlas Copeo Applications IndustriellesS.AS. Cergy Pontoise LeyboldIndia PvtLtd. Pune
Atlas CopcoCrépelleS. A5, Lifle Perceptron Non-ContactMetrology
Atlas CopcoFrance Holding S.A. Cergy Pontoise Solutions PvtLtd Chennai
Atlas CopeoFrance SAS Cergy Pontoise Indonesia PT Atlas Copcolndonesia Jakarta
Edwards SAS Herblay Iraq Atlas CopcolragqLLC Erbil
ETS GeorgesRenault 5. AS. Saint-Herbfain Ireland Aas Copcolireland) Ltd. Dublin
EurochillerFranceS.a.r.l Neuve-Eglise (Villé} Atlas CopcoFinance DAC Dublin
ExlairS.AS. Saint Ouen L AdGmone Edwards Vacuum Technologylreland Ltd Dublin
LeyboldFrance SAS Bourg-LesValence Israel Edwardslsrael vacuumLtd Kiryat Gat
Location Thermique Service SA5 Camvin Haly ABAC AriaCompressa S.rl Robassomero
MultiAirFrance S.A.S Chambly Atlas CopcoBLMS.r. Milan
Ovity Air Comprimé 545 1o Mans Atlas CopeoltaliaS.rl. Milan
Perceptron EURL Montigny le Bretonneux CeccatoAria Compressa S.r.l Vicenza
SetiTecSAS, tagnes Coord3s.rl Brtizofo (TO}

Germany 3D-Shape Gmbh Frlangen EdwardsS.rl. Milan
ALUP-Kompressoren GmbH Reutlingen EurochillerS.r.l. Castefto dAgogna (Pv}
‘Atlas Copeo Beteiligungs GmbH » Fssen Fiac Professional Air CompressorsS.r.l. Bologna
Atlas CopcoEnergas GmbH * Cofogne FACS.I. Bologna
Atlas Copco Germany Holding AG Essen LeybolditaliaS.r. Milan
Atlas Copco Holding GmbH » Fssen MultiAir ltaliaS.r.l Ciniseffo Balsamo
Atlas CopcolASGmbH ™ Bretten VariscoSrl. Padova
Atlas Copcolndustry GmbH ? Essen VariscoWellpoints.rl. Padova
Atlas Copco Kompressoren und Drucklufttechinik Japan Atlas CopcoKK Tokyo
GmbH? Essen Edwards JapanLtd Chiba
Atlas CopcoPower Technique GmbH Essen Fuji Industrial Technique Co., Ltd. Osaka
Atlas Copco Technology GmbH ™ Essen ISRAVISIONJAPAN Co., Ltd Yokohama
Atlas Copco Tools Central Europe GmbH * Essen LeyboldJapan Co.Ltd. Kohoku-Ku,
DesoutterGmbH * Maintal Shin-Yokchama AK bldg Yokohama-Shi
DipotecGmbh Newstadta.d.Donau Perceptron Asia PacificLtd Tokyo
Edwards GmbH Kirchheim Kazakhstan Atlas Copeo AirPower Central AsiaLLP Afmaty
GPInspectGmbh Neuried Kenya Atlas CopecoEastern AfricaLimited Nairobi
@P SolarGmbH Neuried Latvia Atlas CopcoBaltic SIA Riga
IPVIndustrie-Pumpen Vertriebs GmbH Dresden®  Dresden Lebanon Atlas Copcolevant S.AL Beirut
|SRA Immobilie Darmstadt GmbH Darmstadt Luxembourg  Atlas CopcoFinance S.4.r.l. tuxembotirg
|SRAPARSYTEC GrbH Aachen laysi; Atlas Copco{Malaysia) 5dn. Bhd. Shah Alam
|SRA SURFACE VISION GmbH Herten Edwards Technologies Malaysia Sdn. Bhd. Puchong
ISRAVISIONAG Darmstadt Mexico Atlas CopcoMexicana S.A.de CV. Tlainepantla
ISRAVISION GImbH Darmstadt Desarrcllos Técnologicos ACMSAS. A . de CV. Tlainepantla
ISRAVISION Graphikon GmbH Bertin Desoutter Tools Mexico SA de CV Tlainepantla
ISRAVISIONLASOR Gmbh Bieloreld ISRAVISIONS. deR L. de C. Queretaro
ISRAVISIONPARSYTEC AG Aachen Scheugenpflug Mexico, S.deR.L.de CV. Guadalajara
|SRAVISIONPOLYMETRIC GrmbH Darmstadt Morocco Atlas CopcoMaroc 5A Casabfanca
KDS Kompressoren-und Druckluftservice GmbH * Essen Myanmar Atlas Copco ServicesMyanmar Co. Ltd. Yangon
LeyboldDresden GmbH Dresden Netherlands Alup Grassair Kompressoren By Oss
LeyboldGmbH Cologne Atlas CopcoBeheerBV. Zwijndrecht
LeyboldReal Estate GmbH? Colagne Atlas Copco Internationaal B, Zwijndrecht
Medgas-Technik GmbH Medical Technology ® Berndroth Creemers CompressorsB.Y. Oss
metronom Automation GmbH Mainz LeyboldNederland B.Y. Utrecht
Nano-Purification Selutions GmbH Krefeld PerceptronBY. The Haghe
Perceptron Gmbh Munich New Zealand  Atlas Copco(N.Z)Ltd. Auckland
PMH Druckuft GmbH ® Moers Exlair (N2) Limited Audkiand
QUISS Qualitats-Inspektionssysteme und Nigeria Atlas Copco Nigerialtd. Lagos
Service AG ™ Puchheim Norway Atlas Copco A/S Langhus
Scheugenpflug GmbH » Neustadta.d. Donau Atlas CopcoKompressorteknikk A/S tanghus
Schneider DruckluftGmbH Reutlingen Atlas CopcoTools A/S tanghus

Leinfelden- BeremaA/S tanghus

Synatec GmbH " Echterdingen
VisionExperts Gmbh Karfsruhe

™ For thebusinessyearending December 31, 2020 several German subsidiaries will make use of the §§ 264, 291 Handelsgesetzbuch
{German Commercial Code) exemption rules of filing theirown {consolidated) financial statements.
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A22. Related parties, continued

FINANCIAL STATEMENTS, PARENT COMPANY

Country/Area Company Location {City) Country/Area Company Location {City)
Pakistan Atlas CopcoPakistan (Private) Limited tahore United
Peru Atlas CopcoPeri S.AC. tima Kingdom Air Compressorsand Tools Limited Hemel Hempstead
Philippines Atlas Copco (Philippines) Inc. Binan Atlas CopcolASUK Limited Hlintshire
Poland ALUP Kompressoren Polskasp. 2.0.0. Janki Aas Copcoltd. Hemel Hempstead
Atlas CopcoPolskaSp.zo.o. Warsaw Atlas CopcoMedical Ltd. Staveley
Portugal Sociedade Atlas Copco de Portugal Atlas Copco UK Holdings Ltd. Hemel Hempstead
UnipessoalLda PortoSafvo EdwardsHigh VacuumInternational Ltd. Burgess Hiff
Romania Atlas CopcoRomaniaS.R.L. Bucharest EdwardsLtd. Burgess Hiff
Scheugenpflug S.R.L. Sibiu Isocool Limited EBraintree
Russia AirgruppLLC Moscow ISRAVISION Ltd. tondon
ISRAVISIONLLC Moscow ISRA VISIONPARSYTEC Ltd. Fastleigh
JSC Atlas Copco Moscow LeyboldUK Ltd. Chessington
Serbia Atlas Copco Srbijadoo Belgrade Nano-Purification SolutionsLtd. Newcastfe
Singapore Atlas Copco(South East Asia) Pte. Ltd. Singapore Perceptron MetrologyUK Ltd. Birmingham
Edwards Technologies Singapore PTE Ltd Singapore Tentecltd. Birmingham
Leybold Singapore Pte Ltd Singapore ‘WalkerFiltrationLtd. UK Washington
Slovakia Atlas Copcos.r.o Bratisfava US.A. Air & Gas Solutions LLC Charlotte
ISRAVISIONS.I.0. Bratistava Atlas Copeo Compressors LLC RockHill
Perceptron Slovenskos.r.o. Bratistava Atlas Copco ComprtecLLC Voorheesville
Schneider Airsystemss.r.o. Nitra Atlas CopcolASLLC Auburn Hilfs
Slovenia Atlas Copcod.o.o. Trzin Atlas CopcoMafi-Trench Company LLC Santa Maria
South Africa Atlas CopeoIndustrial Scuth Africa (Pty) Ltd Boksbtirg Atlas CopcoMorth AmericaLLC Parsippany
Rand Air South Africa (Pty) Ltd Boksbtirg Atlas CopcoRental LLC Laporte
SouthKorea Atlas CopcoKorea Co., Ltd. Seongnanm Atlas Copco Tools & Assembly Systems LLC Auburn Hilfs
CPTeolsKerea Co., Ltd. Anyang Atlas Copco USA Holdings Inc. Parsippany
CSKInc. Yongin BeaconMedaes LLC RockHifl
Edwards Korealtd Cheonan CHSpencerLLC Saittake City
ISRAVISIONKorea Co. Ltd Seout Chicago Pneumatic International Inc. RockHill
Leybold Korea Ltd Bundang Chicago Pneumatic Tool Company LLC RockHill
Spain Aire ComprimidoIndustrial Iberia, S.L. Madrid CSKTSInc Austin
Atlas CopcoS.ALE. Madrid Dekker VacuumTechnelogies Inc Michigan City
GruposElectrégenos Europa, S.A. Zaragoza Edwards Vacuum, LLC Witmington
Leybold Hispanica S.A. Cornelffa de tiobregat Henrob Corporation New Hudson
Perceptronlberica, S.L. Barcefona ISRA SURFACE VISIONInc. Berkeley Lake
Photonfocus Spain, S.L. Barcefona ISRA VISIONPARSYTEC Inc. Berkeley Lake
Sweden Atlas Copco Compressor AB Nacka ISRA VISIONSYSTEMS Inc. Auburn Hilfs
Atlas Copeo Industrial Technique AB Nacka LeyboldUSAInc. Witmington
Atlas Copeo Jarla Holding AB Nacka Mid-South Engine & Power Systems LLC White Oak
Atlas CopcoMackaHolding AB Nacka Nowvac Inc. Parsippany
Atlas CopeoSickla Holding AB Nacka Perceptroninc. Plymouth
Industrialnsurance CompanyLtd Industria PerceptronGlobal Inc. Plymouth
Forsakringsak tieholag Nacka Perceptron Software Technology, Inc. Plymouth
Switzerland Atlas Copco (Schiweiz) AG Studen Powerhouse Equipment & Engineering Co. Inc. Defanco
Leybold Schiweiz AG Steinhausen Pewer Technique North America LLC RockHill
Medgas-Technik Schweiz AG Sankt-Gallen Quincy CompressorLLC Bay Minette
Photonfocus AG Lachen Scheugenpfluginc Kennesaw
ServatechnikAG Oftringen VacuumTechnique LLC Michigan City
Taiwan Atlas Copco Taiwan Ltd. Taoyuan WalkerFiltration Inc. US Frie
CSKTinc Jubei 1} Atlas CopcoVenezuelaSA Vafencia
Edwards Technologies Ltd Jhunan Vietnam Atlas Copeo Vietnam CompanyLtd. Hanol
LeyboldTaiwanLtd Hsin-Chu Zambia Atlas Copco Industrial Zambia Limited Kitwe
Thailand Atlas Copco(Thailand) Limited Bangkok
Turkey Atlas Copco MakinalarilmalatAS Istanbuf
Chicago Pneumatic Endustriyel Uriinler
TicaretAS§ Istanbut
DostKompressr Endiistri Makinalanimal
BakimveTicaretAS§ Istanbut
Ekemak Endilstriyel KompresérMakine
Sanayive Ticaret A.§ Istanbut
ISRAVISIONYAPAY GORMEVE OTOMASYON
SAN.VETIC AS. Istanbut
Ukraine Atlas CopcoUkraine LLC Kiev
United Arab
Emirates Atlas CopcoMiddle EastFZE Dubai
Atlas Copco 2020 121

04.08.2022 kl 12:32

Brgnngysundregistrene

Side 143 av 164



__- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 910324381

Signatures of the Board of Directors

The Parent Company financial statements have been prepared in accordance The administrationrepcrt for the Group and Parent Company provides
with generally accepted accounting principles in Sweden and the consolidated atrue and fair overview of the development of the Group’s and Parent
financial statements have been prepared in accordance with International Company’s business activities, financial positiocn and results of operations
Accounting Standards as prescribed by the European Parliament and the aswell asthesignificant risks and uncertainties which the Parent Company
Regulation {EC) No 160672002 dated July 19, 2002 on the application of Inter- andits subsidiaries are exposed to.

national Accounting Standards. The Parent Companyfinancial statements and The Annual Report alsc contains the Group’s and Parent Company’s

the consolidated financial statements give a true and fair view of the Parent statutory sustainability report in accerdance with the Swedish Annual
Company’sand the Group’s financial position and results of operations. Accounts Act, Chapter 6, Secticn 11,see page 19.

Nacka, March 3, 2021
Atlas Copco AB

Hans Straberg staffan Bohman
Chair Board member
Ichan Forssell AnnaOhlsson-Leijon Mats Rahmstrém
Board member Boardmember Board member
President and CEQ
Peter Wallenberg Ir Mikael Bergstedt
Board member Board member
Unionrepresentative

Ourauditreportwas submitted on March 3, 2021
Ernst & Young AB

Erik Sandstrém

Authorized Public Accountant

Tina Donikowski

Board member
Gordon Riske
Board member
Benny Larsson
Board member

Union representative

Atlas Copco AB is required to publishinformationincluded in this annual reportin accordance with
the Swedish Securities Market Act. Theinformationwasmade publicon March 11,2021.
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Audit report

To the annual general meeting of the shareholders of Atlas Copco AB

Corporate identity number 556014-2720

Report on the annual accounts and consolidated accounts

Opinions

wWe have audited the annual accounts and consolidated accounts of Atlas Copco
AB (publ)except for the corporate governance statement on pages 51-60and
the quarterly dataon page 79 for theyear 2020. The annual accounts and con-
solidated accounts of the company areincluded cn pages 13-38, 44—-48 and
61-122inthis document.

Inour opinion, the annual accountshave been prepared in accordance with
the Annual Accounts Actand present fairly, in all material respects, the financial
position of the parent company as of 31 Decermber 2020 and its financial perfor-
mance and cash flow for the yearthenendedin 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 cf the group as of 31 December 2020 and their finandal per-
fermance and cash flow for the year then ended in accordance with Interna-
tional Financial Reporting Standards (IFRS), as adoptedbythe EU, and the
Annual Accounts Act. Our opinions do not cover the corporate governance
statement on pages 51-60 and the quarterly dataonpage 79. The statutory
administration reportis consistent with the other parts of the annual accounts
and consclidated accounts.

we thereforerecommendthat the general meeting of sharehclders adopts
the income statement and balance sheet forthe parent company andthe group.

Gur opinionsin this report on the annual accounts and consolidated
accounts are consistent with the content of the additional report thathas been
submitted to the parent company’s audit committee in accordance with the
Audit Regulation (537/2014) Article 11.

Basis for Opinions
We conducted our auditin accordance with Internaticnal Standards on Audit-
ing {ISA) and generally accepted auditing standards in Sweden. Our responsibil -
ities under those standards are further described in the Auditer’s Respensibili-
ties section. We areindependent of the parent company and the group in accor-
dance with professicnal ethics for accountants in Sweden and have otherwise
fulfilled our ethical responsibilities in accordance with these requirements.
Thisincudes that, based onthe best of our knowledge and belief, no prohibited
servicesreferredto in the Audit Regulation (537/2014) Article 5.1 have been
provided to the audited company or, where applicable, its parent company orits
controlled companies withinthe EU.

wWebelieve that the auditevidence we have obtainedis sufficient and appro-
priate to provide a basis for our opinions.

Key Audit Matters
Key auditmattersof the audit are those matters that,in our professional judg-
ment, were of most significance in cur audit of the annual accountsand consoli-
dated accounts of the current period. These matters were addressedinthe con-
text of our audit of, and informing our opinion thereon, the annual accounts
and consolidated accounts as awhole, butwe do not provide a separate opinion
on these matters. Foreach matter below, our description of how our audit
addressed the matteris provided inthat context.

wehave fulfilled the responsibilities described in the Auditor’s responsibili-
ties for the audit of the financial statements section of ourrepoert,indudingin
relation to these matters. Accordingly, our auditincluded the performance of
procedures designed to respond to our assessment of the risks of material mis-
statement of the financial statements. Theresults of ouraudit procedures,
including the procedures perfermedte address the matters below, provide the
basisforour audit opinion on the accompanying financial statements.

Accounting for business combinations
Description
Inthefiscal year 2020, Atlas Copco made 12 acquisitichs for atotal consideraticn
of 14.1 billion SEK. The acquired assets and liabilities must be separatelyidenti-
fied and valued at fairvalue atthe date of the acquisition. For acquired assets and
liabilities forwhich there is no active market managementmustapply valuation
models and significant estimates in order to determine the fairvalue.

Disclosures related to the group’s accounting principles, significant account-
ing estimates and judgements are provided innote 1 and note 2 contains disclo-
suresrelatedto the acquisitionsmade.

Based on thesignificance of the acquisitions and the high degree of manage-
ment estimate required to account forthese matters, we have assessed the
accounting for business combinations as a key audit matter in our audit.

How our audit addressed this key audit matter
As partof our auditwe have evaluated the group’s processes related to the
accounting of business combinaticns. We have reviewed the purchase agree-
ments and audited the purchase price allocations for all significant acquisiticns.

With support from ourinternal valuationspecialists, we have assessed the
valuaticnmedels applied and the significant estimates used when accounting
forthebusiness combinations. The models and estimates have been tested by
comparing them to historical cutcome, future cash flow forecasts as well as
external sources and established valuation techniques. Furtherwe have per-
formed sensitivity analyzes for significant estimates as well as benchmark
COMparisons.

Finally, we have assessed the appropriateness of the disclosures providedin
the annual report.

Valuation of goodwilf

Description

AtDecember 31, 2020, the total value of goodwill amountste 28.9 billion SEK
andisallocated to the group’s different cash generating units. Goodwill must be
tested forimpairment at least annually orwhenever there areindicators of
impairment. The testis carried out by comparing the recoverable amount to the
carrying value. To calculate the recoverable amount management apply signifi-
cantjudgment and estimates regarding future cash flows, perpetual growth
rate and discountrates. The impairment testsfor 2020 did notresult in any
impairment write off.

Disclosures related to the group’s accounting principles, significant account-
ing estimates andjudgements are provided innote 1 and disclosuresrelated to
goodwilland theimpairment test performed isprovided innote 12.

Based on carrying value of the gocdwill and the high degree of management
estimate required to perform theimpairment tests, we have assessed the
accounting for the valuation of goedwill as akey audit matterin our audit.

How our audit addressed this key audit matter
linthe audit, we have evaluated the group’s process for conductingimpairment
tests. Based on established criteria, we have examined how the group identifies
cash-generating units.

with support from our internal valuation specialists, we have evaluated the
valuationmethodsused. we have assessed the reascnableness of assumptions,
conducted sensitivity analysis, and compared them to historical cutcomes as
well as external sources and industry benchmarks.

Finally, we have assessed the appropriateness of the disclosures providedin
the annual report.

Revenue recognition
Description
The group recognize revenue from awide range of geographical markets and
therevenues are generated from preduct- and preduct related offerings rang-
ing from equipment, service and rental to the customers. The appropriate tim-
ing of revenue recognition can vary from a pointintime torecognition over
time. Judgementmaybe requiredin assessing if control has been transferred to
the customer and to determine the satisfaction of perfermance cbligations.
The group’s decentralized organization where revenues are generated from
alarge number of subsidiaries further increases the complexity of ensuring that
therevenue recognition principles are consistently applied across the group.
Disclosuresrelated to the group’s accounting principles, critical accounting
estimates andjudgement are provided inncte 1andnote 4 provides disclosures
regarding revenue disaggregated by operating segment and geography.
Based on the above, we have assessed the revenue recognition as a key audit
matterin cur audit.

How our audit addressed this key audit matter

In our audit we have assessed the group’s processes for revenue recognition.
Further, we havereviewed the group’s accounting manual and assessed
whetherthe policies for revenue recognition are in accerdance with the applica-
ble accounting standards.
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Audit report, continued

‘We have obtained an understanding of the different types of significant reve-
nue contracts and evaluated the identified performance obligations and deter-
minations made regarding when performance obligations are considered satis-
fied. Inaddition, we have performed detailed revenue transaction testing and
revenue dataanalytical procedures to assess the revenue recognition.

Wehave assessed the appropriateness of the disclosuresprovided in the
annual report.

Accounting forincome taxes

Description

Atlas Copeoisa global group with subsidiaries world-wide. The accounting for
income taxes requires adherence to local tax legislation which often can be
complexand allow for differentinterpretations and judgement. The group’s
subsidiaries are regularly subject to tax auditsinwhich thelocal tax authorities
might challenge the group’sinterpretation of the local legislation.

Ininstances where the tax authorities are of a different opinicn of howto inter-
pretthe taxlegislation the outcome s often dependent on negotiations with the
local tax authorities orlegal proceedings. In orderto account forincome taxes in
these instances, management may have to apply significant estimates. Changes
tothese estimates can have amaterial effect ontheincome taxreported.

Disclosures related to the group’s accounting principles, critical accounting
estimates and judgement are provided in note 1 and disclosures related to taxes
areprovided innote 9.

Based on the above, we have assessed accounting forincome taxes as akey
auditmatterin our audit.

How our auditaddressed this key audit matter
we have evaluated the group’s processforaccounting forincome taxes. We
have reviewed communication between Atlas Copco and the tax authorities for
significant uncertainincome tax matters. Ourinternal tax specialists have been
engaged to evaluate the assessments and interpretaticnsmade by the group.
we have also assessed the reasonability of the accounting forthese matters by
comparisonsto histerical outcome insimilar cases and by cbtaining assess-
ments from the group’s external tax advisors where appropriate.

Wehave assessed the appropriateness of the disclosuresprovided in the
annual report.

Other information than the annual accountsand consolidated accounts
This document alsc contains other information than the annual accounts and
consolidatedaccounts andisfound on pages 1-12,39-43, 49-50and 126-141.
The Board of Directors and the Managing Directorareresponsible for thisother
information.

Ouropinion on the annual accounts and consolidated accounts doesnot
coverthis otherinformation and we do not express any form of assurance con-
clusicn regarding this other information.

Inconnection with our audit of the annual accounts and consolidated
accounts, curresponsibility is to read theinformaticonidentified above and
consider whetherthe informationis materially inconsistent withthe annual
accounts and censclidated accounts. Inthis procedure we alse take into account
ourknowledge otherwise cbtained inthe audit and assess whether the infor-
mation otherwise appears to be materially misstated.

If we, based on the work performed concerningthis information, conclude
that there is a material misstatement of this other information, we are required
toreportthat fact. We have nothing toreportinthisregard.

Responsibilities of the Board of Directorsand the Managing Director
The Board of Directors and the Managing Director are responsible for the prepa-
ration of the annual accounts and censolidated accountsand that they give a
fair presentation in accerdance with the Annual Accounts Act and, concerning
the consolidated accounts, in accordance with IFRS as adopted by the EU. The
Board of Directors and the Managing Director are also responsible forsuch
internal control as they determineis necessary to enable the preparation of
annual accounts and consolidated accounts that are free frem material mis-
statement, whether dueto fraud orerror.

Inpreparing the annual accounts and consolidated accounts, The Board of
Directors and the Managing Director are responsible for the assessment of the
company’sand the group’s ability to continue as a going concem. They disclose,
as applicable, mattersrelatedto 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 Birectorintends to liquidate
the company, to cease operations, or has norealistic alternative butto do so.

Atlas Copco 2020

The Audit Committee shall, without prejudice to the Board of Directer’s
responsibilities and tasksingeneral, among otherthings oversee the company's
financial reporting process.

Auditor’s responsibility

Ourobjectives are to obtain reasonable assurance about whether the annual
accounts and consclidated accounts as a whole are free from material misstate-
ment, whether dueto fraud orerrcr, and toissue an auditor’s report that
includes our opinions. Reasonable assuranceis a high level of assurance, but is
nota guaranteethat anaudit conductedin accordance with ISAs and generally
accepted auditing standards in Sweden will always detect amaterial misstate-
mentwhenitexists. Misstatemnents can arise from fraud or error and are consid-
ered material if, individually orin the aggregate, they could reascnably be
expected to influence the economic decisicns of userstaken on the basis of
these annual accounts and consolidated accounts.

Aspartofanauditinaccordance with ISAs, we exercise professional judgment
and maintain professicnal skepticism throughout the audit. Wealsc:

» Identify and assess therisks of material misstatement of the annual accounts
and consclidated accounts, whether due to fraud or error, design and per-
form audit procedures responsive to those risks, and cbtain audit evidence
thatissufficientand appropriate to provide abasis for cur opinions. The risk
of not detecting a material misstatement resulting from fraud is higher than
foroneresulting from error, asfraud may involve collusion, forgery, inten-
tional omissions, misrepresentaticns, or the override of internal control.

* Obtainanunderstanding of the company’sinternal control relevant to our
auditin orderto design audit procedures that are appropriate in the circum-
stances, but not for the purpose of expressing an opinion on the effective-
ness of the company’sinternal control.

* Evaluate the appropriateness of accounting policies used and the reason-
ableness of accounting estimates and related disdosures made by the Board
of Directors and the Managing Director.

+ Concludeonthe appropriateness of the Board of Directers’ and the Manag-

ing Director’s use of the going concernbasis of accounting in preparing the

annual accounts and consolidated accounts. We also draw aconclusion,
based onthe audit evidence obtained, astc whether any material uncer-
tainty existsrelated to events or conditions that may cast significant doubt
on the company’sand the group’s ability to continue as a going concern. If
we conclude thatamaterial uncertainty exists, we arerequired to draw
attention in our auditor’sreport to the related disclosuresinthe annual
accounts and censolidated accounts cr, if such disclosures areinadequate, to
modify our opinion about the annual accounts and censolidated accounts.

Our conclusions are based onthe audit evidence cbtained up to the date of

our auditor’s report. However, future events or conditions may cause a com-

pany and a group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the annual

accounts and consolidated accounts, including the disclosures, andwhether

the annual accounts and consclidated accounts represent the underlying
transactions and events in amanner that achieves fair presentation.

* Obtainsufficientand appropriate auditevidence regarding the financial
information of the entities or business activities within the group to express
an opiniononthe consolidated accounts. We are responsible for the direc-
tion, supervision and perfermance of the group audit. We remain sclely
responsible for our opinions.

We mustinform the Board of Directors of, among other matters, the planned
scope and timing of the audit. We must alsc inform of significant audit findings
during our audit, including any significant deficiendes ininternal control that
we identified.

We must also provide the Board of Directors with astatement that we have
compliedwith relevant ethical requirements regarding independence, and to
communicate with them allrelaticnships and other matters thatmay reason-
ably bethoughttobear on curindependence, and where applicable, related
safeguards.

From the matters communicated with the Board of Directors, we determine
those matters that were of mostsignificance in the audit of the annual accounts
and consolidated accounts, including the mostimportant assessed risks for
material misstatement, and are therefore the key audit matters. We describe
thesemattersinthe auditer'srepertunlesslaw orregulation predudes disclo-
sure aboutthe matter.
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Audit report, continued

Report on other legal and regulatory requirements

Opinions

In additionto our audit of the annual accounts and consolidated accounts,

we have also audited the administration of the Board of Directors and the
Managing Director of Atlas Copco AB {publ) for the year 2020 and the proposed
appropriations of the company’sprofitorloss.

Werecommend to the general meeting of shareholders that the profitbe
appropriated (loss be dealt with)in accordance with the proposal inthe statu-
tory administration reportand that the members of the Board of Directorsand
the Managing Director be discharged from liability for the financial year.

Basis for opinions
We conducted the auditin accordance with generally accepted auditing
standardsin Sweden. Ourresponsibilities under those standards are further
described inthe Auditor’s Responsibilities section. We areindependent of the
parentcompany and the groupin accordance with professional ethics for
accountants inSweden and have otherwise fulfilled our ethical responsibilities
inaccordance with these requirements.

wWebelieve that the auditevidence we have obtainedis sufficient and appro-
priate to provide a basis for our opinions.

Other matters

The audit of the annual accounts for 2019 was performed by another auditor
who submitted an auditor’s report dated 28 February 2020, withunmodified
opinions inthe Reporton the annual accounts.

Responsibilities of the Board of Directors and the Managing Director
TheBoard of Directors isrespensible for the propesal for appropriaticns of the
company’s profitorloss. Atthe proposal of adividend, thisincludes an assess-
ment of whether the dividend is justifiable considering the requirements which
the company’s and the group’s type of operations, size and risks place on the
size of the parent company’s and the group’s equity, consolidation require-
ments, liquidity and position in general.

The Board of Directorsisrespensible for the company’s organization and the
administration of the company’s affairs. Thisincludes among other things con-
tinuous assessment of the company’sand the group’s financial situation and
ensuringthat the company’s organization is desighed so that the accounting,
management of assets and the company’s financial affairs otherwise are con-
trolledin areassuring manner. The Managing Director shallmanage the ongo-
ing administration accerding to the Board of Directors’ guidelinesand instruc-
tions and among other matters take measuresthat are necessary to fulfill the
company’s accounting in accordance with law and handle the management of
assetsinareassuringmanner.

Auditor’s responsibility

Our objective concerning the audit of the administration, and thereby cur
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 orthe Managing Director in any material respect:

+ hasundertaken any actionor been guilty of any cmission which can giverise
1o liability to the company, or

* inany otherway hasacted in contravention ofthe Companies Act, the
Annual Accounts Act orthe Articles of Association.

Our objective concerningthe audit of the proposed appropriations of the
company’s profitorloss, and thereby our cpinicn about this, is to assess with
reasonable degree of assurance whether the propesal isin accordance with the
Companies Act.

Reasonable assuranceis a high level of assurance, butisnct aguarantee that
an audit conducted in accerdance with generally accepted auditing standards
in Swedenwill always detect actions or omissions that can give rise to liability to
the company, or that the propesed appropriations of the company’sprofit or
lossare notin accordance withthe Companies Act.

Aspartof an auditin accordance with generally accepted auditing standards
in Sweden, we exercise professional judgment and maintain professicnal skepti-
cism throughout the audit. The examinaticn of the administraticn and the pro-
posed appropriations of the company’sprofit orloss is based primarily on the
audit of the accounts. Additional audit precedures performed are based on our
professional judgment with starting point inrisk and materiality. Thismeans
thatwefocus the examination cnsuchactions, areas andrelationships that are
material for the operations and where deviations and violations would have
particularimportance for the company’s situaticn. We examine and test deci-
sions undertaken, support for decisions, actions taken and othercircumstances
that are relevant to our cpinion concerning discharge from liability. As a basis for
our opinion on the Board of Directers’ proposed appropriations of the compa-
ny’s profitorloss we examined the Board of Directors’ reasoned statement and
a selectionof supporting evidencein order tc be able to assess whether the pro-
posal isin accordance with the Companies Act.

The auditor’s examination of the corporate governance statement
The Board of Directors isresponsible forthat the corporate governance state-
mentonpages 51-60hasbeenprepared inaccordance with the Annual
Accounts Act.

Ourexaminaticn of the corporate governance statementis conducted in
accordance with FAR s auditing standard RevU 16 The auditor s examination of
the corporate governance statement. This means that our examination of the
corporate governance statementis different and substantially lessinscope than
an audit conducted in accordance with International Standards on Auditing and
generally accepted auditing standards in Sweden. We believe that the examina-
tion has provided uswith sufficient basis for our opinicns.

Acorporate governance statement hasbeen prepared. Disclosuresin accor-
dance with chapter 6 section 6 the second paragraph points 2-6 of the Annual
Accounts Actand chapter 7 section 31 the second paragraph the same law are
consistent with the other parts of the annual accounts and consolidated
accounts and arein accordance with the Annual Accounts Act.

Ernst & Young AB with Erik Sandstrém as auditorin charge, Box 7850, 103 99
stockholm, was appointed auditor of Atlas Copco AB by the general meeting of
theshareholders on April 23, 2020 and has been the company’s auditor since
April 23, 2020.

Stockholm, March 3, 2021
Ernst & Young AB

Erik Sandstrém

Authorized Public Accountant
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Financial definitions*

Reference is made in the Annual Report to a number of financial performance measures which are not de-
fined according to IFRS. These performance measures provide complementary information and are used to
help investors as well as Group Management analyze the company’s operations and facilitate an evaluation
of the performance. Since not all companies calculate financial performance measures in the same manner,
these are not always comparable with measures used by other companies. These financial performance
measures should therefore not be regarded as a replacement for measures as defined according to IFRS.

Adjusted operating profit
Operating profit {earnings beforeinterest and tax),
excluding items affecting comparability.

Adjusted operating profit margin
Operating profit margin excl. items affecting
comparability.

Average number of shares outstanding

The weighted average number of shares cutstand-
ing before or after dilution. Sharesheld by Atlas
Copco are notincludedinthe number of shares out-
standing. The dilutive effects arise from the stock
optionsthatare settledin shares orthat at the
employees’ choice can be settledin shares or cash
inthe share based incentive programs. The stock
options have adilutive effectwhenthe average
share price during the period exceedsthe exercise
price cf the opticns.

Capitalemployed

Average total assetsless non-interest-bearing
liabilities/provisions. Capital employed for the
business areas excludes cash, taxliabilities and
taxreceivables.

Capital employed turnover ratio
Revenues divided by average capital employed.

Capital turnover ratio
Revenues divided by average total assets.

Debt/equity ratio
Netindebtednessin relation to equity, including
non-controlling interests.

Dividendyield
Dividend divided by the average share price quoted.

Earnings pershare

Profit for the period attributable to owners of the
parent divided by the average number of shares
outstanding.

EBITDA - Farnings Before interest, Taxes,
Depreciation and Amortization

Operating profit plus depredation,impairment
and amortization.

EBITDA margin
EBITDA as apercentage of revenues.

Equity/assets ratio
Equityindudingnon-centrollinginterests,
asapercentage of total assets.

Equity pershare
Equityindudingnon-centrollinginterests divided
by the average number of shares cutstanding.

ltems affecting comparability

Restructuring costs, capital gains/losses, impair-
ments, changesin provision for share-related long-
term incentive program and otheritems with the
character of affecting comparability.

Net cash flow
Changeincash and cash equivalents excluding
currency exchange rate effects.

Net debt/EBITDA ratio
Netindebtednessinrelationto EBITDA.

Net indebtedness/net cash position
Borrowings plus post-employment benefits
minus cash and cash equivalents and other current
financial assets, adjusted for the fair value of
interestrate swaps.

Net interest expense
Interestexpense lessinterestincome.

Operating cash flow

Cash flow from operations and cash flow from
investments, excluding company acquisitions/
divestmentsand currencyhedgesof loans.

Operating cash surplus

Operating profitadding back depreciaticn,
amortization and impairments as well as capital
gains/losses and cther non-cashitems.

Qperating profit

Revenuesless all costs related to cperations, but
excluding netfinancial items and income tax
expense.

Operating profit margin
Operating profit as apercentage of revenues.

* Atlas Copco haschosento presentthe company’s alternative performance measuresin accordance with
the guidance bythe European Securities and Markets Authority (ESMA) in a separate appendix.
The appendixis published cn www.atlascepcogroup.com/en/investor-relations/key-figures/financial -definitions
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Organic growth

Salesgrowth that excludes translaticn effects
from exchangerate differences, and acquisitions/
divestments.

Profit margin
Profitbefore tax as a percentage of revenues.

Return on capital employed (ROCE)
Profitbefore tax plusinterest paid and foreign
exchange differences {for businessareas: operating
profit)asa percentage of capitalemployed.

Returnonequity

Profitfor the period, attributable to owners of the
parent as a percentage of average equity, excluding
nen-contrelling interests.

Total return to shareholders
Share price performanceincluding reinvested
dividends and shareredemptions.

Weighted average cost of capital (WACC)
interest-bearing liabilities x i
+market capitalization xr
interest-bearing liabilities
+market capitalization

i: An estimated averagerisk-free interestrate
of 4% plus a premium of 0.5%.
An estimated standard taxrate has been applied.
r: An estimated average risk-free interest rate of
4% plusan equityrisk premium of5%.
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Sustainability notes

SUSTAINABILITY NGTES

Atlas Copco’s mission is to achieve sustainable, profitable growth. The sustainability reportis an integrated
part of the Group’s annual report. The sustainability notes on the following pages, incdlude complementary
information about the materiality analysis, stakeholder dialogue, governance, results and reporting principles.

CONTENTS

Matenrality analysis and stakeholder engagement 127 Envircnmental compliance 130
Stakeholders, key topics and dialogue 127 Employment 13
Sustainability impacts and risks 128 Occupaticonal health and safety 131
Material topics and beundaries 129 Human rights assessment 131
sustainability governance 129 Diversity and inclusion 132
External initiatives and memberships 129 Taxes 132
Economic performance 130 Responsibility in the value chain 132
Anti-corruption 130 Product responsibility 133
Environmental management systems 130 About the sustainability report 134
Energy consumption 130 GRI content index 134

Materiality analysis and stakeholder engagement

Atlas Copce’s sustainability report should provide stakeholders with relevant
information about the Group’s economic, environmental and sccialimpact. In
defining the report content, Atlas Copco applies Glokal Reperting Initiative’s
{GRl)reporting principles on stakeholder inclusiveness, sustainability context,
materiality and completeness.

Atlas Copco’s Business Code of Practice defines the Group’sfive key stake-
holders, and each group are consulted for the materiality mapping process.
Stakeholders are defined as those who can be significantly affected by the
Group’s operaticons. Internal stakeholders include functions such as research
and development, legistics, human resources and purchasing. For external
stakeholders’ input, Atlas Copco directly and indirectly engages with interna-
tional NGOs, unions, key investors, civil society and business advocacy groups,
customers and business partners. This stakeholder-driven approach takes inspi-
ration from the GRI’s guidance for materiality and the materiality process is
summarized on the Group’s website www.atlascopcogroup.com.

Amateriality analysis is done regularly, involving internal and external stake-
holders through surveys and interviews. A survey asking stakeholders to priori-
tize aset of pre-definedissues is posted on the intranet and spread externally in
orderto capture abroad array of stakeholder views. In-depthinterviews with
stakeholder groups such as customers, employees, investors, NGOs, peers and
boardmembers complement the survey. Theresultis discussed ininternal work-
shopswith for example the specialist safety, health, envirenment and quality
functions and isreviewed by Group Management.

Atlas Copco usesthe stakeholder inputtogetherwith UN Global Compact’s
ten principles, mapping ofthe business’ impact on the UN Sustainable Develop-
mentGeals, andrisk and opportunity assessments based on the business strategy
todefine the Group's significant environmental, economic and socialimpact.
Theresult of the materiality processis used in the review of the Group's focus
areas for sustainability. The analysis also served asinput to the formulation of
the KPIsand goals, as presented on page 6, thatmeasure Atlas Copco’s progress
since 2019. A renewed materiality analysis will be undertaken during 202 1.

Stakeholders and their key topics and concerns
Asaglobal Group,itisvital for Atlas Copco to ensure accountability forits

actual andpotentialimpact onstakeholders.

For external stakeholders’ input, Atlas Copco engages withinternational
NGOs, unions, keyinvestors, civil scciety, customers and business partnersin

a number of ways, both directly and indirectly.

Stakeholder
group Keytopics and concerns Dialogue form
Customers —Product safety —Customer visits
—Productinnovation —Customer surveys and
—Resourceefficientproducts  interviews
—Climate and environmental ~ —Customer events
impact —Website
Investors, —Financial targets —Investor meetings
analysts, —Growth —Capital market days

shareholders _; management

—Business ethics

—Annual general meeting
—Website

Employees —Healthand safety —Yearly appraisal
—Working conditions —Employee surveys
—Cempetence development  —Work councils
—Cempensationand benefits  —Employee representatives
ontheBoard
Society —Climate andenvironmental  —Membershipsin
impact international
—Social and environmental collaborations and
compliance industryinitiatives
—Human rights —Local engagement
—Labormarketissues —Website
—Surveys and interviews
Business —0ccupational health and —Collaboraticns with
partners safety suppliers
—Labor conditions —On-site evaluation and
audits

—Human rights
—Business ethics

—Surveys and interviews
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SUSTAINABILITY NGTES

Sustainability impact and risks in the value chain

Understanding our sustainabilityimpact and risks throughout the value chain helps us choose the right acticns to handle them. The

table below shows where curimpact takesplace, the correspending risks and examples of how we work to minimize them.

Business partners

IMPACT

Ourown operations

Customers

Atlas Copeo has alarge supplier base and purchased
components account for about 75% of the product cost.
The choice of suppliersistherefere of greatimpoertance
forthe Group’simpact from a secial and environmental
perspective. The collaboration with business partners and
the supplier requirementsaim to protect Atlas Copco from
risks and promote betterstandards in society.

Atlas Copco has global operations with manufacturingand
employeesin alarge number of countries. Insome of these,
thereis a highrisk of humanrightsviclations, corruption,
and non-compliance. Impact can mainly be linked to the
business’ (induding preducts’) dimate and environmental
impact, employees’ working conditions, including health
and safety.

Atlas Copco’s customers demand
innovative, high-quality products that
areresource and energy efficient, safe
and ergonomic. Themainpartof the
products’ climateimpact occurs when
they are beingused.

RISKS

— Business partners notliving up to humanrights
standards, such asworking conditions and the freedom
of association

- Business partners who do not live up to the principles
of ethical business, for example regarding corruption

—Risk that purchased components are netproducedin
asustainable way, forexamplethe presence of conflict
minerals, or that components have a large carbon
footprint

—Climate- or environmental -related events causing
disruptionsinthe supply or distribution chain

—Insufficient standards regarding employee safety and
health

—Viclations of humanrights, such asdiscrimination and
restrictions onfreedom of association

—Unethical behavior or corruption

—Manufacturing andtransportof productslead to
greenhouse gas emissions

—Envirecnmental impact from waste and emissions

—Climate- or environmental-related events causing
disruptions in operations or manufacturing

—Customers’ impactonthe
envirocnment, climate orhuman
rights and other socdial aspects

—Risks of sanctions
—Risks of corruption

ACTIVITIES

—Risk-based assessment of business partners, including
factors such as quality and social/envirenmental
responsibility

- Requirement that significant direct suppliers must
have an approved environmentalmanagement system

- Requirement that significant business partners must
sign andfollowthe Business Code

—Action plans developed togetherwith the supplierto
deal with shortcomings and deviations

—Employee training inthe Business Code of Practice,
and asystem forreporting violations

-Safety, health and environmental training for
business partners

—Global network of sub-suppliers reducing the
dependence onindividual suppliers

- Premoting international standards, such as
UN Global Compact

—Technology developmentin collaboration with
business partners

—Regular assessment of health and safetyrisks in Atlas
Copco’s operations

- Certification of major operating units according to
1S3 2001,150 14001 and OHSAS 18001/1SC 45001

—Training for all employees in the Business Code of
Practice,and a system forreportingviclations

—Follow-up and control throughinternal audits
—Safety and healthtraining

—Increased use of renewal energy and efforts to
decrease energy consumption

- Efforts to decrease waste volumesand toincrease
theshare of reused and recycled waste

—Efferts toreduce water consumption

—Reduceduse of air freightin faver of mere
environmentally friendly transport

—Applyinginternational standards and guidelines,
such asthe UN Global Compact

—Continuous develcpment of
productswithimproved ergonomics,
safety, energy efficiency and reduced
emissions

—Employee trainingin the Business
Code of Practice, and asystem for
reporting violations

—Evaluation of customers’
sustainability work and dialogue
with customersin complex
environments

-Collaborations with customers

o develop efficient, safe and
envircnmentally friendly scluticns
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Material topics and boundaries

Based onthemateriality analysesin 2015 and 2018, Atlas Copco has identified
material topics accerding to the GRI Standards framework. There were no signif-
icant changes to the material topics in 2020. Atlas Copco’s work impacts the dif-
ferent parts of the value chain as described in the table below.

Impacton Impacton Impacton
suppliers Atlas Copco customers
ECONOMICIMPACT
Economicperformance L ]
Anti-corruption [ ] L ] [ ]
ENVIRONMENTAL IMPACT
Energy and emissions [ ] L ] [ ]
Envircnmental compliance .
Supplier assessment L] L]
SCCIALIMPACT
Employment .
Occupaticnal health and safety L) L] L]
Training and education *
Diversity and inclusion *
Nen-discrimination .
Humanrights assessment [ ] L ] [ ]
Supplier assessment [ ] L )
Product responsibility [ ] L) [ ]
Socioeconomic compliance [ ] ]

Sustainability governance

The Board cf Atlas Copce has the overarching responsibility for the governance
of the company, indudingfinancial and non-financial goals and strategies. The
Board isalsothe owner of the Group’s Business Code of Practice which regulates
how Atlas Copco employees act towards each otherandin their relations to
stakeholders.

The Beard of Directors approves the focus areas for sustainability, aswell as
the related key performance indicators (KPIs), and goals. Progress in relation to
the Group KPIsis monitored quarterly by Group Management and annually by
the Board of Directors. Allmembers of Group Management areresponsible for
theimplementaticn of goals and strategies although the CEO has the ultimate
responsibility. The head of sustainability reports to the SvP Chief Communica-
tions Officer, whe is a member of Group Management.

Implementaticnismainly handled by the divisions, which are separate opera-
tional units, responsible for delivering results in line with the strategies and
objectives set by thebusiness area. The divisional presidents and general man-
agersareresponsibleforsafeguarding that targets are set as apart of the three-
yearplan, andthat they are followed-up and reported to the Group. The business
areas and divisions set quantified targets for delivering on the Group goals. The
annual report communicates the aggregatedresults on Group level.

Safety, Health, Environment and Quality (SHEQ) managers in the operational
entities, divisions and business areas play animportant role insupporting the
organization’ssustainability work. At corporate level, a sustainability team and
contraller provide coordination and support to the entire organization, working
closelywith a SHEQ representative from each business area. The Group SHEQ
council is chaired by a division president and consists of the SHEGQ managers for
each business area, the Vice President Sustainability for the Group, and repre-
sentatives for HR, Holding and controlling. The SHEQ council comes together
quarterly to discuss actions, policy and guidelines to support the organization to
reach setambitions.

SUSTAINABILITY NGTES

The Business Code of Practice

Atlas Copco’s Business Code of Practice is our guide te doing business ethically
and optimizing the social and envircnmental impact of cur cperations. Itis
designed to make sure that we always act with the highest ethical standards and
integrity. In cases where the Business Code of Practice is stronger than local laws
andregulations, we insist on following the Code. The Business Code of Practice
hasbeentranslated into 33 languages and it is based on the following interna-
tional standards and guidelines:

- United Nations Internaticnal Bill of Human Rights

— ThelLO Declaration cn Fundamental Principles and Rights at Work
— TheUnited Nations Global Compact

- The OECD Guidelines for Multinational Enterprises

Grievance mechanism

The Group promotes a culture of integrity through mutualrespect, trustin each
other, and high standards of ethicsin all businessinteractions. As of 2020, a new
misconductreporting system called “SpeakUp” is used. The system offers anon-
ymous reporting in more than 70languages and is accessible 24/7,viaa message
functionorlocal phene number. [t can be used by employees or external stake-
holdersto reportbehavior or acticns that are, or may be perceived as, violations
oflaws or of the Business Code of Practice. The Group's legal department han-
dles cases and initiatesinvestigations. The Group is positive to receiving reports
through the system and prometes it actively, internally and externally.

External initiatives and membership of associations

Atlas Copeo’s central guiding policy, the Business Code of Practice, supports the
United Naticns International Bill of Hurman Rights, The Internaticnal Labour
Organization Declaration on Fundamental Principles and Rights atWork, and
The OECD Guidelinesfor Multinational Enterprises.

Since 2008, Atlas Copco is asignatory to the UN Global Compact, astrategic
policyinitiative for businesses that are committedto aligning their operations
and strategies with ten universally accepted principlesin the areas of human
rights, labor, environment and anti-corruption.

Atlas Copcois amember of the Swedish Leadership for Sustainable Develop-
ment, a business netwerk foraccelerating the implementaticn of the Sustainable
Development Geals, coordinated by the Swedish International Development
Cooperation Agency.

Atlas Copcois also active in anumber of international crganizations and
industry collaborations and initiatives, such as the Steckholm Chamber of Com-
merce, the International Council of Swedish Industry, Transparency Internaticnal
Ssweden, the Association of Swedish Engineering Industries, the European Com-
mittee of Manufacturers of Compressors, Vacuum Technology, Pneumatic Tocls,
Air Treatment Equipment and Condensate Treatment Equipment and the
Respensible Minerals Initiative. While the general objectives of the organiza-
tions are in line with Atlas Copco’s interests, there may be differences of opinion
regarding specificissues. The membership does notindicate that Atlas Copco
endorses all actions or policy statements made by the respective organization.

Ownership and
accountability

The
Board
Long and Feedback
short-term on ambition
targets Group level and results
Management

Business areas

Divisions

Entities
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ECONOMIC IMPACT

Economic performance

Diracteconomic value generated and distributed

Atlas Copeo creates employment and financial stability through subcontracting
manufacturing and other activities. The Group’s shareholders and crediters
provide funds tofinance the assetbase thatis used to create eccnomicvalue. In
return, these stakeholdersreceive dividend and interest.

Atlas Copco contributes to economic development within the regions
where we operate, through payments tc pension funds and sodial security, and
payment of taxes, social costs and other duties. Communityinvestments
amounted to MSEK 19{22).

Local purchasing {non-core} isencouraged in order to generate societal value
inthe communities where Atlas Copco operates, by creating job opportunities as
well as generating direct andindirectincome. Thisis mostly carried out by indi-
vidual companies, which also decreasesthe environmental impact fromtransport.

Economic value 2020 2012
Direct economicvalue 100251 104230
Revenues 99787 103756
Econromicvaiue distributed
Operating costs 55362 56952
Employee wages and benefits, including other
social costs 25582 25220
Costs for providers of capital 8988 8149
Costs for direct taxes to governments 43801 4909
Economicvalue retained 5518 9000

—Redemption of shares - -

Anti-corruption and anti-competitive behavior

Atlas Copco haszero tolerance against corruption. The Business Code of Practice
isthe Group’scentral policy document, accessible to all employeesin theinternal
database. All employees are required te sign the compliance statement for
adherence to the Business Code of Practice, and take online trainings annually.
Division presidents have the ultimate responsibility for the adherence to the
Group’s values and policies. Internal controlis exercised through distribution of
responsibility and internal audits. The Compliance Board oversees compliance
with the Business Code of Practice.

Reported potential violations, number 2020
Fraud 16
Laborrelations, including discrimination and harassment 116
Corruption 8
Other 27
Total 167

Duringthe year, there were a total of 167 reported potential viclations through
Atlas Copco’s grievance mechanism. In 53 cases no evidence of wrongdcing
was found, in 48 cases evidence could confirm that no wrongdoing had
occurred, in 13 cases disciplinary acticn, such as awritten warning, were taken
against one or several employees as aresult of an investigation. In 25 cases
weaknesses werefoundininternal processes which wereimproved as a result.
Nc case was settled in court.

There wereno significant fines or non-monetarysanctions fornon-
competitive behavior orfor non-compliance with laws and/or regulationsin
thesocial and economicarea during the year.

Atlas Copco 2020

ENVIRONMENTAL IMPACT

Atlas Copco has integrated the most material environmental KPls inteits strategic
work. This drivesimprovement and efficiency, while reducing curimpact onthe
environment.

Envircnmental performance ismonitored and reported at unit level and
aggregated to Group level. General managers are responsible for overseeing
theimplementation of divisional strategies and goals, including undertaking
initiatives to curb energy use and emissions as well asincrease the proportion of
renewable energyused.

Environmental management systems

To minimize the environmental impact and to secure that the precautionary
approach is applied, Atlas Copce has the ambition te implement envircnmental
management systemsin all operaticns. All preduct companies should be certi-
fied according to 15O 14001. Acquired product companies are normally certified
within a two-year period.

Atlas Copco strivesfor allmajor operating units to be triple-certified accord-
ingte IS0 2001, 150 14001 and OHSAS 18001/1SC 45001. All production units
with morethan ten employeesand all customer companies and rental compa-
nies with more than 70 employees are to be triple-certified. By the end of 2020
the share of required units that were not triple-certified was 7% of the total
number of cperational units. The same measure for eachindividual certification
was 5% for|S0 9001, 7% for 1SO 14001 and 7% for OHSAS 180017150 45001.
These units are mainly acquisitions still within the two-year timeframe to comply,
ornewlyrestructured units. Semeunits not yet triple-certified are in the process
ofbecomingsec,and a smaller portion has lacked the resources sc far to commit
1o atriple certification.

Atlas Copco requires direct significant suppliers to apply a precautionary
approach and tc have an environmental management system (EMS). The Group
measures the share of significant supplierswith an approved EMS and the goalis
that the share should increase continuously. An approved EMSis defined as
1SG 14001, orthat EMAS (EU Eco-Management and Audit Scheme) requirements
arefulfilled. The direct significant supplier needste be third party certified for
1SG 14001 orregistered EMAS and hold a valid certificate orregistration. In 2020,
30% of significant direct suppliershad an approved environmental manage-
ment system according to thisdefinition.

Energy consumption within the organization

Energy consumption®, MWH 2020
Direct energy, renewable 2917
Direct energy, non-renewable 96933
Indirect energy, renewable (incl. renewable of mix) 150046
Indirect energy, nen-renewable 101401

* The calculation of indirect energy, i.e. energy purchased externally by the company, indudes
electricity (99%) and district heating (1%) used at the sites. Atlas Copco does not report
cooling or steam separately. The calculation of direct energy, i.e. energy generated by the
company for its own production or operation, comprises all fuels used on the sites, induding
diesel, bio-fuel, gasoline, solar, geothemal, propane and natural gas.

Environmental compliance

Atlas Copco follows applicable environmental laws in all countries where the
Group operates. Incidents orfines are reported for non-compliance with envi-
ronmental legislation, as well as incidents involving chemical, oil or fuel spillages.
Therewas 1 {0) accident resulting in adverse environmental effectsin 2020, and
there were menetary sanctions for non-compliance amounting to KSEK 43 (0)
and clean-up costs amounted to KSEK 44 (0).

Two Swedish companies require permits based on Swedish environmental
regulations. These operations mainly involve machining and assembly of com-
ponents. The permits relate te areas such as emissions to water and air, and
noise pollution. The Group has been granted two permits needed to conduct its
business and nene of them was under revisionin 2020.

04.08.2022 kl 12:32

Brgnngysundregistrene

Side 152 av 164



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 910324381

SOCIAL IMPACT

Employment

information on employees and other workers

Atlas Copcois a significant employer in the globalmarket. The Group reperts
the numberof employees as full time equivalents (FTE) per geographical spread
and per professional category, as well as divided between white-collar and
blue-collaremployees.

New employee hires and employee turnover

The total number and rate of external new employee hires in 2020 was 3352

(5 003) which constitutes 8.5% (13.2) of the total average number of employees
during the year. The percentage of externally recruited females was 26% (25).
The total number of resignations was 1727 (2 214), which constitutes 4.4%
(5.9) of the total average number of employees during the year.

The Group’s KPIs for employee satisfaction and engagement measure how
employees perceive the opportunities te grow in the company and how they
perceive the ccmpany culture. The goal for both KPIs are to be above the global
benchmark. The benchmark reflects the employee engagement survey provid-
er’s proprietary benchmark for global companies. The benchmark incorporates
both anonymized data from the survey provider's global customer base with
tens of millicns of responses across more than 150 countries, as well as data
from industry panel studies te produce robust and unbiased normative data.

Freedom of association and collective bargaining

Atlas Copco views trade unions and employee representatives as avaluable
supportsystem forits employees, and fosters relationships based onmutual
respect and constructive dialogue. Labor practices and employeerights, such
as the right to collective bargaining, are included in the Business Cede of Practice.
In 2020, 32% (34) of all employees were covered by collective bargaining
agreements.

Asadecentralized organization, the engagement and dialogue withlabor
unions takes place at alocal level. In countries where no independent labor
union exist, Atlas Copce has taken measures to establish forums foremployer/
employee relations, for example in China, through envircnmentand safety
committees. The diversity and inclusion guideline covers all employees.

Laborrelations are followed-up regularly on the operational level and
reviewed byinternal audit. The compliance of significant suppliers to Atlas
Copco’s Business Code of Practice, whichis based oninternational guidelines
and frameworks such as the UN Global Compact and the International Labour
Organization Declaration on Fundamental Principles and Rights at Work, is
audited regularly.

Occupational health and safety

Safety and well-being are key priorities for Atlas Copco due tc theimportance
of asound working envirenment to employees’ health and motivaticn, as well
astothe Group's productivity and competitiveness. The global Safety, Health
and Environmental policy ensures that there are robust standards for safety and
well-beingin the workplace. Grievancesinrelation to occupaticnal health and
safety canbe reported ancnymously via the Group’s misconduct reporting
system.

All divisions set targets and make action plans te enhance awareness and
improve behavior, policies and processes with the purpose of offering a safe and
healthy work envircnment and te identify and address risks. Group companies
must have an Atlas Copco verified Safety Health Environment and Quality man-
agement system, which is documented, implemented and maintainedonan
ongoingbasis. Customer companies and rental companies with morethan
70 employees and all product companies shall be certified accordingto OHSAS
18001/1SO 45001. Targets and KPls on safety and well-being are monitored
continuously by localmanagement and followed up regularly by Group

Management.

Permillion

working
Total recordable injuries, 2020 hours Number
Recordable injuries total workforce 4.84 385
Recordableinjuries Atlas Copco employees 4.87 361
Recordableinjuries additional workforce 4.40 24
Fatalities total workforce 0 0
Fatalities Atlas Copcoc employees 0 0
Fatalities additicnal workforce 0 0
High-consequence injuries total workforce 0.08 6
High-consequence injuries Atlas Copco employees 0.08 6
High-consequence injuries additional workforce 0 0

SUSTAINABILITY NGTES

Thesafety pyramid

In 2019, Atlas Copco started using the safety pyramid for reporting to encour-
age safe behaviorin orderto decrease risks and prevent injuriesinthe work-
force. Themethed supports transparent reporting, risk-averse behavior and
behavicr change. The definitions of different severity of incidents and injuries
were aligned with international standards. Itisnot possible to comparethe
number andrate of incidents and injuries with the years before 2019, as this was
thefirstyear this Group-wide reporting tool was used.

The Group’s goal for safety-related measures isto have a balanced safety
pyramid. Thismeans that more near misses thanminor injuries, and more minor
injuries thanrecordable injuries are reported.

Theresults ofthe 2020 reporting in the safety pyramid model is described in
thetable andin theillustrationbelow. Major hazards reported for high-conse-
quence injurieswereslips and trips, manual handling andlone working. Com-
moninjuries were forinstance cuts from operating machinesand sprains from
slipping. Actions undertakento mitigate hazards are ameng others awareness
training and risk assessment of working environment, inspections, mechanical
handling aids, and ensuring safe access te equipment. There was 0 {1) work-
related fatalityinthe Group in 2020.

The safety pyramid
2020

Total workforce, Fatality
number Waork-related
fatality (0)

Total recordable
. injuries
High-consequence injury
Injury where recovery to pre-injury
fitness takes longer than six months (6)

Other recordable injury

Injury resulting in absence frem work, restricted
work, medical treatment, loss of consciousness or
significant injury diagnosed by a physician (379)

Miner injury
Minor injury requiring first aid treatmentonly (922)

Near miss
Event that did not result in an injury but had the potential to do so (3 970)

Human rights assessment

Atlas Copeo’s central guiding policyis the Business Code of Practice. Atlas Copco
is asignatory of the UN Global Compact and iscommitted toworking with the
ten universally accepted prindples in the areas of human rights, labor, environ-
ment and anti-corruption. The Business Code of Practice also supports the Inter-
national Labour Grganization Declaration on Fundamental Principles and
Rights at Work, as well as the GECD's Guidelines for Multinational Enterprises.

The Group committed to the UN Guiding Principles for Business and Human
Rights whenitwaslaunched in 2011 and works to develop the implementation
ofthe principles. In accordance with the framework s requirements, Atlas Copco
has an cngoing process to identify, prevent, mitigate and account for the
humanrightsimpacts related to Atlas Copco’s business and business relations.

The Group strives to work according to the UN Guiding Principles acress the
value chain, covering procurement, humanresources, sales, marketing and
otherbusiness processes. The Group’s commitment covers all individuals and
groups who may beimpacted byits activities or through its business relation-
ships. Human rights are monitored by the Compliance Board, which has two
members of Group Management: the SVP Chief Legal Officer and the SvP Chief
Communications Cfficer. The Compliance Board addresses training needs,
impact assessment and the action pointsrelated to the implementation of the
UN Guiding Principles.

Human rights due diligence is carried cut when deemed relevant for specific
markets, forinstance when Atlas Copco enters amarket that is perceived as pre-
senting severe human rights risks.

The Atlas Copco misconduct reporting system can be used to report perceived
humanrightsviolations anonymously. Atlas Copco’s humanrightsstatement
canbe found at the Group’s website www.atlascopcogroup.com.

Training on human rights policies and procedures

Atlas Copeo has developed humanrightsspecifictraining in addition to training
inthe Business Code of Practice to increase employee awareness. The trainingis
available to all employees through the Group’sintranet.
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Diversity and inclusion

Atlas Copce’s Diversity and Inclusion guideline states that we strive for diversity
andinclusion in every aspect of our operations. Atlas Copco believesinhaving
aninclusive culture, which means that all of cur employees are treated fairly and
with respect, are able to make a professional career, are seenand heard, and
have the opportunityto thrive and grow. We provide equal opportunityto all
applicants and employees and do not discriminate based onrace, religion, gen-
der, age, naticnality, disability, sexual orientaticn or political cpinion. Atlas
Copco companies establish local diversity policies and guidelines in alignment
with the Group policy, local laws and regulaticns, andlocal ambitions.

The Diversity and Inclusicn Councilis chaired by Presidentand CEC Mats
Rahmstrém, and consists of representatives from all business areas, along with
the corporate communications, humanresources and accounting and con-
trolling functions. The council meets regularly to follow up onactionplans and
resultsin the cperations. The Group strives to increase the share of wemenin the
organization, and has established a KPImeasuring the progress. The goal isthat
by 2030, there should be 30% womenin the Group. In 2020, the share of women
inthe workforce was 20.0% (19.8) atyear end. The Board of Directors {excluding
worker representatives) was constituted of 6 men and 2 women and Group
Managementwere 7 menand 2 women.

Anti-harassment and nen-discrimination are addressed in the Business Code
training that all employees are required te take yearly. Atlas Copco has managers
oninternational assignments coming from 46 countries and working in 45. In
2020, atotal of 73% (72%) of all seniormanagerswere locallyemployed. 40
nationalities were represented among the 478 most seniormanagers wordwide.

Taxes

The Group recognizes the key rele that tax plays inadvancing economic devel-
opmentand considers itvital to combat corruption and supportsound business
practicesinorder tc create the most value for society. Atlas Copco believesin
good corporate practiceinthe area of taxmanagement, balancing the interests
ofvarious stakeholders, including customers, investers aswell as the govern-
ments and communities inthe countries in which the Group cperates. Atlas
Copco does notengage in aggressive tax planning, butinstead takes care to pay
the correct taxesinits countries of operation. Atlas Copco’s tax policy can be
found at the Group’s website www.atlascopcogroup.com. Seenote 9 of the
consolidatedfinancial statements for the details of taxes paid, reported accord-
ing tothe international financial reporting standards.

Disclosing tax by country

Atlas Copeo has beenin dialogue with investers, NGOs and peers regarding dis-
closure of tax paid per country. At present, there is no established internaticnal
standard for reporting taxes paid by ccuntry and the resulting datais therefore
notcomparable between different companies. Atlas Copcoisnotopposedto
reporting tax paid by country if guidelines are broadened to applytc allcompa-
nies in theindustry so that the data can be compared and analyzed fairly.

Responsibility throughout the value chain
working with business partnerswho share Atlas Copco’s high standardsregard-

Suppliers

Atlas Copco has alarge international supplier base. Around 75% of product cost
stems from purchased components. Atlas Copco’s purchasing strategiesare
decentralized to give the crganization higher flexibility and tc ensure the right
competence. Purchasing councils oversee supply chain management at divi-
sional level, and come togetheras apart of the Group purchasing council to
develop central policies andtools that impact all operations. Local purchasing is
encouraged.

Geographical spread of suppliers

' North America 13%

Asia/Oceania 42%

South America 2%

Europe 43%

Evaluation process

suppliers are evaluated during and after selection by product companies,
primarily by personnel in the purchasing function. Internal training on how
to carry out supplier evaluationsis published in the handbock of policies and
guidelines The Way We Do Things.

The supplier evaluation process examines:

Business partners’ record of governance, ethics and stance against
corruption

Laborissues: Rejection of forced, compulseory or child laber, elimination

of discrimination, safeguarding employee health and safety, collective
bargaining rights

Environmental performance: Managing waste, minimizing emissions, and
reducing consumption of natural resources

Human rights issues: Responsible sourcing and respect for humanrightsin
operaticns

Attimes, self-assessment checklists are sent to suppliers and on-site evaluations
are conducted regularly orwhen deemed necessary. These resultin areport
with concrete suggestionsinthe form of an action plan orimprovements tobe
followed up onat an agreedtime. Atlas Copco can provide experience and
know-how to suppliers whoneed supportin crder to comply with the minimum
standards set forthin the business partner compliance document. However,
suppliers whofail to meet the criteria and do not show a willingness to improve
arerejected. Duetorestrictions fortravel and visitsin view of Covid-12, the num-
berof on-site audits was significantly lower in 2020 than previous years.

ing quality, business ethics, the environment and resource efficiencyis necessary Suppliers” commitment 2020 2019
to effectivelymanagerisks, and to enhance productivityinthe value chain. The significant suppliers, number 5309 5079
ambitionis towork with suppliers and distributors who share these standards . R :
) X Suppliers audited cn safety, health, sodial, and
and who comply with the Business Code of Conduct. environmental issues " 660 1116
Suppliers approved (no needto follow up) 655 1084
Business Primary responsible for risk B . .
partner Rolein the value chain q liance Suppliers conditionally approved (monitored) 14 31
Suppliersrejected (relationship ended)? 0 1
Suppliers, Provide key parts aswell as ) i
subcontractors  manufacturing services Purchasingcouncils  SUPPliers asked on commitment to the
Business Code of Practice, number 5160 4897
Partly cwned companies [anif i hath i dthei
that provide complementary Signi icantsuppliers that have confirmed their
commitmenttothe Code, % 93 20

Jointventures products and services Division presidents

sell and distribute
productsto customerson
the Group's behalf

Agents,

distributors Marketing councils

Atlas Copco 2020

" Audits are conducted by Atlas Copco teams directly atthe suppliers' sites.

? Reasons for rejection relate to safety in the workplace, labor conditions, environment
issues, or non compliance of laws. Suppliers are rejected if they do not meet Atlas Copco’s
requirements and are notwilling to improve. In 2020, 0 business partner(s) were rejected
due to envircnmental, health & safety issues, and 0 business partner(s) due to corruption.
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Definition of sighificant suppiiers:

Significant suppliers are all external suppliers of goods and services, direct and
indirect, with a purchasing value above aset thresheld, based on 12-month
values frem October previousyear tc September current year. Forsuppliersin
countries with heightened risk for humanrights violations, envircnmental risks
or corruption etc., the purchasing threshold is lower {approximately 13% of set
value). In 2020, the number of significant suppliersincreased compared to 2019.

Responsible sourcing of minerals

Responsible sourcing of minerals is essential to Atlas Copco and though the
Group dees not procure directly from smelters/refineries, some parts of the
supply chain de. Atlas Copco is notin the scope of Dodd-Frank Act or the EU
regulation 2017/821, but based on concerns of violations of human rights
including forced labor, human trafficking and child labor, and to support our
customers’ obligation to these Acts, the Group has measures to detect and pre-
vent the use of cenflict minerals in its supply chain.

Atlas Copcorequires its direct suppliers tc commit to responsible sourcing
of all mineralsindudedin parts and products they sell to us. This commitment
is exercised through minerals data collection and due diligence, implemented
every year. Moreover, all our significant suppliers must sign the Business Code of
Practice thatincludes an article on responsible sourcing requirements. The pro-
cess is described in detail on the Group’s website www.atlascopcogroup.com.

Atlas Copce has a comprehensive pregram to investigate the possible use of
all conflict minerals in components used in Atlas Copco products. The program
ensures responsible sourcing of tin, tantalum, tungsten and gold. Cobalt was
added to the program in 2020, and data collection and due diligence using the
Responsible Minerals Initiative (RMI) guidelines and Cobalt Reperting Template
(CRT)will be rolled out continuously.

Asamember of the RMI, Atlas Copco adheres to its guidelines by encourag-
ing suppliers to source from smelters verified by a third party such as RMI's
Responsible Minerals Assurance Process (RMAP), and commits to transparency
by submitting reporting templates to customers about smeltersin the supply
chain and collaborates with stakeholders.

Distributors

Atlas Copco has alargeinternational distributor base. Atlas Copco's sales
strategies are setby the divisicns on a global level and are tuned forlocal mar-
ketneeds by the customer centers. These sales strategies include the choice of
sales channels and distributer management. The marketing councils ensure
cross-divisional alignment and develop central policies and tools thatimpact
all operations.

Starting in 2019, the percentage of significant distributers that sign the Atlas
Copco business criteria ismeasured as a Group KPI. In 2020, 84% of all significant
distributors signed the business partner criteria. 93% of the significant distribu-
tors were asked to sign the criteria.

Calculations of product energy effidency on pages 22-33

SUSTAINABILITY NGTES

Definition of significant distributors: Atlas Copco’s definition of significant
distributorsare all external distributers,including agents andresellers with
sales of the Group’s goods and services for a value above a set threshold, based
on 12-month values from Octeberprevious year to September current year. For
distributors, agents andresellers in countries with a heightened risk for human
rightsviolations, environmentalrisks or corruption etc., the sales thresholdis set
toinclude all active distributors.

Product responsibility

Atlas Copco’s ambition is to follow all applicable laws and regulations regard-
ing safety, health and environmental aspects, preduct informaticn, safety
information and labeling. The informaticn required by the Group’s proce-
duresforproduct and service information and labeling covers aspectssuch as
sourcing of components, substances of concern, safe use and disposal of the
product. Customer training is included when relevant, to secure safe handling
of the preducts.

Ingeneral, allelectrically driven Atlas Copco products soldinte the EUfall
under the EU Waste Electrical and Electronic Equipment (WEEE) Directive. This
includes compressors, vacuum pumps, handheld electric toolsand monitoring
contrelinstruments. Atlas Copco is responsible for, and arranges with custom-
ers, the disposal of products that fall underthe directive.

Atlas Copco maintains lists of substances which are either prohibited or must
be decdlared due to their potential negative impact on health or the environ-
ment. Prohibited substances are not allowed in the Group's products or pro-
cesses. [tems containing dedarable substances are avoided orreplaced when-
ever possible. via a dedicated Atlas Copco communication platform all our sup-
pliers canbe swiftly informed about upcoming legislative changes. The Atlas
Copco Prohibited and Declarable listisunder continuous revisionaccording to
applicablelegislations werldwide. Thisincludes REACH, RoHS, and U.5. State of
California Safe Drinking Water and Toxic Enforcement Act of 1986 (Proposition
65). The lists on prohibited and declarable substances are also published on the
Group’s website www atlascopcogroup.com.

incidents of non-compliance
No cases have been filed in 2020 {0} for non-compliance with such laws and
regulations cencerning the provision and use of such preducts and services.

The energy efficiency calculations for the products
detailed inthereport arebased on estimates provided
by Atlas Copco'sresearch and development depart-
ments. Carbondioxide emissions factors usedforthe
calculations come from open source calculators or
standards. The calculations of the number ofcombus-
tion engine passenger cars driven forone year, corre-
sponding to the product’s carbon emission savings
weremade using the US Environmental Protection
Agency's Greenhouse Gas Equivalencies Calculator.

Piston compressor

The carben feotprint calculation method used stan-
dardizesthe calculation of embodied CO, footprint of a
preduct. Embodiedfootprint summarizes theimpactof
material, service, assembly, inbound and outbound
transpertation. Inuse footprint cal culates the CO, for
different use cases and markets.

Majer impacts are coming from the compressor
energy effidency, but alsoingoing materials and
weight. For the A49B piston compressor range, an
improvement of 1 568 kg CO, inembedied footprint
per machine duringitslifespan was calculated.

Liguid ring pump

The LRPYSD+ haslow Specific Energy Requirement
(Wh/m3) acrossitsvacuumrange. Typical measured
energy savings based in variable vacuum applications
compared to previous fixed speed installaticns average
40%. Energy consumption calculations assume an aver-
agemachine running of 40 hours perweek.

Magazine for battery manufacturing

The comparison was made by measuring the energy
required tofeed a systemwith fasteners for one battery
lid with a standard blow-feed system. The amount of
compressed air neededto jointhe same number of fas-
teners with a magazine systemhave heen calculated
and convertedin electric energy. Thisresultedin about
1.3 Wh perjointofthe batterylid with the magazine
system and about 3.6 Whwith a standard system. The
result showed thatthe HLX 70 magazine required
about 64%less energy per jointinthis application.

Lighttower

The CO, emissions have been calculated based onthe
emission factorfor mineral diesel, fuel consumption
and a standard prefile use of the machineinEurcpe.
The annual operating hours according tothisis 1320
hours. The source of the emissions factoris BEIS 2019
(UK Government, Department for Business, Energy and
Industrial Strategy) and the referencedatais 3.31kg
€0, /1. The fuel consumption of the previous light
tower HLH5+i50.56I/hand inthe new light tower
HLH6+0.321/h This means CO, emissions savings of up
10 40%. The (O, savings equivalencies were calculated
based on the total sales forecast ofthe unitfor 2021,

Atlas Copco 2020
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About the sustainability report

Atlas Copco has prepared its sustainability reportin accordance with the
Global Reporting Initiative (GRI) guidelines since 2001. The sustainability
reportis published annually and the most recent report, priorto this
report, was published in March 2020 as a part of Atlas Copco's annual
report 2019.

Sustainabilityisanintegral part of Atlas Copce’s business model and the Group
thereforereports financial and non-financial datain aconsolidated annual
report. This provides Atlas Copco’sstakeholders with a relatively complete over-
view of how the Group worksin order tc contribute to sustainable development
andincreasingstakehcldervalue.

Thisreporthasbeen prepared in accordance with the Glokal Reporting
Initiative (GR1) Standards: Core opticn. Atlas Copco is also asignatory of UN
Global Compactsince 2008, and thisreportisthe Group’s Ccmmunication cn
Progress (COP), a reportonperformanceinrelation to Global Compact’sten
principles on humanrights, labor law, the environment and anti-corruption.
Information relating to the Sustainability Accounting Standards Board (SASB)
standards forindustrial machinery and goodsisdisclosedforrelevant aspects
and where datais available.

Group external auditors, Ernst & Young, have performed a limited review
of the sustainabilityreport according to GRI Standards: Core opticn, see the
Auditor’'sreport cnpage 139.

Report boundary

The sustainabilityreport includes information regarding issues where Atlas
Copco hasa significant economic, envircnmental and sccialimpact. GRI's
materiality principle has been the guiding principlein determining the report

GRI content index

content. It covers the material issues that have the highest priority to Atlas
Copco’s stakeholders.

Thereport covers Atlas Copce’s operations for the fiscal year 2020, unless
otherwise stated. Operations divested during the year are exduded, acquired
units areincluded. This may at times cause changesinreported performance.
Environmental data covers preducticnunits and distribution centers. Supplier
datacovers production units and distribution centers, while distributor data
covers all applicable units. Employee data covers all cperations.

Sustainability information in the annual reportisprimarily presented on
pages5-12,34-43 and 127-138.

Data collection

Reported factsandfigures in the sustainability report have been verified in
accordance with Atlas Copco’s proceduresferinternal control. Data collectionis
integrated intc the Group reporting consclidation systems and collected ona
quarterly basis. Reported values are normally not corrected retroactively. when
arestatement of historicallyreported numbers is made, this canbe dueto a
change of calculation method or scope.

Respensibility for reporting rests with the general manager of each company.
Dataisreported atlocal ocperating unitlevel, aggregated to division/business
areaand Group level. Dataverification is performed at each level before submit-
ting to external auditors for verification.

Forquestions regardingthereport and its contents,
please contact Scfia Svingby, Vice President Sustainability:
sustainability@atlascopco.com

GRI Standards Description Page Comment/SASB disclosure
Organizational profile
102-1 Name of organizaticn Inside cover
Inside cover,
102-2 Activities, brands, products, and services 20-33
102-3 Lecation of headquarters Inside cover
102-4 Location of operations Inside cover
102-5 Ownership and legal form 51-54
Inside cover, 23,
102-6 Markets served 26,29,32
Inside cover,
102-7 scale of the reporting crganization 13-18,20-32,78
Atlas Copco reports the aggregate number of fulltime
equivalents, nothow many employees work full-time or
part-time. Additional workforce canbe either temporaryor
permanent, generally employed through a third party.
Omission: Atlas Copce does notreport additional workforce
by gender.
11,18, 36-38, Information relating to the SASB reporting standard:
102-8 Information on employees and other workers 131132 Number of employees {code RT-IG-0008B)
102-9 supply chain 39,132-133
Significant changestothe organization and its
102-10 supply chain 13
102-11 Precautionary principle cr approach 41-43,130
102-12 Externalinitiatives 129
102-13 Membership of associations 129
Strategy and analysis
102-14 Statement from senior decision-maker 3-4,51,54
Ethics and integrity
102-16 Values, principles, standards and norms of behavior ~ 10,39-40
Governance
102-18 Governancestructure 9-10,51-58,129

Atlas Copco 2020
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GRIStandards Description Page Comment/5ASB disclosure
Stakeholder engagement
102-40 List of stakeholder groups 127
102-41 Collective bargaining agreements 131
102-42 Identifying and selecting stakehclders 127
102-43 Approachto stakeholderengagement 127
102-44 Key topics and concernsraised 127,129
Reporting practice

Entitiesincluded in the consolidated financial
102-45 statements 118-121

Process for definingreport content and topic
102-46 boundaries 127,129
102-47 List of material topics 129
102-48 Restatements ofinformation 13,134
102-49 Changesin reporting 127,134
102-50 Reperting period 134
102-51 Date of most recentreport 134
102-52 Reporting cycle 134
102-53 Contactpoint for questionsregarding the report 134

Claims of reportingin accordance with
102-54 GRIStandards 134
102-55 GRIcontentindex 134-137
102-56 External assurance 139
ECONOMICIMPACT
Economicperformance

Explanaticn of the material topic, its boundary
103-1/2/3 and management approach 6,129-130
20141 Direct economicvalue generated and distributed 130
Anti-corruption

Explanaticn of the material topic, its boundary
103-1/2/3 and management approach 6,129-130
205-3 Confirmedincidents of corruption and actions taken 130

Anti-competitive behavior

Explanaticn of the material topic, its boundary

103-1/2/3 and management approach 6,129-130
Legal actions for anti-competitive behavior,
2086-1 anti-trust, and monopoly practices 130
ENVIRONMENTALIMPACT
Energy
Explanaticn of the material topic, its boundary 6,41-43,
103-1/2/3 and management approach 129-130
Omission: Atlas Copco reports energy consumption in
Mwh, notinjoule.
Information relating to the SASB reporting standard:
Energy management {ccde RT-1G-000B). Total energy
30241 Energy consumption within the organization 130,138 consumedl. Percentagerenewable electricity (RT-1G 130 a1)
302-3 Energy intensity 138
Emissions
Explanaticn of the material topic, its boundary 6,41-43,
103-1/2/3 and management approach 129-130
305-1 Direct greenhouse gas emissions (Scope 1) 138
305-2 Energy direct greenhouse gas emissions {(Scope 2) 138
Atlas Copcoreports onCO, emissionsrelated to transports
305-3 Otherindirect greenhouse gas emissions (Scope 3) 138 of goods within Scope 3.
305-4 Greenhocuse gas emissionsintensity 138

Atlas Copco 2020 135
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GRI content index, cont.

GRI Standards Description Page Comment/SASB disclosure
Environment- compliance

Explanation of the material topic, its boundary

103-1/2/3 and managementapproach 6,129-130
Nen-compliance with environmental laws and
3071 regulations 130

Supplier environmental assessment

Explanaticn of the material topic, its boundary

103-1/2/3 and management approach 6,129-130,132
Atlas Copco uses a risk-based approach to identity signifi-
cantsuppliers. The scope can include new and old suppliers
every year. Omission: Datafernew suppliers specificallyis
New suppliers that were screened using notdisclosed. Environmental and social screening is
30841 environmental criteria 39,132,138 reported jointly.

SOCIALIMPACT
Employment

Explanaticn of the material topic, its boundary 6,36-37,129,
103-1/2/3 and managementapproach 131
Omission: Atlas Copce does notreport turnover by age
4011 New employee hires and employee turnover 131,138 group and gender.

Occupational health and safety

Explanaticn of the material topic, its boundary Atlas Copcois applying the 2018 GRI standard for
103-1/2/3 and management approach 6,38,129,131 Occupational health and safety.
403-1 Occupational health and safety management system 38,131
Hazard identification, risk assessment, and incident
403-2 investigation 38,130,131
403-3 Occupational healthservices 38,131
Worker participation, consultation, and
403-4 communicationon occupational health and safety 38
403-5 Worker training on occupational health and safety 38,131
403-6 Promoticn of worker health 36-38
Preventicn/mitigation of occupational health and
4037 safetyimpacts directlylinked by business relationships 128
Omission: Near misses are reported in absclute numbers,
notin relation to number of working hours.
Information relating to the SASB reporting standard:
Total recordableincidentrate. Fatality rate. Near miss
403-9 Work-related injuries 38,131,138 frequencyrate. {code RT-1G-320.a.1)

Training and education

Explanation of the material topic, its boundary

103-1/2/3 and managementapproach 6,36-37,129
Percentage of employees receiving regular Omission: Atlas Copce does notreport breakdown by
404-3 performance and career development reviews 138 gender oremployee category.

Diversity and inclusion

Explanaticn of the material topic, its boundary 6,36-37,129,
103-1/2/3 and management approach 132
36-37,55-58, Omission: Age group ishot disclosed at Group level.
405-1 Diversity of governance bodies and employees 132,138 Minority group membershipis notreported onin the Group.

Non-discrimination

Explanation of the material topic, its boundary 6,36-37,
103-1/2/3 and managementapproach 129,132
Incidents of discrimination and corrective actions
406-1 taken 130

136 Atlas Copco 2020
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GRIStandards Description Page Comment/5ASB disclosure
Human rights assessment
Explanation of the material topic, its boundary 6,39-40,129,
103-1/2/3 and managementapproach 131-132
Allemployees are trained in the Business Code of Practice,
which includesrespect forhumanrights.
Employeetraining onhuman rights policies or 39-40,132, Omission: Employeetrainingis notreported by category of
412-2 procedures 137-138 training at Group level.
Supplier social assessment
Explanation of the material topic, its boundary 6,329,129,
103-1/2/3 and managementapproach 132-133
Atlas Copco uses arisk-based approach toidentify signifi-
cantsuppliers. The scope can include new and old suppliers
everyyear.
New suppliers that were screened using social Omission: Data for new suppliers specificallyis not disclosed.
41441 criteria 39,132,138 Environmental and social screening is reported jointly.
Customer health and safety
Explanaticn of the material topic, its boundary
103-1/2/3 and management approach 6,129,133
Incidents of non-compliance concerning the health
416-2 and safetyimpacts of products and services 133
Marketing and labeling
Explanaticn of the material topic, its boundary
103-1/2/3 and management approach 6,129,133
Incidents of non-compliance concerning product
417-2 and service informaticn and labeling 133
Socioeconomiccompliance
Explanaticn of the material topic, its boundary
103-1/2/3 and management approach 6,129,130
Nen-compliance with laws and regulations in
419-1 thesocial and economicarea 130

Footnotes to environmental, social and governance (ESG)
performance on page 138

! Calculations according to GRI Standard Guidelines, www.globalreporting.org.

! Direct economic value includes revenues, other operating income, financial income,
profit from divested companies and share of profit in associated companies.

Operating costs incdude cost of sales, marketing expenses, administration expenses,
research and development expenses, other operating expenses, deducted for
employee wages and benefits. COS when presented in relation to sustainability
information refers to cost of sales at standard costin MSEK.

Costs for providers of capital include financial costs and dividend, but exdude
redemption of shares and repurchase of own shares.

Total energy includes both indirect and direct energy used. Atlas Copco does not
report cocling or steam separately. The calculation of direct energy, i.e. energy
generated by the company for its own production or operation, comprises all fuels
used on the sites, including diesel, bicfuel, gasoline, solar, geothermal, propane and
natural gas.

# The reporting of greenhouse gas emissions is done in accordance with the GHG
Protocol (ghgprotocel.org). Country factors used for energy come from the
Intemational Energy Agency. Indirect energy (Scope 2} is presented both as market-
based and location-based according to the GHG Protocol. A market-based approach
has been applied unless otherwise stated. Factors from NTM (transportmeasures.orgh
are used for transport of goods when emission data is not provided by the transport
company. Scope 3 emissions indude inbound and outbound transport of goods that
‘the company is responsible for as defined by Incoterm. Out of scope emissions data
for direct 00, emissions from biologically sequestered carben (e.g. CO, from burning
biomass/biofuels} was 22 tonnesin 2020.

=

Results are, as a rule, collected every two years through the Group's employee survey
“Insight”. The previous survey was conducted in 2019.

s

The repeorting medel and the definition of different kinds of severity of incidents and
injuries were changed in 2019 and the results can therefore not be compared with
previous years' results.

e

The process and scope for employees’ signing and training in the Business Code of
Practice was reviswed and updated in 2018 and 2019.

% The scope for distributers signing the Business Code of Practice was reviewed and
updatedin 2019.
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SUSTAINABILITY NGTES

Sustainability performance "

ECONOMIC VALUE 2018 2019 2020
Direct economic value ? 96 415 104 230 100251
Revenues 95 363 103756 99787
Econamic value distributed

Operating costs 52 557 56 952 55362
Employee wages and benefits, including cther sodial costs 22129 25220 25582
Costs for providers of capital # 9381 8149 8988
Costs for direct taxes tc governments 4876 4909 4801
Economic value retained 7472 9000 5518
— Redemption of shares 9705 - -

ENVIRONMENT

Renewable energy for operations, % of total energy use 34 41 44
Direct energy use in GWh ® 104 105 100
Indirect energy use in GWh # 256 264 251
Total energy use in GWh 3! 360 369 351
Total energy use in MWh/CGS S 7.2 6.8 6.6
CG, emissions ‘000 tonnes {direct energy) - scope 1 # 21 22 20
CC, emissions '000 tonnes {(indirect energy) — scope 2 ® 72 60 57
CO, emissions ‘000 tonnes (total energy) — scope 1+2 93 82 77
CC, emissions '000 tonnes {indirect energy, location-based) — scope 2 95 98 95
C0O; emissions ‘000 tonnes {transports) —scope 3 ¥ 170 150 124
€0, emissions tennes (transports)/COS ® 3.4 28 23
€0, emissions tonnes total energy and transport {scope 1, 2, 3)/COS ® 5.3 4.3 38
Total waste {in ‘000 kg) 33 267 32459 31036
Waste (inkg)/CCS 667 597 581
Reused orrecycled waste, % 94 95 93
Water consumption (m?) 436 394 384
Water consumption (m?)/C0S 7 8.7 72 7.2
Significant direct suppliers with an approved envircnmental management system, % - 28 30
PEOPLE

White-collar employees, % 89 69 70
Blue-collar employees, % 31 31 30
Employee turnover white-collar employees, % 6.1 6.0 42
Employee turnover blue-collar employees, % 7.7 5.6 48
Total turover, voluntary leave, % 6.6 5.9 4.4
Yeatly performance and development discussion, % 82 84 85
Proportion of female employees, % year end 19.1 19.8 20.0
Proportion of female managers, % year end 19.2 19.5 19.7
Degree to which employees agree that there are opportunities to learn and grow in the company (score) # - 71 -
Degree to which employees agree that we have a work culture of respect, fairness and openness {(score) ™! - 74 -

SAFETY AND WELL-BEING

Recerdable injuries total workforce, number ® - 406 385
Recordable injuries per million working hours total workforce ® - 5.2 4.8
Mincr injuries total workforce, number 2 - 997 922
Minor injuries per million working hours total workforce # - 12.7 116
Fatalities, number 0 1 0
Fatalities per million working hours total workforce 0 0.01 0
Sick leave due to diseases and recordable injuries, % 2.0 2.0 2.1
Degree to which employees agree that Atlas Copco takes a genuine interest in their well-being (score) ! - 69 -
A balanced safety pyramid (yes/no) - yes yes
ETHICS

Employees signed compliance to the Business Code of Practice, % - 98 99
Employees trained in the Business Code of Practice, % * - 94 99
Managers in risk countries held trainings in the Business Code of Practice, % - 91 99
significant distributors committed to the Business Code of Practice, % ™ - 59 84
Significant suppliers committed to the Business Code of Practice, % 86 90 93
See footnotes on page 137
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SUSTAINABILITY NGTES

Auditor’s Limited Assurance Report on Atlas Copco AB’s
Sustainability Report and statement regarding the

Statutory Sustainability Report

Thisis the translation of the auditor’s report in Swedish.

To Atlas Copco AB, corporate identity number 556014-2720

Introduction

wehave been engaged by the Board of Directors of Atlas Copco AB tounder-
takea limited assurance engagement of Atlas Copco AB’s Sustainability Report
fortheyear 2020. The scope of the Sustainability Reporthas been defined on
page 134 and the Statutory Sustainability Reporton page 19.

Responsibilities of the Board and Executive Management

The Board of Directors and Executive Management are responsible for the
preparation of the Sustainability Reportincluding the Statutory Sustainability
Reportin accordance with applicable criteria and the Annual Accounts Act
respectively. The criteria are defined cn page 134 in the Sustainability Report
and consist of the GRI Sustainability Reporting Standards, as well as the
accounting and calculation principles that the companyhas developed. This
responsibility includes theinternal control relevant to the preparation of a Sus-
tainability Reportthatis free from material misstatements, whether due to
fraudorerror.

Responsibilities of the auditor
Ourresponsibilityis to express a conclusion on the Sustainability Report based
on ourlimited assurance procedures and to express an opinion regarding the
Statutory Sustainability Report. Our engagementislimited tc historical infor-
mation presented in this decumentand does therefore not cover future
orientedinformation.

we have conducted our engagement in accordance with ISAE 3000 Assur-
ance engagements other than audits or reviews cf historical financialinforma-
tion. Alimited assurance engagement consists of making inquiries, primarily of
personsresponsible forthe preparation ofthe sustainability Report, and apply-
ing analytical and other limited assurance procedures. Gur examinaticn regard-
ing the Statutory Sustainability Report has been conductedin accerdance with
FAR's accounting standard RevR 12 The auditer’s opinion regarding the statu-
tory sustainabilityreport. Alimited assurance engagement and an examination

accordingto RevR 12 are different from and substantiallyless inscopethan
reasonable assurance conducted in accordance with IAASB's Standards on
Auditing and other generally accepted auditing standards inSweden.

Thefirm applies 1SQC 1 (International Standard on Quality Control) and
accordingly maintains a comprehensive system of quality controlincluding
documented policiesand procedures regarding compliance with ethical
requirements, professional standards and applicable legal and regulatory
requirements. We are independent of Atlas Copco ABin accerdance withpro-
fessional ethics for accountantsin Sweden andhave otherwise fulfilled our
ethicalresponsibilities in accordance with these requirements.

The procedures performed in alimited review and an examination accerding
to RevR 12 donotenable us to obtain assurance that we would become aware
of all significant matters that might beidentified in areasonable assurance
engagement. The conclusicn based onlimited assurance procedures and an
examinationaccordingto RevR 12 does not provide thesamelevel of assurance
as a conclusion based cnreasonable assurance.

Ourprocedures are based on the criteria defined by the Board of Directors
and the Executive Management as described above. we consider these criteria
suitable for the preparation of the Sustainability Report.

We believe that the evidence we have obtained is sufficient and appropriate
1o provide abasis for our conclusions below.

Condusions

Based onthelimited assurance procedures we have perfermed, nothing has
comete our attention that causes us to believe that the Sustainability Reportis
notprepared,in all material respects, in accordance with the criteria defined by
the Board of Directors and Executive Management.

AStatutory Sustainability Report has been prepared.

Stockholm, March 3,2021
Ernst & Young AB

Erik Sandstrém
Authorized Public Accountaint

Outi Alestalo
Expert Member of FAR
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THREE YEARS IN SUMMARY

Three years in summary

ORDERS, REVENUES AND PROFIT 2018 2019 2020
Crders, MSEK 97132 106104 100554
Revenues, MSEK 95 363 103756 99787

Change, organicfrom volume, price and mix, % 8 2 -3
EBITDA, MSEK 24510 26597 24335

EBITDA margin, % 257 256 24.4
Operating profit, MSEK 21187 21897 19146

Operating profitmargin, % 222 211 19.2
Netinterest expense, MSEK —-644 -359 -245
Prefitbefore tax, MSEK 20844 21572 18825

Profitmargin, % 21.9 20.8 18.9
Profitfor the year, MSEK 16336 16543 14783
EMPLOYEES 2018 2019 2020
Averagenumber of employees 35894 37805 39606
Revenues peremployee, SEK thousands 2657 2745 2519
CASHFLOW 2018 2019 2020
Operating cash surplus, MSEK 28444 26 6896 25081
Cash flow before change in working capital, MSEK 21481 20209 20454
Changein working capital, MSEK -3391 -2971 2166
Cash flow from investing activities, MSEK —4301 -9683 —16 286
Grossinvestments in other property, plant and equipment, MSEK -2 000 -1662 —1459
Grossinvestments inrental equipment, MSEK 1462 -1140 -486
Netinvestmentsin rental equipment, MSEK -1276 -1 087 -416
Cash flow from financing activities, MSEK -21601 -8024 —8552

of which dividends paid, MSEK -8496 —7 663 —8506
Operating cash flow, MSEK 14133 14625 18910
FINANCIALPOSITION AND RETURN 2018 2019 2020
Total assets, MSEK 96670 M722 113366

Capital turnover ratio 0.99 0.98 0.86
Capital employed, average MSEK 64945 72732 83649

Capital employed turnoverratic 1.47 1.43 1.19
Return on capital employed, % 33 30 23
Netindebtedness, MSEK 6702 12013 16421

Net debt/EBITDA, MSEK 0.3 0.5 07
Equity, MSEK 42472 53290 53534

Debt/equity ratic, % 16 23 3

Equity/assets ratio, % 43.9 48 47
Return onequity, % 337 35 27
KEY FIGURES PER SHARE 2018 2013 2020
Basic earnings / diluted earnings, SEK 13.45/13.43 13.60/13.59 121671214
Dividend, SEK 6.30 7.00 7.30"

Dividend as % of basic earnings 47.0 51.5 20.0

Dividend yield, % 2.2 2.4 1.9
Redempticn of shares, SEK - - -
Operating cash flow, SEK 11.65 12.04 15.56
Equity, SEK 35 44 44
Share price, December 31, Ashare 7 Bshare, SEK 210.5/193.3 373.6/325.2 421.1/368.3
Highest price quoted, A share 7 B share, SEK 380.8/339.7 386.5/336.9 445.5/390.0
Lowest price quoted, Ashare / B share, SEK 205.3/187.7 205.0/188.5 266.7/231.6
Averageclesing price, Ashare/ B share, SEK 291.37264.0 288.07258.8 385.03/338.0
Averagenumber of shares, millions 12135 12147 12154
Diluted average number of shares, millions 1215.3 1215.8 1217.2
Number of shareholders, December 31 87 009 81656 82079
Market capitalization, December 31, MSEK 252130 440497 497 187

" Proposed by the Board of Directors.
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CONTACLTS

Investorrelations

Daniel Althoff, Vice President Investor Relations
ir@atlascopco.com

Sustainability

Sofia Svinghy, Vice President Sustainability
sustainability@atlascopco.com

Media

Sara Liljedal, Media Relations Manager
media@atlascopco.com
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Atlas Copco AB (publ)

SE-105 23 Stockholm, Sweden
Phone: +46 8 743 80 00
Reg. no: 556014-2720

atlascopcogroup.com
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