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This is a translation of the original Swedish
Annual Report. In the event of differences
between the English translation and the
Swedish original, the Swedish Annual
Report shall prevail.
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Securitas plays an important role for our clients and in society.
We quickly adapt to new situations and changing client needs
— like in the challenging year 2020 - to help make the world
safer. We provide high-quality protective services, and through
the combination of a trusted and agile workforce and the latest
intelligent security technology, we offer our clients innovative
solutions for all their security needs. We help them keep ahead
of their risks so that they can focus on their core business.

We have global presence with operations in 47 countries

in Europe, North America, Latin America, Africa, the Middle
East, Asia and Australia and our 355 000 skilled and engaged
employees make a difference for our clients every day.

107954 355000

Total sales, MSEK Employees
Operating margin Number of countries

with operations

2. 153 000

Net debt to EBITDA ratio Number of clients (excluding
monitoring-only clients)

0.63 150

Earnings per share, SEK Number of global clients
* At the beginning of 2020, Securitas had operations in .
56 countries and has, after having decided to leave or PrOposed diVidend, SEK Client retention rate

divest operations, remaining operations in 47 countries
at the beginning of 2021.

A saferw
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Guided by
a strong purpose
and core values

At Securitas, we take pride in making
people feel safe every day by provi-
ding the highest quality safety and
security services. Our purpose, “We
help make your world a safer place,”
defines our role in society.

Our purpose is a promise to clients,
partners and others, which guides all
of our decisions, from the small eve-
ryday choices we make to the large
strategic investments.

We provide peace of mind to our
clients with security and we are ex-
perts in managing risks.

We are also guided by our compa-

ny ethics and strong core values,
something that has been a part of

the Securitas culture for a long time.
Already in the 1950s, Securitas had a
handbook with codes of behavior for
security officers. The original hand-
book has been revised since then, but

orid

its content laid the groundwork for
today’s core values.

Our core values are Integrity, Vigilance
and Helpfulness. These three values
are at the heart of our culture and
they define who we are and guide our
actions.

Integrity means being honest and
never compromising on our ethics.
Vigilance includes taking ownership
and constantly evaluating the situation
to take action when needed. Securitas
people are helpful, service-oriented
and accommodating to clients. We
always go that extra mile.

By sharing these strong values and
doing the right thing together, we help
make your world a safer place.
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Targets and
target fulfillment

Financial targets
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An operating cash flow of 70 to
80 percent of operating income before 2016 2017 2018 2019 2020
amortization

* Real change, adjusted for changes in exchange rates and items affecting comparability.
** Adjusted for items affecting comparability.



Sustainability targets

-14%

Change in injury rate

(2019: 8 percent)

Target:

5 percent annual decrease of the
Group injury rate

23%

Share of female managers (total)
(2019: 24 percent)

Target:

By 2021, the share of female managers
at all levels should be at least the
same as the share of women in the
total workforce, which was 22 percent
in 2020

Targets and targets fulfillment

SéCL ita
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Showing resilience
in challenging times

CEO statement
Magnus Ahlqvist
President and CEO

“2020 has been a tough year
for everyone, and | am prouder
than ever to be part of a team
of competent and committed
people.”

CLEARFOCUSINA

CHALLENGING YEAR

2020 was a challenging year for
Securitas, as it was for many others.
Considering the difficulties that we
faced during the year in the wake of
the coronavirus pandemic, Securitas
as a company and team has shown
incredible resilience. With a clear fo-
cus across the entire company on four
main priorities — protecting the health
and safety of our people, staying
close to our clients, managing costs
and maintaining our cash genera-
tion — we have been able to cope well
throughout the different stages of the
pandemic. We entered 2020 from a
position of strength and, despite the
short-term challenges we have faced,
have accelerated our pace of trans-
formation and further clarified our
priorities as a business.

2020 DEVELOPMENT

The Group’s organic sales growth
amounted to O percent (4). All busi-
ness segments were negatively im-
pacted by the coronavirus pandemic,
but to some extent offset by increa-
sed extra sales. In Security Services
North America, the decline was mainly
attributable to the Electronic Security
and Critical Infrastructure Services
business units, and in Security Ser-
vices Europe, there was a significant
corona-related impact from reduced
aviation security.

Security solutions and electronic
security sales represented 22 percent
(21) of total Group sales.

The operating margin was 4.5 percent
(5.2). It was negatively impacted by the
coronavirus pandemic and the related
increased provisioning to reflect the
enhanced risk in the business environ-
ment. The negative impact was partly
offset by cost-saving actions and go-

vernment grants. The price and wage
balance was on par and the cash flow
was strong during the year.

ACCELERATED PACE AND

SHARPER BUSINESS FOCUS

During 2020, we accelerated the
implementation of our strategy to be a
trusted intelligent protective services
partner to our clients. To achieve this,
we are focusing on four areas: client
engagement; protective services
leadership and innovation; efficiency;
and people.

CLOSE TO OUR CLIENTS

Our strategy is aimed at creating added
value for our clients. We do this through
a decentralized operating model where
our people are close to the clients. Due
to the pandemic, many of our clients’
needs changed during the year and

we managed to provide outstanding
security solutions and services, often
on short notice, to meet their require-
ments. Our adaptability, agility and abi-
lity to deliver were widely recognized by
our clients and provided further proof
of the strength of the Securitas model.

During the year, we launched a global
Client Excellence Platform, which is
helping us improve our client engage-
ment and become more efficient and
data-driven.

We serve more than 150 000 clients
and increased the client retention rate
to 91 percent in 2020.

STRATEGIC ACQUISITIONS

In line with our strategy, we are
continuing to build our expertise

in electronic security and security
solutions. In 2020, we completed a
number of important acquisitions that
will strengthen our position as the
leader of the transformation of the
security industry — Techco Security



in Spain, Stanley Security’s electronic
security businesses in Germany, India,
Portugal, Singapore and Switzerland,
and FE Moran Security Solutions in
the US.

While the installation business within
electronic security and the conversion
to integrated solutions were negatively
impacted by the coronavirus pande-
mic, activities picked up towards the
end of the year.

DRIVING BUSINESS
TRANSFORMATION

Despite the challenging situation in
2020, we made significant progress
with our multi-year transformation
programs in Security Services North
America and global IS/IT.

In North America, we have successfully
migrated large parts of the business
and key activities to modern platforms
and applications. With these new plat-
forms, we expect to improve our ways

CEO statement

of working and enhance our productivi-
ty and margins over the coming years.

We are now moving to the last phase
by announcing significant business
transformation programs in Security
Services Europe and Security Servi-
ces Ibero-America. These programs
will modernize our business in Europe
and Ibero-America and enable us to
scale up the execution of the strategy
and improve margins. The target is

to increase the operating margin to
around 6.5 percent in Security Servi-
ces Europe and to around 6.0 percent
in Security Services Ibero-America,
upon completion in 2024.

In light of the coronavirus pandemic
and the uncertainty regarding the
profitability of parts of the business,
we initiated a cost-savings program
during the second quarter of 2020.
We also further sharpened our focus
through a successful exit from a
number of smaller, less profitable
markets.

TREMENDOUS EFFORT BY

OUR PEOPLE

We are a people company. Many of
our employees have tirelessly been
working on the frontlines to keep our
clients’ people and assets safe. One
of our key priorities is to protect the
health and safety of our employees,
and we have worked hard to ensure
that everyone received relevant trai-
ning and equipment.

We support the UN Global Compact
and incorporate its ten principles into
our daily work. Through our work, we
also contribute to the fulfillment of the
UN Sustainable Development Goals
(SDGs) in the ones where we believe we
can make the greatest positive impact.

Employees benefit from working for a
values- and purpose-driven company
that offers good working conditions,
fair wages, and opportunities for ca-
reer development. And thanks to our
engaged and motivated employees,
our clients receive high-quality servi-
ce, added value and continuity.

INVESTING IN COMPLIANCE

During 2020, we continued to hone our
compliance work. Being a company
that can guarantee full compliance is

a priority for Securitas, and we are cer-
tain that the investments we are making
in this area will be of benefit for us as a
company and for our stakeholders.

LIVING ACCORDING TO

OUR PURPOSE

Our purpose is “We help make your
world a safer place,” and in 2020 we
truly lived up to this. During the pan-
demic, our services have been clas-
sified as essential to society in many
countries, which again shows what an
important role we play.

2020 has been a tough year for everyo-
ne, and | am prouder than ever to be
part of a team of skilled and commit-
ted people. The pandemic has hit the
world hard, and we must all continue
to do our part. Securitas will do so by
being a reliable employer, a strong
partner to our clients and a vital part of
society in 2021 and for the long term.

Stockholm, March 18, 2021
Magnus Ahlqgvist

President and CEO
Securitas AB
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Our aim is to become the intelligent protective
services partner for our clients, and we have
identified four strategic focus areas to reach it: client
engagement; protective services leadership and
innovation; efficiency; and people. In each of these
areas we are driving various activities to execute on
the strategy, reinforce our leadership role and create
long-term value.

LEPEETELES

Four stral
focus are



Focus areas

2020 was a particularly challenging

year due to the coronavirus pandemic.

However, we further cemented the
company’s role as an indispensable
partner by rapidly adapting our
services, devoting additional time to
each client, and training our officers
to handle more digital tasks and new
services, such as Covid-19 access
control screening. Today, many of our
employees are trained to handle the
frontlines of the coronavirus-related
challenges for our clients.

With our services in high demand,
Securitas is well positioned for the
future. Our ambition is to double the
security solutions and electronic
security business by 2023, compared
with 2018. We remain on target with
our strategy and activities within the
four focus areas.

- * -

e

CLIENT ENGAGEMENT

Client engagement is about finding
ways to deepen our client partner-
ships through an expanded value
proposition, shared values and ethics.

PROTECTIVE SERVICES LEADERSHIP
AND INNOVATION

Securitas already has the most
comprehensive services portfolio in
the industry, and we are continuously
strengthening our offering.

EFFICIENCY

We are investing in our IT and busi-
ness platforms to boost efficiency
across the company.

PEOPLE

Our employees’ engagement, pride
and passion are vital for our continued
market leadership.
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Focus area — client engagement
Client engagement is about tailoring our solutions to match
our clients’ requirements. The result is deeper partnerships
that consolidate our industry leadership.

Focusing on
client needs

“Our client engagement model
combines strong local presence
with global consistency, which helps
us serve our clients based on best
practices.”

We work with clients of all sizes and
from all industries, and we recognize
that each client has specific needs.
This requires an open dialog, an agile
approach and time. The combination
of branch managers who work closely
with our clients locally and a strong
specialized organization for global
clients is a successful recipe for
strengthening our client relationships.
While the global coronavirus pan-
demic posed the biggest challenge
to our strategy work in 2020, we were
also able to support our clients and
adapt to their new needs, often on
short notice.

Securitas works with 153 000 clients
(excluding monitoring-only clients),
150 of which are global clients who
expect the same high level of service
delivery everywhere in the world. Our
client engagement model combines
strong local presence with global
consistency, which helps us serve and
cultivate clients based on best prac-
tices. It also guides us in the shift to a
more client-centric mindset, which we
have prioritized through training and
improved digital tools.

Through virtual means, we were able
to increase our client engagement in
2020, staying well connected despite
limiting our travel and physical inter-
actions. Digital meetings will continue
to play a role in our client-centricity
efforts as well as in our sustainability
efforts to reduce CO, emissions, even
after the pandemic has subsided.

PLATFORM BOOSTS PRODUCTIVITY
We aim to increase the time our
branch managers and other
employees spend with our clients.
With the new Client Excellence Plat-
form, a customer relationship man-
agement (CRM) system, we are auto-
mating and standardizing many key
processes and streamlining the client
life cycle. This will support managers
and the sales force on our journey to
increase client-centricity.

In addition to automating processes,
the new platform enables us to cap-
ture data to map client relationships
and touch points. This way, we can
develop new safety and security
services built on the data and insights
generated. We estimate that this IT
transformation will boost the produc-



tivity of our managers and free up
time for more client engagement.

To further strengthen the client
value proposition, we hired 100 new
branch managers in North America
in 2020, and we are now converting
to a protective services structure in
the North American division that will
be completed in 2021. Under the new
structure, each manager will have a
smaller client portfolio, thereby mak-
ing it possible to be more proactive
and client-centric.

During the year, we also set up expert
teams in different countries to sup-
port branch managers by providing
product and solutions expertise for
clients of all sizes and also those with
cross-border operations.

Focus areas — client engagement n

program to ensure that trusted part-
ners, managed by our global client
program, have the ability to deliver our
protective services in many locations
worldwide.

Our global business grew in 2020
despite the challenges caused by
the coronavirus pandemic. Although
many clients were affected by lock-
down restrictions, they retained their
Securitas security personnel. To add
further value, we used the time to

roll out training programs and upskKill
teams working with global clients on
security awareness and health and
safety procedures. This extra training
meant that our frontline personnel
could transition into a new health and
safety role as needed. Our security
officers were trained to conduct
temperature checks and assist during
Covid-19 testing procedures at client
sites, enabling many of our clients to
keep their sites open.

MEASURING PROGRESS

Securitas has a defined set of key
performance indicators (KPIs) to
measure and map our progress in
client engagement. We have a loyal
customer base, with a client retention
rate of over 90 percent. We also use
customer satisfaction surveys to con-
tinuously gauge how clients perceive
our service.

GLOBAL CLIENTS

Our global client footprint grew in
2020, to 16 percent of Securitas’ total
sales. Among our top-ten global
clients are large tech companies and
data centers that value Securitas' high
quality, digital capabilities, solutions
and global partnerships. The growth in
our global business has compensated
for losses in other areas such as avi-
ation, which was negatively impacted
by the coronavirus pandemic.

Securitas has a leading global and
local market presence in the security
industry, and in locations where

we do not have operations, we can
still ensure a high level of service,
business ethics and consistency
through the Securitas Certified Part-
ner Program. We have built up the
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Focus areas — case client engagement

Lynk & Co is a new global urban brand
focusing on the needs of the connected
generation who are looking for convenient
and sustainable mobility.

Lynk & Co offers memberships where
the customers pay a monthly fee to
receive full access to a car. To lower
the monthly cost, the customer can
choose to share the car with others.
The idea is that car sharing makes
owning a car more efficient since
many cars are parked most of the
time. The membership model is also
intended to encourage people to
share vehicles and thereby reduce the
overall number of cars on the road.

Showrooms, also known as clubs, are
used to present the car and to create
a unique experience for visitors. The
clubs impose new security demands
and Lynk & Co turned to Securitas for
a complete security solution for the
premises and challenged Securitas
to make the solution “invisible” so

as to not interfere with the visitor
experience.

13

The offering Securitas developed is a
perfect example of a security solution,
integrating several of our protective
services, including technology, remote
guarding and mobile guarding. The
solution includes intrusion, access
and video surveillance services, con-
nected to Securitas Operation Center
(SOC) services. Lynk & Co’s staff also
receive training by Securitas in how to
use the first aid and CPR equipment
provided. Since the club solution is
based on Securitas standards, Lynk &
Co can deploy it quickly across many
locations in Europe as new clubs are
opened, maintaining the same design,
quality and service levels.
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Focus area — protective services leadership and innovation
Securitas is a security one-stop shop, with the most
comprehensive protective services portfolio in the industry.
Combined with our large and skilled guarding workforce and
focus on innovation, it gives us an edge in the security market.

The intelligent
protective
services partner

“Our ambition is to double the size of
our security solutions and electronic
security business by 2023.”

Our protective services portfolio
includes services for electronic
security, fire and safety, corporate risk
management and guarding services
that can be offered on site, remotely
or through mobile guarding. By
combining services into increasingly
sophisticated security solutions we
add value to our clients, as we provide
them with a more secure business
environment with fewer disruptions
and incidents.

SEIZING GROWTH OPPORTUNITIES
Today, Securitas has electronic
security expertise in more than

40 countries and a global market
presence that few can compete with.
Our ambition is to double the size of
our security solutions and electronic
security business by 2023, and elec-
tronic security provides one of the
biggest growth opportunities.

We are accelerating our strategic
transformation through acquisitions.
In 2020, we acquired Techco Security,
a leading electronic security company
in Spain and Stanley Security’s elec-
tronic security business in Germany,
India, Portugal, Singapore and Swit-
zerland. In December, we announced

the acquisition of FE Moran Security
Solutions, an alarm monitoring and
electronic security system integration
company in the US.

LEADERSHIP THROUGH INNOVATION
We are using data to build smarter
reporting and intelligence into all

our products and services, as well

as developing completely new ones.
One of our new intelligent services
for remote guarding is predictive risk
analysis. Using artificial intelligence
gathered from various datasets, we
can predict where the biggest risk of
criminal activity is likely to occur in
relation to an industry or client and
narrow it down to a specific site, day
or time.

In 2020, we completed a risk pre-
diction model in Sweden based on a
large amount of data gathered by our
frontline personnel and mobility data
from telecom companies. It accurately
predicted well over 80 percent of
criminal incidents. We are working

on similar models for other countries
that we can offer to clients, along
with benchmarking for their specific
industry. The accumulation of this
type of valuable information will help



us plan client security activities in a
more efficient way and offer a solution
tailored to each client’s operational
needs and specific sites.

Cybersecurity is a constant challenge
for businesses worldwide, driving up
costs and risk, and we are partnering
with startups on technology that com-
plements our portfolio. In 2020, Secu-
ritas signed a commercial partnership
agreement addressing cybersecurity
using a digital ID protection product
that will go to market in Sweden and
Norway in early 2021.

SPECIALIZED SECURITY
CONSULTING

The risk landscape is ever changing,
and therefore it is vital to have the
right perspective when designing and
implementing a strategy that consid-
ers both current and future risks. We
offer specialized security consulting,
including thorough risk analysis and
detailed security planning.

Focus areas — protective services leadership and innovation 15

EXPERTS IN FIRE AND SAFETY
Securitas' expertise in fire and safety
services is essential to keeping our
clients' assets and people safe. In
addition to preventive measures,

we also provide services such as
fire-fighting, evacuation planning and
lifesaving services and training.

DIGITIZING GUARDING

Guarding constitutes the largest
percentage of our business, 76
percent of total sales. We offer
guarding on site, remotely and
through mobile guarding, with security
officers patrolling by vehicle.

Our success is primarily due to the
presence of our 325 000 frontline
personnel located in 47 countries
worldwide. The large number of front-
line personnel makes it possible to

be close to our clients, which ensures
quick response times if something
happens. To further increase the
quality and efficiency of their work, we

provide security officers with digital
tools to capture data. This valuable
data will improve our risk prediction
capabilities, provide a fully digital
overview of our security delivery, and
guide Securitas when developing new
products and services.

Digitization enables our frontline
employees to work more efficiently
and dynamically and allows our clients
to gain access to advanced analytics
that can help with effective security
planning.

SECURITAS OPERATION CENTERS
The physical and digital worlds of
security services converge in our
SOCs where we plan security service
delivery, predict what is likely to
happen, dynamically direct the right
services and carry out real-time
detection as events unfold, 24/7. The
coordination is managed through 44
SOCs, which also provide our clients
with information, reports and analysis.

Our ability to offer remote guarding
was a major advantage when the
coronavirus pandemic struck in 2020.
We were able to respond to client
needs in a safe manner, and our

high level of digitization made client
engagement possible through digital
meetings and online training at a time
when we could not always meet in
person.

Another strength is our large global
and local presence and flat internal
structure, that make it possible to
quickly mobilize frontline personnel
and adapt in, for example, an emer-
gency situation. The rising cost of
labor remains a challenge but remote
guarding and intelligent solutions will
help us balance this cost, while raising
the knowledge, competence and
value of our workforce.

Early on, Securitas started deepening
the training of our people and building
up our digital and intelligent services
expertise to create long-term value
for clients. Today, we are leading the
transformation of the security industry
by investing fully in protective services
geared towards a high-tech future.
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Focus areas — case protective services

When a global financial services company
created a new global headquarters in New
York, they needed a fully integrated and
sophisticated enterprise-level electronic
security system.

The client's goal in carrying out this
security renovation was to stay ahead
in terms of technology and innovation
in order to ensure the security of this
39-storey facility in downtown Man-
hattan. An additional challenge for the
chosen electronic security provider
was that close to 10 000 headquarter
employees would continue to occupy
the building throughout the entirety of
the security renovation.

Securitas and the client worked
together to conduct pilot programs

to vet and test several types of
security technology, including facial
recognition technology, turnstiles with
integrated biometric technology and
IP cameras. Securitas also worked

to facilitate the integration of legacy
systems to keep the building secure
during the renovation. The project also
included the integration of various
security technologies.

In addition, Securitas provides alarm
monitoring, maintenance, permit
management and false alarm man-
agement for all of the client's 735
retail branches, data centers, regional
campuses and other corporate prop-
erties throughout the US and Canada.
The client also uses a special web
platform provided by Securitas to
request service, manage installation
projects, check on alarm activity and
view real-time video images. The por-
tal is an important step in facilitating
the client’s holistic electronic security
program.
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Focus area — efficiency
By increasing the level of automation and digitization within

Securitas, we are bringing greater efficiency and added value
to all of our stakeholders.

18

Transformation
programs drive
efficiency

“Our personnel at the frontline also
get access to new digital tools,
which increases efficiency.”

Securitas has always been a cost-
conscious and efficient company, and
as we transition to more data-driven
services, there exists great potential
to increase our efficiency even further.

We are currently implementing
several transformation programs. One
regarding IS/IT with the objective of
creating a modernized base infra-
structure, and other business transfor-
mation programs aiming at support-
ing our strategic growth and to make
our processes more efficient. These
programs will help us to become the
security industry’s leader in intelligent
services.

IT INFRASTRUCTURE
MODERNIZATION

Initiated in 2019, our global IS/IT trans-
formation program is well under way
and has already delivered significant
value to the business. We are creating
a common, efficient IT infrastructure
that will enable us to deploy new sys-
tems both locally and globally, interact
with our clients and make use of our
data in a efficient way.

An important part of the IT infrastruc-
ture in any global company is a global
collaboration platform. During the
coronavirus pandemic we have been
able to continue not only our opera-
tions but also our strategic transfor-
mation, since we could seamlessly
transition to digital work.

The coronavirus pandemic has also
demonstrated the value of having a
fast way of interacting directly with
our personnel on the frontlines, who
are often spread out geographically.
One important tool is Workplace by
Facebook, which over 60 000 of our
colleagues now have access to.

BUSINESS TRANSFORMATION

Our business transformation pro-
grams are streamlining our business
processes and organization. This

will pave the way for adding client
value, for example, through improved
reporting and interaction channels as
well as new digital services. Modern
tools make work easier for our people
and help us attract and recruit new
employees.



The first program was initiated in 2019
in Security Services North America,
where we have now successfully
migrated large parts of the business
and key activities to modern platforms
and applications. These include a
cloud-based enterprise resource
planning (ERP) platform for HR,
finance and other operational pro-
cesses. With these new platforms, we
expect to improve our ways of working
and enhance our productivity over the
coming years.

In February 2021, we announced com-
prehensive business transformation
programs in Security Services Europe
and Security Services Ibero-America.
The programs aim to sharpen our
capabilities at scale, both throughout

Focus areas — efficiency

and between countries and are driven
by our ambition to change the busi-
ness mix and to improve our margins.

Our clients’ needs are evolving and
serving them is our main priority, from
global clients to the rapidly growing
segment for small and medium-sized
clients. We are making significant
investments in IT systems to support
our leaders and people with the latest
tools and efficient processes. As part
of the new program we will also build
a dedicated solutions organization in
Security Services Europe to acceler-
ate the growth of our prioritized secu-
rity solutions and electronic security
business, as well as further strengthen
and digitize our unparalleled guarding
offering.

19

CLIENT FOCUS

The Client Excellence Platform, which
we deployed in 12 markets during
2020, is helping to drive productivity
to free up time for managers and

the sales force to spend more time
together with the client.

Our personnel at the frontline also
get access to new digital tools that
are used for capturing big data from
the field, which increases efficiency.
This, combined with better channels
for client interaction, provide us with
insights and opportunities to offer
clients more advanced services and
solutions. We are confident that the
work to increase our efficiency will
enable us to lead the security industry
in the coming decades.
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Our reputation and market leadership are largely determined
by the actions of our employees.

We help make
your world
a safer place

“Everything we do is based on our
values of Integrity, Vigilance and
Helpfulness.”

Securitas is a purpose-driven com-
pany with high ethical standards. We
offer training and development oppor-
tunities to help our people grow and
measure their progress. Promoting

a sense of pride and attracting and
retaining the best people are essential
for our success as we continue our
journey to become an intelligent
protective services partner for our
clients.

Since Securitas was founded in

1934, our fundamental beliefs have
remained unchanged. We believe in

a good work environment and fair
wages, and we work with clients who
also recognize the value in this. Prior
to accepting a contract with a client,
we evaluate the working conditions at
the client site to ensure decent prac-
tices and a healthy work environment.

ETHICAL PRACTICES

Securitas conducts its business in
accordance with international conven-
tions such as the UN Universal Dec-
laration of Human Rights. We have a
global framework agreement with UNI
Global Union, which represents more
than 20 million workers from over 900

trade unions in the skills and services
sectors. We also ensure fair working
conditions through our involvement
in industry organizations such as

the National Association of Security
Companies (NASCO). We work closely
with, for example, the Living Wage
Foundation in the UK, which works
towards ensuring that people working
in the lowest paid service sectors are
paid a living wage.

Securitas supports the United
Nations’ SDG's, focusing particularly
on goals that affect our employees
such as inclusion, gender equality
and good working conditions. Read
more about the SDGs on page 172. We
have a Group target to achieve at least
the same percentage of womenin
management positions as we have in
the total workforce. In 2020, the result
was 23 percent (see also page 5). We
are also adopting a broader approach
to diversity and inclusion, and will add
more targets in 2021.

Our values also play an important role
in our aim to be a compliant company
when it comes to business ethics. In
addition to a very clear tone at the top,
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we train all relevant employees in our
anti-corruption and fair competition
policies.

Through KPIs, we measure employee
turnover, employee engagement,
diversity, health and safety, and injury
rates, among other metrics, in order
to monitor our progress and identify
areas for improvement.

VALUES AND PURPOSE

Everything we do is based on our
values of Integrity, Vigilance and
Helpfulness. Our purpose, "We help
make your world a safer place," gives
our employees a sense of pride that
unites across countries.

Throughout the coronavirus pan-
demic, our first priority has been the
health and safety of our employees,
and we immediately put processes

in place to help them stay healthy,
both physically and mentally. We
increased our internal communication
efforts to keep people informed and
encouraged an open dialog. We made
full use of our digital channels, includ-
ing Workplace by Facebook, which
enables employees to communicate

with each other and to exchange
information and best practices.

Health and safety work is vital to our
operations, not only during something
as extraordinary as a pandemic. Our
security officers are trained to pro-
tect themselves, and to help others
while on assignment, for example,
through first-aid, CPR and fire safety.
A thorough risk assessment helps us
identify and scope safety hazards.
Frontline personnel receive appro-
priate training, instruction and equip-
ment for the assignment in question.
We work actively with occupational
health and safety issues in all coun-
tries and closely monitor the number
of work-related injuries (see page 5).

UPSKILLING IS KEY

Employee training is a strategic prior-
ity for Securitas. Many employees join
Securitas in entry-level positions, and
we encourage them to develop within
the company and become leaders.

Our management training programs
follow the leadership principles and
processes as defined in our Securitas
Toolbox. The Toolbox ensures that

our work methods, management
philosophy and client perspective are
shared throughout the organization so
our clients receive consistent service,
regardless of where in the world they
are located. During 2020, we worked
on revitalizing the Securitas Toolbox,
and our brand and identity to reflect
our transformation into an intelligent
protective services partner. This work
will continue in 2021.

We are convinced that our people
strategy will lead to added value for all
Securitas stakeholders. Employees,
for example, benefit from working for
a value- and purpose-driven company
that offers fair wages, continuous
improvement and opportunities for
career development. Clients gain
frontline personnel with a high level

of engagement and motivation, who
deliver excellent service, value and
continuity — and Securitas becomes

a more successful and profitable
company.
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With 355 000 employees, Securitas is truly

a people company. In 2020, this was

certainly tested and proven, especially by

our employees working on the frontline.
Throughout the pandemic, our employees
have kept our clients’ people and assets

safe, and have shown extraordinary resilience.

Our clients have often faced new

or changed security needs due to
the pandemic, and thanks to our
flexibility, expertise and the best
team in the security industry, we have
quickly developed new solutions.
Examples include Covid-19 screening
and safety protocol checks, such as
mask enforcement, social distancing
and temperature checks. Securitas’
flexibility and reliability have been
rewarded in the form of a 91 percent
client retention rate as well as new
contracts.

The health and safety of our employ-
ees is always a priority, and more so
than ever in 2020. We created Covid-
19 training programs that included
information about personal protection
equipment, screening tools, pan-
demic- and client-specific solutions.
Managers were trained in how to keep
both employees and clients safe when
interacting.

Every day, our people fulfill Securitas’
purpose as a company — "We help
make your world a safer place." To
celebrate our everyday heroes, the
Purpose and Hero Award was created
in 2020. From a list of nominees, all of
whom serve as an inspiration in their
daily work, two proud winners were
presented with the award by President
and CEO Magnus Ahlqvist.

Ahmed, who works in a residential
area in the US, saved an elderly
person’s life by insisting on getting
access to the man’s home when he
did not open the door.

Emilce, who works at an airport in
Colombia, found an abandoned child
in an overheated car in the parking
lot. By smashing the car window, she
was able to get the child out and to
medical care.
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Growth
opportunities in a
turbulent time

Few global players

Our main global competitors are
G4S, Allied Universal and Prosegur,
but in many of our markets, the main
competitors are small or medium-
sized local companies

Securitas
G4s
® Prosegur
@ Allied Universal
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The global security services market is projected to
continue to grow, even though the world economy
has been negatively impacted by the pandemic

and the outlook remains uncertain. In developed
markets, such as the US and Western Europe, the
growth potential lies in offering a full range of security
services, including technology, that can be bundled
into customized solutions. Global security service
revenues are expected to grow annually and reach
BUSD 263 in 2024, of which the security systems
integration market is expected to account for BUSD 12.

The strongest overall growth is forecast in developing
markets, with China and India as the main drivers.
While the majority of this growth will come from
guarding services, alarm monitoring is expected to
increase rapidly as, for example, many commercial
buildings implement modern security technology.

Market size for security services 2020*

USD Billion
North America

Market position**
#2

USD Billion
Latin America

Market position**
#2

USD Billion
Europe

Market position**
#1

USD Billion
Asia*

Market position**
# <3

USD Billion
Africa/Middle East

Market position**
#3

* Outsourced guarding: includes markets where
Securitas is not present. Asia excluding Japan.

** Based on sales.
Source: Freedonia and Securitas.
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The factors driving growth can vary depending on how devel-
oped a market is. We have identified a number of trends that
are impacting our global business as well as the opportunities
arising from them. Thanks to our strategy and protective ser-
vices offering, we are well prepared to respond to these trends.

Global trends
iImpacting
security needs

“Securitas is well prepared to respond
to and take the opportunities arising
from current and future trends
impacting the security market.”

Advanced security
systems

The physical and digital worlds are
becoming more intertwined, which

is fueling the development of more
advanced security systems, mainly in
mature markets. As these systems are
integrated with technologies, such as
big data and Al through smart devices
and the Internet of Things, the need
for skilled and highly trained security
officers and other employee catego-
ries increases. This also results in a
higher level of acquisition activity in
the market, as companies are looking
to expand their expertise in emerging
segments.

Securitas offers a combination of
electronic security services and
guarding expertise. At our SOCs,

we have the ability to gather large
amounts of data from camera feeds,
sensors, incident reports and access
controls, which enables real-time
detection and better prediction of
security incidents. We ensure that the
data that we process on behalf of our
clients, or regarding our employees or
others, is protected.

Sense of instability

Global economic changes often
impact the demand for security ser-
vices. A widening income gap could
result in a greater fear of instability and
property crime. An expanding middle
class in urban areas with assets to
protect and increased construction
activity, particularly in the emerging
economies, often boosts demand for
security services and results in higher
investment levels. China and India are
expected to be the fastest growing
national markets for security services
through 2024, while the US and Europe
still make up a large proportion of the
global market.

Securitas can offer both the tech-
nology and the personnel needed to
meet changing security demands. In
addition to offering complex security
systems that can be controlled across
borders, we have an unmatched
presence. With our approximately
1360 branch offices, we can meet the
needs of our clients both globally and
locally.



Sensitive infrastructure

Logistic centers, manufacturing
industries, data centers, ports and
public transportation all rely on
well-functioning infrastructure, since
disruptions could result in high costs
and increased vulnerability. Today,
cybersecurity concerns are prompt-
ing security providers to expand
their competencies, acquire new
equipment and build new systems to
broaden their expertise and meet this
demand.

At Securitas, we possess in-depth
knowledge about specific client
segments, such as public transpor-
tation, manufacturing or logistics. We
have the expertise to create complex
cross-border security solutions. In
line with our strategy, and in order to
expand Securitas’ electronic security
presence and capabilities, during
2020 we acquired Techco Security in
Spain, Stanley Security’s electronic
security businesses in five countries
and FE Moran Security Solutions in the
us.

Trends

27

Societal tensions

Real or perceived threats of terrorist
and militant incidents vary over

time, and exceptional situations like
the pandemic in 2020 could create
societal tensions. The public sector
continues to outsource many security
services to the private sector in the
face of downsizing and cost-cutting
programs as well as new and more
complex threats that are challenging
to handle. The trend of regulating pri-
vate security providers is continuing,
which is helping to increase confi-
dence in these services, both among
the general public and among clients
in the private and public sectors.

Securitas can offer security solutions
and, if needed, extra services on
short notice to the public and private
sectors. For example, we can provide
on-site guarding in public areas to
support the work of the police force
or for infrastructure such as public
transportation. Through our presence,
Securitas can contribute to peace

of mind in tense situations. We also
provide professional risk analysis and
risk management services to help
tackle complex security issues.

Urbanization

Urbanization and industrialization
continue as people keep moving into
cities. High population density could
in turn lead to concerns about crime,
and the residential security market

is expected to grow rapidly in most
developed countries as electronic
monitoring equipment becomes more
common. In addition, the commercial
and industrial market is forecast to
account for more than 70 percent of
global security service revenue growth.

Securitas continues to expand its
presence in urban areas around the
world to ensure close proximity to
clients. We have a strong presence in
both mature markets and developing
countries, and can provide advanced
security systems and consulting
services. We can also offer highly
trained frontline personnel who are
specialized in handling the increasing
technological complexity of these new
security systems.



Securitas Annual and Sustainability Report 2020 28

H Securitas is a global company that offers the most
OW We advanced and sustainable security solutions in the
industry. We are located in 47 countries in Europe,
(@ reate North America, Latin America, Africa, the Middle East,
Asia and Australia, and have 355 000 employees.
Val u e Securitas has over 150 000 clients, both small and

large, in many industries and segments. We are driven
by a clear corporate culture and purpose, which helps
us live according to our values.

REMOTE GUARDING
Securitas operators use cameras
to remotely patrol client sites

ON-SITE GUARDING

Our on-site security officers are
trained to detect, deter and res-
pond to risks and incidents

FOUR STRATEGIC FOCUS AREAS
Our four strategic focus areas

help us deliver sustainable global
MOBILE GUARDING security solutions with focus on our
clients, people and society.

Mobile guards patrol multiple
Read more on pages 8-23.

sites within a limited area

ELECTRONIC SECURITY

We provide the full value chain,
from design and installation to
maintenance and monitoring

FIRE AND SAFETY

A full range of fire and safety
solutions, including fire prevention We help make
and emergency planning you r wo rld

CORPORATE RISK MANAGEMENT a safer p|ace

Combining cutting-edge techno-
logy with top security intelligence

OUR VALUES

Our values guide us every day
and they are the foundation of
our culture. They help us to act in
an ethical way.



Read more on pages 20-21.

THE GLOBAL GOALS

How we create value

Value we
delivered 2020

92%

share of employees with
permanent work contract

4%

improvement in injury rate

N%

client retention rate

107 954

total sales, MSEK

4.5%

operating margin

4.00

proposed dividend, SEK

862

current taxes paid, MSEK

™
R

Security—
a human need’

EMPLOYEES

We are a people company and it

is important that we are a stable
employer with long-term focus

that offers our employees good
working conditions. We believe in
developing our employees through
training and talent management so
they can reach their full potential
and grow in their jobs.

CLIENTS

With our in-depth knowledge and
experience we continue to offer
our clients innovative and data-
driven solutions. Our clients can
feel confident that our solutions
are efficient and designed to help
them minimize interruption in their
businesses.

SHAREHOLDERS

Securitas is a long-term, stable,
profitable and sustainable com-
pany. By leading the transformation
of the security industry, we will
remain an attractive investment.

SOCIETY

Being safe is one of the most
basic human needs. In a world
where the threats to our security
are constantly increasing and
becoming increasingly complex,
we exist to help our clients make
cities and communities safer.

* Read more about how we contribute to the UN’s Sustainable
Development Goals 5, 8 and 16 on page 172.
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Operations

Securitas has a leading global and local market
presence with operations in 47 countries. Our
operations are organized in three business segments:
Security Services North America, Security Services
Europe and Security Services Ibero-America. We also
have operations in Africa, the Middle East, Asia and
Australia, which form the AMEA division. This division
is reported as “Other” in our segment reporting.

of preser



erations

management. Our security serv

are managed and coordinated
through 44 SOCs, where operators
can quickly address our clients’
security issues. The information
gathered by our SOCs provides our
clients with high-quality security
around the clock, along with analytics,
analysis and client reports.

d unit v
ecurity, Pinkerton
orporate Risk Management and
Critical Infrastructure Services.
There is a unit for global and national
accounts and specialized client
segment units, such as aviation,
healthcare, manufacturing and oil and
gas.

SECURITY SERVICES

EUROPE

Security Services Europe provides
protective services in 22 countries,
including aviation security in 15
countries. The full range of protective
services includes on-site, mobile and
remote guarding, electronic security,
fire and safety services and corporate
risk management. In addition there is
one specialized unit for global clients
and one for security solutions.

SECURITY SERVICES
IBERO-AMERICA

Security Services lbero-America
provides protective services in seven
Latin American countries as well

as in Portugal and Spain in Europe.
Aviation security is offered in seven
countries. The offered services
include on-site, mobile and remote
guarding, electronic security, fire and
safety services and corporate risk
management.



Securitas

Annual and Sustainability Report 2020

32

Securitas meets the clients’ needs with a
high-quality protective services offering,
a leading global and local presence,
skilled employees and shared values.

A unique
global position

Securitas’ markets*

Canada
Mexico
USA

Austria

Belgium

Bosnia and Herzegovina
Croatia

Czech Republic
Denmark
Finland

France
Germany
Hungary

Ireland

Luxembourg
The Netherlands
Norway

Poland

Romania

Serbia

Slovakia
Sweden
Switzerland
Turkey

United Kingdom

Argentina
Chile
Colombia
CostaRica
Ecuador

Peru
Portugal
Spain
Uruguay

Australia
China

Hong Kong
India
Indonesia
Jordan
Morocco
Saudi Arabia
Singapore
South Africa

South Korea
Thailand

United Arab Emirates
Vietnam

*Atthe beginning of 2020,
Securitas had operations
in 57 markets and has, after
having decided to leave or
divest operations, remaining
operations in 48 markets at
the beginning of 2021.



123:000
employees

Security Services
North America

61000
employees

Our operations

Security Services
Ilbero- America

121 000
employes

Organic sales growth
was 2 percent (4)

Security solutions and electro-
nic security sales represented
17 percent (18) of total segment
sales

The operating margin
decreased to 5.9 percent (6.2)

The client retention rate
was 91 percent (90)

Organic sales growth
was 2 percent (14)

Security solutions and electronic
security sales represented 30
percent (27) of total segment
sales

The operating margin
decreased to 4.5 percent (4.7)

The client retention rate
was 93 percent (92)
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Security Services
Europe

Organic sales growth was
-2 percent (2)

Security solutions and electro-
nic security sales represented
24 percent (22) of total segment
sales

The operating margin
decreased to 4.6 percent (5.5)

The client retention rate
was 90 percent (90)

50 000

employees

AMEA

Despite the extraordinary
situation with the coronavirus
pandemic, we grew and
strengthened our position as
the leading protective services
provider in the AMEA region

Two strategic acquisitions

in electronic security were
completed in 2020, Fredon
Security in Australia and Stanley
Security in India and Singapore
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Security Services
North America

“We foresee a change in demand,
as the clients’ security needs are
likely to change when we move to
a post-coronavirus security market.”

Share of segment sales

® USA, 92%

® Canada, 6%

® Mexico, 1%
Rest of countries in
the segment, 1%

THE YEAR 2020

Despite the extraordinary challenges
that the coronavirus pandemic has
entailed, organic sales growth was
positive. Thanks to the outstanding
efforts of our leaders and employees,
we met the radically different and
diverse needs faced by our clients
due to the unprecedented situation in
which they found themselves. Despite
the economic environment, we were
also able to offer stable and attractive
career opportunities.

After three years of planning and deve-
lopment, a number of major IT and bu-
siness transformation initiatives were
launched in 2020. The primary focus
of this project has been to integrate
our workforce management and our fi-
nancial reporting into a single modern
platform. We are already seeing bene-
fits, such as service enhancement and
data transparency for Securitas and
our clients.

Our work with solutions innovation
also continued, including the rollout of
cost-effective, turnkey technology so-
lutions supported by remote guarding.
The acquisition of FE Moran Security
Solutions supports Securitas’ strategy
and strengthens our position as a
leader in protective services.

THE MARKET

We foresee a change in demand,

as clients’ security needs are like-

ly to change when we move to a
post-coronavirus security market.
Critical security aspects related to
the return to work and virtual work
environments, reduced facility usage
and the mix of labor and technology
will create a need for new security
solutions and services.

Securitas has a strong position in the
market, which was reinforced by our
ability to meet our clients’ emergen-
cy demands during the coronavirus
pandemic. Our transition from a pure
guarding company to one offering full
security solutions with distinct specia-
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lizations has progressed smoothly and
is now delivering a growing number of
benefits, both for our clients and for us.

A SUSTAINABLE BUSINESS

To protect the health and safety of
our employees during the coronavirus
pandemic, we developed a compre-
hensive, specific training program
covering pandemics, personal pro-
tection equipment, screening tools
and industry-specific applications.
Similar training was also developed for
managers to support safe client and
employee interactions.

Diversity, fair wages and benefits for
our frontline personnel are prioriti-
zed areas. A diversity and inclusion
leadership team has been formed to
create a roadmap and to execute on
the programs developed.

GOALS AND PRIORITIES

In the coming years, we will conti-

nue to execute on our strategy. This
includes furthering our commitment

to employee safety, best practices and
personal support at the same time as
we focus on increasing sales of secu-
rity solutions and expand and refine
our specialization in services. We will
continue to work on our digital busi-
ness transformation in order to further
optimize our performance, as well as
accelerating our client-centric innova-
tion work, which involves improving our
ability to capture, analyze and use data
to create new services, including better
prediction of security incidents.
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apital emp

123 000

ber of employees

720

Branch managers
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Security Services

Europe

“Our people have demonstrated great
resilience and leadership, and worked
extremely hard during the peaks of the
crisis to stay close to our clients.”

Share of segment sales

L

® Germany, 21%

® France, 15%

® Sweden, 12%
Belgium, 10%
Netherlands, 8%

@ Eastern Europe, 7%

O UK, 6%
Norway, 5%

® Turkey, 5%
Rest of countries in
the segment, 11%

THE YEAR 2020

Security Services Europe delivered a
good performance in 2020. However,
the business was heavily impacted
by the effects of the coronavirus
pandemic, especially in segments
such as aviation and events. Apart
from these segments, we experienced
underlying growth with improved
margins. Sales of security solutions
and electronic security also slowed
during 2020. A cost-savings program
was implemented to ensure an
optimal cost structure to meet the
changing demands of our clients,
while also accelerating the shift to
an organization focused on selling
security solutions.

Our major focus throughout 2020 was
the well-being of our employees and
making sure we could continue to
perform the key role that we play for
our clients and in society, a role that
has become even more essential as a
result of the coronavirus pandemic.

Our people have demonstrated great
resilience and leadership, and worked
extremely hard during the peaks of
the crisis to stay close to our clients,
sometimes in a digital way.

THE MARKET

The European market for security
services has been impacted by the
slowdown of the economy due to

the pandemic and the uncertainty
among clients with respect to future
investments. Nevertheless, Securitas’
position as the leading company in
the security industry and our broad
offering in protective services gave us
opportunities to deliver value-added
and cost-efficient security solutions
to our clients, even during a global
pandemic.

A SUSTAINABLE BUSINESS

Securitas aims to be the employer

of choice, and we work continuously
to improve our brand, position and
attractiveness to current and potential
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employees. This includes updating

our recruitment processes and
platforms, strengthening our employee
excellence culture and an increased
focus on diversity at all levels of our
business. Diversity workshops have,
for example, been held in a number of
countries. We continue to improve our
talent management and succession
planning through country-specific
programs and divisional activities. This,
combined with the ability to recruit and
retain the best people, will ensure that
Securitas is ready for new challenges.

We value close and proactive
relationship with works councils and
unions across Europe and with our
own European Works Council. The
health and safety of our employees

is always our top priority, and we will
continue to ensure that our people
can carry out their work safely. During
the coronavirus pandemic the focus
has been on providing our employees
with appropriate personal protective
equipment and specific training.

GOALS AND PRIORITIES

Our top priority in 2021 will continue

to be the well-being and safety of

our people, while also focusing on
growing the parts of our business that
yield a higher margin. We will have an
increased focus on electronic security
and security solutions through close
collaboration with our clients. At the
same time, 2021 marks the start of our
ambitious business transformation
program. The program will enable us
to benefit from our scale and common
ways of working, and will help change
the business mix and improve our
margins.
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Security Services
Ibero-America

“These acquisitions are important
steps in the execution of our strategy
and will also help consolidate our
position as leader in the electronic
security market.”

Share of segment sales

® Spain, 53%

® Argentina, 13%

® Portugal, 10%
Chile, 8%
Peru, 5%

® Colombia, 4%

® Rest of countries in
the segment, 7%

THE YEAR 2020

In 2020 we have devoted considerable
effort to safeguarding our employees’
well-being and helping our clients
solve their security needs.

Despite the extraordinary situation
created by the coronavirus pandemic,
we have successfully integrated a
number of strategically important
acquisitions carried out in 2019 and
2020, such as Techco Security in
Spain, which offers a broad range of
security services including installation,
remote guarding services, access
control, electronic alarm surveillance
and fire protection, and the safety
systems companies Instalfago in
Portugal and SCI Proteccion Contra
Incendios in Spain. In 2020, Securitas
also acquired Stanley Security’s
electronic security business in five
countries, including Portugal, where
there is also an alarm monitoring
center.

These acquisitions are important
steps in the execution of our strategy
and will also help consolidate our
position as leader in the electronic
security market. We have identified
numerous synergies that will help

to increase our knowledge and
efficiency and add value for our
clients.

THE MARKET

The markets in both Spain and
Portugal as well as in Latin America
have been affected by the coronavirus
pandemic, with the market for aviation
security showing the largest decline.
Smaller players in many of the markets
are facing difficulties, which will
probably lead to further consolidation.
This development will present us

with favorable opportunities to
accelerate the shift toward increased
use of technology and electronic
security in our solutions, which in turn
will strengthen our position as the
industry leader in protective services.
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A SUSTAINABLE BUSINESS

Our priority in 2020 was to ensure safe
working conditions for our employees,
especially for security officers on

the frontline. Great effort went into
ensuring that they had appropriate
personal protection equipment and

to arrange transportation during
periods when public transport was not
available. We also closely monitored
our employees’ mental health status
and offered professional help when
needed.

We have continued to play an
important role in the societies where
we work, helping companies and
authorities in all sectors, especially
critical ones such as healthcare,
infrastructure and logistics, to carry
out their work.

We continue to train our employees

at all levels to ensure that we have

the competence needed to provide
our clients with high-quality security
services. Activities to promote

and increase diversity and talent
management are key to our continued
and future success.

GOALS AND PRIORITIES

The successful integration of the
acquisitions carried out over the past
two years will ensure healthy growth
in electronic security sales, in line with
our strategy. The economic situation
after the coronavirus pandemic

will differ between countries, and

we will probably see an increased
consolidation of the security services
market. This will present us with
opportunities to pursue our strategy
and to continue to work closely with
our clients to find the best security
solutions for them. We will also
continue to provide our skilled and
engaged employees and leaders
with opportunities for continued
development.
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4.5% 3 036

Operating margin Total capital employed,
MSEK

61 000

Number of employees

150 :

Branch managers
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AMEA

“In 2020, we grew and strengthened
our position as the leading protective
services provider in the AMEA region.”
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THE YEAR 2020

The coronavirus pandemic started

in Asia, and Securitas reacted fast

by putting contingency plans in

place and focusing on the needs of
our clients and the well-being and
safety of our employees. Our people
across the AMEA division have shown
outstanding leadership, flexibility and
resilience in a challenging year.

In 2020, we grew and strengthened
our position as the leading protective
services provider in the AMEA region.
Our focus on clients gives us the
ability to adapt our security solutions
to their needs. We demonstrated this
through improved client retention

and new sales despite the turbulent
year. We also took the opportunity to
accelerate our investments by further
developing our people, while at the
same time investing in our people
strategy and technology capabilities
in key markets. We also expanded our
geographical footprint in China, where
we are now able to serve our global
clients in key cities across the country.

We carried out two important
acquisitions, Fredon Security in
Australia and Stanley Security’s
electronic security business in India
and Singapore. This will contribute
to further accelerating our strategic
transition into electronic security.

THE MARKET

The guarding market in the AMEA
region is the fastest growing in the
world and is mainly driven by India and
China. Pre-coronavirus, the market
was expected to have an annual
growth rate of close to 10 percent and
account for 45 percent of the global
guarding market by 2023. While the
coronavirus pandemic had a negative
impact on specific market segments,
such as hospitality, corporate real
estate and aviation in certain markets,
many other segments have done well.
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There are major differences in terms
of market maturity in the AMEA region,
from some of the most developed
and digitized markets in the world to
some of the least developed. We see
significant growth opportunities for
our protective services and security
solutions in the developed markets,
while there is potential to build up
high-quality guarding and electronic
security services in all our markets.

A SUSTAINABLE BUSINESS

In 2020, we continued to improve the
diversity of our leadership teams,
both on divisional and country level.
We also launched our updated
compliance program to ensure a
greater focus on this important topic
and to ensure that it is well integrated
into the organization. Ethical business
behavior, a positive culture and living
by our values are still at the core of
everything that we do. These practices
are integrated into our daily work

and into our processes for recruiting,
training and developing our people.

GOALS AND PRIORITIES

In 2021, we will focus on advancing our
protective services value proposition
to selected client segments in key
markets. Our priorities will be to
strengthen the part of our organization
that works closest to our clients, in
order to increase digitization and

to expand in remote services and
electronic security, all with the aim

of building long-term partnerships
with our clients. We will do this

mainly organically, but also through
acquisitions if the right opportunity
should arise.
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Compliance with the Code

Compliance with the Swedish
Corporate Governance Code

(the Code)

The corporate governance report,
which has been prepared in accord-
ance with Chapter 6, Section 6 and 8
of the Swedish Annual Accounts Act,
provides key information concerning
compliance with the Swedish Corpo-
rate Governance Code (the Code),
shareholders, the Annual General
Meeting, Nomination Committee,
Board of Directors and their work,
including committees, remuneration
and the division of responsibilities
throughout the governance structure.
This section also covers Securitas’
system of internal control and risk
management, which is the responsi-
bility of the Board of Directors accord-
ing to the Swedish Companies Act
and the Swedish Corporate Govern-
ance Code. This description does not
form part of the Annual Report.

In the Internal control section pertain-
ing to risk, we have opted to widen the
scope of our description and explain
how enterprise risk management
works in the broader perspective
regardless of the type of risk, which
means that our focus is not confined
to risk related to internal controls

over financial reporting. Fulfilling

our strategies and objectives while
maintaining an appropriate risk level is
imperative, which is why risk manage-

ment procedures span all levels of the
organization.

Read more at www.securitas.com/en/
corporate-governance

Securitas has published its principles
for corporate governance in previous
Annual Reports. A separate section
on the Group website contains the
Articles of Association and other key
company documents.

Securitas complies with the Code
principle of “comply or explain” and
has two deviations to explain for 2020.

Code rule 2.4 Neither the company
chair nor any other member of the
Board may chair the Nomination
Committee.

Comment: This deviation applied for
the Nomination committee for AGM
2020 where Investment AB Latour had
appointed Carl Douglas (Vice-Chair of
the Board) as Chair of the Nomination
Committee. The Committee consid-
ered it important to have a represent-
ative from the major shareholders as
Chair of the Committee. For the AGM
2021 this deviation no longer applies
as Johan Hjertonsson, representing
Investment AB Latour, has been
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appointed Chair of the Nomination
Committee.

Code Rule 9.7 For share-based incen-
tive programs, the vesting period, or
the period from the commencement
of an agreement to the date on which
the shares are acquired, is to be no
less than three years.

Comment: Securitas’ share-based
incentive scheme was implemented
in 2010 and has been renewed annu-
ally since then. It was based on the
then-existing bonus structure of the
Securitas Group. In simple terms,

the bonus potential was increased in
exchange for a one-time salary freeze
and one-third of the cash bonus
outcome was to be received in shares
in March of the year following the
year in which the cash bonus would
have been paid out, provided that the
person remained employed by Secu-
ritas at such time. Since the program
replaces an immediate cash bonus
payout and is not granted in addition
to already existing bonus rights, the
Board deems that the two-year period
from the commencement of the
program until the release of the shares
is well motivated and reasonable in
order to achieve the purpose of the
program.
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Guided by our
strong values in
challenging times

Comments by the Chair

Marie Ehrling

Chair of the Board

“Securitas holds a strong
position as the global leader in
the security industry and is well
positioned for the future.”

2020 was a year like no other — for
Securitas and for the world in which
we operate. On behalf of the Board of
Directors, | would like to express our
appreciation for the resilience and
hard work of all Securitas employees
as well as our deepest sympathies to
those who have lost loved ones.

The whole world has been affected
by the corona pandemic, including
our clients, our employees and other
key stakeholders. As a major player
in the private security industry, it is
clearer than ever that Securitas plays
avital role in society. We help ensure
that our clients, in both the private
and public sectors, can carry out their
work in a safe and secure way. As we
have seen in 2020, conditions can
change radically in a short period of
time, and we have demonstrated our
ability to quickly adjust to our clients’
changing needs. Our strategy to
digitize a larger part of our services
and the way we work has certainly
proved to be the right way forward.
Everyone had to change the way they
work, and Securitas as a company
has shown the ability to adjust and
adapt to a new reality, global develop-
ments and changing client needs. To
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remain a strong global company in our
ever-changing world, this agility will

be of the utmost importance going
forward.

Securitas holds a strong position

as the global leader in the security
industry and is well positioned for the
future. Our clients’ needs are evolving
towards more digitized services as
well as more complex solutions, and
we are in a period of accelerated
transformation in order to further
strengthen our offering in these
areas and also become the leader

in intelligent security. Despite the
challenges in 2020, | am pleased that
we managed to continue our ambi-
tious transformation agenda in all our
regions.

FOCUS ON A SUSTAINABLE

WAY OF WORKING

Due to the pandemic, the Board was
not able to perform any country visits
during the year. Despite the prevailing
situation, we managed to carry out
our duties in an effective manner and
remain engaged in Securitas’ strate-
gic and operational work. Although
rapidly changing circumstances
required fast, short-term decisions



this year, we continue to maintain a
long-term approach to the develop-
ment of Securitas’ business. Securitas
is a company with strong values, and
in the face of the trying reality pre-
sented by the pandemic, Securitas’
employees at all levels demonstrated
that they truly live up to our core
values of Integrity, Vigilance and Help-
fulness, and to our purpose: “We help
make your world a safer place”.

At Securitas, compliance with our
values and procedures has been at
our core ever since the company was
founded in 1934. In 2020, we contin-
ued to develop our internal control
and risk management in order to
further strengthen our capabilities to
uphold compliance with internal and
external values and regulations. We
have high ambitions with regard to
sustainability, and we will continue to
pursue these ambitions with a focus
on our people, both within Securitas
and in the security industry. Occupa-
tional health and safety, fair wages,
good working conditions and talent
management are among our prior-
itized areas, and we are also working
to reduce our environmental impact.

Comments by the Chair

—

After serving on Securitas’ Board of
Directors for 15 years, the last six of
which as Chair, it is time for me to step
down at the Annual General Meeting
in May 2021. It has been a privilege to
be part of Securitas’ great journey and
the development that the company
has gone through. We have a clear
strategy and an ambitious target for
the years to come. We aim to expand
our lead in the security industry and to
become our clients’ intelligent pro-
tective services partner. | would like

to thank my colleagues on the Board
and Securitas’ management team for
their outstanding work and collabo-
ration. Finally, | would like to thank all
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Securitas’ shareholders for their trust
and confidence over the years. | am
convinced that Securitas’ journey in
the years ahead will continue to be
successful.

Stockholm, March 18, 2021

iy

Marie Ehrling
Chair of the Board
Securitas AB
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Solid system for
governance
and management
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Securitas’ structure for governance serves to
protect the long-term interests of our stakeholders,
ensure value creation and encourage an

entrepreneurial corporate culture. A sound

corporate governance model also creates the
foundation for responsible and sustainable business.

Securitas has a decentralized
organizational model that promotes
entrepreneurship and focuses on the
approximately 1660 branch managers
who run the company’s daily opera-
tions in 47 countries. The company’s
offerings improve when decisions
are made in close proximity to clients
and the employees who perform the
services. Local decisions are there-
fore encouraged but require a solid

governance and management system.

To facilitate this work, Securitas has

systems, routines and procedures in
place for monitoring targets, internal
control and risk management.

As a global company, Securitas
operates in many different markets
where laws, regulations, environmen-
tal requirements and social conditions
may differ. Therefore, it is vital that we
always act transparently and ethically.
Sustainability is well integrated into
Securitas’ everyday work. Securitas’
sustainability work is based on our
fundamental values — Integrity,
Vigilance and Helpfulness — and
guided by our key corporate policies
and principles, such as Securitas’
Values and Ethics Code.

Securitas values are strongly linked
to its management model - The
Securitas Toolbox. A key function of
the Toolbox is to convey our corporate
culture and create a shared plat-

form through our values. Securitas’
Toolbox management model has a
methodical structure that includes
several well-defined areas or “tools”
that serve as a framework at all levels,
and is maintained through continu-
ous training and discussion forums.
The different areas of the model
describe how Securitas’ managers
are to conduct themselves in various
aspects and stages of the company’s
operations. The model also describes
the approach we are expected to
take with regard to the market, our
clients and employees. All Securitas
employees are expected to assume
responsibility for the clients and
operations and for our shared values.
Responsibility is clarified through the
measurement and systematic evalua-
tion of results.

To continuously work on awareness
and knowledge around control and
compliance topics are important and
several initiatives within this area have
been taken during 2020.

As part of our decentralized manage-
ment approach, we are required to
set and follow up on strict financial
targets by continuously measuring
and monitoring the Group’s perfor-
mance. Financial control is not simply
about implementing controls, it also
functions as an incentive for those
employees who are in a position

to personally influence Securitas’
financial results.

The financial framework and model
continuously measure the Group’s
performance, from the branch offices
through to Group level. The aim of
the Group’s financial reporting is to
produce the most timely and accu-
rate information possible to enable
managers and employees to make
the decisions necessary for achiev-
ing profitable growth in line with
Securitas’ strategies, and to control
risks to ensure that the company’s
objectives are achieved. Financial
reporting also forms the basis for
sound internal control. The financial
model makes it possible to monitor

a number of key figures that can be
understood by all managers. Each
branch has its own statement of
income, for which it is fully responsi-
ble. It also helps managers to under-
stand the connection between risks
and opportunities, and how various
factors impact their areas of respon-
sibility as well as how we can monitor
and control these factors. It visualizes
the direct link between income and
expenses in the statement of income,
capital employed in the balance
sheet and the generation of free cash
flow. Refer to pages 66-67 for more
information.
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A SHAREHOLDERS

Securitas is listed on Nasdaq Stock-
holm in the Large Cap segment since
1991. The shareholders influence the
overall direction of the company at
the top of the governance structure.
Strong principal shareholders provide
considerable attention and interest in
our business and establish commit-
ment to the success of the business.

On December 31, 2020, the principal
shareholders in Securitas were Carl
and Eric Douglas who, through family
and Investment AB Latour, held 10.9
percent (10.9) of the capital and 29.6
percent (29.6) of the votes, and Marta
and Sofia Schoérling who, through
family and Melker Schérling AB, held
4.5 percent (4.1) of the capital and 10.9
percent (10.7) of the votes. For more

Number of shareholders 2016-2020
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41892

31221

33913 32197 I

2016 2017 2018 2019

2020

Securitas governance model

Remuneration |
Committee

Board of
Directors

E | Audit H
Committee

detailed information about sharehold-
ers, see the table on page 51.

B ANNUAL GENERAL MEETING

All shareholders are able to exercise
their influence at the Annual General
Meeting, which is the company’s
highest decision-making body. The
Annual General Meeting decides on
changes to the Articles of Association.
The Articles of Association contain no
limitation on the number of votes that
each shareholder may exercise at a
shareholders’ meeting. Each share-
holder may thus vote for all shares
held at the shareholders’ meeting.

The Annual General Meeting of
Securitas AB was held on May 7, 2020.
One of the resolutions passed in 2020
was the authorization for the Board

Attendance 2016-2020 (% of voting rights)

619% 63.5% 668%  (o8% 63.2%

2016 2017 2018 2019

2020

Functional
Committees

President
and CEO
and Group

Management

Management
Assurance

J
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Divisional
Management
and Local
Management

to resolve upon acquisition of the
company’s own shares. Sharehold-
ers representing 63.2 percent (62.8)
of the total number of votes in the
company participated in the Annual
General Meeting. On December 9,
2020, Securitas held an Extraordi-
nary General Meeting. The Meeting
resolved that a dividend should be
distributed and to amend the Articles
of Association in accordance with
the Board’s proposal. The minutes
from both meetings are available at
www.securitas.com. For information
about election and remuneration of
Board members, see the Board of

Directors section (D).
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< Meeting?
Internal capital contribution

Meeting

Business Plan 2021
Sustainability strategy
Corporate Governance report
Acquisitions

Q3 meeting'

Q3 interim report

Update from the Audit Committee
Business update and Strategy
Acquisitions

Dividend

Meeting
Digital Meet the business event

Q2 meeting'
Q2 interim report
Update from the Audit Committee

Meeting
Business update and Strategy
Intelligent services

X Statutory meeting?
Appointment of committee members
Authorization to sign for the company
Work procedures (Board, Audit and
Remuneration Committee)

Approval of Group Policies

Q1 meeting'

Qlinterim report

Update from the Audit Committee
Update on Business transformation
Securitas new compliance model

C NOMINATION COMMITTEE

The Nomination Committee is a body
established by the Annual General
Meeting with the task of preparing pro-
posals regarding the election of Board
members, the Chair of the Board and
remuneration to Board members and
Board committees.

As a basis for its proposals, the Nom-
ination Committee takes into account
the complete outcome of the evalua-
tion of the Board and its work as well as
the competence needed in the future.
The Nomination Committee applies
rule 4.1 of the Swedish Corporate
Governance Code as its diversity policy
and the committee has endeavored to
establish a Board composition with an
equal gender distribution, character-
ized by diversity and breadth regarding
the qualifications, experience and
background of the Board members.
The 2020 Annual General Meeting
resolved to appoint Board members

in accordance with the Nomination
Committee’s proposal.

At the moment, the Board of Directors
consists of three women and five
men, meaning that the percentage of
women on the Board is 37.5 percent,
which is slightly below the target level
stipulated by the Swedish Corporate
Governance Board. It is the ambition
of the Nomination Committee to
continue working to create an equal
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The work of the Board of Directors

In addition to the topics listed, other areas are discussed
continuously, such as operational performance, updates from
divisions, strategy, market and competition, acquisitions,
insurance, credit risk, tax matters, legal matters and funding.
Held per capsulam.

N

gender distribution on the Board.
The Committee has adopted working
instructions that govern its work.

Before each Annual General Meeting,
during which the election of auditors
takes place, the Nomination Commit-
tee also prepares motions regarding
the election of auditors and decisions
about fees to auditors and other related
matters, in consultation with the Board
of Directors and the Audit Committee.

The Annual General Meeting has
adopted an instruction for the Nom-
ination Committee, which includes

a procedure for appointing the
Nomination Committee, valid until a
General Meeting resolves in a change.
In accordance to this instruction the
Nomination Committee shall be com-
posed of representatives of the five
largest shareholders in terms of voting
rights registered in the shareholders’
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Meeting
Integrity Reporting and Compliance

Q4 meeting'

Q4 and full-year report
Update from the Audit Committee
Dividend

Audit Report

Remuneration

Financing

Global IT & Intelligent Services
AGM Preparation

Acquisitions

Corporate Governance report

Meeting? <

Remuneration guidelines

Proposal regarding acquisition of own shares
Annual Report

Meeting
Corona pandemic impact on the business
Financing

Meeting? <

Incentive scheme 2020

Long term incentive program (LTI 2020/2022)
Notice Convening the AGM 2020

Meeting
Business update
Dividend

Meeting? <
Dividend

register as of August 31in the year prior
to the Annual General Meeting. Refer to
the AGM minutes for more information
on the procedure for replacing mem-
bers of the Nomination Committee
who leave before its work is concluded
or due to changes in the shareholder
structure. The Chair of the Board, Marie
Ehrling, shall convene the first meeting
of the Nomination Committee and shall
also be co-opted to the Nomination
Committee. Based on these principles,
the Nomination Committee consists of
the members listed in the table below.

The Nomination Committee is to hold
meetings as often as necessary to ful-
fill its duties. However, the Nomination
Committee is to hold at least one
meeting annually. The Nomination
Committee held two meetings during
2020.

Nomination Committee prior to 2021 AGM

Elected members

Share of votes as of August 31,2020

Johan Hjertonsson', Investment AB Latour, Chair

Share of votes not represented in the Nomination Committee

1 Johan Hjertonsson has replaced Jan Svensson as a representative of Investment AB Latour and was appointed Committee Chair by the

members of the Committee on February 5, 2021.



Q3 meeting

Q3 interimreport

Updates'

Internal MA audit activities for the Q3, 2020
Impairment test

Corporate Governance Report

Internal audit function assessment
External auditor early warning and internal
control report

Cyber security

Q2 meeting

Q2 interim report |

Updates'

Internal MA audit activities for the Q2, 2020
External auditor half year report

D BOARD OF DIRECTORS

According to the Articles of Associ-
ation, the Board of Directors should
have between five and ten Board
members elected by the Annual Gen-
eral Meeting, with no more than two
Deputy Directors. The Directors and
Deputy Directors are elected by the
Annual General Meeting for the period
up to and including the first Annual
General Meeting to be held in the year
after the Director or Deputy Director
was elected. Securitas’ Board of
Directors has eight members elected
by the Annual General Meeting, three
employee representatives and one
deputy employee representative.

The Annual General Meeting
re-elected Marie Ehrling as Chair of
the Board and Carl Douglas as Vice-
Chair. For further information about
the members of the Board of Directors
including remuneration, see pages
51-53.

Responsibilities of the

Board of Directors

The Board of Directors is responsible
for the organization and administra-
tion of the company and the Group in
accordance with the Swedish Compa-
nies Act and also appoints the Pres-
ident and CEO, the Audit Committee
and the Remuneration Committee.

Securitas governance model

The work of the Audit Committee

(MA) Management Assurance

Topics based on a set rolling agenda format with updates on
accounting, treasury, acquisitions, risk / insurance, legal, tax,
internal control, sustainability, enterprise risk management, IT/IS,
follow-up of on site visits, audit / consultancy costs and auditor
independence.

In addition, the Board of Directors
determines the President and CEO’s
salary and other remuneration. The
Board meets a minimum of six times
annually.

The Board of Directors of Securitas
AB has approved a number of policies
that apply to governance. Examples of
such policies are found on page 61.

The Board ensures the quality of
financial reporting through Group
policies, procedures and frameworks,
clear structures with defined respon-
sibilities and through documented
delegation of authority, which is
further described in the enterprise
risk management and internal control
report, beginning on page 57. The
Board has formed an Audit Committee
(see section E) and a Remuneration
Committee (see section F).

The work of the Board of Directors
The activities of the Board of Direc-
tors and the division of responsibility
between the Board and Group Man-
agement are governed by formal
procedures documented in a written
instruction, which is adopted by the
Board each year after the Annual
General Meeting. According to
these procedures, the Board should
determine, among other things, the
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Q4 meeting

Interim report and full-year report
Updates'

Internal MA audit activities for the Q4, 2019
Corporate Governance report

Yearly summary of employee benefits
(pensions)

External auditor report

Q1 meeting

Qlinterim report

Updates'

Internal MA audit activities for the Q1, 2020
External auditor audit plan

Internal MA audit plan

Annual update Group Policies

Group’s overall strategy, corporate
acquisitions and property investments
above a certain level, and establish a
framework for the Group’s operations
through the Group’s business plan.
The Board also plays an important role
in the ongoing process of identifying
and evaluating significant risks faced
by the Group.

The procedures include a work
instruction for the President and CEOQ,
as well as instructions for financial
reporting. The procedures also pre-
scribe that an annual evaluation of
the work of the Board of Directors
should be carried out. On a yearly
basis, all Board members submit their
answers to a questionnaire issued by
the Nomination Committee about the
quality of the work in the Board. Based
on this report, an evaluation is made
in the Board and in the Nomination
Committee.

The Board held 16 meetings in 2020,
of which 5 were held per capsulam.
The auditors participated in the Board
meeting that was held in conjunction
with the yearly closing of the books, in
February 2020, where they presented
the audit.
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E AUDIT COMMITTEE

The Board of Directors has established
and appointed an Audit Committee,
which operates under the instruc-
tions for the Audit Committee and
meets with Securitas’ auditors at least
four times per year. The Committee
supports the Board’s quality-control
work in terms of financial reports,

and its internal control over financial
reporting.

Specifically, the Committee monitors
the financial reporting, the effective-
ness of internal control, internal audit
activities and the risk management
system. The Committee also stays
informed about annual statutory
audits. It assesses the external audi-
tor’s independence and receives
information of, and approves the
performance of, significant non-audit
services.

The Committee presents its findings
and proposals to the Board, prior to
the Board’s decision. The Committee
met four times during 2020. The major
topics discussed are listed on the
previous page.

F REMUNERATION COMMITTEE
The Board has formed a Remuner-
ation Committee to prepare deci-
sions related to salaries, bonuses,
share-based incentive schemes and
other forms of compensation for
Group Management, as well as other
management levels if the Board of
Directors so decides. The Committee
presents its proposals to the Board,
for the Board’s decision. The Commit-
tee held two meetings during 2020.

Short-term Incentive Program

A share-based incentive scheme was
adopted at the Annual General Meet-
ing 2020, enabling the Group to gradu-
ally have approximately 2 600 of Secu-
ritas’ top managers as shareholders.
The scheme strengthens employee
commitment to Securitas’ future
success and development for the
benefit of all shareholders. In principal,
the adopted incentive scheme entails
that one-third of any annual bonus,
earned under the performance-based
cash bonus schemes, is converted into
aright to receive shares, with delayed
allotment and subject to continued
employment in Securitas. The scope
and content of the incentive scheme
is unchanged compared to the share—
based incentive scheme that was
adopted at the Annual General Meet-
ings in 2010 and forward.

Annual and Sustainability Report 2020

Refer to the AGM minutes and note 12
for more information.

Long-term Incentive Program

The Annual General Meeting 2019 and
2020 resolved on a long-term incen-
tive program including the CEO, other
members of Group Management and
certain other key employees within the
Securitas Group (LTI 2019/2021 and LTI
2020/2022, together “the LTI Pro-
grams”) which are intended to work
as an alternative incentive solution to
the aforementioned incentive scheme
and includes approximately up to 80
employees within Securitas. The out-
come of the LTI Programs is based on
the annual development of Securitas’
earnings per share. The LTI Programs
are conditional upon the participant’s
own investment and holding periods
of several years. The vesting period for
the LTI Programs are three years after
allotment.

The purpose of the LTI Programs are
to create a strong long-term incen-
tive for top executives of the Group,
strengthen the Group’s ability to retain
and recruit top executives, provide
competitive remuneration, and to
align the interests of the shareholders
with the interests of the executives
concerned by enabling the partici-
pants to become substantial share-
holders in the company. Refer to the
AGM minutes and note 12 for more
information on the LTI Programs.

Guidelines for remuneration

The guidelines for remuneration to
senior management that were adopted
at the Annual General Meeting 2020
primarily entailed that remuneration to
senior management and their terms
of employment should be competitive
and comply with market conditions,

to ensure that Securitas is able to
attract and keep competent senior
management employees. The total
remuneration to Group Management
should consist of a fixed basic salary,
variable remuneration, pensions and
other benefits.

Thus, in addition to a fixed annual
salary, Group Management may

also receive variable remuneration,
which shall be based on the outcome
in relation to financial goals within
the individual area of responsibility
(Group or division) and which shall be
aligned with the interest of the share-
holders.
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The variable remuneration should
amount to a maximum of 85 percent of
the fixed annual salary for the Presi-
dent and CEO, and a maximum of 60 to
200 percent of the fixed annual salary
for other members of Group Manage-
ment. The cost of the company for
2020 in terms of its obligations to pay
variable remuneration to the Group
Management is established to not
exceed a total of MSEK 108 at maxi-
mum outcome (not including potential
costs for the LTI Programs). The com-
plete guidelines for remuneration can
be found on www.securitas.com.

Additional information on remuneration
to the Board of Directors and Group
Management, including the outcome,
see note 9.

G PRESIDENT AND CEO AND

GROUP MANAGEMENT

The President and CEO and Group
Management are charged with over-
all responsibility for conducting the
business of the Securitas Group in line
with the strategy and long-term goals
adopted by the Board of Directors of
Securitas AB. The primary tool used
by the President and CEO and Group
Management to measure the exe-
cution of strategies and to guide the
employees and organization toward
achieving its objectives is the financial
framework and the financial model.

In 2020, Group Management com-
prised the President and CEO and 13
executives with representatives from
the divisions. For further information
on Group Management, see pages
54-55.

H MANAGEMENT ASSURANCE

The Management Assurance staff
function has over the years operated
as the Group’s internal audit func-
tion and reported to the Senior Vice
President Finance with an open line
of communication to the Audit Com-
mittee. During 2020 it was decided

to appoint a formal Internal Audit
function and head of such function,
the Chief Audit Executive, has been
recruited and will from the first quarter
2021 build the Internal Audit team and
function.

During 2020 the Management
Assurance function has continued
to operate as previously and the
function prepares an annual plan for
its work, which is approved by the
Audit Committee. The results of the
function’s work, which includes the



execution and coordination of internal
audit related activities during the year,
are presented at the Audit Committee
meetings. The Management Assurance
Director participated in four Audit
Committee meetings during 2020. The
scope of the Management Assurance
function is transitioning to internal
control over financial reporting (ICFR)
and operating as a second line of
defense function, whereby it is also
renamed Group ICFR.

For more information, refer to
www.securitas.com.

| FUNCTIONAL COMMITTEES

The Group has established a number
of functional committees, boards and
work groups, including the functions for
Finance / Tax and Assurance, Corpo-
rate Finance / Treasury and Legal / Risk
and Insurance. These committees
include the CFO, Senior Vice President
Finance, Senior Vice President General
Counsel and the appropriate func-
tional area experts. The main purpose
of these functional committees is to
determine appropriate policies, com-
municate the policies and ensure local
understanding (including training) of
the policies, as well as monitoring key
issues within each area of responsi-
bility. There is also a separate IS/IT
Board and a Digital Security committee.
Quarterly meetings are held with the
President and CEO, at which topics that
will be reported to the Audit Committee
are discussed. In addition to the above
two new committees have been putin
place during 2020, a Business Ethics,
Sustainability Board and an ICFR Board.

Securitas governance model

J DIVISIONAL AND LOCAL
MANAGEMENT

Securitas’ philosophy is to work in

a decentralized environment where
local management is primarily respon-
sible for monitoring and ensuring
compliance by local units with the
Group Policies, including any divi-
sion-specific policies and guidelines.
Local management is responsible

for the establishment and continued
operations of a system of procedures
and controls that ensures the reliability
of the company’s management and
financial reporting information in the
most economical and efficient man-
ner possible. This includes ensuring

a minimum of basic and supervisory
controls in order to mitigate relevant
risks. Local management reports to
Group Management through divisional
management on operational matters
and local controllers report through
divisional controllers on financial
reporting matters.

K AUDITORS

The Annual General Meeting 2020
elected PricewaterhouseCoopers AB
(PwC) as the Group’s audit firm, with
authorized public accountant Patrik
Adolfson as auditor in charge, for a
period of one year.

The auditors’ work is based on an
audit plan, which is agreed upon in
consultation with the Audit Commit-
tee and the Board of Directors. The
auditors participate in all meetings
of the Audit Committee and present
their findings from the annual audit
at the Board meeting held in Febru-
ary. In addition, the auditors should
inform the Audit Committee on an
annual basis of any services rendered,

Composition of the board and attendance in 2020

other than audit assignments, and
any auditing fees received for such
services or other circumstances that
might affect the evaluation of the
auditors’ independence. The auditors
should also participate in the Annual
General Meeting to present the audit
report and its conclusions.

The audit is performed in compliance
with the Swedish Companies Act, gen-
erally accepted auditing standards in
Sweden and International Standards
on Auditing (ISA).

For audit fees and reimbursement to
auditors, see note 11 and 45.

AUDITOR IN CHARGE

Patrik Adolfson, born 1973, Author-
ized Public Accountant, Auditor in
charge, PricewaterhouseCoopers
AB. Patrik Adolfson has been
auditor in charge of Securitas AB
since 2015.

Other audit assignments:
Anticimex Group AB, AcadeMedia
AB (publ), Attendo AB (publ), Nord-
stjernan AB, Pandox AB (publ) and
Bonava AB (publ). Member of FAR.

Position Attendance

Board Audit Remuneration Independent Independent

Board of Audit Remuneration meetings Committee Committee Total fee', to company to share-

Board member Directors Committee Committee (16) meetings (4) meetings (2) SEK (8) holders (5)
Marie Ehrling Chair - Chair 16 — 2 2300000 Yes Yes
Carl Douglas Vice-Chair - Member T 2 895000  Yes “No
Ingrid Bon"c'i‘e o mDirector o ”I‘\/Iember T 16 o 4 - o ”335 000 o Yes Yes
John Branabn . mDirector o - . T — - o ”635 000 o Yes Yes
Anders Bé‘i;s? HDirector - 2 - . Hé>35 000 o Yes ' No
Fredrik Car;;pelen . mDirector Chair . 14 T 4 - o 1)60 000 o Yes Yes
Sofia Schgr‘ling Ht‘)gbe'r“g‘; WDirector o ”I‘\/Iember . 16 T 4 - o ."835 000 o Yes ' No
Dick Sege"r" mDirector o - Tz 16 o — - o ."635 000 o Yes Yes
Susanne éérgman Is,ra'é"lsson3 o mDirector - T 14 o — - o 0 o - o
i Hje|m'3m e ”bireotor - . 15 [T - - R ; R - .
o Prang;,‘ . ”birector - e 16 [T - - R ; R - e

1 Total fee includes fees for committee work. In total, SEK 875 000 was paid out for committee work, of which SEK 150 000 for Remuneration Committee work and SEK 725 000 for Audit Committee work.
For more details, refer to the minutes of the Annual General Meeting 2020 on Securitas’ website: www.securitas.com.

2 Member of the Audit committee until May 7, 2020.

3 Employee representatives, appointed members of the Board of Directors at the Annual General Meeting. Deputy employee representative is Thomas Fanberg. Thomas Fanberg (b. 1961) has been
Deputy Director of Securitas AB since 2008. Employee Representative, Chair of Salaried Employees’ Union local branch, Securitas Norrland.
For comparative information about remuneration to the Board of Directors and senior management, see note 9.
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Board
of Directors

MARIE EHRLING

Chair, born 1955

Director of Securitas AB since 2006 and Chair
since 2016

Principal education: BSc in Economics and
Business Administration

Other assignments: Vice Chair of Axel Johnson
AB, Director of Axel Johnson International and
Disruptive Materials AB

Previously: Chair of Telia Company AB, President
of TeliaSonera Sverige, Deputy CEO of SAS AB,
responsible for SAS Airlines and other executive
positions at SAS

Shares in Securitas: 10 000 Series B shares

INGRID BONDE

Born 1959

Director of Securitas AB since 2017

Principal education: BSc in Business and
Economics

Other assignments: Chair of Hoist Finance AB,
Alecta, Apoteket AB and Vice Chair of Telia
Company AB

Previously: CFO and Deputy CEO Vattenfall
AB, CEO AMF, Chair of Swedish Climate Policy
Council, Director General Swedish Financial
Supervisory Authority, Loomis AB and Swedish
Corporate Governance Board

Shares in Securitas: 2 600 Series B shares

CARL DOUGLAS

Vice Chair, born 1965

Deputy Director of Securitas AB since 1992,
Director since 1999 and Vice Chair

since 2008

Principal education: Bachelor of Arts, Doctor
of Letters (h.c.)

Other assignments: Vice Chair of ASSA
ABLQY AB, Director of Investment AB Latour
Shares in Securitas: 12 642 600 Series

A shares and 27190 000 Series B shares'

JOHN BRANDON

Born 1956

Director of Securitas AB since 2017

Principal education: Bachelor of Arts in History
Other assignments: Director of Hexagon AB
Previously: Vice President of Apple International,
Vice President of Apple Americas and Asia, and
President and CEO of Academic Systems
Shares in Securitas: 10 000 Series B shares



ANDERS BOOS

Born 1964

Director of Securitas AB since 2016

Principal education: Economic studies Upper
Secondary School

Other assignments: Chair of Einride AB and
Hantverksdata AB, Director of Investment

AB Latour, Stronghold Invest AB and Newsec
Property Asset Manangement AB

Previously: CEO of Drott AB and H&Q AB, Chair of
IFS AB and Cision AB, Director

of Haldex AB and Niscayah AB

Shares in Securitas: 25 000 Series B shares

DICK SEGER

Born 1953

Director of Securitas AB since 2017

Principal education: Master of Science

Other assignments: Director Anticimex Group AB
Previously: CEO, Chair of the Board

and Director of Verisure Group (previous
Securitas Direct)

Shares in Securitas: 26 Series B shares

Employee representative

JAN PRANG

Born 1959

Director of Securitas AB since 2008

Employee Representative, Chair of

Swedish Transport Workers’ Union local branch,
Securitas Goéteborg

Shares in Securitas: O

1 Through family and Investment AB Latour.
2 Through family and Melker Schorling AB.
All figures refer to holdings on December 31, 2020.

Board of directors

FREDRIK CAPPELEN

Born 1957

Director of Securitas AB since 2008

Principal education: BSc in Business
Administration

Other assignments: Chair of Dometic Group AB,
Chair of KonfiDents GmbH, Transcom AB and
Zacco A/S. Member of the ICC Executive Board
Previously: President and Group Chief Executive
of Nobia, Chair of Dustin Group AB,

Byggmax Group AB, Terveystalo Oy and Sanitec
Qy, Vice Chair of Munksjo AB

Shares in Securitas: 4 000 Series B shares

Employee representative

SUSANNE BERGMAN ISRAELSSON

Born 1958

Director of Securitas AB since 2004

Employee Representative, Negotiating Shop
Steward, Swedish Transport Workers’ Union local
branch 19, Norra Malardalen

Shares in Securitas: O
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SOFIA SCHORLING HOGBERG

Born 1978

Director of Securitas AB since 2005

Principal education: BSc in Economics and
Business Administration

Other assignments: Vice Chair Melker Schorling
AB, Director Hexagon AB and ASSA ABLOY AB
Shares in Securitas: 4 500 000 Series A

shares and 11811 639 Series B shares?

Employee representative

ASE HJELM

Born 1962

Director of Securitas AB since 2008
Deputy Director of Securitas AB since 2007
Employee Representative, Vice Chair

of Salaried Employees’ Union local branch,
Norrland, Chair of the Securitas Council

for Salaried Employees

Shares in Securitas: 120 Series B shares
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management

MAGNUS AHLQVIST

President and CEO of Securitas AB*
Born: 1974

Employed: 2015

Shares in Securitas: 131 038 Series B shares,

200 000 share options'

MARTIN ALTHEN

Chief Information Officer

Born: 1968

Employed: 2016

Shares in Securitas: 8 810 Series B shares

BART ADAM

Chief Financial Officer

Born: 1965

Employed: 1999

Shares in Securitas: 50 512 Series B shares

GREG ANDERSON

President, North American Guarding, Security
Services North America

Born: 1967

Employed: 2010

Shares in Securitas: 10 803 Series B shares

HELENA ANDREAS

Senior Vice President, Group
Communications & People

Born: 1975

Employed: 2019

Shares in Securitas: 5 394 Series B shares

TONY BYERLY

President, Securitas Electronic Security
Born: 1966

Employed: 2016

Shares in Securitas: 12 077 Series B shares



Group management

JOSE CASTEJON

Chief Operating Officer, North American
Guarding, Security Services North America
Born: 1968

Employed: 2007

Shares in Securitas: 6 440 Series B shares

JORGE COUTO

Divisional President, Security Services
Ibero-America

Born: 1970

Employed: 1998

Shares in Securitas: 9 471 Series B shares

JAN LINDSTROM

Senior Vice President, Finance

Born: 1966

Employed: 1999

Shares in Securitas: 17 232 Series B shares

ANDREAS LINDBACK

Divisional President, AMEA

Born: 1982

Employed: 2011

Shares in Securitas: 8 447 Series B shares

FRIDA ROSENHOLM

Senior Vice President, General Counsel
Born: 1974

Employed: 2018

Shares in Securitas: 5 348 Series B shares

HENRIK ZETTERBERG

Chief Operating Officer, Security Services
Europe

Born: 1976

Employed: 2014

Shares in Securitas: 11 756 Series B shares,
45 000 share options'

* Magnus Ahlgvist holds a Master of Science in Economics and Business Administration from the Stockholm School of
Economics, and a leadership exam from Harvard Business School. Previously he has held various management positions in
Motorola Mobility, Sony and Sony Ericsson Mobile Communications. He is a Director of International Security Ligue.

The following changes in Group Management took place during 2020 and were effective as of July 1,2020:

- Aimé Lyagre, COO and CTO Security Services Europe, decided to leave Securitas. This role is not replaced and the
responsibilities will be split between Henrik Zetterberg, who remains COO Security Services Europe and a member of Group
Management but with expanded responsibilities across Europe, and Thomas Lundstedt who joined Securitas as European
Solution Leader in April 2020.

« Marc Pissens, left from Securitas, the role of President Aviation will no longer be part of Group Management.
The following changes in Group Management will be effective during 2021:
» Andreas Lindback has been appointed new Group CFO from August 16, 2021, as Bart Adam steps down.

+ Brett Pickens has been appointed Divisional President AMEA and becomes a member of Group Management from April 1, 2021.

For more information about Group Management, visit www.securitas.com/en/about-us/group-management

1 Share options regarding acquisition of Securitas Series B shares, issued by Melker Schorling AB and Investment AB Latour.
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PETER KARLSTROMER

Divisional President, Security Services Europe
Born: 1971

Employed: 2019

Shares in Securitas: 16 793 Series B shares

BRIAN RIIS NIELSEN

Senior Vice President, Global Clients and leader
of Global Clients & Vertical Markets

Born: 1966

Employed: 2002

Shares in Securitas: 3 793 Series B shares
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Proactive risk
management and
internal control

Securitas’ internal control system is designed to manage,
rather than eliminate, the risk of failing to achieve business
objectives. The system provides reasonable, but not absolute,
assurance against material misstatement or loss, as well as
compliance with the main policies.

Internal control over financial report-
ing is included as a part of the overall
internal control of Securitas and con-
stitutes a central part of the Group’s
corporate governance. The descrip-
tion below covers a broader perspec-
tive on how Securitas’ internal control
is organized, using a structure based
on the COSO model, but also makes
specific reference to items pertain-
ing directly to internal control over
financial reporting. On pages 60-63
we describe Securitas’ enterprise risk
management process (ERM), which
sets the overall process for Securitas’
proactive and continuous work with
risk management and internal control.
Securitas’ insurance and claims strat-
egy is to “act as if uninsured”. Refer
to page 61for more information about
insurance as a risk management tool.

CONTROL ENVIRONMENT

The key features of the control
environment include: clear terms of
reference for the Board and each of
its committees, a clear organizational
structure with documented delega-
tion of authority documented in an
approval matrix, from the Board to
President and CEO and further to
Group Management. It also includes
the competence of employees and a
series of Group policies, procedures
and frameworks.

Emphasis lies on the competence and
abilities of the Group’s employees,
with continuous training and develop-
ment actively encouraged through a
wide variety of training programs.

The Group has three fundamental
values - Integrity, Vigilance and
Helpfulness — to help its employees
exercise good judgment and make
decisions on a consistent basis.

Policies that apply to internal control
over financial reporting are described
in Securitas’ Group Policies, which
include the company’s model for
financial control (for more detailed
information on the model, refer to
pages 66-67), and in the Securitas
Reporting Manual, which specifically
focuses on reporting matters to
ensure compliance with reporting
requirements and rules. This creates
an environment that supports reliable
and accurate reporting.

RISK ASSESSMENT

At the highest level, the Board con-
siders where future strategic oppor-
tunities and risks lie and helps shape
the corporate strategy. Balanced and
focused risk management is neces-
sary for the fulfillment of Securitas’
strategies and the achievement of its
corporate objectives.

Enterprise risk management (ERM) is
an integral component of Securitas’
operations, and risk awareness is
part of the company culture. Risk
assessments are conducted within
the framework of the Securitas ERM
process, further described on page
60-63, regardless whether the
assessments pertain to operational
risks or financial reporting risks.
Securitas does not classify compli-
ance risk as a separate category.

Instead, it is included in the opera-
tional category. Risk assessment is a
dynamic process that aims to identify
and analyze risks in relation to Secu-
ritas’ objectives. It serves as the basis
for implementing mitigating actions
after considering the controls in place
(reduce, transfer / share or accept the
risk in question).

GROUP-WIDE CONTROL ACTIVITIES
Internal control covers all divisions
and subsidiaries in the Group. Internal
control activities are established by
policies and processes, which help
ensure that all management direc-
tives to manage risks are executed.
Controls are performed on several
levels within the organization and are
established based on the process
concerned.
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This illustration shows an overview
of the key Group-wide control activities.

1 Described in further detail in the text.
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1 ERM SELF-ASSESSMENT

Every major country throughout the
Group performs an annual self-as-
sessment, which is a part of the
process to manage enterprise-wide
risks. It covers key risks, including
financial reporting risks, measures
taken and compliance with Securitas
Group Policies and Securitas Report-
ing Manual. The content is updated
on a continuous basis to reflect the
risks that Securitas is facing, which
includes ensuring that risks related to
the strategy and development of the
technology offering are incorporated
as appropriate.

The self-assessments promote con-
trol awareness and accountability and
results are signed off by each country
president. The answers are compiled
at the divisional and Group levels to
support benchmarking within and
between divisions. The answers are
also used as input for further audit

or review procedures, or other risk
management activities. Group and
divisions create action plans and
activities to follow up and support
the countries. Each reporting coun-
try is responsible for acting on any
deviations.

2 BASIC CONTROLS

Detailed controls in financial reporting
processes such as revenue, payroll
and IT, are included as one compo-
nent of Securitas’ overall Group-wide
control framework called “basic con-
trols”. Basic controls set the minimum
Group requirement regarding what
needs to be in place based on risk
assessment. Supplementary controls
ensure full protection of the compa-
ny’s assets and assure accurate and
reliable financial reporting tailored to
the entity’s specific conditions. These
controls can include manual, applica-
tion or general IT controls.



Key areas covered:

« protection of company assets

completeness and timeliness of

client invoicing

credit collection procedures

contract management

HR / payroll

IT (including information security)

business continuity planning

+ validity of payments to third parties

« accuracy of general ledger

- timeliness and accuracy of Group
reporting

- compliance with local requirements

+ conflict of interests

3 AUDIT, RISK AND CONTROL
DIAGNOSTICS

One important audit activity is the
country diagnostics. The diagnostics
comprise a work program covering
IFRS compliance, as well as key
controls within financial reporting
processes, contract management and
IT security. These reviews are usually
conducted within the first year after
an acquisition has been made and

a follow-up is performed during the
second year, provided that significant
areas for improvement have been
identified. After that countries are
includeed on a rotational basis. The
Group also performs risk and control
diagnostics in functional areas which,
by nature, have a high degree of
inherent risk. These diagnostics aim to
ensure compliance with key policies
such as the Client contract policy
and the Securitas’ Values and Ethics
Code. Securitas develops this audit
and review process on a continuous
basis using both internal and external
resources.

4 FINANCIAL CONTROL

Control activities specifically aimed
at managing risks related to financial
reporting include methods and activ-
ities for securing assets, controlling
the accuracy and reliability of internal
and external financial reports, and
ensuring compliance with defined
guidelines.

Regular analyses of the financial
results at the various levels of the
organization using the financial model
ensure that financial information main-
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tains a high level of quality. Securitas’
financial reporting is based on the
following foundations:

» Securitas Group Policies for financial
planning and reporting, long-term
financing and treasury, risks and
insurance, communications, brand-
ing, legal issues and IT

Guidelines in Securitas’ financial
model, which create the frame-
work for a simple and clear internal
reporting method, including timely
and accurate follow-up of financial
key figures (Securitas Six Fingers)

Securitas’ Reporting Manual, which
provides all managers and financial
staff with detailed instructions and
definitions for financial reporting

The controller, who is responsible for
continuously ensuring that the finan-
cial information provided is accurate,
transparent, relevant and up to date.
The controller receives continuous
feedback from the Group regarding
reporting quality, which is an effec-
tive tool for enhanced reporting. In
addition, each division has a divi-
sional controller with corresponding
responsibilities at the divisional level.

5 LETTER OF REPRESENTATION

The Group has a representation
process in which operating unit pres-
idents and controllers sign a letter of
representation in connection with the
year-end report, stating their opinion
on whether the internal control over
financial reporting and the reporting
packages give a true and fair view of
the financial position.

The letter also covers the broader
perspective of internal control, includ-
ing compliance with Securitas Group
Policies related to financial reporting.

INFORMATION AND
COMMUNICATION

Securitas’ channels for informa-

tion and communication are con-
stantly developed to ensure that all
employees are given clear objectives
and are made aware of the parame-
ters that constitute acceptable busi-
ness practices, as well as the expec-

tations of the Board in managing risks.
This provides a clear definition of the
Group’s purpose and goals, account-
abilities and the scope of permitted
activities of employees.

Systems and procedures have been
implemented that support complete,
accurate and timely financial report-
ing and provide management with

the necessary reports on business
performance relative to the estab-
lished objectives. The Group reporting
department regularly issues guidance
on reporting matters and the reporting
manual is available in a Group-wide
database. Reporting units regularly
prepare financial and management
reports that are discussed at review
meetings at different levels. These
include an analysis of financial perfor-
mance and risks for the organization
to understand its responsibility with
regard to internal control and its
impact in relation to risks, goals and
objectives.

MONITORING

Monitoring is performed at different
levels and by different functions
within the organization depending on
whether it is related to operational or
financial reporting matters. Key func-
tions include the Board of Directors,
the Audit Committee, Group Manage-
ment, functional committees, Group
ICFR (former Management Assur-
ance), the Group Risk organization,
and local and divisional management.

In addition to the follow up done in
these first and second line defense
functions it was also during the year
decided to start a formal Internal
Audit function where the Chief Audit
Executive was recruited and started in
January, 2021.



Securitas

Annual and Sustainability Report 2020

60

Four-step process for
managing enterprise risk

Securitas’ process for enterprise risk management (ERM)
is well integrated into the business and seeks to identify,

prioritize and manage the key risks to our operations at all
levels and in all parts of the organization.

Securitas is exposed to various types
of risks in our daily business. When
providing security services, Securitas
manages not only our own risks, but
also risks on behalf of our clients. It is
important to us to minimize the risk
of loss occurring as it also protects
our stakeholders. Securitas’ risks
have been classified into three main
categories: contract and acquisitions
risks, operational assignment risks
and financial risks. The categories
are based on the natural flow of our
business — entering into a contract,
execution of the assignment and the
financial result. Similar risk categories
are also relevant for acquisitions, but
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are then classified as acquisition risks,
operational integration risks and finan-
cial integration risks.

CONTRACT AND

ACQUISITIONS RISKS

The contract risks (and acquisitions
risks) category includes risks related
to entering into a client contract and
risks related to the acquisition of a
new business.

OPERATIONAL ASSIGNMENT RISKS
The operational assignment risks (and
operational integration risks) category
includes risks that are associated with
our daily operations and the services

we provide to our clients. This cate-
gory also covers all risks related to the
infrastructure necessary for running
the business as well as sustainabil-
ity risks. Examples are assignment
execution risks, Securitas’ Values and
Ethics compliance risk and health
and safety risks and operational risks,
such as IT failure, business continuity,
information security and data protec-
tion, as well as employee attraction
and retention.

FINANCIAL RISKS

The financial risks (and financial
integration risks) category includes
risks related to financial reporting,



as well as financial risks related to
external financing needs and cur-
rency exposure. To allow the divisions,
countries and regions to focus fully
on their operations, the management
of certain risks such as financing and
currency is centralized to the Group
Treasury Centre. Other examples
within this category are fraud and
error risk, management estimates
assumptions risk, credit and cash flow
risk and regulatory reporting risk.

All the risks in these categories can
impact the Group’s financial perfor-
mance and position if they are not
managed in a structured way. There-
fore, Securitas has developed its four-
step process approach for managing
enterprise risks.

To support the ERM work, Securitas
has implemented a web-based gov-
ernance, risk and compliance (GRC)
system that cover all four stepsin
Securitas’ enterprise risk manage-
ment process and gathers the ERM
information in one database. It is used
to streamline the ERM work by struc-
turing and automating processes and
workflows, such as reports. The aim
is to improve the overall quality of the
ERM work and have one single point of
information.

INPUT AND RISK IDENTIFICATION
The process starts with risk iden-
tification and prioritization during

the ERM planning process. As part

of the overall annual business plan
process, each level of the organiza-
tion prepares an ERM business plan,
which sets the focus and priorities for
operational risk management within
countries, divisions and the Group

for the coming year. The yearly risk
assessment process is coordinated by
the risk organization led by the Group
Risk function. The Group Risk function
is also responsible for maintenance

of the risk register, which is updated
annually primarily based on the coun-
try ERM business plans, but also on
other sources of input.

POLICY DEVELOPMENT

The next step in the process is to
assess whether new policies need to
be created or existing policies need to
be updated. Securitas Group policies,
which is one of the cornerstones of
Securitas’ ERM process, establish

the framework for all policies and
compliance monitoring in the Group.
The Group policies are developed
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by management and key policies are
approved by the Board of Directors. A
general policy update is released after
the statutory Board meeting in May
every year, but specific policies are
also issued or updated when neces-
sary throughout the year. During 2020
significant work was done to stand-
ardize and simplify all Group policies,
moving some of the more detailed
content to directives, instructions and
guidelines appropriate for the sub-
ject matter experts. Some of the key
policies adopted that are relevant for
governance perspectives are Group
Contract policy, Securitas’ Values and
Ethics Code, Whistleblower policy,
Communication policy, Anti Bribery
and Corruption policy, Fair compe-
tition and Anti-trust policy, Privacy
policy and Insider policy.

RISK MANAGEMENT ACTIVITIES

The third step of the process is the risk
management activities. The Board of
Directors has the ultimate responsibil-
ity for governance of risk management
while the accountability for managing
risks and for implementing and main-
taining control systems in accordance
with Group policies is clearly assigned
to management at Group, divisional
and local level. Specifically, divisional
management are responsible for all
aspects of the operations in their
divisions, including operational risk
management and risk minimization

as well as creating risk awareness
throughout the division. Operating unit
managers and country risk managers
are responsible for ensuring that risk
management is part of the local corpo-
rate culture at all levels within a country.

RISK-BASED MONITORING

The identified risks and adopted
policies set the structure for the fourth
step of the process — Risk-based
monitoring. Key risks are monitored
through self-assessments, audits, risk
and control diagnostics (described on
page 58-59), legal reviews, sustain-
ability reviews and/or are subject to
other monitoring activities throughout
the year. Monitoring permeates all
levels throughout the organization and
is performed by different functions
depending on whether it is related

to operational or financial reporting
matters.

More information on each step
of the process is to be found on
www.securitas.com
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Insurance

as arisk
management
tool

STRATEGY

Securitas’ insurance and claims strategy
is to “act as if uninsured.” This means
that while external insurance is used to
protect the balance sheet and minimize
fluctuations in earnings, our day-to-day
task is to perform our assignment as if
we do not have any insurance in place.

One important part of our risk manage-
ment work involves taking a proactive
approach to contracts and assignment
instructions to prevent claims from
occurring. From a risk management
perspective, it is important that the
contract clearly defines the assignment
to be performed by Securitas and that
our employees’ assignment instructions
mirror the contract.

IMPORTANCE OF ACTIVE CLAIMS
MANAGEMENT

Another significant part of Securitas’ risk
management work involves active claims
management, as well as ongoing claims
analysis of frequent and large losses
with the aim of identifying the underlying
driving forces. The claims are analyzed
to find out if there are certain types of
services, contracts, regions and so forth
that cause insurance claims. As the
Group’s external insurance premiums
are partly determined by the historic
loss record, a favorable loss record will
contribute to lower premiums and a
lower cost of risk.

PROCUREMENT STRATEGY

Insurance programs are procured with
the objective of creating a balanced and
cost-efficient protection against neg-
ative financial impact. Securitas seeks
to achieve economies of scale through
coordinated insurance programs and
the optimal utilization of the Group’s
insurance captives. The strategy is to
cover the more frequent claims arising in
Securitas’ own books. Using insurance
captives gives the Group an opportunity
to handle part of the claims process
internally and provides Group Manage-
ment with an option to establish some
independence from the cyclical nature
of commercial insurance markets.

BENEFITS FOR OUR CLIENTS

An important advantage of our Global
insurance programs is that our cli-

ents can be confident that Securitas’
high-quality insurance cover is consist-
entin all markets.
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Securitas key risks

Securitas’ risk register contains about 50 risks. Out of the 50 risks, 14
are selected as top risks that will be subjected to monitoring activities
during the year. Out of these, eight risks are currently considered key
Group risks for 2020 and have been assigned primary focus during
the year. For information on our key risks and how they are managed,
refer to the table below.
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Input and risk identification

Policy development

Contract
risk

Securitas’
Values and
Ethics
compliance
risk

Information
security risk

Assignment
execution risk

Compliance
(regulatory
and other) risk

Business
continuity
risk

Price/
production
costrisk

Insider
threat risk

Risk that unreasonable obligations and risks are undertaken
inthe contract, resulting in unbalanced terms for the type of
assignmentin question, such as excessive liability, unrealistic
service levels or unfavorable pricing mechanisms.

Risk of non-compliance with Securitas’ Values and Ethics
Code (the Code) can ultimately resultin reputational damage,
lostrevenues, penalties, fines, difficulties in recruiting, etc.

Risk of failing to protect the confidentiality, integrity and/or
availability of data and data processing, which may resultin
operational losses, reputational damage, third-party liabilities
and/or regulatory fines.

Risk that agreed contractual requirements are not met, which
inturn could adversely impact the contract portfolio churn
rate, growth, customer relations and reputation.

Risk that regulatory and other requirements are not met or
that Securitas does not meet the compliance expectations
inthe market or among our customers or investors. This
could resultinlower quality, higher costs, lostincome, delay,
penalties, fines or reputational damage.

Risk that key business processes cannot operate following
an incident which could cause significant disruption to the
operations.

Risk of not being able to manage prices/wages or other
production costs in a desired manner, for example wage
increases not reflected properly in customer contracts which
could lead to deteriorated margins.

Risk that a personin his/her position as employed by, or
subcontractors to, Securitas potentially could pose a threat to
Securitas, our clients and/or the public, for example by being
involved in organized crime, terrorism, extremist- or similar
activities.

The Group has formal policies and guidelines for defining

the approval process and authorization levels for new
contracts as well as how to manage existing contracts. All
relevant employees receive training in these policies. In
addition, operations are protected by a customized Securitas
insurance program, should unforeseen events occur. Read
more about Securitas’ insurance and claims strategy on the
previous page.

The Codeis one of the key corporate policies that ensures
the company upholds and promotes the highest ethical
business standards. Securitas’ basic requirementis to act
within the framework of laws and international conventions,
such as the United Nations Universal Declaration of Human
Rights. As acomplement to the Code, the Group has adopted
several policies, where some of the already existing ones were
updated during 2020 and new versions released. These were
for example a new Anti-Bribery and Anti-Corruption Policy,

a Securitas Business Partner Code of Conduct, a Group Fair
Competition and Anti-Trust Policy.

The Group’s information security policy sets forth Group
Management’s ambition, expectations and directions for
information security across the Securitas Group as a further
level of detail to supplement the information security strategy
established by the Board of Directors. During the year a new
Group Digital Security Policy was adopted.

The Group policy requires local human resources policies
covering the areas of hiring employees, retaining employees,
development and training, and compliance with relevant
laws and regulations. Proper recruitment procedures and the
training and supervision of security officers are important for
mitigating the risk.

Risks related to compliance with laws and regulations are
managed at all levels in the organization, by all employees. The
guiding policy is Securitas’ Values and Ethics Code, but risks
are further governed in separate policies relating to specific
topics/areas. An example of suchis Privacy Compliance
where arevised Group Privacy Policy was released during the
year.

The Group’s business continuity policy requires all entities to
have a written contingency plan based on the classification
of key processes. The plan should also cover key IT systems
and be linked to controls of IT disruptions, including disaster
recovery plans. The plan should cover all relevant areas,
including regular updates and testing.

Part of the Group financial reporting procedures, reporting
of price/wage KPIs at Group level is mandatory as part of the
monthly and quarterly reporting package.

The Group’s Insider threat policy is to be implemented

by all countries due to the increased risk of terrorism and
exposure of insider threat. The aim is to ensure to the largest
extent possible that we can avoid and/or detect employees/
subcontractors that potentially could pose a threat to
Securitas, to our clients and/or the public.




Enterprise risk management (ERM) and internal control 63

Risk management activities

Contract
risk

Securitas’
Values and
Ethics
compliance
risk

Information
security risk

Assignment
execution risk

Compliance
(regulatory
and other) risk

Business
continuity
risk

Price/
production
costrisk

Insider
threatrisk

To manage contractrisks in a structured way in the
operations, we use a business risk evaluation model known
as the Scale, which is part of Securitas’ management model,
“The Toolbox”. The model evaluates the assignment, risk,
contractterms and financial aspects. Allemployees involved
inthe contract management processreceive training inthe
model.

All our employees are trained in the Code. In addition, we
also have training requirements for the policies related to the
Code, such as the mandatory training on the Anti-Corruption
Policy and the Group Fair Competition and Anti-Trust Policy.

Information security risk management will remain a focus
area over the next few years as the cyber security threat
landscape evolves. In 2020, Securitas took further steps

to enhance cyber security capabilities and implemented
additional preventative controls as well as further developing
the governance model.

Local procedures for security services include a process for
written site instructions ensuring they are defined, up to date,
known and understood.

Itis mandatory that local processes include procedures to
ensure compliance with relevant laws and regulations, that
there is an assigned responsibility for recurring reviews

and that action plans are in place for addressing any issues
identified. Compliance with Privacy and specifically GDPR
continued to be a key focus during 2020. A mandatory
e-learning “Privacy and Data Protection Essentials” and a new
Privacy compliance platform was launched during the year.

During the last couple of years, Securitas has carried out a
Group project focusing on business continuity planning with
workshops in selected countries throughout the Group to
share methodologies for creating, testing and maintaining
business continuity plans for critical business processes and
IT systems.

The processes include measurement, communication,
training and support for employees involved in the pricing
of our services, at the inception of a contract and for price
adjustments.

All countries are required to implement specific processes
and controls to mitigate the risk. Such measures includes: risk
assessment & workshops, screening processes, awareness,
operational measures, reporting channels and investigation
procedures.

Since contractrisk is a key risk, Securitas monitors this
through reviews (called diagnostics) to test the effectiveness
of controlsin the contract management process. Contract
risk is also monitored through the ERM self-assessments and
business plan process.

The riskis monitored through sustainability reviews, audits,
the ERM self-assessments and business plan process.

The Group has an Ethics and Sustainability Board, which
establishes the principles for Securitas’ sustainability work
and closely follows up cases of alleged non-compliance with
the Code, reported through Securitas Integrity Line or other
reporting channels.

The implementation of the Digital Security policy and
strengthening of relevant capabilities in this domain are
monitored using different sources of assurance, such as
reviews, audits, ERM self-assessments as well as local country
monitoring activities.

The risk is monitored through the ERM self-assessments and
business plan process as well as through local branch audits.

The review procedures in the Group are designed to identify
any changes in regulatory requirements that may affect
Securitas’ activities and to take the appropriate actions.
Specific for GDPR, IT/IS GDPR focused reviews were
conducted in select countries.

Therisk is monitored through audits, as well as the ERM self-
assessments and ERM-business plan process.

Price/wage increases are monitored and followed up ona
monthly basis and are part of the monthly reporting package
at Group level.

The risk and policy implementation are monitored through
Insider threat reviews where select countries were followed
up on during 2020. The risk is also monitored through the ERM
self-assessment and the ERM-business plan process.
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To the general meeting of the shareholders
in Securitas AB, corporate identity number
556302-7241

ENGAGEMENT AND RESPONSIBILITY

Itis the Board of Directors who is responsible
for the corporate governance statement for
the year 2020 (on pages 42-64) and that it
has been prepared in accordance with the
Annual Accounts Act.

THE SCOPE OF THE AUDIT

Our examination has been conducted in
accordance with FAR’s auditing standard
RevU 16 The auditor’s examination of the
corporate governance statement. This
means that our examination of the corporate

Stockholm, March 18, 2021
PricewaterhouseCoopers AB

Patrik Adolfson
Authorized Public Accountant
Auditor in charge
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Ingrid Bonde
Director

Anders Boos
Director

Sofia Schorling Hégberg
Director

Susanne Bergman Israelsson
Director
Employee Representative

Jan Prang
Director
Employee Representative

governance statement is different and sub-
stantially less in scope than an audit con-
ducted in accordance with International
Standards on Auditing and generally
accepted auditing standards in Sweden.

We believe that the examination has provided
us with sufficient basis for our opinions.

OPINIONS

A corporate governance statement has been
prepared. Disclosures in accordance with
chapter 6 section 6 the second paragraph
points 2—6 the Annual Accounts Act and
chapter 7 section 31the second paragraph
the same law are consistent with the annual
accounts and the consolidated accounts and
are in accordance with the Annual Accounts Act.

Madeleine Endre
Authorized Public Accountant
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How to read and
understand our finances

Securitas’ financial model — six fingers — focuses on

the factors that impact profit, and are clearly linked to
operations. Factors are grouped into three categories:
volume-related factors, efficiency-related factors and

capital-usage-related factors.

These factors are then assigned key figures that are measured
continuously, allowing managers to make decisions based on facts,
enabling them to make quick adjustments if needed. The model is
also used when analyzing acquisition targets. The factors and key
figures are used throughout our operations from branch level to
Group level.

Six key figures represent the backbone of the Six Fingers model

(highlighted in the text and table), but there are complementary
key figures used by all divisions, such as organic sales growth

SECURITAS’ MODEL FOR FINANCIAL KEY FIGURES

Volume-related factors

and operating margin. There are also complimentary key figures
tailored to measure the business in prioritized areas such as within
security solutions and electronic security. These key figures include
volume-, efficiency- and capital-usage-related factors that hold
specific bearing on the Group’s progress. Examples are the number
of remote video solution installations, gross margin on security
solution contracts (compared with traditional guarding contracts),
the investment in security equipment and order backlog for alarm
installations.

Group Operations

The first two key figures, New sales (of contracts) and Net change
(of contract portfolio), relate to the development of the client
contract portfolio. New sales are newly signed contracts that will
increase the monthly fixed sales. Net change in the client contract
portfolio refers to new starts (a newly signed contract that has
started) plus increased sales in existing contracts, less terminated
client contracts and reduced sales in existing contracts. Price
changes are measured separately and added to Net change to
determine the period’s closing balance of the contract portfolio.
The closing balance is the total value of monthly invoicing on our
monthly fixed contracts at the closing date for the current period.
The third key figure, taken from the statement of income, is Total
sales, which in addition to contract-based sales, includes short-
term guarding assignments but also alarm installations, certain
maintenance services, product sales and certain risk management
services.

Efficiency-related factors

New sales
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Gross margin on new sales

Terminations

Gross margin on terminations

Net change

Price change

Organic sales growth Organic sales growth

Acquired sales growth

Real sales growth

Total sales Total sales

Group Operations

The efficiency-related key figures provide managers with tools
to monitor service efficiency and cost trends. The fourth and
fifth key figures are: Gross margin, which is defined as total
sales less direct expenses as a percentage of total sales, and
Indirect expenses, which pertain to the organization and include
sales and administrative expenses (costs of branch, area and
regional / country offices). Gross income less Indirect expenses
equals operating income before amortization of acquisition-
related intangible assets and acquisition-related costs. When
this is expressed as a percentage of total sales, it indicates the
Group’s operating margin, which in Securitas’ financial model,
comes before acquisition-related items.

Employee turnover

Wage costincrease

Gross margin

Indirect expenses

Operating margin Operating margin

Income before tax

Earnings per share
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Capital-usage-related factors

Group
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Operations

In general, Securitas’ operations are not capital intensive.
Accounts receivable tie up the most capital. The sixth key figure
is Days of sales outstanding (DSO). Payment terms and effective
collection procedures are decisive in determining how much
capital is tied up in accounts receivable. These figures are
followed up on an ongoing basis at all levels in the organization.

Days of sales outstanding

Operating capital employed as
% of sales

Operating capital employed as
% of sales

Cash flow from operating activities

as % of operating income before
amortization

Cash flow from operating activities
as % of operating income before
amortization

Free cash flow

Return on capital employed

Return on capital employed

Free cash flow in relation to net debt

RELATIONSHIP BETWEEN INCOME, CASH FLOW AND BALANCE SHEET

Statement of income

The statement of income is broken down
according to function, making responsibil-
ity for each profit level clear. Managers with
operational responsibility can easily see
what is expected of them and concentrate
on the factors they can affect. Gross margin
and operating margin are key indicators,
and used in reviewing operations at both
divisional and Group level. Amortization

of acquisition-related intangible assets,
acquisition-related costs, financial items
and taxes are monitored separately.

Statement of cash flow

In principle, operating income should
generate the same amount of cash flow
from operating activities. The cash flow

is affected by investments in non-current
tangible and intangible assets used in oper-
ations and by changes in working capital.
Cash flow from operating activities is an
important indicator at operational level. It

Total sales

Production expenses

Grossincome

Operating margin, %

is defined as operating income less invest-
ments in non-current tangible and intangi-
ble assets (including equipment for solution
contracts) plus reversal of depreciation,
change in accounts receivable and change
in other operating capital employed.

Free cash flow is cash flow from operating
activities less net financial items paid and
current taxes paid. Cash flow for the year
is arrived at when cash flow relating to
acquisitions and shareholders’ equity is
deducted from free cash flow.

The consolidation of net debt in foreign
currencies usually generates a translation
difference that is reported separately. In
addition, accounting standards require

that certain elements of the net debt are
revalued to market value after the initial
recognition and this revaluation is also
reported separately. The change in net debt

—  Operatingincome before amortization

Investments in non-current tangible
and intangible assets

Reversal of depreciation

Netinvestments in non-current tangible
andintangible assets

Changein accountsreceivable

Cash flow from operating activities

I Net financial items paid I

Current taxes paid

I Free cash flow I

corresponds to cash flow for the year plus
the change in loans and lease liabilities,
translation differences and also the revalua-
tion of financial instruments.

Balance sheet

Securitas uses the terms “capital
employed” and “financing of capital
employed” to describe the balance sheet
and financial position. Capital employed
consists of operating capital employed

plus goodwill, acquisition-related intangible
assets and shares in associated companies.

Operating capital employed, which consists
of operating non-current tangible and
intangible assets and working capital, is
continuously monitored at the operating
level to avoid unnecessary tied-up capital.
Capital employed is financed by net debt
and shareholders’ equity.

Operating non-current tangible
and intangible assets

Accountsreceivable

Other operating capital employed

Operating capital employed

N

Acquisitions

N

I Shareholders I

I Amortization of net debt I

This picture shows the connection between the statement of income, the statement of cash flow and the balance sheet. Different colors are used for the sake of clarity.

Operatingitems. WM Netdebt-related items.

Goodwill, taxes and non-operating ltems.

Il [tems related to shareholders’ equity.
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Report of the

Board of Directors

The Board of Directors and the President of Securitas

AB (publ.), corporate registration number 556302-7241,
with its registered office in Stockholm, hereby submit the
Annual Report and consolidated financial statements for

the 2020 financial year.

Securitas offers protective services based on client-specific needs
through different combinations of on-site, mobile and remote guard-
ing, electronic security, fire and safety and corporate risk manage-
ment. Securitas operates in 47 countries in North America, Europe,
Latin America, Africa, the Middle East, Asia and Australia, with

355 000 employees.

In 2020 the Securitas Group consisted of the business segments
Security Services North America, Security Services Europe and
Security Services lbero-America. In addition to these business seg-
ments, the Group conducts operations in Africa, the Middle East,
Asia and Australia, which are included under the heading Other in
the segment report in note 10.

The Group continued to show resilience in the face of the ongo-
ing corona pandemic and ended a challenging year with positive
organic sales growth in the fourth quarter. The negative impact of
the corona pandemic on the airport security business remains to be
significant, primarily in Security Services Europe. Increased extra
sales, focus on helping our clients with their security needs related
to the corona pandemic, have offset some of the corona-related
sales reductions in the contract portfolio. Organic sales growth was
0 percent (4).

The operating margin was 4.5 percent (5.2), negatively impacted
by the corona pandemic and the related increased provisioning to
reflect the enhanced risk in the business environment. The negative
impact was partly offset by cost-saving actions and government
grants mostly as a compensation for temporary unemployment
costs. The price and wage balance was on par in the year. The oper-
ating result, adjusted for changes in exchange rates, was -10 per-
cent (3).

Sales of security solutions and electronic security sales
amounted to 22 percent (21) of total sales for the year. Real sales
growth, including acquisitions and adjusted for changes in
exchange rates, was 5 percent (10). The installation business within
electronic security was negatively impacted by the corona pan-
demic throughout the year.

The Group delivered a strong cash flow during the year, even
when excluding the effects of corona-related government support
measures. Cash flow from operating activities was 147 percent (85).
The net debt to EBITDA ratio was 2.1(2.2).

Earnings per share amounted to SEK 6.63 (9.20), a total change
of -28 percent compared with the preceding year. The real change
in earnings per share in 2020 was -23 percent. EPS before items
affecting comparability amounted to SEK 8.02 (9.61), representing a
total change of -17 percent compared with the preceding year and a
real change of -12 percent in 2020.

SALES

Sales amounted to MSEK 107 954 (110 899) and organic sales growth
to O percent (4). All business segments were negatively impacted by
the corona pandemic, but to some extent offset by increased extra
sales which amounted to 16 percent (14) of total sales. Organic sales
growth in Security Services North America was 2 percent (4), with
the decline mainly attributable to the Electronic Security and Critical
Infrastructure Services business units. Security Services Europe had
-2 percent (2), with a significant corona-related impact from
reduced airport security as well as previously communicated con-
tract terminations. Security Services Ibero-America declined to

2 percent (14), primarily related to Argentina, Peru and Spain.

Real sales growth, including acquisitions and adjusted for
changes in exchange rates, was 1 percent (6).

Sales of security solutions and electronic security sales
amounted to MSEK 23 478 (23 290) or 22 percent (21) of total sales
for the full year. Real sales growth, including acquisitions and
adjusted for changes in exchange rates, was 5 percent (10).

Sales January - December

MSEK 2020 2019 %
Total sales 107954 110899 -3
Currency change from 2019 4390 -
Currency adjusted sales 112344 110899 1
Acquisitions/divestitures -1312 -18
Organicsales 111032 110881 (/]

OPERATING INCOME BEFORE AMORTIZATION

Operating income before amortization was MSEK 4 892 (5 738)
which, adjusted for changes in exchange rates, represented a real
change of -10 percent (3). The operating income was supported by
corona-related government grants and support measures of MSEK
780 in 2020, mostly within Security Services Europe. These grants
and support measures relate primarily to partial unemployment sup-
port where there are increased cost levels due to idle time. The
operating income was hampered by increased levels of provisioning
of MSEK 530 to reflect the increased risk in the business environ-
ment mainly related to employee benefits and the collection of out-
standing accounts receivable.

The Group’s operating margin was 4.5 percent (5.2). While the
corona pandemic impacted all business segments to varying
degrees, the main negative impact occurred in Security Services
Europe. Continued strategy-related investments at Group level and
external fees, included under Other in the segment reporting, also
impacted the Group’s operating margin. Total price adjustments in
the Group were on par with wage cost increases in 2020.
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Operating income January — December

MSEK 2020 2019 %
Operating income before amortization 4892 5738 -15
Currency change from 2019 281 -

Currency adjusted operating income

before amortization 5173 5738 -10

OPERATING INCOME AFTER AMORTIZATION
Amortization of acquisition related intangible assets amounted to
MSEK -286 (-271).

Acquisition related costs totaled MSEK -137 (-62). For further
information refer to note 11.

Iltems affecting comparability were MSEK -640 (-209), related to
the cost-savings program in the Group announced in the second
quarter of 2020 and to the previous and newly announced transfor-
mation programs. The decided exit from 11 countries resulted in an
expected net loss of MSEK -117, also included in items affecting
comparability above. For further information refer to note 11.

Operating income after amortization was MSEK 3 829 (5196).

FINANCIAL INCOME AND EXPENSES

Financial income and expenses amounted to MSEK -500 (-578). The
financial income and expenses were positively impacted by the
favorable net debt development and the exchange rates for interest
income and expenses but also by a non-recurring foreign currency
gain that was realized during the year.

INCOME BEFORE TAXES
Income before taxes amounted to MSEK 3 329 (4 618).

TAXES, NET INCOME AND EARNINGS PER SHARE
The Group’s tax rate was 27.4 percent (27.2). The tax rate before tax
on items affecting comparability was 26.4 percent (27.2).

Net income was MSEK 2 416 (3 362).

Earnings per share amounted to SEK 6.63 (9.20). Earnings per
share before items affecting comparability amounted to SEK 8.02
(9.61).

Condensed statement of income
according to Securitas’ financial model

MSEK 2020 2019
Total sales 107954 110899
Organic sales growth, % 0 4
Production expenses -89046  -91588
Grossincome 18908 19311
Selling and administrative expenses -14100 -13637
Other operating income 39 34
Share inincome of associated companies 45 30
Operating income before amortization 4892 5738
Operating margin, % 4.5 52
Amortization of acquisition
related intangible assets -286 271
Acquisition related costs -137 -62
Items affecting comparability -640 -209
Operating income after amortization 3829 5196
Financialincome and expenses -500 -578
Income before taxes 3329 4618
Taxes -913 -1256

I Netincome for the year 2416 3362 I

Securitas’ financial model is described on pages 66-67.

Operatingitems. Bl Netdebt-related items.
Goodwill, taxes and non-operating items. [l Items related to shareholders’ equity.

Annual and Sustainability Report 2020 70

DEVELOPMENT IN THE GROUP’S BUSINESS SEGMENTS
Security Services North America

Sales andincome

Change, %
MSEK 2020 2019 Total Real
Total sales 47801 48499 -1 2
Organic sales growth, % 2 4
Share of Group sales, % 44 44
Operating income before amortization 2800 3003 -7 -2
Operating margin, % 59 6.2
Share of Group operating income, % 57 52

Further information regarding the statement of income, cash flow and capital employed is provided in
note 10.

Organic sales growth was 2 percent (4). The negative impacts of the
corona pandemic on a full-year basis were primarily seen in the
Electronic Security and Critical Infrastructure Services business
units. Organic sales growth in Guarding was on par with the preced-
ing year, since the business unit was able to compensate temporar-
ily reduced portfolio sales with increased extra sales, both corona
related. The client retention rate was 91 percent (90), excluding the
effect of corona-related temporary reductions.

Security solutions and electronic security sales represented
MSEK 8 365 (8 885) or 17 percent (18) of total sales in the business
segment in 2020.

The operating margin was 5.9 percent (6.2), a decline primarily
related to the effects of the corona pandemic with enhanced levels
of provisioning to reflect the increased risk in the business environ-
ment. The sales decline in the Electronic Security and Critical Infra-
structure Services business units also hampered the operating
margin, while Guarding was supported as a result of the corona-
related change in the business mix with an increased share of extra
sales.

The Swedish krona exchange rate strengthened against the US
dollar, which had a negative effect on operating income in Swedish
kronor. The real change was -2 percent (8) in 2020.

Security Services Europe

Sales andincome

Change, %
2019 Total  Real

MSEK 2020

Total sales 45188 47248 -4 -2
Organic sales growth, % 2 2

Share of Group sales, % 42 43

Operating income before amortization 2069 2582 -20 -17
Operating margin, % 4.6 55

Share of Group operating income, % 42 45

Further information regarding the statement of income, cash flow and capital employed is provided in
note 10.

Organic sales growth was -2 percent (2). The decline was mainly
explained by the significant negative impact on airport security due
to the corona pandemic that started in March. Organic sales growth
was also impacted by the previously communicated contract losses
in France, the UK and Norway. A few countries had positive organic
sales growth, predominantly Sweden. The client retention rate was
90 percent (90), excluding the effect of corona-related temporary
reductions.

Security solutions and electronic security sales represented
MSEK 10 758 (10 611) or 24 percent (22) of total sales in the business
segment.
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The operating margin was 4.6 percent (5.5) and was primarily
burdened by the effects of the corona pandemic with a significant
impact on airport security and in the form of enhanced levels of pro-
visioning to reflect the increased risk in the business environment.
Corona-related government grants in several countries have offset
this negative impact to some extent, including related idle-time
costs. The operating margin was supported by some of the Nordic
countries.

The Swedish krona exchange rate strengthened against foreign
currencies, primarily the euro, which had a negative effect on oper-
ating income in Swedish kronor. The real change was -17 percent (1)
in 2020.

Security Services Ibero-America

Sales andincome

Change, %
MSEK 2020 2019  Total  Real
Total sales 12552 13099 -4 6
Organic sales growth, % 2 14
Share of Group sales, % 12 12
Operating income before amortization 570 614 -7 3
Operating margin, % 4.5 4.7
Share of Group operating income, % 12 11

Further information regarding the statement of income, cash flow and capital employed is provided in
note 10.

Organic sales growth was 2 percent (14). The impact from the
corona pandemic showed a mixed picture in Latin America, with a
significant negative impact on airport security in several countries.
Peru reported negative organic sales growth and Argentina had
lower organic sales growth compared to the preceding year.
Organic sales growth in Spain was 1 percent, on a strong compara-
tive, and declined due to the effects of the corona pandemic as well
as of the previously communicated reductions of short-term secu-
rity solutions contracts. The client retention rate was 93 percent (92)
excluding the effect of corona-related temporary reductions.

Security solutions and electronic security sales represented
MSEK 3 720 (3 527) or 30 percent (27) of total sales in the business
segment, supported by the acquisition of Techco Security in Spain
in 2020.

The operating margin was 4.5 percent (4.7) and the decline
related primarily to the corona pandemic. However, the operating
margin was to some extent supported by corona-related govern-
ment grants and support measures in certain countries. The operat-
ing margin was hampered by enhanced levels of provisioning to
reflect the increased risk in the business environment primarily
related to the collection of outstanding accounts receivable. The
performance in Argentina and Peru has not been satisfactory in
2020 and actions will be taken to improve the profitability in the con-
tract portfolio in both countries. Spain and Portugal displayed resil-
ience throughout the year.

The Swedish krona exchange rate strengthened against the
Argentinian peso and the euro, which had a negative impact on
operating income in Swedish kronor. The real change in the seg-
ment was 3 percent (14) in 2020.

CASH FLOW

Cash flow from operating activities amounted to MSEK 7 207 (4 902),
equivalent to 147 percent (85) of operating income before
amortization.

The impact from changes in accounts receivable was MSEK 123
(-239), positively impacted by collections and by the lower organic
sales growth. Changes in other operating capital employed were
MSEK 2 289 (-277), positively impacted by the timing of payments
and provisions made during the year. The postponed timing of pay-
ments for payroll taxes and value added tax in Europe of approxi-
mately MSEK 100 and in North America of approximately MSEK
1400 is a result of various government support measures in relation
to the corona pandemic allowing for postponement of payments.
The payments in North America are due in 2021 and 2022.

Financial income and expenses paid was MSEK -401 (-443) and
current taxes paid was MSEK -862 (-1191).

Cash flow from operating activities includes net investments in
non-current tangible and intangible assets, amounting to MSEK -97
(-320), also including capital expenditures in equipment for solutions
contracts. The net investments result from investments of MSEK
-2 787 (-3 010) and reversal of depreciation of MSEK 2 690 (2 690).

Free cash flow was MSEK 5 944 (3 268), equivalent to 178 percent
(83) of adjusted income.

Cash flow from investing activities, acquisitions, was MSEK -1801
(-574), of which purchase price payments accounted for MSEK
-1780 (-533), assumed net debt for MSEK 98 (39) and acquisition
related costs paid for MSEK -119 (-80).

Cash flow from items affecting comparability amounted to MSEK
-405 (-303). Refer to note 11 for further information.

Cash flow from financing activities was MSEK -2 762 (-1699) due
to dividend paid of MSEK -1752 (-1 606) and a net decrease in bor-
rowings of MSEK -1010 (-93).

Cash flow for the year was MSEK 976 (692). The closing balance
for liquid funds after translation differences of MSEK -204 was MSEK
4720 (3 948).
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Condensed statement of cash flow
according to Securitas’ financial model

MSEK 2020 2019
Operating income before amortization 4892 5738
Investments in non-current tangible
and intangible assets -2787 -3010
Reversal of depreciation 2690 2690
Netinvestmentsin non-current
tangible and intangible assets -97 -320
Change inaccounts receivable 123 -239
Change in other operating capital employed 2289 277
Cash flow from operating activities 7207 4902
Cash flow from operating activities, % 147 85

I Financial income and expenses paid -401 -443 I
Current taxes paid -862 -1191
Free cash flow 5944 3268
Free cash flow, % 178 83
Cash flow from investing activities,
acquisitions and divestitures -1801 -574
Cash flow fromitems affecting comparability -405 -303
Cash flow from financing activities 2762 1699
Cash flow for the year 976 692

Securitas’ financial model is described on pages 66-67.

Operatingitems. WM Netdebt-related items.
Goodwill, taxes and non-operating items.

CAPITAL EMPLOYED AND FINANCING

Capital employed

The Group’s operating capital employed was MSEK 8 893 (13100),
corresponding to 8 percent of sales (12), adjusted for the full-year
sales figures of acquired units. The reduction is supported by the
strong cash flow from operating activities. The translation of foreign
operating capital employed to Swedish kronor decreased the
Group’s operating capital employed by MSEK 1676.

The annual impairment test of all Cash Generating Units (CGU),
which is required under IFRS, took place during the third quarter of
2020 in conjunction with the business plan process for 2021. None
of the CGUs tested for impairment had a carrying amount that
exceeded the recoverable amount. Consequently, no impairment
losses have been recognized in 2020. No impairment losses were
recognized in 2019 either.

The Group’s total capital employed was MSEK 32 042 (37 140).
The translation of foreign capital employed to Swedish kronor
decreased the Group’s capital employed by MSEK 3 941. The return
on capital employed was 13 percent (15).

Financing
The Group’s net debt amounted to MSEK 14 335 (17 541). The net
debt was positively impacted mainly by the free cash flow of MSEK
5 944 and by translation differences of MSEK 1342, while it was neg-
atively impacted mainly by payments for acquisitions of MSEK -1 801
and a dividend of MSEK -1752, paid to the shareholders in Decem-
ber 2020.

The net debt to EBITDA ratio was 2.1 (2.2). The free cash flow to
net debt ratio amounted to 0.41(0.19). The interest coverage ratio
amounted to 9.1 (9.4).
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On April 6, 2020, Securitas’ existing MEUR 440 and MUSD 550
revolving credit facility (RCF) was replaced with a new facility with 10
key relationship banks. This new credit facility now comprises one
tranche of MEUR 938 and matures in 2025 with the possibility to
extend to 2027. It was undrawn at December 31, 2020. Further infor-
mation regarding financial instruments and credit facilities is pro-
vided in note 7.

Standard and Poor’s rating for Securitas was BBB/A-2 with a
stable outlook.

Shareholders’ equity amounted to MSEK 17707 (19 599). The
translation of foreign assets and liabilities into Swedish kronor
decreased shareholders’ equity by MSEK 2 599. Refer to the state-
ment of comprehensive income for further information.

The total number of shares amounted to 365 058 897
(365 058 897) as of December 31, 2020. Refer to note 31 for further
information.

Condensed capital employed and financing
according to Securitas’ financial model

MSEK 2020 2019
Operating capital employed 8893 13100
Operating capital employed as % of sales 8 12
Goodwill 21414 22157
Acquisition related intangible assets 1424 1563
Shares in associated companies 311 320
Total capital employed 32042 37140
Return on capital employed, % 13 15

[ Netdebt 14335 17541 |
Shareholders’ equity 17707 19599
Total financing 32042 37140

Securitas’ financial model is described on pages 66-67.

Operatingitems. M Netdebt-related items.
Goodwill, taxes and non-operating items. [l Items related to shareholders’ equity.

Net debt development

MSEK 2020 2019
Opening balance January 1 -17541 -14513
Cash flow from operating activities 7207 4902
Financialincome and expenses paid -401 -443
Current taxes paid -862 -1191
Free cash flow 5944 3268
Cash flow frominvesting activities,

acquisitions and divestitures -1801 -574
Cash flow from items affecting comparability -405 -303
Dividend paid -1752 -1606
Changeinlease liabilities -139 -3332
Changein net debt before revaluation and translation 1847 -2547
Revaluation of financial instruments 17 60
Translation differences 1342 -541
Changeinnetdebt 3206 -3028
Closing balance December 31 -14 335 -17 541
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ACQUISITIONS AND DIVESTITURES
Acquisitions and divestitures January-December 2020 (MSEK)

Acq. related
Included  Acquired Annual Enterprise intangible
Company Business segment! from share? sales3 value Goodwill assets
Opening balance 22157 1563
Techco Security, Spain and Portugal® Security Services Ibero-America Jan8 100 520 142 118 34
Fredon Security, Australia® Other Jan9 100 240 171 152 66
STANLEY Security, Germany, Portugal, Switzerland, Security Services Europe, Security
Singapore and India Services Ibero-Americaand Other Nov 2 100 748 523 367 133
FE Moran Security Solutions, the US Security Services North America Dec16 100 450 665 657 -
Other acquisitions and divestitures>® - - -143 181 -9 11
Total acquisitions and divestitures January-December 2020 1815 1682 1285 244
Reclassification - 44
Amortization of acquisition related intangible assets - -286
Translation differences and remeasurement for hyperinflation -2028 -141
Closing balance 21414 1424

1Refers to business segment with main responsibility for the acquisition.

2 Refers to voting rights for acquisitions in the form of share purchase agreements. For asset deals no vot-
ing rights are stated.

3 Estimated annual sales.

4 Purchase price paid/received plus acquired/divested net debt but excluding any deferred considerations.

5 Related to other acquisitions for the period and updated previous year acquisition calculations for the
following entities: Global Elite Group, Iverify (step acquisition), the US, Cezzam, France, DAK, Turkey, SCI
Proteccion ContraIncendios, Spain, Blueprint (contract portfolio) and Staysafe, Australia. Related also

All acquisition calculations are finalized no later than one year after
the acquisition is made. Transactions with non-controlling interests
are specified in the consolidated statement of changes in share-
holders’ equity and in note 31. Transaction costs and revaluation of
deferred considerations can be found in note 11.

For further information regarding acquisitions and divestitures in
2020, refer to note 17.

CHANGES IN GROUP MANAGEMENT
Andreas Lindback has been appointed new Group CFO from August
16, 2021, as Bart Adam steps down. Brett Pickens has been
appointed Divisional President for Africa, Middle East and Asia and
becomes a member of Group Management from April 1, 2021.

All other Group Management members continue in their present
roles.

OTHER SIGNIFICANT EVENTS

Cost-savings program initiated in the Group

Securitas announced and initiated a cost-savings program in the
Group during the second quarter, with an estimated range of
restructuring costs of MSEK 350-500. The final amount will largely
depend on changes related to government grants and the develop-
ment of the airport security business. The program is expected to
be finalized end of the second quarter of 2021. The payback period
is around two years and the savings will have a gradually increasing
positive impact that started in the fourth quarter of 2020.

Dividend and Extraordinary General Meeting

Due to the uncertainty caused by the corona pandemic, the Annual
General Meeting resolved, in accordance with the Board’s revised
proposal, that no dividend should be distributed. In light of the
improving financial performance and solid financial position under a
continued prudent approach, the Board proposed to reinstate a divi-

to divestitures of Securitas Greece, Securitas Montenegro, Securitas Latvia, Securitas Sri Lanka and
Securitas Egypt, as well as to deferred considerations paid in the US, Sweden, the UK, Germany, France,
Austria, Turkey, Portugal, Australia, China and Hong Kong.

6 Deferred considerations have been recognized mainly based on an assessment of the future profitability
developmentinthe acquired entities for an agreed period. The net of new deferred considerations,
payments made from previously recognized deferred considerations and revaluation of deferred con-
siderations in the Group was MSEK -76. Total deferred considerations, short-term and long-term, in the
Group’s balance sheetamount to MSEK 295.

dend proposal for 2019 of SEK 4.80 (4.40) per share which was
resolved by an Extraordinary General Meeting on December 9, 2020.
The total proposed dividend amounted to 52 percent of net income
and 50 percent of net income before items affecting comparability.

Business transformation program launched in Security Services
Europe and Security Services Ibero-America

Securitas has announced a business transformation program in
Europe and Ibero-America, targeting to increase the operating
margin to around 6.5 percent in Security Services Europe and to
around 6.0 percent in Security Services lbero-America, upon com-
pletion in 2024. Related to the program, approximately MSEK -1400
will be recognized as items affecting comparability over the course
of the years 2021to 2023. These costs relate primarily to the impair-
ment of assets, systems integration and organizational restructuring
charges. Capital expenditure of approximately MSEK -1100 will be
invested in IT systems over the years 2021 to 2023.

Competition authority investigation in Belgium

Securitas is aware that competition authorities are conducting
investigations into the security sector in Belgium and is cooperating
fully. The Group currently assesses that the result or the financial
position of the Group will not be materially affected by this investiga-
tion.

OTHER SIGNIFICANT EVENTS AFTER THE BALANCE SHEET DATE
Securitas has acquired Dansk Brandteknik A/S, a leading Danish fire
and safety company that specializes in fire and safety services and
equipment, including related consulting and training services. The
acquisition will significantly enhance Securitas’ protective services
capabilities in Denmark and is in line with the Group’s strategy of
doubling its security solutions and electronic security sales by 2023.
The purchase price is approximately MDKK 110 (MSEK 149) on a
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debt-free basis. In 2020, Dansk Brandteknik’s annual sales were
more than MDKK 60 (MSEK 81), of which 70 percent were on a recur-
ring monthly revenue basis. The company has a nationwide pres-
ence in Denmark with 40 employees and approximately 7 500 busi-
ness clients, mainly in the small- and medium-sized enterprise (SME)
segment, with high client retention rates. The acquisition was con-
solidated in Securitas as of February 22, 2021.

The divestiture of Securitas Estonia was completed on February
12, 2021.

On February 12, 2021 Securitas issued a 7-year MEUR 350
Eurobond. Settlement date was February 22, 2021.

In order to hedge the share portion of Securitas short-term
share-based incentive scheme 2020, the Group entered into a swap
agreement with a third party in the beginning of March 2021.

Regarding the ongoing coronavirus pandemic, refer to the infor-
mation disclosed below under the section Risk and uncertainties.

There have been no other significant events with effect on the
financial reporting after the balance sheet date.

RISK AND UNCERTAINTIES
Managing risk is necessary for Securitas to be able to fulfill its strat-
egies and achieve its corporate objectives. Securitas’ approach to
enterprise risk management is described in more detail on pages
60-63.

Securitas’ risks fall into three main categories: contract and
acquisition risks, operational assignment risks and financial risks.

Contract and acquisition risks

This category encompasses the risks related to entering into a client
contract and also those risks related to the acquisition of new busi-
nesses.

When entering into a contract with a client a balanced allocation
of responsibilities and risks between Securitas and the client is
essential. Standardized contracts are the norm. Reasonable caps on
potential liability and indemnification for third-party claims are
important. Significant focus is devoted to contract risks and the
management of contract risks. Each segment has developed poli-
cies and procedures tailored to their specific needs. These policies
are all based on the contract policies approved by the Board of
Directors in the Group Policies.

In addition to organic growth resulting from new and/or
increased client contracts the Group has grown by a significant
number of acquisitions over the years and will, as part of the Group’s
strategy, continue to acquire security companies. The integration of
new companies always carries certain risks. The profitability of the
acquired company may be lower than expected and/or certain
costs in connection with the acquisition may be higher than
expected.

The acquisitions made during 2020 are described under the
heading Acquisitions and divestitures above and in note 17.

Operational assignment risks

Operational assignment risks are risks associated with daily opera-
tions and the services we provide to our clients including risks
related to necessary infrastructure to run the business. For example,
when services do not meet the required standards and result in loss
of property, damage to property or bodily injury. Proper recruitment,
training and supervision of security officers are important to mitigate
these risks. Another type of operational assignment risk which may
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impact profitability is the risk that Securitas will not be able to
increase prices to be paid by clients in order to compensate fully for
increases in wages and related costs.

Financial risks

The financial risks include risks related to financial reporting, as well
as financial risks related to external financing needs including cur-
rency exposure.

Financial risks are mainly managed through continuous measure-
ment and follow-up of financial performance, with the help of
Securitas’ financial model. This model identifies certain key figures
that are vital to the profitability of the operations, and facilitates the
detection and handling of risks. The financial model is described in
more detail on pages 66-67. In addition, financial risks (other than
relating to financial reporting) arise because the Group has external
financing needs and operates in a number of foreign currencies. The
risks are mainly interest rate risk, foreign currency risk, financing and
liquidity risk and credit/counterparty risk.

The client credit risk, that is the risk of Securitas’ clients not being
able to fulfill their obligation of paying invoices for services being
provided, is reduced by the fact that the numerous clients are
spread over many business sectors and geographies, and by estab-
lished routines for monitoring and collecting of accounts receivable
within the organization. Further information regarding financial risk
management is provided above under the section Capital employed
and financing/Financing and in note 7.

The preparation of financial reports requires the Board of Direc-
tors and Group Management to make estimates and judgments.
Estimates and judgments will impact the statement of income and
the balance sheet, as well as disclosures such as contingent liabili-
ties. Actual results may differ from these estimates and judgments
under different circumstances and conditions. Further information
regarding critical estimates and judgments is provided in note 4.

Securitas as well as other companies are still facing the chal-
lenge of the corona pandemic. As disclosed in this Annual Report,
the corona pandemic has negatively impacted the Group’s result,
and poses an additional challenge when making estimates and
judgments. Securitas sees reductions in sales due to reductions in
regular service levels mostly related to the aviation segment. These
reductions are causing costs for idle time to some extent supported
by government grants. It is currently unclear when regular services
levels will return to normal levels and to what extent any costs will be
further supported by government grants. Many government grants
and other relief measures have also been introduced in a short time
frame and include requirements that need to be fulfilled in order to
be eligible for the grants. This adds new elements to the judgment in
preparing the statement of income and balance sheet as well as dis-
closures. Further, increased risks are noticed related to the general
macro-economic environment, throughout the Group and mostly
related to employee benefits and collection of outstanding accounts
receivable. Further, it is unclear what type of impact the corona pan-
demic will have on the mid-term economic development of the dif-
ferent markets and geographies in which we operate.

For the forthcoming 12-month period, the financial impact of the
corona pandemic as well as certain items affecting comparability,
provisions and contingent liabilities, as described in note 11, note 34,
note 37 and note 39 respectively, may vary from the current financial
estimates and provisions made by management. This could affect
the Group’s profitability and financial position.
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STATUTORY SUSTAINABILITY REPORT

The statutory Sustainability Report is included in separate parts of
the Securitas Annual Report 2020 and is not a part of the statutory
Annual Report.

Securitas’ Sustainability Report describes the Group’s work with
regards to economic, environmental and social aspects. The report
is prepared according to the Sustainability Reporting Standards,
issued by Global Reporting Initiative (GRI). The Sustainability report-
ing also includes the statutory Sustainability Report under Chapter 6
Section 11 of the Annual Accounts Act.

Securitas is a service company with relatively low environmental
impact compared with a manufacturing company. The operations of
the Group do not require a permit under the Swedish Environmental
Code.

INFORMATION ABOUT: See page
Environment 160,162,166
Social conditions 159-161

5,20-21,28-29,157,
Personnel 159-161,163-165

Respect for humanrights 160

Anti-corruption 159,162
Value creation 28-29
Sustainability risks 161-162
GRIindex 169-170

RESEARCH AND DEVELOPMENT

The service offering of the Group is continuously being developed,
not least as an integrated item when carrying out the service delivery
to the clients. Security solutions are an important part of the protec-
tive services offering and in order to accelerate the growth a
strengthening of this organization both on country and business seg-
ment level is being implemented. During 2019 the Group also created
a Global Electronic Security Business Center, responsible for develop-
ing a global business approach with common tools, processes, prod-
ucts and services within Electronic Security. The capabilities within
technical solutions is also supported by a number of acquisitions
within Electronic security such as the ones completed during 2020
with Fredon Security (Australia) and Techco Security (Spain and Por-
tugal), STANLEY Security (Germany, Portugal, Switzerland, Singapore
and India) and FE Moran Security Solutions (US).

The Group’s CIO with team are leading the development of
Securitas’ global digitization and IS/IT transformation and are
responsible for large scale global IT/business projects. For further
information relating to transformation programs, refer to the section
Group development below.

Securitas is a service company and has historically not carried
out any material research and development activities as defined in
IAS 38 Intangible assets. Under the responsibility of the Group’s CIO
the Group has gradually invested in capabilities to develop improved
data-driven and intelligence-based services for a future where scale
and data availability are critical for the next big shift in the security
services industry to the benefit of our clients and society as a whole.
A number of development projects that support this are ongoing
and as of December 31, 2020 the Group had MSEK 51 (49) in capital-
ized development expenditures.

INFORMATION REGARDING THE SECURITAS SHARE

Information about the Securitas share regarding the number of
shares of Series A and Series B, differences between shares in
Series A and Series B as well as information on major shareholders
can be found in note 31. Further information regarding the Securitas
share can also be found on pages

174-175.

In order to be able to contribute to shareholder value, the Board
considers it beneficial for the company to be able to adjust the
company’s capital structure as appropriate at each point in time.
The Board has therefore decided to propose to the Annual General
Meeting on May 5, 2021, that the Board be authorized to be able to
resolve on the acquisition of the company’s shares for a period until
the next Annual General Meeting, up to a maximum of ten (10) per-
cent of all shares in the company. There is currently an authorization
by the Annual General Meeting 2020, to the Board of Directors to
repurchase Securitas shares for the purpose of adjusting the com-
pany’s capital structure, be able to exploit acquisition opportunities
and/or to ensure the company’s undertakings in respect of share-
based incentive programs (other than delivery of shares to partici-
pants of incentive programs). On June 24, 2019, 125 000 shares were
repurchased in order to ensure the company’s undertaking in
respect of existing share-based incentive programs. These shares
are held as treasury shares and have not reduced the company’s
share capital.

A shareholders’ agreement that among other items comprises
pre-emption rights for the sale of Series A shares by any part exists
among the Douglas family and Schérling family and companies
closely related to them. Apart from this, the Board of Directors of
Securitas AB is not aware of any shareholders’ agreements or other
arrangements between shareholders of Securitas AB.

GROUP DEVELOPMENT

Securitas continues to lead the development in the security services
industry with the strongest client offering and team, and with a
strong focus on innovation. Organic sales growth was O percent in
2020 and the growth was negatively affected by the corona pan-
demic. The operating margin was 4.5 percent. This represented a
decline compared with the previous year and the main negative
impact occurred in Europe and our aviation-related business.

To execute on the strategy that we communicated in 2019, we
continued to drive important transformation to build an even
stronger company tomorrow. To reach the wanted position, to
become the Intelligent Protective Services Partner for the clients, we
are working with three main strategic focus areas: Client engage-
ment, Protective services offering with intelligent services, and
Efficiency.

Securitas continued to execute on two major transformation pro-
grams to modernize and digitize the operations. The first program
has the objective of modernizing our global IS/IT foundation
throughout the Group. This investment into our global IS/IT founda-
tion and the creation of a global IS/IT organization will make us more
efficient. With the second program we are driving a business trans-
formation of our North American operations with the objective to
operate in a more effective way, with expected positive impact on
our client offering, competitiveness and bottom line. Both programs
are progressing according to plan and we expect to finalize these
programs by the end of 2021 with benefit realization during 2022.
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When fully implemented, we expect to have a more technology-
enabled platform across the Group, creating the capability to
develop and launch digital services at scale for our clients, as well as
a more cost-efficient base. Upon expected completion in 2022, the
investment into our global IS/IT foundation is expected to reduce
our current IT costs across the Group by MSEK 300. With higher effi-
ciency and productivity, we will free up resources to invest in speed-
ing up the development and delivery of intelligent services and to
improve margins. The business transformation program in North
America will, everything else equal, support our North American
operating margin up to 0.5 percentage points, with a first positive
impact starting in 2021 and gradually increasing during 2022.

Accelerating the modernization of our IS/IT capability and digiti-
zation of our operations will enable us to offer greatly improved
data-driven and intelligence-based services. In a future where scale
and data availability are critical, we will drive the next big shift in the
security services industry to benefit our clients and society as a
whole. This will also enable us to grow faster than the market and
deliver profitable growth.

We are now taking the next major step in the transformation jour-
ney that we initiated in 2019 in our two remaining segments, with the
launch of business transformation programs in Europe and lbe-
ro-America. These activities represent significant investments in the
execution of our strategy, and we expect to see important benefits
as a result. We will be able to benefit from our scale and common
ways of working and will help change the business mix and improve
our margins. The business transformation program in Security Ser-
vices Europe and Security Services Ibero-America targets an
increase of the operating margin in the segments to around 6.5 per-
cent and 6.0 percent respectively, upon completion in 2024. ltems
affecting comparability of approximately MSEK -1400 and capital
expenditure of approximately MSEK -1100 are planned for the years
2021-2023.

Due to the impact from the pandemic, we launched a cost reduc-
tion program in 2020. As part of that effort, we identified 11 markets
where we deemed the current and future business opportunities to
be limited. We are in the process of successfully exiting nine mar-
kets and expect to conclude the exits in two remaining markets
during the first half of 2021. These actions will remove complexity
and enable us to drive a sharper focus on realizing our strategic
ambition in the remaining footprint.

Our purpose is “We help make your world a safer place,” and in
2020 we truly lived up to this. During the pandemic, our services
have been classified as essential to society in many countries.

We have managed a very challenging situation for the world,
including Securitas, our clients and our people thanks to clear focus
and priorities throughout the pandemic. Looking ahead, we are
maintaining a high level of preparedness to initiate further actions as
required.

PARENT COMPANY OPERATIONS

The Group’s Parent Company, Securitas AB, is not involved in any
operating activities. Securitas AB consists of Group Management
and support functions for the Group.

The Parent Company’s income amounted to MSEK 1233 (1449)
and mainly relates to license fees and other income from
subsidiaries.

Financial income and expenses amounted to MSEK 1067 (2 209).
Income before taxes amounted to MSEK 1280 (2 553).
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Income before taxes includes dividends from subsidiaries of
MSEK 2 942 (1980), interest income of MSEK 253 (612), interest
expense of MSEK -388 (-443) and other financial income and
expenses, net, of MSEK -1740 (60). For further information, refer to
note 47.

Net income was MSEK 1430 (2 364).

Cash flow for the year amounted to MSEK -1445 (270).

The Parent Company’s non-current assets amounted to
MSEK 45 822 (46 157) and mainly comprise shares in subsidiaries of
MSEK 44 233 (43 911). Current assets amounted to MSEK 4 052
(5 944) of which liquid funds amounted to MSEK 151 (1 596).

Shareholders’ equity amounted to MSEK 28 999 (29 276). A divi-
dend of MSEK 1752 (1 606) was paid to the shareholders in Decem-
ber 2020.

The Parent Company’s liabilities and untaxed reserves amounted
to MSEK 20 875 (22 825) and mainly consist of interest-bearing debt.
For further information, refer to the Parent Company’s financial

statements and the accompanying notes and comments.

PROPOSED GUIDELINES FOR REMUNERATION

TO SENIOR MANAGEMENT IN SECURITAS FOR 2021

Scope

The Board has proposed that the Annual General Meeting 2021
adopts the following guidelines for remuneration to the individuals
who are included in the Group Management of Securitas (the
“senior management employees”).

The guidelines shall apply to agreements entered into after the
Annual General Meeting 2021, and to changes made in existing
agreements after the Annual General Meeting 2021. These guide-
lines do not apply to any remuneration decided or approved by the
general meeting.

Promotion of Securitas’ business strategy, long-term

interests and sustainability etc.

In short, Securitas business strategy is to offer protective services
that integrate all areas of Securitas’ competence. Together with the
customers, Securitas develop optimal and cost-efficient solutions
that are suited for the customers’ needs. This brings added value to
the customers and results in stronger, more long-term customer
relationships and improved profitability. In order to attract and keep
competent senior management employees, Securitas shall offer a
competitive total remuneration that is in line with the market condi-
tions on the relevant market for each senior management
employee. Thereby, the ambition is to ensure that Securitas has the
leading team in the security services industry, which is expected to
contribute to Securitas’ business strategy and long-term interests,
including its sustainability. More information on Securitas’ business
strategy is available on Securitas’ website securitas.com, section
About us — Strategy.

Securitas has implemented share-related incentive plans. Every
year since 2010, the Annual General Meeting has resolved on share
related incentive schemes including approximately 2 600 employ-
ees within the Group. The outcome of these incentive schemes
relates to how the criteria for awarding variable cash remuneration
are satisfied and thus they are distinctly linked to Securitas’ business
strategy, long-term interests and sustainability. Furthermore, the
Annual General Meetings 2019 and 2020 resolved on long-term
incentive programs (LTI 2019/2021 and LTI 2020/2022, together the
“LTI Programs”) including the CEO, other members of the Group
Management and certain other key employees which are intended
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to work as an alternative incentive solution to the aforementioned
incentive scheme and includes approximately up to 80 employees
within Securitas. The outcome of the LTI Programs are based on the
annual development of Securitas’ earnings per share. The LTI Pro-
grams are conditional upon the participant’s own investment and
holding periods of several years. The share-related incentive plans
have been resolved by the general meeting and are therefore
excluded from these guidelines. The share-related incentive plans
proposed by the Board of Directors and submitted to the Annual
General Meeting 2021 for approval are excluded for the same
reason. More information on Securitas’ incentive plans is available
on Securitas’ website securitas.com, section Corporate Governance
— Remuneration to Senior Management.

Types of remuneration

The total remuneration to senior management shall consist of a
fixed basic salary, variable cash remuneration, pension benefits and
other benefits. Additionally, the general meeting may - irrespective
of these guidelines — resolve on, among other things, share-related
or share price-related remuneration.

The fixed basic salary shall be competitive and reflect each
senior management employee’s responsibility and performance.
The variable cash remuneration shall amount to a maximum of 85
percent of the fixed basic salary for the President and CEO and a
maximum of 60-200 percent of the fixed basic salary for other
senior management employees.

The senior management employees shall be subject to defined
contribution pension plans for which insurance premiums are trans-
ferred from the individual’s total cash remuneration and paid by the
company during the term of employment. In exceptional cases, the
value of such insurance premiums can instead be paid as part of the
cash remuneration to a senior management employee. Variable
cash remuneration shall qualify for pension benefits to the extent
required by mandatory collective agreement provisions. Insurance
premiums may amount to not more than 35 percent of the fixed
basic salary.

Other benefits, such as company car, life insurance, special
health insurance or occupational health service shall be provided to
the extent this is considered customary for senior management
employees holding equivalent positions on the labor market where
the senior management employee is active. Premiums and other
costs relating to such benefits may amount to not more than 15 per-
cent of the fixed basic salary.

For employments governed by rules other than Swedish, pension
benefits and other benefits may be duly adjusted for compliance
with mandatory rules or local practice, taking into account, to the
extent possible, the overall purpose of these guidelines.

Criteria for awarding variable cash remuneration

Variable cash remuneration shall be awarded based on the outcome
of clearly measurable performance-based targets that are set as
close to the local business as possible and aim for long-term profit-
ability of Securitas. The performance-based targets may for exam-
ple relate to EBITA, EPS and/or cash flow within each senior man-
agement employee’s area of responsibility (Group or division). Fur-
thermore, the performance-based targets are intended to
contribute to Securitas’ business strategy and long-term interests,
including its sustainability, by, among other things, promoting the
senior management employee’s long-term development within
Securitas and reconciling the shareholders’ interests with the
employee’s interests.

The Remuneration Committee shall, for the Board of Directors,
prepare, monitor and evaluate matters regarding variable cash
remuneration to the senior management. Ahead of each measure-
ment period for the criteria for awarding variable cash remuneration,
which can be one or several years, the Board of Directors shall,
based on the work of the Remuneration Committee, establish which
criteria that are deemed to be relevant for the upcoming measure-
ment period. After a measurement period has ended, it shall be
determined to which extent the criteria have been satisfied. Evalua-
tions regarding fulfilment of financial targets shall be based on
established financial information for the relevant period.

Variable cash remuneration can be paid after the measurement
period has ended or be subject to deferred payment. If payment of
variable cash remuneration has been effected on grounds later
proven to be obviously inaccurate, Securitas shall, to the extent
legally possible, have the possibility to reclaim such paid
remuneration.

Termination of employment

At dismissal, the notice period for senior management employees
shall not exceed twelve months, with a right to redundancy payment
equivalent to a maximum of 100 percent of the fixed basic salary for
a period not exceeding twelve months after the end of the notice
period. At resignation by a senior management employee, the notice
period shall amount to a maximum of six months without a right to
redundancy payment.

Additionally, remuneration may be paid for non-compete and
non-solicitation undertakings in accordance with mandatory rules or
local practice. The remuneration shall be based on the fixed cash
salary at the time of termination of employment and be paid during
the time the non-compete or the non-solicitation undertaking
applies, however not for more than 24 months following termination
of employment.

Salary and employment conditions for employees

In the preparation of the Board of Directors’ proposal for these
guidelines, salary and employment conditions for employees of the
company have been taken into account by including information on
the employees’ total income, the components of the remuneration
and increase and growth rate over time, in the Remuneration Com-
mittee’s and the Board of Directors’ basis of decision when evaluat-
ing whether the guidelines and the limitations set out herein are
reasonable.

The decision-making process to determine, review

and implement the guidelines

The Remuneration Committee’s tasks include preparing the Board
of Directors’ decision to propose guidelines for remuneration to the
senior management. The Board of Directors shall prepare a proposal
for new guidelines at least every fourth year and submit it to the
general meeting. The guidelines shall be in force until new guide-
lines are adopted by the general meeting. The Remuneration Com-
mittee shall also monitor and evaluate programs for variable remu-
neration for the senior management, the application of the guide-
lines for remuneration to senior management as well as the current
remuneration structures and compensation levels in Securitas. The
members of the Remuneration Committee are independent of the
company and its senior management. The CEO and other members
of the senior management do not participate in the Board of Direc-
tors’ processing of and resolutions regarding remuneration-related
matters in so far as they are affected by such matters.



Securitas

Deviation from the guidelines

The Board may temporarily resolve to deviate from the guidelines, in
whole or in part, if in a specific case there is special cause for the
deviation and a deviation is necessary to serve Securitas long-term
interests, including its sustainability, or to ensure Securitas financial
viability. As set out above, the Remuneration Committee’s tasks
include preparing the Board of Directors’ resolutions in remunera-
tion-related matters. This includes any resolutions to deviate from
the guidelines.

PROPOSED ALLOCATION OF EARNINGS

The statements of income and the balance sheets of the Parent
Company and the Group are subject to adoption by the Annual Gen-
eral Meeting 2021.

Retained earnings in the Parent Company available for distribution:

SEK
Hedging reserve 75128702
Retained earnings 19763385374
Net income for the year* 1430335011
Total 21268849087

1Includes Group contributions to subsidiaries of SEK 381197 618.

The Board of Directors proposed that the earnings are allocated as
follows:

SEK
adividend to the shareholders of SEK 4.00 per share 1459735588
retained earnings to be carried forward 19809113499
Total 21268849087

The dividend amount and retained earnings to be carried forward are
calculated on the number of shares outstanding as per February 3,
2021. No dividend is payable on Securitas AB’s holding of treasury
shares, the exact number of which is determined on the record date
for payment of dividend. Securitas AB held 125 000 treasury shares
as per February 3, 2021.
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PROPOSAL ON RECORD DATE FOR DIVIDEND

As record date for dividend, the Board has proposed May 7, 2021. If
the Annual General Meeting so resolves, the dividend is expected to
be distributed by Euroclear Sweden AB starting May 12, 2021.

PROPOSED AUTHORIZATION TO ACQUIRE

THE COMPANY’S OWN SHARES

The Board has further proposed that the 2021 Annual General Meet-
ing should authorize the Board to, on one or several occasions
during the time up to the Annual General Meeting in 2022, decide on
the acquisition of the Company’s own shares. The proposal entails
that the Board may decide on acquisitions so that the maximum
number of shares held by the Company at each point in time does
not exceed ten (10) percent of all shares in the Company.

THE BOARD’S STATEMENTS ON THE PROPOSED

DIVIDEND AND THE PROPOSED AUTHORIZATION

TO ACQUIRE THE COMPANY’S OWN SHARES

The Board has issued the following statements regarding proposed
allocation of earnings and proposed authorization to acquire the
Company’s own shares pursuant to Chapter 18, Section 4 and Chap-
ter 19, Section 22 of the Swedish Companies Act.

The Company’s unappropriated earnings as per December 31,
2020 amount to SEK 19 838 514 076. The net income for the year
amounts to SEK 1430 335 011 of which SEK 381197 618 is related to
Group contributions to subsidiaries and SEK 2981671 is the result of
financial instruments being valued pursuant to Chapter 4, Section
14a of the Swedish Annual Accounts Act.

The Company’s equity would have been SEK 73 244 555 lower as
per December 31, 2020, if financial instruments, having been valued
at fair value pursuant to Chapter 4, Section 14a of the Swedish
Annual Accounts Act, had instead been valued at the lower of cost
or market.

At the disposal of the Annual General Meeting is thereby a total
amount of SEK 21268 849 087 in unappropriated earnings before
the decision on dividend for 2020.
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Provided that the 2021 Annual General Meeting resolves to allo-
cate the earnings in accordance with the Board’s proposal, SEK
19 809 113 499 will be carried forward. Hence, there will be full cover-
age for the Company’s restricted equity after distribution of the pro-
posed dividend, Group contributions and authorization to acquire
the Company’s own shares.

In view of the proposed dividend and authorization to acquire the
Company’s own shares, the Board has considered the Company’s
and the Group’s consolidation requirements and liquidity through a
comprehensive assessment of the financial position of the Com-
pany and the Group, as well as the possibilities of the Company and
the Group to discharge its obligations in the long term. The pro-
posed dividend, the Group contributions to subsidiaries and the pro-
posed authorization to acquire the Company’s own shares does not
jeopardize the Company’s ability to make the investments that have
been deemed necessary. The Company’s financial position does not
give rise to any other assessment than that the Company can con-
tinue its operations and that the Company is expected to comply
with its obligations in a short as well as long term perspective. In
addition to the assessment of the Company’s consolidation require-
ments and liquidity, the Board has also taken into consideration all
other known circumstances that may impact the Company’s finan-
cial position.

With reference to the above, the Board makes the assessment
that the proposed dividend, the Group contributions and the pro-
posed authorization to acquire the Company’s own shares are justi-
fiable considering the requirements that the nature, scope and risks
of the operations pose on the size of the Company’s and the
Group’s equity as well as the Company’s and the Group’s consolida-
tion requirements, liquidity and position in general.

As regards the Company’s and the Group’s result and position in
general, refer to the statements of income, statements of compre-
hensive income, balance sheets and statements of cash flow as well
as notes and comments. The Board will continue to assess further
the financial position and liquidity up to the decision on the Annual
General Meeting.
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Consolidated statement of income

MSEK Note 2020 2019
Sales 106642 109560
Sales, acquired business 1312 1339
Total sales 6,10 107954 110899
Production expenses 11,12,13 -89046 -91588
Gross income 18908 19311
Selling and administrative expenses 11,12,13 -14100 -13637
Other operating income 6 39 34
Share inincome of associated companies 23 45 30
Amortization of acquisition related intangible assets 19 -286 271
Acquisition related costs 11 -137 -62
Items affecting comparability 11 -640 -209
Operatingincome 11 3829 5196
Financialincome 14,15 68 67
Financial expenses 15 -568 -645
Income before taxes 3329 4618
Taxes 16 -913 -1256
Net income for the year 2416 3362
Whereof attributable to:

Equity holders of the Parent Company 2419 3357
Non-controlling interests -3 5
Average number of shares before and after dilution 364933897 364993486
Earnings per share before and after dilution (SEK) 3 6.63 9.20
Earnings per share before and after dilution and before items affecting comparability (SEK) 3 8.02 961
Consolidated statement of comprehensive income

MSEK Note 2020 2019
Netincome for the year 2416 3362
Other comprehensiveincome

Items that will not be reclassified to the statement of income

Remeasurements of defined benefit pension plans net of tax 33 -78 31
Total items that will not be reclassified to the statement of income -78 31
Items that subsequently may be reclassified to the statement ofincome

Remeasurement for hyperinflation net of tax 62 79
Cash flow hedges net of tax 7 -22 36
Cost of hedging net of tax 7 34 12
Net investment hedges net of tax 528 -346
Other comprehensive income from associated companies, translation differences -40 14
Translation differences -3087 405
Total items that subsequently may be reclassified to the statement of income -2525 200
Other comprehensive income 16 -2603 231
Total comprehensive income for the year -187 3593
Whereof attributable to:

Equity holders of the Parent Company -180 3587
Non-controlling interests -7 6
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Securitas’ financial model - consolidated statement of income

Supplementary information

MSEK 2020 2019
Sales 106642 109560
Sales, acquired business 1312 1339
Total sales 107954 110899
Organic sales growth, % 0 4
Production expenses -89046 -91588
Grossincome 18908 19311
Gross margin, % 175 174
Expenses for branch offices -5579 -5621
Other selling and administrative expenses -8521 -8016
Total expenses -14100 -13637
Other operating income 39 34
Share inincome of associated companies 45 30
Operating income before amortization 4892 5738
Operating margin, % 4.5 52
Amortization of acquisition related intangible assets -286 271
Acquisition related costs -137 -62
Items affecting comparability -640 -209
Operating income after amortization 3829 5196
Financial income and expenses -500 -578
Income before taxes 3329 4618
Netmargin, % 3.1 4.2
Taxes -913 -1256

I Netincome for the year 2416 3362 I

Operatingitems. B Netdebt-related items. Goodwill, taxes and non-operating items. B [tems related to shareholders’ equity.

Securitas' financial model is described on pages 66-67.
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Consolidated statement of cash flow

MSEK Note 2020 2019
Operations

Operating income 3829 5196
Adjustment for effect on cash flow from items affecting comparability 11 235 -94
Adjustment for effect on cash flow from acquisition related costs 11 18 -18
Reversal of depreciation 19,20,21,22 2976 2961
Financial items received 53 42
Financial items paid -589 -633
Current taxes paid -862 -1191
Change in accounts receivable 123 -239
Change in other operating capital employed 2289 277
Cash flow from operations 8072 5747
Investing activities

Investments in non-current tangible and intangible assets -1756 -2040
Acquisitions and divestitures of subsidiaries 17 -1682 -494
Cash flow frominvesting activities -3438 -2534
Financing activities

Dividend paid to shareholders of the Parent Company -1752 -1606
Proceeds from bond loans 32,35 = 1445
Redemption of bond loans 32,35 -341 -792
Proceeds from commercial paper 3115 5098
Redemption of commercial paper -3870 -5300
Change in other interest-bearing net debt excluding liquid funds -810 -1366
Cash flow from financing activities 7 -3658 -2521
Cash flow forthe year 976 692
Liquid funds at beginning of year 3948 3229
Translation differences on liquid funds -204 27
Liquid funds at year-end 7.30 4720 3948
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Securitas’ financial model - consolidated statement of cash flow

Supplementary information

83

MSEK 2020 2019
Operating income before amortization 4892 5738
Investments in non-current tangible and intangible assets -2787 -3010
Reversal of depreciation 2690 2690
Netinvestmentsinnon-current tangible and intangible assets -97 -320
Change inaccounts receivable 123 -239
Change in other operating capital employed 2289 -277
Cash flow from operating activities? 7207 4902
Cash flow from operating activities as % of operating income before amortization 147 85

I Financialincome and expenses paid? -401 -443 I
Current taxes paid -862 -1191
Free cash flow 5944 3268

I Free cash flow as % of adjusted income 178 83 I
Acquisitions and divestitures of subsidiaries -1682 -494
Acquisition related costs paid -119 -80
Cash flow from items affecting comparability -405 -303
Cash flow from financing activities -2762 -1699
Cash flow for the year 976 692

TIncludes interest expenses accounted forunder IFRS 16 Leases.
2 Excludes interest expenses accounted for under IFRS 16 Leases.

Operatingitems. Bl Netdebt-related items. Goodwill, taxes and non-operating items.

Securitas' financial model is described on pages 66-67.
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Consolidated balance sheet

MSEK Note 2020 2019
ASSETS

Non-current assets

Goodwill 18 21414 22157
Acquisition related intangible assets 19 1424 1563
Otherintangible assets 6,20 1788 1813
Right-of-use assets 21 3334 3489
Buildings and land 22 234 254
Machinery and equipment 22 3028 3292
Shares in associated companies 23 311 320
Deferred tax assets 16 1080 918
Interest-bearing financial non-current assets 24 686 437
Other long-term receivables 25 755 881
Total non-current assets 34054 35124
Current assets

Inventories 26 395 508
Accounts receivable 27 14695 16120
Current tax assets 16 485 922
Other current receivables 28 4634 5434
Other interest-bearing current assets 29 144 134
Liquid funds 30 4720 3948
Total current assets 25073 27066
TOTALASSETS 59127 62190
SHAREHOLDERS'EQUITY AND LIABILITIES

Shareholders’ equity

Share capital 365 365
Other capital contributed 7363 7363
Other reserves -2789 -206
Retained earnings 12758 12047
Shareholders’ equity attributable to equity holders of the Parent Company 17697 19569
Non-controlling interests 10 30
Total shareholders’ equity 31 17707 19599
Long-term liabilities

Long-term lease liabilities 32 2554 2610
Other long-term loan liabilities 32 11694 17216
Other long-term liabilities 32 265 361
Provisions for pensions and similar commitments 33 1196 1141
Deferred tax liabilities 16 674 624
Other long-term provisions 34 607 719
Total long-term liabilities 16990 22671
Current liabilities

Current lease liabilities 35 876 944
Other short-term loan liabilities 35 4761 1290
Accounts payable 1820 2001
Current tax liabilities 16 1287 1621
Other current liabilities 36 14185 12936
Short-term provisions 37 1501 1128
Total current liabilities 24430 19920
TOTALSHAREHOLDERS'EQUITY AND LIABILITIES 59127 62190
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Securitas' financial model - consolidated capital employed and financing

Supplementary information

MSEK 2020 2019
Operating capital employed
Otherintangible assets 1788 1813
Right-of-use assets 3334 3489
Buildings and land 234 254
Machinery and equipment 3028 3292
Deferred tax assets 1080 918
Other long-term receivables 755 881
Inventories 395 508
Accounts receivable 14 695 16120
Current tax assets 485 922
Other current receivables 4634 5434
Total assets 30428 33631
Other long-term liabilities 265 361
Provisions for pensions and similar commitments 1196 1141
Deferred tax liabilities 674 624
Otherlong-term provisions 607 719
Accounts payable 1820 2001
Current tax liabilities 1287 1621
Other current liabilities 14185 12936
Short-term provisions 1501 1128
Total liabilities 21535 20531
Total operating capital employed 8893 13100
Goodwill 21414 22157
Acquisition related intangible assets 1424 1563
Shares in associated companies 311 320
Total capital employed 32042 37140
Operating capital employed as % of sales 8 12
Return on capital employed, % 13 15
Netdebt
Interest-bearing financial non-current assets 686 437
Other interest-bearing current assets 144 134
Liquid funds 4720 3948
Total interest-bearing assets 5550 4519
Long-term lease liabilities 2554 2610
Other long-term loan liabilities 11694 17216
Current lease liabilities 876 944
Other short-term loan liabilities 4761 1290
Total interest-bearing liabilities 19885 22060
Total net debt 14335 17541
Net debt equity ratio, multiple 0.81 0.89
Shareholders’ equity
Share capital 365 365
Other capital contributed 7363 7363
Otherreserves -2789 -206
Retained earnings 12758 12047
Non-controlling interests 10 30
Total shareholders’ equity 17707 19599
Total financing 32042 37140

Operatingitems. mmm Netdebt-related items. Goodwilland non-operatingitems. mE Items related to shareholders’ equity.

Securitas' financial model is described on pages 66-67.
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Consolidated statement of changes in shareholders’ equity
Shareholders' equity attributable to
equity holders of the Parent Company*
Total
Other Non- share-
Share capital Hedging Translation Retained controlling holders’
MSEK capital contributed reserve reserve earnings Total interests equity
Opening balance 2019 365 7363 15 -341 10230| 17632 25| 17657
Netincome for the year - - - - 3357 3357 5 3362
Other comprehensiveincome
Items that will not be reclassified to the statement of income
Remeasurements of defined benefit pension plans net of tax - - - - 31 31 - 31
Total items that will not be reclassified to the statement of income - - - - 31 31 - 31
Items that subsequently may be reclassified to the statement of income
Remeasurement for hyperinfiation net of tax - - - - 79 79 - 79
Cash flow hedges net of tax?2 - - 36 - - 36 - 36
Cost of hedging net of tax B . 12 N o 12 B 12
Net investment hedges net of tax3 - - - -346 - -346 - -346
Other comprehensive income from associated companies,
translation differences - - - 14 - 14 - 14
Translation differences - - - 404 - 404 1 405
Total items that subsequently may be
reclassified to the statement ofincome - - 48 72 79 199 1 200
Other comprehensive income - - 48 72 110 230 1 231
Total comprehensive income for the year - - 48 72 3467 3587 6 3593
Transactions with non-controlling interests* - - - - - - -1 -1
Share-based incentive schemes! - - - - -44 -44 - -44
Dividend paid to shareholders of the Parent Company - - - - -1606| -1606 - -1606
Closing balance 2019 365 7363 63 -269 12047 | 19569 30| 19599
Opening balance 2020 365 7363 63 -269 12047 | 19569 30| 19599
Net income for the year - - - - 2419 2419 -3 2416
Other comprehensive income
Items that will not be reclassified to the statement of income
Remeasurements of defined benefit pension plans net of tax - - - - -78 -78 - -78
Total items that will not be reclassified to the statement of income - - - - -78 -78 = -78
Items that subsequently may be reclassified to the statement of income
Remeasurement for hyperinflation net of tax - - - = 62 62 = 62
Cash flow hedges net of tax? - - 22 - - 22 - 22
Cost of hedging net of tax - - 34 - - 34 = 34
Net investment hedges net of tax3 - - - 528 - 528 - 528
Other comprehensive income from associated companies,
translation differences = = = -40 = -40 - -40
Translation differences - - = -3083 -] -3083 -4 -3087
Total items that subsequently may be
reclassified to the statement of income - - 12 -2595 62| -2521 -4 -2525
Other comprehensiveincome - - 12 -2595 -16 -2599 -4 -2603
Total comprehensive income for the year - - 12 -2595 2403 -180 -7 -187
Transactions with non-controlling interests* - - - - - - -13 -13
Share-based incentive schemes! - - - - 60 60 = 60
Dividend paid to shareholders of the Parent Company - - - - -1752 -1752 = -1752
Closing balance 2020 365 7363 75 -2864 12758 | 17697 10| 17707

1Further information is provided in note 31.
2 Specification can be found in note 7, in the table revaluation of financial instruments, as well as in note 16.
3 Fortaxamount see note 16.
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Notes

Note 1
General corporate information

Operations

Securitas serves awide range of clients of all sizes in a variety of industries
and client segments. Security solutions based on client-specific needs are
built through different combinations of on-site, mobile and remote guarding,
electronic security, fire and safety and corporate risk management. Secu-
ritas operates in North America, Europe, Latin America, Africa, the Middle
East, Asia and Australia and employs 355 000 employees in 47 countries.

Information regarding Securitas AB

Securitas AB, corporate registration number 5656302-7241, is a Swedish pub-
lic company and has its registered office in Stockholm, Sweden.
The address of the head office is:

Securitas AB
Lindhagensplan 70
SE-102 28 Stockholm
Sweden

Securitas AB is listed on Nasdaq Stockholm on the Large Cap List. The
Securitas share isincluded in for example the OMX Stockholm Price Index
and the OMX Stockholm 30 Index. Securitas has been listed on the stock
exchange since 1991.

Information regarding the Annual Report
and the consolidated financial statements

This Annual Reportincluding the consolidated financial statements was
signed by the Board of Directors and the President and CEO of Securitas AB
and also approved for publication on March 18, 2021.

The statements of income and balance sheets for the Parent Company
and the consolidated financial statements for the Group included in the
Annual Report are subject to adoption by the Annual General Meeting on
May 5, 2021.

Note 2
Accounting principles

Basis of preparation

Securitas’ consolidated financial statements are prepared in accordance
with International Financial Reporting Standards (IFRS) as endorsed by the
European Union (EU), the Swedish Annual Accounts Act and the Swedish
Financial Reporting Board’s standard RFR 1Supplementary Accounting
Rules for Groups. The consolidated financial statements have been pre-
pared in accordance with the historical cost convention method except
where a fair value measurementis required according to IFRS. Examples of
assets and liabilities measured at fair value are financial assets or financial
liabilities (including derivatives) at fair value through profit or loss and plan
assets related to defined benefit pension plans.

Estimates and judgments NOTE 4

The preparation of financial reports requires the Board of Directors and
Group Management to make estimates and judgments. Estimates and judg-
ments willimpact both the statement of income and the balance sheet as well
as disclosures such as contingent liabilities. Actual outcome may differ from
these judgments under different assumptions or conditions.

Adoption and impact of new and revised IFRS for 2020
As stated inthe Annual Report 2019, Securitas has early adopted the amend-
ments to IFRS 9 Financial instruments related to hedge accounting, which
came into effect as of January 1,2020. The amendments have had no impact
onthe Group’s financial statements.

None of the other published standards and interpretations that are
mandatory for the Group’s financial year 2020 have had any impact on the
Group’s financial statements.

Introduction and effect of new and revised
IFRS that are effective as from 2021
As of January 1, 2021, phase 2 of the amendments to IFRS 9 Financial instru-
ments related to the IBOR reform comes into effect. Phase 2 addresses the
accounting for effects on the financial statements due to the IBOR-reform,
including the effects of changes to contractual cash flows or hedging rela-
tionships that may arise as a consequence of the interest rate benchmark
reform. The amendments ensure that there is no impact on the Group’s
financial statements due to the IBOR reform.

None of the other published standards and interpretations that are man-
datory for the Group’s financial year 2021are assessed to have any impacton
the Group’s financial statements.

Introduction and effect of new and revised IFRS

that are effective as from 2022 and onwards

The effect onthe Group’s financial statements from standards and interpre-
tations that are mandatory for the Group’s financial year 2022 or later remain
to be assessed.

The acquisition method (IFRS 3) NOTE11,17,18 AND 19

The acquisition method is used to account for the Group’s acquisitions

of subsidiaries and operations. All payments to acquire a business are
recorded at fair value at the acquisition date, with contingent considerations
and acquisition related option liabilities classified as debt subsequently
remeasured through the statement of income. The Group chooses on an
acquisition-by-acquisition basis to measure the non-controlling interestin
the acquiree at fair value or at the non-controlling interest’s proportionate
share of the acquiree’s net assets. All acquisition related transaction costs
are expensed. These costs are in the Group accounted foronalineinthe
statement of income named acquisition related costs. Costs accounted for
on this line are transaction costs, revaluation (including discounting) of con-
tingent considerations and acquisition related option liabilities, revaluation
to fair value of previously acquired shares in step acquisitions and acquisi-
tionrelated restructuring and integration costs.

The excess of the cost of acquisition over the fair value of the Group’s
share of the identifiable net assets acquired is recorded as goodwill. If the
cost of acquisition is less than the fair value of the net assets of the subsid-
iary acquired, the difference is recognized directly in the consolidated state-
ment of income.

Scope of the consolidated financial
statements (IFRS 10 and IFRS 12) NOTE 17 AND 51
The consolidated financial statements relate to the Parent Company Secu-
ritas AB and all subsidiaries. Subsidiaries are all companies where the Group
has control, which is the case where the Group is exposed, or has rights, to
variable returns from its involvement with the company and has the ability to
affectthose returns through its power over the company.

The consolidated financial statements include companies acquired with
effect from the date that the Group obtains control. Companies divested are
excluded with effect from the date that the Group ceases to have control.
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Pricing of deliveries among Group companies is based on normal busi-
ness principles. Intercompany transactions, balances and unrealized gains
and losses between Group companies are eliminated.

Non-controlling interests (IFRS 3 and IFRS 10) NOTE 31

The Group treats transactions with non-controlling interests as transactions
with equity owners of the Group. For acquisitions from non-controlling inter-
ests, the difference between any consideration paid and the relevant share
acquired of the carrying value of net assets of the subsidiary is recorded

in equity on the line transactions with non-controlling interests in the con-
solidated statement of changes in shareholders’ equity. Gains or losses
ondisposals to non-controlling interests are also recorded in equity on the
same line.

The principle to treat transactions with non-controlling interests as trans-
actions with equity owners of the Group is also applied to the valuation of
options relating to non-controlling interests. This means that at both initial
recognition and for any subsequent revaluation, according to the economic
entity model, the transactions are recognized in equity as transactions with
non-controlling interests.

Investments in associates (IAS 28) NOTE 23 AND 52

Associates are entities in which Securitas can exert a significant influence,
generally accompanying a shareholding of between 20 percent and 50
percent of the voting rights. The equity method is used to account for these
shareholdings. All payments to acquire a business are recorded at fair
value on the acquisition date, with contingent considerations and acquisi-
tion related option liabilities classified as debt subsequently remeasured
through the statement of income. All acquisition related transaction costs
are expensed.

Share inincome of associates isrecognized in the consolidated state-
ment of income. Depending on the purpose of the investment, share in
income of associatesisincluded either in operatingincome, if itis related
to associates that have been acquired to contribute to the operations, or
inincome before taxes as a separate line within net financial items, if itis
related to associates that have been acquired as part of the financing of
the Group. In both cases the share inincome of associates are net of tax. All
associates in the Group are currently classified as operational associates.

Inthe consolidated balance sheet, investments in associates are stated
at costincluding the cost of the acquisition that is attributed to goodwill
and other acquisition related intangible assets, adjusted for dividends
and the share of income after the acquisition date. Investments in associ-
ates are also adjusted for translation differences of foreign investments to
the exchange rate prevailing on the last day of the month. The translation
differences are posted directly to other comprehensive income and thus do
not affect netincome for the year.

The consolidated financial statements include associates with effect from
the date of the acquisition. Associates divested are excluded with effect
from the divestment date.

Transactions, balances and unrealized gains and losses between the
Group and its associates are eliminated to the extent of the Group’s interest
inthe associate.

Translation of foreign subsidiaries (IAS 21) NOTE 31

The functional currency of each Group company, thatis the currency in
which the company primarily generates and expends cash, is determined by
the primary economic environment in which the company operates. The
functional currency of the Parent Company and the presentation currency of
the Group, that is the currency in which the financial statements are pre-
sented, is Swedish kronor (SEK).

When translating the financial statements of each foreign subsidiary,
each month’s statement of income is translated using the exchange rate
prevailing on the last day of the month. This means thatincome for each
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month is not affected by foreign exchange fluctuations during subsequent
periods. Balance sheets are translated using exchange rates prevailing at
each balance sheet date. Translation differences arising in the conversion of
balance sheets are posted directly to other comprehensive income and thus
do not affect netincome for the year. The translation difference arising
because statements of income are translated using average rates, while bal-
ance sheets are translated using exchange rates prevailing at each balance
sheet date, is posted directly to other comprehensive income.

Where loans have been raised to reduce the Group’s foreign exchange/
translation exposure in foreign net assets, and qualify for the hedge
accounting criteria, exchange rate differences on such loans are recognized
together with the exchange rate differences arising from the translation of
foreign net assets in other comprehensive income.

The accumulated translation differences are accounted for in translation
reserve in equity. When a foreign operation or part thereof is sold, such
exchange differences are recognized in the statement of income as part of
the gainorlossonsale.

Gooduwill and fair value adjustments arising on the acquisition of a foreign
entity are treated as assets and liabilities of the foreign entity and translated
using exchange rates prevailing at each balance sheet date.

Remeasurement for hyperinflation (IAS 29) NOTE 14

The Group’s subsidiaries in countries that according to IAS 29 are classified
as hyperinflationary economies are accounted for in the Group’s financial
statements after remeasurement for hyperinflation. Currently, Securitas’
operations in Argentina are accounted for according to 1AS 29. Thisincludes
the subsidiaries with functional currency in ARS as well as consolidated
goodwill thatis consolidated into SEK from ARS.

The non-monetary balance sheet items have been remeasured by apply-
ing a general price index. The index used by Securitas for the remeasure-
ment of the financial statements is the consumer price index with base
period January 2003. The items in the financial statements subject to
remeasurement are based on the historical cost approach.

Remeasurement of the consolidated goodwill balance isrecognized as
part of other comprehensive income. This is based on the fact that goodwill
would be offset in equity if pushed down to subsidiary level. Also, it does not
contribute to any changes in the net monetary position of the subsidiary.

Remeasurement of the non-monetary balance sheet items and the
statement of income on subsidiary level is part of the net monetary gain or
loss recognized in the statement of income as part of financialincome and
expenses. The statements of income for each month have been translated
atthe closing rate on the balance sheet date ending each quarter during the
year.

Transactions, receivables and

liabilities in foreign currency (IAS 21) NOTE11AND 15
Transactionsin foreign currency are translated into the functional cur-
rency in accordance with the exchange rates prevailing at the date of the
transaction. Exchange differences on monetary items are recognized in the
statement of income when they arise, with the exception of netinvestment
hedges recognized via other comprehensive income (see above under

the section Translation of foreign subsidiaries). Exchange differences from
operating items are recognized as either production expenses or selling and
administrative expenses, while exchange differences from financial items
are recognized as financial income or financial expenses.

When preparing the financial statements of individual companies, foreign
currency denominated receivables and liabilities are translated to the func-
tional currency of the individual company using the exchange rates prevail-
ing at each balance sheet date.

Revenue recognition (IFRS 15) NOTE 6 AND 45
The Group’s revenue is generated mainly from various types of security ser-
vices, as described below.
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Guarding services comprises on-site and mobile guarding, which are
services with the same revenue recognition pattern. Revenue is recognized
over time, as the services are rendered by Securitas and simultaneously
consumed by the clients. Such services cannot be reperformed.

Security solutions and electronic security comprise two broad categories.
Security solutions are a combination of services such as on-site and/or mobile
guarding and/or remote guarding. These services are combined with atech-
nology component in terms of equipment owned and managed by Securitas
and used inthe provision of services. The equipmentis installed at the clients’
site. The revenue recognition patternis over time, as the services are rendered
by Securitas and simultaneously consumed by the clients. A security solution
normally constitutes one performance obligation.

Electronic security consists of the sale of alarm installations comprising
design and installation (time, material and related expenses). Revenue is
recognized as per the contract, either upon completion of the conditions in
the contract, or over time based on the percentage of completion. Remote
guarding (in the form of alarm monitoring services), that is sold separately
and not as part of a security solution, is also included in this category. Rev-
enue recognitionis over time as this is also a service thatis rendered by
Securitas and simultaneously consumed by the clients. The category further
includes maintenance services, that are either performed upon request
(time and material) with revenue recognition at a pointin time (when the
work has been performed), or over time if part of a service level contract with
asubscription fee. Finally, there is also a to alimited extent product sales
(alarms and components) without any design or installation. The revenue
recognitionis ata pointintime (upon delivery).

Other comprises mainly corporate risk management services that are
either recognized over time or at a pointin time as well as other ancillary
business.

Other operating income consists inits entirety of trade mark fees for the
use of the Securitas brand name.

The segments have the principle of expensing costs to obtain contracts
asthey areincurred. Such costs are capitalized at Group level and amortized
over the expected duration of the contract. This effect is accounted for
under Other inthe segment overviews and constitutes a difference between
the segment’s accounting principles and the Group’s accounting principles,
reflecting the operating result measure reported to the chief operating deci-
sion maker.

Coststo fulfil a contract such as salaries and payroll overhead are
expensed immediately as the services are rendered by Securitas and con-
sumed by the client.

Operating segments (IFRS 8) NOTE 10

A combination of factors has been used in order to identify the Group’s seg-
ments. Most important is the characteristic of the services provided and the
geographical split. The operating segments are regularly reviewed by the
chief operating decision maker, which is the President and CEO.

The Group’s operations are divided into three reportable segments and
Other. The reportable segments are also referred to as business segmentsin
the Group’s financial reports. Refer to note 10 for further information regard-
ing the segments.

As described above under Revenue recognition, the segments have the
principle of expensing costs to obtain contracts as they are incurred. Such
costs are capitalized at Group level and amortized over the expected dura-
tion of the contract. This effectis accounted for under Other in the segment
overviews and constitutes a difference between the segment’s accounting
principles and the Group’s accounting principles, reflecting the operating
result measure reported to the chief operating decision maker. Thisis the
only difference in principles between the segments and the Group.

The assets and liabilities of each segment include only those items that
have been utilized or arisen in ongoing operations. Non-operational balance
sheetitems, primarily current tax, deferred tax, and provisions for taxes, are
accounted for under the Other heading in the table Capital employed and

financing in note 10. In the table Assets and liabilities in the same note, these
items are accounted for as unallocated non-interest bearing assets and
unallocated non-interest bearing liabilities. Reconciliation between total
segments and the Group is disclosed in note 10.

Geographical information related to sales and non-current assets is
disclosed in note 10 for Sweden (which is Securitas’ country of domicile) and
for allindividual countries where the sales or non-current assets exceed 10
percent of the total amount for the Group.

The geographical split of sales is based on the location of the sales. The
location of the sales corresponds in all material aspects to the location of the
clients. There are no sales to any individual client that are deemed to repre-
sent a significant portion of the Group’s total sales.

Accounting for government grants and

disclosure of government assistance (IAS 20) NOTE
Securitas, like other employers, is eligible for a variety of government grants
relating to employees. These grants relate mainly to compensation for sala-
ries paid for partial unemployment and costs for training and education,
but also to for example incentives for hiring new staff and compensation for
sickness costs. All grants are accounted for in the statement ofincome as a
costreductioninthe same period as the related underlying cost.

The grantsrecognized in the statement of income are based on Securitas
assessment of having fulfilled all conditions pertaining to the particular
grant. If there are conditions for particular grants and there is uncertainty
relating to the fulfilment of any condition, these grants have been deferred
untilthe assessment is that all conditions have been fulfilled.

Acquisitionrelated restructuring
and integration costs (IAS 37) NOTE 1
Acquisition related restructuring costs are costs relating to the restructur-
ing and/or integration of acquired operations into the Group. Restructuring
costs can cover several activities that are necessary to prepare acquired
operations for integration into the Group, such as redundancy payments.
Integration costs normally cover activities that do not qualify to be recog-
nized as provisions. Such activities could be re-branding (changing logo-
types on buildings, vehicles, uniforms, etc.), but could also cover personnel
costs, for example training, recruitment, relocation and travel, certain client
related costs and otherincremental costs to transform the acquired opera-
tioninto Securitas’ format. Classifying expenses as costs relating to integra-
tion of acquired operations must also fulfill the criteria below:
- The costwould not have beenincurred if the acquisition not had taken
place
« The costrelates to a projectidentified and controlled by management
as part of anintegration program set up at the time of acquisitionoras a
direct consequence of animmediate post-acquisition review

Items affecting comparability NOTE
Thisitemincludes events and transactions with significant effects, which are
relevant for understanding the Group’s financial performance when com-
paring income for the current period with previous periods. They include
capital gains and losses arising from the disposal of operations that are
material individually or aggregated, materialimpairment losses and bad
debtlosses, litigations and insurance claims and other materialincome and
expense items that affect comparability. The latter thus also includes costs
for material restructuring and transformation programs such as the Group’s
cost savings programs and the transformation programs for further digitiza-
tion of the company. Tax on items affecting comparability and tax items that
inthemselves constitute items affecting comparability are reported on the
line taxes in the consolidated statement of income.

The difference between items affecting comparability according to the
statement of income and cash flow from items affecting comparability is
accounted for on the line Adjustment for effect on cash flow from items
affecting comparability in the consolidated statement of cash flow and
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specified in note 11, except when it relates to the disposal of subsidiaries
classified as items affecting comparability, where the cash flow is accounted
for onthe line Acquisitions and divestitures of subsidiaries.

Items that are classified as items affecting comparability in a period are
accounted for consistently in future periods by treating any reversal of those
items as items affecting comparability.

Taxes (IAS12) NOTE 16 AND 48

Deferred income tax is provided in full, using the liability method, on tempo-
rary differences arising between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial statements. However, if
the deferred income tax arises from initial recognition of an asset or liability
inatransaction other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit or loss, it is not
accounted for. Deferred income tax is determined using tax rates (and laws)
that have been enacted or substantially enacted by the balance sheet date
and are expected to apply when the related deferred income tax asset is
realized or the deferred income tax liability is settled.

A deferred tax assetis recognized whenitis probable that sufficient
taxable income will arise that the deferred tax asset can be offset against.
Deferred tax assets are valued as of the balance sheet date, and any poten-
tial previously unvalued deferred tax assetis recognized wheniitis expected
to be usable, or correspondingly, reduced when it is expected to be wholly or
partly unusable against future taxable income.

Current tax liabilities include provisions for taxes. Current and deferred
taxes are posted directly to other comprehensive income if the relevant
underlying transaction or event is posted directly to other comprehensive
income in the period, or previous period if it pertains to an adjustment of an
opening balance of retained earnings as the result of a change in accounting
principle. Changes in current and deferred taxes that relate to exchange rate
differences in the translation of the balance sheets of foreign subsidiaries
are posted to translation differences in other comprehensive income.

Provisions are allocated for estimated taxes in the case dividends are
anticipated and paid from subsidiaries to a Parent Company in the following
year.

Deferred income tax is provided on temporary differences arising on
investments in subsidiaries and associates, except where the timing of the
reversal of the temporary difference is controlled by the Group and itis prob-
able that the temporary difference will not be reversed in the foreseeable
future.

Impairment (IAS 36) NOTE 18

The Group’s assets that have an indefinite useful life are not subject to amor-
tization and are tested annually for impairment. In addition to goodwill, these
assets are limited to the brand name Securitas in one of the Group’s coun-

tries of operations, where it has been acquired from a third party.

For the purpose of impairment testing, assets are grouped as cash-gen-
erating units (CGU), which corresponds to the smallestidentifiable group of
assets that generate cash inflows that are largely independent of the cash
inflows from other assets.

Assets and liabilities for the segments are measured fully on segment
level as the lowest level. This level corresponds to how Securitas evaluates
its business in accordance with IFRS 8 and IAS 36.

Assets that are subject to depreciation or amortization are reviewed for
impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. If this is the case, animpair-
mentlossisrecognized inthe amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amountis the higher of an
asset’s fair value less costs to sell and value in use.

Value in use is measured as expected future discounted cash flows. The
calculation of value in use is based on assumptions and estimates. The main
assumptions concern the organic sales growth, the development of the oper-
ating margin and the necessary operating capital employed requirement as
well as the relevant WACC (Weighted Average Cost of Capital) rate used to
discount future cash flows. When determining the relevant WACC, Securitas
considers the segments currency and risk profile.
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Goodwill and other acquisition related intangible

assets (IFRS 3,1AS 36 and IAS 38) NOTE18 AND 19
Goodwilland other acquisition related intangible assets are grouped at the
lowest levels for which there are separately identifiable cash flows (Cash
Generating Unit), thatis, per segment. The segment level corresponds to
the lowest level where complete financial information that is reviewed and
used for controlis available. The segment level is also the basis for the yearly
impairment testing.

Goodwillis carried at cost less accumulated impairment losses. Other
acquisition related intangible assets arising from the Group’s acquisitions
caninclude various types of intangible assets such as marketing-related,
client-related, contract-related, brand-related and technology-based
intangible assets. Other acquisition related intangible assets normally have
a definite useful life. These assets are recognized at fair value on the date of
acquisition and subsequently carried at cost less accumulated amortization
and any accumulated impairment losses.

Securitas’ acquisition related intangible assets mainly relate to client
contract portfolios and the related client relationships. The valuation of the
client contract portfolios and the related client relationships is based on the
Multiple Excess Earnings Method (MEEM), which is a valuation model based on
discounted cash flows. The valuation is based on the churn rates and profit-
ability of the acquired portfolio at the time of the acquisition. Inthe modela
specific charge — a contributory asset charge — is applied as a cost or return
requirement for the assets supporting the intangible asset. Cash flows are
discounted using the Weighted Average Cost of Capital (WACC) adjusted
for local interestrate levels in the countries of acquisition. The useful life of
client contract portfolios and the related client relationships is based on the
churnrate of the acquired portfolio and is normally between 3and 10 years,
corresponding to ayearly amortization of between 10.0 percent and 33.3 per-
cent. Brand-related intangible assets are calculated using the relief of royalty
method. The useful life of these brands is normally between 5 and 10 years,
corresponding to a yearly amortization of between 10 and 20 percent.

Amortizationis calculated using the linear method and disclosed onthe
line amortization and impairment of acquisition related intangible assets in
the Group’s statement of income.

A deferred tax liability is calculated, recognized and reversed over the
same period as the intangible asset is amortized, in order to neutralize the
impact on the Group’s full tax rate from the acquisition.

Otherintangible assets (IAS 36 and IAS 38) NOTE 20 AND 49
The Group’s other intangible assets include the trade mark Securitas, which is
estimated to have an indefinite useful life. The trademark has been capitalized
only inthose cases where it has been acquired from a third party. This trade-
mark is not amortized but tested annually forimpairment.

All otheritems in other intangible assets have a definite useful life. Amorti-
zationis linear and the amortization rates are normally:

Software licenses and similar assets
Otherintangible assets

10.0-33.3 percent
10.0-33.3 percent

Rental rights and similar rights are amortized over the same period as the
underlying contractual period.

Tangible non-current assets

(IAS16 and IAS 36) NOTE 22 AND 50
Securitas applies linear depreciation for tangible non-current assets. The
depreciation rates are normally:

Machinery and equipment
Buildings and land improvements
Land

10-50 percent
2-10 percent
O percent
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Leases (IFRS 16) NOTE 13 AND 21

Securitas’ lease agreements are mainly attributable to buildings and vehi-
cles.Inthe consolidated balance sheet, they are accounted for as right-of-
use assets (included in non-current assets) and long-term and current lease
liabilities.

Right-of-use assets are depreciated over the shorter of the asset’s useful
life and the lease term on a straight-line basis. In the consolidated statement
of income, depreciation is accounted for on the lines production expenses
and selling and administrative expenses. Interest expenses are accounted
for on the line financial expenses. In the Group’s segment overviews, the
effects on the financial statements from leases are accounted for under
each segment, except for interest expense, which is accounted for on Group
level only.

The lease liabilities are initially measured at the present value of remain-
ing lease payments, discounted by using the incremental borrowing rate for
each country. Lease payments are allocated between principal and interest
expense.

The right-of-use assets are initially measured at an amount equal to the
lease liabilities. If advance payments have been made, the right-of-use
assets are adjusted for these payments. Any reassessment of the lease
liabilities in subsequent periods leads to corresponding adjustments to the
right-of-use assets.

Extension clauses are evaluated for each lease agreementand are
applied based on the best estimate at each closing. They are included inthe
lease period if itis reasonably certain that the lease will be extended.

Payments for short-term leases, where the lease term ends within
12 months of the date of initial application, as well as leases of low-value
assets, are recognized on a straight-line basis as an expense in the state-
ment of income and thus excluded from the lease liabilities accounted for
under IFRS16.

The extent of lease contracts where the Group is the lessor is limited.
Leases where the Group is alessor are classified as either finance leases or
operating leases, depending if they transfer substantially all the risks and
rewards of the ownership from the lessor. In cases where the Group is the
lessor of lease contracts classified as operational, revenue is recognized
onalinear basis over the lease term and included in total sales in the con-
solidated statement of income. Depreciation is recognized under operating
income on a straight-line basis over the assets’ useful life.

Accountsreceivable (IFRS 9) NOTE 27

Accounts receivable are accounted for at nominal value net after provisions

for expected bad debt losses. Expected and recognized bad debtlosses are

included inthe line production expenses in the statement of income.
Recognized revenue that has not been invoiced as of the balance sheet date

is classified as accrued salesincome (note 28). Contract balances for perfor-

mance obligations not yet satisfied are classified as deferred revenue (note 36).

Financial instruments (IFRS 7/IFRS 9/
IFRS13/IAS 32/1AS 39) NOTE 7,15, 24,29, 32,35 AND 44

Classification and measurement of financial instruments
The Group classifies financial assets and liabilities as those to be measured
atamortized cost and those to be measured at fair value (either through
other comprehensive income (OCI) or through the statement of income).
The classification of financial assets depends on Securitas’ business model
for managing these assets and the contractual terms of the cash flows. The
business model mainly applied by Securitas is hold to collect, meaning that
financial assets are held to collect contractual cash flows. These cash flows
solely represent payments of principal and interest (SPPI). The majority of
Securitas financial assets are thus measured at amortized cost. Financial
liabilities, except for derivatives, are measured at amortized cost. Derivatives
are measured at fair value through profit and loss unless hedge accounting
is applied.

Financial instruments with maturities within 12 months after the balance
sheet date are either included in current assets on the line other interest-
bearing current assets, or in current liabilities on the line other short-term

loan liabilities. Financial instruments with maturities later than 12 months
after the balance sheet date are either included in non-current assets on the
line interest-bearing financial non-current assets, or in long-term liabilities
onthe line other long-term loan liabilities.

Securitas applies the forward-looking expected creditloss model. The
mostimportant financial assets subject to this model are accounts receiv-
able, for which the Group applies the simplified approach permitted by IFRS
9. This method requires expected lifetime losses to be recognized from initial
recognition of the receivables. For further information refer to note 27.

Financial assets at amortized cost

Assets in this category are measured at amortized cost using the effective
interest rate method. Most of the Group’s current assets are measured at
amortized cost, for example assets such as accounts receivable and long-
term and short-term receivables, which are non-derivative financial assets
with fixed or determinable payments. They arise when the Group provides
money, goods or services directly to a debtor with no intention of trading the
receivable.

Financial assets at fair value through profit and loss (FVPL)
Assetsin this category are measured at fair value. Changes in fair value are
recognized in the statement of income as they arise unless hedge account-
ingis applied.

Financial assets at fair value through
other comprehensive income (FVOCI)
Securitas currently has no financial assets in this category.

Financial liabilities at amortized cost

Liabilities in this category are measured at amortized cost using the effec-
tive interest rate method. This category comprises suchitems as accounts
payable and other current liabilities, and any long-term and short-term loans
notincluded in the category financial liabilities at fair value through profit
and loss.

Financial liabilities at fair value through profit and loss (FVPL)
Liabilities in this category are measured at fair value. Changes in fair value
arerecognized inthe statement of income as they arise unless hedge
accounting is applied.

Recognition and derecognition

Regular purchases and sales of financial assets are recognized on trade-
date, the date on which the Group commits to purchase or sell the asset.
Financial assets are derecognized when the rights to receive cash flows
from the financial assets have expired or have been transferred and the
Group has transferred substantially all the risks and rewards of ownership.
Financial instruments are removed from the balance sheet when the obliga-
tion specified in the contractis discharged, cancelled or expired.

Atinitial recognition, the Group measures a financial asset at its fair value
plus, inthe case of a financial asset not at fair value through profit or loss
(FVPL), transaction costs that are directly attributable to the acquisition of
the financial asset. Transaction costs of financial assets carried at FVPL are
expensed in profitorloss.

Financial risk management and hedge accounting

Securitas’ business activities create exposure to financial risks, such as
interestrate risk, foreign currency risk, financing and liquidity risk and credit/
counterparty risk.

Derivatives are used for the following main purposes: hedging the interest
rate element of external debt and changing its currency profile, gearing ratio
hedging and hedging of internal borrowings and investments.

Where all relevant criteria are met, Securitas applies hedge accounting to
remove the accounting mismatch between the hedging instrumentand the
hedged item. Atinception of the hedge relationship, the Group documents the
economic relationship between hedging instruments and hedged items. The
economic relationship is determined based on the matching of critical terms.
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Forinterestrate hedges these are interestrates, cash flow, currency, interest
periods and maturity. For cash flow hedges these are currency, nominal amount
and dates. The Group documents its risk management objective and strategy
forundertaking its hedge transactions. Hedge effectivenessis determined at
the inception of the hedge relationship, and through periodic prospective effec-
tiveness assessments to ensure that an economic relationship exists between
the hedged item and hedging instrument.

For derivatives designated in fair value hedges, the gains or losses from
re-measuring the hedging instruments at fair value are recognized in the state-
ment of income. Also included in this category are derivatives where there is a
natural offsetin the accounting and where the purpose is to achieve an offset-
ting impact without qualifying for hedge accounting. The Group does nothedge
100 percent of its fixed rate loans; therefore, the hedged itemis identified as a
proportion of the outstanding loans equal to the notional amount of the swaps.
Accordingly, the hedgeratiois 1:1.

For derivatives designated in cash flow hedges, the gains or losses from
re-measuring the hedging instruments at fair value are recognized inthe hedg-
ing reserve in other comprehensive income, with a reversal from the hedging
reserve to the statement ofincome in the period in which the cash flow of the
hedged itemimpacts the statement ofincome. Any ineffectiveness is recog-
nized in the statement of income. The Group does not hedge 100 percent of its
floating rate loans; therefore, the hedged itemis identified as a proportion of the
outstanding loans equal to the notional amount of the swaps. Accordingly, the
hedgeratiois 1:1.

For derivatives which are part of netinvestment hedges, the exchange rate
gains and losses are recognized in other comprehensive income. Any ineffec-
tiveness is recognized in the statement of income.

All cash flows (accrued interestincome/expenses) that arise frominterest-
rate derivative contracts are recognized as interestincome and /or interest
expense inthe statement of income in the period to which they relate. Changes
in fair value (after accruals) for both the hedged item and the hedging instru-
ment (derivative) are recognized as revaluation of financial instruments. Revalu-
ation of financial instruments is included in financialincome and/or financial
expenses in the statement of income and specified in the table Revaluation of
financialinstrumentsin note 7 as well as on a separate line in note 15.

Refer to note 7 for further information regarding the Group’s risk exposure.

Hedge ineffectiveness

The Group enters into interest rate swaps that have similar critical terms as

the hedged item, such as reference rate, reset dates, payment dates, maturi-

ties and notional amount.

Hedge ineffectiveness for interest rate swaps may occur if changesin cir-
cumstances affect the terms of the hedged item such that the critical terms no
longer match exactly with the critical terms of the hedging instrument. It may
occurdueto:

- the credit value/debit value adjustment on the interest rate swaps which
isnot matched by the loan. This is mitigated by the use of credit support
annexes, and

- differencesin critical terms between the interest rate swaps and loans.

As all hedging relationships had matching terms there was no significant
hedge ineffectiveness during the year.

Share-based payments (IFRS 2) NOTE 9,12, 31AND 55

Securitas has two share-based incentive schemes. The short-term share-
based incentive scheme has beenin place for anumber of years and is sub-
jecttoyearly approval by the Annual General Meeting. The long-term share-
based incentive scheme has beenin place since 2019 and is also subject to
yearly approval by the Annual General Meeting.

For both schemes, the cost for Securitas, including social security
expenses, is accounted for in the statement of income during the vesting
period. The share-based portion of the bonus is classified as equity. At the
end of the program, arevaluation is made of the original estimates and the
final outcome of social security expenses is determined. Any deviation due
to the revaluation, for example due to any participant leaving the Group and
notreceiving allocated shares, is accounted for in the statement of income.

Under the short-term share-based incentive scheme the participantsin the
scheme receive a bonus of which two thirds are payable in cash in the begin-
ning of the year after the bonus has been accrued. The remaining one third of
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the bonusis used to acquire shares at market value. These shares are deliv-
ered to the participants in March, two years following the performance year,
conditioned by a continuous employment during the vesting period, except
where a participant has left his/her employment due to retirement, death or
long-term disability, in which case the participant shall have a continued right
toreceive shares.

In order to hedge the share portion of Securitas share-based incentive
scheme 2019, the Group has entered into a swap agreement with a third party.
The swap agreement represents an obligation for the Parent Company to pur-
chase its own shares at a predetermined price. The swap agreement is conse-
quently classified as an equity instrument and accounted for in equity asa
reduction of retained earnings. A swap agreement was also entered into to
hedge the share portion of Securitas share-based incentive scheme 2018.
That swap agreement settled during 2020 in conjunction with the delivery of
the shares to the participants upon vesting.

Under the long-term share-based incentive scheme participants will have
toinvest Securitas series B shares at market price or nominate already vested
or currently vesting shares under the short-term incentive schemes. For every
shares thus purchased or invested the company will grant so called perfor-
mance awards free of charge. The performance condition is linked to the
development of real change in earnings per share (if applicable excluding
items affecting comparability) and the outcome is calculated yearly, whereby
one third is measured against the outcome of the first year, one third against
the second year and one third against the third year. The award of sharesisin
addition to the fulfilment of performance conditions contingent on the
employment as per the vesting day and that the invested shares are kept dur-
ing the whole vesting period. The number of shares awarded will also include
compensation for dividend during the vesting period by increasing the num-
ber of shares awarded.

The cost for the service rendered under the long-term incentive program is
spread over the vesting period and is based on a fair value on the grant date
for Securitas series B share.

The share purchase in Securitas may be handled by a swap agreement with
athird party. Any share-swap agreement will be separate from those entered
into for the short-term share-based incentive scheme described above. The
accounting principles described for the swap agreement above will also be
applicable for any future swap agreements in relation to the long-term
program.

Employee benefits (IAS19) NOTE 25,33 AND 36
Employee benefits are all forms of consideration given by the Group in
exchange for services rendered by its employees. With the exception of the
share-based incentive schemes, described above, which falls under IFRS
2,they are all covered under IAS 19. The considerations mainly relate to sala-
ries and payroll overhead such as social charges and payroll taxes, but also
include other short-term employee benefits that are expected to be settled
within 12 months of the balance sheet date. These include, but are not limited
to, vacation payments, cash-settled bonuses and also short-term healthcare
benefits. When applicable these benefits also include the applicable social
charges and payroll taxes. In addition to these benefits the Group is also
responsible to withhold social charges, payroll taxes and income tax on behalf
of its employees. These balances are included in other current liabilities and in
other short-term provisions.

The Group also operates or participates in anumber of defined benefit
and defined contribution pension and other post-employment benefit plans
as wellas some other long-term employment plans. Other post-employment
plans primarily relate to healthcare benefits. A defined contribution planis a
plan under which the Group pays fixed contributions into a separate entity.
The Group has no legal or constructive obligations to pay further contribu-
tions if the fund does not hold sufficient assets to pay all members the benefits
relating to employee service in the current and prior periods. Contributions
arerecognized as expenses when they fall due for payment. Other plans are
defined benefit plans.

Calculations for the defined benefit plans that exist within Securitas are
carried out by independent actuaries. Costs related to defined benefit plans
arerecognized in operating income. The calculation of service costis based
on the projected unit credit method in a way that distributes the cost over the
employee’s working life. The netinterest cost is estimated by applying the
discount rate to the net defined benefit obligation. Administration costs are
recognized in operating income in the period which they occur.
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The net defined benefit obligation recognized in the balance sheetis the
present value of the defined benefit obligation at the end of the reporting
period less the fair value of plan assets. The obligations are valued at the pres-
entvalue of the expected future cash flows using a discount rate correspond-
ing to the interest rate on high quality corporate bonds or government bonds
with aremaining term that is approximately the same as the obligations.

Remeasurements of post-employment benefit plans and reimbursement
rights are recognized in other comprehensive income in the period which they
occur. Remeasurements of other long-term employee benefit plans as well as
past service costs are recognized immediately in operatingincome.

If accounting for a defined benefit plan results in a net balance sheet asset,
thisisreportedinthe consolidated balance sheet under other long-term
receivables. Otherwise itis reported as a provision under provisions for pen-
sions and similar commitments. Provisions for pensions and similar commit-
ments are notincluded in net debt.

Whenitis virtually certain that another party will reimburse some or all of the
expenditure required to settle a defined benefit obligation, the right to reim-
bursementis recognized. This reimbursement rightis measured at fair value
and classified as along-termreceivable.

Provisions (IAS 37) NOTE 16, 33,34 AND 37

The Group’s provisions are mainly related to deferred tax liabilities (note
16), provisions for pensions and similar commitments (note 33) and claims
reserves (note 34 and 37).

Claims reserves are calculated on the basis of a combination of case
reserves, which represent claims reported, and IBNR (incurred but not
reported) reserves. Actuarial calculations are performed quarterly to assess
the adequacy of the reserves based on open claims and historical IBNR.

The Group has approximately 355 000 employees and as such from time
to time faces labor-related disputes with current or former employeesin
relation to various matters. Such matters can involve, but are not limited to,
the diverse interpretation of labor legislation, individual employee contracts
or collective bargaining agreements and can for example relate to work-
ing hours, benefits payable, various reimbursements or the termination
of employment. The Group follows IAS 37 and IAS 19 in determining when
acontingent liability, a provision or aliability should be disclosed and/or
recognized for these disputes.

Note 3
Definitions, calculation of key
ratios and exchange rates

DEFINITIONS

Statement of income according to Securitas’ financial model

Production expenses'

Wages and related costs, the cost of equipment used when performing
professional duties, and all other costs directly related to the performance of
servicesinvoiced.

Selling and administrative expenses'

All costs of selling, administration and managementincluding branch office
expenses. The primary function of the branch offices is to provide the produc-
tion with administrative support as well as to serve as a sales channel.

Gross margin
Grossincome as a percentage of total sales.

Operating income before amortization

Operating income before amortization and impairment of acquisition
related intangible assets and acquisition related costs, but including amor-
tization and depreciation of other intangible assets, buildings and land and
machinery and equipment.

Operating margin 2
Operatingincome before amortization as a percentage of total sales. 3

Operating income after amortization

Operating income after amortization and impairment of acquisition related
intangible assets and acquisition related costs, and including amortization
and depreciation of other intangible assets, buildings and land and machin-
ery and equipment.

Adjusted income

Operating income before amortization, adjusted for financialincome and
expenses (excluding revaluation of financial instruments according to
IAS 39) and current taxes.

Net margin
Income before taxes as a percentage of total sales.

Real change
Change adjusted for changes in exchange rates.

Statement of cash flow according to Securitas’ financial model

Cash flow from operating activities

Operating income before amortization adjusted for depreciation/amortiza-
tion less capital expenditures in non-current tangible and intangible assets
(excluding acquisition/divestiture of subsidiaries), change in accounts
receivable and changes in other operating capital employed.

Free cash flow
Cash flow from operating activities adjusted for financialincome and
expenses paid and current taxes paid.

Cash flow for the year'

Free cash flow adjusted for acquisition/divestiture of subsidiaries,
acquisition related costs paid, dividends, new issues and change in
interest-bearing net debt excluding liquid funds.

Balance sheet according to Securitas’ financial model

Operating capital employed
Capital employed less goodwill, acquisition related intangible assets and
sharesin associated companies.

Capital employed
Noninterest-bearing non-current and current assets less noninterest-bear-
ing long-term and current liabilities.

Net debt
Interest-bearing non-current and current assets less long-term and short-
term interest-bearing loan liabilities.

1The definition is also valid for the formal primary statements - the statement of income and the
statement of cash flow.
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CALCULATION OF KEY RATIOS 2020

Usage of key ratios not defined in IFRS

Securitas applies ESMA’s (European Securities and Markets Authority)
guidelines for Alternative Performance Measures (APM). An APMis a finan-
cial measure of historical or future financial performance, financial posi-

tion or cash flow that has not been defined in IFRS. In order to facilitate the
analysis of the Group’s development made by Group Management and other
interested parties, Securitas accounts for certain APMs. The APMs are addi-
tional information and do not replace key ratios according to IFRS. Securitas
definitions of APMs may be different from the definitions in other companies.
Refer to the Annual Report 2019 for the previous year’s calculations.

Acquired sales growth: 1%

Thisyear’s sales from acquired business as a percentage of the previous
year’s total sales.

Calculation:1312 /110 899 =1%

Organic sales growth: 0%

Total sales for the year adjusted for acquisitions and changes in exchange
rates as a percentage of the previous year’s total sales adjusted for divesti-
tures.

Calculation: (107 954 -1312 + 4390) / (110 899 - 18))-1=0%

Real sales growth: 1%

Total sales for the year including acquisitions and adjusted for changesin
exchange rates as a percentage of the previous year’s total sales.
Calculation: ((107 954 + 4 390) /110 899)-1=1%

Change of currency adjusted operating

income before amortization: -10%

Operating income before amortization adjusted for changes in exchange rates
as apercentage of the previous year’s operating income before amortization.
Calculation: ((4 892 +281) /5738)-1=-10%

Operating margin: 4.5%
Operating income before amortization as a percentage of total sales.
Calculation: 4892 /107 954 =4.5%

Change of currency adjusted operating

income after amortization: -22%

Operating income after amortization adjusted for changes in exchange
rates as a percentage of the previous year’s operating income after
amortization.

Calculation: ((3 829 +237) / 5196)-1=-22%

Change of currency adjusted income before taxes: -23%

Income before taxes adjusted for changes in exchange rates as a percent-
age of the previous year’sincome before taxes.

Calculation: ((3 329 + 213) / 4 618)-1=-23%

Change of currency adjusted netincome: -24%

Netincome adjusted for changes in exchange rates as a percentage of the
previous year’s netincome.

Calculation: ((2 416 +155) / 3362)-1=-24%

Earnings per share before dilution'2 SEK 6.63 (9.20)

Netincome for the year attributable to equity holders of the Parent Company
inrelation to the average number of shares before dilution.

Calculation 2020: ((2 416 + 3) / 364 933 897) x1000 000 = SEK 6.63
Calculation 2019: ((3362-5) / 364993 486) x1000 000 = SEK9.20

Earnings per share before dilution'2, and before

items affecting comparability®: SEK 8.02

Netincome for the year attributable to equity holders of the Parent
Company before items affecting comparability in relation to the average
number of shares before dilution.

Calculation: ((2 416 + 3 + 640 -133) / 364 933 897) x1000 000 = SEK 8.02
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Change of currency adjusted earnings per

share before dilution2: -23%

Netincome for the year attributable to equity holders of the Parent Company
adjusted for changes in exchange rates in relation to the average number of
shares before dilution as a percentage of the previous year’s earnings per
share before dilution.

Calculation: ((((2416 + 3 +155) / 364933 897) x1000000) / 9.20)-1=-23%

Change of currency adjusted earnings per share before

dilution"? and before items affecting comparability?: -12%
Netincome for the year attributable to equity holders of the Parent Company
before items affecting comparability and adjusted for changes in exchange
rates, inrelation to the average number of shares before dilution as a per-
centage of the previous year’s earnings per share before dilution and before
items affecting comparability.

Calculation: ((((2416 + 3 + 640 -133 +162) / 364933 897) x1000 000) /
9.61)-1=-12%

Cash flow from operating activities as % of

operating income before amortization: 147%

Cash flow from operating activities as a percentage of operating income
before amortization.

Calculation: 7207 / 4892 =147%

Free cash flow as % of adjusted income: 178%

Free cash flow as a percentage of adjusted income (operatingincome
before amortization adjusted for financialincome and expenses, excluding
revaluation of financial instruments, and current taxes).

Calculation:5944 /(4892-500-1-1048) =178%

Free cash flow inrelation to net debt: 0.41
Free cash flow in relation to closing balance net debt.
Calculation: 5944 /14 335 =0.41

Net debt to EBITDA ratio: 2.1

Net debtinrelation to operating income after amortization plus amortization
of acquisition related intangible assets and depreciation.

Calculation: 14 335/ (3829 + 286 +2 690) = 2.1

Operating capital employed as % of total sales: 8%

Operating capital employed as a percentage of total sales adjusted for full
year sales of acquired and divested entities.

Calculation: 8893 /(107954 + 878) = 8%

Return on operating capital employed: 39%

Operating income before amortization plus items affecting comparability as
apercentage of the average balance of operating capital employed.
Calculation: (4892 -640) / ((8 893 +13100) / 2) =39%

Return on capital employed: 13%

Operating income before amortization plus items affecting comparability as
apercentage of the closing balance of capital employed.

Calculation: (4892 - 640) /32042 =13%

Net debt equity ratio: 0.81
Net debtinrelation to shareholders’ equity.
Calculation: 14 335 /17707 = 0.81

Interest coverage ratio: 9.1

Operating income before amortization plus interestincome in relation to
interest expense.

Calculation: (4892 + 31) /542 =91

Return on equity: 13%
Netincome for the year as a percentage of average shareholders’ equity.
Calculation: 2416 / (17707 +19599) / 2) =13%

Equity ratio: 30%
Shareholders’ equity as a percentage of total assets.
Calculation: 17707 / 59127 =30%

1There are no convertible debenture loans. Consequently there is no difference between earnings per share before and after dilution.
2 Number of shares includes shares related to the Group’s share-based incentive scheme that have been hedged through a swap agreement.
3 Items affecting comparability in the full year is consisting of one-off effects of MSEK -351from the transformation programs and MSEK -289 from the cost savings program in the Group.
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Exchange rates used in the consolidated financial statements 2020 and 2019
2020 2019
Weighted End-rate Weighted End-rate
average December average December
Argentina ARS 1 0.13 0.10 0.20 0.16
Australia AUD 1 6.33 6.28 6.58 6.52
Bosnia and Herzegovina BAM 1 5.36 514 541 533
Bulgaria BGN 1 5.36 5.14 5.41 534
Canada CAD 1 6.83 6.41 7.15 713
Chile CLP 100 1.16 113 1.34 1.25
China CNY 1 1.32 1.26 1.37 1.33
Colombia COoP 100 0.25 0.24 0.29 0.28
CostaRica CRC 100 157 134 162 1.63
Croatia HRK 1 138 1.33 143 1.40
Czech Republic CzK 1 0.40 0.38 0.41 0.41
Denmark DKK 1 140 1.35 142 1.40
Egypt EGP 1 0.58 0.52 0.57 0.58
EMU countries EUR 1 10.48 10.05 10.59 10.43
Hong Kong HKD 1 1.18 1.06 121 1.20
Hungary HUF 100 295 2.75 3.24 3.15
India INR 1 0.12 0.11 0.13 0.13
Indonesia IDR 100 0.06 0.06 0.07 0.07
Jordan JOD 1 12.88 11.56 13.34 13.14
Mexico MXN 1 0.43 0.41 0.49 0.49
Morocco MAD 1 0.97 0.92 0.98 0.97
Norway NOK 1 0.97 0.96 1.08 1.06
Paraguay PYG 100 0.14 0.12 0.15 0.14
Peru PEN 1 2.64 2.26 2.83 2.81
Poland PLN 1 2.35 2.22 2.46 2.45
Romania RON 1 2.16 2.06 2.23 2.18
Saudi Arabia SAR 1 2.42 2.18 2.52 2.48
Serbia RSD 1 0.09 0.09 0.09 0.09
Singapore SGD 1 6.62 6.19 6.95 6.91
South Africa ZAR 1 0.56 0.56 0.66 0.66
South Korea KRW 100 0.77 0.75 0.81 0.81
SriLanka LKR 100 4.97 4.42 5.30 513
Switzerland CHF 1 9.78 9.26 9.53 9.59
Thailand THB 1 0.29 0.27 0.31 0.31
Turkey TRY 1 131 111 1.67 157
United Arab Emirates AED 1 2.48 2.23 2.58 2.54
UK GBP 1 1179 11.15 12.10 12.23
Uruguay uyu 1 0.22 0.19 0.27 0.25
USD countries usbD 1 9.16 8.19 9.47 932
Vietnam VND 100 0.04 0.04 0.04 0.04
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Note 4
Critical estimates and judgments

The preparation of financial reports requires the Board of Directors and
Group Management to make estimates and judgments using certain
assumptions. Estimates and judgments willimpact the statement of income
and the balance sheet as well as disclosures such as contingent liabilities.
Actual results may differ from these estimates and judgments under differ-
entassumptions and conditions.

Acquisition of subsidiaries/operations
and deferred considerations

The valuation of identifiable assets and liabilities in connection with the
acquisition of subsidiaries or operations involves that items in the acquired
company’s balance sheet as well as items that have not been recognized
inthe acquired company’s balance sheet, such as client relations, should
be valued at fair value. In normal circumstances, as quoted market prices
are not available for the assets and liabilities that are to be valued, different
valuation methods have to be used. These valuation methods are based on
anumber of assumptions. For a personnel intensive company like Securitas,
employee related items such as accrued salaries, accrued social benefits,
holiday pay, long-term employee benefits and post-employment benefits
are significantitems in the balance sheet that can be difficult to value.
Accountsreceivable is another example of a significant balance sheetitem
where it can be difficult to value the amount of bad debt and thus to what
extent they will be collected. Other items that can be difficult both to iden-
tify as well as to value are contingent liabilities that could have ariseninthe
acquired company in connection with for example litigations. As part of the
Group’s strategy to acquire companies active within the electronic security
business this also entails some additional balance sheet items that can be
of significantimpact such as net amounts due from or to clients for instal-
lation projects (work in progress on behalf of clients) and the related inven-
tory of components that will be used for installation projects or for service
and maintenance work. The profitability in the installation projects need to
be assessed and the existence and valuation of the inventory needs to be
established.

The valuation of identifiable assets and liabilities is also dependent on the
accounting environment that the acquired company/operations have been
active in. Thisis true for example for the basis of preparation for the financial
reporting and consequently the extent of adjustments that are necessary in
order to follow the Group’s accounting principles, the frequency for which
closings have been prepared and the availability of different types of data
that can be necessary in order to value identifiable assets and liabilities. All
balance sheetitems are thus subject to estimates and judgments. This also
means that the initial accounting may have to be provisionally determined
and subsequently adjusted. All acquisition calculations are finalized no later
than one year after the acquisition is made. Considering the above descrip-
tionincluding the practicability to compile and disclose all individual adjust-
ments in amanner that will benefit the reader of the financial statements,
Securitas has chosen not to state the reasons to why the initial accounting
of the business combination is provisional nor which assets and liabilities for
which the initial accounting is provisional for each individual business com-
bination unlessitis a material adjustment.

All payments to acquire a subsidiary/operation are recorded at fair value
at the acquisition date, including debt related to deferred or contingent
considerations and acquisition related option liabilities (referred to col-
lectively as deferred considerations). This debt is measured at fair value in
subsequent periods with remeasurement through the statement of income.
The final outcome of deferred considerations often depends on one or more
events which only will be confirmed by a future development, such as the
future profitability development for an agreed period. The final outcome
can therefore either be lower or higher than the initially recognized amount.
Short-term deferred considerations, which amount to MSEK 191 (202) and
are included in other current liabilities (note 36) and long-term deferred con-
siderations, which amountto MSEK 103 (223) and are included in other long-

term liabilities (note 32), are thus subject to critical estimates and judgments.

Further information regarding acquisitions is provided in note 17 and
regarding revaluation of deferred considerations in note 11.
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Impairment testing of goodwill, other acquisition related
intangible assets and shares in associated companies

In connection with the impairment testing of goodwill, other acquisition
related intangible assets and shares in associated companies, the book
value is compared to the recoverable value. The recoverable value is deter-
mined by the higher of an asset’s net realizable value and its value in use.
Since under normal circumstances no quoted market prices are available to
assess an asset’s netrealizable value, the book value is normally compared
tothe value in use. The calculation of the value in use is based on assump-
tions and judgments. The mostimportant assumptions are the organic sales
growth, the development of the operating margin, the operating working
capital requirements and the relevant WACC, which is used to discount
future cash flows. During 2020, the Group has also received government
grants and other government assistance in relation to the coronavirus pan-
demic which have had to be considered for the impairment testing.

Allin all, this means that the valuation of the balance sheet items goodwill,
which amounts to MSEK 21414 (22 157), acquisition related intangible assets,
which amounts to MSEK 1424 (1563) and shares in associated companies,
which amounts to MSEK 311 (320) are subject to critical estimates and
judgments. A sensitivity analysis regarding the organic sales growth, the
operating margin and the WACC is provided in note 18.

Leases

Securitas’ lease agreements are mainly attributable to buildings and
vehicles. Leases are accounted for as right-of-use assets (included in non-
current assets), which amounts to MSEK 3 334 (3 489), long-term lease
liabilities of MSEK 2 554 (2 610) and current lease liabilities of MSEK 876 (944).
The accounting for leases under IFRS 16 involves making critical estimates
and judgments. Areas where critical estimates and judgments are applied
include determination of the discount rate and the lease term.

The lease liabilities are initially measured at the present value of remaining
lease payments. As the interest rate implicit in the lease generally cannot be
readily determined for leases in the Group, the present value is calculated
by using the incremental borrowing rate for each country. This is the rate
that the individual lessee would have to pay to borrow the funds necessary
to obtain an asset of similar value to the right-of-use assetin a similar eco-
nomic environment with similar terms, security and conditions. The rate is
setinline with the Group’s internal borrowing rate, by using each country’s
swap rate for the relevant duration plus an internal borrowing margin. The
right-of-use assets are initially measured at an amount equal to the lease
liabilities. A change in the discount rate could increase or decrease the pres-
entvalue of the lease liabilities and consequently the right-of-use assets.
Furthermore, it could impact the total cost in the statement of income and
the split between depreciation and interest expense.

Lease terms are negotiated individually for each lease agreement. Deter-
mining the correctlease termisimportant since itimpacts the size of the
right-of-use assets and lease liabilities. It also impacts whether alease can
be classified as a short-term lease and thus excluded from the lease liabili-
ties accounted for under IFRS 16. In determining the lease term, manage-
ment considers all facts and circumstances that create an economic incen-
tive to exercise an extension option, or not exercise a termination option.
Extension options (or periods after termination options) are only included in
the lease termif the lease is reasonably certain to be extended (or not ter-
minated). In general, extension options have not been included inthe lease
liability since the Group could replace the assets without significant cost or
business disruption. A change in the lease term could increase or decrease
the present value of the lease liabilities and consequently the right-of-use
assets.
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Valuation of accounts receivable
and the provision for bad debt losses

Accountsreceivable, which amounts to MSEK 14 695 (16 120), is one of the
most significant balance sheetitems. Accounts receivable are accounted
for at the nominal value net after provisions for expected bad debt losses.
The provision for bad debt losses, which amounts to MSEK -872 (-579), is
thus subject to critical estimates and judgments. Securitas has in general
alow level of bad debt losses, inthe range of 0.1to 0.2 percent of sales over
along period of time. However, the negative impact of the coronavirus pan-
demic has resulted in anincreased level of provisioning in 2020, reflecting
the increasedrisk in the business environment relating primarily to outstand-
ing accounts receivables. As a consequence, the provision for bad debt
losses has increased compared to the previous year. As the coronavirus
pandemic is still ongoing, it is difficult to assess if the adjusted provisioning
level will be adequate or if actual losses will prove to be higher but also lower
than the levels established by our model for expected bad debt losses.

As stated above, accounts receivable is also often animportantitemin
relation to the acquisition of subsidiaries/operations. Further information
regarding the credit risk in accounts receivable is provided in note 7. Infor-
mation regarding the ageing of accounts receivable and the development of
the provision for bad debt losses during the year is provided in note 27.

Employee benefits including labor-related disputes

With 355 000 employees and salaries and social benefits representing
more than 80 percent of the total operating expenses, the accounting for
employee benefitsis crucial to determine a correct result. The Group oper-
ates in many countries with different legislation and different regulatory
frameworks surrounding the benefits payable to employees and the related
payroll overhead such as social charges and payroll taxes.

Giventhe large number of employees, the Group from time to time also
faces labor-related disputes with current or former employees in relation to
various matters. Such matters caninvolve, but are not limited to, the diverse
interpretation of labor legislation, individual employee contracts or collec-
tive bargaining agreements and can for example relate to working hours,
benefits payable, various reimbursements or the termination of employ-
ment. Allin all, this means that the employee-related items in the balance
sheet are subject to critical estimates and judgments. These balances are
mainly included under employee-related items (note 36), which amounts to
MSEK 9136 (8 134), but also form part of short-term provisions (note 37) as a
part of other provisions MSEK 867 (533).

For defined benefit plans relating to benefits particularly for pensions and
medical benefits and where the payment to the employee is several years
into the future, actuarial calculations are required. These calculations are
based on assumptions regarding economic variables such as the discount
rate, salary increases, inflation rate, pension increases and the inflation
rate for medical benefits, but also on demographic variables such as the
expected life span. Allin all, the balance sheet item pension balances for
defined benefit plans which amounts to MSEK 71 (95) and which is stated
under other long-term receivables (note 25), and the balance sheet item pro-
visions for pensions and similar commitments, which amounts to MSEK 1196
(1141), is subject to critical estimates and judgments. The Group’s opinion is
that the mostimportant assumptions are the discount rate, the inflation rate
and the expected life span. A sensitivity analysis regarding these three vari-
ablesis providedin note 33.

Actuarial calculations regarding claims
reserves and timing of outflows

The Group is exposed to various types of risks in the day-to-day running of the
business. The operational risks can resultin the need to recognize reserves
for damages resulting from property claims, personal injuries as well as work-
ers’ compensation claims relating to the Group’s employees. Claims reserves
are calculated based on a combination of case reserves and incurred but not
reported reserves. Actuarial calculations are performed on a quarterly basis
to assess the adequacy of the reserves based on open claims and historical
dataforincurred but not reported claims. Actuarial calculations are based on
several assumptions. Claims reserves comprise alarge number of individual
insurance cases, where some cases are compensated with alump-sum pay-

ment and others are paid over alonger period of time. Itis thus not possible
to disclose any detailed information regarding the timing of outflows from
claimsreserves.

Allin all, this means that the balance sheetitems short-term liability
insurance-related claims reserves, which amounts to MSEK 634 (595) and
isincluded in short-term provisions (note 37), and liability insurance-related
claims reserves, which amounts to MSEK 463 (549) and is included in other
long-term provisions (note 34), are subject to critical estimates and judg-
ments.

Calculation of taxes and timing of outflows

Deferred tax is calculated on temporary differences between the carry-

ing amounts and the tax values of assets and liabilities. Assumptions and
assessments affectrecognized deferred tax, partly to determine the carry-
ing amounts of the different assets and liabilities, and partly related to fore-
casts regarding future taxable profits, where future utilization of deferred tax
assets depends on this. Significant assessments and assumptions are also
made regarding recognition of provisions and contingent liabilities relating
to tax risks and the potential impact of ongoing tax audits. Tax audits are
often lengthy processes that go on for several years. Itis thus not possible
to disclose any detailed information regarding the timing of outflows from
taxes.

The balance sheetincludes deferred tax assets of MSEK 1080 (918), cur-
rent tax assets of MSEK 485 (922), deferred tax liabilities of MSEK 674 (624),
and current tax liabilities of MSEK 1287 (1621), which are subject to critical
estimates and judgments. Further information regarding taxes is provided in
note 16 and note 39.

The impact on the Group’s financial position of ongoing

litigations and the valuation of contingent liabilities

Over the years, the Group has made a number of acquisitions in different
countries. As aresult of such acquisitions, certain contingent liabilities of the
businesses acquired have been assumed. Companies within the Group are
also involved in a number of proceedings, including legal proceedings and
tax audits arising out of the operations that are not related to acquisitions.
The accounting for these are subject to critical estimates and judgments.
Further informationis provided in note 39.

Effect of Brexit

Securitas operationsin the UK are foremost with local clients and in local
currency. The assessment is that the impact from the UK’s exit from the EU
will have limited effect on Securitas local business in the UK. Any changes
inthe Swedish krona exchange rate versus the British pound will affect the
Group’s consolidated financial statements when translating the British finan-
cial statements to Swedish kronor.

Coronavirus pandemic

Securitas as well as other companies are currently facing the challenge of
the coronavirus pandemic. As disclosed in this Annual Report, the corona-
virus pandemic has negatively impacted the Group’s result, and poses an
additional challenge when making estimates and judgments. Securitas
sees reductions in sales due to reductions in regular service levels mostly
related to the aviation segment. These reductions are causing costs foridle
time to some extent supported by government grants. Itis currently unclear
when regular services levels will return to normal levels and to what extent
any costs will be further supported by government grants. Many govern-
ment grants and other relief measures have also been introduced ina short
time frame and include requirements that need to be fulfilled in order to be
eligible for the grants. This adds new elements to the judgment in preparing
the statement of income and balance sheet as well as disclosures. Further,
increased risks are noticed related to the general macro-economic environ-
ment, throughout the Group and mostly related to employee benefits and
collection of outstanding accounts receivable. Further, itis unclear what
type of impact the coronavirus pandemic will have on the mid-term eco-
nomic development of the different markets and geographies in which we
operate.
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Note 5
Events after the balance sheet date

Approval of the Annual Report and
Consolidated Financial Statements for 2020

This Annual Reportincluding the Consolidated Financial Statements
was approved by the Board of Directors and the President and CEO of
Securitas ABon March 18,2021.

Other significant events after the balance sheet date

Securitas has acquired Dansk Brandteknik A/S, aleading Danish fire and
safety company that specializes in fire and safety services and equipment,
including related consulting and training services. The purchase price is
approximately MDKK 110 (MSEK 149) on a debt-free basis. In 2020, Dansk
Brandteknik had approximately 40 employees and annual sales were

Note 6
Revenue

Disaggregation of revenue

more than MDKK 60 (MSEK 81), of which 70 percent were on arecurring
monthly revenue basis. The acquisition was consolidated in Securitas as of
February 22,2021.

The divestiture of Securitas Estonia was completed as of February 12,
2021.

On February 12,2021 Securitas issued a 7-year MEUR 350 Eurobond.
Settlement date was February 22,2021.

In order to hedge the share portion of Securitas short-term share-based
incentive scheme 2020, Securitas AB entered into a swap agreement with a
third party in the beginning of March 2021.

Regarding the ongoing coronavirus pandemic, refer to the information
disclosed in note 4 Critical estimates and judgments.

There have been no other significant events with effect on the financial
reporting after the balance sheet date.

The Group has chosen to disaggregate revenue from sales to clients into three broad categories; Guarding services, Security solutions and electronic
security and Other. These categories are described in Note 2 Accounting principles under the heading Revenue recognition. In addition, revenue also

includes Other operating income which consists of trade mark fees.

MSEK 2020 % 2019 %
Guarding services! 81838 76 84887 77
Security solutions and

electronic security 23478 22 23290 21
Other? 2638 2 2722 2
Total sales 107954 100 110899 100
Other operating income 39 0 34 0
Total revenue 107993 100 110933 100

1Comparatives have been restated for business that relates to risk management services.

Revenue per segment

The Group’s business segments follow the same accounting principles for revenue recognition as the Group. The disaggregation of revenue by segment is
shownin the table below. Total sales agree to total sales in the segment overviews.

Security Services Security Services Security Services

North America Europe Ibero-America Other Eliminations Group
MSEK 2020 2019 2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
Guarding services! 36798 36892 34430 36637 8832 9572 1808 1809 -30 -23 81838 84887
Security solutions and
electronic security 8365 8885 10758 10611 3720 3527 635 267 = - 23478 23290
Othert 2638 2722 = - = - = - = - 2638 2722
Total sales 47801 48499 45188 47 248 12552 13099 2443 2076 -30 -23 107954 110899
Other operating income = - = - = - 39 34 = - 39 34
Total revenue 47801 48499 45188 47248 12552 13099 2482 2110 -30 -23 107993 110933

1Comparatives have beenrestated for business that relates to risk management services.

Contractbalances

MSEK 2020 2019
Contractreceivables

Accounts receivable (note 27) 14695 16120
Accrued sales income (note 28) 2837 3424
Total contractreceivables 17532 19544

Contract liabilities

Deferred revenue (note 36) 1000 965

Total contract liabilities 1000 965

Revenue recognized in 2020 that was included in contract liabilities 2019
amount to MSEK 965 (951). Most of the contract liabilities 2020 is expected to
be recognized as revenue in 2021.
Revenue recognized in 2020 from performance obligations satisfied in
2019 (and in 2019 from 2018) is not material due to the nature of the services.
Most revenue is recognized in advance of the payment by clients. Pay-
ment terms vary mainly between O and 60 days. Prepayments from clients

are normally done quarterly in advance, but there is also to some extent pre-
payments covering up to one year in advance.

Costs to obtain a contract

MSEK 2020 2019
Included in other intangible assets (note 20) 517 480
Total costs to obtain a contract 517 480

This item mainly consists of sales commissions paid for individual contracts
signed. Allcommissions are expensed on subsidiary level and thus on seg-
mentlevel. The Group capitalizes these costs and includes the capitalization
and amortization under Other in the Group’s segment overview.

The amortization for 2020 amounted to MSEK -102 (-96). There has been
no impairment of assets relating to costs to obtain a contract for 2020 nor
for 2019.
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Remaining performance obligations

Group Treasury Centre (GTC)

The Group’s revenue can be of either arecurring or non-recurring nature.
Recurring revenue is normally included in what the Group designates as its
client contract portfolio. To qualify for inclusionin the client contract portfo-
lio, a contract should normally have a duration of at least 12 months. However,
contracts can be of various lengths ranging from a very short duration up to
several years, particularly security solution contracts where on-site and/or
mobile guarding and/or remote guarding are combined with a technology
componentin terms of equipment owned and managed by Securitas and
used in the rendering of services. Contracts can have ayearly renewal date,
but contracts can also be signed without a fixed end-date. All contracts nor-
mally contain cancellation clauses for both Securitas and the client.

Securitas uses the client retention rate* as a key measurement for how long
acontractthatisincluded in the client contract portfolio normally is operated.
The clientretention rate in the client contract portfolio per business segment
and for the Group is shown in the table below.

Clientretentionrate*, % 2020 2019
Security Services North America 91 90
Security Services Europe 90 90
Security Services Ibero-America 93 92
Other 90 86
Group 91 89

*Clientretention rate is defined as the opening balance client contract portfolio adjusted for annualized
terminations in percent of opening balance client contract portfolio.

Contractsincluded in the client contract portfolio can be based on hours of
work performed or with fixed monthly, quarterly or yearly invoicing and also
including service level agreements.

In addition toits client contract portfolio, the Group also has revenue of a
non-recurring nature. For Guarding services this can be from either contract
clients or event-based sales. Within Electronic security, alarm installations
are considered non-recurring revenue even if the same clients can order
new installations from Securitas. Maintenance services performed upon
request (time and material) is also considered a non-recurring revenue even
if the same clients can revert and order further maintenance services for the
same or for a different site/installation. Product sales (alarms and compo-
nents) is also considered non-recurring revenue.

Corporate risk management services include both recurring and non-
recurring revenue services.

Deferred revenue for performance obligations that is expected to be
satisfied mainly during 2021amountto MSEK 1 000 (965).

Note 7
Financial risk management

Financialrisk factors

The Group’s business activities create exposure to financial risks, such as
interest rate risk, foreign currency risk, financing and liquidity risk and credit/
counterparty risk, as detailed in the sections below. The Group’s overall
financial risk management program focuses on the unpredictability of the
financial markets and aims to minimize potential adverse effects

on the financial performance of the Group.

Treasury organization and activities

The aim of the treasury organization in Securitas is to support business
operations by identifying, quantifying and minimizing financial risks and to
the extent possible, to take advantage of economies of scale in the treasury
operations.

By concentrating financial risk managementin a single location, the Group
can readily monitor and control these risks and benefit from the expertise of
dedicated treasury personnel. Also, by concentrating internal and external
financing through Group Treasury Centre (GTC), economies of scale can be
used to obtain the best possible pricing of investments and loans. GTC also
has responsibility for matching local liquidity surpluses and deficits between
countries and cash-pools. GTC identifies, evaluates and hedges financial
risks in co-operation with the operating units. The Board of Directors of
Securitas AB establishes policies for overall risk management, as well as
policies covering specific areas such as foreign exchange risks, interest rate
risk, creditrisk, use of derivative financial instruments and investing excess
liquidity.

Derivatives are used for the following main purposes: hedging the interest
rate element of external debt and changing its currency profile, gearing ratio
hedging and hedging of internal borrowings and investments.

Business segments

Treasury operations in the business segments concentrate onimproving
cash flow by focusing on profitability in the business operations, reducing
capital tied-up in accounts receivable and managing local cash in the most
efficient way.

Countries

In countries with extensive operations, liquidity surpluses and liquidity defi-
citsin local subsidiaries are matched at country level with the help of local
cash-pooling solutions. In addition, Securitas operates an overall cash-pool-
ing structure incorporating countries in the Eurozone, Sweden, the UK and
the US. Alllocal long-term financial requirements are financed directly from
the Group’sinternal bank, Group Treasury Centre (GTC), in Dublin.

Interest rate risk
Interest rate risk is the risk that the Group’s netincome will be affected by
changesininterest payable and/or receivable arising from changes in mar-
ketinterestrates. The Group has raised fixed and floating rate debt predomi-
nately in USD, EUR and SEK. Detailed information on long-term borrowings is
provided in note 32. The Group uses interest rate derivatives in designated
fair value and cash flow hedges to hedge changes in the risk-free rate, con-
verting the interest rate profile of this debt. As at December 31,2020 MEUR
671(671) of issued debt is swapped from fixed to floating. Securitas does
not expect any ineffectiveness between the hedged item and the hedging
instrument in fair value hedges as a result of the transition to a new bench-
mark rate due to the IBOR reform. There is one USD-bond totaling MUSD 40
(80) swapped from floating to fixed. This cash flow hedge matures in July
2021and will not be impacted by the transition to a new benchmark rate due
tothe IBOR reform.

The target for the free cash flow to net debt ratio is always to exceed
0.20. Free cash flow to net debt as of December 31,2020 was 0.41(0.19). The
Group’s interest coverage ratio, a measure of its ability to pay interest costs,
was 9.1(9.4) as of December 31,2020.
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Information regarding the Group’s debt profile and interest rate fixings is provided in the table below.

The Group’s interest bearing liabilities and assets per currency as per December 31,2020 and 2019

Netimpacton Netimpacton
Current Interest  income state- Interest  income state-
book cost (incl. rates, ment due to rates, ment due to
Currency Amount, MSEK Duration (days) creditmargin) +1% 1% increase’ -1% 1% decrease'
December 31, 2020
USD liabilities -6503 616 3.1% 3.3% =1Ll 2.6% 22
EUR liabilities -5998 522 1.4% 1.7% -14 1.1% 14
GBP liabilities -64 0 3.4% 4.3% 0 2.3% 1
SEK liabilities -5734 14 1.6% 2.6% -45 0.6% 45
Other currencies liabilities -1586 19 4.5% 5.5% -12 3.5% 12
Total liabilities -19885 365 2.2% 2.8% -82 1.6% 94
USD assets 221 5 0.0% 1.0% 2 -1.0% 2
EUR assets 2454 17 -0.9% 0.1% 19 -1.9% -19
GBP assets 40 2 0.0% 1.0% 0 -1.0% 0
SEK assets 1374 0 0.0% 1.0% 11 -1.0% -11
Other currencies assets 1461 7 3.4% 2.4% <ALl 2.4% -11
Total assets 5550 10 0.5% 1.0% 21 -0.5% -43
Total -14 335 = 2.5% = -61 = 51
December 31, 2019
USD liabilities -8841 753 3.8% 4.0% -15 3.3% 33
EUR liabilities 7464 567 1.6% 2.2% -38 0.9% 37
GBP liabilities -319 23 2.4% 3.4% -3 1.4% 3
SEK liabilities -3566 -10 0.4% 1.4% -28 0.3% 3
Other currencies liabilities -1870 19 5.4% 6.4% -15 4.4% 15
Total liabilities -22060 494 2.6% 3.2% -99 2.1% 91
USD assets 309 3 0.0% 1.0% 2 -1.0% -2
EUR assets 2322 27 -0.3% 0.8% 18 -1.3% -18
GBP assets 27 1 0.0% 1.0% 0 -1.0% 0
SEK assets 928 0 0.0% 1.0% 7 -1.0% -7
Other currencies assets 933 7 3.8% 4.8% 7 2.8% -7
Total assets 4519 16 0.7% 1.7% 34 -0.4% -34
Total -17541 - 3.0% - -65 - 57
1The1percentincrease/decrease ininterest rates is calculated by adjusting the floating rate accordingly and applying this rate to
the asset/liability to establish the impact on net financial items in the income statement. This is further adjusted by the effective corporation tax rate.
Interest rate fixing
Itis the policy of Securitas to use interest rate derivatives if required to man- underlying debt. Group policy allows for the use of both options-based and
age its interest rate risk and consequently the Group’s financing costs. The fixed-rate products. There are no options-based products in the financial
duration of these derivatives does not normally exceed the duration of the reporting in 2020 or 2019.
Interest fixing per currency’?
December 31,2020 December 31,2021 December 31,2022
Amount Amount Amount Amount Amount Amount Final
Currency MSEK MLOC Rate® % MSEK MLOC Rate® % MSEK MLOC Rate® % maturity
usb 5482 669 3.8% 2556 312 4.6% 2556 312 4.6% October 2024
EUR 3327 331 1.6% 3327 331 1.6% 3327 331 1.6% March2025
Total 8809 = = 5883 - - 5883 - -

1Refers tointerest rate fixing with a maturity in excess of three months.
2 Acash flow hedge is applied to a nominal value of MUSD 40, converting floating rates to the rate 2.0%, maturing in 2021.
3 Average rate including credit margin.
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Foreign currency risks

Transaction risk

Transactionriskis the risk that the Group’s netincome will be affected

by changes in the value of commercial flows in foreign currencies due to
fluctuating exchange rates. The nature of the business is domestic rather
than cross-border and consequently foreign currency transactionrisk is not
significant.

Financing of foreign assets — translation risk
Translationrisk is the risk that the SEK value of foreign currency equity will
fluctuate due to changes in foreign exchange rates.

Securitas’ foreign currency capital employed as of December 31,2020
was MSEK 31497 (36 392). Capital employed is financed by loans in local
currency and shareholders’ equity. This means that Securitas, from a Group
perspective, has shareholders’ equity in foreign currency that is exposed to
changes in exchange rates. This exposure givesrise to a translation risk and
consequently unfavorable changes in exchange rates could have a nega-
tive effect on the Group’s foreign net assets when translated into SEK. With

the object of minimizing the impact of changes in exchange rates on the
Group’s net debt to equity ratio, Securitas aims to maintain along-term debt
to equity ratio in USD and EUR that is close to the Group’s total debt to equity
ratio. Foreign exchange swaps and cross currency interest rate swaps are
used to change the currency of the underlying debt where required in order
to achieve this. Netinvestment hedge and cash flow hedge accounting is
applied to these swaps.

The tables below show how the Group’s capital employed is distributed by
currency, and its financing, including derivatives. They also show the sensi-
tivity of the net debt and capital employed to changes in the SEK exchange
rate.

The consolidated statement of income is affected by the translation to
SEK of the statements of income of foreign subsidiaries. As these subsidiar-
ies essentially operate only inlocal currency, their competitive situationis
not affected by changes in exchange rates and since the Group as awholeis
geographically diversified, this exposure is not hedged.

Capital employed and financing per currency as per December 31,2020 and 2019

Other Total foreign Total Group Total Group

MSEK EUR uUsD GBP currencies currencies SEK Total Group +10%' -10%'
December 31, 2020

Capital employed 10473 15884 994 4146 31497 545 32042 35192 28892
Net debt -3576 -6287 -159 -10046 -4289 -14335 -15340 -13330
Whereof foreign exchange

swaps includedin net

investment hedge? 4122 -4 359 - -237 -4 531 -4 768 -4792 -4 744
Whereof foreign exchange swaps includedin

cash flow hedge? 4318 - - 4318 -4318 - 432 -432
Whereof other foreign exchange swaps 2015 -102 -159 1754 -446 1308 1483 1133
Whereof net debt excluding foreign

exchange swaps -14031 -1826 - -15881 5006 -10875 -12463 -9287
Non-controlling interests 1 - 9 10 - 10 11 9
Net exposure 6896 9597 970 3978 21441 -3744 17697 19841 15553
Net debt to equity ratio 052 0.66 0.02 0.04 0.47 -1.15 0.81 0.77 0.86
December 31, 2019

Capital employed 11337 18390 1297 5368 36392 748 37140 40779 33501
Net debt -5086 -8498 -278 1040 -14902 -2639 -17541 -19031 -16051
Whereof foreign exchange

swaps includedin net

investment hedge? 2924 -5889 - - -2965 -2832 -5797 -6094 -5501
Whereof foreign exchange swaps includedin

cash flow hedge? 4484 - - - 4484 -4484 - 448 -448
Whereof other foreign exchange swaps 441 113 -278 -1040 -764 2928 2164 2088 2240
Whereof net debt excluding foreign

exchange swaps -12935 2722 - - -15657 1749 -13908 -15474 -12342
Non-controlling interests 2 - - 28 30 - 30 33 27
Net exposure 6249 9892 1019 4300 21460 -1891 19569 21715 17423
Net debt to equity ratio 0.81 0.86 0.27 0.24 0.69 -1.40 0.89 0.88 0.92

1Changes in capital employed due to changes in foreign exchange rates are either accounted for in other comprehensive income or offset against changes in underlying debt. Consequently, they do notimpact net

income.

2 Relates to a portion of the net investment hedge which is fixed to the amount of MUSD 492 and the USD/SEK rates are 8.48 and 8.21. The balance is a dynamic hedge and rates vary periodically.
3 Currency cash flow hedges are applied to anominal value of MEUR 430, fixing the EUR/SEK rates at 9.37 and 10.09.
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Net debt
The table below details the changes to net debt during the year.
Change ininterest-bearing net debt as per December 31,2020 and 2019
2020 2019
Loans and Loans and
MSEK Liquid funds othernetdebt Total Liquid funds othernetdebt Total
Opening balance 3948 -21489 -17541 3229 -17742 -14513
Cash flow from operating activities 7207 = 7207 4902 - 4902
Financial income and expenses paid -401 - -401 -443 - -443
Current taxes paid -862 - -862 -1191 - 1191
Payments for acquisition related items -1801 - -1801 -574 - -574
Payments for items affecting comparability -405 - -405 -303 - -303
Dividend paid -1752 = -1752 -1606 - 1606
Lease liabilities - -139 -139 - -3332 3332
Bond proceeds = = = 1445 -1445 -
Bond redemption -341 341 = -792 792 -
Commercial paper proceeds 3115 -3115 = 5098 -5098 -
Commercial paper redemption -3870 3870 - -5300 5300 -
Other changes 86 -86 = -544 544 -
Real change 976 871 1847 692 -3239 -2547
Revaluation of financial instruments* - 17 17 - 60 60
Translation? -204 1546 1342 27 -568 -541
Closing balance 4720 -19055 -14 335 3948 -21489 -17541
1Relates to unrealized gains and losses on fair value hedges and cash flow hedges including hedge ineffectiveness.
2 Whereof MSEK 1045 (-338) is related to USD and MSEK 180 (-103) is related to EUR.
Liabilities from financing activities 2020 and 2019
Non-cash changes .
Closing
Opening ) Reclassifi- balance
MSEK balance Jan1 Cash flows cation Otherchanges Translation Dec 31
2020
Long-term borrowings 17216 170 -4 666 -112 -914 11694
Short-term borrowings 1290 -1219 4666 49 -25 4761
Lease liabilities 3554 -1381 = 1520 -263 3430
Assets held to hedge borrowings -638 = = 244 = -394
Total 21422 -2430 - 1701 -1202 19491
2019
Long-term borrowings 15858 1491 -373 54 186 17216
Short-term borrowings 2282 -1438 373 73 - 1290
Lease liabilities 222 -1285 - 4527 90 3554
Assets held to hedge borrowings -516 - - -122 - -638
Total 17846 -1232 - 4532 276 21422

1Excluding other derivative positions and dividend paid to shareholders of the Parent Company, which are included in cash flow from financing activities in the consolidated statement of cash flow.
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Financing and liquidity risk

The Group’s short-term liquidity is ensured by maintaining a liquidity reserve
(cash and bank deposits, short-term investments and the unutilized portion
of committed credit facilities), which should correspond to a minimum of 5
percent of consolidated annual sales. As of December 31,2020, the short-
term liquidity reserve corresponded to 11 percent (10) of the Group’s annual
sales.

The Group’s long-term financing risk is minimized by ensuring that the
level of long-term financing (shareholders’ equity, long-term committed loan
facilities and long-term bond loans) at least matches the Group’s capital
employed. Per December 31,2020 long-term financing corresponded to 131
percent (125) of the Group’s capital employed.

Financing of the Group should be well balanced among different sources
and long-term. The aim is that committed loan facilities and bond loans
should have an average maturity of more than 3.5 years. As per December 31,
2020 the average maturity was 2.9 years.

The following tables summarize the Group’s liquidity risk at end 2020 and
2019 respectively.

Liquidity report as per December 31,2020 and 2019

Securitas has a Revolving Credit Facility with 10 key relationship banks. This
credit facility comprises of one tranche of MEUR 938 and matures in 2025.
There is a possibility to extend the facility to 2027. On December 31,2020, the
facility was undrawn.

Securitas also has a Euro Medium Term Note Program (EMTN) with a limit
of MEUR 4 000 under which public and private funding can be raised on
international capital markets. As of December 31,2020 there were nine out-
standing bond loans with maturities ranging from 2021to 2025.

In addition, Securitas also has a short-term Swedish commercial paper
programinthe amount of MSEK 5 000. On December 31,2020, the facility
was undrawn. The objective is to have access to short-term financing at
competitive prices. Pricing is based on the prevailing market rates at time of
issuance.

Securitas policy is to not engage in arrangements that take the form of
supply chain financing or any form of reverse factoring transactions.

The table below shows a summary of the credit facilities as of December
31,2020.

Credit facilities as per December 31,2020

Facility Available
amount amount
Between Between Type Currency (million) (million)  Maturity
lyear 3years
and and EMTN FRN private placement usD 40 0 2021
MSEK Total <1year <3years b5years >5years EMTN FRN private placement UsD 60 0 2021
December 31, 2020 EMTN FRN private placement usD 40 0 2021
Borrowings, principal amount -16226 -4904 -3518 -7804 - EMTN Eurobond, 2.625%
Borrowings, interest amount -594 -236 -228 -130 - fixed EUR 350 0 2021
Derivatives outflows interest -122 -106 -11 -5 - EMTN Eurobond, 1.25% fixed EUR 350 0 2022
Other derivatives outflows -10646 -6614 2597 -1435 - EMTN Eurobond, 1.125%
Lease liabilities 3823 -993 1277 -690 -863 fixed EUR 350 0 2024
Accounts payable 1820 -1820 _ _ _ EMTN FRN private placement usD 50 0 2024
Total outflows! -33231 -14673 -7631 -10064  -863 EMTN FRN private placement usb 105 0 2024
Investments, principal amount 2850 2676 5 5 164 EMTN Eurobond, 1.25% fixed EUR 300 0 2025
Derivatives receipts interest 177 83 52 42 - Multi Currency Revolving EUR (or
Other derivatives receipts 10930 6569 2915 1446 = Credit Facility equivalent) 938 938 2025
Accounts receivable 15 15 - - R SEK 5000 5000 na
Total inflows? 13972 9343 2972 1493 164
Net cash flows, total*? 19259 -5330 -4659 -8571 -699 In combination with Securitas’ strong cash flow, these sources of financ-
ing provide liquidity on a short- and long-term basis as well as flexibility to

December 31,2019 finance the Group’s expansion.
Borrowings, principalamount ~ -18184  -1267 -8605 -5183 -3129 The graph below shows the maturity profile as of December 31,2020
Borrowings, interest amount -974 -289 -425 221 -39 for the Group’s interest-bearing debt.
Derivatives outflows interest -412 -127 -188 -65 -32
Other derivatives outflows -10705 -6119 -2954 - -1632
Lease liabilities 3809 -1024 -1280  -655 -850 MSEK
Accounts payable -2001 -2001 - - - 12000
Total outflows? -36085 -10827 -13452 -6124 -5682 10000
Investments, 8000
principal amount 2208 2208 - - - 6 000
Derivatives receipts interest 284 97 118 51 18 4000
Other derivatives receipts 10646 6126 3017 15 1488 2000 . . . .
Accounts receivable 16120 16120 - - - 0
Total inflows? 29258 24551 3135 66 1506 2021 2022 2023 2024 2025 2026
Net cash flows, total* > "6827 13724 10317 -6058 -4176 = EUR bond/PP ~ USD/PP 2022 RCF (drawn) = 2022 RCF (undrawn)

1Refers to gross cash flows excluding cash and bank.
2 All contractual cash flows per the balance sheet date are included, including future interest payments.
3 Variable rate cash flows have been estimated using the relevant yield curve as at the balance sheet date.
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Fair value of financial instruments

Counterparty risk — accounts receivable

The Group has generally low risk in accounts receivables for a number of
reasons. A large proportion of sales are based on contracts with well-known
large and medium sized clients with an established and long-term relation-
ship. This provides for transparent and safe collection of invoices. New cli-
ents are duly reviewed in terms of credit worthiness.

The contract portfolio sales are also diversified in several ways, of which
the mostimportantis that there are few/no clients that represent a signifi-
cant portion of total sales. Default by a single client then has little overall
effect. In addition, Securitas provides its services to geographically dis-
persed clients in alarge number of sectors including governments, utilities,
financial sector, travel, logistics and industrial. Hence, the exposure to finan-
cial distress in any particular sector or region is relatively limited.

Securitas’ services are also, although vital in many aspects, mostly
ancillary to the business of the clients. This means that the cost of security
services represents a small fraction of total costs of running clients’ busi-
ness, making Securitas less exposed to payment defaults than suppliers of
services or goods more directly involved in the value chain.

All of this provides for secure collection of the sales generated whichis
evidenced by low bad debt losses, generally inthe range of 0.1t0 0.2 per-
cent of sales over along period of time. However, the negative impact of the
coronavirus pandemic has resulted in an increased level of provisioning
in 2020, reflecting the increased risk in the business environment relating
primarily to outstanding accounts receivables. As a consequence, bad debt
losses in percent of sales increased to approximately 0.5 percentin 2020.

Counterparty risk — liquid funds
The credit quality of interest-bearing receivables is described below, where

76 percent (79) of interest-bearing receivables have a rating of A1/P1.

Credit quality interest-bearing receivables

MSEK 2020 2019
Al/P1 4227 3573
Other 1323 946

Total interest-bearing receivables 5550 4519

The Group has policies in place that limit the amount of credit exposure to
any one financial institution. The use of Credit Support Annexes reduces the
Group’s counterparty exposures on its outstanding derivatives. Investments
of liquid funds may only be made in government paper or with financial insti-
tutions with a high credit rating. As of December 31, 2020 the weighted aver-
age credit rating of these institutions was short-term A1/P1. The largest total

exposure for all instrument types to any one institution was MSEK 1467 (1123).

Rating

In order to access international debt capital markets in an effective manner,
Securitas has obtained long-term and short-term credit ratings from
Standard & Poor’s. The long-termrating is BBB with stable outlook and the
short-termrating is A-2. The Nordic short-termrating is K-2.

The methods and assumptions used by the Group in estimating the fair value
of the financial instruments are:

Cash and bank deposits and short-term investments: carrying amounts
approximate fair values.

Derivative and other financial instruments: fair values are estimated based
on quoted market prices, on prices provided by independent brokers,

or are calculated on best market prices. The prices used are fair values
stated excluding accrued interest.

Debt: fair values of fixed rate debt are based on either quoted prices

or are estimated using discounted cash flow calculations based upon the
Group’s current incremental borrowing rates for similar types of borrow-
ings with maturities consistent with those remaining for the debt being
valued. The fair value of floating rate debt is assumed to equal the carry-
ing value of the debt.

Revaluation of financial instruments’

MSEK 2020 2019
Recognized in the statement of income

Other financial income and expenses?? 1 -1
Deferred tax - -
Impact on netincome for the year 1 -1

Recognized in other comprehensiveincome

Transfer to cash flow hedging reserve before tax -202 99
Transferto cost of hedging reserve before tax 44 16
Deferred tax on transfer to hedging reserve 33 -25
Transfer to hedging reserve net of tax -125 90
Transfer to statement of income before tax 174 -54
Deferred tax on transfer to statement of income -37 12
Transfer to statement of income net of tax 137 -42
Change of cash flow hedging reserve before tax -28 45
Change of cost of hedging reserve before tax 44 16
Total change of hedging reserve before tax* 16 61
Deferred tax on total change

of hedging reserve* -4 -13
Total change of hedging reserve net of tax 12 48

Totalimpact on shareholders’ equity
as specified above

Total revaluation before tax® 17 60
Deferred tax on total revaluation® -4 -13
Total revaluation after tax 13 47

1Securitas has adopted the amendments to IFRS 9, specifically the temporary relief from certain account-
ing requirements to hedging relationships directly affected by the IBOR reform.

2 Related to financial assets and financial liabilities at fair value through profit or loss.

3 There was no significant ineffectiveness in the fair value hedges or in the cash flow hedges. The adjust-
ment to the carrying value of the hedged item in fair value hedges amounted to MSEK 156 (3).

4 Total of transfer to hedging reserve and transfer from hedging reserve to statement of income.

5 Total revaluation and deferred tax recognized via statement of income and via other comprehensive
income.
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Costof Interest rate Currency

hedging cash flow cash flow Total Deferred Total net
MSEK reserve hedges hedges before tax tax of tax
Opening balance January 1, 2020 -40 -2 122 80 -17 63
Change in fair value of hedging instrument recognized in other comprehensive income 44 3 -205 -158 33 -125
Reclassified from other comprehensive income to profit or loss - -5 179 174 -37 137
Closing balance December 31, 2020 4 -4 96 96 -21 75
Opening balance January 1, 2019 -56 10 65 19 -4 15
Change in fair value of hedging instrument recognized in other comprehensive income 16 -18 117 115 -25 90
Reclassified from other comprehensive income to profit or loss - 6 -60 -54 12 -42
Closing balance December 31, 2019 -40 -2 122 80 -17 63
The table below discloses carrying values and fair values of financial instruments according to the categories in note 2.
Financial instruments by category — carrying and fair values as per December 31,2020 and 2019

2020 2019

MSEK Carrying value Fairvalue Carryingvalue Fair value
Assets
Financial assets at amortized cost
Interest-bearing financial non-current assets (note 24) 334 334 224 224
Otherinterest-bearing current assets (note 29) 114 114 121 121
Other long-term receivables (note 25)* 364 364 481 481
Accounts receivable (note 27) 14695 14695 16120 16120
Other current receivables (note 28)? 3443 3443 4163 4163
Liquid funds (note 30) 4720 4720 3948 3948
Total financial assets at amortized cost 23670 23670 25057 25057
Liabilities
Financial liabilities at amortized cost
Long-termloan liabilities (note 32) 4046 4046 5448 5448
Short-term loan liabilities (note 35) 2023 2023 2211 2211
Accounts payable 1820 1820 2001 2001
Other current liabilities (note 36)3 4931 4931 4780 4780
Long-term financial liabilities designated as hedged item in a fair value hedge (note 32)#> 10118 10336 14194 14475
Short-term financial liabilities designated as hedged item in a fair value hedge (note 35)#> 3528 3531 - -
Total financial liabilities at amortized cost 26466 26687 28634 28915
Derivatives designated for hedging
Interest-bearing financial current assets (note 29) 30 30 13 13
Interest-bearing financial non-current assets (note 24) 352 352 213 213
Total derivatives assets designated for hedging 382 382 226 226
Interest-bearing financial current liabilities (note 35) 86 86 23 23
Interest-bearing financial long-term liabilities (note 32) 84 84 184 184
Total derivatives liabilities designated for hedging 170 170 207 207
Net total 212 212 19 19
1Excluding all pension balances and reimbursement rights (note 25) 391 391 400 400
2 Excluding prepaid expenses (note 28) 191 1191 1271 1271
3 Excluding employee-related accrued expenses and prepaid income (note 36) 9254 9254 8156 8156

4 The carrying value of the hedged Items in fair value hedges have been adjusted by MSEK 6 (163).

5 The difference between the carrying value and fair value of short-term and long-term loan liabilities is due to the credit mar-

gininthe discountrate.
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Fair value - hierarchy as per December 31,2020 and 2019’
Valuation techniques Valuationtechniques
Quoted market using observable  using non-observable
prices market data market data Total
MSEK 2020 2019 2020 2019 2020 2019 2020 2019
Financial assets at fair value through profit or loss - - 20 13 - - 20 13
Financial liabilities at fair value through profit or loss - - -11 -14 -2952 -4252 -306 -439
Derivatives designated for hedging with positive fair value - - 362 213 - - 362 213
Derivatives designated for hedging with negative fair value - - -159 -194 - - -159 -194
1There have been no transfers between any of the valuation levels during the year.
2 Related to deferred considerations. These have been recognized mainly based on an assessment
of the future profitability developmentin the acquired entities for an agreed period.
Offsetting financial assets and financial liabilities
For the financial assets and liabilities subject to enforceable master netting will have the option to settle all such amounts on a net basis in the event of
arrangements or similar arrangements, each agreement between the Group default of the other party. Per the terms of each agreement, an event of default
and the counterparty allows for net settlement of the relevant financial assets includes failure by a party to make payment when due, failure by a party to
and liabilities when both elect to settle on a net basis. In the absence of such perform any obligation required by the agreement (other than payment) if
an election, financial assets and liabilities will be settled on a gross basis. such failure is not remedied within periods of 30 to 60 days after notice of such
However, each party to the master netting agreement or similar agreement failure is given to the party, or bankruptcy.
Financial assets
The following financial assets are subject to offsetting, enforceable master netting arrangements or similar agreements.
Gross amounts of Net amounts of Financial
Gross amounts recognized financial financial assets instruments
of recognized liabilities set off in presentedin notsetoff inthe
MSEK financialassets thebalancesheet thebalance sheet balance sheet Netamount
December 31, 2020
Derivative financial assets 382 = 382 49 333
Total 382 = 382 49 333
December 31, 2019
Derivative financial assets 226 - 226 19 207
Total 226 - 226 19 207

Financial liabilities

The following financial liabilities are subject to offsetting, enforceable master netting arrangements or similar agreements.

Gross amounts of Netamounts of Financial
Gross amounts recognized financial  financial liabilities instruments
of recognized assets set off in presentedin notset off inthe
MSEK financiallliabilities  the balance sheet the balance sheet balance sheet Netamount
December 31, 2020
Derivative financial liabilities 170 = 170 71 99
Total 170 = 170 71 99
December 31, 2019
Derivative financial liabilities 208 - 208 80 128
Total 208 - 208 80 128

References to other notes

For further information regarding financial instruments, refer to:
» Note 2 Accounting principles

Note 15 Net financial items

Note 24 Interest-bearing financial non-current assets

Note 29 Other interest-bearing current assets

Note 32 Long-term liabilities excluding provisions

Note 35 Short-term loan liabilities

Note 44 Financial risk management (Parent Company)
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Note 8
Transactions with related parties

Guarantees on behalf of related parties amount to MSEK O (0).

Information on the remuneration to the Board of Directors and Senior
Management is provided in note 9. Information on total payroll expenses for
the Board of Directors and the Presidents of the Group is provided in note 12.

For information on the Parent Company’s transactions with related
parties, refer to note 43 and note 46.

Note 9
Remuneration to the Board of
Directors and senior management

General

Board of Directors

The Chair of the Board and the Directors receive fees in accordance with the
decision of the Annual General Meeting, which includes separate fees for
committee work. The employee representatives do not receive Directors’
fees.

Fees to the Board of Directors, relating to the period up to the Annual Gen-
eral Meeting 2021 are provided according to the Annual General Meeting’s
decision on May 7,2020. For the 2020 financial year, the Chair Marie Ehrling
receives adirector’s fee, including committee work fee, of MSEK 2.3. The
other Directors receive an aggregate director’s fee, including committee
work fee, of MSEK 5.4. The remuneration for each member of the Board of
Directorsis disclosed in the tables below. The Board of Directors is other-
wise not entitled to any other compensation except for travel and lodging
expenses.

Guidelines for remuneration to senior

managementin Securitas for 2020

The Annual General Meeting on May 7, 2020 adopted guidelines in
accordance with the following:

Scope

The guidelines shall apply to agreements entered into after the Annual
General Meeting 2020, and to changes made in existing agreements after
the Annual General Meeting 2020. These guidelines do not apply to any
remuneration decided or approved by the general meeting.

Promotion of Securitas’ business strategy, long-

term interests and sustainability etc.

In short, Securitas business strategy is to offer protective services that
integrate all areas of Securitas’ competence. Together with the customers,
Securitas develop optimal and cost-efficient solutions that are suited for the
customers’ needs. This brings added value to the customers and resultsin
stronger, more long-term customer relationships and improved profitability. In
order to attract and keep competent senior management employees, Secu-
ritas shall offer a competitive total remuneration thatis in line with the market
conditions on the relevant market for each senior management employee.
Thereby, the ambition is to ensure that Securitas has the leading teamin

the security services industry, which is expected to contribute to Securitas’
business strategy and long-term interests, including its sustainability. More
information on Securitas’ business strategy is available on Securitas’ website
securitas.com, section About us — our strategy.

Securitas has implemented share-related incentive plans. Every year
since 2010, the Annual General Meeting has resolved on share related
incentive schemes including approximately 2 600 employees within the
Group. The outcome of these incentive schemes relates to how the criteria
for awarding variable cash remuneration are satisfied and thus they are
distinctly linked to Securitas’ business strategy, long-term interests and
sustainability. Furthermore, the Annual General Meeting 2019 resolved on
along-termincentive programincluding the CEO, other members of the
Group Management and certain other key employees (“LT1 2019/2021”)
whichisintended to work as an alternative incentive solution to the afore-
mentioned incentive scheme and includes approximately up to 80 employ-
ees within Securitas. The outcome of LTI 2019/2021is based on the annual
development of Securitas’ earnings per share. LTI 2019/2021is conditional
upon the participant’s own investment and holding periods of several years.
The share-related incentive plans have been resolved by the general meet-

ing and are therefore excluded from these guidelines. The share-related
incentive plans proposed by the Board of Directors and submitted to the
Annual General Meeting 2020 for approval are excluded for the same
reason.

More information on Securitas’ incentive plans is available on Securitas’
website securitas.com, section Corporate Governance — Remuneration to
Senior Management.

Types of remuneration

The total remuneration to senior management shall consist of a fixed basic
salary, variable cash remuneration, pension benefits and other benefits.
Additionally, the general meeting may — irrespective of these guidelines
—resolve on,among other things, share-related or share price-related
remuneration.

The fixed basic salary shall be competitive and reflect each senior man-
agement employee’s responsibility and performance. The variable cash
remuneration shall amount to a maximum of 85 percent of the fixed basic
salary for the President and CEO and a maximum of 60-200 percent of the
fixed basic salary for other senior management employees.

The senior management employees shall be subject to defined contri-
bution pension plans for which insurance premiums are transferred from
the individual’s total cash remuneration and paid by the company during
the term of employment. In exceptional cases, the value of such insurance
premiums can instead be paid as part of the cash remuneration to a senior
management employee. Variable cash remuneration shall qualify for pen-
sion benefits to the extent required by mandatory collective agreement
provisions. Insurance premiums may amount to not more than 35 percent of
the fixed basic salary.

Other benefits, such as company car, life insurance, special health insur-
ance or occupational health service shall be provided to the extent this is
considered customary for senior management employees holding equiva-
lent positions on the labor market where the senior management employee
is active. Premiums and other costs relating to such benefits may amount to
not more than 15 percent of the fixed basic salary.

Foremployments governed by rules other than Swedish, pension benefits
and other benefits may be duly adjusted for compliance with mandatory
rules or established local practice, taking into account, to the extent pos-
sible, the overall purpose of these guidelines.

Criteria for awarding variable cash remuneration

Variable cash remuneration shall be awarded based on the outcome of
clearly measurable performance-based targets that are set as close to the
local business as possible and aim for long-term profitability of Securitas.
The performance-based targets may for example relate to EBITA, EPS and/
or cash flow within each senior management employee’s area of respon-
sibility (group or division). Furthermore, the performance-based targets
are intended to contribute to Securitas’ business strategy and long-term
interests, including its sustainability, by, among other things, promoting the
senior management employee’s long-term development within Securitas
and reconciling the shareholders’ interests with the employee’s interests.

The Remuneration Committee shall, for the Board of Directors, prepare,
monitor and ev