Corporate Governance

In 2005, the NASDAQ OMX Copenhagen A/S adopted a set
of recommendations on corporate governance. The rec-
ommendations were most recently updated in 2010 in the
light of the Danish Companies Act of 2009, amended pro-
visions of the Danish Financial Statements Act and the
Danish Auditors Act as well as recommendations from the
European Commission, including on the remuneration of
the members of the management of listed companies. The
recommendations are considered to be in compliance
with the OECD's current principles of corporate govern-
ance.

ALK

ABELLO

According to section 107 b of the Danish Financial State-
ments Act and the stock exchange rules, ALK is required in
connection with the presentation of the annual report to
disclose the extent fo which the company complies with
the recommendations, based on the "comply or explain"
principle.

The table below provides an account of the extent fo which
and the way in which ALK complies with the recommenda-
fions. Inthose instances where ALK has chosen a different
practice, the rationale for this is explained.

Does the

company

Recommentation

Rationale

comply?

1. The role of the shareholders and their interaction with the management of the company

1.1. Dialogue between the company and its shareholders

1.1.1. The Committee recommends that the cenfral Yes
governing body, for example through investor relations
activities, ensure an ongoing dialogue between the
company and its shareholders in order that the central
governing body knows the shareholders’ attitude, in-
terests and views in relation to the company and that
investor relations material be made available fo all in-
vestors on the company’s website.

1.2. Capital and share structure

1.2.1. The Committee recommends that the cenfral Yes
governing body every year evaluate whether the com-
pany’s capital and share structures continue to be in

the interests of the shareholders and the company and
account for this evaluation in the management com-
mentary in the annual report and/or on the company’s
website.

1.3. General meeting

1.3.1. The Committee recommends that the supreme Yes
governing body and the executive board promote ac-

tive ownership, including shareholders’ attendance at
general meetings.

1.3.2. The Committee recommends that the central Yes
governing body resolve or submit to the general meet-

ing the question whether the general meeting shall be
conducted by physical attendance or as a partly or en-

tirely electronic general meeting.

1.3.3 The Committee recommends that proxies given Yes
to the supreme governing body allow shareholders to
consider each individual item on the agenda.

ALK webcasts the Board of Management’s presen-
tation of the four quarterly reports. The sharehold-
ers can also find an updated and suitably detailed
picture of ALK and its activities on the website, just
as shareholders and other stakeholders are able to
sign up for company releases and other information.

The Board regularly evaluates capital and share
structure, including by defining the strategy and
budgets as well as proposals for allocation of prof-
its. The evaluation is contained in the annual report.

The Board of Directors encourages all shareholders
fo attend. The general meeting is announced
through ALK’s electronic news service with approx.
four weeks' notice. The agendais available on the
company’s website and the company’s shareholder
portal and is distributed with the company’s annual
report to all shareholders who have so requested.

The general meeting is conducted by physical at-
tendance, but new technological options are evalu-
ated on an ongoing basis.

The agendaincludes a detailed account of the indi-
vidual items. Proxies are differentiated so that
shareholders have the opportunity to decide on
each individualitem on the agenda.
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1.3.4 The Committee recommends that all members of
the supreme governing body and the executive board
be present af the general meeting.

1.4. Takeover bids

1.4.1 The Committee recommends that the cenfral
governing body, from the moment it obtains knowledge
that a takeover bid will be submitted, do not, without
the acceptance of the general meeting, aftempt to
counter the takeover bid by making decisions which in
reality prevent the shareholders from deciding on the
takeover bid.

1.4.2. The Committee recommends that the cenfral
governing body give the shareholders the opportunity
to decide whether or not they wish to dispose of their
shares in the company under the terms offered.

Yes

Yes

Yes

Allmembers of the Board of Directors and the Board
of Management are present at the general meeting.

ALK has no written procedure governing the role of
the Board of Directors in the event of a takeover bid,
but in the event of any takeover bid the Board of Di-
rectors will safeguard the shareholders’ interests
and will not make any decisions or transactions
which in reality preclude the shareholders from
making a decision.

See above.

2. The role of stakeholders and their importance to the company and the company’s corporate social responsibility

2.1. The company’s policy in relation fo its stakeholders

2.1.1. The Committee recommends that the central
governing body identify the company’s key stake-
holders and their main interests in relation to the com-

pany.

2.1.2. The Committee recommends that the central
governing body adopt a policy on the company'’s rela-
tionship with its stakeholders, including the investors,
and ensure that the interests of the stakeholders are
respected in accordance with the company’s policy on
such issues.

2.2. Corporate social responsibility

2.2.1. The Commitfee recommends that the central
governing body adopt a policy on corporate social re-
sponsibility.

3. Openness and transparency

3. 1. Disclosure ofinformation fo the market

3.1.1. The Committee recommends that the central
governing body adopt a communication strategy.

3.1.2. The Committee recommends that information
from the company to the market be published in both
Danish and English.

3.1.3. The Committee recommends that the company
publish quarterly reports.

Yes

Yes

Yes

Yes

Yes

Yes

The relationship with stakeholders - customers,
partners, shareholders and employees efc. - is the
pivotal point for ALK’s mission, vision and values.

ALK has a specific IR policy describing the com-
pany’s relafions with investors, analysts and others.

See above.

ALK’s CSRis part of its strategy, which has been
adopted by the Board of Directors. CSR activities are
described in the company’s annual report.

The Board of Directors has adopted a communica-
tion strategy in order to ensure effective communi-
cations with the stakeholders - customers, part-
ners, shareholders and employees efc.

ALK’s company releases, annual reports and cen-
tral websites are drawn up in both Danish and Eng-
lish.

ALK publishes quarterly reports and gives a web-
cast presentation of these and holds meetings with
investors.
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4. The tasks and responsibilities of the supreme and the central governing bodies

4.1. Overall tasks and responsibilities

4.1.1. The Committee recommends that the central
governing body determine the company’s overall
strategy af least once every year with a view to sustain-
ing value creation in the company.

4.1.2. The Committee recommends that the supreme
governing body af least once every year discuss and
ensure that the necessary qualifications and financial
resources are in place in order for the company to
achieve its strategic goals.

4.1.3. The Committee recommends that the supreme
governing body at least once every year define its most
important fasks related fo the financial and managerial
control of the company, including how to supervise the
work of the executive board.

4.2. Procedures

4.2.1. The Committee recommends that the supreme
governing body review its rules of procedure annually
to ensure that they are adequate and always match the
activities and needs of the company.

4.2.2. The Committee recommends that the supreme
governing body annually review and approve proce-
dures for the executive board, including establish re-
quirements for the executive board’s timely, accurate
and adequate reporting to the supreme governing
body and for any other communication between the
two governing bodies.

4.3. The chairman and deputy chairman of the supreme governing body

4.3.1. The Committee recommends that a deputy
chairman of the supreme governing body be ap-
pointed, who must be able fo act in the chairman’s ab-
sence and also act as an effective sounding board for
the chairman.

4.3.2. The Committee recommends the preparation of
a scope of work and task list specifying the tasks, du-
ties and responsibilities of the chairman and deputy
chairman.

4.3.3. The Committee recommends that the chairman
of the supreme governing body organise, convene and
chair meetings to ensure efficiency in the body’s work
and to create the best possible working conditions for
the members, individually and collectively.

Yes

Yes

Yes

Yes

(Yes)

Yes

Yes

Yes

The Board of Directors determines the company’s
overall strategy every year and monitors the pro-
gress hereof with a view to sustaining value creation
inthe company.

See above.

Every year the Board of Directors defines a plan for
its work, including risk management and internal
confrols.

The Board of Directors reviews its rules of procedure
and accompanying appendices every year.

The tasks and duties of the Board of Management
have been laid down in the Board of Director’s rules
of procedure, and procedures have been defined for
ongoing management reporfing as well as report-
ing onrisks, audits efc. The Board of Management's
responsibilities and conditions of employment are
set out in the Board of Director’s rules of procedure,
but no separate rules of procedure have been
drawn up for the Board of Management.

The Board of Directors has a vice chairman.

The Board of Directors’ rules of procedure specify
rules for the scope of work of the chairman and vice
chairman.

The Board of Directors’ rules of procedure deter-
mine the framework for the Board of Director’s work,
which is directed by the chairman.
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4.3.4. The Committee recommends that, if the board of
directors in exceptional cases asks its chairman o per-
form special tasks for the company, including briefly
parficipate in the day-to-day management, a board
resolution to that effect should be passed and precau-
tions taken fo ensure that the board of directors will
maintain responsibility for the overall management
and control function. A reasonable distribution of duties
must be ensured between the chairman, the deputy
chairman, the other members of the board of directors
and the executive board. Information about agree-
ments on the chairman’s participation in the day-fo-
day management and the expected duration hereof
must be disclosed in a company announcement.

5. Composition and organisation of the supreme governing body

5. 1. Composition

5.1.1. The Committee recommends that the supreme
governing body annually specify the skills it must have
fo best perform its tasks and that the specification be
posted on the website. Proposals for the nomina-
fion/replacement of members of the supreme govern-
ing body to be submitted to the general meeting should
be prepared in the light hereof.

5.1.2. The Committee recommends that the supreme
governing body ensure a formal, thorough and frans-
parent process for selection and nomination of candi-
dates to the supreme governing body. When assessing
its composition and nominating new candidates, the
supreme governing body must take into consideration
the need for integration of new talent and the need for
diversity in relation to international experience, gender
and age, efc.

5.1.3. The Committee recommends that a description
of the nominated candidates’ qudlifications, including
information about other executive functions, e.g. mem-
berships of executive boards, boards of directors and
supervisory boards, including board committees, held
by the candidates in both Danish and foreign compa-
nies as well as information on demanding organisa-
tional tasks should accompany the notice convening
the general meeting when election of members to the
supreme governing body is on the agenda.

5.1.4. The Committee recommends that every year,
the annual report contain an account of the composi-
tion of the supreme governing body, including its diver-
sity, and of any special skills possessed by the individ-
ual members.

5.2. Training of members of the supreme governing body

5.2.1. The Committee recommends that new members
joining the supreme governing body be given an infro-
duction to the company.

Yes

(No)

(Yes)

Yes

Yes

Yes

The rules of procedure specify that the chairman
must not perform other duties for the company that
are not a natural part of his duties as chairman of
the Board of Directors, apart from odd tasks which
he is requested to carry out by and for the Board of
Directors.

At the general meeting an account is given of the
competences of candidates nominated for new elec-
fion to the Board of Directors.

The Board of Directors is responsible for the selec-
tion of candidates for the Board. When assessing its
composition and nominating new candidates, con-
sideration is given to the need for innovation and the
need for diversity in relation to intfernational experi-
ence, gender and age efc. No formal procedure has
been laid down.

Together with the notice convening the general
meeting at which election to the supreme manage-
ment body is on the agenda, a description is sent out
of candidates nominated for election with respect to
competences and other executive functions and di-
rectorships.

The company’s annual report sefs out execufive
functions and directorships for all members of the
Board of Directors.

The annual report sets out the composition of the
Board of Directors, including members’ managerial
competences.

Newly elected members of the Board of Directors re-
ceive an infroduction to the company by the chair-
man of the Board of Directors and members of the
Board of Management.
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5.2.2. The Committee recommends that the supreme  (Yes) It is incumbent on the individual member to keep his

governing body annually assess whether the skills and
expertise of its members need to be updated.

5.3. Number of members ofthe supreme governing body

5.3.1. The Committee recommends that the supreme
governing body have only so many members as to al-
low a constructive debafe and an effective decision-
making process enabling all members to play an active
role.

5.3.2. The Committee recommends that in connection
with the preparation for each year’s general meeting,
the supreme governing body consider whether the
number of members is appropriate in relation fo the
requirements of the company.

5.4. The independence of the supreme governing body

5.4.1. In order for the members of the supreme govern-
ing body to act independently of special interests, the
Committee recommends that at least half of the mem-
bers elected by the general meeting be independent
persons.

The independent supreme governing body member
may not:

. be, or have been within the last five years, a
member of the executive board/managerial staff
of the company or an associated company,

. have received significant additional remuneration
from the company/group or an associated com-
pany apart from a fee for its services in the capac-
ity as a member of the supreme governing body,

. represent the interests of a controlling share-
holder,

. within the last year, have had a material business
relationship (e.g. personally or indirectly as a
partner or an employee, shareholder, customer,
supplier or member of a governing body of com-
panies with similar relations) with the company or
an associated company,

. be, or have been within the last three years, an
employee or partner of the external audit firm,

. hold cross-memberships of governing bodies,

. have been a member of the supreme governing
body for more than 12 years, or

. have close family ties with persons that are not
regarded as independent persons.

5.4.2. The Committee recommends that at least once
every year, the supreme governing body list the names
of the members who are regarded as independent per-
sons and also disclose whether new candidates for the
supreme governing body are considered independent
persons.

Yes

Yes

Yes

Yes

or her competences and specialist knowledge up to
date.

The Board of Directors has nine members, three of
whom are employee-elected members.

Each year, ahead of the general meeting, the Board
of Directors considers whether the number of mem-
bers is appropriate.

At least half of the members of the Board of Directors
are independent of the company. Two members of
the Board of Directors are also members of the
board of directors of the Lundbeck Foundation,
which is a controlling shareholder.

Information is given in the annual report as to which
members are independent of the company. The de-
scription of new candidates for the Board of Direc-
tors includes particulars of whether the candidates
are considered independent persons.
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5.5. Members of the supreme governing body elected by the employees

5.5.1. The Committee recommends that the individual Yes ALK complies with the provisions of Danish legisla-
company explain, in the company’s annual report or on fion (the Companies Act) concerning representation
its website, the system of employee-elected board at company level. Employee representatives are
members and the company’s use hereof in companies elected every four years, the next time being in
where the employees have chosen to apply the provi- March 2011.

sions of the Companies Act on employee representa-

tion.

5.6. Meeting frequency

5.6.1. The Committee recommends that the supreme  Yes The work schedule of the Board of Directors is de-

governing body meet at regular intervals according to
a predetermined meeting and work schedule or when
meetings are deemed necessary or appropriate as re-
quired by the company and that the number of meet-
ings held be disclosed in the annual report.

termined for at least one year at atime. The number
of meetings held is disclosed in the annual report.

5.7. Expected time commitment and the number of other executive function

5.7.1. The Committee recommends that each member
of the supreme governing body assess the expected
fime commitment for each function in order that the
member does not take on more functions than he/she
can manage in a satisfactory way for the company.

5.7.2. The Committee recommends that the annual re-
port contain the following information about the mem-
bers of the supreme governing body:

e themember’s occupation,

e the member’'s other executive functions, e.g.
memberships of executive boards, boards of di-
rectors and supervisory boards, including board
committees, in Danish and foreign companies as
well as demanding organisational tasks, and

e the number of shares, options, warrants, etc. that
the member holds in the company and its consoli-
dated companies and any changes in such hold-
ings during the financial year.

5.8. Refirement age

5.8.1. The Committee recommends that the com-
pany’s articles of association fix a retirement age for
members of the supreme governing body and that the
annual report contain information on such retirement
age as well as the age of each member of the board of
directors.

5.9. Election period

5.9.1. The Committee recommends that members of
the supreme governing body elected by the general
meeting be up for re-election every year at the annual
general meeting.

5.9.2. The Commifttee recommends that the annual re-
port state when the individual member of the supreme
governing body joined the body, whether the member
was re-elected and when the current election period
expires.

Yes

Yes

Yes

Yes

Yes

Each member of the Board of Directors assesses the
fime commitment necessary for the Board work so
that the member only takes on as many functions as
can be performed in away that is satisfactory for the
company.

The annual report outlines occupation, other execu-
tive functions and shareholdings in ALK-Abelld A/S
of each member of the Board of Directors as well as
the remuneration to the Board of Directors.

Members elected by the general meeting who have
turned 70 at the fime of the general meeting are not
eligible for election to the Board of Directors.

The members of the Board of Directors elected by
the general meeting are elected for one year ata
time.

The annual report states when each individual
member of the Board of Directors joined the Board.
The members of the Board of Directors elected by
the general meeting are elected for one year aft a
time.
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5.10. Board committees

5.10.1. The Committee recommends that the company

publish the following information in the management

commentary in its annual report or on the company’s
website:

e theterms of reference for the board committees,

e important activities of the committees during the
year and the number of meetings held by each
committee, and

e the names of the members of each committee, in-
cluding the chairmen of the committees, as well as
information on which members are independent
members and which members have special quali-
fications.

5.10.2. The Committee recommends that a majority of
the members of a board committee be independent
members.

5.10.3. The Committee recommends that the supreme
governing body establish an actual audit committee.

5.10.4. The Committee recommends that the following
be taken info account in composing the audit commit-
tee:

e the chairman of the supreme governing body
should not be chairman of the audit committee,
and

e  between them, the members should possess such
an amount of expertise and experience as o pro-
vide an updated insight info and experience in the
financial, accounting and audit conditions of com-
panies whose shares are admitted fo trading on a
regulated market.

5.10.5. The Committee recommends that, prior fo the

approval of the annual report and other financial re-

ports, the audit committee monitor and report to the

supreme governing body about:

e significant accounting policies

e  significant accounting estimates,

e relafted party transactions, and

e uncertainties and risks, including in relation to the
outlook.

5.10.6. The Committee recommends that the audit

committee:

e annually consider whether there is a need for an
internal audit function, and if so,

e formulate recommendations on selecfing, ap-
pointing and removing the head of the internal au-
dit function and on the budget of the internal audit
function, and

e monitor the executive board’s follow-up on the
conclusions and recommendations of the internal
audit function.

Yes

Yes

Yes

No

No

Yes

No board committee has been set up, as stated in
the annual report.

See above.

The Board of Directors as a whole acts as the audit
committee.

The Board of Directors as a whole acts as the audit
committee. Therefore, the chairman of the Board of
Directors is also the chairman of the audit commit-
tee.

The Board of Directors as a whole acts as the audit
committee.

The Board of Directors, which acts as the audit
committee, assesses the need for internal audit.
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5.10.7. The Committee recommends that the supreme
governing body establish a nomination committee with
at least the following preparatory tasks: describe the
qualifications required in the fwo governing bodies and
for a given position, state the expected time commit-
ment for a position and evaluate the balance of skills,
knowledge and experience available in the two govern-
ing bodies.

e annually evaluate the structure, size, composition
and performance of the governing bodies and
make recommendations to the supreme governing
body with regard to any changes,

e annually evaluate the skills, knowledge and ex-
perience of the individual members of the govern-
ing bodies and report such details to the supreme
governing body,

e consider proposals submitted by relevant per-
sons, including shareholders and members of the
governing bodies, for candidates for execufive
positions, and

e identify and recommend to the supreme governing
body candidates for the governing bodies.

5.10.8. The Committee recommends that the supreme
governing body establish a remuneration committee
with at least the following preparatory tasks:

e make proposals, for the approval of the supreme
governing body prior to approval at the general
meeting, on the remuneration policy, including the
overall principles of incentive pay schemes, for
members of the supreme governing body and the
executive board,

e make proposals fo the supreme governing body
on remuneration for members of the supreme
governing body and the executive board and en-
sure that the remuneration is consistent with the
company’s remuneration policy and the evalua-
tion of the performance of the persons concerned.
The committee should have information about the
total amount of remuneration that members of the
supreme governing body and the executive board
receive from other companies in the group, and

e oversee that the information in the annual report
on the remuneration of the supreme governing
body and the executive board is correct, true and
sufficient.

5.10.9. The Committee recommends that the remu-
neration committee do not consult with the same exter-
nal advisers as the executive board of the company.

(No)

Yes

The Board of Directors performs functions relating to
nomination. No formal nomination procedure has
been laid down.

The remuneration policy is set out in the annual re-
port and on the company’s website. The chairman-
ship of the Board of Directors is responsible for
agreements on the remuneration of the Board of
Management.

The Board of Directors does not use the same ad-
viser as the company for remuneration purposes.

5.11. Evaluation of the performance of the supreme governing body and the executive board

5.11.1. The Committee recommends that the supreme
governing body undertake an annual evaluation of the
performance and achievements of the supreme gov-

erning body and of the individual members of the body.

No

The Board of Directors evaluates the work on the
Board on an ongoing basis, but no formal procedure
has been laid down.
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5.11.2. The Committee recommends that the chairman
be in charge of the evaluation of the supreme govern-
ing body, that the outcome be discussed in the supreme
governing body and that the details of the procedure of
self-evaluation and the outcome be disclosed in the an-
nualreport..

5.11.3. The Committee recommends that the supreme
governing body at least once every year evaluate the
work and performance of the executive board in accor-
dance with pre-defined criteria.

5.11.4. The Committee recommends that the execu-
tive board and the supreme governing body establish a
procedure according to which their cooperation is
evaluated annually through a formalised dialogue be-
tween the chairman of the supreme governing body
and the chief executive officer and that the outcome of
the evaluation be presented fo the supreme governing
body.

6. Remuneration of members of the governing bodies

é.1. Content and form of the remuneration policy

6.1.1. The Committee recommends that the supreme
governing body adopt a remuneration policy applica-
ble to the supreme governing body and the executive
board.

6.1.2. The Committee recommends that the remunera-
tion policy and any changes to the policy be approved
by the general meeting of the company.

6.1.3. Committee recommends that the remuneration
policy include a thorough description of the compo-
nents of the remuneration for members of the supreme
governing body and the executive board.

6.1.4. The Committee recommends that the remunera-

tion policy include:

e the reasons for choosing the individual compo-
nents of the remuneration, and

e a description of the criteria on which the balance
between the individual components of the remu-
neration is based.

6.1.5. The Committee recommends that, if the remu-

neration policy includes variable components,

e limifs be set on the variable components of the to-
tal remuneration package,

e a reasonable and balanced linkage be ensured
between remuneration for governing body mem-
bers, expected risks and the value creation for
shareholders in the short and long term,

e there be clarity about performance criteria and
measurability for award of variable components,
and

e there be criteria ensuring that vesting periods for
variable components of remuneration agreements
are longer than one calendar year.

No

(No)

(Yes)

Yes

Yes

Yes

Yes

Yes

The Board of Directors evaluates the work on the
Board on an ongoing basis, but no formal procedure
has been laid down.

The chairmanship of the Board of Directors evalu-
ates the work and performance of the Board of
Management on an ongoing basis and at least once
ayear, but no formal procedure has been laid down.

The Board of Directors evaluates its cooperation
with the Board of Management on an ongoing basis.

The remuneration policy is determined by the Board
of Directors and is set out in the annual report.

6.1.2. The Committee recommends that the remu-
neratfion policy and any changes to the policy be
approved by the general meeting of the company.

A description of the remuneration paid to the
Board of Directors and the Board of Manage-
ment is given in the annual report.

The remuneration policy is set out in the annual re-
port and on the website. The chairmanship of the
Board of Directors is responsible for the specific
agreement on the remuneration of fo Board of Man-
agement.

The remuneration policy is set out in the annual re-
port. The chairmanship of the Board of Directors is
responsible for the specific agreement on the remu-
neration of fo Board of Management.
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6.1.6. The Committee recommends that remuneration  Yes The members of the Board of Directors receive a

of members of the supreme governing body do not in- fixed fee and are not offered any share options,

clude share or warrant programmes. warrants or other incentive plans.

6.1.7. The Committee recommends that if members of  Yes Members of the Board of Management are eligible

the executive board receive share-based remunera- for options. The aim of option grants is to sustain

fion, such programmes be established as roll-over value creation and ensure fulfilment of ALK’s long-

programmes, i.e. the options are granted periodically term objectives. The option plan is based on shares,

and should not be exercisable earlier than three years and grants may be made annually, usually in con-

from the date of grant. An explanation of the relation nection with the presentation of the Q3 financial

between the redemption price and the market price af statements. The present value at the date of grant of

the tfime of grant should be provided. options granted in any one year may not exceed
30% of the employee’s gross salary. Normally, op-
tions are exercisable no earlier than three years af-
ter grant, and the exercise price of the options may
not be lower than the market price of ALK’s shares
at, orimmediately before, the date of grant.

6.1.8. The Committee recommends that, in excep- (Yes) The terms of employment and the remuneration of

tional cases, companies should be able to reclaim in full
or in part variable components of remuneration that
were paid on the basis of data, which proved to be
manifestly misstated.

the members of the Board of Management are
agreed specifically between each member of the
Board of Management and the Board of Directors,
and the remuneration will normally include the fol-
lowing components:

a. fixed salary (‘gross salary’), including pension.

b. usualnon-pay benefits, such as car, phone,
newspaper, efc.

c. cashbonus, see below.

d. share options, see below.

Cash bonus

Individual members of the Board of Management
may receive an annual bonus not to exceed 30% of
their gross salaries for the year. The aim of the cash
bonus is to ensure fulfilment of ALK’s short-term ob-
jectives.

Share options

Members of the Board of Management are eligible
for options. The aim of option grants is to sustain
value creation and ensure fulfilment of ALK’s long-
term objectives. The opfion plan is based on shares,
and grants may be made annually, usually in con-
nection with the presentation of the Q3 financial
statements. The present value at the date of grant of
options granted in any one year may not exceed
30% of the employee’s gross salary. Normally, op-
tions are exercisable no earlier than three years af-
ter grant, and the exercise price of the options may
not be lower than the market price of ALK’s shares
at, orimmediately before, the date of grant.

No agreement has been made with the members of
the company’s Board of Management for severance
pay exceeding usual severance terms.

6.1.9. The Committee recommends that termination Yes
payments should not amount to more than two years’
annual remuneration.

No severance or retirement agreements have been
entered into beforehand.

10



Recommendation

ALK

ABELLO

Does the
company
comply? Rationale

6.2. Disclosure ofthe remuneration policy

6.2.1. The Committee recommends that the remunera-
tion policy be clear and easily understandable and that
it be disclosed in the annual report and posted on the
company’s website.

6.2.2. The Committee recommends that the com-
pany’s remuneration policy and compliance with this
policy be explained and justified in the chairman’s
statement at the company’s general meeting.

6.2.3. The Committee recommends that the fotal re-
muneration granted to each member of the supreme
governing body and the executfive board by the com-
pany and other consolidated companies be disclosed
in the (consolidated) financial statements and that the
linkage with the remuneration policy be explained.

6.2.4. The Committee recommends that the details of
any defined-benefit schemes offered to members of the
supreme governing body or the executive board and
the actuarial value of such schemes as well as changes
during the year be included as part of the information
on the total remuneration.

6.2.5. The Committee recommends that the most im-
porfant aspects of retention and severance pro-
grammes be disclosed in the company’s annual report.

6.2.6. The Committee recommends that the proposal
for remuneration of the supreme governing body for
the current financial year be approved by the share-
holders at the general meeting.

7. Financial reporting
7.1. Other relevant information

7.1.1. The Committee recommends that the annual re-
port and other financial reports be supplemented by
additional financial and non-financial information, if
deemed necessary or relevant in relation to the infor-
mation needs of the recipients.

7.2. Going concern assumption

7.2.1. The Committee recommends that, upon consid-
eration and approval of the annual report, the supreme
governing body decide whether the business is a going
concern, including supporting assumptions or qualifi-
cations where necessary.

Yes ALK’s remuneration policy is set out in the an-
nualreport and on the company’s website.

Yes The remuneration policy and the fotal remu-
neration paid to the Board of Directors and the
Board of Management are set out in the an-
nualreport, which is approved at the general
meeting.

No The remuneration policy and the total remuneration
paid to the Board of Directors and the Board of Man-
agement are set out in the annual report, which is
approved at the general meeting. The most essen-
fial part is the total remuneration and any increase
or decrease in it. The remuneration paid fo the
Board of Directors and the Board of Management is
disclosed in the annual report.

Yes The gross pay of the Board of Management includes
pension payments. No special pension schemes
have been agreed with the Board of Directors or the
Board of Management.

Yes The company’s remuneration policy is set out in the
annualreport. No severance agreements have been
entered into beforehand.

No The remuneration policy and the total remuneration
paid to the Board of Directors and the Board of Man-
agement are set out in the annual report, which is
approved at the general meeting.

Yes The annual report and quarterly reports contain ad-
ditional financial and non-financial information.

Yes The Board of Directors considers whether the pres-
entation of accounts is subject to continued-
operation status (the going-concern assumption),
including any special conditions on which this is
based and, if so, any uncertainties associated
herewith.
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8. Risk management and internal control
8. 1. Identification of risks

8.1.1. The Committee recommends that the central
governing body af least once every year identify the
most important business risks associated with the re-
alisation of the company’s strategy and overall goals
as well as the risks associated with financial reporting.

8.1.2. The Committee recommends that the executive
board currently report to the supreme governing body
on the development within the most important areas of
risk and compliance with adopted policies, frameworks
etc. in order to enable the supreme governing body fo
track the development and make the necessary deci-
sions.

8.2. Whistleblowing

8.2.1. The Committee recommends that the supreme
governing body decide whether to establish a whistle-
blowing scheme for expedient and confidential notifica-
tion of possible or suspected wrongdoing.

8.3. Openness about risk management

8.3.1. The Committee recommends that the manage-
ment commentary in the annual report include informa-
tion about the company’s management of business
risks.

9. Audit

9.1. Contact fo auditor

9.1.1. The Committee recommends that the supreme
governing body maintain a regular dialogue and ex-
change of information with the auditor.

9.1.2. The Committee recommends that the auditor
agreement and audifors’ fee be agreed between the
supreme governing body and the auditor on the basis
of a recommendation from the audit committee.

9.1.3. The Committee recommends that the supreme
governing body and the audit committee meet with the
auditor at least once every year without the executive
board present. This also applies to the internal auditor,
if any.

9.2. Internal audit

9.2.1. The Committee recommends that the supreme
governing body, on the basis of a recommendation
from the audit committee, once every year decide
whether to establish an internal audit for support and
control of the company'’s internal control and risk man-
agement systems and state the reasons for its decision
in the annual report.

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Identification and evaluation of risks forms part of
the work of the Board of Direcfors on strategy and is
included in the annual report, where arun-down of
commercial, accounting and financialrisks is given.

Once ayear, the Board of Management presents a
report on risk management to the audit committee,
which is made up of the Board of Directors.

ALK has established a Code of Conduct and is con-
sidering setting up a whistleblowing scheme.

The annual report contains a detailed account of
ALK’s risk management.

The Board of Directors meets with the auditors twice
ayear.

The audit engagement letter and auditors’ remu-
neration are agreed between the Board of Directors
and the auditors.

The chairman of the Board of Directors meets with
the company’s auditors once a year without the
Board of Management being present.

Each year, the Board of Directors makes a decision
on implementation of internal control and risk man-
agement as well as audit. This is described in the
annual report.
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