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Atlas Copco is the home of industrial ideas. We develop smart, sustainable and
highly efficient solutions that empower our customers to grow and drive society
forward. We do it with people, profit and planet in mind, and with the highest

business integrity.

Our innovative products, solutions, and services are demanded by every type
of industry. They enable everything from industrial automation to reliable

medical air solutions.

This annual report reflects Atlas Copco’s mission of creating sustainable, profitable
growth. It integrates financial, sustainability, and governance information to
describe the Group in a comprehensive and cohesive manner.

GRI Standards and external review

Atlas Copco reports on its sustainability work for 2021 according to
GRI Standards, Global Reporting Initiative's reporting guidelines,

level Core, which in combination with EU taxonomy —classification

of sustainable activities on page 132 also constitutes Atlas Copco’s
statutory sustainability report. Ernst & Young has expressed an opinion
thatastatutory sustainability report has been prepared according to
the Swedish Annual Accounts Act, and has performed a limited review
of the sustainability report according to GRI Standards, core option,
see page 143. More information can be found at:
www.atlascopcogroup.com

Notice

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

Forward-looking statements

Some statements in this report are forward-looking, and the actual
outcomes could be materially different. In addition to the factors
explicitly discussed, others could have a material effect on the actual
outcomes. Such factors include, but are not limited to, general busi-
ness conditions, fluctuations in exchange rates and interest rates,
political developments, the impact and pricing of competing prod-
ucts, product development, commercialization and technological
difficulties, supply-chain interruptions, and major customer credit
losses.

Atlas Copco ABis a publiccompany. Atlas Copco AB and its subsidiaries
are sometimes referred to as the Atlas Copco Group, the Group, the
company, or Atlas Copco. Atlas Copco AB is also sometimes referred
to as Atlas Copco or the company. Any mentioning of the Board of

Directors or the Board refers to the Board of Directors of Atlas Copco AB.

® Theaudited annual accountsand consolidated accounts can be found on pages 14-41,
47-51and 64-123, excluding the quarterly data on page 82. The corporate governance

report examined by the auditors can be found on pages 54-63.

Sustainability information that has been reviewed by the auditors can be found on

pages 5-13,34-46 and 128-142.
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INTRODUCTION Key financial data g
« Summary of 2021 MSEK 2021 2020 2019 2018
A decentralized group with four Reven ues O peratl ng Orders received 129545 100554 106 104 97132
business areas . Revenues 110912 99787 103756 95363 4
. T
President and CEO MSEK 110912 margin: 21.2% EBITDA 29025 24335 26597 24510 =
—inY @
(,l ,l %) (,I 9 2) in % of revenues 26.2 24.4 256 25.7 >
" EBITA* 25015 20474 22900 22101 ;
—in % of revenues 226 20.5 22.1 232 =2
Operating profit 23559 19146 21897 21187 2
A
—in % of revenues 21.2 19.2 211 222 o
Adjusted operating profit 24246 19998 22677 21135
1 . —in % of revenues 21.9 20.0 21.9 22.2 4
Return on Operating cash flow: | E
p g Profit before tax 23410 18825 21572 20844 :
. . m
Caplta| employed MSEK 19 378 —in % of revenues 211 18.9 20.8 21.9 ;
o Profitfor the year 18134 14783 16543 16336 =
27% (23) (18910) S =
Basicearnings pershare, SEK 14.89 12.16 13.60 13.45 P
Diluted earnings per share, SEK 14.85 12.14 13.59 13.43 g
* Operating profit excluding amortization of intangibles related to acquisitions.
-
Orders received, revenues and operating margin Operating cash flow and return on capital employed Dividend/earnings per share, average " g
including discontinued operations a2
MSEK % MSEK % % E
140 000 35 20000 40 60
120000 30 50 Goal
15000 —————= 30
100 000 4. - 25 20 o
80000 = 20 =
10000 20 30 =
60 000 15 =
20 >
40000 10 5000 10 8
20000 5 10 2
0 0 0 0 3
2018 2019 2020 2021 2018 2019 2020 2021 10 years 5 years 3years 3
z
Bl Orders received, MSEK ) Dividend policy history " Dividend for the fiscal
Revenues, MSEK Bl Operating cash fllow, ’\fSEKd ’ ;20(())332011 4318_;1830 OI earn.ings year 2021 is based on the
. . Return on capital employed, % = —>0% ot earnings proposal from the Board
Operating margin, % 2011- about 50% of earnings of Directors.
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HAitlas Copco

INTRODUCTION
Summary of 2021

* A decentralized group with four
business areas

President and CEO

A DECENTRALIZED GROUP WITH FOUR BUSINESS AREAS

A decentralized group with four business areas

The Atlas Copco Group is a world-leading provider of sustainable produc-
tivity solutions, demanded by all types of industries, enabling everything
from industrial automation to reliable medical air solutions. The Group
offersinnovative compressors, air treatment systems, vacuum solutions,
industrial power tools and assembly systems, machine vision, and power
and flow solutions. Atlas Copco develops products and services focused
on productivity, energy efficiency, safety and ergonomics, supported by
insights from connected products. The company was founded in 1873,
isbased in Nacka, Sweden, and has a global reach spanning more than
180 countries. In 2021, Atlas Copco had revenues of BSEK 111 and about
43000 employees atyearend.

Revenues by region, Group

North
America, 23%

South
America, 4%

Asia/Oceania,40%

Africa/
Middle East, 4%

Europe, 29%

Orders received by customer category, Group

Other, 12% General manu-
“ facturing, 20%
Service, 6%

Electronics, 24%

Construction, 11%

Process industry, 18% Automotive, 9%

Share of revenues, Group

Service, 35% Equipment, 65%

Compressor Orders received: MSEK 55012
Technique Revenues: MSEK 49 657
Page 22 Operating margin: 23.9%

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

Revenues by region

Asia/Oceania, 34% North
America, 21%

Africa/

Middle East, 6%

‘ South

Europe, 34% America, 5%

Orders received by customer category

Other, 20% General manu-
- 4= facturing, 27%
Service, 11%

Construction, 13% Electronics, 3%

Process industry, 25% ‘ Automotive, 1%

Share of revenues

Service, 43% Equipment, 57%

Vacuum Orders received: MSEK 39 529
Technique Operating margin: 24.2%
Page 25 e

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

Revenues by region

Asia/Oceania, 65% North
America, 21%

Orders received by customer category

Other, 2% General manu-

facturing, 10%

Share of revenues

Service, 24% Equipment, 76%

’ Africa/ Process
service through a global network. Middle East, 1% Europe, 13% industry, 18% Electronics, 70%
Industrial Orders received: MSEK 20 545 Revenues by region Orders received by customer category Share of revenues
Technique Revenues: MSEK 19421 Other, 10% General manu-
Operating margin: 20.5% Asia/Oceania, 29% North — 2% i 9 Service, 27% Equipment, 73%
Page 28 Holarckania, 27 70 £ . o facturing, 18% d
. America, 31% Service, 6% s
/:Afigccialé East 19 Electronics, 4%
. . . . . . Midadle East, 17 = Construction, 5%
The Industrial Technique business area provides industrial power tools, South 2
assembly and machine vision solutions, quality assurance products, Europe, 36% , America, 3% Process industry, 6% ‘ Automotive, 51%

software, and service through a global network.

Power Orders received: MSEK 15 155
Technique Revenues: MSEK 13234
1 in* 0

Page 31 Operating margin: 16.0%
The Power Technique business area provides air, power and flow solu-
tions through products such as mobile compressors, pumps, light towers
and generators, along with anumber of complementary products. [t also
offers specialty rental and provides service through a global network.

Revenues by region

Asia/Oceania, 21% North

America, 27%
Africa/
Middle East, 8% T

South

Europe, 36% America, 8%

Orders received by customer category

Other, 16% General manu-

% facturing, 21%

Construction, 42%

Process
industry, 14%

Share of revenues

Service, 1% Equipment, 57%

Service (Specialty
Rental), 32%
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Aitlas Copco

INTRODUCTION

¢ President and CEO

PRESIDENT AND CEO

The transformation into a better tomorrow

Is driven by technology

Atlas Copco delivered a record result in 2021, with new record levels for both orders received and revenues. Our increased
investments in R&D over the past couple of years also resulted in several new product launches. Through our sustainable innovations
we support our customers’ efforts to lower their energy consumption as well as strengthen their productivity and offering.

Mats Rahmstrém, CEO and President of the Atlas Copco Group,
what were the main achievements during 2021?

lam very pleased to see that our long-term efforts and strong focus,
aswell as our strive to be agile and always find better ways, have
paid off. We have continued to increase our R&D-investmentsin
areas where we believe we can make a difference, as well as our pres-
ence in segments and markets where we see potential for sustain-
able profitable growth. These are fundamental parts of our strategy
and how we improve our customers’ technologies and processes
and drive development forward, which is what Atlas Copco s all
about. We also significantly raised our climate ambitions by setting
science-based targets for reducing our greenhouse gas emissions in
line with the goals of the Paris Agreement.

Why has Atlas Copco set science-based targets?

Thescienceis clear, we need to act to limit the effects of climate
change and companies as well as individuals and governments need
to do their part. We have set goals to reduce the emissions from our
own operationsin line with keeping the global temperature rise
below 1.5 degrees, and to reduce emissions from the value chainin
line with well below a 2-degree temperature rise. I'm also happy
with the process behind setting the targets, where each business
area has developed its own plans for how to achieve this.

The main benefit of these targetsis that they inspire new ways of
thinking, new initiatives and the actions needed for positive change.
The absolute majority of our emissions comes from the use of our
products and this is where we can make the mostimpact. We will
continue to focus onincreasing the energy efficiency of products
and supportour customers in reaching their sustainability ambi-
tions, while reducing the emissions from our own operations.

PAGE 35

How do you comment on the financial results for the year?

We saw a very high demand from our customersin 2021 and our
ordersreceived reached a new record level. Despite constrains in the
supply chain we also delivered record revenues. Our operating profit
alsoreached record levels. Our strong financial position enables us
to continue investing in our competitiveness.

What trends and change-drivers do you consider most
important for the Group going forward?

The climate challenge isanimportant change-driver. We see clear
business opportunitiesin being part of driving the transformation
into a low-carbon society, by enabling new technologies and con-
tinuing to develop products used in the manufacturing of solar
panels, wind turbines, electrical vehicles and sustainably produced
hydrogen, to name a few examples.

For us digitalization is very much part of everythingwe do. Itis a
very important change-driver for our customers and how we inter-
actwith them, as well as for how we run our factories. Digital solu-
tions enable reskilling and upskilling on a massive scale. As an exam-
ple, we have recently completed several virtual product launches
and use augmented reality to provide technical insights to both our
field technicians and customers.

Inservice, connectivity isa game changer. Previously, we relied on
information from our customers, but we now fully control the health
status and performance of our machines. All business areas com-
bined have hundreds of thousands of connected machinesin the
field, and the amount of data they generate isimpressive and grow-
ing. Itenables us to offer performance-based service solutions. We
also avoid over or under servicing, and instead we move into pre-
scriptive service. As a bonus, the data is fed back to our development
engineers. We want to be the best atanalyzing and acting on all this
data, and data analyticsis already a core competency.

” We will continue to focus on
increasing the energy efficiency
of products and supporting our
customers to reach their sustainability
ambitions, while reducing the
emissions from our own operations.

Atlas Copco 2021 3
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Aitlas Copco

INTRODUCTION

¢ President and CEO

PRESIDENT AND CEO

The transformation into a better tomorrow

is driven by technology, continued

How do you work with upskilling and reskilling to make sure
that you have the right competencies?

We considerlearning as a lifelong journey and a crucial contributor
to Atlas Copco's success. Performance is very much driven by mind-
setanditis everyone’s responsibility to continuously upskill them-
selves. | believe that encouraging curiosity and creativity is one of
the mostimportant things we can do to grow and develop asan
organization. In 2021, we organized our first-ever learning week
where we welcomed all employees to learn more about strategic
and business-critical topics. Of course, learning takes place every
day, notleastin thejob, but by dedicating a specific week we show
thatscheduling time for learning is not only allowed but also encour-
aged. Another aspect of developing as an organization is making
sure we attract new kinds of talent and that we explore the entire
talent poolin doingso. [l PAGE39

What about the difficulties in supply-chains that affected

nearly all industries during the year?

We have been affected by disturbancesin our supply chain. Being
both global and local gives us the ability to adapt quickly, and our teams
have worked very hard to support our customers. Thisis a challeng-
ing situation that we have not experienced on this scale before, but |
am proud of how we have managed to handleit. Having a complete
value-chainin Europe, Asia, and the Americas, is another strength.
Ourstrong local presence in terms of people and R&D, combined with
local manufacturing, has also proved to be an advantage.

As aleading manufacturer of vacuum equipment, how has
Atlas Copco been affected by the shortages of semiconductors?
Today, semiconductors are found in products everywhere, from
chipsin electronical devices and household appliances to cars and

Atlas Copco 2021 4

computers. The demand for semiconductorsis increasing butonly a
few manufacturers have the technological knowledge and invest-
ment capacity to increase production. As supplier of equipment to
thisindustry we can of course see an increased demand for our prod-
uctsand solutions as well. At the same time, other industries that
depend on semiconductors have been forced to slow down produc-
tion due to the shortage. Our strategy of being close to our custom-
ersworldwide and supporting a diverse customer base has once
again proventoserve uswell.

What are your main priorities going forward?

Our main priority is to ensure that we create increased value for our
stakeholders. We help increase our customers’ productivity, safety,
ergonomics and energy efficiency while decreasing their environ-
mentalimpact and total cost of ownership. We provide value to our
employees by being aninclusive company where resourceful people
grow and feel empowered. For our shareholders, we generate divi-
dends that also contribute to funding research and pensions. And
to our business partners and society in general, we bring new tech-
nologies and solutions that drive development forward. We also
want to be part of the solution to the climate challenge, by develop-
ing energy-efficient products and making our own operations as
efficientas possible. So no matterif you investin, work for or buy
from the Atlas Copco Group, you are part of contributing to a better
tomorrow.

Mats Rahmstrém, President and CEO
Nacka, Sweden, January 2022
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THIS IS ATLAS COPCO

g — This is Atlas Copco — Home of Industrial Ideas

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

NOILDNAOYLNI

THIS IS ATLAS COPCO

¢ This is Atlas Copco - Home of
Industrial ideas

Our vision is to become and remain First in Mind—First in Choice of our customers and other stakeholders. Our mission is to achieve sustainable, profitable growth.
This means that we must create lasting results with responsible use of resources and with the highest business integrity.

Our targets —
I
This is how we do business «n
Creating lasting value for all stakeholders Strategy and fundamentals PEOPLE INNOVATION PRESENCE OPERATIONAL SERVICE Z
Contributing to the UN Sustainable £ h Rely on competent Invest in research Increase market EXCELLENCE Increase the service =
Development Goals or grOWt people who are and development to presence by expanding Continuously strive for offer by giving our P
passionate about their develop new solutions into selected markets, improved operational customers new 3
jobs, performance, that improve our cus- segments, and technol- efficiency with respon- insights and peace of g
and committed to tomers' performance. ogies. Whether we sell sible use of resources, mind, more and more
deliver customer value. Connectivity and directly or indirectly, including developing based on customer
Attract resourceful data-driven insights and under which brand, top-quality and highly data and real-time 7
people and empower are key drivers in this. depends on the custom- efficient products and insights. :
Leading Products them to grow. er and market. services. E
position in critical to the 2
I m
selected end customers <
markets Operations To succeed in our mission, Atlas Copco strives for a leading position in selected markets and segments. This is achieved S
through innovations and by delivering leading differentiated technology. With products and services critical to the
customers’ operations, Atlas Copco strives to support customers in their success. To support profitable growth over a
business cycles, the Group aims to have an agile balance sheet and focuses on marketplaces with high service potential.
-
c - =
Leading Leading >
. - - a
differentiated service 5
h I ff DIVERSIFIED AGILE RESILIENT E
techno ogy orrer — Diverse customer base — Outsourced production model, 75% of production —35% of sales is service business
—Sales in Asia/Oceania, cost of equipment is purchased components — Asset-light operations
Americas, and EMEA — Flexible workforce o
—Production in Europe, Asia — Continuous scenario planning 7
. m
and America — Leadership model with clear accountability ;
—Transparent organization with strong follow up 3
=
=
>
=
o
z
We are convinced that leading products, together with a decentralized organization with full accountability
for individuals and teams make our customers, and our company, future-proof.
Atlas Copco 2021 5




Aitlas Copco

THIS IS ATLAS COPCO

This is Atlas Copco — Home of
Industrial ideas

* Our targets
This is how we do business
Creating lasting value for all stakeholders

Contributing to the UN Sustainable
Development Goals

THIS IS ATLAS COPCO

Our targets

Atlas Copco sets ambitious targets to deliver sustainable, profitable growth. The targets have different time horizons: annual, three-year, over a business cycle,

and by 2030 for the longer-term ambitions. Sustainability plays an important role in Atlas Copco’s vision and is an integral part of the Group’s mission. An integrated
sustainable strategy, backed by ambitious targets, helps the company deliver greater value to all stakeholders in a way that is economically, environmentally and
socially responsible. Below you find our targets and progress until 2021. Updated sustainable targets valid from 2022 can be found on the next page.

FINANCIAL PEOPLE 2021 2020 2019 Target*
Revenue growth measured over a business cycle Target: 8% per annum The degree to which employees agree there is opportunity to learn and grow should
be above the global benchmark and continuously increase 73 Surveyevery two years 71 >71
Sustained high return on capital employed by constantly
striving for operational excellence and generating growth The degree to which employees agree we have a work culture of respect, fairness and
opennessshould be above the global benchmark and continuously increase 76 Surveyeverytwo years 74 >75
Earnings as dividends to shareholders Target: about 50%
Share of female employees (year end). Goal by 2030 20.9% 20.0% 19.8% 30%
Annual revenue growth rate, average ® Capital employed and return ETHICS 2021 2020 2019 Target*
% MSEK o Employees sign the Business Code of Practice 98% 99% 98% 100%
10 100 000 )
Employees are trained in the Business Code of Practice 97% 99% 94% 100%
8 Goal 80000 40
Managersin risk countries lead trainings in the Business Code of Practice 96% 99% 91% 100%
6 60000 30
Significantsuppliers sign the Business Code of Practice 93% 93% 90% 100%
4 40000 20
5 Significantdistributors sign the Business Code of Practice 87% 84% 59% 100%
20000 10
0
10 years 5 years 3years 0 2018 2019 2020 2021 PRODUCTS & SERVICE 2021 2020 2019 Target*
" Figures for the years between 2012 and 2017 M Capitalemployed, MSEK Projects for new or redesigned products with goals for reduced environmental
are best estimated numbers, as the effects of i % H 0, H o)
thedistribution opr\'roca_nd restatements for Return on capital employed, % impact by 2021 98% Reported in 2021 100%
IFRS 15 arenot fullyrecondiled. Projects for new or redesigned products that will achieve a significantly reduced
environmentalimpact, i.e. 5% or lower carbon footprint over the product’s life cycle 43% The divisions set their own goals
Dividend/earnings per share, average ?
including discontinued operations ® FereelleiEenadseuiie SAFETY & WELL-BEING 2021 2020 2019 Target*
susdtainabilityfocusareas,targets, The degree to which employees agree that the company takes a genuine Survey every
60 * EIE) PIROEEECE, SR PEEEE = interest in their well-being should continuously increase 73 two years 69 Increase
r— and the sustainability notes on
>0 Goal pages 128-142. Balanced safety pyramid, meaning that more near misses than minor injuries, and
40 more minorinjuries than recordable injuries are reported Yes Yes Yes Yes
30 **1n 2018 (the base year), CO,
emissions from energy in
20 operationsand transport (tonnes) ENVIRONMENT 2021 2020 2019 Target*
10 inrelation to costof saleswas 5.3. . - - - -
CO, emissions from energy in operations and transport (tonnes) in relation to
10 costof sales. Goal by 2030. Base year: 2018 ** 33 3.8 43 -50%
years 5 years 3years
= L Waste (kg) in relation to cost of sales 590 581 597 Decrease
Dividend policy history
22003 30-40% of earnings Water consumption (m3)in relation to cost of sales 6.6 7.2 7.2 Decrease
2003-2011  40-50% of earnings ? Dividend for thefiscal year 2021 s based on the Significant direct suppliers with an approved environmental management system 31% 30% 28% Increase
2011- about 50% of earnings proposal from the Board of Directors.

Atlas Copco 2021 6
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Aitlas Copco

THIS IS ATLAS COPCO

This is Atlas Copco — Home of
Industrial ideas

* Our targets

Creating lasting value for all stakeholders

Contributing to the UN Sustainable
Development Goals

THIS IS ATLAS COPCO

Sustainability targets valid from 2022

Fully committed to being part of the solution for a better tomorrow, Atlas Copco
has reviewed its sustainability targets. The targets have different time horizons:
annual, three-year and by 2030, for the longer-term ambitions. Atlas Copco has
set science-based targets for greenhouse gas emission reductions in line with the
Paris Agreement.

The sustainability targets cover the areas: people, ethics, products and service, climate
and the environment, and safety and wellbeing. Some of the previous targets have
been revised to reflect changing stakeholder expectations and to support the organi-
zation'simplementation of prioritized strategies and behaviors. For instance, a key
performance indicator (KPI) measuring employees’ sense of belonging at the com-
pany has been added. The ethics-related targets from 2022 extend the requirement
foraleader-led training to all employees, with an additional training requirement for
new employees. To increase circularity in product design, a Group methodology for
assessing the circularity of new or redesigned products will also be developed.

Science-based targets for greenhouse gas emission reductions
In 2021, Atlas Copco set science-based targets to reduce greenhouse gas emissions
in line with the goals of the Paris Agreement. Atlas Copco aims to reduce emissions
from our own operationsin line with keeping the global temperature rise below 1.5
degrees, and to reduce emissions from the value chainin line with keeping well below
a2-degree temperaturerise. The science-based targets significantly raise Atlas Copco’s
ambition for carbon emissions reduction, as they involve the entire value chain, most
notably the use of sold products, and since the targets are set for absolute emission
reductions. The targets have been validated by the Science Based Targets initiative and
replace our previous greenhouse gas emission targets from 2022.

For more information about how Atlas Copco works to achieve its sustainability
targets, see pages 34-46.

F ¥ Atlas Copco aims to reduce emissions from
its own operations in line with keeping the
global temperature rise below 1.5 degrees,
and to reduce emissions from the value chain
in line with keeping the temperature rise well
below 2-degrees.

PEOPLE

TARGET

Female employees by 2030

30%

Employees agree that they feel a sense of belonging at the company

Employees agree we have awork culture of respect, fairness and openness

Employees agree there is opportunity to learn and grow in the company

Above the global
benchmarkand a
continuous increase

ETHICS TARGET
Employees sign the Group’s Code of Conduct ” compliance statementannually 100%
New employees participate in the Group's ethics training within 12 months of

joining the company 100%
Employees participate in the Group's biennial ethics training, starting 2022 100%
Significant suppliers confirm compliance with the Group’s Code of Conduct ? 100%
Significant distributors confirm compliance with the Group’s Code of Conduct ? 100%
SAFETY & WELL-BEING TARGET

Employees agree that the company takes a genuine interest in their well-being

Continuous increase

Balanced safety pyramid = more reports of risk observations than near misses, more
reports of near misses than minor injuries, and more or equal reports of minorinjuries
relative to recordableinjuries

A balanced safety pyramid

CLIMATE & ENVIRONMENT TARGET
Reductionin line with the 1.5 degree warming trajectory in CO,e ? emissions (tonnes)

from scopes 1 &2 by 2030. Base year: 2019 -46%
Reductionin line with the well-below 2 degrees warming trajectory in CO,e # emissions

(tonnes) from scope 3 by 2030. Base year: 2019 -28%

Significantdirect suppliers with an approved environmental management system

Continuous increase

Water consumption (m?) in relation to cost of sales

Continuous decrease

Reused, recycled or recovered waste from internal operations by 2030 100%
PRODUCTS & SERVICE TARGET
Projects for new and redesigned products with targets for reduced carbon impact 100%

By 2024, Atlas Copco has a Group-common methodology for assessing the
circularity of new or redesigned products

Common methodology

" Previously referred to as the Business Code of Practice.
2 CO,e means carbon dioxide equivalent emissions.

Atlas Copco 2021 7
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Aitlas Copco

THIS IS ATLAS COPCO

¢ This is how we do business

THIS IS ATLAS COPCO

This is how we do business

Atlas Copco is characterized by focused
businesses in selected market segments,
high customer focus through a decentralized
organization, global presence, a stable
service business, professional people, and

an asset-light and flexible manufacturing
setup. By providing professional service,
technical competence, application knowledge
and digital capabilities the Group builds
close customer relationships through direct
and indirect channels.

Orders received by customer category

G

Other, 12% eneral manufacturing,
Service, 6% .“20%
Construction, .
1%
‘ Electronics, 24%
Process industry, 18% .

Automotive, 9%

Share of revenues

Service, 35% Equipment, 65%

Share of revenues by business area

Power Technique, 12%‘

Industrial

Compressor
Technique, 17% i

Technique, 45%

Vacuum
Technique, 26%

Sales and service

Atlas Copco’s ambition is to build close relation-
ships with customers and help themincrease their
productivity in a sustainable way. Customer
engagement, sales, and service take place
through directand indirect channels (mainly dis-
tributors), online as well as offline, to maximize
market presence. Digital interaction is becoming
increasingly important to support customers and
create business opportunities. Consequently, we
continuously develop our teams to make sure they
are equipped with the right competencies to
make sureitis easy to do business with us. Atlas
Copco aims at always being available to customers
when they need us, wherever we can support
them best. The Group has a global reach with sales
in more than 180 countries.

Sales of equipment is performed by engineers
with strong application knowledge and with the
ambition to offer the best solution for specific
applications. Service and maintenance performed
by skilled techniciansis an integral part of our
offer. Service is the responsibility of dedicated
divisionsin each business area. Thisincludes the
development of service products, sales and mar-
keting, technical support, and service delivery,
all supported by data analysis from connected
equipment.

Stable service business

35% of the Group's revenues are generated from
service (spare parts, maintenance, repairs, con-
sumables, accessories, and specialty rental). These
revenues are more stable than equipment sales
and provide a strong base for the business.

Increase customer loyalty
Customer focusis a guiding principle for Atlas
Copco. Customer surveys are regularly conducted

to learn from their experience and opinions about
theirinteraction with Atlas Copco. Customers are
often engaged in feedback discussions to improve
our products and services. A number of key per-
formance indicators have been established, which
are continuously followed up to ensure that
customer satisfaction improves.

Manufacturing and logistics

We strive to have manufacturing close to where
our customers are located. As a result, production
facilities are located in Europe, Asia, and the
Americas. The philosophyis to manufacture
inhouse those components that are critical to the
performance of the equipment. For other compo-
nents, Atlas Copco leverages the capacity and
competence of business partners. Flexible pur-
chasing and logistics are of greatimportance.
Approximately 75% of the production cost of

Global reach
with local
presence

Atlas Copco has a global
reach with sales in more
than 180 countries. Sales
and service are performed
by employees with strong
application and process
knowledge.

75%

About 75% of the production
cost of equipment represents
purchased components.

equipmentrepresents purchased components,
and about 25% are internally manufactured core
components, assembly costs, and overhead.
Equipmentrepresents about 65% of revenues,
and manufacturing and logistics are organized
to be able to quickly adaptto changesin
demand. The manufacturing of equipmentis
based primarily on customer orders, and only
some standard, high-volume equipmentis
manufactured based on projected demand.

The assembly of equipmentis, to a large degree,
carried outin Atlas Copco’s own facilities, and we
take responsibility for the products’ functionality
and quality. In order to optimize production flows
the assembly is typically lean, and the final prod-
uctis generally shipped directly to the end user.
The organization works continuously to efficiently
use human, natural, and capital resources, while
ensuring highest quality.

Atlas Copco 2021 8
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Aitlas Copco

THIS IS ATLAS COPCO

¢ This is how we do business

THIS IS ATLAS COPCO

This is how we do business, continued

Innovation

Atlas Copco believes that there is always a better
way of doing things. Innovation and product
developmentare of greatestimportance, and
products are designed internally. Innovation will
improve customer satisfaction and contribute to
strengthening customer relations, the brand, and
financial performance. Research and develop-
ment expenditures correspond to about 4% of
total revenues.

The fundamental objective is to design, and
efficiently produce, new orimproved products
that provide sustainable and tangible benefits for
customersin terms of productivity, energy effi-
ciency, and/or lower life-cycle cost. New hardware
and software are developed by skilled engineers
in the divisions. We protect technical innovations
with patents.

Innovation also includes better processes to
improve the flow and utilization of assets and

information. Overcapacities and inefficiencies
must always be challenged.

Investments in fixed assets and working
capital

The Group's need forinvestments in property,
plantand equipment are moderate due to the
manufacturing philosophy and can be adapted to
shortand medium-term changesin demand.
Most investments are related to machining equip-
ment for core manufacturing activities and to pro-
duction facilities, primarily for core component
manufacturing and assembly operations.

The working capital requirements are affected
by the relatively high share of sales through own
customer centers, which affects the amount of
inventory and receivables. Inan improving busi-
ness climate with higher volumes, more working
capital will be tied up. If the business climate dete-
riorates, working capital will be released.

AGILE AND RESILIENT OPERATIONAL SETUP

Volume/
Profit

DETERIORATING BUSINESS CLIMATE
Atlas Copco can:

—reduce variable costs

—reduce working capital

IMPROVING BUSINESS CLIMATE
Atlas Copco can:

—add needed resources

—add working capital

—add small incremental investments

Time

Acquisitions

Acquisitions are primarily made in, or very close to,
existing core businesses. All divisions are required
to map and evaluate businesses that are adjacent
and that may offer tangible synergies to existing
businesses. All acquired businesses are expected
to contribute positively to economic value added.

Agility
Atlas Copco has organized its
manufacturing and logistics to be

able to quickly adapt to changesin
equipment demand.

FJJ Research and development expenditures
correspond to about 4% of total revenues.

Atlas Copco 2021 9
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Aitlas Copco

THIS IS ATLAS COPCO

This is Atlas Copco — Home of
Industrial ideas

Our targets
o This is how we do business
Creating lasting value for all stakeholders

Contributing to the UN Sustainable
Development Goals

THIS IS ATLAS COPCO

This is how we do business, continued

STRUCTURE AND GOVERNANCE

Atlas Copco’s organization is based on the principle of decentral-
ized responsibilities and authorities (see organization chart to the
right). The organization consists of both operating and legal units.
Each operating unit has a business board reflecting the Group'’s
operational structure. The duty of the business board is to serve in
an advisory and decision-making capacity concerning strategic
and operative issues. It also ensures the implementation of con-
trols and assessments. Each legal company has a legal board focus-
ing on compliance and reflecting the legal structure of the Group.

The Board of Directors is responsible for the organization and
management of the Group, regularly assessing the Group's finan-
cial situation and financial, legal, social and environmental risks,
and ensuring that the organization is designed for satisfactory
control.

The President and CEO is responsible for the daily manage-
ment of the Group following the Board's guidelines and instruc-
tions. The Presidentand CEO is also responsible for ensuring that
the organization works towards achieving the goals for sustain-
able, profitable growth. The President and CEO leads the Group
Management, which also consists of the business area presidents
and four functional heads.

The business areas are responsible for developing their respec-
tive operations by implementing and following up on strategies
and objectives to achieve sustainable, profitable growth.

The divisions are separate operational units, responsible for
delivering resultsin line with the strategies and objectives set by
the business area. Each division has global responsibility for a spe-
cificproduct or service offering. A division caninclude one or more
product companies (units responsible for product development,
manufacturing and product marketing), distribution centers, and
several customer centers (units responsible for customer contacts,
salesand service) dedicated or shared with other divisions.

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

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

COMPRESSORTECHNIQUE

BOARD OF DIRECTORS

PRESIDENT AND CEO

GROUP MANAGEMENT

VACUUM TECHNIQUE INDUSTRIAL TECHNIQUE

AsofJanuary 1,2022

POWER TECHNIQUE

Divisions
Compressor Technique Service
Industrial Air
Oil-free Air
Professional Air
Gasand Process
Medical Gas Solutions
Airtec

Divisions Divisions

Vacuum Technique Service Industrial Technique Service

Semiconductor Service Motor Vehicle Industry Tools

Semiconductor and Assembly Systems

General Industry Toolsand

Semiconductor Chamber Assembly Systems

Solutions

Scientific Vacuum Chicago Pneumatic Tools

Industrial Vacuurm Industrial Assembly Solutions

Machine Vision Solutions

Divisions
Power Technique Service
Specialty Rental
Portable Air

Powerand Flow

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

The Atlas Copco Group is unified and strengthened through:

Ashared vision Shared goals

andacommon and strategic andthe corevalues:

identity pillars for interaction, commitment,
growth andinnovation

The corporate culture

Thesharing Thesharing of Aninternal Acommon

of brand names resourcesand job market leadership

and trademarks infrastructure/ model
service providers

Common processes and shared

best practices collected in the

handbook of policies and guide-

lines The Way We Do Things

One Group Treasury

The Group's Business Code
of Practice

Atlas Copco 2021 10
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THIS IS ATLAS COPCO

This is Atlas Copco — Home of
Industrial ideas

Our targets
o This is how we do business
Creating lasting value for all stakeholders

Contributing to the UN Sustainable
nent Goals

THIS IS ATLAS COPCO

This is how we do business, continued

LEADERSHIP AND PEOPLE

In Atlas Copco, leadership is defined as the ability
to create lasting results through people. Atlas
Copco believes that competent and committed
leaders are crucial to achieving sustainable, profit-
able growth. Freedom to act and accountability
are guiding principles.

Allleaders are given a mission statement from
their leader, outlining long-term expectations and
goalsin both quantitative and qualitative terms.
The timeframe of a mission is typically three to five
years. Based on the mission statement, the man-
ageris expected to develop a vision, and clarify
how the mission will be achieved, including the
strategies, organization and people needed to
make it happen.

Atlas Copco’s performanceis closely related
to how the Group succeeds in being a good
employer, attracting and developing resourceful
and motivated people. With a global business

conducted through numerous companies, we
work with continuous competence development,
knowledge sharing, while embedding the core
values: interaction, commitment, and innovation
across all people processes.

Atlas Copco has a strong culture of growing
talent by encouraging employees to take account-
ability for their own career and learning journey.
The Group enables internal mobility and growth
by offering continuous competence development
activities and the internal job market. With the
ambition to develop individuals and teams to
reach their full potential, Atlas Copco offers acces-
sible tools and targeted learning content, both
digital and classroom courses and programs, for
allemployees.

If Atlas Copco needs to adapt its capacityina
deteriorating business climate, the firstaction
isto stop recruitment. Layoffs are the last resort.

PROCESSES

Group-wide strategies, processes, principles,
guidelines, and shared best practices are gathered
inthe handbook of policies and guidelines The
Way We Do Things. The handbook is available to all
employees. Although most of the processes are
self-explanatory, managers are provided regular
training in how toimplement them. Wherever
Atlas Copco’semployees are located, they are
expected to work in accordance with the provided
processes, principles and guidelines.

The content of the handbook covers gover-
nance, safety, health, environment and quality,
accounting and business control, treasury, tax,
auditand internal control, information technol-
ogy, people management, legal, communications
and branding, risk, crisis management, administra-
tive services, insurance, standardization, and
acquisitions.

FJF |n Atlas Copco, leadership
is defined as the ability
to create lasting results.

THE BUSINESS CODE OF PRACTICE
Internal policy documents related to
business ethics and social and environ-
mental performance are summarized in
Atlas Copco's Business Code of Practice.
Allemployeesin Group companies, as
well as our business partners, are
expected to adhere to these policies.
Allemployees are required to annually
take ethics trainings and to sign a
compliance statement.

Our core values reflect
how we behave
internally and in relation
to external stakeholders.

INTERACTION

We interact and develop close relations
with customers, internally and externally,
aswell as with other stakeholders. This
takes place in many ways: physically,
online orindirectly through business
partners. We always look for what is best
foraspecifictarget group.

INNOVATION

Ourinnovative spiritis reflected in every-
thing we do. Our customers expect the
best from Atlas Copco and our objective is
to consistently deliver high-quality prod-
uctsand service thatincrease customers’
productivity and competitiveness.

COMMITMENT

We operate worldwide with along-term
commitmentto our customersin each
country and market served. We keep our
promises and always strive to exceed high
expectations.

Atlas Copco 2021 11
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THIS IS ATLAS COPCO

Hilas Copeo Creating lasting value for all stakeholders

=
=
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Atlas Copco’s vision is to become and remain First in Mind—First in Choice of its customers and other principal stakeholders. 9
THIS IS ATLAS COPCO The Group aims to continuously deliver sustainable, profitable growth with an increased positive impact on society and the g
This is Atlas Copco — Home of environment. Below, we illustrate how we with a responsible use of resources — human, natural and capital - create value for
Industrial ideas customers, employees, business partners, shareholders, as well as for society and the environment.
Our targets -
I
This is how we do business vy
* Creating lasting value for all The resources NATURAL HUMAN FINANCIAL ;
stakeholders . RESOURCES RESOURCES RESOURCES =
) ) we put n s
Eom"‘but‘”gggm‘e UN Sustainable — 385 GWh total energy use - 41300 employees, on — Average capital a
evelopmen oals
— 58% renewable energy average employed 9
of total MWh energy — Employees in 70 countries MSEK 87537 8
used in operations ~ 4000 R&D engineers - MSEK4 163 ‘
- 75% of production cost generating industrial ideas !nVeStm.ent*s in
of equipment is purchased and innovations innovation 7
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The value CUSTOMERS SOCIETY/ENVIRONMENT SHAREHOLDERS BUSINESS PARTNERS EMPLOYEES °
-
we create — Increased productivity — 98% of employees have signed the — 27% return on capital — More than 5 000 significant — Employees agree there is =
~ Increased safety and Business Code of Practice employed suppliers opportunity to learn and fod
ergonomics in working - 97% of employees were trained in the — MSEK 19 378 operating — Leverage competence grow in the company =
environment Business Code of Practice cash flow _ Market access — Employees agree Atlas 2
— Energy savings — 3% reduced CO, emissions from energy — 22% annual total return _ Long-term reliable partner C?PCO hatS ? V_VOFk cultgre E
in operations and transport of goods A-share, 10 year O eSS, VRN ESS &l 4
— Decreased t.Otal cost P P 9 i 4 — Over 600 suppliers audited openness g
of ownership — Employment for 43 000 employees in on safety, health, environ-
70 countries at year end ment and ethics
* Investmentsin product development, including capitalized expenditures.
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THIS IS ATLAS COPCO

Hilas Copeo Contributing to the UN Sustainable Development Goals

Atlas Copco’s focus areas for sustainability are implemented in the daily operations, supported by policies, training material and
monitoring tools. Concrete targets and key performance indicators are used to continuously measure performance in these areas.
Progress in relation to the targets contributes to the achievement of the UN Sustainable Development Goals.

NOILDNAOYLNI

THIS IS ATLAS COPCO

This is Atlas Copco — Home of
Industrial ideas

Our targets The UN Sustainable Development Goals are a call for action to pro- and contributes directly to the following: 5 Gender Equality, 6 Clean See pages 34-46 for more information -
This is how we do business mote prosperity while protecting the planet. The goals recognize Water and Sanitation, 7 Affordable and Clean Energy, 8 Decent Work ~ on how Atlas Copco contributes to the é
Creating lasting value for all stakeholders thatending poverty must go hand-in-hand with strategies that and Economic Growth, 9 Industry, Innovation and Infrastructure, achievement of the UN Sustainable @
I ) build economic growth and address arange of social needs, while 12 Responsible Consumption and Production, 13 Climate Action, Development Goals. &
* Contributing to the UN Sustainable . ) . ) ) T =
Development Goals tackling climate change and protecting the environment. and 16 Peace, Justice and Strong Institutions. >
Atlas Copco endorses all 17 Sustainable Development Goals 3
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THE YEARIN REVIEW

The year in review

Market review and demand

The overall demand for Atlas Copco’s equipment
and servicesimproved considerably compared
to the previous year, which was heavily impacted
by the Covid-19 pandemic. The order intake
increased significantly already in the first quarter
and this continued throughout the year. In com-
parable currency, the Group's order intake for
equipmentincreased by 46%, while the service
business, including specialty rental, grew by 15%,
with positive developmentin all business areas
and most regions.

The demand for compressorsincreased, which
led to significantly increased order volumesin all
regions, primarily driven by industrial compres-
sors, although gas and process compressors also
achievedsolid order growth.

The orderintake for vacuum equipment
increased strongly in most regions mainly asa
result of substantially higher demand from the
semiconductorindustry. Order volumes forindus-
trial vacuum applications also grew significantly.

Ordervolumes forindustrial power tools,
assembly and machine vision solutions increased
noticeably, supported by growing demand from
the automotive and general industry. Solid order
growth was achievedin all regions.

The orderintake for portable airand power and
flow products, such as portable compressors, con-
struction tools, generators and pumps, increased
significantly. Strong order growth was achieved in
all regions, particularly in North America.

In total, the Group's order intake increased by
29% to arecord MSEK 129 545 (100 554), corre-
sponding to an organic growth of 33%. Currency
had a negative effect of 6% while acquisitions
contributed with 2%.

Furtherinformation can be foundin the
business area sections on pages 21-33.

North America

Ordersreceived in North America increased 43%
inlocal currencies. Order volumesincreased for all
types of equipment. In particular, strong order
growth was achieved for vacuum equipment to
the semiconductor industry, and for power equip-
ment, such as portable compressors, generators
and pumps. The last was primarily supported by
increased demand from equipment rental compa-
niesin the second half of the year. The order intake
forindustrial power tools, assembly and vision
solutions, increased significantly, supported by
increased demand from the automotive and gen-
eralindustry. Order volumes for service increased
inall business areas. In total, North America
accounted for 24% (23) of orders received.

South America

Orderintake in South America increased 31% in
local currencies. The growth was primarily driven
by increased demand for power equipment, and
industrial and portable compressors, in the big-
gest market Brazil. Solid order growth was also
achieved forindustrial power tools and assembly
solutions, and order intake for service increased in
all business areas. In total, South America
accounted for 4% (4) of orders received.

Europe

Ordersreceived in Europeincreased 27% in local
currencies. In particular, strong order growth was
achieved forindustrial and portable compres-
sors, vacuum equipment for semiconductor appli-
cations and industrial customers, industrial power
tools and assembly solutions to the general indus-
try and vision solutions. However, order volumes
forgas and process compressors, and industrial
power tools and assembly solutions to the auto-
motive industry, did not reach previous year'’s

level. The order intake for service increased in all
business areas. In total, Europe accounted for 28%
(30) of orders received.

Africa/Middle East

Ordersreceived increased 5% in Africa/Middle
Eastinlocal currencies. The order intake forindus-
trialand portable compressors increased signifi-
cantly, while order volumes for gas and process
compressors and vacuum equipment did not
reach the previous year’s level. Order volumes for
the service businessincreased in all business areas
except Vacuum Technique, where order intake
decreased. In total, Africa/Middle East accounted
for 4% (5) of orders received.

Asia/Oceania

Orderintakeinlocal currenciesin Asia/Oceania
increased by 40%. Order volumes for equipment
increased considerably, and solid order growth
was achieved for service.

The orderintake for small/medium and large-
sized industrial compressors increased signifi-
cantly. Solid order growth was achieved for gas
and process compressors, and portable compres-
sors. Order volumes for vacuum equipment also
increased significantly, primarily driven by higher
demand from the semiconductor and flat panel
industry. The order intake for industrial power
tools, assembly and vision solutions also
increased, supported by higher demand from the
automotive and general industry. Asia/Oceania
accounted for 40% (38) of orders received.

Market presence

Atlas Copco had own customer centersin 70 (71)
countries and production facilitiesin 21 (21)
countries. Revenues were reported in 183 (184)
countries.

Atlas Copco 2021 14

Important events

Acquisitions and divestments

The Group completed 17 acquisitions during the
year. Intotal, the acquisitions added net revenues
of approximately MSEK 2 200.

In December, the CMM (Coordinate Measuring
Machine) part of the Perceptron business in the
Industrial Technique business area (acquired in
December 2020) was divested. The divestment
was a result of further focus on in-line metrology
in contrast to off-line applications. The CMM
business has revenues of about 100 MSEK.

Changes in Group Management
Peter Kinnart was appointed Senior Vice President,
Chief Financial Officer effective July 17, 2021,
replacing Hans Ola Meyer who retired. Peter
Kinnartwas previously Vice President Business Con-
trol at the business area Compressor Technique.
Eva Klasén was appointed Senior Vice President,
Chief Legal Officer effective May 1, 2022, replacing
Hakan Osvald who will retire. Eva Klasén was previ-
ously Deputy Chief Legal Officer at Atlas Copco AB.
Sara Hagg Liljedal was appointed Senior Vice
President, Chief Communications Officer effective
February 1,2022. Sara Hagg Liljedal was previ-
ously Media Relations Manager for the Group,
and replaced Gisela Lindstrand, who left the
Group in September 2021.

ESG recognitions

In 2021 Atlas Copco received, among others,
rating of AAin the MSCI ESG Ratings assessment,
was given Prime status by the ISS ESG rating, and
remains a constituent of the FTSE4Good Index
Series. Atlas Copco scored a B by CDPin 2021 for
the carbon-related disclosure and a B for the
water-related disclosure.

NOILDNAOYLNI

0Dd0D SV11V SI SIHL

-
I
m
<
m
>
x
2
=
m
s
m
S

STVIDONVNI4

NOILVINYO4NI ¥3H1O0



THE YEARIN REVIEW
I Financial targets—growth and Orders received by region and order
Atlas Copco return development developmentin local currency
=
=
Annual revenue growth rate, average (FX adjusted) " 8
[
% 9
10 The Group's goal for annual revenue growth is =
THE YEAR IN REVIEW s ol 8%, measured over a business cycle. At the same g
. . time the ambition is to grow faster than the most
* Administration report 6 important competitors. Growth should primarily
Business areas . be organic, supported by selective acquisitions.
Compressor Technique , E'
Vacuum Technique %
0 w
Industrial Technique 10 years 5 years 3years :E'
Power Technique E
Sustainable approach [a]
to delivering value Capital employed and return g
[a)
Raising our climate ambition o
MSEK %
Products and service 100000 50 The Group's goal is to deliver sustained high return
People 80000 40 on capital employed, by constantly ftriving for —
operational excellence and generating growth. T
m
Safety and well-being 60000 30 <
Ethics 40000 20 ;
Environment 20000 10 B Capital employed, MSEK i
Risks, risk management and 0 «== Return on capital employed, % m
opportunities 2018 2019 2020 2021 <
m
The Atlas Copco share =
Corporate Governance
Dividend/earnings per share, average ?
Board of Directors including discontinued operations
" 9 P North . Asia/
Group Management " America P! Oceania -
Internal control over financial 60 Atlas Copco aims to have a strong and cost- Share: 24% Share: 28% Share: 40% ;2>
reporting 50 Goal efficient financing of the business. The priority Change: : ‘ 2
2 for the use of capital, is to develop and grow Change: +27% Change: o
the business. The strong profitability and cash +43% +40% 2
30 generation allow the Group to do that while at . v
20 the same time maintaining the ambition to SOUt_h _Af”ca/
10 distribute about 50% of earnings as dividends America Middle East
to shareholders. Share: 4% Share: 4%
10 years 5 years 3years Change: Change: 9|
+31% +5% %
Dividend policy history =
-2003 30-40% of earnings >
2003-2011 40-50% of earnings 3
2011- about 50% of earnings 2
>
o
o
=2
" Figures for the years between 2012 and 2016 are best 2 Dividend for the fiscal year 2021
estimated numbers, as the effects of the distribution of is based on the proposal from
Epiroc and restatements for IFRS 15 are not fully reconciled. the Board of Directors.
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THE YEARIN REVIEW

Revenues and return

Revenues

The Group's revenues increased 11% to record MSEK 110 912

(99 787), an organicincrease of 14%. Currency had a negative effect
of 5%, while acquisitions contributed with 2% during the year. The
Group's goalisto achieve an annual revenue growth of 8% over a
business cycle. For the period 2012-2021, the average annual reve-
nue growth has been 8%*.

Operating profit

The operating profitalso reached arecord of MSEK 23 559 (19 146),
corresponding to a margin of 21.2% (19.2). Items affecting compara-
bility includes a change in provision for share-related long-term
incentive programs, reported in Common Group Items of MSEK
—687 (-312). Previous year also included other items affecting com-
parability of MSEK—-540. The adjusted operating profitincreased
21% to MSEK24 246 (19 998) corresponding to a margin of 21.9%
(20.0). See the sales and profit bridge below.

* Currency adjusted. Figures for the years 2012-2016 are best estimated numbers, as the
effects of the distribution of Epiroc and restatements for IFRS 15 are not fully reconciled.

The operating profit for the Compressor Technique business area
increased by 11% to MSEK 11 874 (10 658), corresponding to a margin
0f23.9% (22.5). The higher operating margin was mainly explained
by increased organic revenue volumes, while acquisitions had a small
negative effect. Currency had essentially no impact on the operating
margin.

The operating profit for the Vacuum Technique business area
reached a new record and increased 28% to MSEK 7 066 (5 519).
Previous yearincluded items affecting comparability of MSEK-300,
mainly related to provisions for pension liability from prior year.

The operating margin was 24.2% (22.4, adjusted 23.6). The higher
margin was mainly explained by increased revenue volumes. The
margin was negatively affected by currency, while acquisitions had
noimpact.

The operating profit for the Industrial Technique business area
increased 64% to MSEK 3976 (2 422). Previous year included items
affecting comparability of MSEK-190, related to restructuring costs.

The operating margin was 20.5% (15.0, adjusted 16.1), primarily
driven by significantly higher revenue volumes, but negatively
affected by dilutions from acquisitions. Currency had noimpact on
the operating margin.

The operating profit for the Power Technique business area
increased 33% to MSEK 2 121 (1 594). Previous year included items
affecting comparability of MSEK-50 related to restructuring costs.
The operating margin increased to 16.0% (13.2, adjusted 13.6), driven
by increased organic revenue volumes. Currency and acquisitions had
no effect on the operating margin.

Net costs for common Group items and eliminations were MSEK
—1478(-1047). Theincrease was primarily due to a higher provision,
than previous year for share-related long-term incentive programs
of MSEK-687 (-312).

Ordersreceived, revenues and operating margin

MSEK %
140 000 35

120000 30
100 000 ﬂ -~ 25
] Il Orders received, MSEK
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Sales bridge Compressor Technique Vacuum Technique Industrial Technique Power Technique
Ordersreceived Revenues Ordersreceived Revenues Orders received Revenues Ordersreceived Revenues 80000 - 20 Revenues, MSEK
15 : ; I
2020, MSEK 47 401 47 329 25583 24685 16 254 16176 11810 12106 60000 Operating margin, % ;Z>
40000 -~ 10
o 2
Structural change, % +2 +1 +0 +8 +8 +1 +1 0000 | . ,-J_;
Currency, % -6 -5 -8 -6 -5 -5 -6 -5 =
2018 2019 2020 2021 v
Organic*, % +20 +9 +62 +24 +23 +17 +33 +13
Total, % +16 +5 +55 +18 +26 +20 +28 +9
2021, MSEK 55012 49 657 39529 29219 20545 19421 15155 13234 Sales bridge, 9
* Volume, price and mix Atlas Copco Group Orders received Revenues %
=
2020, MSEK 100554 99787 =
=
0
Bridge -revenues Volume, price, Items affecting Share-based long-term structural change, % 2 2 g
and operating profit, MSEK 2021 mix and other Currency Acquisitions comparability incentive programs 2020 Currency, % -6 -5 E
3
Revenues 110912 14140 -5215 2200 - - 99787 Organic*, % +33 +14 o
=2
Operating profit 23559 5458 -1295 85 540 -375 19146 Total, % +29 +11
Effect on margin, % 21.2 19.2 2021, MSEK 129545 110912
* Volume, price and mix
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Revenues and return, continued

Depreciation and EBITDA

Depreciation, amortization and impairment costs were MSEK 5 466
(5 189) and earnings before depreciation and amortization, EBITDA,
reached MSEK 29 025 (24 335), corresponding to a margin of 26.2%
(24.4).

Net financial items

The Group's net financial items decreased to MSEK -149 (-321). The
netinterest expense was MSEK -234 (-245). Other financial items
were MSEK 85 (-76). See notes 8 and 27.

Profit before tax

Profit before tax increased 24% to MSEK 23 410 (18 825). Excluding
items affecting comparability, profit before tax was MSEK 24 097
(19677), corresponding to margin of 21.7% (19.7).

Taxes

Taxes for the yearamounted to MSEK 5 276 (4 042), corresponding
to an effective tax rate of 22.5% (21.5) in relation to profit before tax.
Previous yearincluded one-time adjustments, mainly related to a
reduction of provisions for withholding taxes on dividends from
subsidiaries that reduced the effective tax rate. See note 9.

Profit and earnings per share

Profit for the yearincreased 23% to MSEK 18 134 (14 783). This corre-
sponds to basic and diluted earnings per share of SEK 14.89 (12.16)
and SEK 14.85 (12.14) respectively.

Depreciation, amortization

and impairment, MSEK 2021 2020
Rental equipment 707 735
Other property, plantand equipment 1361 1314
Right-of-use assets 1147 1164
Intangible assets 2251 1976
Total 5466 5189
Key financial data, MSEK 2021 2020 Change, %
Orders received 129545 100554 29
Revenues 110912 99787 "
EBITDA 29025 24335
—in % of revenues 26.2 24.4
EBITA* 25016 20474
—in % of revenues 22.6 20.5
Operating profit 23559 19146 23
—in % of revenues 21.2 19.2
Adjusted operating profit 24246 19998 21
—in % of revenues 219 20.0
Profit before tax 23410 18825 24
—in % of revenues 211 18.9
Profit for the year 18134 14783 23
Basic earnings per share, SEK 14.89 12.16
Diluted earnings per share, SEK 14.85 12.14

* Operating profit excluding amortization of intangibles related to acquisitions.

Revenues and operating profit, MSEK Revenues Operating profit Operating margin, % Return on capital employed, % Investments in tangible fixed assets
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
Compressor Technique 49 657 47329 11874 10658 239 22.5 93 79 620 577
Vacuum Technique 29219 24685 7066 5519 24.2 22.4 25 19 993 540
Industrial Technique 19421 16176 3976 2422 20.5 15.0 16 13 269 223
Power Technique 13234 12106 2121 1594 16.0 13.2 27 18 571 580
Common Group functions/eliminations -619 -509 -1478 -1047 27 25
Total Group 110912 99787 23559 19146 21.2 19.2 27 23 2480 1945

" Excluding right-of-use assets

Atlas Copco 2021 17
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THE YEARIN REVIEW

Revenues and return, continued

Balance sheet

The Group's total assets increased 21% to MSEK 136 683 (113 366).
Cash, cash equivalents and other current financial assets increased
to MSEK 19837 (11 713), as a net effect of strong operational cash
generation (see next page), dividend to shareholders MSEK -8 889,
and acquisitions MSEK -2 334,

Working capital ratios

The ratio of inventories to revenues at year end increased to 16.0%
(13.5), and trade receivables to 19.8% (18.8). Trade payables
increasedto 13.7% (11.2).

Capital turnover
The capital turnover ratio was 0.88 (0.86) and the capital employed
turnover ratiowas 1.27 (1.19).

Equity

Atyear end, Group equity including non-controlling interests was
MSEK 67 634 (53 534), corresponding to 49% (47) of total assets.
Equity pershare was SEK 56 (44). Atlas Copco’s market capitalization
atyearend wasBSEK 733 (497), an increase of 47%. The information
related to public takeover bids is the same as for the Parent Company
and described on page 20.

Total comprehensive income for the year was MSEK 23 025
(8948). The relatively large difference to reported profit for the
year and versus previous year, is related to translation differences
on the value of foreign operations (see page 65 and note 10).
Shareholders’ transactions include dividends totaling MSEK -8 889
(-8506), sales and repurchases of own shares of net MSEK -1 034
(-274), and share-based payments of net MSEK-234 (-42). See
page 67 and note 20.

Return on capital employed and return on equity

Return on capital employed reached 27% (23) and the return on
equity was 30% (27). The Group uses a weighted average cost of
capital (WACC) of 8% (8) after tax as an investment and overall
performance benchmark.

Balance sheet in summary, MSEK Dec31,2021 Dec 31,2020
Intangible assets 50348 45840
Rental equipment 2350 2241
Other property, plantand equipment 12227 7889
Right-of-use assets 1962 3261
Other fixed assets 1790 3190
Inventories 17 801 13450
Receivables 30363 25777
Currentfinancial assets 847 58
Cash and cash equivalents 18990 11655
Assets classified as held for sale 5 5
Total assets 136683 113366
Total equity 67 634 53534
Interest-bearing liabilities 27988 28134
Non-interest-bearing liabilities 41061 31698
Total equity and liabilities 136683 113366
Equity, MSEK 2021 2020
Opening balance 53534 53290
Profit for the year 18134 14783
Other comprehensive income for the year 4891 -5835
Shareholders’ transactions -8089 -8822
Changein non-controlling interest -836 118
Closing balance 67 634 53534
Equity attributable to

—owners of the parent 67633 53215

—non-controlling interests 1 319

Atlas Copco 2021 18
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Revenues and return, continued

Interest-bearing debt and netindebtedness

Total interest-bearing debt was MSEK 27 988 (28 134), whereof
MSEK 3 114 (3 488) in post-employment benefits. The Group has

an average maturity of 4.1 years on interest-bearing liabilities. See
notes 21 and 23 for additional information. The Group's netindebt-
edness, amounted to MSEK 8 151 (16 421) at year end. The net debt/
EBITDA ratio was 0.3 (0.7) and the debt/equity ratio was 12% (31).

Creditrating

Atlas Copco’s long-term and short-term debt is rated by Standard
& Poor’s and Fitch with the long-/short-term rating A+/A-1 and
A+/F1+, respectively.

Operating cash flow and investments

Operating cash surplus was MSEK 28 952 (25 081). Cash flows from
financial items were MSEK 459 (244). Net pension funding and pay-
ments were MSEK-330 (-340). The working capital increased by
MSEK 244 (decrease of 2 166), primarily due to higherinventories
and trade receivables. Netinvestments in rental equipment were
MSEK 474 (416).

Gross investments in property, plantand equipmentincreased to
MSEK 1970 (1 459). Notable investmentsin 2021 were made by
Compressor Technique in further automation of its main production
facility in Belgium andin a new production unitin Italy.

Vacuum Technique invested in increased production capacity in
China, new production unitsin the USA and South Korea, expansion
of an existing production unitin the United Kingdom, and two new
service technology centers, onein Ireland, and onein China. Indus-
trial Technique invested in a new factory for machine vision systemsin

THE YEARIN REVIEW

Germany and new machining equipmentin a production facility in

Sweden. Power Technique invested in a new rental depotin Canada.

Cash received from sale of property, plantand equipment were
MSEK 93 (39).

Netinvestmentsinintangible assets, mainly related to capitaliza-
tion of product development expenditures, were MSEK 1 389
(1337). Netinvestments in other assets were MSEK-514 (+54). In
total, the operating cash flow reached MSEK 19 378 (18 910).

Cash flow from structural changes

The net cash flow from structural changes, i.e. acquisitions and
divestments, amounted to MSEK -2 341 (-13 583). Previous year
included approximately MSEK 10 300 related to the acquisition of
ISRAVISION. See also note 2.

Cash flow from financing

Dividends paid amounted to MSEK -8 889 (-8 506). Sales and repur-
chases of own shares resulted in a net of MSEK 1 034 (-274), all
related to hedging or deliveries of shares for the long-term incentive
plans described on page 94. Change ininterest-bearing liabilities
was MSEK -1 645 (444).

Employees

In 2021, the average number of employees in the Group increased
by 1666to41272. Atyear end, the number of employeeswas
42862 (40 160), and the number of consultants/external work-
force was 3762 (2 907). For comparable units, the total workforce
increased by 3 249. See also note 5.

Atlas Copco 2021 19

Calculation of operating cash flow, MSEK 2021 2020
Operating cash surplus 28952 25081
Netfinancial items 459 244
Taxes paid -5211 -4531
Pension funding -330 -340
Change in working capital -244 2166
Increase in rental equipment, net -474 -416
Cash flows from operating activities 23152 22204
Investments of property, plantand
equipment, net -1877 -1420
Otherinvestments, net -1356 -1283
Cash flow from investments -3233 -2703
Adjustment for currency hedges of loans -541 -591
Operating cash flow 19378 18910
Average number of employees 2021 2020
Atlas Copco Group 41272 39606
—-Sweden 1402 1447
—Outside Sweden 39870 38160
Business areas
—Compressor Technique 18785 18212
—Vacuum Technique 8961 8226
—Industrial Technique 8745 8308
—Power Technique 3973 4059
—Common Group functions 808 801
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Parent Company

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

Earnings
Profit before taxamounted to MSEK 5 515 (11 040) and profit for
the yearamounted to MSEK 5 176 (11 111).

Financing

The total assets of the Parent Company were MSEK 173 859 (178 591).
Atyearend 2021, cash and cash equivalents amounted to MSEK 0 (8)
and interest-bearing liabilitiesamounted to MSEK 23 121 (25 351),
whereof the main partis Group-internal loans. Equity represented
86% (85) of total assets and non-restricted equity totaled MSEK
143591 (146 504).

Employees
The average number of employees in the Parent Company was
107 (107).

Remuneration

Principles for remuneration, fees and other remuneration paid to
the Board of Directors, the President and CEO, and other members of
Group Management, other statistics and the guidelines regarding
remuneration and benefits to Group Management as approved by
the Annual General Meeting are specified in note 5.

Financial risks, risks and factors of uncertainty

Atlas Copcois subject to currency risks, interest rate risks and other
financial risks. Atlas Copco has adopted a policy to control the finan-
cial risks to which Atlas Copco AB and other Group companies are
exposed. Afinancial risk management committee meets regularly
to make decisions about how to manage these risks. See also Risks,
risk managementand opportunities on pages 47-51.

THE YEARIN REVIEW

Appropriation of profit and proposed share split

The Board of Directors proposes to the Annual General Meeting an
ordinary dividend of SEK 7.60 (7.30) per share for the 2021 fiscal year.
In order to facilitate a more efficient cash management, the ordi-
nary annual dividend is proposed to be paid in two installments, the
first with record date April 28,2022, and the second with record date
October 21,2022. The firstinstallment amount will be SEK 3.80 per
share. The second installment amount will be SEK 3.80 per share (or
SEK 0.95 per share if the proposed share splitis decided by the Annual
General Meeting).

The Board also proposes to the Annual General Meeting a share
splitand redemption share procedure, whereby every share is split
into four (4) ordinary shares and one (1) redemption share. The
redemption share is automatically redeemed at SEK 8.00 per share.
Combined with the proposed ordinary dividend, shareholders will
receive SEK 15.60 per share which corresponds to a total capital dis-
tribution of MSEK 19 004 to shareholders. This excludes shares cur-
rently held by the company. If the Annual General Meeting 2022
decidesin accordance with the Board's proposal, the payment of the
redemption share will be made around June 13, 2022.

SEK
Retained earningsincluding reserve for fair value 138414537 596
Profit for the year 5176 207 640

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

To the shareholders, a dividend of SEK 7.60 per share 9258246797
To be retainedin the business 134332498439
Total 143590745 236

Atlas Copco 2021 20

Shares and share capital

Atyearend, Atlas Copco’s share capital totaled MSEK 786 (786) and
atotalnumberof 1229613 104 shares divided into 839394 096
class Asharesand 390 219 008 class B shares were issued. Net of
11422736 class Ashares and 0 class B shares held by Atlas Copco,
1218 190 368 shares were outstanding. Class A shares entitle the
owner to one vote while class B shares entitle the owner to one tenth
of avote. Class Ashares and class B shares carry equal rights to a part
of the Company’s assets and profit.

Investor ABis the single largest shareholder in Atlas Copco AB.
Atyearend 2021, Investor AB held a total of 207 754 141 shares,
representing 22.3% of the votes and 16.9% of the capital.

There are norestrictions prohibiting the right to transfer shares of
the Company, noris the Company aware of any such agreements.

In addition, the Company is not party to any material agreement that
entersinto force oris changed or ceases to be valid if the control of
the Companyis changed as a result of a public takeover bid. There is
no limitation to the number of votes that can be cast at a General
Meeting of shareholders.

As prescribed by the Articles of Association, the General Meeting
has sole authority for the election of Board members and there are
no other rules relating to the election or dismissal of Board members
orchangesinthe Articles of Association. Correspondingly, there are
no agreements with Board members or employees regarding com-
pensation in case of changes of current position reflecting a public
takeover bid.

Statutory sustainability report

Atlas Copco has prepared a sustainability reportin accordance with
the Global Reporting Initiative’s guidelines (GRI Standards) which, in
combination with EU taxonomy — classification of sustainable activi-
tieson page 132, also constitutes Atlas Copco’s statutory sustainabil-
ity report. The sustainability report has been prepared in accordance
with disclosure requirements set out in the Swedish Annual
Accounts Act chapter 6 paragraph 11. The scope and content of the
sustainability reportis defined on page 136.
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THE YEAR IN REVIEW

Business areas

The Atlas Copco Group is a world-leading provider of sustainable productivity solutions. The Group offers customers innovative compressors, air treatment systems,
vacuum solutions, industrial power tools and assembly systems, machine vision, and power and flow solutions. Atlas Copco’s four business areas are responsible
for developing their respective operations by implementing and following up on strategies and objectives to achieve sustainable, profitable growth.

Compressor Technique, page 22 Industrial Technique, page 28

The Compressor Technique business area provides compressed air solutions: industrial compressors,
gasand process compressors and expanders, air and gas treatment equipment, and air management
systems. The business area has a global service network and innovates for sustainable productivity
mainly forthe manufacturing and processindustries.

The Industrial Technique business area provides industrial power tools, assembly and machine vision
solutions, quality assurance products, software and service through a global network. The business
areainnovates for sustainable productivity for customers in the automotive and general industries.

Key figures, MSEK 2021 2020 Change, % Key figures, MSEK 2021 2020 Change, %
Orders received 55012 47 401 16% Orders received 20545 16 254 26%
Revenues 49657 47329 5% Revenues 19421 16176 20%
EBITA* 12205 10952 EBITA* 4538 2868

—asapercentage of revenue 24.6 231 —as a percentage of revenue 234 17.7
Operating profit 11874 10658 1% Operating profit 3976 2422 64%
Operating margin, % 239 225 Operating margin, % 20.5 15.0
Return on capital employed, % 93 79 Return on capital employed, % 16 13
Investments 620 577 Investments 269 223
Average number of employees 18785 18212 Average number of employees 8745 8308

* Operating profit excluding amortization of intangibles related to acquisitions.

Vacuum Technique, page 25 Power Technique, page 31

The Vacuum Technique business area provides vacuum products, exhaust management systems,
valvesand related products. The main markets served are semiconductor and scientific, as well as
awiderange of industrial segments including chemical process industries, food packaging and
paperhandling. The business area has a global service network and innovates for sustainable
productivity in order to furtherimprove its customers’ performance.

* Operating profit excluding amortization of intangibles related to acquisitions.

The Power Technique business area provides air, power and flow solutions through products such as
mobile compressors, pumps, light towers and generators, along with a number of complementary
products. It also offers specialty rental and provides services through a global network. Guided by a
forward-thinking approach to innovation, Power Technique provides sustainable productivity solu-
tions across multiple industries, including construction, manufacturing, oil and gas, and exploration

drilling.

Key figures, MSEK 2021 2020 Change, % Key figures, MSEK 2021 2020 Change, %
Orders received 39529 25583 55% Orders received 15155 11810 28%
Revenues 29219 24685 18% Revenues 13234 12106 9%
EBITA* 7569 6036 EBITA* 2182 1666

—asa percentage of revenue 259 245 —as a percentage of revenue 16.5 13.8

Operating profit 7066 5519 28% Operating profit 2121 1594 33%
Operating margin, % 242 224 Operating margin, % 16 13.2

Return on capital employed, % 25 19 Return on capital employed, % 27 18

Investments 993 540 Investments 571 580
Average number of employees 8961 8226 Average number of employees 3973 4059

* Operating profit excluding amortization of intangibles related to acquisitions.

* Operating profit excluding amortization of intangibles related to acquisitions.

Atlas Copco 2021 21
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Aitlas Copco

THE YEAR IN REVIEW

Business areas

o Compressor Technique

THE YEARIN REVIEW — COMPRESSOR TECHNIQUE

Compressor Technique

The demand for equipment and service was strong, and the order intake increased significantly with strong
growth in all regions. The business area continued to invest in product development, market presence, and
service with an intensified focus on sustainability. In addition, ten acquisitions were completed during the year.

Market development

The demand for the business area’s equipment and
services was strong, and order volumes increased
noticeably, primarily due to increased demand
forequipmentin the first half of 2021. In total, the
orderintake increased 20% organically.

The service business achieved solid order
growth, mainly driven by increased demand in
Asia, although the order intake also grew notice-
ablyin otherregions.

Ordervolumes for equipmentincreased signifi-
cantly supported by strong demand in all regions.
The orderintake for large industrial, and small and
medium-sized compressors, grew at about the
same pace supported by solid demandin all
regions, particularlyin North America and Asia.
The orderintake for gas and process compressors
increased markedly driven by increased demand
in North America and Asia, while order volumes
decreased in South America, Europe, and Africa/
Middle East.

Market presence and organizational
development
The business area continued to investin innova-
tion and market presence by adding resources
and digital capabilitiesin research and develop-
ment, marketing and sales, and service. Several
new innovative products were launched, and the
service offer was strengthened with anincreased
focus on connectivity and data analytics to sup-
port customer needs.

Activities were carried out during the year to
increase the focus on market segments contribut-
ing to the ongoing shiftin society towards green

energy, both through organizational structure,
product development, and market presence.
The business area also developed a plan for how
to contribute to the Group's commitment to
science-based targets.

The work to reduce the environmental footprint
from the business area’s own operations contin-
ued with, forexample, the transition to renewable
energy in the production facility in Wuxi, China.

The business area invested in further automa-
tioninits main factory in Antwerp, Belgium, and
inanew production unitin Brendola, Italy.

Through several acquisitions, the business area
alsoincreased its presence in targeted markets
and customer segments.

Acquisitions

The business area completed ten acquisitionsin
2021:

* Kawalek Kompressoren, a German compressed
air distributor and service provider with 10
employees.

DGM SRL, an Italian distributor of compressed
airequipmentand related services with 21
employees.

Cooper Freer Ltd, a UK-based compressed

air distributor and service provider with

18 employees.

The operating assets of MidState Air Compres-
sor, a US-based compressor distributor with

15 employees.

The operating assets of Medigas Service &
Testing Co. Inc., a US-based supplier of medical
gas systems with 6 employees and revenues of
about MSEK 23.

Ordersreceived, revenues
and operating margin

MSEK %

60000

48 000

36 000

24000

12000

2018 2019 2020 2021

Bl Orders received, MSEK
Revenues, MSEK
Operating margin, %

The operating assets of Compressed Air
Systems, Inc. (CAS), a US-based compressor
distributor with 30 employees.

Airflow Compressors & Pneumatics Ltd
(Airflow), a UK-based compressor distributor
with 16 employees.

CPCPumps International Inc.,a Canadian com-
pany specialized in the design, manufacturing,
and servicing of custom-engineered, mission-
critical centrifugal pumps. The company has
110 employees and revenues of about

MSEK 385 in 2020.

AEP, a French compressor distributor and
service provider with 8 employees.
S.T.E.R.I.srl,anItalian compressor distributor
and service provider with 19 employees.

Revenues,

MSEK 49 657

2020:47 329

Operating
profit margin

23.9%

2020:22.5%

Return on capital o
employed 93 A)
2020:79%
Orders

Sales bridge received  Revenues
2020, MSEK 47401 47329
Structural change, % +2 +1
Currency, % -6 -5
Organic* % +20 +9
Total, % +16 +5
2021, MSEK 55012 49657

*Volume, price and mix

Revenues, profits and returns

Revenues reached MSEK 49 657 (47 329), an
organicincrease of 9%. The operating profit
increased by 11% to MSEK 11 874 (10 658),
corresponding to a margin of 23.9% (22.5). The
higher operating margin was mainly explained by
increased organic revenue volumes, while acqui-
sitions had a small negative effect. Currency had
essentially noimpacton the operating margin.
Return on capital employed was 93% (79).
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Business areas

o Compressor Technique

Orders received by
customer category

Other, 20% General manu-
facturing, 27%
Service, 1%

Construction, 13% ‘ Electronics, 3%

Process industry, 25% Automotive, 1%

The market

The global market for compressed air equipment,
airand gas treatmentequipment, and related ser-
vicesis characterized by a diversified customer
base. The customers requests solutions that are
reliable, productive, efficient, and suited to spe-
cificapplications. Customers are also increasingly
looking for partners to support their sustainability
ambitions.

Compressorsare usedin a wide spectrum of
applications. Clean, dry, and oil-free airis needed
inindustrial processesin e.g. the food, pharma-
ceutical, electronics, and textile industries. Com-
pressors are used in wastewater treatment, and
green economy segments such as green hydro-
gen. Compressed airis also used in automation
andin sectors as diversified as hospitals, fish farm-
ing, and in high-speed trains. Blowers are used
in applications where a consistent flow of low-
pressure airis needed, for example in wastewater
treatment, conveying, and industrial gases such
as production of nitrogen and oxygen.

Gas and process compressors and expanders
are supplied to various process industries, such as
airseparation plants, power utilities, chemical and
petrochemical plants, and liquefied natural gas
applications.

Stationary industrial air compressors and asso-
ciated air-treatment products, spare parts and
service represent about 90% of sales. Large gas
and process compressors, including related
service, represent about 10%.

THE YEAR IN REVIEW — COMPRESSOR TECHNIQUE

Revenues by region

Asia/Oceania, 34% North
America, 21%

Africa/

Middle East, 6%

‘ South

Europe, 34% America, 5%

Market trends

e Increased focus on energy efficiency, energy
recovery, and the reduction of CO, emissions

* Focuson total solution and total life-cycle cost

¢ Investmentsin customer segments contributing
to transformation to a low carbon society

¢ The combination of cloud technology, big data
and machine learning increases the demand
for data-driven service solutions

e New applications for compressed air

Demand drivers

e Industrial production

e Investmentsin machinery

* Energy costs

* The needfordecreased CO, emissions drives
demand for more energy-efficient machinery

Vision and strategy

The vision is to be Firstin Mind—Firstin Choice as
asupplier of compressed air and gas solutions by
beinginteractive, committed and innovative, and
by offering customers the bestvalue. The strat-
egyisto further develop Atlas Copco's leading
positionin selected niches and growing the busi-
nessin away thatis economically, environmen-
tally and socially responsible. This should be done
by capitalizing on the strong global market pres-
ence, improving market penetration in mature
and developing markets, and continuously devel-
oping improved products and solutions to satisfy
customer demands. The presenceis enhanced by

Share of revenues

Service, 43% Equipment, 57%

utilizing several commercial brands. Key strategies
include growing the service business as well as
developing businesses within focused areas such
as air-treatment equipment, blowers, and com-
pressor solutions for trains, ships, and hospitals.
By offering the most energy-efficient products,
the business aims to contribute to a better tomor-
row and support customers to meet their sustain-
ability ambitions.

The business areais actively looking at acquir-
ing complementary businesses.

Strategic activities

¢ Intensify focus on research and development
Increase focus on digitalization and connected
products

Increase market coverage and improve presence
intargeted markets/segments

Develop new sustainable products and solu-
tions offering bettervalue and improved energy
efficiency to customers

Activities supporting customers to meet their
sustainability ambitions

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

Perform more service on a higher share of the
installed base of equipment

Increase operational efficiency

Investin people and competence development
e Acquire complementary businesses
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Competition

Compressor Technique'’s principal competitors

in the market for industrial compressors and air
treatment equipment are Ingersoll Rand, Kaeser,
Hitachi, and Parker Hannifin. There are also
numerous regional and local competitors, includ-
ing many in China. In the market for gasand
process compressors and expanders, the main
competitors are Siemensand MAN Turbo.

Market position
Aleading market position globally in most of its
operations.
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Aitlas Copco

THE YEAR IN REVIEW

Business areas

o Compressor Technique

THE YEARIN REVIEW — COMPRESSOR TECHNIQUE

Compressor Technique: Products and applications

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

Qil-injected
screw compressor
with variable
speed

Piston compressors

Piston compressors are available as oil-
injected and oil-free. They are used in
generalindustrial applications as well as
specialized applications.

Oil-free tooth and scroll compressors
Qil-free tooth and scroll compressors are
usedinindustrialand medical applications
with ademand for high-quality oil-free air.
Some models are available as a WorkPlace
AirSystem with integrated dryers as well as
with energy-efficient variable speed drive
(VSD).

Rotary screw compressors

Rotary screw compressors are available as
oil-injected and oil-free. They are used in
numerous industrial applicationsand can
feature the WorkPlace AirSystem with inte-
grated dryers, as well as the energy-efficient
variable speed drive (VSD) technology and
energy recovery kits.

Oil-free blowers

Qil-free blowers are available with different
technologies: rotary lobe blowers, rotary
screw blowers and centrifugal blowers.
Blowers are used in processindustry applica-
tions with a demand for a consistent flow of
low-pressure air, forexample in wastewater
treatmentand conveying.

Gas and process compressors supply
large amounts of air or gas for
processes across many industries

Oil-free centrifugal compressors

QOil-free centrifugal compressors are used in
industrial applications that demand con-
stant, large volumes of oil-free air. They are
also called turbo compressors.

Gas and process compressors

Gasand process compressors are supplied
primarily to the oil and gas, chemical/petro-
chemical process and power industries. The
main product category s single-stage and
multi-stage centrifugal, or turbo compres-
sors, which are complemented by turbo
expanders.

Airand gas treatment equipment

and medical air solutions

Dryers, coolers, gas purifiers and filters are
supplied to produce the right quality of com-
pressed air or gas. In addition, the offering
includes solutions for medical air, oxygen
and nitrogen generation as well as systems
forbiogas upgrading.

Principal product development and
manufacturing units are located in:
Belgium, the United States, China, India,
Germany and ltaly.

Oil-free medical air system

Innovations during 2021

Several new products were intro-
duced during the year, including:

Atlas Copco G 2-7,a new range of
small-sized industrial compressors
with high energy efficiency, low car-
bon footprintand reduced noise level
of 20% compared to similar products.

TheZS 5VSD, anew oil-free screw
blower, offering 20% more energy
efficiency than previous generations.

Alup Evoluto 30-45kW, a new range
of oil-injected screw compressors
delivering higher energy efficiency,
lower noise levels, and a reduced sur-
face footprint.

Anew range of oil-injected screw
compressors, the GA 22-37 VSDS,
delivering further energy efficiency vs.
previous VSD models and up to 60%
more energy efficient compared to
fixed speed compressors.

Management

Compressor Technique, January 1,2022

Business Area President: Vagner Rego

Divisions:

1. Compressor Technique Service President Dirk Beyts
2. Industrial Air President Joeri Ooms

3. Oil-free Air President Philippe Ernens

4. Professional Air President Alain Lefranc

5. Medical Gas Solutions President Ben Van Hove

6. Gas and Process President Robert Radimeczky

7. Airtec President Wouter Ceulemans
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Aitlas Copco

THE YEAR IN REVIEW
Business areas

¢ Vacuum Technique

THE YEARIN REVIEW - VACUUM TECHNIQUE

Vacuum Technique

The demand for vacuum equipment and service was strong and order intake increased significantly, particularly for equipment to the
semiconductor industry. Several investments in operations were made to better support customers’ increased demand for equipment and
services. The business area completed five acquisitions and continued to invest in innovation, market presence, and digital capabilities.

Market development

The demand for vacuum equipment and services
was strong, and order volumes increased signifi-
cantly compared to the previous year. Overall,
the orderintake increased 62% organically.

Ordervolumes for service increased notice-
ablyin all major regions, most notably in Asia.
The strong order growth was driven by increased
demand from the semiconductor and flat panel
industry, supported by customers’ high capacity
utilization, and from industrial and scientific
customers.

The orderintake for equipment to the semicon-
ductorand flat panel display industry increased
remarkably, primarily due to customers’ invest-
mentsin new production capacity butalso due to
investments in new technology. Significant order
growth was achieved in all major regions. Order
volumes for equipment to industrial and scientific
vacuum applicationsincreased considerably with
strong order growthin all regions.

Market presence and organizational
development

The business area continued to invest ininnova-
tion, market presence, research and development,
marketing, sales, and service. Additional resources
were added to research and development to fur-
therincrease the focus oninnovation, and several
new products with new technology were intro-
duced to the market.

The focus on strengthening market presence
remained with additional resources and increased
focus on direct sales, particularly for the industrial
and scientific vacuum market. A new service hub
in Dublin, Ireland, was also established to better
support customersinthe semiconductorindustry.

Several initiatives to increase the digital presence
were carried out, resulting in enhanced digital
marketing and improved customer experience
through digital interaction.

The ability to service and support customers
through connectivity increased further by the
launch of GENIUS Instant Insights™ —a remote
monitoring system for vacuum pumps.

Efforts to reduce the environmental footprint
from own operations continued, with the transi-
tion to fully renewable energy supply to the busi-
ness area’s largest production unitin South Korea.
During the year, the business area also developed
aplanforhow to contribute to the Group's com-
mitment to science-based targets.

Several investments were made in operations to
strengthen the business area’s closeness to its cus-
tomers. Asan example, the business area invested
inincreased production capacity inits pump fac-
toriesin Qingdao, China, as well asin new produc-
tion units in Haverhill, USA, and Asan, South
Korea. In addition, investments were made to
expand an existing production unit for abatement
systems in Clevedon, United Kingdom, and two
new service technology centers, one in Dublin,
Ireland, and onein Beijing, China.

Acquisitions

The business area completed five acquisitions in

2021:

e Ehrler & Beck GmbH, a European distributor
of industrial vacuum equipment and service
solutions. The company is based in Germany
and has 15 employees.

e IBVCVacuum, S.L.U, a Spanish vacuum distribu-
tor and service provider with 10 employees.

Orders received, revenues
and operating margin

MSEK %
60000 -_——— 25
48 000 20
36 000 15
24000 — 10
12000 -5

2018 2019 2020 2021

Il Ordersreceived, MSEK
Revenues, MSEK
Operating margin, %

* ARPUMA regel-und férdertechnische Gerate
GmbH, avacuum systems and solutions provider
based in Germany with 14 employeesand
revenues of MSEK 41.

e Eugen Theis GmbH, a German distributor of
vacuum equipment and service solutions with
4 employees.

e Provac Limited, an Irish vacuum distributor and
service provider with 11 employees.

Revenues, profits and returns
Revenuesincreased 18% to MSEK 29 219 (24 685),
corresponding to a 24% organicincrease. The
operating profitalso reached a new record and
increased 28% to MSEK 7 066 (5 519). The previous
yearincluded items affecting comparability of
MSEK =300, mainly related to provisions for pen-

R :
MSEK 29219
2020: 24 685

Operating
profit margin 24.2%

2020:22.4%

Return on capital o
employed 2 5 A)
2020:19%
Orders

Sales bridge received  Revenues
2020, MSEK 25583 24685
Structural change, % +1 +0
Currency, % -8 -6
Organic* % +62 +24
Total, % +55 +18
2021, MSEK 39529 29219

*Volume, price and mix

sion liability from prior years. The operating mar-
ginwas 24.2% (22.4, adjusted 23.6). The higher
margin was mainly explained by increased reve-
nue volumes. Currency affected the margin nega-
tively, while acquisitions had noimpact on the
margin. Return on capital employed was 25% (19).
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Aitlas Copco

THE YEAR IN REVIEW
Business areas

¢ Vacuum Technique

Orders received by
customer category

Other, 2% General manu-

facturing, 10%

Process
industry, 18% Electronics, 70%

The market

Vacuum and abatement solutions are required
inanumber of applications where the pressure
needs to be below atmospheric pressure and/or
the environment needs to be clean.

The Vacuum Technique business area sells prod-
ucts, systems and services across several targeted
market sectors.

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

Vacuum productsinclude a broad range of
dry pumps, turbomolecular pumps and other
vacuum pumps. They are used to create highly con-
trolled, low-pressure, particle-free environmentsin
adiverse set of manufacturing processes. Such pro-
cesses include semiconductor, flat panel display,
LED and solar, glass and optical coating, scientific
instruments used in life sciences, research institutes
focused on renewable energy, high-energy lasers
and nanotechnology, pharmaceuticals, heat treat-
ment, lithium-ion batteries, and food processing
and packaging.

Abatement systemsinclude stand-alone and
customized solutions which integrate vacuum and
exhaust management technologies. Abatement
isrequired both to prevent adverse chemical reac-
tions within production processes and to com-
ply with strict regulatory emission controls. The
business area also provides value-added services
including equipment monitoring, field and on-site
servicing, remanufacturing, service upgrades and
provision of spare parts and oils.

THE YEAR IN REVIEW - VACUUM TECHNIQUE

Revenues by region

Asia/Oceania, 65% North

America, 21%

Africa/
Middle East, 1% Europe, 13%

Market trends

e Increased use of demanding materials and
extreme working temperatures in processes for
semiconductor and industrial production

e Focus on energy-efficiency

Continued trend towards stricter regulatory

emission standards

Increased demand for digitally supported

service offers

Focus on total solutions and total life-cycle cost

e Focus on circularity as a sustainability solution

Demand drivers

e Industrial production

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

¢ Demand for energy-efficient vacuum pumps

e Increase in vacuum requirements to support
new production processes

Share of revenues

Service, 24% Equipment, 76%

Vision and strategy
Thevisionisto be Firstin Mind—Firstin Choice
forvacuum and abatement solutions. The
strategy focuses on technology leadership,
market leadership and agility, to support
growth. Thisis done by focusing on product
research and development programs together
with deployment of highly innovative products
and services. Continued execution of market
leadership will be done by an organization
focused on agility, growing market share in our
traditional heartlands and further expansion of
the geographical footprint.

Additionally, the business area has a strong focus
on developing the service business and an effi-
cientand flexible global operations footprint.

Strategic activities

e Increase market coverage and improve presence
intargeted markets and segments
Fastintroduction of highly innovative products
and services offering better value and improved
energy efficiency

Increased market penetration and coverage
through brand portfolio management

Perform more service on a higher share of the
installed base of equipment

Investin service presence close to customers
Increase organizations’ agility and operational
efficiency

Investin people and competence development
Grow through strategically attractive
acquisitions

Atlas Copco 2021 26

Competition

Vacuum Technique's principal competitors are:

Semiconductor market:
DAS Environmental Expert, Ebara, Kashiyama,
Pfeiffer Vacuum, Shimadzu Corporation.

Industrial and scientific market:
Ingersoll Rand, Pfeiffer Vacuum, and Busch.

Market position
Aglobal market leader for vacuum and
abatementsolutions.
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Aitlas Copco

THE YEAR IN REVIEW
Business areas

¢ Vacuum Technique

THE YEAR IN REVIEW - VACUUM TECHNIQUE

Vacuum Technique: Products and applications

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

Dry vacuum pump for analysis applications
and research laboratories

Oil-sealed rotary vane vacuum pumps
The latest generation of oil-sealed rotary
vane pumps has been refined to produce a
better quality of vacuum while extending
the pressure range over which the pump can
operate. They are used in a wide variety of
industrial, and research and development
applications.

Dry vacuum pumps

Dry pumps are oil-free pumping mecha-
nisms to create vacuum environments. They
use no lubricants within the pumping mech-
anism and have a series of available monitor-
ing and control options. Dry pumps are used
extensively in many semiconductor applica-
tions, aswell asinindustrial processes such
as metallurgy, coating, drying and solar.
They are also used in scientificinstruments
such as scanning electron microscopes.

Turbomolecular pumps

Inturbomolecular pumps, or turbo pumps, a
turbine rotor spins rapidly to create vacuum.
The defining feature of a turbo pumpis the
high rotational speed. These pumps are typi-
cally usedin conjunction with primary wet or
dry pumps. They are commonly used in semi-
conductor applications, research and devel-
opment, industrial applications and high
energy physics.

Liquid ring vacuum pumps

Liquid ring pumps are equipped with a fixed
blade impeller. Asthe impeller rotates, the
liquid forms aring around the circumference

Dry screw vacuum pump used in chemical
and other industrial applications

of the casing. Standard liquid ring vacuum
solutions are perfect for usein humid, dusty
and dirty environments commonly found in
industrial processes, including food and bev-
erage, mining, chemicals, oil, steel, cement,
plastics and textiles.

Abatement and integrated systems
Abatement systems are used to manage
gases and other process by products from
dry pump exhaust. Abatementis required to
prevent adverse chemical reactions with
production processes and to comply with
strict regulatory emission controls. Abate-
mentand integrated systems are primarily
used in semiconductor, flat panel display,
solarand LED applications.

Cryogenic pumps

Cryogenic pumps create vacuum by condens-
ing (freezing) gas onto special arrays of cryo-
genically cooled surfaces within the pump
envelope. The temperature of the surfaces
can be below 20K/-250°Cto enable the cap-
ture of most gas species. Cryogenic pumps
are used in a spectrum of high-technology
research applications as well asin manufac-
turing of semiconductor, flat panel and
optical devices.

Integrated abatement system used
in the semiconductor industry

Principal product development and
manufacturing units are located in:

The United States, Mexico, United Kingdom,
Czech Republic, Germany, South Korea,
Chinaand Japan.

Innovations during 2021

Several new products were intro-
duced during the year, including:

Leybold DRYVACDV 800, a new
vacuum pump with smart connectiv-
ity capabilities forindustrial applica-
tions, with increased energy efficiency
compared to oldertechnologies.

New variants of Edwards iXM dry
pumps with an extended applications
coverage, offering reduced surface
footprint, lower weight,and 30%
more energy efficientvs. competing
products.

The new vacuum gauge range

Leybold THERMOVAC, supporting
customer's processes optimization
and increased process throughputs
through reliable sensor measuring.

TheiXH6550HTX, adryvacuum
pump offeringincreased throughput
resulting in energy savings of about
30% compared to alternative
solutions.

Management

Vacuum Technique, January 1, 2022

Business Area President: Geert Follens

Divisions:

1. Vacuum Technique Service President Eckart Roettger
2.Semiconductor Service President Troy Metcalf
3.Semiconductor President Kate Wilson

4.Semiconductor Chamber Solutions President Martin Tollner
5. Scientific Vacuum President Carl Brockmeyer

6. Industrial Vacuum President Koen Lauwers
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Aitlas Copco

THE YEAR IN REVIEW
Administration report
Business areas
Compressor Technique
Vacuum Technique

¢ Industrial Technique
Power Technique

Sustainable a
to deliverir

Environment

Risks, risk management anc
opportunities
The Atlas Copco share

Corporate Governance

Board of Dire

Group Management

Internal control over financial

reporting

THE YEARIN REVIEW — INDUSTRIAL TECHNIQUE

Industrial Technique

The demand for equipment and service increased, and solid order growth was achieved in all regions, supported
by increased demand from automotive and general industry customers. The business area continued to invest in
research and development and further intensified its focus on machine vision solutions.

Market development

The overall demand for equipment and services
increased significantly, supported by increased
levels of customer activity in both the automo-
tive and general industry. In total, the order intake
increased 23% organically.

The service business achieved solid order growth
with increased ordervolumesin all regions.

Ordervolumes foradvanced industrial tools,
assembly-and vision solutions to the automotive
industry increased markedly, supported by cus-
tomers’ increased investments in the production
of electric vehicles, particularly in Asia and North
America. The orderintake also increased in South
America but decreased somewhat in Europe.

The order intake for industrial power tools and
vision solutions to the general industry increased
noticeably, supported by increased demand from
most customer segments. Order growth was
achievedin all regions.

Market presence and organizational
development

The business area continued to investininno-
vation with an added number of employeesin
research and development.

Several new and innovative products were
introduced to the market during the year. The
business area intensified its efforts on data-
driven service to even better support the custom-
ersinimproving quality and uptime. The focus
onincreasing digital market presence continued

through digital marketing activities and further
roll out of an e-commerce platformin new
markets.

The focus onreducing the environmental foot-
print continued with, for example, the invest-
mentsin renewable electricity in three manufac-
turing sites, one in Germany, onein Japan, and
oneinthe United States.

The business area also developed a plan for
how to contribute to the Group’s commitment to
science-based targets.

Investments were made in new machining
equipmentinthe production facility in Tierp,
Sweden, and a new innovation center and factory
forvision systemsin Darmstadt, Germany.

Acquisitions and divestments

The business area made one acquisition and

onedivestmentin 2021:

* The operating assets of the German-based
NATEV GmbH was acquired. The company is
specialized in positioning solutions for assem-
bly tools used in industrial production and has
10 employees and revenues of approximately
MSEK 5.

¢ In December, the CMM (Coordinate Measuring
Machine) business part of Perceptron (acquired
in December 2020) was divested. The divest-
mentwas a result of further focus onin-line
metrology in contrast to off-line applications.
The CMM business has annual revenues of
about MSEK 100.

Ordersreceived, revenues
and operating margin

MSEK %
25000 25

20000

15000

10000

5000

2018 2019 2020 2021

I Orders received, MSEK
Revenues, MSEK
Operating margin, %

Revenues, profits and returns
Revenuesincreased 20% to MSEK 19421 (16 176),
corresponding to a 17% organicincrease. The
operating profitincreased 64% to MSEK 3 976
(2422). Previous year included items affecting
comparability of MSEK-190, related to restructur-
ing costs. The operating margin was 20.5% (15.0,
adjusted 16.1), primarily driven by significantly
higher revenue volumes but negatively affected
by dilutions from acquisitions. Currency had no
impact on the operating margin. Return on capital
employed was 16% (13).

Revenues,
MSEK

2020:16 176

Operating
profit margin

2020:15.0%

Return on capital

19421

20.5%

1

6%

employed
2020: 13%
Orders

Sales bridge received  Revenues
2020, MSEK 16254 16176
Structural change, % +8 +8
Currency, % -5 -5
Organic* % +23 +17
Total, % +26 +20
2021, MSEK 20545 19421

*Volume, price and mix

Atlas Copco 2021 28

NOILDNAOYLNI

0D2d0D SV11V SI SIHL

-
I
m
<
m
>
=
2
x
m
s
m
=

STIVIDNVNH

NOILVINYO4NI ¥3H1O0



Aitlas Copco

THE YEAR IN REVIEW

Business areas

¢ Industrial Technique

Orders received by

customer category
Other, 10% General manu-
facturing, 18%
Service, 6%
Electronics, 4%
Construction, 5%
Process industry, 6% ‘ Automotive, 51%
The market

The global market forindustrial power toolsand
assembly systems with related services has alarge
number of participants with a wide range of prod-
uctsin differentapplications such as assembly of
parts, drilling and material removal. Customers
are found inindustries such as the automotive
industry, off-highway vehicles, the electronics
industry, aerospace, appliances, the energy sector,
and generalindustrial manufacturing. In particu-
lar, the business area has been successful in devel-
oping advanced electricindustrial tools and sys-
tems that assist customers in achieving fastening
according to their specifications and minimizing
errors and interruptionsin production.

With anincreasing demand for electric cars,
battery production, and growing use of lighter
materials, the automotive industry looks to alter-
native assembly solutions. The market demands
new assembly technologies such as dispensing
equipment for adhesives and sealants and self-
pierce riveting equipment and rivets to cater to
these needs.

The market for machine vision becomes increas-
ingly important, driven by growing demand for
automation, quality and productivity in industrial
production. Machine vision solutions are used
in discrete production, such as the automotive
industry, and in continuous processes production
applications, such as metal and paper production,
advanced material manufacturing, and solar
panels.

THE YEARIN REVIEW — INDUSTRIAL TECHNIQUE

Revenues by region

Asia/Oceania, 29% North
America, 31%
Africa/

Middle East, 1% —

Europe, 36%

South
‘ America, 3%

Market trends

e Automationin customers’ production

« Digitalization and demand for connectivity
in production

Increased customer focus on reducing CO,
emissions

Increased demand for electric vehicles
Higher requirements for quality, productiv-
ity, flexibility and ergonomics, and increased
demand forin-line quality control

Increased focus on renewable energy and
storage

Use of light-weight material in transportation-
related industries

Demand drivers

¢ Industrial production

¢ Investmentsin customer segments’ contribu-
tion to transformation to a low-carbon society

* Capital expenditure in the automotive industry

e Changesin manufacturing methodsand
higher requirements, e.g. quality assurance
and flexibility

Vision and strategy

Thevision is to be Firstin Mind—Firstin Choice as
asupplier ofindustrial power tools, joining and
dispensing solutions, machine vision, and related
services. The strategy is to continue to grow the
business profitably by building on technological
leadership and continuously offering products
and services thatimprove customers’ productivity,

Share of revenues

Service, 27% Equipment, 73%

flexibility, quality, energy efficiency, safety, and
ergonomics. Key strategicinitiativesinclude
adjusting the product offerto meetincreased
automation in customers’ production processes,
and providing additional service, know-how and
training.

The business areaisalso increasing its presence
in targeted geographical markets. The presenceis
enhanced by a brand portfolio strategy. The busi-
nessareaisactively looking atacquiring comple-
mentary businesses. Growth should be achieved
inaway thatis economically, environmentally and
socially responsible.

Strategic activities

* Increase market coverage and improve presence
intargeted markets/segments

Develop new innovative products and solutions,
offering increased quality and productivity, and
improved ergonomics

Develop products helping customers to reduce
their environmental impact

Furtherincreased focus on automation and
digitalization, through connected products and
solutions, to support customers’ productivity
and flexibility

Increase share of proactive services and the
share of service on the installed base

Increase operational efficiency

Investin people and competence development
Acquire complementary businesses and
integrate them successfully

Atlas Copco 2021 29

Competition
Industrial Technique's principal competitors are:

Industrial tools business:

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

Adhesive and sealant equipment:
Nordson, Graco, Viscotec, BD Tronicand Durr

Self-pierceriveting:
Stanley Black & Decker, and Bollhoff

Machine vision:
Zeiss, ISV, Coherix, Ametek, and Dr. Schenk

Market position
Aleading market position globally in most of its
operations.
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Aitlas Copco

THE YEAR IN REVIEW

Business areas

¢ Industrial Technique

THE YEARIN REVIEW — INDUSTRIAL TECHNIQUE

Industrial Technique: Products and applications

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

Handheld battery
tool for assembly
applications

Industrial assembly tools and solutions
Advanced assembly tools and systems are
used in the automotive industry and general
industrial production such as aerospace,
off-highway, and electronics. The business
area provides a broad range of pneumatic,
hydraulicand electricassembly tools, control
systems, and associated software for safety-
critical tightening. These systems generally
make it possible for customers to collect,
record, and process assembly data in their
production.

Self-pierce riveting solutions, adhesive
dispensing and flow drill fastening
equipment

Self-pierce rivets, adhesive, and flow-drill
fasteners are primarily used in the automo-
tive industry driven by increased use of light
materialsin car manufacturing. The business
area offers self-pierce riveting tools and riv-
ets, dispensing equipment for adhesives and
sealants, as well as flow-drill fastening
equipment.

Machine vision
solutions

Material removal tools, drills and other
pneumatic products

Pneumatic and electricindustrial grinders,
drillsand percussive tools are used in several
industrial applications, for example in metal
fabrication and aerospace production. The
business area also offers airline infrastruc-
ture for optimization of pneumatictools,
and air motors that are used as drive unitsin
various industries and applications.

Machine vision solutions

Machine vision is a key technology forindus-
trialautomation and digital manufacturing.
The core competence involves the develop-
ment of surfaceinspection systemsand 3D
machine vision products. The combination
of high-performance cameras andillumina-
tion units, specialized software and business
intelligence architecture allows for detailed
analysis of production flows and quality
assuranceinawide range of industries.

Self-pierce
riveting system

Principal product development and
manufacturing units are located in:

Sweden, Germany, Hungary,

United Kingdom, France, China, Japan,
and the United States.

Innovations during 2021

Several new products were intro-
duced during the year, including:

The new Henrob 4mm self-pierce
riveting system, offering car manu-
facturersretained structural joint
strength and consistency in safety-
critical areas despite thinner frames
inthe carbody.

A multi-stereo 3D scanner, the ISRA
X-GAGE3D, providing peerless
measurementaccuracy and fast
image processing for robot guidance
andin-line metrology applicationin
vehicle production.

Adispensing system, Scheugenpflug
DosPLDPL2001/DosP DP2001,
offering high productivity, process
reliability and accuracy in production
of battery systems.

A controller, Power Focus 8, meets
customers’ need for more flexible
production and digitalization at
production lines.

Management

Industrial Technique, January 1, 2022

Business Area President: Henrik EImin

Divisions:

1. Industrial Technique Service President Hakan Andersson

2. Motor Vehicle Industry Tools and Assembly Systems President Lars EkI6f
3. General Industry Tools and Assembly Systems President Carlvon Schantz
4. Chicago Pneumatic Tools President Ivo Maltir

5. Industrial Assembly Solutions President Berthold Peters

6. Machine Vision Solutions President Tomas Lundin
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THE YEARIN REVIEW - POWER TECHNIQUE

Power Technique

The demand for equipment, service and specialty rental solutions increased, and significant order growth was

achieved in most regions. The business area continued to invest in research and development, digital presence,

and the offer for temporary steam solutions was further strengthened through an acquisition.

Market development

The overall demand for equipment, service and
specialty rental solutions increased considerably,
supporting strong order growth in most regions,
particularly North America and Europe. Intotal,
the orderintake increased 33% organically.

Order volumes to the specialty rental busi-
ness increased noticeably, particularly in the sec-
ond half of the year. The orderintake grew in all
regions except Africa/Middle East, where order
volumes remained unchanged. The demand for
service also increased and strong order growth
was achieved in all regions.

The demand for equipmentincreased signifi-
cantly, particularly in the second half of the year,
supported by increased investments by equip-
ment rental companies. Order volumesincreased
for portable compressors and power and flow
equipment, such as generators and pumps.

Market presence and organizational
development

The business area continued to investin innova-
tion and market presence in targeted markets
and segments. Numerous new innovative prod-
ucts were introduced during the year, and the
offer for temporary steam solutions was strength-
ened through the acquisition of Eco Steam and
Heating Solutions.

The digital presence was improved through
several market activities and the launch of a new
e-commerce platform. The ability to supportand
provide service to customers also increased by
more connected products through FleetlLink—a
remote monitoring system for power equipment.

The focus on reducing the environmental foot-
print of the business area’s own operations con-
tinued, with anincreased number of production

Orders received, revenues
and operating margin

units having solar panelsinstalled for their power 25 000 MSEK %

) . 25
supply as one result. The offer of electrical-driven
equipment was also extended, as an example of 20000 20

how customers are supported in meeting their
sustainability ambitions.
During the year, the business area also devel- 10000
oped a plan for how to contribute to the Group's
commitment to science-based targets. 5000
To better support customersin need of tempo- o
rary power equipment and service, investments 2018 2019 2020 2021
were made in a new rental depotin Varennes,
Canada.

15000

Bl Orders received, MSEK
Revenues, MSEK
Operating margin, %

Acquisitions

The business area completed one acquisitionin

2021:

¢ EcoSteam and Heating Solutions, a specialty

steam rental company based in the Netherlands,
with 23 employees and revenues of MSEK 198.

Revenues, profits and returns
Revenuesincreased 9% to MSEK 13234 (12 106),
corresponding to a 13% organicincrease. The
operating profitincreased 33% to MSEK 2 121
(1594). Previous year included items affecting
comparability of MSEK 50 related to restruc-
turing costs. The operating margin increased to
16.0% (13.2, adjusted 13.6), driven by increased
organicrevenue volumes. Currency and acqui-
sitions had no effect on the operating margin.
Return on capital employed was 27% (18).

Revenues,
MSEK

2020:12106

Operating
profit margin

2020:13.2%

Return on capital

13234

16.0%

27%

employed
2020: 18%
Orders

Sales bridge received  Revenues
2020, MSEK 11810 12106
Structural change, % +1 +1
Currency, % -6 -5
Organic* % +33 +13
Total, % +28 +9
2021, MSEK 15155 13234

*Volume, price and mix
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Aitlas Copco

THE YEAR IN REVIEW

Business areas

¢ Power Technique

THE YEAR IN REVIEW - POWER TECHNIQUE

Orders received by

customer category
Other, 16% General manu-
Service, 7% | facturing, 21%

Process
Construction, 42% industry, 14%

The market

The market for air, power and flow solutions
includes alarge number of participants offering
awide productrange for different applications.
The Power Technique business area focuses on
aselected number of applications.

Multiple segments are served by the business
area’s offering. General and civil engineering con-
tractors, often involved in infrastructure projects,
demand light construction tools. Mobile compres-
sors, generators, energy storage systems, light
towers, and pumps provide reliable power for
tools and applications in the construction
sector and for numerous industrial applications.
Contractors and rental companies are important
customers for service, including spare parts,
maintenance contracts and repairs.

Market trends

e Higherrequirements regarding productivity,
flexibility and ergonomics

e Increased customerfocus on reducing
CO, emissions

e Increased customer focus on safety

e Equipment connectivity

e Increased demand for service support/contracts

Revenues by region

Asia/Oceania, 21% North

America, 27%
Africa/
Middle East, 8% T

Europe, 36%

South
America, 8%

Demand drivers

e Infrastructure growth

¢ Investmentin products that contribute to the
transformation to a low carbon society

e Industrial production

e Emergency relief efforts

¢ Engineregulations

Vision and strategy

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

The strategy is to grow by developing Atlas
Copco's market position and presence as a global
supplier within portable compressors, pumps,
generators and light towers, along with arange of
complementary, market specific, niche products,
such as high-pressure boosters. The strategy also
includes further development of specialty-rental
services and of the service business; increasing
revenues by offering more services to more cus-
tomers. Growth should be achieved in a way that
iseconomically, environmentally and socially
responsible.

Share of revenues

Service, 11% Equipment, 57%

Service (Specialty
Rental), 32%

Strategic activities

¢ Increase market coverage and improve
presence in targeted markets/segments
Capture sales and service synergies
Develop new sustainable products and
solutions offering enhanced productivity,
safety and reduced environmental impact
Investin design, developmentand production
capacity in growth markets

Develop more competitive offerings with
different value propositions

Perform more service on a higher share of
theinstalled base of machines

Develop the service business

Increase operational efficiency

Investin employees and competence
development

Acquire complementary businesses and
integrate them successfully

Competition

Power Technique's principal competitorsinclude
Doosan, Generac, Kaeser, and Sullair. In addition,
there are alarge number of competitors operat-
ing locally or regionally.

Market position
Aleading or strong market position globally
in most of its operations.
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Aitlas Copco

THE YEAR IN REVIEW

Business areas

¢ Power Technique

THE YEARIN REVIEW - POWER TECHNIQUE

Power Technique: Products and applications

The Power Technique business area offers a range of products across

multiple industries including, civil engineering, demolition, manufacturing

and exploration drilling.

Portable medium-pressure compressor

Portable compressors

Portable oil-injected compressors are pri-
marily used in construction applications
where compressed airis used as a power
source for equipment, such as pneumatic
breakersand rock drills. Portable oil-free
compressors are rented by customers to
meet atemporary need for oil-free air,
primarily in industrial applications. Electric
portable air compressors generate less noise
compared to compressors with combustion
engines, and are ideal forlow noise and
emission zones orindoor applications.

Boosters

When extra high pressure is needed, boost-
ersare used to boost the air fed by portable
compressors. This high-pressure air is mainly
used inthe drillingindustry orin oiland gas
applications.

Generators

Portable generators fulfillatemporary need
forelectricity, primarily in construction
applications. Other common applications
are power supply for events, emergency
power and power in remote locations.

Generator

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

Pumps
Portable diesel-driven pumps and sub-

mersible electric pumps, primarily for water.

Construction and demolition tools
Hydraulic, pneumatic and gasoline-
powered breakers, cutters and drills used
in construction, demolition and mining
businesses.

Handheld breaker

Principal product development and
manufacturing units are located in:
Belgium, Spain, the United States,
Chinaand India.

Innovations during 2021

Several new products were intro-
duced during the year, including:

Anew TwinPower® generator with
reduced fuel consumption by up to
40% and nitrogen oxide (NOx) emis-
sions reduced by up to 80% compared
to other models.

Anenergy storage system, the
ZenergiZe range, that can be used
combined with generators or renew-
ablesto make hybrid power solutions
and to create microgrids for several
applications.

Anew range of portable compressors,
the XAS 500 and LUY15, suitable for
harsh working conditions, offers
reduced fuel consumption compared
to previous models.

Anew portable compressor, the XAS
400 PACE. With built-in pressure
adjustments, a patented compressor
elementand ECO mode, this compres-
sor offers high efficiency and low fuel
consumption,and canbeusedina
wide range of applications.

Management

Power Technique, January 1,2022

Business Area President: Andrew Walker

Divisions:

1. Power Technique Service President Stefaan Vertriest
2. Specialty Rental President Tim Last

3. Portable Air President Bert Derom

4.Power and Flow President Mikael Andersson
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THE YEAR IN REVIEW
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THE YEARIN REVIEW — SUSTAINABILITY

A sustainable approach to delivering lasting value

At Atlas Copco, we are committed to being part of the solution for a better tomorrow.
By integrating sustainability into everything we do and by acting in an ethical way in all
operations and markets, we bring value to our customers and society as a whole.

Sustainability is at the core of Atlas Copco's busi-
ness. To deliver lasting value for our customers and
other key stakeholders, we focus our work in five
areas for sustainability: products and service,
people, safety and well-being, ethics, and the
environment. Working systematically with these
areas helps us reach our mission of achieving
sustainable, profitable growth while at the same
time reducing risks to our company.

Through our operations, values and processes,
we also contribute to the UN Sustainable Develop-
ment Goals and its targets, see pages 36-46.

Enabling the transformation

Climate changeis at the top of both our own and
our customers’ sustainability agendas. Our drive
toinnovate with a lifecycle perspective supports
the development of highly energy-efficient prod-
ucts with alow climate impact. Many of our tech-
nologies and solutions are also used in indus-
tries and applications that are at the center of the
transformation to a low-carbon society.

Sharpening our targets

We focus our efforts to the areas where we have
the biggestimpact and where we deliver value for
our stakeholders. Through the materiality analysis
conductedin 2021, we concluded that the climate,
and related topics such as a lifecycle approach

to product development and carbon impact, is
gaining increased attention from stakeholders.
Diversity and inclusion as well as talent develop-
ment are also areas where they would like to see
us focus our resources and efforts. Based on the
materiality analysis we have revised the sustain-
ability targets against which we will measure

our progress from 2022 onwards. These include
science-based targets to reduce our greenhouse
gas emissions, throughout the value-chain, in line
with the Paris Agreement. Read more on pages 7
and 35andin the following sections.

Focus areas Products and service, page 36

People, page 39 Safety and well-being, page 41

|
\ 7
/@\

e
\4

Ethics, page 42
[ ]

> Il

The environment, page 44

(a3

Material issues

- Product eco-efficiency
- Life-cycle perspective
- Product carbon impact

- Product quality and safety

- Employee satisfaction and engagement

— Diversity and non-discrimination

- Occupational health, safety and
well-being

—Business ethics and integrity
—Human rights
—Transparency and accountability

—Responsible supply chain

- Climate change

— Energy use and efficiency
—Waste

- Water use
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THE YEARIN REVIEW — SUSTAINABILITY

Raising our climate ambition

To contribute to a more sustainable future, Atlas Copco has committed to science-based
targets for the reduction of greenhouse gas emissions in the entire value chain.

The world urgently needs low-carbon solutions, and Atlas Copco’s
innovations are part of enabling the transformation. Our technolo-
giesare critical in existing low-carbon technologies like electric vehi-
clesandsolar power, and they are also part of emerging technolo-
gies forenergy production, energy storage, smart manufacturing
processes, transportation, and more.

Asaleading and global supplier, Atlas Copco can also make a pos-
itive impact through our operations, transportation, and product
design. Infact, more than 90% of all the greenhouse gas emissions
that we generate come from when the products are in use.

Committing to science-based targets

To ensure that we fulfill our climate ambitions, in 2021 Atlas Copco
settwo science-based targets to reduce our greenhouse gas emis-
sionsin line with the Paris Agreement. This means that Atlas Copco

CO, impactin the value chain

More than 90% of the greenhouse gas
emissionsin ourvalue chain are generated
when the products are used. Less than 1%
of emissions come from Atlas Copco’s own
operations, and less than 5% originate from
components, transport etc.

Scope 2
Indirect

-\:’x
Purchased goods

and services @
Purchased
w electricity, steam,
heating and cooling

Capital for own use
goods

Source: GHG-protocol

Upstream activities including suppliers

Scope 3
Indirect

has committed to take action in line with the Paris Agreement goal
of keeping the global temperature rise to well below 2°C, and pref-
erably not higher than 1.5°C. The science-based targets are set for
the entire value chain, including the use of products. They are set for
absolute reductions, and notin relation to cost of sales.

Target 1: Emissions from purchased energy and our own
operations

The first target concerns emissions from Atlas Copco’s own opera-
tions and the energy we purchase (scope 1and 2). Here our targetis
to reduce our greenhouse emissions in line with the Paris Agreement
to limit the global temperature rise to maximum 1.5 °C. To do this, we
have a target of reducing emissions generated in these parts of the
value chain by 46% by 2030. Read more about how we work with
lowering the emissions from our own operations on pages 44-45.

Scope 1
Direct

_—D
Transportation

and
distribution

Target 2: Upstream and downstream activities

Oursecond target concerns emissions generated outside of Atlas
Copco'sown operations, in up-and downstream activities (scope 3).
Here we will reduce greenhouse gas emissions in line with the Paris
Agreement to keep global temperature rise at well below 2 °C. To
achieve this, we have set a target to reduce our indirect upstream
and downstream emissions by 28% by 2030. Read more about how
we work with lowering the emissions from our products on pages
36-38.

Atlas Copco’s science-based targets are valid from 2022, and are set
for 2030 with 2019 as the base year. The targets have been validated
by the Science Based Targets initiative.

Scope 3
Indirect

The Science Based Targets initiative (SBTi)
provides companies with a clear path and
methods for setting targets for reducing their
greenhouse gas emissions in line with the
Paris Agreement. They also define and pro-
mote best practices in emissions reductions
and net-zero targets in line with the latest
climate science. The SBTi is a partnership
between CDP, the United Nations Global
Compact, World

Resources Insti-

tute (WRI) and

the World Wide

Fund for Nature

Downstream activities including products in use (WWF).

Value chain CO, .
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Aitlas Copco

THE YEAR IN REVIEW

* Sustainable approach
to delivering value

THE YEAR IN REVIEW — SUSTAINABILITY: PRODUCTS AND SERVICE

Innovating for a better tomorrow

At Atlas Copco, we always innovate with a clear purpose and in response to real challenges. Developing highly
efficient and sustainable products that meet the needs of our customers, the society and the planet is the biggest

contribution we can make to a sustainable future.

Products and service Key performance indicators Target 2021
| Vision: Projects for new or redesigned products with goals
N\ 4 Our products create for reduced environmental impact by 2021 100% 98%
- — lasting value and make
w ing vaiu Projects for new or redesigned products that will achieve significantly
Ve N apositive impact ) ; : ) L )
= . reduced environmental impact, i.e. 5% or lower carbon footprint over Divisions set their
Action: the product’s life cycle. own targets 43%

We take a life-cycle
approach to innovation

Atlas Copcois aleaderin developing innovative technologies and
we continuously launch products, solutions and services that set
new industry standards. We always innovate with a clear purpose
in mind, in areas where we believe we can make a difference to our
customers, the environment and to society as a whole.

Our products are developed to contribute to our customers’ sus-
tainability ambitions by optimizing their productivity, energy effi-
ciency, ergonomics and safety. Our technologies and products are
also foundin several industries that are key in the transformation to
alow-carbon society. We develop leading technologies to custom-
ersin segments such as battery manufacturing, hydrogen, wind
power and solar energy, and are well positioned to be a partin
enabling this transformation.

Atlas Copco contributes to the following
Sustainable Development Goals:

9.4 Sustainable industries, with resource-use
efficiency and clean and environmentally
sound technologies and processes

12.2 Sustainable management and use of natural
resources

12.3 Responsible management of chemicals and
waste

12.5 Reduce waste generation

13.2 Integrate climate change measures into
policies, strategies and planning

Majority of emissions come from products in use
More than 90% of the CO, emissions from Atlas Copco’s value chain
are generated when the customers use our products. This is where we
can make our biggestimpact and we therefore focus on developing
products and solutions that are more energy efficient than their pre-
decessors and with alower carbon footprint over their entire lifecycle.
In 2021, we raised our ambitions further by committing to reduc-
ing our greenhouse gas emissionsin line with the goals of the Paris
Agreement. As part of this commitment we will reduce our indirect
emissions (scope 3), including the emissions when our products are
inuse, inline with keeping the average global temperature rise well
below 2-degrees. The new targets will be implemented and mea-
sure our progress from 2022 onwards. Read more on page 35.

Designing with a lifecycle perspective

Atlas Copco takes a lifecycle approach to innovation. In 2020, we
adopted a Group-standard for how to measure a product’s carbon
footprint throughoutits lifecycle in the design phase. The Product
Carbon Foot Printing tool assesses the carbon impact of different
aspects of the product lifecycle, from choice of materials, to product
use, as well as fromits recycling and disposal.

All projects for new or redesigned products must set targets
forreduced carbon impact. Our divisions set their own targets for
the percentage of projects that are to achieve a significant carbon
impact reduction. This is defined as a 5% or lower carbon footprint
overthe product’s life cycle, compared to the most comparable Atlas
Copco product.

Reducing our customers’ footprint

Our customers request equipment, solutions and service that
increase productivity and lower their carbon footprint. Energy effi-
ciencyis atthe core of the innovations in many of Atlas Copco’s prod-
ucts and even higher gains are possible through the support we pro-
vide on how to use our products and through our service offer. As
most of our products use electricity, the impact from the use-phase of
our products, and consequently their value-chain footprint, is affected
by the availability of renewable energy in national energy mixes.

One of Atlas Copco’s most well-known and groundbreaking inno-
vations is the VSD (variable speed drive) technology in compressors.
Thisis an example of aninnovative technology helping customers
optimize their energy efficiency, reducing CO, emissions as well as
costs. The VSD-technology is also available in generators and pumps,
aswell asin stationary and portable compressors.

Atlas Copco’s abatement systems that remove highly potent
greenhouse gasesis another technology with positive environmen-
tal effectsinindustrial processes. In 2021, Atlas Copco's installed
base of abatement products removed around 19 million tonnes of
CO,e emissions at customers’ facilities. Our partnerships in recycling
technologies for customers’ process gases can further reduce their
carbon footprint.

Increasing uptime and productivity
Increased connectivity and big data help transform the efficiency
of many industrial processes. We support our customers in optimiz-
ing their production performance by monitoring and collecting real-
time data from the equipment to minimize downtime, predict main-
tenance needs and suggest energy-saving measures.

One exampleis the SmartLink data-monitoring system for com-
pressors. A growing number of compressors are connected globally,
enabling continuous status monitoring and predictive maintenance.
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Aitlas Copco

THE YEAR IN REVIEW

* Sustainable approach
to delivering value

THE YEAR IN REVIEW — SUSTAINABILITY: PRODUCTS AND SERVICE

Innovating for a better tomorrow, continued

Enabling the transition to renewable energy

Upscaling the access to renewable energy will be key in reaching a
low-carbon future and the demand isincreasing. Many of the tech-
nologiesin this sector are closely related to Atlas Copco’s products
and solutionsin vacuum technology, compressor technology, power
storage and supply, and industrial production and inspection.

Vacuum and abatement solutions, for example, are essential parts
in the manufacturing of solar panels. Vacuum pumps are needed in
the production of the silicon wafers and photovoltaic cells that cap-
ture the sunlightand convertitinto energy. The surface of the panels
must also be flawless in order to efficiently capture the energy. Atlas
Copco develops optical inspection systems for complete control of
the panels, which helpsimprove their efficiency and throughput.

In wind energy, Atlas Copco’s industrial tools, such as grinders,
wrenches and tensioners, are used in building the turbines, and our
generators are used to start them up.

Recovering and storing energy generated by renewable sources
is one of the main challenges, and Atlas Copco has the technology
and expertise to take a leading position in this area. Read more
about how Atlas Copco has developed a solution addressing this
challengein the case below. Another exampleis the ZenergizZe
battery-powered energy storage system that can be combined with
renewable sources of energy forimmediate or later use. It captures

the energy and stores it for delivery atany given time. Its intelligent
control system then manages the energy offerand demand to
increase the efficiency of hybrid power solutions.

Our service supports circularity and optimizes customers’
investments

Through a strong service offering we ensure that our customers get
the most out of each investment. Our service divisions ensure the
repair and reuse of used products, which extends their useful life and
minimizes waste. They also provide supporton how to optimally use
the products, which enables energy-efficiency gains. The iXM Hybrid
upgrade service product is an example of an offering where cus-
tomers can return their current pump to their local Atlas Copco ser-
vice technology center, where the pumps are converted to use a low
power mechanism, thus reducing its CO,emissions, read more in the
casetotheright.

Many of Atlas Copco’s products are also designed so they can be
returned, refurbished and resold. This contributes to increased circu-
larity and such used equipment meet the same high standards as
when they were new in terms of quality, performance and energy
efficiency. Furthermore, some Atlas Copco units accept contami-
nated products, which otherwise would be disposed of as hazard-
ous waste, and return them to full operation.

Supporting the
energy transition

Storing electric energy is a challenge in the green transi-
tion. Non-dispatchable renewables such as wind and
solar PV are a poor fit to the load on the grid. It works for
low-to-medium penetration with renewables, but notin
a full-blown green transition.

Collaborations between industries is critical in the
effort to find new and innovative solutions to curb climate
change. Together with a company specialized in storage
technologies with a high impact on climate change, Atlas
Copco has developed a solution to collecting and storing
excess renewable energy. The solution combines our
customer’s expertise in storing technologies with Atlas
Copco’s technologies in turbomachinery compressing
and expanding the working gas.

The energy is stored as heat and cold in crushed rock,

encapsulated in insulated tanks. Charging and discharg-
ing is carried out by circulating pure compressed air
through the crushed rock reservoirs, transferring heat
between rocks and air. The Atlas Copco turbomachinery
represents the centerpiece of this system, as it is efficient-
ly converting the excess electricity into thermally stored
energy and finally back into electricity, thus being the
most important part of the thermal battery.

This thermal energy storage solution has an assumed
55% of roundtrip efficiency. Calculating with a com-
plete charge/discharge cycle every three days of the first
demonstration plant, the developed solution could save
up to 7 500 metric tons of CO, over its lifetime, which
equals greenhouse gas emissions from around 1 600
passenger cars driven for one year in the US.

Power-efficient pumping
technology used in
semiconductor application

The iXH semiconductor dry pump range is the lead-
ing pumping technology used in the semiconductor
industry over the last 8 years. The iXM range is the
latest dry pump technology offering lower power
products with improved capability to handle a wider
portfolio of applications than any previous low
power design from Atlas Copco.

Combining applications knowledge of semicon-
ductor processes, with technical product knowl-
edge has enabled the development of the iXM
Hybrid service upgrade product. The solution offers
pumps currently in the market to be returned to
Atlas Copco's local service technology center.
Through a fully engineered upgrade the iXH1210
dry pump is converted to utilize the iXM low power
mechanism, whilst retaining all other elements of
the iXH system.

The iXM Hybrid product provides a 25% power
saving over the original iXH product. Utilizing the
existing pump system allows for upgraded products
to be re-installed directly with no change to custom-
er connections or settings.

The iXM Hybrid product is currently deployed
ata world leading semiconductor customer. This
project delivered around 700 metric tons reduction
in CO, emissions over first 20 months, correspond-
ing to the greenhouse gas emissions from 160 pas-
senger cars being driven in the US for one year. The
above project
could deliver a
total annual sav-
ings of around
13 000 metric
tons of CO, emis-
sions following
the completion
of the full five-
year program.
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THE YEAR IN REVIEW — SUSTAINABILITY: PRODUCTS AND SERVICE

Innovating for a better tomorrow, continued

J ¥ n 2021 the Atlas Copco Group
had 6 600 patents, linked to
around 2 400 inventions.

HEX@ - a new evolution in vacuum pump control
Avacuum service technician explaining the functionalities of

the HEX@ Controller to a customer. This is the next generation

in vacuum control, with possibilities of remote controlling the
systemvia PC, mobile phone or tablet.

New battery tool drives
smarter assembly

The global assembly industry is transforming, becoming digi-
tal and more flexible, while achieving better ergonomics and
reducing carbon footprint. The Tensor ITB-A has been devel-
oped to meet the shifting market demands and drive smart-
erassembly.

The Tensor ITB-A is a range of handheld, cordless tools,
which share an integrated controller platform which manages
the tool and real time integration to a production system.
With the Tensor ITB-A, Atlas Copco is developing the assembly
process by increasing the production flexibility and reducing
the need for hardware and equipment in the factories,
as well as reducing power consumption. By substitut-
ing the traditional setup of one battery tool and
one physical controller box with the Tensor
ITB-A, the lifecycle carbon impact can be re-
duced by 75 percent per year. Firstly, the setup
with an integrated controller eliminates the
environmental impact in the supply chain from
producing and transporting physical controllers.

Secondly, Tensor ITB-A consumes less power
while in use, reducing both carbon footprint
and cost for customers.

By replacing traditional systems, a tool and a
separate controller, with the new Tensor ITB-A,
savings can amount to around 650 metric tons
of CO, emissions per year. This is based on an esti-
mation of replacement of traditional systems
the coming two years and the equivalent of 140
passenger cars driven for one year in the US.

Portable electric compressor
used in tough customer
applications like mining

Building on Atlas Copco in-house developed technology, the new
E-AIR V1100VSD portable compressor uses electricity instead of
diesel to deliver compressed air for our customers. The efficient
drivetrain has more power density than a comparable power
diesel engine enabling similar airflow in a smaller and lighter com-
pressor. Noise levels are lower, and varying air demand can be met
by the minimally required energy over a wider range of airflows.
Moreover, the required pressure can be exactly matched without
any sacrifices in efficiency.

The E-AIRV1100VSD is versatile since the amperage and sock-
ets available on the customer’s site can be easily implemented.

In addition to substantially reduced operating costs, the highly
efficient electricity usage also reduces emissions compared to
the diesel-driven unit.

Equivalent energy saved from swapping a diesel-driven com-
pressor to the E-AIR V1100 VSD is calculated at up to 22 percent.
By replacing diesel-driven units in the same airflow category,
based on the E-AIR V1100VSD orders between October 2020 and
October 2021, customers could reduce CO, emissions by approx-
imately 300 metric tons per year, corresponding to greenhouse
gas emissions of 65 passenger cars driven for one year in the US.
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Aitlas Copco

THE YEAR IN REVIEW

* Sustainable approach
to delivering value

THE YEARIN REVIEW — SUSTAINABILITY: PEOPLE

Enabling development and lifelong learning

Atlas Copco’s ambition is to be the most attractive employer in our industry. To reach this position, we nurture and grow our
culture and enable the full potential of our people so they can deliver world-class solutions to our customers every day.

People Key performance indicators Target 2021 2020 2019 Comment
. Degree to which employees agree The employee
o, @ Vision: Our clulture there is opportunity to learn and grow | Above survey is
of collaboration and in the company * benchmark (71) 73 = 71 conducted
o ‘ inclusion drives our - every two years.
success Degree to which employees agree
. . there is a work culture of respect, Above
Action: We help each ) N
) fairness and openness benchmark (75) 76 - 74
other grow and thrive
Share of female employees at year
end 2030, % 30% 20.9 20.0 19.8

*Scores based on scale 0-100 where 0 is “strongly disagree” and 100 is “strongly agree”.

Asaworld-leading provider of innovative productivity solutions,

Atlas Copco dependson all our talented and committed employees.

One of our focus areas is to attract, develop and retain passionate
people, to be Firstin Mind—Firstin Choice as an employer and
to achieve long-term business success.

Aligning people success with business success

Atlas Copco has developed a talent framework based on a common
set of competencies that have been identified as the most critical to
our business success and are relevant to all employees.

The framework breaks down the five key competencies into
behaviors that strengthen Atlas Copco’s ability to drive real change
inemployee performance. It emphasizes our belief that every
employee has a critical role in driving the Group's success.

Atlas Copco contributes to the following §
Sustainable Development Goals: —_
5.1 End discrimination against women and girls @
5.5 Ensure women'’s full participation and equal

opportunities for leadership and decision

making

8.8 Protect labour rights and promote safe and
secure working environments

Developing passionate people

Atlas Copco has a strong culture of growing talent by encouraging
employees to take accountability for their own development. We
encourage curiosity and enable learning through continuous feed-
back and coaching. We also have the ambition to learn from each
other each day at work, and create personalized and interactive
learning opportunities to drive upskilling for business and personal
success.

In 2021, Atlas Copco implemented a new process for performance
and developmentdialogues. The purpose is to increase the number
and quality of dialogues and hold leaders accountable for growing
people through ongoing feedback and coaching. The talent frame-
work competencies are fully integrated in the process.

Atlas Copco’s learning management systemis another key ingre-
dientof our learning culture. Through the system, they gain easy
access to an extensive library of digital and classroom courses and
programs, relevant across the business, or targeted to a specific
subject, function orrole.

Developing future-proof leaders
Developing future-proof leadersis another pillar of Atlas Copco’s
people philosophy. We strive to develop leaders who coach and
develop teams and individuals to reach their full potential through
inclusion, collaboration, and trust.

In Atlas Copco, leadership is defined as the ability to create lasting
results. Our leadership portfolio offers personalized learning through

amodularset-up. Each module focuses on a specific skill mapped
against the talent framework competencies. In 2021, new modules
were added to the portfolio and, in response to the pandemic, trans-
formed into virtual trainings.

Attracting talent

We believe thatinclusion is a critical driver for long-term success.

To ensure a strong and diverse pipeline, Atlas Copco seeks to pro-
actively attract talent from the entire talent pool. Targeted employer
branding activities and competence-based recruitment safeguard
cultural fitand diversity. Thisincludes structured interview guides
with a focus on behaviors.

The biggest gap in the area of diversity is within gender balance,
and we address this through our goal of 30% womenin the Group
by 2030.1n 2021, progress was made towards better gender balance
with 20.9% (20.0) women in the workforce by year end.
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Aitlas Copco

THE YEAR IN REVIEW

* Sustainable approach
to delivering value

THE YEARIN REVIEW — SUSTAINABILITY: PEOPLE

Enabling development and lifelong learning, continued

Diversity and inclusion drives business success

We strongly believe that diversity and inclusion promote innovation,
strengthen employee engagement and lead to better decision mak-
ing. We take pride in enabling a sense of belonging for all colleagues
where they can align theirindividual purpose with the organiza-
tional purpose, bringing their true selves to work every day.

The Diversity and Inclusion Council, chaired by Presidentand CEO
Mats Rahmstrom, includes representatives from all business areas
and meets regularly to follow up on action plans and results in the
operations. The work is mainly driven by business area task forces
and ambassadors in each operational entity. Diversity and inclu-
siontrainings available to allemployees improve their understand-
ing of how our biases are relevant and come into play in our day-to-
dayinteractions.

Developing our corporate culture

Our cultureis characterized by a commitment to people, customers,
products, and innovation. We believe that there is always a better
way of doing things and advocate freedom with accountability. Sev-
eral activities are carried out to supportand develop our corporate
culture, such as recurring workshops foremployees on company
values, strategy, and guidelines.

To measure the strength of our culture over time, Atlas Copco
runs a global employee survey every two years. This brings import-
antinsightsin four areas: employee engagement, Group culture,
safety and leadership. The overall results of 2021 year's survey are
above the global benchmark and show that our colleagues are more
engaged now than two years ago. The scoresimproved on 27 out
of 29 questions and none of the scores decreased. The high lev-
elsof engagementare reflected in nearly 40 000 comments, with
35% of employees leaving at least one comment. The response rate
was 92%. The results are followed up in mandatory workshops held
by each manager, where concrete actions are shaped to further
strengthen the company culture.

Growing people through
ongoing feedback

Atlas Copco's employees should feel recognized for their efforts, and
the best way to accomplish this is through ongoing feedback and
coaching. This conviction motivated the implementation of a new
process for performance and development dialogues during the
year. The new practice focuses on how to enable development and
drive growth, and how to tap into each employee’s full potential.

As previously, the process includes setting performance and
development goals at the start of each year and a follow-up eval-
uation from managers at year end. But there is a stronger focus on
measuring the behaviors that drive success, besides the result itself.
To provide timely and constructive feedback, managers are also
encouraged to have continuous 1:1 check-ins or discussions with
employees throughout the year.

Another feature is encouraging peer-to-peer feedback, which
requires both practice and a change of mindset. To support this,
learning material is provided, including workshop material for man-
agers to facilitate a good discussion with their teams on the topic
of feedback, what it is and why it matters. The ambition is for each
team to have a plan for developing a feedback culture.

Reinforcing our learning
culture

In 2021, Atlas Copco rolled out the “NeverStopLearningWeek”,

an initiative designed to inspire employees to future-proof their
skills and capabilities. The week included lunch & learn sessions,
team learning activities, global webinars, online courses and much
more. Each day of the week was dedicated to a specific theme.
The activity resulted in an overall increase in self-requested learn-
ing and feedback was positive. The “NeverStopLearningWeek”
will be a yearly activity going forward.
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Aitlas Copco

THE YEAR IN REVIEW

* Sustainable approach
to delivering value

THE YEARIN REVIEW — SUSTAINABILITY: SAFETY AND WELL-BEING

Committed to safety and well-being

We are committed to ensuring that our employees and others affected by our operations work in a way that
contributes to their safety and well-being. Transparent reporting is encouraged and helps build awareness of

risks and safe behavior preventing injuries in the workforce.

Safety and well-being Key performance indicators Target 2021 2020 2019 Comment
A balanced safety pyramid Yes Yes Yes Yes
. Vision: The way we work
contributes to our safety Degree to which employees The employ-

agree that the company takes
a genuine interest in their
well-being*

| o] and well-being

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

ment engage-
ment survey
Continuous is conducted
increase 73 - 69 | everytwo years.

*Scores based on scale 0-100 where 0 is “strongly disagree” and 100 is “strongly agree”.

Safety and well-beingis a core priority at Atlas Copco. We pursue
this by engaging everyonein eliminating hazards, reducing occu-
pational health and safety risks and in promoting the immediate

reporting of near-misses, incidents and risk observations.

Robust safety standards in place
We are committed to providing a safe and healthy working environ-
ment for all our employeesin all operations. The global SHEQ policy
(safety, health, environment and quality) ensures that there are
robust standards for safety and well-being in the workplace. We
seek to reinforce a culture and behaviors that contribute to the
safety and well-being of our people and others affected by our oper-
ations, including contractors. Thisincludes risk assessment and
safety procedures, good environment within and around the work-
place, appropriate follow-up procedures, transparent reporting and
training. The Group's Safety, Health, Environment and Quality coun-
cil oversees the work and supports the organization with the devel-
opment of policies, processes and best practice sharing.

Since Atlas Copcois highly decentralized, there may be regional
and local policies and practices that complement Group processes.

Atlas Copco contributes to the following
Sustainable Development Goal:

8.8 Protect labour rights and promote safe and
secure working environments

FJ ¥ We are committed to providing a safe
and healthy working environment for
all our employees in all operations.

Alldivisions set targets and make action plans to enhance awareness
and improve behaviors, policies and processes. Group companies
must have an Atlas Copco verified Safety, Health, Environment and
Quality management system which is documented, implemented
and maintained on an ongoing basis. Read more on pages 133-134.
Annual Safety Days have been arranged in the Group since 2014.

Measuring progress

Progressis measured by continuous safety reporting and follow-up,
and in the employee engagement survey every two years. The tar-
getisthatanincreasing part of employees should agree that Atlas
Copco takes a genuine interest in their well-being. The results from
the 2021 employment engagement survey confirm this.

To further strengthen the safety work Atlas Copco measures prog-
ress by using a safety pyramid. The target is that the pyramid should
be balanced. This means that more risk observations and near-
misses than minor injuries are reported, and more minor injuries than
recordableinjuries. The approach supports transparent reporting,
risk awareness and encourages safe behavior to decrease risks and
ultimately prevent workforce injuries. In 2021, the result was in line
with this target. Read more on page 134.

Covid-19 — adapting to local needs and conditions

Covid-19 has exposed the whole organization to a new reality with
increased focus on safety and well-being. Being a decentralized
organization has made it easier for Atlas Copco to adapt to local con-
ditions and handling situations in an efficient and flexible manner.

Among several activities during the year, the Group offered sup-
port and toolkits to managers and to employees on topics such as
virtual leadership, maintaining emotional well-being, and building
resilience in times of uncertainty and change.

To stimulate an open dialogue about the challenges during the
pandemic and understand the needs of the teams, managers have
received feedback through short pulse surveys.

Well-being framework enables a great workplace

Akey ingredient to Atlas Copco’s business success is to support and
protect our employees’ mental health and well-being. This enables
employees to cope with the stresses of life, work more productively,
and to make the contribution they want at work and at home.

In addition to the learnings from Covid 19, this sparked the
Vacuum Technique business area to create a new well-being frame-
work. The framework puts focus on four areas; sense of purpose,
social connections, physical health and mental well-being. It aligns
the business area’s well-being activities by providing a consistent
language and each dimension is explained in terms of its key ele-
ments, drivers, and threats.

Sustainability ergonomics program awarded

Atlas Copco’s Safety and Health Award 2021 was awarded to
Product Company Zaragoza, Power and Flow Division, Spain, for
their Sustainable Ergonomics program, an innovative and science-
based approach to improving ergonomics in the workplace.

The program started in 2019 by a group of volunteers at the
company and is designed to improve ergonomic work conditions
and create awareness on how to prevent musculoskeletal disorders.
A physiotherapist and an ergonomist provided all workers with per-
sonalized recommendations on how to improve their health at work
and in their private life. They were also taught stretch and warm-up
exercises. The factory received a report with suggestions on how to
improve the work environment from an ergonomic perspective.
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Aitlas Copco

THE YEAR IN REVIEW

* Sustainable approach
to delivering value

THE YEARIN REVIEW - SUSTAINABILITY: ETHICS

Acting with integrity throughout the value chain

How we conduct ourselves globally is more than just a matter of upholding regulations, policy and law. It is a reflection
of our core values. We have an unwavering commitment to the highest ethical behavior, including zero tolerance

for human rights abuse, bribery and corruption.

Ethics ° Key performance indicators Target 2021 2020 2019
e Employees sign the Business Code of Practice, % 100 98 99 98
Q —t—
:_@E Employees trained in the Business Code of Practice, % 100 97 99 94
‘ Managers in risk countries lead trainings in the

Business Code of Practice, % 100 96 99 91

Vision:
W are knswn for aidkfiel Significant suppliers sign the Business Code of Practice, % 100 93 93 90
behavior, openness and respect Significant distributors sign the Business Code of Practice, % 100 87 84 59

Action: We act with honesty
and integrity

Atlas Copco aims to earn the trust of everyone impacted by our oper-
ations, demonstrating our commitment to ethical behavior and
human rights through our words and actions. We expect the same
high standards of our business partners and work continuously with
ourvalue chainto reduce risks and achieve positive results.

Our ability to ensure that the highest ethical standards are applied
dependsonthe values and behavior of our people and business
partners. Significant weight is therefore put on communication,
training and monitoring to ensure the awareness and adherence to
ourvaluesand principles.

Training for employees worldwide
We assess the potential risks for breaches of the Business Code of
Practice and train our employeesinits practical implementation.

Atlas Copco’s contribution to the
Sustainable Development Goals:

8.7  Eradicate forced labour, modern slavery
and human trafficking

8.8  Protectlabour rights and promote safe
and secure working environments for
all workers

16.5 Substantially reduce corruption and bribery

This process reinforces Atlas Copco’s high expectations on how we
behaveinrelation to each other, our customers, and all stakeholders
in the communities we serve.

Allemployees, including the additional workforce, are required
to annually participate in digital training in the Business Code and
to sign their compliance. New employees participate in Business
Code training and sign it as part of theirintroduction. Managersin
countries with higher risks of corruption and human rights viola-
tions are required to lead annual in-depth classroom training with
theiremployees. The development within these areas is followed up
annually and the goalis set to 100 percent.

The trainings are based on ethical dilemmas inspired by actual
cases within the organization. Through the trainings, employees
learn how to identify and handle such situations, while strengthen-
ing their awareness of our values and guidelines.

The trainings and the dilemma cases are continuously updated
to maintain relevance and stimulate a high uptake. An updated
training will be rolled-out from 2022 in connection with the imple-
mentation of the revised Group targets.

Aresponsible value-chain approach
Working with business partners who share our high standards
regarding quality, business ethics, the environment and resource
efficiency, is necessary to efficiently manage risks and to enhance
productivity in the value chain.

The Business Code of Practice is the backbone of the responsible

value-chain process, reinforced by a signed commitment to follow
it, screening and audits, customer sustainability assessment and
targeted training. See page 135.

Sustainable sourcing practices

Atlas Copco has a large international supplier base, which presents
significant challenges. Purchased components represent about 75%
of the product cost.

We use arisk-based approach and prioritize following-up signifi-
cantsupplierswho represent the bulk of the purchase value orwho
operate in markets with high corruption or human-rights risk.

Significant suppliers are evaluated on parameters including price,
quality and reliability as well as key environmental, social and ethical
concerns. The parameters are based on the UN Global Compactand
the International Labour Organization’s Declaration on Fundamen-
tal Principles and Rights at Work. On-site visits are made to ensure
compliance. See page 134-135.

The Business Partner Criteria document translates the Business
Code of Practice into practical requirements and is available in more
than 30languages on our corporate website. All significant business
partners are required to confirm their compliance to the Business
Code by signing the document.

Distributors and agents

A Group target requires that all significant distributors sign the
Business Partner Criteria document. Distributors who represent the
bulk of the sales value or who operate in high-risk markets are
prioritized.

Sales compliance process

General managers, and ultimately the divisional presidents, are
responsible for the implementation of the Group's policies and
guidelines and to make sales decisions. The Head of Group Compli-
ance supportsthe organization on trade compliance related mat-
ters, including sanctions and export control.
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Aitlas Copco

THE YEAR IN REVIEW
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THE YEARIN REVIEW - SUSTAINABILITY: ETHICS

Acting with integrity throughout the value chain, continued

When relevant, we partner with customers to address human-rights
risks in the value chain. The customer assessment tool is used to
investigate potential environmental, labor, human rights and corrup-
tion risks. In-depth dialogue and field visits complement this tool.

Zero tolerance against corruption

Atlas Copco does not tolerate bribery such as the offering, prom-
ising, giving, accepting or soliciting of an advantage, or corrup-
tionin any form, whether direct or through third parties, including
facilitation payments. Firm actions will be taken on any violation.
Thisrule applies to all employees as well as the Board of Directors
and to all business dealings and transactionsin all countries where
Atlas Copco operates. Corruption or facilitation payments are never
acceptablein orderto secure asale. This rule strengthens the brand
and contributes to fair market competition.

There are no negative consequences, such asdemotion or other
reprisals, for refusing to receive or pay bribes or for reporting vio-
lations. The Group's misconduct reporting system SpeakUp can be
used by any stakeholder, within or outside the company, to report
perceived violations of laws or the Business Code of Practice. The sys-
temis provided by a third-party actor and reporting isanonymous.

Approach to humanrights

Atlas Copcois committed to the UN Guiding Principles for Business
and Human Rights and have an ongoing process to identify, prevent
and mitigate theimpact on human rights related to our business.
Atlas Copco works throughout the value chain covering the human
rights of individuals and groups who may be impacted by our activi-
ties or business relationships, see the table to the right. Atlas Copco’s
Compliance Board oversees the implementation of and compliance
with the Business Code of Practice and our commitment to the UN
Guiding Principles.

Fighting corruptionis a central aspect to working with human
rights, since corruption can cripple the governmental bodies and
processes needed to address theissues. Lacking legal and politi-
calinfrastructure in some marketsis a potential challenge. Bilateral
engagement with civil society is crucial to successfully escalate issues
in such markets. Through membershipsinlocal business associa-
tions and in cooperation with others, we collaborate to further our
Group'svalues.

HUMAN RIGHTS IN THE VALUE CHAIN
Atlas Copco's Business Code of Practice endorses the UN International Bill of Human Rights and
guidesthe businessin working with all issues relating to ethical behavior, including human rights.
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Business partners

Business partners not complying with
labor standards, including working
hours, forced/bonded or under-age
labor and the freedom of association.
Occurrence of conflict mineralsin
sourced products.

Encouraging the reporting of misconduct

Complying with regulations, laws and internal guidelines, such as
the Business Code of Practice, has top priority at Atlas Copco. We
support ethical business practices and to uphold this standard itis
important that we hear of potential misconduct and putastop toiit.
It helps protectour values, the company, our brand and each other.
SpeakUpisthe Group's system for reporting potential miscon-
ductandviolations. Through the system, our employees or external
stakeholders can anonymously report potential misconduct in their
own language by leaving a voice or text message. The system is
operated by an external third party and is open 24/7. Retaliation in
any formis strictly prohibited. Atlas Copco takes violations to the
Business Code of Practice very seriously, and strongly encourages

transparent reporting.

Human rights risks

Atlas Copco’s own operations
Risks of violationsincluding poor
working conditions and discrimina-
tionin the workforce. Operationsin
countries with high risks of human
rightsabuse, including corruption
and limited freedom of association.

Customers
Environmentalimpactand unsafe
use of products, including sub-
stances with potential health impact,
and risks of mismanaging customer
integrity. Risks related to local com-
munities, such asland rights.

Community

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

STIVIDNVNH

Business partners

Atlas Copco hasintegrated the
UN Global Compact principlesinto
business partner evaluation and
management. Read more on
page 134.

Atlas Copco’s own operations
Group targets and policies aim to

create safe, healthy and fair working

environments. The Human Rights

Policy and Business Code of Practice.

Read more on page 130 and 134.

Customers

Product safety and environmental
standards. The Groupis strengthen-
ingitsapproach using the UN Guid-
ing Principles on Business and
Human Rights. Read more on page
130and 134.

Activities

Community

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

NOILVINYO4NI ¥3H1O0

Business partners
Prohibiting child labor and forced
labor, promoting adherence to inter-

national guidelines on working condi-

tions, environmental management
and freedom of association. Respon-
sible sourcing practices, which covers
the occurrence of conflict minerals.

Atlas Copco’s own operations
Ensuring fair labor conditions, non-

discrimination in the workplace and

the right to join trade unions.
Training for all employees in the
Business Code of Practice, including
issues of working conditions, labor
rights and discrimination.

Customers

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

of policyimplementation.

Community

Community engagementactivities
increases access to health, educa-
tion and safe development of chil-
drenandvulnerable groups, as well
asdisasterrelief. Training for all
employees in the Business Code of
Practice, including on corruption.
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Aitlas Copco

THE YEAR IN REVIEW

* Sustainable approach
to delivering value

THE YEARIN REVIEW — SUSTAINABILITY: THE ENVIRONMENT

Optimizing our environmental performance

Atlas Copco is committed to continuously improving our environmental performance. We improve the energy efficiency of
our products and our operations, while also managing our water use and waste. In 2021, we significantly raised our ambitions
by adopting science-based targets for the reduction of greenhouse gas emissions, throughout the value chain.

The environment Key performance indicator Target 2021 2020 2019
Carbon dioxide emissions from energy in operations and
transport of goods (tonnes)/COS, base year: 2018 » -50% by 2030 33 3.8 43

\

ﬁ\: Waste (kg)/COS Continuous decrease 590 581 597

— W, . 3 .

—— ater consumption (m?)/COS Continuous decrease 6.6 7.2 7.2
Significant direct suppliers with an approved

Vision: Our processes Environmental Management System, % Continuous increase 31 30 28

minimize our impact on

the environment ' CO, emissions from energy in operations and transport (tonnes) in relation

i to cost of salesin the base year 2018 was 5.3.
Action: We use resources

responsibly

Climate change presents a huge threat to society and Atlas Copco
wants to be part of the solution in order to avoid the worstimpacts
of awarming world.

In 2021, we significantly raised our ambitions by committing to
reducing the greenhouse gas emissions throughout our value chain
in line with the goals of the Paris Agreement. For Atlas Copco’s own
operations, this means that we aim to reduce emissionsin line with
keeping the global temperaturerise below 1.5 degrees. The targets
have been validated by the Science Based Targets initiative and will
be implemented from 2022. Read more on page 35.

The absolute majority of Atlas Copco’s impact comes from the
use of our products. Therefore we will continue to develop energy-
efficient products with alower carbon footprint over their entire life-
cycle. Read more about how we support customers’ sustainability
ambitions on pages 36-38.

Operations and transportation

To reduce theimpact from our own operations we focus on increas-
ing the use of renewable energy, switching to biofuels in compressor
testing, energy-conservation measures, installing solar panels, logis-
tics planning, and switching to more environmentally friendly trans-

portwhen possible. Collaborations with transport partners, and to
some extent technical developments, are key enablers to achieve
ourtargetinthisarea.

In 2021, the CO, emissions from energy in operations and trans-
portof goodsin relationto cost of sales decreased by 13%. The
decrease in absolute numbers was 3%. CO, emissions from direct
energy increased by 10% in absolute numbers, mainly because of
increased production volumes. CO, emissions from indirect energy
decreased by 47% in absolute numbers. Anincreased share of
renewable electricity was the main driver for lower emissions from
energy. CO,emissions from transport of goods increased by 15% in
absolute numbers, mainly due to increased production levels, and to
some extent due to supply chain shortages causing more air freight.

Against the baseline of 2018, CO,emissions from transport of
goods decreased by 16%. Our emissions from energy in operations
and transport, in relation to cost of sales, has decreased 38% in the
same period. The reduction in absolute numberswas 26%.

Increased use of renewable energy
We strive to increase the share of renewable energy in our opera-
tions. Major production units have switched to renewable energy,

Atlas Copco’s contribution to the Sustainable Development Goals:

6.4 Increase water-use efficiency

7.2 Increase the share of renewable energy

7.3 Double the rate of improvement in energy efficiency
12.2 Efficient use of natural resources

12.4 Environmentally sound management of chemicals and all
wastes throughout their life cycle

13.3 Knowledge and capacity building to meet climate change

v

including investments in onsite solar power. In 2021, the percentage
of renewable energy used increased to 58% (44). Main reasons for
theincrease are purchase of renewable electricity.

In 2021, Atlas Copco transferred to renewable electricity for
certain larger facilities in South Korea and China. The investment
resulted in savings of more than 25 000 tonnes of CO, emissions.

In some markets, the availability of renewable energy poses a chal-
lenge to our ability to increase the share of renewable electricity.

Reducing waste from operations
Reducing waste isimportant to decrease the total environmental
impact from production and increasing circularity.

Most of our waste is constituted by scrap metal and the vast
majority is reused or recycled. This share has been consistently high
for many years and we now focus on decreasing the total waste
volume.In 2021, the total volume in relation to cost of sales
increased by 2%, mainly due to increased production volumes.
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THE YEARIN REVIEW — SUSTAINABILITY: THE ENVIRONMENT

Optimizing our environmental performance, continued

Water management
Atlas Copco’s overall water consumption is relatively low due to our
focus on assembly rather than on other resource-intensive activities.
Nevertheless, we seek to decrease our use of water and to increase
its reuse and circulation. Innovative product design and improved
processes also contributes to reducing our customers’ use of water.
In 2021, the consolidated consumption of water in relation to cost
of sales decreased with 8%. In absolute numbers, the consumption
increased by 3%, mainly due to one-time events such as leakages
and increase in production volumes.

F ¥ WMajor production units have switched
to renewable energy, including
investments in onsite solar power.

When the train beats the plane

Railtransport outperforms air and ocean freight when it comes to balancing
aspects such as costs, speed and environmental impact. This was shown in
a pilot project for rail freight between Atlas Copco’s industrial vacuum
production facility in Germany and its counterpartin China. The rail
transportalso proved to be reliable during the pandemic.

The facility sends growing volumes of heavy pumps, weighing over
150 kilograms, and semi-finished parts, from Cologne in Germany to
Tianjin, China and raised the issue of exploring more sustainable alterna-
tives fortransportation.

Optimizing costs and environmental impact

Since the project startedin 2019, the benefits of train transports have
become clear. On this particular 8 000 kilometer route, rail freightis 75%
less costly than air freight, and carbon emissions are 90% lower. Compared
to ocean freight, the train is 50% quicker as the distance by rail is less than
half the distance by ocean.

During the pilot, goods were placed in ocean freight packaging to avoid
corrosion. The amount of plywood used was reduced and the need for
polyurethane foam eliminated. The transports were monitored via GPS
tracker and temperature, humidity and load shocks were measured, with
no reports of significant damage to the goods.

Environmental risks in the supply chain

Atlas Copco recognizes the importance of managing environmen-
tal risks throughout the value chain. By committing to the business
partner criteria our suppliers take responsibility to minimize the

environmental impact of products and services during manufactur-

ing, distribution, and usage, as well as after disposal. Screening and
audits are part of the Group's supplier management system.
We work with tier-one suppliers using the business partner crite-

riaand, if needed, we develop action plans together to enhance the

environmental management of certain suppliers. To further reduce
ourimpactalong the value chain, we measure the percentage of
significant direct suppliers that have an approved environmen-

tal management system. In 2021, 31% of these suppliers met this
requirement. Read more on page 135.

This prompted a decision to switch to rail for all but the heaviest of
cargoes, which are still transported by container ship. Further rail pilot
projects are now underway within Atlas Copco.

Awarded the Giulio Mazzalupi Award in 2021
The team behind the project was awarded with the Giulio Mazzalupi
Award for operational excellence in 2021.

Water for All: Employee community engagement

Water for Allis Atlas Copco’s main community engagementinitiative.
Through the dedicated work of volunteering employees, Water for
All funds projects which empower people through access to clean
drinking water, sanitation, and hygiene, thereby contributing to
healthy societies. All projects supported by Water for All aim to
positively impact the lives of women and young girlsin particular,
asthey are particularly affected by the lack of water and sanitation.
Allemployee donations are matched with twice the amount by

Atlas Copco.

In 2021, more than 60 water and sanitation projects were implemented
with Water for All funding in 31 countries, in total reaching more
than 337 000 people. We also launched a historically large project
inthe Pader districtin Uganda, to which twelve Water for All organi-
zations contribute with funding together with the Peter Wallenberg
Water for All Foundation. The project will run for a period of three
years, targeting 48 villages and more than 30 000 people.

Atlas Copco’s employees contribute to the
following Sustainable Development Goal:

6.1 Access to safe drinking water for all

Water for All is the main community engagement initiative of both Atlas Copco
and Epiroc. The numbers convey Water for All’s global achievements in 2021
including both companies.
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THE YEARIN REVIEW — SUSTAINABILITY: THE ENVIRONMENT

EU taxonomy - classification of sustainable activities

The European Union (EU) taxonomy aims to provide
guidance and over time a comprehensive classification
system for when an economic activity can be deemed
sustainable. It consists of six environmental objectives
of which two are relevant for the financial year 2021:
climate change mitigation and climate change
adaptation.

Atlas Copco develops and offers a wide range of products for
differentend markets and applications. We strive to provide
the most energy-efficient products for each specificapplica-
tion to support our customersin minimizing their energy
consumption and reducing the climate impact of a product'’s
use phase.

Based on the now available EU taxonomy delegated act for
climate mitigation and climate adaptation, Atlas Copcois
eligible for climate mitigation under the definition “manufac-
ture of low-carbon technologies aimed at substantial green-
house gas emission reductions in other sectors of the econ-
omy” (section 3.6).

Due to the lack of specific definitions for “substantial green-
house gas emission reductions” in section 3.6 provided in the
delegated act, Atlas Copco applies a conservative approach
regarding which technologies are included as eligible in the
taxonomy reporting. The most efficient productsin terms

of energy savings or other means to avoid, reduce, remove,
or store greenhouse gas emissions, compared to alterna-

tive technologies commonly used on the market, have been
included as taxonomy eligible.

Eligible products have beenidentified as products that:

1) preventthe venting of environmentally hazardous gases directly
into the atmosphere, or

2) enable substantial energy savings compared to available tech-
nologies commonly used on the market by either use optimiza-
tion, in and of themselves, by enabling the shift to electric/battery
power, or by introducing new solutions on the market.

Eligible productsinclude e.g. Atlas Copco's VSD (variable speed
drive) compressors, abatement systems, electrical portable com-
pressors, and our latest electric range of industrial power tools.

Furthermore, Atlas Copco’s products and solutions are critical to
several manufacturing processes for customer segments defined as
eligible in the taxonomy sections 3.1-3.4 including customers within
renewable energy technologies (e.g. solar energy, wind energy,
hydropower or tide energy), production of electrical cars, battery
manufacturing, and hydrogen manufacturing equipment. Hence,
revenues related to the above segments are included as taxonomy
eligible.

For further details, see page 132.

Taxonomy eligible revenues

22%

M 17% from product /“

segments

B 5% from customer
segments

Taxonomy eligible capital expenditure

6%

Taxonomy eligible operating expenses

19% ‘

Atlas Copco 2021 46

NOILDNAOYLNI

0Dd0D SV11V SI SIHL

-
I
m
<
m
>
x
2
=
m
s
m
=

STIVIDNVNH

NOILVINYO4NI ¥3H1O0



Aitlas Copco

THE YEAR IN REVIEW

* Risks, risk management and
opportunities

THE YEAR IN REVIEW - RISKS, RISK MANAGEMENT AND OPPORTUNITIES

Risks, risk management and opportunities

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

risks that are not well-managed can cause incidents and losses.

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

Atlas Copco’s risk management approach follows the Group's
decentralized structure. Local companies are responsible for their
own risk management, which is monitored and followed up regu-
larly, e.g. atlocal board meetings. Group functions for legal, insur-
ance, sustainability, treasury, tax, controlling and accounting, pro-
vide policies, guidelines and instructions regarding risk manage-
ment. Thisis regularly audited by internal and external audits. Exam-
ples of risks and how they are handled in Atlas Copco are shownin
the table in this section.

The Covid-19 pandemic has been handled as a crisis, resulting in
the activation of local, regional and central crisis committees, in line
with the established structure for crisis management. The crisis orga-
nization has enabled reporting and the exchange of information
and experience within the Group, and contributed to decisions to
ensure safe and efficient handling of the situation and new chal-
lenges. The risk management processes have also been adapted to
the circumstances, activities have been digitized and temporary
adjustments have been made so that the processes can continue
and contribute to increased risk awareness and a focus on risk
management.

Insurance

The Group Insurance Program is provided by the inhouse insurance
company Industria Insurance Company Ltd. which retains part of the
risk exposure for the following insurance lines; property damage,

businessinterruption, transport, and general and product liability.
Financial linesinsurance and business travel insurance are managed
by the Group's Insurance and Risk Management department. How-
ever, Industria is not the insurer for these two lines. Insurance capac-
ity is purchased from leading insurers and reinsurers by way of using
international insurance brokers. Claims management services are
partly purchased on a global basis from leading providers. Insurance
policiesare issued on a local basis to ensure compliance with local
insurance laws where required.

Loss prevention

The main purpose of Atlas Copco’s loss prevention process is to
prevent potential property losses and business interruptions. Atlas
Copco's Loss Prevention Standard stipulates Group requirementsin
regards of loss prevention for product companies and distribution
centers, including areas like: construction, safety systems, loss pre-
vention procedures and plans that need to be prepared. To ensure
alignment with the standard and to supportsites’ understanding of
how the standard applies to each site, around 25 risk surveys are per-
formed annually. The results from the risk surveys are consolidated
and reported to Group Management.

Enterprise risk management

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

Risk
identification

Risk
analysis

Monitorand ATLAS COPCO
re-evaluate .

Enterprise Risk

Management

process
Risk
Risk evaluation
management

Risk process

In Atlas Copco, Enterprise Risk Management is not seen as a project
but as a continuous process. The risk environment changes over time
and it is therefore necessary to continuously revisit, update and identify
new risks. The defined framework is described in the picture above.
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THE YEAR IN REVIEW
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THE YEAR IN REVIEW - RISKS, RISK MANAGEMENT AND OPPORTUNITIES

Examples of risks and how they are handled by Atlas Copco

m CONTEXT MITIGATING ACTIVITIES OPPORTUNITIES

LEGAL Atlas Copco's business operations are affected by numerous laws, * Inhouse lawyers on five continents support Group companies with advice on laws and - Complying with legal norms and laws minimizes costs and
regulations and trade sanctions as well as commercial and finan- regulations, including compliance, as well as support with contract reviews. Proactive increases opportunities to strengthen Atlas Copco’s reputation.
cial agreements with customers, suppliers and other counterpar- training is also done. It also develops reliable partnerships and improves business
t!e;, and also by licenses, patents and otherintangible property « Avyearly legal risk survey of all companies in the Group is performed in addition to conti- stability.
rights. nuous follow-up of the legal risk exposure. The result of the survey is compiled, analyzed - The ability to trade on all markets, in compliance with applicable

and reported to the Board and the auditors. trade sanctions, increases revenue and lowers risk.
* Aseparate central function, Group Compliance, is in place. Itis responsible for aligning

and coordinating the compliance organization which, in line with Atlas Copco’s decen-

tralized structure, is hosted in the business areas and divisions.

FINANCIAL Changes in exchange rates can adversely affect Group earnings * A Financial Risk Management Committee meets regularly to manage financial risks. - Working proactively with financial risks improves the profit
when reverjuesfrc?m sglesand costsfpr productign aqd sourcing « Atlas Copco Financial Solutions is responsible for these risks and supports Group margin apd crgatgs pogsibilitliesformore stlalblecgsh flow.
are denominated in d|ﬁerent_curren¢:|es (transaction risks). ,_An companies to implement financial policies and guidelines. Ove_rall,ﬁna_n_aal risk mitigation has the ability to improve
adverse effect on Group earnings can also occur when earnings of i ) ) . business resilience for Atlas Copco.
foreign subsidiaries are translated into SEK and on the value of * The Group's operations continuously monitor relevant exchange rates and try to offset
the Group equity when the net assets of foreign subsidiaries are negative changes by adjusting sales prices and costs.
translated into SEK (translation risks). « Translation risks are partially hedged by borrowings in foreign currency and financial
Atlas Copco’s netinterest cost is affected by changes in market derivatives.
interest rates. * The Group's Financial Risk Policy stipulates that a minimum amount of standby credit
Funding risk refers to the risk that the Group and its subsidiaries facilities should exist and that a minimum average time to maturity for the external
do not have access to financing on acceptable terms. debtis set.

Asin any business, there can be a credit risk linked to our o Strmgent_ c_red|t policies are applied and_ther_e is no major concentration of_cred|t r|s_k.
customers' abilities to pay The provision for bad debt is based on historical loss levels and up-to-date information
’ and is deemed sufficient.
REPORTING The risk related to the communication of financial information to * Atlas Copco subsidiaries report their financial statements regularly in accordance with - Integrated reporting provides a better understanding of business

(INCLUDING TAX)

the capital market is that the reports do not give a fair view of the
Group's true financial position and results of operations.

Reporting errors could result in management drawing the wrong
conclusions. However, with many small entities, the material
impactis low.

Taxes is an area with increased focus, especially transfer pricing
risks but also new tax rules and regulations.

Estimations sometimes form a portion of the sustainability data
which is reported, and thus by its nature the numbers presented
may not be representative of the Group's impact.

International Financial Reporting Standards (IFRS). The Group's consolidated financial
statements, based on those reports, are prepared in accordance with IFRS and applica-
ble parts of the Annual Accounts Act as stated in RFR 1 “Supplementary Rules for
Groups”.

* The Group's operational and legal consolidated results are based on the same num-

bers and system. These are analyzed by divisional, business area, Group Management
and corporate functions before being published externally.

* The Group has procedures in place to ensure compliance with Group instructions,
standards, laws and regulations, for example internal and external audits.

* Group Tax monitors and ensures compliance with local tax rules. Transfer pricing poli-
cies and agreements are implemented in operations and regularly updated. Quarterly
updates on tax are presented to the Board and Group Management.

* Atlas Copco reports sustainability information according to GRI Standards and works
with training to improve reporting practices.

risks and opportunities which in turn allows for improved decision
making. It also allows the company to identify opportunities for
business synergies.

- Addressing reporting risks increases transparency and improves
the potential to represent the business fairly and accurately.

- Improved reporting results in improved business insights and risk
management, especially when the data has been integrated to
highlight interdependencies.

- Efficient and consistent reporting based on clear standards and

principles creates transparency, supports decision making and
drawing the right conclusions.

- Increased reporting requirements on taxes improves transparency.

CORRUPTION
AND FRAUD

Corruption and bribery exist in many markets where Atlas Copco
conducts business.

Fraud or criminal deception intended to result in financial or
personal gain, is always present in global operations.

 Zero-tolerance policy on bribery and corruption, including facilitation payments.

« Internal control routines aimed at preventing and detecting deviations. The Internal
Audit function is established to ensure compliance with the Group’s corporate gover-
nance, internal control and risk management policies.

» Control self-assessment tool to analyze internal control processes.

* Training in the Business Code of Practice and signing compliance to the Code for all
employees and significant business partners.

* The global Group misconduct reporting system to report violations anonymously.

* The Group supports fair competition and forbids discussions or agreements with
competitors concerning pricing or market sharing.

- By fighting against corruption and fraud, Atlas Copco has the
opportunity to work with industry peers to influence international
market practices. Refusing to pay bribes may cause temporary
delays and setbacks; however it reduces costs in both the long and
short run, builds opportunities to improve operational efficiencies
and creates more stability in society and in markets where the
Group operates.

- Working against corruption and fraud improves Atlas Copco’s

credibility and transparency and creates more ways to improve
stakeholder relations.
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THE YEAR IN REVIEW - RISKS, RISK MANAGEMENT AND OPPORTUNITIES

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

m CONTEXT MITIGATING ACTIVITIES OPPORTUNITIES

HUMAN RIGHTS Atlas Copco operates in countries/areas with high risk of human
rights abuse, including child labor, forced or compulsory labor,
poor working conditions, limitations of the freedom of associa-
tion and discrimination.

Atlas Copco encounters customers who are exposed to human
rights issues.

Risks to the Group's reputation may arise from relationships with
business suppliers who do not comply with internationally
accepted ethical, social and environmental standards.

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

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

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

* The Group customer sustainability assessment tool.
* Regular supplier evaluations in accordance with the UN Global Compact.

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

- Strong business ethics help promote societal prosperity and a
more stable market place.

- Working with human rights positively impacts both the Atlas
Copco brand and stakeholder relations.

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

Accidents orincidents in the workplace, due to the lack of proper
safety measures, harm employees and can negatively affect Atlas
Copco’s productivity and brand.

Atlas Copco recognizes the risk that serious diseases and pandem-
ics can interrupt business operations and harm employees.

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

* Training is held regularly.

¢ The ambition is to certify all major units in accordance with the ISO 45001 standard.
* Workplace wellness programs.

 Atlas Copco's business partners are trained in Group policies including the approach
to health and safety.

- Improved safety and well-being among employees increases
employee satisfaction and engagement, productivity and
strengthens the brand.

- Improving working conditions for customers and business partners
benefits their employees and local societies and can enhance
long-lasting relationships that result in repeat orders.

ENVIRONMENTAL The primary drivers for external environmental risk are physical
AND CLIMATE changes in climate and natural resources, changes in regulations,
taxes and resource prices.

Natural disasters as a consequence of climate change can
disrupt own operations or impact the supply chain.
Increased fuel/energy taxes increase operational costs.
Regulations and requirements related to carbon-dioxide

emissions from products and industrial processes are gradually
increasing.

Climate-related and environmental events can affect all of
Atlas Copco’s operations and negatively affect operations either
directly or by disrupting the supply chain.

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

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

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

e Strict handling processes for hazardous waste and chemicals are implemented in
all operational units. Compliance is audited regularly and awareness is reinforced by
training.

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

- Working proactively with environmental risks can provide signifi-
cant opportunities to drive innovation at Atlas Copco.

- Given that many customers are operating in areas of extreme
water stress/scarcity, water-efficient or water-recycling products
can have a strong customer appeal. This presents a strong business
opportunity to extend Atlas Copco’s innovations to the focused
area of water consumption.

- Climate change impacts and predictions can induce changes in
consumers’ habits and behavior. As a result of climate events, Atlas
Copco’s customers can become more risk averse and demand sus-
tainable products from the Group. New businesses and business
models that are being served by Atlas Copco arise. For instance,
increased renewable energy generation and the surge in produc-
tion of electrical vehicles present opportunities to provide prod-
ucts to the industries.

MARKET A widespread financial crisis and economic downturn would not
only affect the Group negatively but could also impact customers’
ability to finance their investments. Changes in customers’ pro-
duction levels also have an effect on the Group's sales of spare
parts, service and consumables.

In developing markets, new smaller competitors continuously
appear which may affect Atlas Copco negatively.

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

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

* Agile manufacturing set-up makes it possible to quickly adapt to changes in the
demand for equipment.

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

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

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

- Continue to develop close, long-term and strategic relationships
with customers and suppliers.
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THE YEAR IN REVIEW - RISKS, RISK MANAGEMENT AND OPPORTUNITIES

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

m CONTEXT MITIGATING ACTIVITIES OPPORTUNITIES

REPUTATION The Group's reputation is a valuable asset which may be  All Atlas Copco products are tested and quality assured. Product labeling is monitored -> Brand positioning.
_affected in partthroug_h the Group’s operations or actions and and there are regular communications trainings. - Stakeholder engagement not only mitigates reputational risks in
n pzir;ﬂl'!roughme ECUOQS of e)fternaés;akihﬁld;rs. Plr;)duc]tcs « The Group actively engages in stakeholder dialogue. certain cases but it also presents opportunities to increase aware-
must deliver on the brand promise and be of hi uality, safe il d ;
and have a low ne ativein? acton the environ?neitwhin used  ° Compulsory training in the Business Code of Practice includes the yearly signing of a ness and credibility of Atlas Copco’s brand through improvements

gative impact ) : compliance statement and innovations.
by the customer. There is potential for reputational risk from p . o . .
non-compliance to product labeling standards or if there are * A clear and well known corporate identity and brand management. - Delivering tested and quality-assured products improves customer
cases of false advertisin . . . satisfaction and promotes repeat business.
9- * An employee survey is carried out every two years and followed up actively. .

Unsatisfied employees may potentially detract the Atlas Copco - Attract gnd develop employees who adhere to the Business Code
brand. of Practice.

PRODUCTION Core component manufacturing is concentrated to a few locations ¢ Manufacturing units continuously monitor the production process, test the safety - Continued opportunities to extensively promote operational
and if there are interruptions or lack of capacity in these locations, and quality of products, make risk assessments, and train employees. excellence to streamline production, minimize inefficiencies and
this may have an effect on deliveries or on the quality of products. « Atlas Copco has an internal Loss Prevention Standard to ensure high level of maintain a high flexibility in the production process.
Production facilities could also have a risk of damaging the environ-  protection. -> Continue to strengthen the relationship with customers through

ment through their operations, e.g. through hazardous waste and
emissions.

Atlas Copco is directly and indirectly exposed to raw material prices.

Atlas Copco primarily distributes products and services directly to

* Production units have developed business continuity plans.

* Ambition to certify all manufacturing units in accordance with the ISO 14001
standard.

 Physical distribution of products is concentrated to a number of distribution centers

>

timely deliveries of products and services.

Transport efficiencies and safe transports can save the customers
time and cost while reducing the environmental impact of their
own operations.

the end customer. If the distribution is not efficient, it may impact and their delivery efficiency is continuously monitored. - Reduce fuel costs and resource requirements which improves
customer satisfaction, sales and profits. Damages and losses during o ) L business agility for the Group.
the course of distribution can be costly * Resources are allocated to training and development of the service organization.
Some sales are made indirectly through distributors and rental ¢ Asindirect sales are local/regional, the negative impact of poor performance is
companies and their performance may have a negative effect on limited.
sales. e Increased focus on safer and more effective transports to reduce losses, costs and
The distribution of products results in CO, emissions from transport. total emissions per transport.
SUPPLY CHAIN Atlas Copco and its business partners, such as suppliers, subcon- * Business partners are selected and evaluated based on objective factors including - Furtherincrease business agility and reduce costs by improving

tractors and joint venture partners, must share the same values as
expressed in the Group's Business Code of Practice regarding
issues such as human rights standards and principles of ethical
conduct.

The availability of many components is dependent on suppliers
and if they have interruptions or lack capacity, this may affect
deliveries.

Using a large number of suppliers gives rise to the risk that prod-
ucts contain components which are not sustainably produced,
e.g. hazardous substances or electronic components containing
conflict minerals, or components with a large carbon footprint.

quality, delivery, price, and reliability, as well as on social/environmental responsibility.
« Significant direct suppliers are required to have an approved environmental manage-
ment system.
 The presence of conflict minerals in Atlas Copco’s value chain is investigated and eradicated.
e Establishment of a global network of sub-suppliers, to prevent supplier dependency.
 E-learning for business partners (suppliers and distributors) to raise awareness of the
Business Code of Practice, including the requirement for significant business partner to
sign and follow the Business Code of Practice. Action plans developed together with
suppliers to deal with shortcomings and deviations.
 Atlas Copco maintains lists of substances that are prohibited or restricted due to their

potential negative impact on health or the environment. Compliance with these lists is
part of the business partner criteria.

-

>

>

supplier inventory management in response to changes in
demand.

Continue to be a preferred business partner and promote effi-
ciency, sustainability and safety. Good supplier relations help to
improve Atlas Copco’s competitive position.

Strengthen customer relationships by supporting customers
impacted by the Dodd Frank legislation on conflict minerals.

Promote human rights and work towards improving labor condi-
tions, reducing corruption and conflicts.

EMPLOYEE

Atlas Copco must have access to and attract skilled and motivated
employees and safeguard the availability of competent managers
to achieve established strategic and operational objectives.

* The competence mapping and plan secure access to people with the right expertise at
the right time. Recruitment can be both external and internal. Internal recruitment and
job rotation are facilitated by the Internal job market.

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

>

Motivated and skilled employees and managers are crucial to
achieve or exceed business goals and objectives.
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THE YEAR IN REVIEW - RISKS, RISK MANAGEMENT AND OPPORTUNITIES

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

m CONTEXT MITIGATING ACTIVITIES OPPORTUNITIES

INFORMATION
TECHNOLOGY (IT)

Atlas Copco relies on IT systems in its day-to-day operations.
Disruptions or faults in critical systems have a directimpact on
production.

Errors in the handling of financial systems can affect the
company'’s reporting of results.

Theft or modification of intellectual property constitutes a risk

to our products and future business success.

Cyber security risks are increasing in importance and can have a
majorimpact on Atlas Copco operations.

The General Data Protection Regulation (GDPR) impacts the han-

dling of personal data. Failure to comply may result in substantial
fines and reputational damage.

 Atlas Copco has a global IT Security policy, including quality-assurance procedures
that govern IT operations. Information security is monitored through IT Security
audits. Standardized processes are in place for the implementation of new systems,
changes to existing systems and daily operations. The system landscape is based on
well-proven technologies.

* IT Security tracks globally major downloads of files. Screening of business partners/
consultants working in our systems.

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

* A privacy- and data compliance council tracks the essential activities to ensure
compliance with the regulation.

-> Stable IT systems, secure IT environment and standardized pro-
cesses increase efficiencies and reduce costs.

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

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

- As the approach has been global, Atlas Copco is well prepared to
face future data privacy initiatives in all regions or continents.

ACQUISITIONS AND
DIVESTMENTS

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

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

Acquisitions and divestments can impact local communities and/
or the environment, directly or indirectly.

* The Group's Acquisitions Process Council has established a process for acquisitions.
The process is continually updated and improved to address and mitigate risks. The
Council also provides training and supports business units prior to, during and after
an acquisition. Before any acquisition is completed, a detailed due diligence will be
performed in order to evaluate the risks involved.

« Atlas Copco guidelines and policies are applied to assess and manage the environmen-

tal and social impact of operations in the affected communities after an acquisition is
completed.

= Acquisitions bring possibilities to enter new markets, segments,
new technologies, new clients, increase revenues, etc.

- ldentifying the obstacles to integration can allow Atlas Copco to
improve the process through methods such as job rotation, train-
ing or teambuilding exercises. This would not only resultin a
smoother process but also lower operational costs by decreasing
downtime and allowing newly acquired companies to become
even more productive and efficient.

PRODUCT
DEVELOPMENT

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

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

* Designing products with a life-cycle perspective and measurable efficiency targets for
the main product categories in each division.

* Designing products with reduced emissions, vibrations or noise, and increased
recycling potential to meet legal requirements.

-> Substantial opportunities to strengthen the competitive edge by
innovating high-quality, sustainable products and creating an inte-
grated value proposition for customers.
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THE YEARIN REVIEW - THE ATLAS COPCO SHARE

The Atlas Copco share

Share price development and returns

In 2021, the price of the Ashareincreased 48.6% to SEK 625.8 (421.1)
andthe Bshareincreased 44.5% to SEK 532.2 (368.3). The annual total
return on the Atlas Copco A share, equal to dividend, redemption
and the change in the share price, including the distribution of Epiroc
AB, wason average 22% for the past ten years and 27% for the past
five years. The corresponding total return for Nasdaq Stockholm
was 17% and 18%, respectively.

Trading and market capitalization

The Atlas Copco shares are listed on Nasdaq Stockholm, which
represented 28.6% of the total trading of the A share (34.3% of
the Bshare) in 2021. Other markets, so called Multilateral Trad-
ing Facilities (MTF), e.g. CBOE and Turquoise, accounted for 40.0%
(35.3% of the Bshare), and the remaining 31.4% (30.4% of the

B share) were traded outside public markets, for example through
over-the-countertrading.

The market capitalization at yearend 2021 was MSEK 732 967
(497 187) and the company represented 5.9% (5.7) of the total
market value of Nasdaq Stockholm. Atlas Copco was the fifth
(second) most traded share in 2021 by total turnover.

SHARE PRICE

SEK
700

A program for American Depositary Receipts (ADRs) was established
in the United Statesin 1990. One ADR corresponds to one share.

The depositary bankis Citibank N.A. Atyear end 2021, there were
32781544 ADRs outstanding, of which 31 509 088 represented
Asharesand 1272 456 represented B shares.

Personnel stock option program and repurchase of own shares
The Board of Directors will propose to the Annual General Meeting
2022 asimilar performance-based long-term incentive program as
in previous years, increasing the number of possible candidatesin
the program from 335 to 500. For Group Management, participa-
tion inthe plan will require own investmentin Atlas Copco shares.
Theintentionisto cover the plan through the repurchase of the
company'sown shares. The company’s holding of own shares on
December 31,2021, appearsin the table to the right.

Dividend, mandatory redemption of shares, and share split
The Board of Directors proposes to the Annual General Meeting
2022 an ordinary dividend of SEK 7.60 (7.30) per share to be paid for
the 2021 fiscal year. In order to facilitate a more efficient cash man-
agement, the dividend is proposed to be paidin two installments.

600

2017 2018 ! 2019

Highest-lowest share [ Total average daily volume
price, A share traded A shares, thousands (OMXS)

10000
8000
6000
4000
2000

2020 2021

e General index @ |ndustrials index — — — Distribution of Epiroc AB

(OMXSI) onJune 18,2018

If approved, the dividend has averaged 52% of basic earnings per
share during the last five years. The ambition is to distribute about
50% of earnings as dividends to shareholders. See more information
on page 20.

In orderto adjust the Group’s balance sheet to a more efficient
structure, while preserving adequate financial flexibility for future
growth, the Board of Directors proposes to the Annual General
Meeting 2022 a share split and redemption share procedure,
whereby every share is splitinto four (4) ordinary shares and one
(1) redemption share. The redemption share is then automatically
redeemed at SEK 8.00 per share. Combined with the proposed ordi-
nary dividend, shareholders will receive MSEK 19 004.

SHARE INFORMATION 2021-12-31 Ashare Bshare
Nasdag Stockholm ATCOA ATCOB
ISIN code SE0011166610 SE0011166628
ADR ATLKY.OTC ATLCY.OTC
Total number of shares 839394096 390219008
% of votes 95.6 4.4
% of capital 68.3 31.7
Whereof shares held by Atlas Copco 11422736 0
% of votes 1.3 0.0
% of capital 0.9 0.0

EARNINGS AND DISTRIBUTION PER SHARE

SEK .
25 \
| Dividend and redemption
20 | pershare, SEK
I
| M Extraordinary items, SEK
15.001 15.60 )
15 \ Earnings per share, SEK
12.00 ! M Ordinary dividend
10 900 o h 1'» H H B B per share, SEK
| _—
5 ! Distribution of Epiroc AB
on June 18,2018
* Proposed by the
2010 2011 2012 2013 2014 2015 2016 2017,2018 2019 2020 2021* Board of Directors
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THE YEAR IN REVIEW — THE ATLAS COPCO SHARE
———— The Atlas Copco share, continued
] Ownership structure OWNERSHIP CATEGORY OWNERSHIP STRUCTURE
Atthe end of 2021, Atlas Copco had 87 923 (82 079) shareholders. December 31,2021 % of capital Number of shares, December 31,2021 % of shareholders % of capital =
The ten largest shareholders registered directly or as a group with Shareholders domiciled abroad (legal entities and individuals) 53.1 1-500 75.2 0.6 3
Euroclear Sweden, the Swedish Central Securities Depository, by Swedish financial companies 37.0 501-2 000 16.8 13 2
voting rights, accounted for 34% (35) of the voting rights and 31% Swedish individuals 43 2001-10 000 6.3 19 ":}
THE YEAR IN REVIEW (32) of the capital. Swedish investors held 47% (48) of the capital Other Swedish legal entities 18 10001-50 000 11 16 g
Administration report andrepresented 44% (45) of the voting rights. Swedish social insurance funds 2.6 50001-100 000 0.2 0.8
Business areas Swedish trade organizations 0.9 >100 000 0.4 93.8
* . ..
Compressor Technique TEN LARGEST SHAREHOLDERS Swedish government and municipals 0.3 Total 100.0 100.0 E'
Vacuum Technique December 31,2021 % of votes % of capital Total 100.0 E
Investor AB 223 16.9 v
Industrial Technique >
Swedbank Robur fonder 23 35 =
Power Technique X U >
Alecta Pensionsforsakring 2.1 3.9 n
Sustainable approach SHARE ISSUES " Change of share capital, MSEK Amountdistributed, MSEK [
i Handelsbanken fonder 1.8 1.8 o
to delivering value 2011 Split 241 o
Raising our climate ambition SEB Investment Management 1.6 1.2 : ‘ 8
AbIg L e Folksam 10 10 Share redemption ? 1229613 104 shares at SEK5 -393.0 -6067.0
Products and service : : Bonusissue No new shares issued 393.0
People SPP Fonder AB 0.8 0.8 5015 S| 1 —
it :
) : Avanza Fonder 0.7 0.7 Pl >
Safety and well-being — , - Share redemption 3 1229613 104 shares at SEK 6 -393.0 -7304.7 <
- Lansforsakringar fondforvaltning AB 0.6 0.5 8 N N q 3930 A
nics onusissue onew sharesissue .
. Nordea Investment Funds 0.4 0.4 5018 Spl usissu 5 w 55U =
nvironment 1 it 1
‘ Others 66.4 69.3 P s
Risks, risk management and Share redemption % 1229613 104 sharesat SEK 8 -393.0 -9704.6 m
opportunities Total 100.0 100.0 . R <
S : Bonus issue No new shares issued 393.0 m
« The Atlas Copco share —of which shares held by Atlas Copco 13 0.9 s
- - N . . . " For more information please visit www.atlascopcogroup.com/investor-relations. 3 1217 444 513 shares net of shares held by Atlas Copco.
Corporate Governance Shareholders registered directly or as a group with Euroclear Sweden, the 21213493751 shares net of shares held by Atlas Copco. 41213080 695 shares net of shares held by Atlas Copco.
8 . N Swedish Central Securities Depository.
oard of Directors
Group Management -
Internal control over financial z
reporting SHAREHOLDERS BY COUNTRY IMPORTANT DATES =
- December 31,2021, percent of capital 2022 April 26 First quarter results [a)
>
April 2 A G | Meeti i i N
Other, 14% Sweden, 47% pril 26 nnual General Meeting More information o
April 27* Shares trade excluding right to dividend of SEK 3.80
- — —More data per share can be found on page 144
May 3* Dividend payment date (preliminary) in the three-year summary
The United Kingdom, 8% The United States, 31% May 12* Shares trade excl. right to redemption share of SEK 8.00 ’ o
June 13* Redemption payment date (preliminary) —For more information on distribution of shares, .
July19 Second quarter results option programs and repurchase of own shares, B
October 19 Third quarter results seenotes5,20and 23. E
October20*  Shares trade excluding right to dividend of SEK 3.80 _Detailed information on the share and %
October26*  Dividend payment date (preliminary) debt can be found on >
November 17  Capital Markets Day www.atlascopcogroup.com/investor-relations g
2023 January 26 Fourth quarter results 2022
* Board of Directors proposal to the Annual General Meeting. The record date is the first
trading day after shares trade excluding the right to dividend.
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* Corporate Governance

THE YEAR IN REVIEW — CORPORATE GOVERNANCE

Corporate governance

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

Atlas Copco ABisincorporated under the laws of Sweden with a
publiclisting at Nasdaq Stockholm AB (Nasdaq Stockholm). Atlas
Copcois governed by Swedish legislation and regulations, primarily
the Swedish Companies Act, but also the rules of Nasdag Stockholm,
the Swedish Corporate Governance Code (the Code), the Articles of
Association and other relevant rules.

Atlas Copco does not reportany deviations from the Code for
the financial year 2021. The corporate governance report has been
examined by the auditors, see page 124.

Comment from the Chair

Atlas Copcois atruly global industrial company, which creates
lasting value and empowers customers to drive society for-
ward in over 180 countries. Through energy-efficient products
that save carbon emissions, and by implementing values and
processes with respect for people and the planet, Atlas Copco
can contribute to a better tomorrow.

In 2021, Atlas Copco set science-based targets to reduce
greenhouse gas emissions in line with the goals of the Paris
Agreement. As a leading industrial innovator and global sup-
plier, Atlas Copco can play a role in combating climate change.
By making this commitment Atlas Copco shows its ambition to
be part of the transformation to a low-carbon society.

The Atlas Copco Business Code of Practice is the most
importantinstrument to make sure the company always acts
with the highest ethical standards and integrity. The main
international ethical standards supported by Atlas Copco are
the International Bill of Human Rights, the International
Labour Organization’s Declaration on Fundamental Principles
and Rights at Work, the OECD Guidelines for Multinational
Companies and the UN Global Compact. Atlas Copcoisa
member of the UN Global Compact since 2008.

The following information is available at
www.atlascopcogroup.com

- Atlas Copco’s Articles of Association
-> The Business Code of Practice

- Corporate governance reportssince 2004
(asapartoftheannual report)

- Information on Atlas Copco’s Annual General Meeting

The annual signing of the Business
Code of Practice, together with
training, supports Atlas Copco’s
employeestoidentifyand handle
ethical dilemmas and strengthens
the awareness of Atlas Copco’s
values and guidelines. Atlas Copco
also requests that significant busi-
ness partners commit to comply
with the Business Code of Practice.
Thisis further supported by a third-
party operated system providing anonymous reporting of
suspected ethical misconduct.
To safeguard the Group’s reputation, Atlas Copco relies on
solid governance and the leaders' ability to defend values,
including of course, internal and external control and audits.

Hans Straberg
Chairsince 2014

Meetings of the Board and the
Nomination Committee during 2021

BOARD OF DIRECTORS’
MEETINGS AND ACTIVITIES

Preliminary full-year 2020 results,
the annual auditand review of
Vacuum Technique

Meeting per
capsulam

First-quarter results
meeting and review of
Industrial Technique

Statutory meeting

Review of management,
succession planning and
strategy discussion

Half-yearreport meeting

Third-quarter results meeting
and review of Compressor
Technique and Group
Treasury Report

Various investments’
approvals

NOMINATION

Q1 COMMITTEE MEETINGS

January Nomination
Committee
meeting

February

March
Q2

April
May

June
Q3

July

August

September Nomm_anon
Committee
meeting

Q4

—@ October

’—. November Nomination
Committee
meeting
December
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Aitlas Copco

THE YEAR IN REVIEW

* Corporate Governance

THE YEAR IN REVIEW — CORPORATE GOVERNANCE

Corporate governance, continued

3. Nomination Committee

6. Remuneration Committee

1. Shareholders

Atthe end of 2021, Atlas Copco had 87 923 (82 079) shareholders.
The ten largestshareholders registered directly or as a group with
Euroclear Sweden, the Swedish Central Securities Depository, by
voting rights, accounted for 34% (35) of the voting rights and 31%
(32) of the capital. Swedish investors held 47% (48) of the capital
and represented 44% (45) of the voting rights. The largest share-
holder is Investor AB, holding 16.9% of capital and 22.3% of votes.
More information on Atlas Copco's shareholders can be found on
pages 52-53.

2. General Meeting

The General Meeting is Atlas Copco’s supreme decision-making
body in which all shareholders are entitled to take part. Anyone reg-
istered in the shareholders’ register who have given due notification
to the Company of theirintention to attend, may join the meeting
and vote for their total shareholdings. Atlas Copco encourages all
shareholders to vote at the General Meeting and shareholders who
cannot participate in person may be represented by proxy holders or
vote by mail. A shareholder or a proxy holder may be accompanied
by two assistants and a proxy form can be found prior to the General
Meeting at www.atlascopcogroup.com/agm.

The Annual General Meeting (AGM) 2021 was held on April 27,
2021. Due to Covid-19 there was only mail voting. 56% of the total
number of votes in the Company and 57% of the shares were repre-
sented.

1. Shareholders

2. General Meeting

4. Board of Directors

9. Group Management

Business areas and divisions

Decisions atthe AGM 2021 included:

e Adoption of the income statements and balance sheets of
Atlas Copco AB and the Group for 2020.

e Discharge of liability of the Company’s affairs during the
2020 financial year for the President and CEO and the Board of
Directors.

* Adoption of the Board's proposal for profit distribution with a
dividend of SEK 7.30 per share to be paid in two equal installments
of SEK 3.65 each.

e Thatthe number of directors elected by the AGM for a term end-
ing atthe next AGM would be eight directors and no alternates.

e Election of the Board of Directors.

e Aresolution of the Board of Directors’ fee.

e Approval of the remuneration report for 2020.

e Approval of the reported scope and principals for a performance
based employee stock option plan for 2021 including mandate for
the Board to decide upon repurchase and sales of Atlas Copco
sharesto hedge the plan and previous similar plans.

e Election of Ernst & Young AB as auditing company up to and
including the Annual General Meeting 2022.

7. Auditor

5. Audit Committee

8. Internal Audit and Assurance

Annual General Meeting 2022

The Annual General Meeting will be held on April 26, 2022.
Shareholders who wish to contact the Nomination Committee or
have a matter addressed by the Board of Directors at the AGM may
submit their proposals by ordinary mail or e-mail to:

Atlas Copco AB, Attn: Chief Legal Officer, SE-105 23 Stockholm,
Sweden, nominations@atlascopco.com or board@atlascopco.com

Proposals have to be received by the Board of Directors and the
Nomination Committee respectively, no later than seven weeks prior
tothe AGMto beincluded in the notice to the AGM and the agenda.

General Meeting Attendance

% Number
80 600

B AGM, votes, %
EGM, votes, %

60

450 Shareholders and proxy
holders, number

40 300
" AGM 2021, due to Covid-19 only mail
voting, no physical attendance.
20 150 2 AGM 2020, due to Covid-19 mail

voting was available and
recommended.

EGM 2020, due to Covid-19 only mail
voting, no physical attendance.

2017 2018 2019 20202 2021V
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Atlas Copco

THE YEAR IN REVIEW

* Corporate Governance

Corporate governance, continued

3. Nomination Committee

THE YEAR IN REVIEW — CORPORATE GOVERNANCE

4. Board of Directors

The goal of the Nomination Committee is to propose a Board with a
broad and complementary experience from a number ofimportant
industries and markets, as well as a composition thatis characterized
by diversity, broadness and gender balance. Experience from manufac-
turing industry with international coverageisimportant, asitis Atlas
Copco’s main focus. The Nomination Committee’s diversity policy is
based onsection 4.1 inthe Corporate Governance Code. The eight
Board members elected by the shareholders have backgrounds from
variousindustries. As proposed to the AGM 2021, two of the seven
non-executive members are women. One memberisbornin the
1940's, fourinthe 1950's,oneinthe 1960’s,and oneis bornin the
1970's. The Board members are of three different nationalities, from
Germany and the United States, and a majority of the Board members
coming from Sweden. Increasing the diversity of the Board of Directors
with regard to genderis a priority for the Nomination Committee.

Based on the findings of the Chair of the Board, the Nomination
Committee annually evaluates the work of the Board. Further to
that, the Nomination Committee proposes the Chair to the Annual
General Meeting, prepares a proposal regarding number and names
of Board members, including Chair and a proposal for remuneration
to the Chair and other Board members not employed by the Com-
pany, as well as a proposal for remuneration for Board committee
work. Finally, the Nomination Committee proposes an audit com-
pany including remuneration for the audit.

The proposals and the Nomination Committee’s statement will
be published at the latest with the notice to the AGM 2022. In view
of the Nomination Committee’s strive to reach gender balance, for
examplein case of equal competence, the candidate that will lead to
improved gender balance should be proposed.

In compliance with the Swedish Corporate Governance Code and
the procedures adopted by the AGM 2016, the representatives of
the four largest shareholders, listed in the shareholders’ register as
of August 31,2021, together with the Chair of the Board shall form
the Nomination Committee. The members of the Nomination Com-
mittee for the AGM 2022 were announced on September 8, 2021,
and represented approximately 29% of all votes in the Company.
The members of the Nomination Committee receive no compensa-
tion for their work in the committee.

Nomination Committee members forthe AGM 2022: Petra
Hedengran, Investor AB, Chair of the Nomination Committee; Jan
Andersson, Swedbank Robur funds; Mikael Wiberg, Alecta; Helen
Fasth Gillstedt, Handelsbanken Fonder AB; and Hans Straberg, Atlas
Copco AB, Chair of the Board.

The Board of Directorsis responsible for the overall organization,
administration and management of Atlas Copco in the best interest
of the Company and its shareholders. The Board is responsible for
following applicable rules and implementing efficient control sys-
temsin the decentralized organization. An efficient control system
offersthe correct balance between risk and control. The long-term
goals are regularly evaluated by the Board based on the Group'’s
financial situation and financial, legal, social and environmental
risks. The mission is to achieve a sustainable and profitable develop-
ment of the Group.

Board of Directors’ members

Atthe end of 2021 the Board of Directors consisted of eight elected
members, including the Presidentand CEO. The Board also had two
employee representatives, each with one personal deputy. Atlas
Copco fulfilled the 2021 requirements of Nasdaq Stockholm and the
rules of the Swedish Corporate Governance Code regarding inde-
pendency of board members.

The Board of Directors’ work

The Board continuously addresses the strategic direction, the finan-
cial performance, and the methods to maintain sustainable profit-
ability of the Group. Further, the Board regularly ensures that effi-
cient control systems are in place. The Board also follows up on the
compliance of the Business Code of Practice as well as on the whis-
tleblowing system. Besides the general distribution of responsibili-
ties that apply, in accordance with the Swedish Companies Actand
the Code, the Board and its committees (Audit Committee, Remu-
neration Committee and others) annually review and adopt “The
Rules of Procedure” and “The Written Instructions”, which are
documents that govern the Board's work and distribution of tasks
between the Board, the committees and the President, as well as
the Company’s reporting processes.

The Board held eight meetingsin 2021. Seven meetings were
held at Atlas Copco ABin Nacka and virtually and one per capsulam.
The attendance at Board meetings is presented on page 58-59.

The Board continuously evaluates the performance of the Presi-
dentand CEO, Mats Rahmstrom. For the Annual Audit, the Compa-
ny's principal auditor, Erik Sandstrém, Ernst & Young AB, reported
his observations to the Board and the Board also had a separate
session with the auditor where members of Group Management
were not present.

Atlas Copco 2021 56

Evaluation of the Board of Directors’ work

The annual evaluation of the Board of Directors’ work, including the
Board’s committees (Audit Committee, Remuneration Committee
and others) was conducted by the Chair of the Board, Hans Straberg.
He evaluated the Board's working procedures, competence and
composition, including the background, experience and diversity of
Board members. His findings were presented to the Nomination
Committee.

Remuneration to the Board of Directors

Remuneration and fees are based on the work performed by the
Board. The AGM 2021 decided to adopt the Nomination Commit-
tee's proposal for remuneration to the Chair and other Board mem-
bers notemployed by the Company, and the proposed remunera-
tion for committee work. See also note 5.

e The Chair was granted an amount of SEK 2 600 000.

Each of the other Board members not employed by the Company
was granted SEK 825 000.

Anamount of SEK 335 000 was granted to the Chair of the Audit
Committee and SEK 210 000 to each of the other members of this
committee.

Anamount of SEK 130 000 was granted to the Chair of the Remu-
neration Committee and SEK 95 000 to each of the other members
of this committee.

An amount of SEK 100 000 was granted to each non-executive
directorwho, in addition, participates in committee work decided
upon by the Board.

The meeting further resolved that 50% of the director’'s Board fee
could be received in the form of synthetic shares.

5. Audit Committee

The Audit Committee is elected by the Board at the statutory Board
meeting after the Annual General Meeting and until the statutory
Board meeting the following year. The work of the Audit Committee
is directed by the Audit Committee Charter, which is reviewed and
approved annually by the Board. The Chair of the committee has the
accounting competence required by the Swedish Companies Act
and two of the members are independent from the Company and its
main shareholder. The Audit Committee’s primary task is to support
the Board of Directors in fulfilling its responsibilities in the areas of
auditand internal control, accounting, financial reporting and risk
management as well as to supervise the financial structure and oper-
ations of the Group and approve financial guarantees and new legal
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Aitlas Copco
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* Corporate Governance

Corporate governance, continued

entities, delegated by the Board. The Audit Committee work further
includes reviewing internal audit procedures, monitoring the exter-
nal auditor, considering any inspection findings, review and monitor
the independence of the external auditor, and assist the Nomination
Committee in the selection of the auditor.

During the year, the committee convened five times. Allmembers
were present at these meetings. All meetings of the Audit Commit-
tee have been reported to the Board of Directors and the corre-
sponding Minutes have been distributed to the Board.

The Audit Committee members during 2021 were Staffan
Bohman, Anna Ohlsson-Leijon, Johan Forssell and Hans Straberg.
Staffan Bohman was Chair of the committee until November 2021,
when Anna Ohlsson-Leijon took over as Chair.

6. Remuneration Committee

The Remuneration Committee is elected by the Board at the statu-
tory Board meeting after the Annual General Meeting and until the
statutory Board meeting the following year. The work of the Remu-
neration Committee is directed by the Remuneration Committee
Charter, whichis reviewed and approved annually by the Board. The
Remuneration Committee’s primary task is to propose to the Board
the remuneration to the Presidentand CEO and a long-term incen-
tive plan for key employees. The purpose of a long-term incentive
planisto align the interests of key personnel with those of the share-
holders. The guidelines for executive remuneration in Atlas Copco
aim to establish principles for fair and consistent remuneration with
respect to compensation, benefits, and termination. The base salary
isbased on competence, area of responsibility, experience and per-
formance, while the variable compensation is linked to predeter-
mined and measurable criteria which can be both financial or non-
financial. The guidelines for executive remuneration are reviewed
annually and the Annual General Meeting 2021 approved the guide-
lines forremuneration. Seealso note 5.

The Remuneration Committee had three meetingsin 2021. All
members were present. During the year, the Remuneration Commit-
tee also supported the President and CEQ in determining remunera-
tion to the other members of Group Management. All meetings of
the Remuneration Committee have been reported to the Board
and the corresponding Minutes have been distributed to the Board.

The Remuneration Committee members during 2021 were
Hans Straberg, Chair, Peter Wallenberg Jr, and Staffan Bohman.

THE YEAR IN REVIEW — CORPORATE GOVERNANCE

7. Auditor

9. Group Management

The task of the external auditor is to examine Atlas Copco’s consoli-
dated accountsand annual report, as well as to review the Board and
the CEO’s management of the Company. Atthe AGM 2021 the audit
firm Ernst & Young AB, Sweden, was elected external auditor until
the AGM 2022 in compliance with a proposal from the Nomination
Committee. The principal auditor is Erik Sandstrom, Authorized Pub-
lic Accountant at Ernst & Young AB. At the AGM 2021, Erik Sand-
strom referred to the auditor’s report for the Company and the
Groupinthe annual reportand explained the process applied when
performing the audit. He also recommended adoption of the pre-
sented income statements and balance sheets, discharge of liability
forthe Presidentand CEO and the Board of Directors, and adoption
of the proposed distribution of profits.

8. Internal Audit and Assurance

Internal Auditand Assurance aims to provide independent and
objective assurance on internal control by conducting internal
audits. It reports five times per year to the Audit Committee.
Read more on pages 62-63.

Statement of materiality and significant audiences

Atlas Copco is registered in Sweden and is legally governed by the
Swedish Companies Act (2005:551). This act requires that the Board of
Directors governs the Company to be profitable and create value for
its shareholders. However, Atlas Copco recognizes going beyond this,
extending it to integrating sustainability into its business creating long-
term value for all stakeholders, which is ultimately in the best interest of
the Company, the shareholders and society. The significant stakeholder
audience, as outlined in Atlas Copco’s Business Code of Practice, in-
cludes representatives of society, employees, customers, business
partners and shareholders.

The Business Code of Practice is the central guiding policy for
Atlas Copco, and is owned by the Board of Directors. Its commitment
goes beyond the requirements of legal compliance, to supporting
voluntary international ethical guidelines. These include the United
Nations International Bill of Human Rights, International Labour Orga-
nization’s Declaration on Fundamental Principles and Rights at Work,
the ten principles of the United Nations Global Compact,and OECD’s

Atlas Copco 2021 57

Besides the President and CEO, the Group Management consists of
four business area presidents and four senior vice presidents respon-
sible for the main Group functions; Corporate Communications,
Human Resources, Controlling and Finance, and Legal. The President
and CEQisresponsible for the ongoing management of the Group
following the Board's guidelines and instructions.

Remuneration to Group Management

The guidelines for executive remuneration in Atlas Copco are
reviewed annually by the Board of Directors and presented to the
AGM for approval atleast every fouryears. In 2021, the AGM decided
to adopt the Board's proposal. The remuneration shall consist of
base salary, variable compensation, possible long-term incentives
(personnel options), pension benefits and other benefits. The vari-
able compensation is limited to a maximum percentage of the base
salaryand s linked to predetermined and measurable criteria which
can be financial or non-financial. Non-financial criteria for 2021 has
beentoreduce the Group's CO, emissions. No fees are paid for board
membershipsin Group companies.

Guidelines for Multinational Enterprises. Atlas Copco has employed a
stakeholder-driven approach in order to identify the most material
environmental, human rights, labor and ethical aspects of its business.
These priorities guide how the Group develops and drives its business
strategy, as well asitsroadmap to supportthe UN Sustainable Develop-
ment Goals.

The strategy and fundamentals for growth together with the Group
targets presented on pages 5-7 aim at continuously delivering sustain-
able, profitable growth for the Group. This means an increased eco-
nomicvalue creation and, simultaneously, a positive impact on society
andthe environment, thus creating shared value.

Atlas Copco monitors and voluntarily discloses the progress on
these material financial and non-financial aspects, through an exter-
nally assured, integrated annual report. In addition to the Annual
General Meeting, Atlas Copco also creates engagement opportunities
sothatnon-shareholders can address the Group in various stake-
holder dialogues.
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Administration report
Business areas
Compressor Technique E'
Vacuum Technique Name Hans Straberg Mats Rahmstrém Staffan Bohman Tina Donikowski el
Industrial Technique Position, Born Chair since 2014, born 1957 Board member, President and CEO. Born 1965 Board member, born 1949 Board member, born 1959 ;
stria 3
Power Techniaue Education M.Sc.in Mechanical Engineering, Chalmers MBA from the Henley Management College, B.Sc.in Economics and Business Administra- B.Sc.in Industrial Management from ;
i University of Technology, Gothenburg. the United Kingdom. tion, Stockholm School of Economics and Gannon University, United States. %
Sustainable approach Stanford Executive Program, United States. 8
to delivering value -
Nationality / Elected Swedish /2013 Swedish /2017 Swedish / 2003 American /2017 n
Raising our climate ambition N B B " e . ) - - °
. External memberships Chair of SKF, Roxtec AB, CTEK AB and Anocca Chair of Piab AB. Board member of Wartsila Chair of AB Electrolux, The German-Swedish Board member of Circor International, Inc,

Products and service

AB. Board member of Investor AB and Mellby
Gard AB. Member of The Royal Swedish

QOyj Abp, Finland and the Association of
Swedish Engineering Industries. Member of

Chamber of Commerce, and The Research
Institute of Industrial Economics. Member of

TopBuild, Advanced Energy and Eriez
Manufacturing Co.

People =
<o Academy of Engineering Sciences. The Royal Swedish Academy of Engineering The Royal Swedish Academy of Engineering ﬁ
Safety and well-being Sciences. Sciences. 3
m
Ethics Principal work experience President and CEO for AB Electrolux. Various President and CEO of Atlas Copco AB*. CEO of Sapa AB, Granges AB and Delaval AB. Vice President for Global Locomotive Business, ;
Environment and other information executive positions in the Electrolux Group President of the Atlas Copco Tools and Propulsion Business, Six Sigma Quality Leader, =
based in Sweden and the U.S. EU Co-Chair Assembly Systems General Industry division. and General Manager Aftermarket Sales and >
Risks, risk management and TABD, Trans-Atlantic Business Dialogue. Before he was appointed President and CEO Service, all with GE Transportation. 2
opportunities he was Business Area President for Industrial =
The Atlas Copco share Technique. s
Corporate Governance Attendance
« Board of Directors Board meetings 80f8 80of8 80of8 8of8
- Annual General Meeting Yes Yes No No
Group Management -
- Independence =
Internal control over financial To Atlas Copco and its management ~ Yes No? Yes Yes >
reporting - 2
To major shareholders No*¥ Yes Yes Yes [a)
Fees and holdings E
Total fees 2021, KSEK" 3002 1283 804
13087 class Ashares 10000 class Ashares
Holdings in 25000 class Bshares 5000 class Bshares 40000 class Bshares
Atlas Copco AB? 14651 syntheticshares 258427 employee stock options 2759 syntheticshares 4234 syntheticshares
[e]
-
I
m
=
Board members Benny Larsson Mikael Bergstedt REFERENCES: E
R t d Position: Board member Position: Board member All educational institutions and companies are based in Sweden, unless otherwise stated. g
appointe Born: 1972 Born: 1960 ) See more information on the calculation of fees in note 5. z
by the unions Nationality: Swedish Nationality: Swedish z Holdlmgs as per end 2021, including those of close relatives or legal entities and grant for 2021. ;_>|
Elected: 2018 Elected: 2004 Presidentand C.EO of Atlas CopchB_. 5
Board meetings: 8 o 8 Board meetings: 8 of 8 4 Boar.d member in a company, which isa !arger owner (Investor AB). >
% President and CEO of a company, which is a larger owner (Investor AB).
% Board member of an indirect owner of Atlas Copco AB.
7 Deputy appointed by the union from June 17, 2021.
* Current position.
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Administration report
Business areas
Compressor Technique E'
Vacuum Technique Name Johan Forssell Anna Ohlsson-Leijon Gordon Riske Peter Wallenberg Jr b
. Position, Born Board member, born 1971 Board member, born 1968 Board member, born 1957 Board member, born 1959 2
Industrial Technique J_>|
Power Techniaue Education M.Sc. in Economics and Business B.Sc.in Business Administration and MBA programme at GSBA, Zurich, Switzerland, BSBA Hotel Administration, University of ;
Administration, Stockholm School of Economics from Linképing University. in collaboration with the State University of Denver, United States, and International %)
Sustainable approach Economics. New York, United States, and BBA, Oekreal Bachaloria, American School, Leysin, 8
to delivering value School of Business, Zurich, Switzerland. Switzerland. g
Raising our climate ambition Nationality / Elected Swedish / 2008 Swedish / 2020 American / German / 2020 Swedish /2012 ©

Products and service

External memberships

Board member of EQT AB, Investor AB, Patricia
Industries AB, Wartsila Oyj Abp, Finland, Epiroc

Board member of Schneider Electric.

Member of the Executive Board for the
non-profit Hertie-Stiftung GmbH, Frankfurt,

Chair of Knut and Alice Wallenberg
Foundation, Wallenberg Foundations AB

People
<O AB, Confederation of Swedish Enterprise and Germany, and a Non-Executive Director at and The Grand Group AB. Board member of
Safety and well-being Stockholm School of Economics. Member of The Weichai Power Co., Ltd., Weifang, China. Scania.
Ethics Royal Swedish Academy of Engineering Sciences.
Environment Principal work experience President and CEO of Investor AB*. Managing Head of Business Area Europe, Executive Vice CEO of KION Group AG, Germany. Chairman of President and CEO of The Grand Hotel

Risks, risk management and
opportunities

The Atlas Copco share

Corporate Governance

and other information

Director, Head of Core Investments and member
of the management group of Investor AB.

President, AB Electrolux*. Chief Financial
Officer of AB Electrolux. Other senior positions
within Electrolux, including CFO of Major
Appliances EMEA and Head of Electrolux
Corporate Control & Services. Chief Financial

the Management Board of Linde Material Han-
dling GmbH, Germany, Chairman of the Man-
agement Board of Deutz AG, Germany, Manag-
ing Director of KUKA Roboter GmbH, Germany,
and management positions at KUKA SchweiB-

Holdings, General Manager, The Grand Hotel,
President Hotel Division Stockholm-Saltsjon.

-
I
m
<
m
>
=
2
x
m
s
m
=

Officer of Kimoda. Various positions within anlagen & Roboter GmbH, Germany and KUKA
« Board of Directors PricewaterhouseCoopers. Welding Systems & Robot Corporation, U.S.
Group Management Attendance -
. . . Board meetings 8of8 8of8 8of8 80of8 =
Internal control over financial S
reporting Annual General Meeting No No No No >
Independence g
To Atlas Copco and its management  Yes Yes Yes Yes n
To major shareholders No Yes Yes No ©
Fees and holdings
Total fees 2021, KSEK" 1023 1160 815 909
Holdings in Atlas Copco AB? 11000 class B shares, 6 134 synthetic shares 350 class B shares, 795 synthetic shares 1900 synthetic shares 166 667 class A shares, 6 134 synthetic shares 9|
I
m
=
Board members Thomas Nilsson Helena Hemstrém REFERENCES: i
. e All educational institutions and companies are based in Sweden, unless otherwise stated.
H Position: Deputy t Position: Deputy t '
appomted o eputyto st cputyto ) See more information on the calculation of fees in note 5. 2
Benny Larsson Mikael Bergstedt =
i . . 2 Holdings as per end 2021, including those of close relatives or legal entities and grant for 2021. >
y the unions Born: 1972 Born: 1969 , Hoid 3
Nationality: Swedish Nationality: Swedish President and CEO of Atlas Copco AB. )
Elected: 2021 Elected: 2021 4 Board memberin a company, which is a larger owner (Investor AB). =
Board meetings: 8 of 8 Board meetings: 4 of 87 ° President and CEO of a company, which is a larger owner (Investor AB).
% Board member of an indirect owner of Atlas Copco AB.
7 Deputy appointed by the union from June 17, 2021.
* Current position.
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Group Management

Besides the President and CEO, Group Management consists of four business area executives and four executives responsible for the main Group
functions; Corporate Communications, Human Resources, Controlling and Finance, and Legal.

Mats Rahmstrom

Mats Rahmstrém has held positions in sales,
service, marketing and general management
within the Industrial Technique business area.
He has been President of the Atlas Copco Tools
and Assembly Systems General Industry divi-
sion. Before he was appointed President

and CEO he was Business Area President for
Industrial Technique.

Position: President and CEO
Born: 1965

Education: MBA from the Henley Manage-
ment College, the United Kingdom.

Nationality: Swedish

Employed/In current position since:
1988/2017

External memberships: Chair of Piab AB.
Board member of Wartsila Oyj Abp, Finland,
and the Association of Swedish Engineering
Industries. Member of The Royal Swedish
Academy of Engineering Sciences.
Holdings in Atlas Copco AB "

13 087 class A shares

5000 class B shares

258 427 employee stock options

Vagner Rego

Vagner Rego joined Atlas Copco as a trainee
engineer in S&o Paulo State, Brazil, and was
later appointed Business Line Manager for
Compressor Technique Service. He later be-
came Vice President Marketing and Sales for
the Compressor Technique Service division in
Belgium. Before he was appointed President
of the Compressor Technique Service division,
he was General Manager for Construction
Technique's customer center in Brazil.

Position: Senior Executive Vice President
and Business Area President Compressor
Technique
Born: 1972

Education: Mechanical engineering from
Mackenzie University and an MBA from
Ibmec Business School, both in Brazil.

Nationality: Brazilian

Employed/In current position since:
1996/2017

Holdings in Atlas Copco AB "
4318 class Ashares
82 946 employee stock options

Geert Follens

Geert Follens has held positions in purchasing,
supply chain and general management. He has
served as General Manager of Atlas Copco
Compressor Technique's customer center in the
United Kingdom. Before he became President
of the Vacuum Solutions division he was first
President of the Portable Energy division and
then of the Industrial Air division.

Position: Senior Executive Vice President and
Business Area President Vacuum Technique
Born: 1959

Education: M. Sc. in Electromechanical
Engineering and a post-graduate degree in
Business Economics from the University of
Leuven, Belgium.

Nationality: Belgian

Employed/In current position since:
1995/2017

External memberships: Board member of
SKF.

Holdings in Atlas Copco AB "

4698 class Ashares

53 382 employee stock options

" Holdings as per end 2021 including those held by related natural or legal persons. See note 23 for more information on the option programs and matching shares.

2 In current position since February 1, 2022.

All educational institutions and companies are based in Sweden, unless otherwise indicated.

Henrik EImin

Henrik Elmin joined Atlas Copco as General
Manager for Atlas Copco Tools Customer
Center Nordic in the Industrial Technique
business area. He was later appointed President
of the General Industry Tools and Assembly
Systems division. Before his current position

he was President of the Industrial Technique
Service division.

Position: Senior Executive Vice President and
Business Area President Industrial Technique
Born: 1970

Education: M.Sc. in Mechanical Engineering
from Lund Institute of Technology and an
MBA from INSEAD, France.

Nationality: Swedish

Employed/In current position since:
2007/2017

Holdings in Atlas Copco AB "
4060 class Ashares
93 190 employee stock options

Andrew Walker

Andrew Walker has held several different
management positions in markets including
the United Kingdom, Ireland, Belgium and the
United States. Before his current position, he
was President of the Service division within
Compressor Technique.

Position: Senior Executive Vice President and
Business Area President Power Technique
Born: 1961

Education: M.Sc. in Industrial Engineering
and an MBA, both from University College
Dublin, Ireland.

Nationality: Irish

Employed/In current position since:
1986/2014

Holdings in Atlas Copco AB "

9100 class A shares

95 270 employee stock options
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Industrial Technique

Power Technique

Safety and well-being
Ethics
Environment

Risks, risk management and
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Group Management, continued

Peter Kinnart

Peter Kinnart started his career at Atlas Copco
as business controller at Airpower in Antwerp.
He has held several management positions
within different areas at Atlas Copco in Belgium,
Germany, Spain and Switzerland. Prior to his
current position, he was Vice President Business
Control at Atlas Copco’s Business Area Compres-
sor Technique.

Position: Senior Vice President,

Chief Financial Officer

Born: 1969

Education: Master in Applied Economic Science
and a Master in Commercial Engineering from
the University of Antwerp (UFSIA), Belgium.
Nationality: Belgian

Employed/In current position since:
1993/2021

Holdings in Atlas Copco AB "
700 class A shares
44931 employee stock options

Hakan Osvald

Hakan Osvald has been General Counsel for
Atlas Copco North America Inc. and Chicago
Pneumatic Tool Company in the United States.
He was subsequently appointed Vice President
Deputy General Counsel Atlas Copco Group,
with a special responsibility for acquisitions. Prior
to his current position, he was General Counsel
Operations. Since 2012 he is Senior Vice Presi-
dent General Counsel and Secretary of the Board
of Directors for Atlas Copco AB.

Position: Senior Vice President,
Chief Legal Officer

Born: 1954

Education: Master of Law from Uppsala
University.

Nationality: Swedish

Employed/In current position since:
1985/2012

External memberships: Member of the Board
of Sweden-China Trade Council and the Board of
Djurgérden Hockey.

Holdings in Atlas Copco AB "

6989 class Ashares

2600 class B shares

23203 employee stock options

Cecilia Sandberg

Cecilia Sandberg began her career as Human
Resources consultant for a travel agency.
1999-2007 she held different Human Resources
roles at Scandinavian Airlines and AstraZeneca.
Between 2007 and 2015 Cecilia Sandberg was
Vice President Human Resources for Atlas Copco’s
Industrial Technique business area. Before she
started her current position she was Senior Vice
President Human Resources at Permobil.

Position: Senior Vice President, Chief Human
Resources Officer

Born: 1968

Education: B.Sc. in Human Resources and a
M.Sc. in Sociology from Stockholm University.
Nationality: Swedish

Employed/In current position since:
2017/2017

Holdings in Atlas Copco AB "
2105 class Ashares
30 122 employee stock options

" Holdings as per end 2021, including those held by related natural or legal persons. See note 23 for more information on the option programs and matching shares.

2 In current position since February 1, 2022.

All educational institutions and companies are based in Sweden, unless otherwise indicated.

Sara Hagg Liljedal ?

Sara Hagg Liljedal began her careeras a
journalist working for different Swedish media.
Between 2007 and 2013 she worked as Press
Secretary for the Speaker of the Swedish Parlia-
ment. She has also held roles as a Press and PR
Manager for Swedish investment services com-
panies Swedbank Robur and Skandia. Before
she was appointed Senior Vice President, Chief
Communications Officer, she was Media
Relations Manager for the Atlas Copco Group.

Position: Senior Vice President,
Chief Communications Officer

Born: 1980

Education: BA in Journalism from
Stockholm University.

Nationality: Swedish

Employed/In current position since:
2018/2022

Holdings in Atlas Copco AB "
54 class Ashares
55 class B shares
10 525 employee stock options
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Safety and well-being
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Environment
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opportunities

The Atlas Copco share
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Group Management

¢ Internal control over financial
reporting
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Internal control over financial reporting

This section includes a description of Atlas Copco’s system of internal controls over financial reporting in accordance with the

requirements set forth in the Swedish Code of Corporate Governance and as stipulated by the Swedish Companies Act.

The purpose of well-developed internal controls over financial
reporting is to ensure correct and reliable financial statements and
disclosures.

The basis for the internal control is defined by the overall control
environment. The Board of Directors is responsible for establishing
an efficient system for internal control and governs the work
through the Audit Committee and CEO. Group Management sets
the tone for the organization, influencing the control consciousness
of employees. One key success factor for a strong control environ-
ment lies in ensuring that the organizational structure, decision hier-
archy, corporate values in terms of ethics and integrity as well as
authority to act, are clearly defined and communicated through
guiding documents such as internal policies, guidelines, manuals,
and codes.

The financial reporting accounting policies and guidelines are
issued by Group Management to all subsidiaries, which are followed
up with newsletters and conference calls. Trainings are also held
for complex accounting areas and new accounting policies. The
policies and guidelines detail the appropriate accounting for key
risk areas such as revenues, trade receivables, including bad debt
provisions, inventory costing and obsolescence, accounting for
income taxes (current and deferred), financial instruments and
business acquisitions.

Theinternal control process is based on a control framework that
creates structure for the other four components of the process —risk
assessment, control activities, information and communication as
well as monitoring. The starting point of the process is the frame-
work forinternal controlissued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO), www.coso.org.

ATLAS COPCO’S INTERNAL CONTROL SYSTEM

Risk Control activities
assessment (see next page)

Control environment

Monitoring Information and

(see next page) communication

(see next page)

0 Risk assessment

The company applies different processes to assess and identify

the mainrisks relating to financial reporting misstatements. The
risk assessments are regularly performed to identify new risks and
follow up thatinternal control is adequate to address the identified
risks. The key risk areas for the financial reporting and control activi-
tiesthatarein place to manage therisks are presented in the table
onthe nextpage.
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¢ Internal control over financial
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THE YEAR IN REVIEW — CORPORATE GOVERNANCE

Internal control over financial reporting, continued

KEY FINANCIAL REPORTING RISKS

Revenues are notrecognized in the
appropriate accounting period

! Trade receivables
| arenotappropriately valued

! Inventory is not appropriately valued at
! the lower of cost or netrealizable value

! Income taxes are not accounted for in
i accordance with applicable tax
i legislation

! Business acquisitions and associated
i goodwill aswell asintangible assets are
! notappropriately accounted for

e Control activities
tomanage key financial
reporting risks

Customer contracts are signed at
appropriate level within the Group.

Trade receivables and provisions for
bad debtare appropriately reconciled
i ateachreporting date.

! Inventory countsare performedona
! regular basis.

Tax calculations are prepared and
! reviewed ateach reporting date.

Allbusiness acquisitions are approved
by the Board, CEO or Divisional
i President.

Revenues are disaggregated and
analyzed by type (e.g. goods, services
and rental) and by period at local, divi-
sional, business area and Group level.

! Creditassessments are performed,
i and creditlimits are reviewed on a
i regularbasis.

Inventories are appropriately recon-
i ciled ateachreporting date.

| The effective tax rate for each country
! isanalyzed ateach reporting date by
i Group Tax.

! Purchase price allocations are
| prepared atdivisional level and
. reviewed at Group level.

Revenues for goods shipped are scruti-
nized at period end against shipping
terms and the percentage of comple-
tion for services and projects are
assessed ateach reporting date.

| Provisions for bad debts are made
i according to Group policy.

! Inventory costs are reviewed and
i approved by the divisions.

Compliance with transfer pricing
i policiesismonitored regularly.

! Goodwillimpairment tests are
i prepared atbusiness area leveland
! reviewed at Group level.

Days of sales are analyzed at local, divi-
! sional, business areaand Group level.

Inventory levels and the saleability of
! inventory are assessed at each report-
' ing date together with obsolescence.

Ongoingtax auditsand disputes are
! monitored by Group tax specialists.

e Information and communication

The company hasinformation and communication channels
designed to ensure thatinformation isidentified, captured and
communicated in a form and timeframe that enable managers and
otheremployees to carry out their responsibilities. Reporting
instructions and accounting guidelines are communicated to per-
sonnel concerned through the financial reporting accounting poli-
ciesand guidelines, which are included in the handbook of policies
and guidelines The Way We Do Things, and supported by, for exam-
ple, training programs for different categories of employees. A com-
mon Group reporting system is used to report and consolidate all
financial information.

° Monitoring

Examples of monitoring activities for the financial reporting

e A control self-assessment (CSA) is performed primarily to support

include:

* Management atdivisional, business area and Group level regularly
reviews the financial information and assess compliance to Group
policies.

e The Audit Committee and the Board of Directors regularly review
reports on financial performance of the Group, by business area
and geography.

e Theinternal audit process aims to provide independent and objec-
tive assurance on internal control. Furthermore, the process aims
to serve as a tool for employee professional development and to
identify and recommend leading practices within the Group. Inter-
nal audits are annually planned or initiated by the Group internal
audit function with a risk-based approach. Internal audits are con-
ducted under leadership of Group internal audit staff with audit
team members having diverse functional competencies but
always with expertise in accounting and controlling. The results of
theinternal audits undertaken are regularly reported to the Audit
Committee and to Group Management.

local unit managers to evaluate the status of their control routines
and to address areas forimprovement. One of the areasin the CSA
isinternal control, which includes internal control over financial
reporting. Otherareasinclude legal matters, communication and
branding, and the Business Code of Practice.

The Group has anindependent misconduct reporting system
where employees and other stakeholders can anonymously report
on behavior or actions that are possible violations of laws or of
Group policies, including violations of accounting and financial
reporting guidelines and policies. The reporting system also
includes perceived cases of human rights violation, discrimination
or corruption. The reports are treated confidentially and the per-
son reporting is guaranteed anonymity via an independent third-
party service provider. More information about the grievance
mechanism can be found on page 131.

Inthe compliance process, all managers and allemployees are
requested to sign a statement confirming understanding and
compliance to financial policies, the Business Code of Practice
and applicable laws and regulations.
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Consolidated income statement
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of changes in equity

Consolidated statement
of cash flows

Notes

Parent company

FINANCIAL STATEMENTS

Consolidated income statement

For the year ended December 31

Consolidated statement of comprehensive income

For the year ended December 31

Amounts in MSEK Note 2021 2020 Amounts in MSEK Note 2021 2020
Revenues 4 110912 99787 Profit for the year 18134 14783
Cost of sales -64383 -58607 Other comprehensive income
Gross profit 46529 41180 Items that will not be reclassified to profit or loss

Remeasurements of defined benefit plans 808 93
Marketing expenses -12178 -11334 Income tax relating to items that will not be reclassified -160 -19
Administrative expenses -7 283 -6493 648 74
Research and development expenses -4125 -3762
Other operating income 7 781 270 Items that may be reclassified subsequently to profit or loss
Other operating expenses 7 —201 ~748 Translation differences:
Share of profit in associated companies and joint ventures 14 36 33 —on foreign operations 4571 _6398
Operating profit 4,5,6,16 23559 19146 Hedge of netinvestments in foreign operations -342 673

. o Cash flow hedges -102 27
Financial income 8 243 161

; : Income tax relating to items that may be reclassified 116 211
Financial expenses 8 -392 -482

. s 4243 -5909
Net financial items -149 -321
Other comprehensive income for the year, net of tax 10 43891 -5835
Profit before tax 23410 18825
Total comprehensive income for the year 23025 8948
Income tax expense 9 -5276 -4042 Total comprehensive income attributable to:
Profit for the year 18134 14783 —owners of the parent 23018 8963
—non-controlling interests 7 -15
Profit attributable to:
—owners of the parent 18130 14779
—non-controlling interests 4 4
Basic earnings per share, SEK 11 14.89 12.16
Diluted earnings per share, SEK 11 14.85 12.14
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Aitlas Copco

FINANCIALS
Group
Consolidated income statement

Consolidated statement of
compr ehensive income

Consolidated balance sheet

Consolidated statement
of changes in equity

Consolidated statement
of cash flows

Notes

Parent company

FINANCIAL STATEMENTS

Consolidated balance sheet

Amounts in MSEK Note Dec. 31,2021 Dec. 31,2020 Amounts in MSEK Note Dec. 31,2021 Dec. 31,2020

ASSETS EQUITY Page 64

Non-current assets Share capital 786 786

Intangible assets 12 50348 45840 Other paid-in capital 8557 7855

Rental equipment 13 2342 2241 Reserves 7208 2913

Other property, plant and equipment 13 8991 7889 Retained earnings 51082 41661

Right-of-use assets 22 3244 3261 Total equity attributable to owners of the parent 67 633 53215

Investments in associated companies and joint ventures 14 931 931

Other financial assets 15 965 673 Non-controlling interests 1 319

Other receivables 66 102 TOTAL EQUITY 67 634 53534

Deferred tax assets 9 1790 1484

Total non-current assets 68677 62421 LIABILITIES
Non-current liabilities

Current assets Borrowings 21 20893 21669

Inventories 16 17801 13450 Post-employment benefits 23 3114 3488

Trade receivables 17 21954 18801 Other liabilities 328 278

Income tax receivables 990 969 Provisions 25 1686 1195

Other receivables 18 7419 6007 Deferred tax liabilities 9 2225 1736

Other financial assets 15 847 58 Total non-current liabilities 28246 28366

Cash and cash equivalents 19 18990 11655

Assets classified as held for sale 3 5 5 Current liabilities

Total current assets 68 006 50945 Borrowings 21 3981 2977

TOTAL ASSETS 136683 113366 Trade payables 15159 11202
Income tax liabilities 1893 1367
Other liabilities 24 18144 13987
Provisions 25 1626 1933
Total current liabilities 40803 31466
TOTAL EQUITY AND LIABILITIES 136683 113366

Information concerning assets pledged and contingent liabilities is disclosed in note 26.
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FINANCIALS
Group
Consolidated income statement

Consolidated statement of
comprehensive income

Consolidated balance sheet

Consolidated statement
of changes in equity

Consolidated statement
of cash flows

Notes

Parent company

FINANCIAL STATEMENTS

Consolidated statement of changes in equity

2021

Equity attributable to owners of the parent

Amounts in MSEK Share capital Other paid-in capital Hedging reserve Translationreserve Retained earnings Total Non-controlling interests Total equity
Opening balance, Jan. 1 786 7855 59 2854 41661 53215 319 53534
Profit for the year 18130 18130 4 18134
Other comprehensive income for the year -83 4323 648 4888 3 4891
Transfer of reserves 55 =55 - -
Total comprehensive income for the year -83 4378 18723 23018 7 23025
Dividend -8889 -8889 -8889
Acquisition of series A shares -416 -416 -416
Divestment of series A shares 702 748 1450 1450
Change of non-controlling interests =511 =511 -325 -836
Share-based payment, equity settled:

—expense during the year 212 212 212
—exercise option -446 -446 -446
Closing balance, Dec. 31 786 8557 -24 7232 51082 67 633 1 67 634

2020 Equity attributable to owners of the parent

Amounts in MSEK Share capital Other paid-in capital Hedging reserve Translation reserve Retained earnings Total Non-controlling interests Total equity
Opening balance, Jan. 1 786 7622 40 8764 36019 53231 59 53290
Profit for the year 14779 14779 4 14783
Other comprehensive income for the year 19 -5910 75 -5816 -19 -5835
Total comprehensive income for the year 19 -5910 14854 8963 -15 8948
Dividend -8506 -8506 -8506
Acquisition of series A shares -1097 -1097 -1097
Divestment of series A shares 230 590 820 820
Divestment of series B shares 3 - 3 3
Change of non-controlling interests -157 -157 275 118
Share-based payment, equity settled:

—expense during the year 158 158 158
—exercise option -200 -200 -200
Closing balance, Dec. 31 786 7855 59 2854 41661 53215 319 53534
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Aitlas Copco

FINANCIALS
Group
Consolidated income statement

Consolidated statement of
compr ehensive income

Consolidated balance sheet

Consolidated statement
of changes in equity

Consolidated statement
of cash flows

Notes

Parent company

FINANCIAL STATEMENTS

Consolidated statement of cash flows

For the year ended December 31

For the year ended December 31

Amounts in MSEK Note 2021 2020 Amounts in MSEK Note 2021 2020
Cash flows from operating activities Cash flows from investing activities
Operating profit 23559 19146 Investments in other property, plant and equipment 13 -1970 -1459
Adjustments for: Sale of other property, plant and equipment 93 39
Depreciation, amortization and impairment 12,13,22 5466 5189 Investments in intangible assets 12 —1389 -1337
Capital gain/loss and other non-cash items -73 746 Acquisition of subsidiaries -2334 -13583
Operating cash surplus 28952 25081 Divestment of subsidiaries -7 -
Net financial items received/paid 459 244 Investment in other financial assets, net -514 54
Taxes paid -5211 -4531 Net cash from investing activities -6121 -16 286
Pension funding and payment of pension to employees -330 —-340
Cash flow before change in working capital 23870 20454 Cash flows from financing activities
Ordinary dividend -8889 -8506
Changein: Acquisition of non-controlling interest -823 -216
Inventories -3381 535 Repurchase of own shares -416 -1097
Operating receivables -2786 1208 Divestment of own shares 1450 823
Operating liabilities 5923 423 Borrowings 1471 2407
Change in working capital -244 2166 Repayment of borrowings -1522 -729
Increase in rental equipment -510 -486 Settlement of CSA " -440 -79
Sale of rental equipment 36 70 Payment of lease liabilities 22 -1154 -1155
Net cash from operating activities 23152 22204 Net cash from financing activities -10323 -8552
Net cash flow for the year 6708 -2634
Cash and cash equivalents, Jan. 1 11655 15005
Net cash flow for the year 6708 -2634
Exchange-rate difference in cash and cash equivalents 627 -716
Cash and cash equivalents, Dec. 31 19 18990 11655

" Credit Support Annex, see note 27.
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HAitlas Copco

FINANCIALS

Group

* Notes

FINANCIAL STATEMENTS — NOTES

1. Significant accounting principles, critical accounting estimates and judgements

SIGNIFICANT ACCOUNTING PRINCIPLES

The consolidated financial statements comprise Atlas Copco AB, the Parent
Company (“the Company”), and its subsidiaries (together “the Group” or Atlas
Copco) and the Group'sinterest in associated companies and joint ventures.
Atlas Copco ABis headquarteredin Nacka, Sweden.

Basis of preparation

The consolidated financial statements have been preparedin accordance with
International Financial Reporting Standards (IFRS) asendorsed by the EU. The
statements are also prepared in accordance with the Swedish recommenda-
tion RFR 1 “Supplementary Accounting Rules for Groups” and applicable state-
mentsissued by the Swedish Financial Reporting Board. These require certain
additional disclosures for Swedish consolidated financial statements prepared
inaccordance with IFRS.

The accounting principles set out below have been consistently applied to all
periods presented, unless otherwise stated, and for all entities included in the
consolidated financial statements. The annual report for the Group and for
Atlas Copco AB, including financial statements, was approved for issuance on
March 2,2022. The balance sheets and income statements are subject to
approval by the Annual General Meeting of the shareholders on April 26, 2022.

Basis of consolidation

The consolidated financial statements have been preparedin accordance with
the acquisition method. Accordingly, business combinations are seen asif the
Group directly acquires the assets and assumes the liabilities of the entity
acquired. The consolidated income statements and balance sheets of the Group
include all entities in which the Company, directly orindirectly, has control.

Control exists when the Company has power over the entity, is exposed, or
hasrights, to variable returns from its involvement with the entity and has the
ability to use its power to affectits returns. Generally, control and hence con-
solidationis based on ownership. In a few exceptions, consolidation is based
on agreements that give the Group control over an entity. See note A22 for
information on the Group's subsidiaries.

Intra-group balances and internalincome and expense arising fromintra-
group transactions are fully eliminated in preparing the consolidated financial
statements. Gains and losses arising from intra-group transactions that are
recognized in assets, such asinventory and fixed assets, are eliminated in full,
butlosses only to the extent that there is no evidence of impairment.

Business combinations

Atthe acquisition date, i.e. the date on which control is obtained, each identifi-
able assetacquired and liability assumed is recognized at its acquisition-date
fairvalue. The consideration transferred, measured at fair value, includes
assets transferred by the Group, liabilities to the former owners of the acquiree
andthe equityinterestsissued by the Group in exchange for control of the
acquiree. Any subsequent changein such fair value is recognized in profit or
loss, unless the contingent consideration is classified as equity. Transactions
costs thatthe Group incurin connection with a business combination are
expensed asincurred.

Goodwillis measured as the excess of the sum of the consideration trans-
ferred, the amount of any non-controlling interests in the acquiree, and the
fairvalue of the Group's previously held equity interestin the acquiree (if any)
over the net of acquisition-date fair value amounts of the identifiable assets
acquired and liabilities assumed.

Non-controlling interest s initially measured either

e atfairvalue,or

e atthenon-controllinginterest’s proportionate share of the fair value of
identifiable netassets.

Subsequent profit orloss attributable to the non-controlling interest is allo-

cated tothe non-controlling interest, even if it puts the non-controlling inter-

estin adeficit position. Acquisitions of non-controlling interests are recog-

nized as a transaction between equity attributable to owners of the parent

and non-controlling interests. The difference between consideration paid and

the proportionate share of netassets acquired is recognized in equity. For

details on the acquisitions made during the year, see note 2.

Associated companies and joint ventures

An associate is an entity in which the Group has significantinfluence, but not
control, overfinancial and operating policies. When the Group holds 20-50%
of the voting power, itis presumed that significantinfluence exists, unless oth-
erwise demonstrated. Ajointventureis an entity over which the Group has
joint control, through contractual agreements with one or more parties.
Investments in associated companies and joint ventures are reported accord-
ing to the equity method. This means that the carrying value of interestsin an
associate or joint venture corresponds to the Group's share of reported equity
of the associate or joint venture, plus any goodwill, and any other remaining
fairvalue adjustments recognized at acquisition date.

“Share of profitin associated companies and joint ventures”, included in the
income statement, comprises the Group's share of the associate’s and joint ven-
ture’sincome after tax adjusted forany amortization and depreciation, impair-
mentlosses, and other adjustments arising from any remaining fair value
adjustments recognized atacquisition date. Dividends received from an associ-
ated company orjointventure reduce the carrying value of the investment.

Unrealized gains and losses arising from transactions with an associate ora
jointventure are eliminated to the extent of the Group'sinterest, but losses
onlytothe extentthat thereisno evidence of impairment of the asset. When
the Group's share of lossesin an associate or ajoint venture equals or exceeds
itsinterestin the associate or joint venture, the Group does not recognize fur-
therlosses unless the Group hasincurred obligations or made payments on
behalf of the associate.

Functional currency and foreign currency translation

The consolidated financial statements are presented in Swedish krona (SEK),
whichis the functional currency for Atlas Copco AB and also the presentation
currency for the Group's financial reporting. Unless otherwise stated, the
amounts presented are in millions Swedish krona (MSEK).

Transactionsin foreign currencies are translated at the foreign exchange
rate ruling atthe date of the transaction. Non-monetary items carried at his-
torical cost are reported using the exchange rate at the date of the transaction
and non-monetary items carried at fair value are reported at the rate that
existed when the fairvalues were determined. Tangible and intangible assets,
inventory and advanced payments are examples of non-monetary items.

Receivables and liabilities and other monetary items denominated in foreign
currencies are translated using the foreign exchange rate at the balance sheet
date. The exchange rate gains and losses related to receivables and payables
and other operating receivables and liabilities areincluded in “Other operating
income and expenses” and foreign exchange rate gains and losses attributable
to otherfinancial assets and liabilities are included in “Financialincome and
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expenses”. Exchange rate differences on translation to functional currency are

reportedin “Other comprehensiveincome” in the following cases:

e translation of afinancial liability designated as a hedge of the netinvest-
mentin aforeign operation,

¢ translation of intra-group receivables from, or liabilities to, a foreign opera-
tion thatin substanceis part of the netinvestmentin the foreign operation,

o cashflowhedges of foreign currency to the extent that the hedgeis
effective.

Inthe consolidation, the balance sheets of foreign subsidiaries are translated

to SEK using exchange rates at the end of the reporting period and the income

statements are translated at the average rates for the reporting period. For-

eign exchange differences arising on such translation are recognized in “Other

comprehensiveincome” and are accumulated in the currency translation

reserve in equity. Exchange rates for major currencies that have been used for

the consolidated financial statements are shown in note 27.

Segment reporting

An operating segmentis a component of the Group that engages in business
activities from which it may earn revenue and incur expenses, and for which
discrete financial information is available. The operating results of all operating
segments are reviewed regularly by the Group’s Presidentand CEO, the chief
operating decision maker, to make decisions about allocation of resources to
the segments and also to assess their performance. See note 4 for additional
information.

Revenue recognition

Revenue is recognized atan amount that reflects the expected and entitled
consideration for transferring goods and/or services to customers when
control has passed to the customer.

Goodssold

Revenue from goods sold are recognized at one pointin time when control of
the good has been transferred to the customer. This occurs for example when
the Group has a present right to payment for the good, the customer has legal
title of the good, the good has been delivered to the customer and/or the cus-
tomer has the significant risks and rewards of the ownership of the good.

When the goods sold are highly customized and an enforceable right to
payment is present, revenue is recognized over time using the proportion of
costincurred to date compared to estimated total cost to measure the prog-
ress towards complete satisfaction of that performance obligation and
thereby transferring the control of the good to the customer.

Installation services are sold together with the good or separately. The
Group assesses the contract atinception, and the installation service is either
considered as part of the performance obligation of the sale of the good or as
aseparate performance obligation. The installation serviceis a separate per-
formance obligation when the customer can benefit from the service eitheron
its own or together with other resources readily available and the promise to
transfer the service to the customeris separately identifiable from other prom-
isesinthe contract.

For buy-back commitments where the buy-back price is lower than the orig-
inal selling price but there isan economicincentive for the customer to use the
buy-back commitment option, the transaction isaccounted for as a lease.
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Aitlas Copco

FINANCIALS

Group

* Notes

FINANCIAL STATEMENTS - NOTES

1. Significant accounting principles, critical accounting estimates and judgements, continued

Variable consideration

Some contracts with customers provide a right of return, trade discounts or
volume rebates. If revenue cannot be reliably measured, the Group defers rev-
enue untilthe uncertainty is resolved. Such liabilities are estimated at contract
inception and updated thereafter.

Rights of return

When a contract with a customer provides aright to return the good within a
specified period, the Group accounts for the right of return using the expected
value method. The amount of revenue related to the expected returnsis
deferred and recognized in the statement of financial position within “Other
liabilities”. A corresponding adjustmentis made to the cost of sales and recog-
nized in the statement of financial position within “Inventories”.

Rendering of service

Revenue from service is recognized over time by reference to the progress towards
satisfaction of each performance obligation. The progress towards satisfaction of
each performance obligation is measured by the proportion of costincurred to
date comparedto estimated total cost of each performance obligation.

Where the outcome of a service contract cannot be estimated reliably, reve-
nueis recognized to the extent of costincurred that are expected to be recov-
erable. Whenitis probable that total contract costs will exceed total revenue,
the expected loss is recognized as an expense immediately. When the value of
the service performed to the customer corresponds directly to the right to
invoice for that service, revenue is recognized to the amount invoiced.

Specialty rental

Income from specialty rental is recognized on a straight-line basis over the
rental period. The specialty rental business is considered to be a service as this
includes a complete solution to the customers to fulfill the customer needs.
Sale of equipment from the specialty rental business is recognized as revenue
when the control of the asset has been transferred to the buyer. Indicators of
transfer of controlis explained under “Goods sold” see page 66. The carrying
value of the specialty rental equipment sold is recognized as cost of sales.
Investmentsin and sales of specialty rental equipment are included in cash
flows from operating activities.

Contract assets and contract liabilities

The timing of revenue recognition, billings and cash collections results in billed
account receivables, unbilled receivables (contract assets), and customer
advances and deposits (contract liabilities) in the consolidated balance sheet.
Billing occurs either as work progresses in accordance with agreed-upon con-
tractual terms, upon achievement of contractual milestones or when the con-
trol of the goods has been transferred to the customer. The Group sometimes
receives advances or deposits from customers, before revenue is recognized,
resulting in contract liabilities. These contract assets and contract liabilities are
reported in the consolidated balance sheet, in “Other receivables” or “Other
liabilities”, on a contract-by-contract basis at the end of each reporting period.
Payment terms range from contract to contract and are dependent upon the
agreement with the customer.

Practical expedients
The Group has elected to apply the following practical expedients:
Forthe disclosure of the aggregate amount of the transaction price allocated

to the performance obligations that are unsatisfied (or partially unsatisfied) at

the end of the reporting period, the Group does not disclose the value related

to the following expedients:

¢ theperformance obligation thatis part of the contract that has an original
expected duration of one year or less, and

¢ theentity hasarightto consideration froma customerinanamountthat
corresponds directly with the value to the customer of the entity’s perfor-
mance completed to date.

Forincremental cost of obtaining the contract, the Group uses the practical expe-

dientof recognizing the incremental costas an expense if the amortization period

of the asset, that otherwise would have been recognized, is one year or less.

Other operating income and expenses

Gains andlosses on disposals of an item of non-current tangible and intangi-
ble assets are determined by comparing the proceeds from disposal with the
carrying amount. See note 7 for additional information.

Government grants

Governmentgrants are recognized when there is reasonable assurance that
the Group will comply with the conditions attached to the grants and that the
grantswill be received. Government grants related to expenses are recog-
nizedin theincome statement as a deduction of the associated expenses. If the
grants cannot be allocated to an associated expense, government grants are
recognized in “Other operatingincome”. Government grants related to assets are
recognized asadeductionin arriving at the carryingamount of the assetand rec-
ognized asrevenue over the useful life of the asset through a reduction of the
depreciation expense. See note 7 for additional information.

Financial income and expenses

Interestincome and interest expenses are recognized in profit or loss using the
effective interest rate method. Dividend income is recognized in profit or loss
onthedate thatthe Group'sright to receive paymentis established. See note 8
foradditional information.

Income taxes

Income taxes include both current and deferred taxes. Income taxes are

reported in profitorloss unless the underlying transaction is reported in

"Other comprehensiveincome” orin “Equity”, in which case the corresponding

taxis reported according to the same principle.

A currenttaxliability or assetis recognized for the estimated taxes payable
orrefundable forthe currentyear or prior years.

Deferred taxis recognized using the balance sheet liability method. The cal-
culation of deferred taxes is based on differences between the values reported
inthe balance sheet and theirvaluation for taxation, which are referred to as
temporary differences, and the carry forward of unused tax losses and tax
credits. Temporary differences attributable to the following assets and liabili-
tiesare not provided for:

e theinitial recognition of goodwill,

¢ theinitial recognition (other thanin business combinations) of assets or lia-
bilities that affect neither accounting nor taxable profit,

o differences related toinvestmentsin subsidiaries, associated companies
and jointventuresto the extent that they will probably not reverse in the
foreseeable future, and for which the Company is able to control the timing
of thereversal of the temporary differences.
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Adeferred tax assetis recognized only to the extent thatitis probable that
future taxable profits will be available against which the asset can be utilized.
Inthe calculation of deferred taxes, enacted or substantively enacted tax rates
are used for the individual taxjurisdictions.

Currentand deferred tax assets and liabilities are offset when thereis a
legally enforceable right to set off current tax assets against current tax liabili-
tiesand when they relate to income taxes levied by the same taxation author-
ityand the Group intends to settleits current tax assets and liabilities on a net
basis. For details regarding taxes, see note 9.

Earnings per share

Basic earnings per share are calculated based on the profit for the year attribut-
ableto owners of the parent and the basic weighted average number of shares
outstanding. Diluted earnings per share are calculated based on the profit for
theyear attributable to owners of the parent and the diluted weighted aver-
age number of shares outstanding. Dilutive effects arise from stock options
thataresettledin shares, or that at the employees’ choice can be settled in
shares or cash in the share-based incentive programs.

Stock options have a dilutive effect when the average share price during the
period exceeds the exercise price of the options. When calculating the dilutive
effect, the exercise priceis adjusted by the value of future services related to
the options. If options for which employees can choose settlementin shares or
cash are dilutive, the profit for the yearis adjusted for the difference between
cash-settled and equity-settled treatment of options and the more dilutive of
cash settlementand share settlementis used in calculating earnings per share.
Seenote 11 for more details.

Intangible assets

Goodwill

Goodwillis recognized at cost, as established at the date of acquisition of a
business (see “Business combinations”), less accumulated impairment losses, if
any. Goodwill is allocated to the cash-generating units (CGU) that are expected
to benefit fromthe synergies of the business combination. Impairment testing
ismade atleastannually and whenever the needisindicated. Theimpairment
testis performed at the level on which goodwillis monitored for internal man-
agement purposes. The four business areas of Atlas Copco’s operations have
beenidentified as CGUs. Goodwillis reported as anintangible asset with indef-
inite useful life.

Technology-based intangible assets
Expenditure on research activities is expensed as incurred. Research projects
acquired as part of business combinations are initially recognized at their fair
value atthe acquisition date. Subsequent to initial recognition, these research
projects are carried at cost less amortization and impairment losses. Expendi-
ture on development activities are expensed as incurred unless the activities
meet the criteria for being capitalizedi.e.:
¢ theproductorprocess being developed is estimated to be technically
and commercially feasible, and
¢ the Group hastheintentand ability to complete and sell or use the
productor process.
The expenditure capitalized includes the cost of materials, direct labor, and
other costs directly attributable to the project. Capitalized development
expenditureis carried at cost less accumulated amortization and impairment
losses. Amortization related to research and development expenditure for
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Aitlas Copco

FINANCIALS

Group

* Notes

FINANCIAL STATEMENTS - NOTES

1. Significant accounting principles, critical accounting estimates and judgements, continued

2021 amountedto 1028 (975). This has been reported as part of research and
development costs in the income statement since the Group follows up on
theresearch and development function asawhole.

Trademarks

Trademarks acquired by the Group are capitalized based on their fair value at
the time of acquisition. Certain trademarks are estimated to have an indefi-
nite useful life and are carried at cost less accumulated impairment losses.
They are tested atleast annually forimpairment. Other trademarks, which
have finite useful lives, are carried at cost less accumulated amortization and
impairment losses.

Marketing and customer related intangible assets

Acquired marketing and customer related intangibles are capitalized based
ontheir fair value at the time of acquisition and are carried at cost less accu-
mulated amortization and impairment losses.

Otherintangible assets

Acquired intangible assets relating to contract-based rights, such as licenses
orfranchise agreements, are capitalized based on their fair value at the time
of acquisition and carried at cost less accumulated amortization and impair-
mentlosses. Expenditure oninternally generated goodwill, trademarks and
similaritemsis expensed asincurred. Changes in the Group'sintangible assets
during theyear are described in note 12.

Property, plant and equipment

Items of property, plantand equipment are carried at cost less accumulated
depreciation and impairmentlosses. Cost of an item of property, plantand
equipment comprises purchase price, importduties, and any cost directly
attributable to bringing the asset to the location and condition for use. The
costalsoincludes dismantlementand removal of the asset in the future if
applicable. Borrowing cost for assets that need a substantial period of time to
getready fortheirintended use are included in the cost value until the assets
are substantially ready for their use or sale and are thereafter depreciated
over the useful life of the asset. The Group capitalizes costs on initial recogni-
tion and on replacement of significant parts of property, plantand equip-
mentifitis probable that the future economic benefits embodied will flow to
the Group and the cost can be measured reliably. All other costs are recog-
nized as an expense in profit orloss when incurred. Changes in the Group’s
property, plantand equipment during the year are described in note 13.

Rental equipment

The rental fleetis comprised of diesel and electric powered air compressors,
generators, airdryers, and to a lesser extent general construction equipment.
Rental equipmentis initially recognized at cost and is depreciated over the
estimated useful lives of the equipment. Rental equipmentis depreciated to a
residual value estimated at 0-10% of cost.

Depreciation and amortization

Depreciation and amortization are calculated based on cost using the
straight-line method over the estimated useful life of the asset. Parts of prop-
erty, plantand equipment with a cost thatis significant in relation to the total
costof theitem are depreciated separately when the useful lives of the parts
do not coincide with the useful lives of other parts of the item. The following
useful lives are used for depreciation and amortization:

Technology-basedintangible assets 3-15years
Trademarks with finite lives 5-15years
Marketing and customer related intangible assets 5-15years
Buildings 25-50years
Machinery and equipment 3-10vyears
Vehicles 4-5years
Computer hardware and software 3-10years
Rental equipment 3-8years

The useful lives and residual values are reassessed annually. Land, assets under
construction, goodwill, and trademarks with indefinite lives are not depreci-
ated oramortized.

Leases

Group as lessee

Recognition of a lease

Uponinitiation, contracts are assessed by the Group, to determine whethera
contractis, or contains a lease. If the contract conveys the right to control the use
of anidentified asset for a certain period of time in exchange for consideration,
thenitis or contains alease. The right to control the use of anidentifiable asset is
assessed by the Group based uponif thereis anidentifiable asset, if the Group has
the right to obtain substantially all economic benefits from the use of the asset
andifthe Group has theright to steer the use of the asset. The Group has elected
to separate the non-lease components and apply anumber of practical expedi-
entswith regard to short-term leases and leases for which the underlying asset s
oflowvalue. In cases where the Group acts asan intermediate lessor, itaccounts
foritsinterestsinthe head-lease and the sub-lease separately.

Measurement of a right-of-use asset and lease liability
Right-of-use asset
On commencement date, the Group measures the right-of-use asset at cost,
whichincludes the following: the initial amount of the lease liability adjusted for
any lease payments made at or before the commencement date, lessany lease
incentives received and any initial direct costsincurred by the Group as well asan
estimate of costs to be incurred by the Group in dismantling and removing the
underlying asset, restoring the site on whichitis located or restoring the under-
lying asset to the condition required by the lease contract. Cost for dismantling,
removing or restoring the site on which itis located and/or the underlying asset
isonly recognized when the Group incurs an obligation to do so.
Theright-of-use assetis depreciated over the lease term, using the straight-
line method. Changesinthe Group's right-of-use asset during the yearis
describedinnote 22.

Lease liability

On commencement date, the lease liability is measured at the present value of
the unpaid lease payments, discounted using the interest rate implicitin the
lease, orif the rate cannot be readily determined, the Group's incremental bor-
rowing rate. Lease paymentsincludedin the lease liability comprise of fixed
payments, variable lease payments thatdepend onanindex orarate, amounts
to be paid underaresidual value guarantee and lease paymentsin an optional
renewal period if the Group is reasonably certain to exercise an extension
option aswell as penalties for early termination of a lease, if the Group is rea-
sonably certain to terminate early. If thereis a purchase option present, this will
beincluded ifthe Groupis reasonably certain to exercise the option.
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The lease liability is measured at amortized cost by using the effective interest
rate method. Foradditional information see note 21.

Short-term leases and leases for which the underlying asset is of low value
The Group has elected to apply recognition exemptions for short-term leases
and leases for which the underlying asset is of low value, for example office
equipmentsuch as printersand computers. Lease payments associated with
thoseleasesarerecognized as an expense on a straight-line basis over the
lease term.

Group as a lessor

Atinception of alease contract, the Group assess whetherthe lease is a finance
lease oran operating lease. If the lease transfers substantially all of the risks
and rewards incidental to ownership of the asset, itis considered to be a
financelease; if not, itis an operating lease. Under finance leases where the
Group acts as lessor, the transaction is recognized as a sale and a lease receiv-
able, comprising the future minimum lease payments and any residual value
guaranteed to the Group. Lease payments are recognized as repayment of the
lease receivable and interestincome. In cases where the Group acts as a lessor
under an operating lease, the lease payments are included in profit or losson a
straight-line basis over the term of the lease.

In cases where the Group acts as anintermediate lessor, it accounts forits
interestsinthe head-lease and the sub-lease separately. The Group assesses
thelease classification of a sub-lease with reference to the right-of-use asset
arising from the head-lease.

Impairment of non-financial assets

The carrying values of the Group’s non-financial assets are reviewed at least at
eachreporting date to determine whether there is any indication of impair-
ment. If any such indication exists, the Group estimates the recoverable
amount of the asset. Animpairment loss is recognized if the carrying amount
of anassetorits cash-generating unit (CGU) exceeds its recoverable amount
(i.e.the greater of fair value less costs to sell and value in use). In assessing the
valuein use, the estimated future cash flows are discounted to their present
value using a discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset or CGU. For the purpose of
assessing impairment, assets are grouped in CGUs, which are the smallest
identifiable groups of assets that generate cash inflows that are largely inde-
pendent of the cash inflows from other assets or group of assets. Impairment
losses are recognized in profit or loss. Animpairment loss related to goodwill is
notreversed. In respect of other assets, impairmentlossesin prior periods are
reviewed for possible reversal of the impairment at each reporting date.

Inventories

Inventories are valued at the lower of costand net realizable value. Net realiz-
ablevalueisthe estimated selling price for inventories less all estimated costs
of completion and costs necessary to make the sale. Inventories are recognized
according to the first-in, first-out principle and includes the cost of acquiring
inventories and bringing them to their existing location and condition. Inven-
tories manufactured by the Group and work in progress include an appropri-
ate share of production overheads based on normal operating capacity. Inven-
tories are reported net of deductions for obsolescence and internal profits aris-
ing in connection with deliveries from the production companies to the cus-
tomer centers. See note 16 for more details.
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1. Significant accounting principles, critical accounting estimates and judgements, continued

Equity

Sharesissued by the company are classified as equity. Incremental costs
directly attributable to the issue of ordinary shares and share options are
recognized as a deduction from equity, net of any tax effect.

When Atlas Copco shares are repurchased, the amount of the consideration
paidis recognized as a deduction from equity net of any tax effect. Repur-
chased shares are classified as treasury shares and are presented as a deduc-
tion from total equity. When treasury shares are sold or subsequently reissued,
the amountreceived isrecognized as an increase in equity and the resulting
surplus or deficit on the transaction is transferred to or from Other paid-in
capital.

Supply chain financing

The Group and Banks, with close relations to Atlas Copco, offer suppliers the
opportunity to use a supply chain financing scheme (SCF) which allows them
to be paid earlier than the invoice due date. The Group evaluates supplier
arrangements againsta number of indicators to assess if the payable contin-
uesto hold characteristics of a trade payable or should be classified as borrow-
ings; these indicatorsinclude whether the payment terms exceed customary
paymenttermsin the industry. These transactions have been recognized as
either "Account payables” or “Borrowings” in the Group’s balance sheetand as
"Changein operating liabilities” or change in “Borrowings” or “Repayment of
borrowings” in the statement of cash flows.

Provisions

Provisions are recognized:

e whenthe Group hasalegal or constructive obligation asaresultofa
pastevent,

e jtisprobablethatthe Group will have to settle the obligation, and

¢ theamountofthe obligation can be estimated reliably.

The amountrecognized as a provision is the best estimate of the consideration

required to settle the present obligation at the balance sheet date.

If the effect of the time value of money is material, the provision is determined
by discounting the expected future cash flows of estimated expenditures.

Provisions for product warranties are recognized as cost of sales at the time
the products are sold based on the estimated cost using historical data for level
of repairsand replacements.

Arestructuring provision is recognized when the Group has approved a
detailed and formal restructuring plan and the restructuring has either com-
menced or been announced publicly.

Presentobligations arising under onerous contracts are recognized as pro-
visions. An onerous contract is considered to exist where the Group has a con-
tract under which the unavoidable costs of meeting the obligations under the
contract exceed the economic benefits expected to be received from the con-
tract. Before a provision is established, the Group recognizes any impairment
loss on the asset associated with the contract. For details on provisions see
note 25.

Post-employment benefits

Post-employment benefit plans are classified either as defined contribution or
defined benefit plans. Under a defined contribution plan, the Group pays fixed
contributions into a separate entity and will have no legal or constructive obli-
gation to pay furtheramountsif the fund does not hold sufficient assets to pay
allemployee benefits. Contributions to defined contributions plans are

expensed when employees provide services entitling them to the contribution.

Other post-employment benefit plans are defined benefit plansand itis the
Group's obligation to provide agreed benefits to current and former employ-
ees. The netobligation of defined benefit plansis calculated by estimating the
amount of future benefits thatemployees have earned in return for their ser-
vicesin currentand prior periods. The amountis discounted to determine its
presentvalue and the fairvalues of any plan assets are deducted. Funded plans
with netassets, i.e. plans with assets exceeding the commitments, are
reported as financial non-current assets.

The cost for defined benefit plans s calculated using the Projected Unit
Credit Method, which distributes the cost over the employee’s service period.
The calculationis performed annually by independent actuaries using actuarial
assumptions such as employee turnover, mortality, future increase in salaries
and medical cost. Changesin actuarial assumptions, experience adjustments of
obligations and changesin fairvalue of plan assets resultin remeasurements
and arerecognizedin “Other comprehensive income”. Each quarter aremea-
surementis performed to adjust the present value of pension liabilities and the
fairvalue of pension assets against “Other comprehensive income”. Net interest
on defined benefitobligations and plan assetsis reported as “Interestincome”
or"Interest expense”. See note 23 for additional information.

Share-based compensation

The Group has share-based incentive programs, consisting of share optionsand
share appreciation rights, which have been offered to certain employees based
on position and performance. Additionally, the Board is offered synthetic
shares.

Thefairvalue of share options that can only be settled in shares (equity-
settled)is recognized asan employee expense with a correspondingincreasein
equity. The fairvalue, measured at grant date using the Black-Scholes formula,
isrecognized as an expense over the vesting period. The amount recognized as
anexpense is adjusted to reflect the actual number of share options that vest.

The fairvalue of the share appreciation rights, syntheticshares, and
options with a choice foremployees to settle in shares or cashis recognizedin
accordance with principles for cash-settled share-based payments. Thevalue s
recognized asan employee expense with a corresponding increase in liabili-
ties. The fairvalue, measured at grant date and remeasured at each reporting
date using the Black-Scholes formula, isaccrued and recognized as an expense
overthevesting period. Changesin fair value are, during the vesting period
and after the vesting period until settlement, recognized in profitorlossasan
employee expense. The accumulated expense recognized equals the cash
amount paid at settlement.

Social security charges are paidin cash and are accounted for in consistence
with the principles for cash-settled share-based payments, regardless of
whether they are related to equity- or cash-settled share-based payments.
See note 23 for details.

Financial assets and liabilities - financial instruments

Recognition and derecognition

Financial assets and liabilities are recognized when the Group becomes a party
to the contractual provision of the instrument. Transactions of financial assets
are accounted for attrade date, which is the day when the Group contractually
commitsto acquire or dispose of the assets. Trade receivables are recognized
onissuance of invoices. Liabilities are recognized when the other party has
performed and thereis a contractual obligation to pay. Derecognition, fully or
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partially, of afinancial asset occurs when the rights in the contract have been
realized or matured, or when the Group no longer has control over it. Afinan-
cialliability is derecognized, fully or partially, when the obligation specified in
the contractis discharged or otherwise expires. A financial asset and a financial
liability are offsetand the netamount presented in the balance sheet when
thereisalegal rightto offset the recognized amounts and thereis anintention
to either settle on a net basis or to realize the asset and settle the liability simul-
taneously.

Gains and losses from derecognition and modifications are recognized in
profitorloss.

Measurement of financial instruments
Financial instruments are classified at initial recognition. The classification
decidesthe measurement of the instruments.

Classification and measurement of financial assets
Equity instruments: are classified at fair value through profit or loss (FVTPL).

Derivative instruments: are classified at FVTPL, unless they are classified as a
hedginginstrumentand the effective part of the hedgeis recognized in “Other
comprehensiveincome”.

Debtinstruments: the classification of financial assets that are debtinstru-
ments, including hybrid contracts, is based on the Group’s business model for
managing the assets and the asset's contractual cash flow characteristics. The
instruments are classified at:

* amortized cost,

e fairvalue through "Other comprehensive income” (FVOCI), or

e fairvaluethrough profitorloss (FVTPL).

Financial assets atamortized cost are at initial recognition measured at fair
valueincluding transaction costs. After initial recognition, they are measured at
amortized cost using the effective interest rate method. Assets classified at
amortized cost are held under the business model of collecting the contractual
cash flows that are solely payments of principal and interest on the principal
amountoutstanding. The assets are subject to a loss allowance for expected
creditlosses.

Fairvalue through “Other comprehensive income” (FVOCI) are assets held
under the business model of both selling and collecting the contractual cash
flows thatare solely payments of principal and interest on the principal amount
outstanding. Financial instruments in this category are recognized at fair value
atinitial recognition and changesin fair value are recognized in “Other compre-
hensiveincome” (OCl) until derecognition, when the amountsin OCl are reclas-
sified to profit orloss. The assets are subject to a loss allowance for expected
creditlosses.

Fairvalue through profit orloss (FVTPL) are all other debtinstruments that
are not measured atamortized cost or FVOCI. Financial instruments in this cat-
egory are recognized at fair value atinitial recognition and changes in fair
value are recognizedin profitorloss.

Classification and measurement of financial liabilities

Financial liabilities are classified atamortized cost, except derivatives. Financial
liabilities at amortized cost are atinitial recognition measured at fair value
including transaction costs. After initial recognition, they are measured at the
effective interest rate method.
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Derivatives are classified at FVTPL, unless they are classified as a hedging
instrument and the effective part of the hedge is recognized in “Other
comprehensiveincome”.

Fairvalue for financial assets and financial liabilities is determined in the
manner described in note 27.

Impairment of financial assets

Financial assets, except those classified at fair value through profitand loss
(FVTPL), are subject toimpairment for expected credit losses. In addition, the
impairment model applies to contract assets, loan commitments and financial
guarantees thatare not measured at FVTPL. The IFRS 9 expected credit loss (ECL)
modelisforward looking and aloss allowance is recognized when thereisan
exposure to credit risk, usually at first recognition of an asset or receivable. The
ECL reflects the presentvalue of all cash shortfalls related to default events either
overthe following 12 months or over the expected life of a financial instrument,
depending onthetype of assetand on the credit deterioration from inception.
The ECLreflects an unbiased, probability-weighted outcome that considers mul-
tiple scenarios based on reasonable and supportable forecasts.

The simplified modelis applied on trade receivables, lease receivables, con-
tract assets and certain other financial receivables. A loss allowance is recog-
nized over the expected lifetime of the receivable or asset. For other items sub-
jectto ECL, the impairment model with a three-stage approach is applied. Ini-
tially, and at each reporting date, a loss allowance will be recognized for the
following 12 months, or a shorter time period depending on the time to matu-
rity (stage 1). If it has been a significantincrease in credit risk since origination,
aloss allowance will be recognized for the remaining lifetime of the asset
(stage 2). Forassets that are considered as creditimpaired, allowance for credit
losses will continue to capture the lifetime expected credit losses (stage 3). For
creditimpaired receivables and assets, the interest revenue s calculated based
onthe carryingamount of the asset, net of the loss allowance, rather than its
gross carryingamountasin previous stages.

Inthe respective model applied, the measurement of ECL is based on differ-
entmethods for different credit risk exposures. For trade receivables, contract
assets and certain other financial receivables, the method is based on historical
loss rates in combination with forward looking considerations. Lease receiv-
ables, certain other financial receivables and cash and cash equivalent are
impaired by a rating method, where ECL is measured by the product of the
probability of default, loss given default, and exposure at default. Both external
creditagencies rating and internally developed rating methods are applied.

The measurement of ECL considers potential collaterals and other credit
enhancementsin the form of guarantees.

The financial assets are presented in the financial statements at amortized
cost, i.e. netof gross carrying amount and the loss allowance. Changes in the
loss allowance is recognized in profit or loss, asimpairment losses within the
line costof sales.

Derivatives and hedge accounting

Derivatives are initially recognized at fair value on the date a derivative con-
tractisenteredinto and are subsequently measured at fair value. The method
of recognizing the resulting gain or loss depends on whether the derivative is
designated as ahedging instrument, and if so, the nature of the item hedged.
Changesin fair value for derivatives that do not fulfill the criteria for hedge
accounting are recognized as operating or financial transactions based on the
purpose of the use of the derivative. Interest payments for interest rate swaps

arerecognized as interestincome or expense, whereas changes in fair value of
future payments are presented as gains or losses from financial instruments.
IFRS 9 Hedge accountingis applied. In order to qualify for hedge accounting
the hedging relationship must be:

o formallyidentified and designated,

o expectedto fulfil the effectiveness requirements, and

e documented.

The Group assesses, evaluates, and documents effectiveness both athedge
inception and on an ongoing basis. Hedge effectivenessis assessed by an anal-
ysis of the economic relationship between the hedged item and the hedging
instrument, and the effect of credit risk must not dominate the value changes’
thatresult from thateconomicrelationship. Further, the hedge ratio, as
definedinthe Group’s risk management strategy, must be the same in the
hedging relationship asin the actually hedge performed.

Cash flow hedges: Changes in the fair value of the hedging instrument are rec-
ognizedin “Other comprehensive income” to the extent that the hedge is
effective and the accumulated changesin fair value are recognized as a sepa-
rate componentin equity. Gains or losses relating to the ineffective part of
hedges are recognized immediately in profit or loss.

The amount recognized in equity through “Other comprehensive income”
isreversed to profit or loss in the same period in which the hedged item affects
profitorloss. When the hedged forecast transaction results in the recognition
of anon-financial asset or a non-financial liability, the amount previously rec-
ognized in other comprehensive income and accumulated in equity is trans-
ferred from equity and included in the initial measurement of the cost of the
non-financial asset or liability. The Group uses foreign currency forwards to
hedge part of the future cash flows from forecasted transactions in foreign
currencies. Interest rate swaps can also be used as cash flow hedges for hedg-
inginterest on borrowings with variable interest.

Hedge of netinvestments in foreign operations: The Group hedges a substan-
tial part of netinvestmentsin foreign operations. Changesin the value of the
hedgeinstrumentrelating to the effective portion of the hedge are recog-
nized in “Other comprehensive income” and accumulated in equity. Gains or
losses relating to the ineffective portion are recognized immediately in profit
orloss. On divestment of foreign operations, the gain or loss accumulated in
equity is recycled through profit or loss, increasing or decreasing the profit or
loss on the divestment. The Group usesloans and forward contracts as hedg-
inginstruments.

Accounting for discontinuation of hedges: Hedge accounting may not be

voluntarily discontinued. Hedge accounting is discontinued:

¢ whenthe hedginginstrumentexpires orissold, terminated, or exercised,

e whenthereisnolongeraneconomicrelationship between the hedged
itemand the hedging instrument or the effect of credit risk dominates the
value changes that result from the economicrelationship, or

¢ whenthe hedge accounting nolonger meets the risk management
objectives.

For cash flow hedges, any gain orloss recognized in “Other comprehensive

income"” and accumulated in equity at the time of hedge discontinuation

remains in equity and is recognized when the forecast transaction is ultimately

recognized in profit orloss. When a forecast transactionis no longer expected

to occur, the gain or loss accumulated in equity is recognized immediately in
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profitorloss. For netinvestment hedges, any gain and loss recognized in “Other
comprehensiveincome” and accumulated in equity at the time of hedge dis-
continuation remainsin equity until divestment of foreign operations, when
the gain orloss accumulated in equity is recycled through profit or loss.

Assets held for sale

Assets are classified as held for sale if their value, within one year, will be
recovered through a sale and not through continued use in the operations.
On the reclassification date, assets and liabilities are measured at the lower
of fair value less selling expenses and the carrying amount. Gains and losses
recognized on remeasurement and disposal are reported in profit or loss. In
the balance sheet assets held for sale and associated liabilities are reported
separately, the comparative period is not affected.

Contingent liabilities

A contingent liability is a possible obligation or a present obligation that arises
from past events thatis not reported as a liability or provision, due either to that
itis not probable that an outflow of resources will be required to settle the obli-
gation or thatasufficiently reliable calculation of the amount cannot be made.

New or amended accounting standards in 2021
The following new oramended IFRS standards have been applied by the
Group from 2021, with none, or no material impact on the Group.

Leases Covid-19 Related Rent Concessions beyond 30 June 2021
(Amendmentto IFRS 16)

The amendment provided relief to lessees from applying IFRS 16 guidance on
lease modification accounting for rent concessions arising as a direct conse-
quence of the Covid-19 pandemic. As a practical expedient, alessee may elect
notto assess whethera Covid-19 related rent concession from alessoris alease
modification. Alessee that made this election accounted for any changein
lease payments resulting from Covid-19 related rent concession in the same
way as it would account for the change under IFRS 16 if the change was nota
lease modification. The IASB extended the period of application of the practi-
cal expedienttoJune 30,2022.

Interest Rate Benchmark Reform — Phase 2 (Amendmentsto IFRS 9,

IAS 39, IFRS 7, IFRS 4 and IFRS 16)

The amendmentsto IFRS 9introduce a practical expedient if a modification of
contractual cash flows of a financial asset or a financial liability is necessary as a
direct consequence of the IBOR reform and occurs on an “economically equiv-
alent” basis. In those cases, changes will be accounted for by updating the
effectiveinterestrate. The amendments to IFRS 16 introduce a similar practical
expedientwhen accounting for lease modifications required by the IBOR
reform. The practical expedient allows a remeasurement of the lease liability
by using the revised discount rate. The amount of the remeasurement s recog-
nized as an adjustment to the right-of-use asset.

Configuration or Customization Costs in a Cloud Computing Arrangement
(IAS38)

In April 2021, International Financial Reporting Interpretations Committee
(IFRS1C) published an agenda decision on accounting for cloud computing
costs. The new guidance addresses configuration and customization costson a
supplier'sapplicationina cloud arrangement. The agenda decision should be
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applied retrospectively and implies that depending on facts and circum-
stances, some costs should be recognized as operating expenses when the
work is performed. The new guidance is not expected to have any significant
effectonthe Group.

New or amended accounting standards effective after 2021

The following standards, interpretations, and amendments have beenissued
butwere not effective as of December 31,2021 and in some cases had not
been adopted by the EU. The Group has not applied the new standards, inter-
pretations oramendments. The currentassessmentis that these amendments
will have none or no material effect on the Group.

Reference to the Conceptual Framework (Amendment to IFRS 3)

The amendments mainly relate to updated referencesin IFRS 3 asa conse-
quence of previous amendments in the Conceptual Framework. Further, a new
exceptionisintroduced for obligations and contingent liabilities within the
scope of IAS 37 and IFRIC 21. Finally, the amendment adds an explicit state-
mentthatan acquirer should not recognize any contingentassets acquiredina
business combination. The amendments are effective for business combina-
tions for which the date of acquisitionis on or after January 1,2022.

Proceeds before Intended Use (Amendmentto IAS 16)

The amendments clarify that any proceeds from selling items produced before
the property, plantand equipmentis available for use, shall not be deducted
from the cost of that property, plantand equipment. Consequently, an entity
recognizes such sales proceeds and related costsin profitor loss. The amend-
ments also clarify the meaning of ‘testing whether an asset is functioning
properly’and thatIAS 2 Inventoriesis applicable for measuring those costs to
proceed. The amendments are effective forannual periods beginning on or
afterJanuary 1,2022.

Onerous Contracts— Cost of Fulfilling a Contract (Amendment to IAS 37)
The amendments specify that the ‘cost of fulfilling’ a contract comprises both
incremental costs of fulfilling that contract and an allocation of other costs
that relate directly to fulfilling that contract. The amendments apply to
contracts for which the entity has not yet fulfilled all its obligations at the
beginning of the annual reporting period in which the entity first applies the
amendments. Comparatives are not restated. The amendments are effective
forannual periods beginning on or after January 1,2022.

Annual Improvements to IFRS Standards 2018-2020 (Amendments to

IFRS 1,1FRS 9, IFRS 16 and IAS 41)

Theamendmentsto IFRS 9 clarify which liabilities that shall be included in apply-

ing the 10 per cent test’ to assess whether to derecognize a financial liability.
The amendments toillustrative example 13 accompanying IFRS 16 remove

the textrelated to reimbursement of leasehold improvements. The other

Annual Improvements related to IFRS 1 and IAS 41 are notimpacting the

Group. The amendments are effective forannual periods beginning on or after

January 1,2022.

IFRS 17 Insurance Contracts

IFRS 17 establishes the principles for the recognition, measurement, presenta-
tion, and disclosure of insurance contracts and supersedes IFRS 4 Insurance
Contracts. Some contracts that have not been within the scope of IFRS 4, may

be applicable within the scope of IFRS 17 and therefore the Group isinvestigat-
ing the possible effects of IFRS 17. The Group has a wholly owned captive.
Intra-group transactions are eliminated upon consolidation. The reinsurance
contracts that the captive holds with the third-party reinsurer are not reinsur-
ance contracts according to the definition within IFRS 17, instead the Group is
the policyholderin thatrelationship. Hence, the contracts are notin scope of
IFRS 17.1FRS 17 also outlines that some fixed fee service contracts can meet the
definition of insurance contracts. If specified conditions are met, the Group
however can choose to apply IFRS 15 instead of IFRS 17 to such contracts that it
issues. IFRS 17 is effective for annual reporting periods beginning on or after
January 1,2023.The Group's current estimate is that IFRS 17 will have no mate-
rial effect. The Group is still assessing the effect of IFRS 17 and will continue to
assess the effect during 2022.

Classification of Liabilities as Current or Noncurrent (Amendmentto IAS 1)
Theamendmentsto IAS 1 affect the presentation of liabilities as currentor
non-currentin the statement of financial position. The classification of liabili-
tiesas current or non-current should be based on rights thatare in existence at
the end of the reporting period. The classification is unaffected by expecta-
tions about whether an entity will or will not exercise its right to defer settle-
ment of a liability. The amendments are applied retrospectively forannual
periods beginning on or after January 1,2023.

Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS

Practice Statement 2)

The amendments change the requirementsin IAS 1 regarding disclosure of
accounting policies. Theamendments replace the term ‘significant accounting
policies’ with ‘material accounting policy information’. Accounting policy
information is material if, when considered together with otherinformation
includedin anentity’s financial statements, it can reasonably be expected to
influence decisions that the primary users of general purpose financial state-
ments make on the basis of those financial statements. Amendments to IAS 1
also clarify that accounting policy information that relates to immaterial trans-
actions, other events or conditionsisimmaterial and need not be disclosed.
Accounting policy information may be material because of the nature of the
related transactions, other events or conditions, even if the amounts areimma-
terial. Further, the guidance and examples have been developed to explain
and demonstrate the application of the materiality criteria on disclosures of
accounting policy information described in IFRS Practice Statement 2. The
amendmentsto IAS 1 are effective for annual periods beginning on or after
January 1,2023. The amendments to IFRS Practice Statement 2 do not contain
an effective date or transition requirements.

Definition of Accounting Estimates (Amendment to IAS 8)

The amendmentsto IAS 8 include a change to the definition of accounting
estimates. Under the new definition, accounting estimates are “monetary
amountsin financial statements that are subject to measurement uncer-
tainty”. The definition of a change in accounting estimates was deleted and
the concept of changesin accounting estimates in the Standard has been clari-
fied. The amendments are effective for annual periods beginning on or after
January 1,2023.

Deferred Tax related to Assets and Liabilities arising from a

Single Transaction (Amendmentto IAS 12)

The amendmentsintroduce an exception from the initial recognition of
deferred tax foratransaction that gives rise to an asset or liability, if certain cri-
teriaare met. The amendments clarify that the exceptionis not applicable for
transactions that give rise to equal taxable and deductible temporary differ-
ences. This may for example arise upon recognition of a lease liability and the
corresponding right-of-use asset applying IFRS 16 at the commencement date
of alease. Another example may be provisions for estimated future costs of
dismantling, removal and restoration, recognized as part of Property, plant
and equipment. The amendments are applied retrospectively forannual
periods beginning on or after January 1,2023.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial reports requires management’s judgementand
the use of estimates and assumptions that affects the amounts reportedin
the consolidated financial statements. These estimates and associated
assumptions are based on historical experience and various other factors that
are believed to be reasonable under the prevailing circumstances. Actual
result may differ from those estimates. The estimates and assumptions are
reviewed on an on-going basis. Changesin accounting estimates are recog-
nized in the period which they are revised in and in any future periods
affected.

The estimates and the judgements which, in the opinion of management,
aressignificantto the underlyingamountsincluded in the financial reports
and for which there is asignificant risk that future events or new information
could entail a change in those estimates orjudgements are as follows:

Revenue recognition
Key sources of estimation uncertainty
Revenue for services and for highly customized goods where an enforceable
right of paymentis present is recognized over time in profit or loss by refer-
ence to the progress towards satisfaction of the performance obligation at
the balance sheet date. The progress towards satisfaction is determined by
the proportion of costincurred to date compared to the estimated total cost
of each performance obligation. There is always an uncertainty if the total
estimated expenditure s correctly calculated, and if the expenditure incurred
reflects accurately the actual costs incurred, which means that there is uncer-
tainty in the estimates of the degree of completion of the work performed.
Management has assessed this method of determining the progress towards
satisfaction of the performance obligation as most suitable asit reflects the
progression of work performed, and the enforceable right of payment from
the customer as the costs are incurred on the performance obligations.
Revenue for goods sold is recognized in profit orloss at one pointin time
when control of the good has been transferred to the customer.

Accounting judgement

Management'sjudgementis used, forinstance, when assessing:

e thedegree of progress towards satisfaction of the performance obligations
andthe estimated total costs for such contracts when revenue is recog-
nized over time, to determine the revenue and cost to be recognized in the
current period, and whether any losses need to be recognized,
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1. Significant accounting principles, critical accounting estimates and judgements, continued

e ifthe controlhasbeentransferred to the customer (forexample the Group
has a present right to payment for the good, the customer has legal title of
the good, the good has been delivered to the customerand/or the customer
has the significant risks and rewards of the ownership of the good), to deter-
mine if revenue and cost should be recognized in the current period,

e thetransaction price of each performance obligation when a contract
includes more than one performance obligation, to determine the revenue
and cost to berecognizedinthe current period,

e certain contracts which include aright of return and/or volume rebates
that give rise to variable consideration, variable consideration is assessed to
identify possible constrains, and

e thecustomercreditrisk (i.e. the risk that the customer will not meet the
payment obligation), to determine and justify the revenue recognizedin
the current period.

Impairment of goodwiill, other intangible assets and other
long-lived assets
Key sources of estimation uncertainty
Goodwilland certain trademarks are notamortized but are subject to annual
tests forimpairment. Otherintangible assets and other long-lived assets are
amortized or depreciated based on management’s estimates of the period
thatthe assets will generate revenue butare also reviewed regularly forindica-
tions of impairment.

Theimpairmenttests are based on a review of the recoverable amount,
whichis estimated based on management's projections of future cash flows
using internal business plans and forecasts.

Accounting judgement

Assetimpairment requires management’s judgement, particularly in

assessing:

¢ whetheran eventhasoccurred that may affect asset values,

¢ whetherthe carryingvalue of an asset can be supported by the net present
value of future cash flows, which are estimated based upon the continued
use of the assetin the business,

o theappropriate assumptionsto be applied in preparing cash flow
projections, and

¢ thediscounting of these cash flows.

Changing the assumptions selected by managementto determine the level, if

any, ofimpairment could affect the financial position and results of operation.

Seenote 12.

Deferred taxes

Key sources of estimation uncertainty

Deferred tax assets are recognized for temporary differences between the car-
rying amounts for financial reporting purposes of assets and liabilities and the
amounts used for taxation purposes and for tax loss carry-forwards. The
Group recognizes deferred tax assets based upon management'’s estimates of
future taxable profitin different taxjurisdictions. The actual results may differ
fromthese estimates, due to change in the business climate and change in tax
legislation. See note 9.

Inventory

Accounting judgement

The Group valuesinventory at the lower of historical cost, based on the first-in,
first-out basis, and netrealizable value. The calculation of net realizable value

involves management’s judgement on the estimated sales prices, over-stock
articles, outdated articles, damaged goods, and selling costs. If the estimated
netrealizable value is lower than cost, a valuation allowance is established for
inventory obsolescence. See note 16 for additional information.

Leases

Key sources of estimation uncertainty

When the Group cannot readily determine the interest rate implicitin the
lease, it usesincremental borrowing rate (IBR) to measure lease liabilities. The
IBRistherate of interest that the Group would have to pay to borrow over simi-
larterms which requires estimations when no observable rates are available.
The Group estimates the IBR by using market interest rates and adjusting with
entity specificestimates such as currency and country risk.

Accounting judgement

The Group has several lease contracts thatinclude extension options. The

Group appliesjudgementin evaluating the lease term, it considers all facts and

circumstances that create an economicincentive to exercise an extension

option. Extension options are onlyincluded inthe lease termif the lease is rea-
sonably certain to be extended. For leases of premises, the following factors
are normally the most relevant:

e ifanyleaseholdimprovements are expected to have a significant remaining
value, the Group is typically reasonably certain to extend.

e otherwise, the Group considers other factorsincluding historical lease
durations and the costs and business disruption required to replace the
leased asset.

Therenewal periods for leases of offices and warehouse premises with exten-

sion options exceeding 10to 15 years are notincluded as part of the lease term

asthese are notreasonably certain to be exercised. In addition, renewal
options for leases of motor vehicles are not part of the lease term because the

Group typically leases motor vehicles for not more than three to five years and,

hence, is not exercising any renewal options.

Afterthe commencement date, the Group reassesses the lease term if there
isasignificanteventor changein circumstances thatis within its control and
affectsits ability to exercise the option to renew. Refer to note 22 forinforma-
tion on potential future rental payments relating to extension options that are
notincludedinthelease term.

Trade and financial receivable

Key sources of estimation uncertainty:

The Group measure the expected credit losses on financial assets classified at
amortized costincluding trade and financial receivables, lease receivables and
contractassets. The expected credit losses for trade receivables and contract
assetsare an assessment of specificloss provisions corresponding to individu-
ally significant exposures as well as historical loss rates in combination with for-
ward looking considerations. The expected creditlosses for lease receivables
and financial receivables are an assessment that reflects an unbiased, proba-
bility-weighted outcome based on reasonable and supportable forecasts.

Accounting judgement:

Management's judgement considers rapidly changing market conditions. An
overlay controlis performedto ensure that an adequate loss allowance is rec-
ognized. Additional informationisincludedin section “Credit risk” in note 27.
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Pension and other post-employment benefit valuation assumptions
Key sources of estimation uncertainty
Pensions and other post-employment obligations are dependenton the
assumptions established by managementand used by actuariesin calculating
such amounts. The key assumptionsinclude discount rates, inflation, future
salaryincreases, mortality rates, and healthcare-cost trend rates. The actuarial
assumptions are reviewed on an annual basis and are changed whenitis
deemed appropriate.

See note 23 foradditional information regarding assumptions used in the
calculation of pension and post-employment obligations.

Legal proceedings and tax claims

Accounting judgement

Atlas Copco recognizes a liability when the Group has an obligation from a
pasteventinvolving the transfer of economic benefits and when a reasonable
estimate can be made of what the transfer mightbe. The Group reviews out-
standing legal cases regularly in order to assess the need for provisionsin the
financial statements. These reviews consider the factors of the specific case by
internallegal counsel and through the use of outside legal counsel and advi-
sorswhen necessary. The financial statements may be affected to the extent
that management’s assessments of the factors considered are not consistent
with the actual outcome.

Additionally, the legal entities of the Group are frequently subject to audits
by tax authorities in accordance with standard practice in the countries where
the Group operates. Ininstances where the tax authorities have a different
view on how tointerpret the tax legislation, the Group makes estimates as to
the likelihood of the outcome of the dispute, as well as estimates of potential
claims. The actual results may differ from these estimates.

Warranty provisions

Key sources of estimation uncertainty

Provisions for product warranties should cover future commitments for the
salesvolumes already realized. Warranty provisions are complex accounting
estimates due to the variety of variables which are included in the calculations.
The calculation methods are based on the type of products sold and historical
datafor level of repairs and replacements. The underlying estimates for
calculating the provision are reviewed at least quarterly as well as when new
products are introduced or when other changes occur which may affect the
calculation. See note 25.

Acquisitions

Key sources of estimation uncertainty

The Group performs purchase price allocations related to business combina-
tions. Purchase prices are allocated to the underlying acquired assets and liabili-
ties based on their estimated fair value at the time of the acquisition. Fair value is
commonly based onvaluation models. The valuation methods rely on various
assumptions, such as estimated future cash flows, remaining economic useful
life etc. The determination of the fair value requires the Group to apply assump-
tionsand estimates. These canvary fromthe actual outcomes. See note 2.
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2. Acquisitions

The following summarizes the acquisitions during 2021 and 2020:

Number of
Acquisitiondate Country Businessarea Revenues" employees’
2021 Dec. 10 Provac Limited Ireland Vacuum Technique 2 11
2021 Nov.9 ST.E.R.L.srl(STERI) Italy Compressor Technique 2 19
20210ct. 19 Eugen Theis GmbH Germany Vacuum Technique 2 4
2021 Sep. 28 AEP France Compressor Technique 2 8
2021 Aug. 31 NATEV GmbH Germany Industrial Technique 5 10
2021 Aug.5 CPCPumps International Inc. Canada Compressor Technique 385 110
2021Jun.24 Airflow Compressors & Pneumatics Ltd (Airflow) United Kingdom Compressor Technique 2 16
2021Jun. 14 Compressed Air Systems, Inc. (CAS) US.A. Compressor Technique 2 30
2021 May 31 ARPUMA regel-und fordertechnische Gerdate GmbH Germany Vacuum Technique 41 14
2021 May 25 Medigas Service & Testing Co. Inc. US.A. Compressor Technique 23 6
2021 May 10 MidState Air Compressor US.A. Compressor Technique 2 15
2021 May 3 Eco Steam and Heating Solutions Netherlands Power Technique 198 23
2021 Apr.7 IBVCVacuum, S.L.U. Spain Vacuum Technique 2 10
2021 Mar. 3 Cooper Freer Ltd United Kingdom Compressor Technique 2 18
2021Jan. 26 DGM SRL Italy Compressor Technique 2 21
2021Jan.7 Ehrler & Beck GmbH Germany Vacuum Technique 2 15
2021Jan.5 Kawalek Kompressoren Germany Compressor Technique 2 10
2020 Dec. 31 Purification Solutions LLC U.S.A.etc. Compressor Technique 242 60
2020 Dec. 21 Perceptron U.S.A.etc. Industrial Technique 516 300
2020Sep.2 MEDGAS-Technik GmbH Germany etc. Compressor Technique 126 80
2020 Aug.4 iTrap (the technology and operating assets) Germany Vacuum Technique 2 4
2020 Aug. 4 THN Druckluftand Produktions GmbH & Co. KG Germany Compressor Technique 2 15
2020Jun. 24 ISRAVISION AG Germany etc. Industrial Technique 1619 800
2020Jun.5 Ovity Air Comprimé France Compressor Technique 2 8
2020 Feb. 28 DekkerVacuum Technologies, Inc. US.A. Vacuum Technique 217 70
2020 Feb. 27 Dr. Gustav Gail Drucklufttechnik GmbH Germany Compressor Technique 2 10
2020Jan. 22 M.C. Schroeder Equipment Co., Inc. US.A. Vacuum Technique 2 8
2020Jan. 16 Hydra Flow West US.A. Compressor Technique 2 7
2020Jan.3 Scheugenpflug AG Germany etc. Industrial Technique 850 600

" Annual revenues and number of employees at the time of acquisition.

2 Former distributor of Atlas Copco products. No revenues are disclosed for former Atlas Copco distributors.

With exception of the acquisition of Eco Steam and Heating Solutions in 2021
and of ISRAVISION (92.19% of shares acquired) in 2020, all acquisitions were
made through the purchase of 100% of shares and voting rights or through
the purchase of the net assets of the acquired operations. The remaining
shares of ISRAVISION was acquired in 2021, see note 20. The Group received
control over the operations upon the date of closing the acquisition. In the
case of Eco Steam and Heating Solutions, the majority of the shares were
acquired, and the terms of the transaction provide Atlas Copco a present own-
ership interestin the remaining shares. Non-controlling interest has therefore
not beenrecognized. No equity instruments have beenissued in connection
with the acquisitions. All acquisitions have been accounted for using the
acquisition method.

The amounts presented in the following tables detail the recognized
amounts aggregated by business area, as the relative amounts of the individ-
ual acquisitions are not considered significant, except for ISRAVISION in 2020
whichis disclosed separately. The fair values related to intangible assets other
than goodwill are amortized over 5-15 years. For more information about the
valuation of contingent consideration, see note 27. The Group is in the process
of reviewing the final values for certain of the recently acquired businesses. No
adjustments are expected to be material. Adjustments related to the acquisi-
tionsmade in 2020 are included in the following tables.
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2. Acquisitions, continued

Compressor Technique Recognizedvalues Vacuum Technique Recognizedvalues Industrial Technique Recognizedvalues
2021 2020 2021 2020 2021 2020
Intangible assets 881 210 Intangible assets 118 194 Intangible assets 43 4818
Property, plantand equipment? 147 36 Property, plantand equipment? 18 25 Property, plantand equipment? 14 478
Otherassets 240 141 Otherassets 32 88 Otherassets -245 2486
Cashand cash equivalents 72 48 Cashand cash equivalents 22 1 Cashand cash equivalents - 426
Interest-bearing liabilities and borrowings -84 -78 Interest-bearing liabilities and borrowings -18 -14 Interest-bearing liabilities and borrowings - -686
Otherliabilities and provisions -419 -112 Other liabilities and provisions -57 -33 Other liabilities and provisions 81 -2300
Netidentifiable assets 837 245 Netidentifiable assets 115 261 Netidentifiable assets -107 5222
Goodwill 1075 185 Goodwill - 122 Non-controllinginterests 13 -334
Total consideration 1912 430 Total consideration 115 383 Goodwill 111 8389
Deferred consideration -1 -33 Deferred consideration -31 -6 Total consideration 17 13277
Cashand cash equivalents acquired -72 -48 Cash and cash equivalents acquired -22 -1 Deferred consideration -8 7
Net cash outflow 1839 349 Net cash outflow 62 376 Cash and cash equivalents acquired - -426
Net cash outflow 9 12858

" Includesright-of-use assets.

In May, the Compressor Technique business area acquired the operating assets
of Medigas Service & Testing Co. Inc. The company services, sells, verifies, and
installs piped medical and laboratory gas equipment and systems and is based
in Ronkonkoma, New York State, U.S.A. The acquisition is expected to further
strengthen and expand Atlas Copco s support to both healthcare and labora-
tory customersin the strategic New York area. Intangible assets of 9 were
recorded on the purchase.

In August, CPC Pumps International Inc., based in Burlington in Ontario,
Canadawas acquired. The company specializesin the design, manufacturing,
and servicing of custom-engineered, mission critical centrifugal pumps. The
acquisition of CPC Pumps adds complementary assets to Atlas Copco’s portfo-
lioandis expected to strengthen the Company’s market position. Intangible
assets of 624 and goodwill of 1062 were recorded on the purchase. The good-
willis not deductible for tax purposes.

In addition, the business area acquired eight distributors during the year. In
January, Kawalek Kompressoren, located in Germany and DGM SRL, located in
Italy, were acquired. Cooper Freer Ltd and Airflow Compressors & Pneumatics
Ltd, both located in the United Kingdom, were acquired in March and June
respectively. The operating assets of MidState Air Compressors and the oper-
ating assets of Compressed Air Systems, Inc., both located inthe U.S.A. were
acquired in May and June respectively. French AEP was acquired in September
andfinallyin November, Italian S.T.E.R.I. srl was acquired. The acquisitions are
expectedtoincrease Atlas Copco’s presence in their respective markets. In
total, intangible assets of 248 were recorded on the purchases.

Minor adjustments were madein the year related to the acquisitionsin
2020.

" Includes right-of-use assets.

In May, the Vacuum Technique business area acquired ARPUMA regel- und
férdertechnische Gerate GmbH, located in Kerpen, Germany. The companyisa
highly specialized vacuum systems and solutions provider for the chemical and
pharmaceuticalindustry. The customer base is in Germany, and the company
serves big chemical process customers. Arpuma’s systems are installed glob-
ally and the acquisition is expected to enable Atlas Copco to grow the systems
and solutions business within the chemical and pharmaceutical industry.
Intangible assets of 38 were recorded on the purchase.

In addition, the business area acquired four distributors during the year.
Ehrler and Beck GmbH and Eugen Theis GmbH, both based in Germany were
acquired in January and October respectively. In April, IBVC Vacuum, S.L.U,
located in Madrid, Spain, was acquired. Finally, Provac Limited, located in
Wexford, Ireland, was acquired in December. The acquisitions are expected to
increase Atlas Copco’s presence in their respective markets. In total, intangible
assets of 62 were recorded on the purchases.

Minor adjustments were made in the year related to the acquisitions in
2020.

" Includesright-of-use assets.

In August, the Industrial Technique business area acquired the assets of NATEV
GmbH. The company s located in Borken, in north-western Germany, and spe-
cializesin position solutions for assembly tools used in industrial production.
NATEV develops systems for real-time positioning and imaging solutionsin
close cooperation with key customers in the automotive industry. Products
include hardware and software used to monitor and error proof defined pro-
duction steps linked to the tightening processes. Through NATEV's solutions,
Atlas Copco expects to be able to expand the offering of positioning solutions.
Thisisanimportant technology to enable flexible productionin line with the
Industry 4.0 vision. Intangible assets of 16 were recorded on the purchase.

Some adjustments related to the 2020 acquisitions of ISRA VISION and Per-
ceptron were madein 2021. For ISRAVISION, the changes were mainly related
to inventories, receivables and related deferred tax and resulted in anincrease
of goodwill with 149.
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FINANCIAL STATEMENTS - NOTES
| 2. Acquisitions, continued
Power Technique Recognized values Total fair value of Group recognized values The goodwill recogmzed on aquiSitiohs is primarily relat.ed .to the synergies
I acquired assets and expectedto be achieved fromintegrating these companies into the Group'’s
2021 2020 liabilities [E existing structure. z
. 2021 2020 VISION ? —
Intangible assets 107 - . The total consideration for all acquisitions was 2 589 (14 089). Deferred con- =
Property, plantand equipment " 271 _5 Intangible assets 1149 5222 4151 siderationincludes both deferred consideration not yet paid for acquisitions 8
Property, plantand equipment " 450 534 211 made in 2021 and settlement of deferred consideration for acquisitions made c
Otherassets 35 -7 ! o - s}
: Other non-current assets 21 16 10 in prioryears. Forall acquisitions, the net cash outflow totaled 2 334 (13 583) =
FINANCIALS Cash and cash equivalents 73 - - after deducting cash and cash equivalents acquired of 167 (475). g
Interest-bearing liabilities and borrowings -122 - Inventories -83 907 368 Acquisition-related costsamounted to 25 (175) and were included in the
Group Otherliabilities and provisions 51 3 Trade receivables? 102 1021 504 “"Administrative expenses”. Costs related to acquisitions finalized in 2021 were
included in the income statements for 2020 and 2021.
Netidentifiable assets 313 9 Other currentassets 22 764 632 .
Goodwill 232 g Cash and cash equivalents 167 475 304 E
. . Interest-bearing liabilities and -
Total derati 545 -1
ofa CO:SI er: fon borrowings -224 778 -528 ;
D i ti -48 1
eterred consideration Otherliabilities and provisions 273 866 -390 C
Cash and cash equivalents acquired -73 - a
Deferred tax assets/ A
Net cash outflow 424 - liabilities, net -173 -1576 -1342 )
" Includes right-of-use assets. Net identifiable assets 1158 5719 3920 3
Non-controllinginterests 13 -334 -321
* Notes In May, the Power Technique business area acquired Eco Steam and Heating Goodwill 1418 8704 7005 »
Solut|ons(E.K.S. HOLDING B.V.),anindustrial steam a'n'd'hotvyater boiler com- Total consideration 2589 14089 10604 E
panylocatedin Tilburg, in the Netherlands. The acquisition will strengthen and : : <
expand Atlas Copco’s specialized rental product offering to industrial custom- Deferred consideration -88 -31 - T
ersin all segments and territories. Intangible assets of 107 and goodwill of 232 Cash and cash equivalents acquired -167 475 -304 =
were recorded on the purchase. The goodwill is not deductible for tax pur- Net cash outflow 2334 13583 10300 2
. =
poses. 3. Assets held for sale and divestments T
" Includes right-of-use assets. H
2 ISRAVISION refers to the acquisition of ISRAVISION AG in 2020 and includes Assets held for sale E
adjustments made in 2021. .
3 The grossamountis 146 (1 073) of which 44 (52) is expected to be uncollectible. Carrying value of assets held for sale 2021 2020
Property, plantand equipment 5 5
Net carrying value 5 5 -
2
Divestments 12>
In December, the CMM (Coordinate Measuring Machine) part of the Percep- [a)
tron business (acquired in December 2020) was divested. The divestment was ,:E
Contribution from businesses : ) ' ) . aresult of further focus on in-line metrology to offline applications. Net cash 0
iodi Compressor Technique Vacuum Technique Industrial Technique Power Technique Group
abf"i'i‘r:':s:::::n End2u20kY N effect of the divestment was—7 and it resulted in a capital loss of 28. The loss is
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 includedin ”Otheroperating expense”. See note 7.
Contribution from date of
control Carrying value of divested assets and liabilities 2021 2020 9
Revenues 275 108 87 216 - 1301 128 - 490 1625 Property, plantand equipment " 14 - I
Operating profit -26 -10 =2 2 -4 -28 28 - -4 -36 Inventories 18 - ;
Profitfor the year =11 -31 Tradereceivables 17 - T
Contribution if the acquisition Other currentassets 3 - E
had occurred onJan. 1 Cash and cash equivalents 7 - >
Revenues 611 484 130 253 15 2431 192 - 948 3168 Interest bearing liabilities and borrowings -4 - g
Operating profit 0 -4 -1 -9 -3 —63 42 - 38 -76 Other liabilities and provisions 27 -
Profitfor the year 22 —69 Netidentifiable assets 28 -
* From the date of control, ISRAVISION had revenues of MSEK 690 and operating profit of MSEK 15, including negative purchase price allocation effects of MSEK 90. " Includes right-of-use assets.
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4, Segmentinformation

2021 Compressor Technique Vacuum Technique Industrial Technique Power Technique Common Group functions Eliminations Group
Revenues from external customers 49216 29200 19390 13106 - - 110912
Inter-segmentrevenues 441 19 31 128 - -619 -
Total revenues 49 657 29219 19421 13234 - -619 110912
Operating profit 11874 7 066 3976 2121 -1486 ] 23559
—ofwhich share of profitin associated companies and joint ventures 0 30 6 - - - 36
Netfinancial items -149
Income tax expense -5276
Profit for the year 18134
Non-cash expenses

Depreciation/amortization 1434 1283 1315 1101 237 -32 5338
Impairment 15 36 71 8 -2 - 128
Other non-cash expenses -119 32 -228 34 281 - -
Segment assets 33164 36463 29423 11230 9044 -6 956 112368
—ofwhich goodwill 5580 12047 13124 1362 - - 32113
Investments in associated companies and joint ventures 1 801 128 - 1 - 931
Unallocated assets 23384
Total assets 33165 37264 29551 11230 9045 -6 956 136683
Segment liabilities 19172 7326 5287 3353 8334 -6 854 36618
Unallocated liabilities 32431
Total liabilities 19172 7326 5287 3353 8334 -6 854 69 049
Capital expenditures

Property, plantand equipment 1082 1181 427 703 130 -26 3497
—ofwhich right-of-use assets 462 188 158 132 77 - 1017
Intangible assets 191 473 527 141 57 - 1389
Total capital expenditures 1273 1654 954 844 187 -26 4886
Goodwillacquired 1075 - 1M1 232 - - 1418

2021 Compressor Technique Vacuum Technique Industrial Technique Power Technique Common Group functions Eliminations Group
Items affecting comparability in Operating profit - - - - -687" - -687

' Refers toachangein provision for share-related long-term incentive programs.
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4, Segment information, continued

2020 Compressor Technique Vacuum Technique Industrial Technique Power Technique Common Group functions Eliminations Group
Revenues from external customers 46979 24673 16 141 11994 - - 99787
Inter-segmentrevenues 350 12 35 112 - -509 -
Total revenues 47 329 24685 16176 12106 - -509 99787
Operating profit 10658 5519 2422 1594 -1060 13 19 146
—ofwhich share of profitin associated companies and joint ventures 0 33 0 - - - 33
Netfinancial items -321
Income tax expense -4042
Profit for the year 14783
Non-cash expenses

Depreciation/amortization 1398 1211 1175 1147 265 -33 5163
Impairment 2 - 12 4 8 - 26
Other non-cash expenses -12 -20 112 6 24 - 110
Segment assets 26943 30869 27949 9863 2721 -1161 97 184
—ofwhich goodwill 4164 11099 12534 1076 - - 28873
Investments in associated companies and joint ventures 1 809 121 - - - 931
Unallocated assets 15251
Total assets 26944 31678 28070 9863 2721 -1161 113366
Segment liabilities 15517 5070 4451 2397 2255 -1053 28637
Unallocated liabilities 31195
Total liabilities 15517 5070 4451 2397 2225 -1053 59832
Capital expenditures

Property, plantand equipment 1152 737 352 687 161 =21 3068
—ofwhich right-of-use assets 575 197 129 107 115 - 1123
Intangible assets 165 521 502 136 13 - 1337
Total capital expenditures 1317 1258 854 823 174 =21 4405
Goodwillacquired 185 122 8389 8 - - 8704

2020 Compressor Technique Vacuum Technique Industrial Technique Power Technique Common Group functions Eliminations Group
Items affecting comparability in Operating profit - -300" -1902 -50? -3123 - -852

T Refers to restructuring costs and a provision of =210 for the settlement of a pension dispute in Edwards Ltd dating from before the acquisition of Edwards Ltd in 2014.

2 Refersto restructuring costs.

3 Referstoachangein provision for share-related long-term incentive programs.
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4, Segment information, continued

The Group is organized in separate and focused but stillintegrated business
areas, each operating through divisions. The business areas offer different
products and services to different customer groups. They are also the basis for
managementand internal reporting and are regularly reviewed by the
Group's President and CEO, the chief operating decision maker. The chief
operating decision maker uses more than one measure of the operating seg-
ments’ profit orloss to assess performance and allocate resources. The operat-
ing profit of the business areas is the primary profit measure used by the chief
operating decision maker, and is reconciled to the consolidated operating
profitin the tables on the previous pages. Items affecting comparability are
included in aseparate table since the chief operating decision maker reviews
alsothese as part of allocating resources to the different business areas. All
business areas are managed on a worldwide basis and their role is to develop,
implementand follow up the objectives and strategies within their respective
business.

See pages 21-33 fora description of the business areas.

Common group functions, i.e. functions which serve all business areas or
the Group asawhole, are not considered a segment.

The accounting principles for the segments are the same as those described
innote 1. Atlas Copco'sinter-segment pricing is determined on a commercial
basis.

Segment assets are comprised of property, plantand equipment, right-
of-use assets, intangible assets, other non-current receivables, inventories,
and currentreceivables.

Segmentliabilities include the sum of non-interest-bearing liabilities such
as operating liabilities, other provisions, and other non-current liabilities.
Capital expenditure includes property, plantand equipment, and intangible
assets, butexcludes the effect of goodwill, intangible assets and property,
plantand equipmentthrough acquisitions.

Revenues from external customers

MSEK
80000

70000
60000
50 000
40000
30000 —

20000 — M Equipment

Service (incl. spare parts,
10000 B consumables, accessories
0 and rental)
2021 2020

By geographic Revenues Non-currentassets
area/country 2021 2020 2021 2020
North America US.A. 22317 20513 12481 11668
Other countries 3678 3135 2115 268
25995 23648 14596 11936
South America Brazil 2449 2076 435 447
Other countries 1793 1488 128 146
4242 3564 563 593
Europe Belgium 1087 1102 2501 2224
France 3272 3385 565 731
Germany 6468 6116 20964 20604
Italy 2955 2631 2103 2025
Sweden 1558 1425 1235 1330
United Kingdom 2835 2646 13743 12639
Other countries 13646 13016 2343 1650
31821 30321 43454 41203
Africa/Middle East  South Africa 710 522 79 85
Other countries 4178 4635 319 366
4888 5157 398 451
Asia/Oceania Greater China 25544 20519 2667 2200
India 3930 3197 289 286
Japan 2485 2918 568 489
South Korea 6024 5008 1818 1491
Other countries 5983 5455 572 582
43966 37097 5914 5048
Total 110912 99787 64 925 59231

Geographical information

Therevenues presented are based on the location of the
customers while non-current assets are based on the
geographical location of the assets. These assetsinclude
non-current assets other than financial instruments,
investmentsin associated companies and joint ventures,

deferred tax assets, and post-employment benefit assets.

Geographicdistribution

Compressor Technique, % Vacuum Technique, % Industrial Technique, % Power Technique, % Group, %
Orders Orders Orders Orders Orders

2021 received Revenues received Revenues received Revenues received Revenues received Revenues
North America 21 21 21 21 31 31 29 27 24 23
South America 5 5 - - 2 3 7 8 4 4
Europe 34 34 14 13 36 36 36 36 28 29
Africa/Middle East 7 6 1 1 2 1 8 8 4 4
Asia/Oceania 33 34 64 65 29 29 20 21 40 40
100 100 100 100 100 100 100 100 100 100
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FINANCIAL STATEMENTS — NOTES
L 4, Segment information, continued
1 Quarterly data, Revenues by business area Quarterly data, Operating profit by business area
L
Revenues 2021 2020 Operating profit 2021 2020 =
1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 ;_ou|
Compressor Technique 11522 12212 12792 13131 11588 11405 11890 12446 Compressor Technique 2730 2916 3087 3141 2520 2444 2729 2965 8
—ofwhich external 11423 12099 12677 13017 11470 11322 11806 12381 in % of revenues 23.7% 23.9% 24.1% 23.9% 21.7% 21.4% 23.0% 23.8% a9
FINANCIALS —ofwhichnternal 99 113 115 114 118 83 84 65 Vacuum Technique 1695 1789 1748 1834 1497 1278 1354 1390 )
. Vacuum Technique 63808 7220 7249 7942 6159 6535 5928 6063 in % of revenues 249%  248%  24.1%  23.1% = 24.3% 19.6%  22.8%  22.9%
roup —of which external 6804 7214 7245 7937 6154 6535 5925 6059  Industrial Technique 917 981 958 1120 799 334 513 776
Consoldaedncome siatement —of which internal 4 6 4 5 5 - 3 4 in % of revenues 195%  201%  207% 21.5%  191%  10.0%  122%  17.6% 4
Conso ‘j"’"e ement of Industrial Technique 4713 4880 4630 5198 4193 3355 4221 4407 Power Technique 476 539 548 558 473 286 410 425 E
D ~ofwhich external 4705 4873 4622 5190 4180 3347 4215 4399 in%ofrevenues 153%  160% 165% 163%  142%  98%  140%  14.6% 7
Consolidated balance sheet _ofwhichinternal 8 7 8 8 13 8 6 8 Common Group '__|
Consolidated statement Power Technique 3121 3377 3312 3424 3325 2930 2932 2919 functions/eliminations —431 -301 -341 -405 -165 -453 -246 -183 E,’,
of changes in equity —of which external 3089 3348 3280 3389 3294 2898 2903 2899  Operatingprofit 5387 5924 6000 6248 5124 3889 4760 5373 3
- o
S;” J} ""J‘V»H’fi statement —_ofwhichinternal 30 29 32 35 37 32 29 20 in % of revenues 20.7% 21.5% 21.6% 21.2% 20.4% 16.1% 19.2% 20.9% 8
OT casn Tlows
Common Group Net financial items -44 -52 -55 2 -114 -63 -64 -80
* Notes functions/eliminations -143 -155 -159 -162 -167 -123 -122 -97 Profit before tax 5343 5872 5945 6250 5010 3826 4696 5293
Parent company Total 26021 27534 27824 29533 25098 24102 24849 25738 in % of revenues 20.5% 21.3% 21.4% 21.2% 20.0% 15.9% 18.9% 20.6% %
=<
m
>
)
=
5. Employees and personnel expenses ES
<
m
Average number of employees 2021 2020 Femalesin the Board of Directors and Group Management, % Dec. 31,2021 Dec. 31,2020 =
Women Men Total Women Men Total Parent Company
Parent Company Board of Directors " 22 22
Sweden 64 43 107 69 38 107 Group Management 13 22 -
Subsidiaries " Which excludes Presidentand CEO, includes employee representatives but excludes employee representatives’ alternate members. ;2>
North America 1257 4977 6234 1198 4788 5986 %
South America 436 1491 1927 400 1459 1859 'E
Europe 3873 14941 18814 3673 14497 18170 Remuneratonandetherbonene Group “
—ofwhich Sweden 286 1009 1295 293 1047 1340 2021 2020
Africa/Middle East 207 882 1089 186 891 1077 Salaries and other remuneration 21954 20657
Asia/Oceania 2599 10502 13101 2369 10038 12407 Contractual pension benefits 1286 1399
Total in subsidiaries 8372 32793 41165 7826 31673 39499 Othersocial costs 3911 3526
Total 8436 32836 41272 7895 3171 39606 Total 27151 25582

Pension obligations to Board members and Group Management " 5 4

" Refers to former members of Group Management.
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5. Employees and personnel expenses, continued

2021 Value of synthetic Number of synthetic Total feesincl. value of Effect of vesting and

Remuneration and other benefits to the Board, KSEK Fee sharesatgrantdate sharesatgrantdate Otherfees” syntheticshares atgrantdate changeinstock price? Total expense recognized *
Chair:
Hans Straberg 1266 1300 2505 436 3002 2748 5750
Other members of the Board:
Staffan Bohman 804 - - 479 1283 572 1855
Johan Forssell 402 413 795 208 1023 1180 2203
Tina Donikowski 804 - - - 804 878 1682
Peter Wallenberg Jr 402 413 795 94 909 1180 2089
Gordon Riske 402 413 795 - 815 303 1118
Anna Ohlsson-Leijon 494 413 795 253 1160 —41 1119
Other members of the Board previous year 878 878
Employee representatives (4) % 73 - - - 73 - 73
Total 4647 2952 5685 1470 9069 7698 16767
' Refers to fees for membership in board committees.
2 Refersto syntheticshares received in 2017-2021.
3 Provision for synthetic shares as at December 31,2021 amounted to MSEK 25 (18).
4 Employee representatives receive compensation to prepare for their participation in board meetings.

2020 Value of synthetic Number of synthetic Total feesincl.value of Effect of vestingand

Remuneration and other benefits to the Board, KSEK Fe@ sharesatgrantdate sharesatgrantdate Otherfees” syntheticsharesatgrantdate changeinstock price? Total expense recognized ?
Chair:

Hans Straberg 1163 1162 3423 425 2750 767 3517
Other members of the Board:
Anders Ullberg¥ 185 - - 48 233 - 233
Staffan Bohman 648 - - 483 1131 270 1401
Johan Forssell 370 370 1089 200 940 448 1388
Tina Donikowski 648 - - - 648 350 998
Peter Wallenberg Jr 370 370 1089 90 830 448 1278
Sabine Neuf® 283 - - - 283 - 283
GunillaBerg? 93 - - 50 143 474 617
Gordon Riske ® 278 370 1089 - 648 -26 622
Anna Ohlsson-Leijon® 555 - - 150 705 - 705
Other members of the Board previous year 124 124
Employee representatives (3)® 90 - - - 90 - 90
Total 4683 2272 6690 1446 8401 2855 11256

' Refers to fees formembership in board committees.
2 Refersto synthetic shares receivedin 2016-2020.
3 Provision for synthetic shares as at December 31,2020 amounted to MSEK 18 (15).

9 GunillaBerg and Anders Ullberg left the board at the Annual General Meeting 2020. Sabine Neuf left the
board ather own requeston May 18, 2020. The fees received were in accordance with this.
3 Gordon Riske and Anna Ohlsson-Leijon were elected board members at the Annual General Meeting 2020.

9 Employee representatives receive compensation to prepare for their participation in board meetings.
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FINANCIAL STATEMENTS - NOTES
| 5. Employees and personnel expenses, continued
_ 2021 Total, excl. recognized costs Recognized costs for Total expense
Remuneration and other benefits to Group Management, KSEK Basesalary Variable compensation 2 Otherbenefits? Pension fees forshare based payments share based payments ¥ recognized =
Presidentand CEO g
Mats Rahmstrém 16 500 13200 445 5795 35940 7758 43698 8
I}
d
FINANCIALS Other members of Group Management (8 positions) 30843 14931 11105 11095 67974 15383 83357 2
Group Total 47343 28131 11550 16 890 103914 23141 127 055
Total remuneration and other benefits to the Board and Group Management 143822
=
' Further details on the President and CEO remuneration is part of the Remuneration Report that will be published in connection with the notice to the Annual General Meeting. T
2 Referstovariable compensation earnedin 2021 to be paidin 2022, based on actual base salary entitlement. v
3 Referstovacation pay, company car, medical insurance, and other benefits. ;
4 Refersto stock options and SARs received in 2016-2021 and includes recognized costs due to change in stock price and vesting period, see also note 23. =
a
[a)
o
o
)
o
2020 Total, excl. recognized costs Recognized costs for Total expense
* Notes Remuneration and other benefits to Group Management, KSEK Basesalary? Variable compensation Otherbenefits® Pension fees forshare based payments share based payments* recognized
Presidentand CEO e
Mats Rahmstrém 15600 5824 347 5625 27396 12594 39990 :
m
>
Other members of Group Management (8 positions) 31670 9054 5168 8567 54 459 13794 68 253 >
Total 47270 14878 5515 14192 81855 26388 108 243 B
<
Total remuneration and other benefits to the Board and Group Management 119499 m
s
" Further details on the President and CEO remuneration is part of the Remuneration Report that will be published in connection with the notice to the Annual General Meeting.

2 Presidentand CEO as well as membersin Group Management based in Sweden decided to abstain 10% of their base salary for the months April, May and June to a good cause project related to Covid-19 research.
3 Referstovariable compensation earnedin 2020 to be paid in 2021, based on actual base salary entitlement.

4 Referstovacation pay, company car, medical insurance, and other benefits.

°) Referstostock optionsand SARs received in 2016-2020 and includes recognized costs due to change in stock price and vesting period, see also note 23.

Guidelines for remuneration and other fees for members of the Board, the President and CEO, and other members of Group Management

The guidelines for remuneration to the Board and Group Managementare
approved atthe Annual General Meeting of the shareholders. The guidelines
approved by the 2021 meeting are described in the following paragraphs.

Board members

Remuneration and fees are based on the work performed by the Board. The
remuneration and fees approved for 2021 are detailed in the table on the pre-
vious page. The remuneration to the Presidentand CEO, who isa member of
Group Management, is described in the following sections and in the Remu-
neration Report.

The Annual General Meeting decided that each board member can elect to
receive 50% of the 2021 gross fee before tax, excluding other committee fees,
inthe form of synthetic shares and the remaining partin cash. The number of
syntheticsharesis based upon an average end price of series A shares during
ten trading days following the release of the first quarterly interim report for

2021.Thesharerightsare earned 25% per quarter as long as the member
remains on the Board. After five years, the synthetic shares give the right to
receive a cash payment per synthetic share based upon an average price for
series Ashares during ten trading days following the release of the first quar-
terlyinterim report of the year of payment. The board members will receive divi-
dendsonseries Ashares until payment date in the form of new synthetic shares.
Ifa board member resigns from his or her position before the stipulated pay-
mentdate as stated above, the board member has the right to request a pre-
payment. The prepayment will be made twelve months after the date when the
board memberresigned or otherwise the original payment date is valid.

Status end of year

Five board members accepted the right to receive synthetic shares. The
numberand costs at grant date and at the end of the financial yearare
disclosed by board memberin the table on the previous page.

Remuneration and other committees 2021

The board has three committees:

¢ Remuneration committee consisting of Hans Straberg (Chair), Peter
Wallenberg Jrand Staffan Bohman. The committee proposed compensa-
tion to the President and CEO for approval by the Board. The committee
also supported the Presidentand CEQ in determining the compensation
to the other members of Group Management.

¢ Auditcommittee consisting of Staffan Bohman (Chair until October 21,
2021), Anna Ohlsson-Leijon (Chair from October 22,2021), Johan Forssell
and Hans Straberg.

e Repurchase committee consisting of Staffan Bohman (Chair) and Hans
Straberg.
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5. Employees and personnel expenses, continued

Group Management

Group Management consists of the President and CEO and eight other mem-
bers of the Executive Committee. The compensation to Group Management
shall consist of base salary, variable compensation, possible long-term incen-
tive (personnel stock options), pension benefits and other benefits.

The following describes the various guidelines in determining the amount of

remuneration:

e Basesalaryisbased on competence, area of responsibility, experience and
performance.

¢ Variable compensationislinked to predetermined and measurable criteria
which can be financial or non-financial. Non-financial criteria for 2021 has
beento reduce the CO, emissionsin the Group. The variable compensation
ismaximized to 80% of the base salary for the Presidentand CEO, 60% for
Business Area Presidents, and 50% for other members of Group Manage-
ment.

e Performance-based personnel stock option programfor 2021, see note 23.

e Pension benefits are paid in accordance with a defined contribution plan
with premiums setin line with Atlas Copco Group Pension Policy for
Swedish Executives and Atlas Copco terms and conditions for expatriate
employments.

e Otherbenefits consist of company car and medical insurance.

e Fortheexpatriates, certain benefits are paid in compliance with the
Atlas Copco terms and conditions for expatriate employment.

Amutual notice of termination of employment of sixmonths shall apply.

The Board may resolve to deviate from the guidelines, inwhole orin part, ifina
specific case there are special reasons for the deviation and the Board deems
deviation is needed to serve the company’s long-terminterests or to ensure
the company'’s financial viability. No fees are paid to Group Management for
board membershipsin Group companies.

Presidentand CEO

The variable compensation can give a maximum of 80% of the base salary.
Thevariable compensationis notincluded in the basis for pension benefits.
According to an agreement, the Presidentand CEO has the option to receive
variable compensation in the form of cash payment or as a pension contribu-
tion. The Presidentand CEO isa member of the Atlas Copco Group Pension
Policy for Swedish Executives, which is a defined contribution plan. The contri-
butionisage related and is up to a maximum of 35% of the base salary. These
pension plans are vested. In addition, premiums for private health insurance
areadded. Theretirement age of the Presidentand CEO is set at the age of 65.

Other members of Group Management

Thevariable compensationis notincluded in the basis for pension benefits.
Members of Group Management have defined contribution pension plans,
with contribution up to a maximum of 35% of the base salary according to age.
These pension plans are vested. The retirementageis 65, unless thereisan
agreement between the company and the individual on alonger employment.

Termination of employment

The Presidentand CEO is entitled to a severance pay of twelve monthsif the
Company terminates the employmentand a further twelve monthsif other
employmentis notavailable.

Other members of Group Management are entitled to severance pay if the
Company terminates theiremployment. The amount of severance pay is
dependenton thelength of employment with the Company and the age of
the executive, butis neverlessthan 12 months and never more than 24
months’ salary.

Any income that the Presidentand CEO and other members of Group Man-
agement receives from employment or other business activity, whilst sever-
ance pay is being paid, will reduce the amount of severance pay accordingly.

Severance pay for the Presidentand CEO and other members of Group Man-
agementis calculated only on the base salary and does notinclude variable
compensation. Severance pay cannot be elected by the employee, but will only
be paid if employment is terminated by the Company.

Stock options/share appreciation rights, holdings for

Group Management-yearend

The stock options/share appreciation rights holdings as at December 31 are
detailed below:

Stock options/share appreciations rights holdings as at Dec. 31,2021 "

Other members of
GrantYear Presidentand CEO Group Management
2016 - 20483
2017 - 94593
2018 66 191 101570
2019 187760 199516
2020 4476 6682
20212 111115 128323
Total 369542 551167

" The numbers have been adjusted for the effect of the distribution of Epiroc. See note 23
foradditional information.

2 Estimated grants for the 2021 stock option program including matching options.

Workforce profile

Atlas Copco strives to grow local leaders where it operates. The geographical
spread of employees and senior managersisin continuous development.

Asa customer-focused company, 51% (51) of allemployees work in marketing,
salesorservice.

Geographical spread of Nationality of

employees as at Dec. 31,2021, % Employees senior managers
North America 15 10
South America 5 4
Europe 45 69
Africa/Middle East 3 4
Asia/Oceania 32 13
Total 100 100

Employees by professional category, % 2021 2020
Production 24 23
Marketing 8 8
Salesand support 14 14
Service 29 29
Administration 16 16
Research & development 9 10
Total 100 100
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6. Remuneration to auditors 7. Other operating income and expenses, continued 9. Taxes
Audit fees and other services 2021 2020 Additional mformatlon on costs by T‘at”re ) Income tax expense 2021 2020
Cost of goods sold includes expenses for inventories, see note 16, warranty
Ernst & Young costsand transportation costs. Current taxes -5372 -4801
Auditfee 67 62 Salaries, remunerations and employer contributions amounted to 27 151 Deferredtaxes 96 759
Other services, tax 3 2 (25 582) whereof expenses for post-employment benefitsamounted to 1 286 Total 5276 4042
Other services. other ] 0 (1399). See note 5 for further details.
! Governmentgrants of 210 (444) have been deducted in the related L e o
; ) ; o ) The following is a reconciliation of the companies’ weighted average tax based
Deloitte expensesorincludedin other operatingincome. The decrease in government on the nominal tax for the country as compared to the actual tax charge:
Audit fee 5 grantsis mainly related to additional government grants received in 2020 due Y P 9
Other services, tax 4 totemporary measures related to the Covid-19 pan'demm Governn'wer?t grants 2021 2020
- related to assets have been recognized as a deduction when establishing the Profit before tax 23410 18825
Other services, other 1 3 carrying amount of the asset. Therefore, the government grants are reported : -
Other audit firms asincome over the useful life of the asset through a reduction in depreciation Weighted average tax based on national rates —-5481 -4320
Audit fee 10 11 expense. The remaining value of these grants, at the end of 2021, amounted to in % 234 229
Total 91 920 34|(32)' ) ) ' Tax effect of:
ncluded inthe operating profit are exchange rate changes on payables and -
) ) o ) receivables, and the effects from currency hedging. The operating profit also ~non-deductible expenses ~268 —534
Audit fee refers to audit of the financial statements and the accounting ) : A B ; ’ ) -
) ) o ) includes—109 (-29) of realized foreign exchange hedging result, which were —withholding and other taxes on dividends -322 -29
records. For the Parent Company, this also includes the administration of the ious! ized i ity Amortization. d iat di . " i
business by the Board of Directors and the President and CEO. previouslyrecognizedin equity. Amortization, depreciation and impatrmen —tax-exemptincome 686 617
. ) charge forthe yearamountedto 5466 (5 189). See note 12, 13 and 22 for fur- B :
Tax servicesinclude mostly tax consultancy services. : Adjustments from prior years:
) ) ) ; - ther details. Costs for research and developmentamountedto 4 125 (3 762).
Other services essentially comprise consultancy services, such as due diligence _currenttaxes 216 85
servicesin connection with acquisitions, investigationsandsimilar.
Atthe Annual General Meeting 2021, Ernst & Young was re-elected as audi- —deferredtaxes 60 229
tor for the Group up to and including the Annual General Meeting 2022. 8. Financial income and expenses Effects of tax losses/credits utilized 22 1
Changeintaxrate, deferred tax -151 -65
Financial income and expenses 2021 2020 Taxlosses not recognized 163 -57
L Interestincome: Otheritems -81 31
7. Other operating income and expenses —cashand cash equivalents 22 42 Income tax expense -5276 -4042
—derivatives 136 94 Effective taxin % 22.5 21.5
Other operating income 2021 2020
o i —other - 9 : : . .
Commissions received 12 1 - . The effective taxrate was 22.5% (21.5). Withholding and other taxes on divi-
Income from insurance operations 135 101 Capital gain: dendsof—S%Z (—29)'relatet9 provisions on retained'ejdrningsin countries where
Canital gai e of o plantand —otherassets 51 16 Atlas Copcoincur withholding and other taxes on dividends. Tax-exempt
eof property, plantan : ; . . . .
e;ﬁ;pamgeiltn onsa property, p o 3 Change infairvalue - other assets 29 _ income of 686 (617) refers to income that is not subject to taxation or subject
Forei h : E to reduced taxation under local law in various countries. Adjustments from
Exchange-rate differences, net 392 - oreign exchange gain, net - prioryears—current taxincludes the net from taxissues, tax disputes and also
Other operating income 191 135 Financialincome 243 161 one-time positive tax effects in different countries and amounted to 216 (85).
Total 781 270 Interest expenses: In 2021, effects of income tax rate changes have affected the result with
—borrowings -348 -350 ~151(-65).
Other operating expenses 2021 2020 —pension provisions, net 34 -37
Capital loss on sale of property, plantand —deferred considerations -10 -4
equipment -22 -42 Changeinfairvalue—otherliabilities and borrowings = -1
Capital loss on divestment of business -28 - Foreign exchange loss, net _ -87
Exchange-rate differences, net - -397 Impairment loss _ -3
Other operating expenses " -151 -309 Financial expenses -392 -482
Total -201 -748 Financial expenses, net -149 -321

T Other operating expenses for 2020 include—210 related to a provision for settlement of a
pension dispute in Edwards Ltd (Vacuum Technique) dating from before the acquisition
of Edwards Ltd in 2014.

"Foreign exchange gain/loss, net” includes foreign exchange gains of
545 (353) on financial assets at fair value through profit or loss and foreign
exchange losses of -540 (—440) on other liabilities.
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9. Taxes, continued

European Commission’s decision on Belgium’s tax rulings
OnJanuary 11,2016, the European Commission announced its decision that
Belgian tax rulings granted to companies regarding “Excess Profit” shall be
considered asillegal state aid and that unpaid taxes shall be reclaimed by the
Belgian state. Atlas Copco had such tax ruling since 2010.

Following the European Commission decision, Atlas Copco has paid, in
total MEUR 313 (MSEK 2 952). During 2015, Atlas Copco made a provision of
MEUR 300 (MSEK 2 802) and paid MEUR 239 (MSEK 2 250) in 2016. In the
second quarter of 2017, Atlas Copco paid the remaining amount of MEUR 68
(MSEK 655). During 2017, MEUR 13 (MSEK 125) was expensed as an interest
cost.

The Belgian government, as well as Atlas Copco, appealed the decision to
the General Court of the European Union (EGC) in Luxembourg and on Febru-
ary 14,2019, the EGCannulled the decision taken by the European Commission
onJanuary 11,2016. On May 3, 2019, the European Commission appealed the
EGC'sannulment. Following a decision by the European Court of Justice in
2021, theannulmentwasincorrect, and the case has again been referred to
the General Courtforjudgement.

In September 2020, the European Commission also published individual
opening decision stating that the specific decisions granted by Belgium
between 2005 and 2014 regarding tax rulings granted to multinationals
regarding "Excess Profit” violated the EU rules for state aid. One of these
individual decisions concerns Atlas Copco.

Itislikely several years before final decisions are made.

The following table reconciles the net asset balance of deferred taxes at the
beginning of the yearto the net asset at the end of the year:

Changein deferred taxes 2021 2020
Opening balance net, Jan. 1 -252 747
Business acquisitions =173 -1576
Charges to profit for the year 96 759
Taxonamounts recorded to other
comprehensiveincome -90 =179
Translation differences -16 -3
Closing balance net, Dec. 31 -435 -252

The deferred tax assets and liabilities recognized in the balance sheet are attributable to the following:

Deferred tax assets and liabilities 2021 2020

Assets Liabilities Netbalance Assets Liabilities Netbalance
Intangible assets 460 4088 -3628 391 3533 -3142
Property, plantand equipment? 222 850 -628 222 893 -671
Otherfinancial assets 33 131 -98 21 55 -34
Inventories 1705 25 1680 1378 33 1345
Currentreceivables 169 274 -105 165 260 -95
Operating liabilities 821 11 810 705 9 696
Provisions 344 8 336 327 5 322
Post-employment benefits 788 14 774 860 15 845
Borrowings " 598 15 583 500 5 495
Loss/credit carry-forwards 233 - 233 293 - 293
Otheritems? 3 395 -392 8 314 -306
Deferred tax assets/liabilities 5376 5811 -435 4870 5122 -252
Netting of assets/liabilities -3586 -3586 - -3386 -3386 -
Netdeferred tax balances 1790 2225 -435 1484 1736 -252

' The grossamount of deferred tax assets and liabilities relating to right-of-use assets and lease liabilities are included in Property, plantand equipment and Borrowings.

The netamount of these itemsis not material.

2 Otheritems primarily include tax deductions which are not related to specific balance sheetitems.

Deferredtax assets regarding taxloss carry-forwards are reported to the
extent that realization of the related tax benefit through future taxable results
is probable. At December 31, the Group had total tax loss carry-forwards of
2345 (3 254), of which deferred tax assets were recognized for 881 (1 387).
The tax value of reported tax loss carry-forwards totals 231 (293). There is no
expiration date for utilization of the major part of the tax losses carry-forwards
forwhich deferred tax assets have been recognized.

Tax loss carry-forwards for which no deferred tax have been recognized expire
inaccordance with below table:

2021 2020
Expires after 1-2 years 111 109
Expires after 3—4 years 69 69
Expires after 5-6 years 29 49
No expiry date 1255 1640
Total 1464 1867

Changesintemporary differences during the year that are recognized in the
income statement are attributable to the following:

2021 2020
Intangible assets -75 297
Property, plantand equipment? 73 17
Otherfinancial assets -1 -14
Inventories 178 121
Currentreceivables 31 -1
Operating liabilities 63 38
Provisions -6 48
Post-employment benefits -7 21
Borrowings " -4 -28
Otheritems -84 231
Changes due to temporary differences 158 720
Loss/credit carry-forwards -62 39
Charges to profit for the year 96 759

" Changesin Property, plantand equipment and Borrowings mainly relate to right-of-use
assetand lease liabilities. The netamount of these items is not material.
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10. Other comprehensive income

Other comprehensive income for the year 2021 2020

Before tax Tax Aftertax Before tax Tax Aftertax
Attributable to owners of the parent
Items that will not be reclassified to profit or loss
Remeasurements of defined benefit plans 808 -160 648 93 -19 74
Items that may be reclassified subsequently to profit or loss
Translation differences:
—on foreign operations 4568 26 4594 -6379 -57 —6436
Hedge of netinvestmentsin foreign operations -342 71 =271 673 -146 527
Cash flow hedges -102 19 -83 27 -8 19
Total other comprehensive income 4932 -44 4888 -5586 -230 -5816
Attributable to non-controlling interests
Translation differences on foreign operations 3 - 3 -19 - -19
Total other comprehensive income 4935 -44 4891 -5 605 -230 -5835

11.  Earnings per share

Amounts in SEK

Basicearnings pershare

Diluted earnings per share

2021 2020 2021 2020
Earnings pershare 14.89 12.16 14.85 12.14
The calculation of earnings per share presented above is based on profits and number of shares as detailed below.
Profit for the year attributable to owners of the parent 2021 2020
Profitfor the year 18130 14779
Average number of shares outstanding 2021 2020
Basic weighted average number of shares outstanding 1217733248 1215423710
Effect of employee stock options 2735677 1788839

Diluted weighted average number of shares outstanding

1220468925

1217212549

Potentially dilutive instruments

As of December 31,2021, Atlas Copco had six outstanding employee stock
option programs. For the 2020 program, no options were issued as the EVA
target for the Group was not met. The exercise price including adjustment for
remaining vesting costs forthe 2021 program exceeded the average share
price for series Ashares, SEK 539.47 per share. These programs are therefore
considered anti-dilutive and notincluded in the calculation of diluted earnings
pershare. If the average share price, after adjustment with the above, exceeds
the strike price in the future, these options will be dilutive, which is the case for
the 2016,2017,2018 and 2019 programs.
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12. Intangible assets

Impairment tests for cash-generating units with goodwill and
for intangible assets with indefinite useful lives

Impairment tests (including sensitivity analyses) are performed as per
September 30 each yearand when thereis anindication of impairment.

Current goodwill is monitored for internal management purposes at busi-
ness area level which also represents the Group’s operating segments. The
goodwill has therefore been tested forimpairmentatbusiness area level.

The recoverable amounts of the cash generating units have been calculated
asvalue-in-use based on management's five-year forecast for net cash flows
where the most significant assumptions are revenues, operating profits, work-
ing capital, and capital expenditures.

Allassumptions for the five-year forecast are estimated individually for each
of the business areas based on their particular market position and the charac-
teristics and development of their end-markets. The forecasts represent man-
agement’s assessmentand are based on both external and internal sources.
The perpetual growth for the period after five yearsis estimated at 2% (2).

The Group's average weighted cost of capital in 2021 was 8% (8) after tax
(approximately 10.5% (10.5) before tax) and has been used in discounting the
cash flows to determine the recoverable amounts. The business areas are all
relatively diversified and have similar geographical coverage, similar organiza-
tionand structure and, to alarge extent, an industrial customer base. Specific
risks, if any, have affected projected cash flows. The same discount rate has

therefore been used forall business areas. All business areas are expected to
generate areturn well above the values to be tested, including sensitivity
analyses/worst-case scenarios.

The following table presents the carrying value of goodwill and trademarks
with indefinite useful lives allocated by business area:

2021 2020
Trademarks Goodwill  Trademarks Goodwill
Compressor Technique - 5580 - 4164
Vacuum Technique 2640 12047 2436 11099
Industrial Technique - 13124 - 12534
Power Technique - 1362 - 1076
Total 2640 32113 2436 28873

The trade names of Edwards, Leybold, CTl and Polycold in the Vacuum
Technique business area represent strong trade names that have been used for
alongtimeintheirindustries. Management's intention is that these trade
names will be used for an indefinite period of time. Apart from the assessment
of future customer demand and the profitability of the business, future mar-
keting strategy decisions involving the trade names, can affect the carrying
value of these intangible assets.

Amortization and impairment of intangible assets are recognized in the following line items in the income statement:

2021 2020
Internally generated Acquired Total Internally generated Acquired Total
Costofsales 41 36 77 32 38 70
Marketing expenses 15 911 926 5 773 778
Administrative expenses 94 96 190 100 52 152
Research and development expenses 498 560 1058 398 578 976
Total 648 1603 2251 535 1441 1976

Impairment charges onintangible assets totaled 104 (16) of which 8 (0) was classified as cost of sales, 64 (1) was classified as research and development expenses,
0 (5) was classified as marketing expenses, and 32 (10) as administrative expenses. Of the impairment charges, 30 (1) was due to capitalized development costs

relating to projects discontinued.
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12. Intangible assets, continued

Internally generated intangible assets

Acquiredintangible assets

Product

Othertechnology

Product

Marketing and Othertechnology

2021 development and contractbased development Trademarks customerrelated and contract based Goodwill Total
Cost
Openingbalance, Jan. 1 5414 1565 469 4501 9768 7858 28904 58479
Investments 1106 192 1 - - 90 - 1389
Business acquisitions - - - 66 855 228 1418 2567
Disposals -12 -25 -14 -3 -19 -51 - -124
Reclassifications 50 -5 110 - - -150 - 5
Translation differences 162 47 44 302 622 531 1822 3530
Closing balance, Dec. 31 6720 1774 610 4866 11226 8506 32144 65846
Amortization and impairment losses
Opening balance, Jan. 1 3041 975 43 1219 4207 3123 31 12639
Amortization for the period 447 137 3 141 783 636 - 2147
Impairment charge for the period 51 13 - - - 40 - 104
Disposals -12 -25 -14 -3 -19 =51 - -124
Reclassifications 24 -5 60 - - -78 - 1
Translation differences 69 33 9 61 334 225 - 731
Closing balance, Dec. 31 3620 1128 101 1418 5305 3895 31 15498
CarryingamountsatJan. 1 2373 590 426 3282 5561 4735 28873 45840
Carrying amounts at Dec. 31 3100 646 509 3448 5921 4611 32113 50348

Internally generated intangible assets Acquiredintangible assets
Product Othertechnology Product Marketing and Othertechnology

2020 development  and contractbased development Trademarks customerrelated and contract based Goodwill Total
Cost

Opening balance, Jan. 1 4611 1321 538 4433 7549 7030 22789 48271
Investments 1034 161 3 - - 139 - 1337
Business acquisitions - - - 494 3117 1611 8704 13926
Disposals -5 -13 -13 - -20 -50 - -101
Reclassifications 9 170 -5 - - -170 - 4
Translation differences -235 74 -54 -426 -878 -702 -2589 -4958
Closing balance, Dec. 31 5414 1565 469 4501 9768 7858 28904 58479
Amortization and impairment losses

Openingbalance, Jan. 1 2788 727 28 1166 3975 3006 32 11722
Amortization for the period 393 131 5 145 678 608 - 1960
Impairment charge for the period 1 10 - 1 4 - - 16
Disposals -5 -13 -10 - -20 -50 - -98
Reclassifications -22 170 22 - - -170 - -
Translation differences -114 -50 -2 -93 -430 -271 -1 -961
Closing balance, Dec. 31 3041 975 43 1219 4207 3123 31 12639
CarryingamountsatJan. 1 1823 594 510 3267 3574 4024 22757 36549
Carrying amounts at Dec. 31 2373 590 426 3282 5561 4735 28873 45 840

Othertechnology and contract based intangible
assetsinclude computer software, patents, and
contract based rights such as licenses and fran-
chise agreements. Marketing and customer
related intangible assetsinclude Internet domain
names, customer lists, customer contracts and
relationships with customers. Allintangible
assets other than goodwill and trademarks with
indefinite useful lives are amortized.

For information regarding principles for
amortization and impairment, see note 1.

See note 2 for information on business
acquisitions.
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13.  Property, plantand equipment

2021 Buildings and land Machineryand equipment Construction in progress and advances Total Rental equipment
Cost
Openingbalance, Jan. 1 6355 11710 670 18735 5223
Investments 51 607 1312 1970 510
Business acquisitions 82 29 - 1 228
Divestment of business -13 -1 - -14 -
Disposals -215 -444 -8 -667 -324
Reclassifications 145 671 -825 -9 -25
Translation differences 352 612 55 1019 349
Closing balance, Dec. 31 6757 13184 1204 21145 5961
Depreciation and impairment losses
Opening balance, Jan. 1 2636 8210 - 10846 2982
Depreciation for the period 247 1087 - 1334 707
Impairment charge for the period 3 19 5 27 -
Disposals -181 —422 - -603 -278
Reclassifications -4 - - -4 -12
Translation differences 141 413 - 554 220
Closing balance, Dec. 31 2842 9307 5 12154 3619
CarryingamountsatJan. 1 3719 3500 670 7 889 2241
Carrying amounts at Dec. 31 3915 3877 1199 8991 2342

2020 Buildings andland Machinery and equipment Constructionin progress and advances Total Rental equipment
Cost
Openingbalance, Jan. 1 6353 12000 565 18918 5980
Investments 96 534 829 1459 486
Business acquisitions 243 103 23 369 -5
Disposals -39 —651 - -690 -433
Reclassifications 153 591 -704 40 -117
Translation differences 451 -867 -43 -1361 -688
Closing balance, Dec. 31 6355 11710 670 18735 5223
Depreciation and impairment losses
Openingbalance, Jan. 1 2593 8304 - 10897 3122
Depreciation for the period 246 1066 - 1312 735
Impairment charge for the period - 2 - 2 -
Disposals -37 -597 - -634 -410
Reclassifications 18 16 - 34 -92
Translation differences -184 -581 - -765 -373
Closing balance, Dec. 31 2636 8210 - 10 846 2982
CarryingamountsatJan. 1 3760 3696 565 8021 2858
Carrying amounts at Dec. 31 3719 3500 670 7889 2241

For information regarding principles for
depreciation and impairment, see note 1.

See note 2 for information on business
acquisitions.
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FINANCIAL STATEMENTS — NOTES
L 14. Investmentsin associated companies and joint ventures 15.  Other financial assets
Accumulated capital participation 2021 2020 Thefa.irvalue?ofﬁnancial instruments under other financial assets corresponds
I ) to their carrying value.
Openingbalance, Jan. 1 931 1037 =
Acquisitions of joint ventures = 0 2021 2020 3
Dividends 36 49 Non-current S
Profit for the year afterincome tax 36 33 Pension and other similar benefit assets (note 23) 781 496 5
EINANCIALS Translation differences 0 90 Financial assets at fair value through OCI 16 15 o
Closing balance, Dec. 31 931 931 Financial assets at fair value through profit or loss 37 26 =
Group Financial assets measured atamortized cost:
Consolidated income statement —leasereceivables 72 82
—
Consolidated statement of Thetables below are based on the most recent financial reporting available from associated companies and joint ventures. —otherfinancial receivables 59 54 E
(()HUJ\L“C‘!‘S\\Q Income 2021 closing balance’ Dec.31 965 673 G
C fated balance sheet 3
reolgatea balance shee Summary of financial information for associated Profit for Group's Carrying Current ,__'
Consolidated statement companies and joint ventures Country  Assets” Liabilities " Equity”  Revenues” theyear” share,%? value Dec.31 Financial assets at fair value through profit or loss 587 - 3
of changes in equity Associated companies Financial assets measured at amortized cost: 3
Consolidated statement Qingdao Qianshao Pneumatic Tool Manufacturing Tech Ltd. China 59 18 41 31 -7 25 10 —lease receivables 29 20 }';
of cash flows ) . ] : ’ o
ofcashflows ReintubeS.L. Spain 9 5 4 14 0 47 1 —otherfinancial receivables 231 38
* Notes ISRA Immobilie Berlin GmbH Germany 74 80 -6 6 1 49.99 0 Closing balance, Dec. 31 847 58
. =
Parent company Jointventures . . . ) . T
- Seenote 22 forinformation on leases and note 27 forinformation on credit m
Toku-Hanbai Group Japan 419 183 236 883 16 50 118 risk 3
Ulvac Cryogenics Inc. Japan 1260 430 830 716 59 50 802 ;
Total 931 =
=
" Presented amounts for associated companies and joint ventures are for 100% of the company. 2
2 The Atlas Copco percentage share of each holding represents both ownership interest and voting power. g

2020

Summary of financial information for associated Profit for Group's Carrying

companies and jointventures Country  Assets”  Liabilities " Equity”  Revenues” theyear " share, %? value Dec.31 m
Associated companies E
Qingdao Qianshao Pneumatic Tool Manufacturing Tech Ltd. China 59 16 43 28 -7 25 11 [a]
ReintubeS.L. Spain 7 3 4 9 0 47 1 E
ISRAImmobilie Berlin GmbH Germany 75 81 -6 29 0¥ 49.99 0
Jointventures
Toku-Hanbai Group Japan 399 180 219 819 4 50 110

Ulvac Cryogenics Inc. Japan 1257 416 841 752 69 50 809
Total 931

' Presented amounts for associated companies and joint ventures are for 100% of the company.
2 The Atlas Copco percentage share of each holding represents both ownership interest and voting power.
3 Included fromthe date of acquisition.
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FINANCIAL STATEMENTS — NOTES
L 16. Inventories 18. Otherreceivables
2021 2020 Thefairvaluepfﬁnanjcial instrumentsincluded in other receivables corre-
_ ) sponds to their carrying value.
Raw materials 3052 2075 =
Work in progress 3553 2806 2021 2020 3
Semi-finished goods 4963 3626 Derivatives: S
Finished goods 6233 4943 —atfairvalue through profit or loss 9 307 s
) d
Closing balance, Dec. 31 17 801 13450  —atfairvaluethrough OCI - 89 o
FINANCIALS ) ) . 2
Financial assets measured atamortized cost:
Group Provisions for obsolescence and other write-downs of'mventones reForded _otherreceivables 2922 2178
) ) B as cost of salesamounted to 553 (547). Reversals of write-downs which were
Consolidated income statement recognized in earnings totaled 71 (30). Previous write-downs have been —contractassets 3545 2826 .
Consolidated statement of reversed as a result of improved market conditionsin certain markets. Prepaid expenses 943 607 X
comprehensive income Inventories recognized as expense amounted to 46 717 (41 989). Closing balance, Dec. 31 7419 6007 ;
Consolidated balance sheet . ) . . . . J_>|
Other receivables consist primarily of VAT claims and advances to suppliers. <
Conso idated statement Contract assets relate mainly to service and construction projects. Impairment 7
of changes in equity losses recognized on contract assets were insignificant. Prepaid expenses 8
Consolidated statement include items such asinsurance, ITand employee costs. ]
of cash flows Seenote 27 forinformation on the Group's derivatives. (o]
* Notes
-
Parent company T
m
o
17. Tradereceivables 19. Cashand cash equivalents >
=
Thefairvalue for trade receivables corresponds to their carrying value. The fairvalue of cash and cash equivalents corresponds to their carrying value. =
Trade receivables are measured atamortized cost. Cash and cash equivalents are measured at amortized cost. <
m
Expected credit losses, trade 2021 2020 2021 2020 s
Opening balance, Jan. 1 780 711 Cash 17 863 10778
Business acquisitions and divestments 42 52 Cash equivalents 1127 877
Provisions recognized for potential losses 268 401 Closing balance, Dec. 31 18990 11655 -
Amounts used for established losses -172 -144 . . . . Z
— During 2021, cash and cash equivalents had an estimated average effective JZ>
Release of unnecessary provisions —222 -163 interest rate of 0.15% (0.38). The committed, but unutilized, credit lines were o
Translation differences 49 =77 MEUR 1640 (1 640), which equaled to MSEK 16 788 (16 467). 'Zg
Closing balance, Dec. 31 745 780 See note 27 for additional information. ©

Trade receivables of 21 954 (18 801) are reported net of expected credit losses
and otherimpairments amounting to 745 (780).

Expected creditlosses and impairment losses recognized in the income
statementtotaled-10(193).

For creditriskinformation, see note 27.
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20. Equity
2021 2020

Shares outstanding Ashares Bshares Total Ashares Bshares Total
Opening balance, Jan. 1 839394096 390219008 1229613104 839394096 390219008 1229613104
Total number of shares, Dec. 31 839394096 390219008 1229613104 839394096 390219008 1229613104
—ofwhich held by Atlas Copco -11422736 - -11422736 -13420451 - -13420451
Total shares outstanding, Dec. 31 827971360 390219008 1218190 368 825973 645 390219008 1216192653
At December 31,2021 Atlas Copco AB's share capital amounted to SEK 786 008 190 distributed among 1 229 613 104 shares, each with a quota value of approximately SEK 0.64 (0.64).
Series Ashares entitle the holder to one voting right and series B shares entitle the holder to one-tenth of a voting right per share.

Number of shares held by Atlas Copco Costvalue affecting equity

Repurchases/Divestment of shares 2021 AGMmandate 2021 Apr—Dec. ~ AGM mandate 2020Jan.—Mar. 2020 AGMmandate 2020 Apr—Dec. ~ AGMmandate 2019Jan.—Mar. 2021 2020
Opening balance, Jan. 1 13420451 12566840 3718 3211
Repurchase of Ashares 700000 700000 3000000 3000000 416 1097
Divestment of Ashares -2697715 -2039772 -657943 -2137490 -1922667 -214823 -748 -590
Divestment of Bshares - - - -8899 -8899 - - -
Closing balance, Dec. 31 11422736 13420451 3386 3718
Percentage of shares outstanding 0.9% 1.1%

The 2021 AGM approved a mandate for the Board of Directors to repurchase
and sell series A shares on Nasdaq Stockholmin order to fulfill the obligations
underthe performance stock option plan. The mandate is valid until the next
AGM and allows:

e Thepurchase of not morethan 2450000 series A shares, whereof a maxi-
mum 2 000 000 may be transferred to personnel stock option holders
underthe performance stock option plan 2021.

e Thepurchase of not more than 15000 series Ashares, later to be sold onthe
marketin connection with payment to board members who have opted to
receive synthetic shares as part of their board fee.

¢ Thesaleof not morethan 15000 series A shares to cover costs related to
previously issued synthetic shares to board members.

¢ Thesale of maximum 6 800 000 series A shares in order to cover the obliga-
tions under the performance stock option plans 2016,2017 and 2018.

The 2020 AGM approved a mandate for the Board of Directors to repurchase
andsell series A shares and series B shares on Nasdaq Stockholmin order to
fulfill the obligations under the performance stock option plan. The mandate
isvalid until the next AGM and allows:

e Thepurchase of not more than 3350000 series A shares, whereof a maxi-
mum 2700 000 may be transferred to personnel stock option holders
under the performance stock option plan 2020.

¢ Thepurchase of notmorethan 15000 series Ashares, later to be sold onthe
marketin connection with payment to board memberswho have opted to
receive synthetic shares as part of their board fee.

e Thesaleof notmorethan 10000 series A shares to cover costs related to
previously issued synthetic shares to board members.

* Thesale of maximum 7 000000 series Aand Bsharesin orderto cover the
obligations under the performance stock option plans 2015, 2016 and 2017.

Repurchases and sales are subject to market conditions, regulatory restric-

tions, and the capital structure atany given time. During 2021, 700 000 series A
shares were repurchased while 2 697 715 series A shares were divested in
accordance with mandates granted by the 2020 and 2021 AGM. Further infor-
mation regarding repurchases and sales in accordance with AGM mandates is
presented in the table above. The series Ashares are held for possible delivery
underthe 2016-2021 personnel stock option programs.

The series Bshares held can be divested over time to cover costs related to
the personnel stock option programs, including social insurance charges, cash
settlements or performance of alternative incentive solutions in countries
where allotment of employee stock options are unsuitable. The total number
of shares of series A and series B held by Atlas Copcois presented in the table
above.

Reserves
Consolidated equity includes certain reserves which are described below:

Hedging reserve
The hedging reserve comprises the effective portion of net changes in fair
value for certain cash flow hedging instruments.

Translation reserve

The translation reserve comprises all exchange differences arising from the
translation of the financial statements of foreign operations, the translation
ofintra-group receivables from or liabilities to foreign operations thatin sub-
stance are part of the netinvestmentin the foreign operations, as well as from
the translation of liabilities that hedge the company’s netinvestmentsin for-
eign operations.

Non-controlling interest

Non-controlling interestamountsto 1(319). During 2021, the Group acquired
the remaining part of the non-controlling interest of ISRAVISION and a
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portion of the remaining non-controlling interest of Atlas Copco (India) Ltd.
In total five subsidiaries have non-controlling interest.

Appropriation of profit

The Board of Directors proposes a dividend of SEK 7.60 (7.30) per share, total-
ing SEK 9258 246 797, to be paid in two installments. Shares held by the com-
pany on December 31,2021 are excluded.

SEK
Retained earningsincluding reserve for fair value 138414537596
Profit forthe year 5176207 640

143590 745 236

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

Tothe shareholders, a dividend of SEK 7.60 per share 9258246797
To beretainedinthe business 134332498439
Total 143590745 236

The proposed dividend for 2020 amounted of SEK 7.30 per share was approved
by the AGM on April 27,2021 and was paid accordingly by Atlas Copco AB.
Total dividend paid amounted to SEK 8889 311 863.

Share split and mandatory share redemption

The Board also proposes a share splitand redemption share procedure,
whereby every share s splitinto four (4) ordinary shares and one (1) redemp-
tion share. The redemption share is automatically redeemed at SEK 8.00 per
share. This corresponds to a total of MSEK 9 746. Combined with the proposed
ordinary dividend, shareholders will receive MSEK 19 004. The payment of the
redemption share would, if approved, be made around June 13,2022.
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21. Borrowings

The Group's credit facilities are specified in the table below.

2021 2020
; R_epurchased Carrying Fair Carrying Fair Credit facilities Nominal amount Maturity Utilized
Concurrent Maturity nominalamount amount value amount value Commercial papers 12 MSEK 14.095 B B
Medium Term Note Program MEUR 500 2023 5114 5283 5013 5316 E:Z::::::: M'\:LE:TZSZ igii :
Medium Term Note Program MEUR 500 2026 5114 5226 5015 5223 Equivalentin SEK MSEK 30 882 -
Medium Term Note Program MEUR 300 2029 3050 3019 2989 3037
Bilateral borrowings NIB MEUR 200 2024 2047 2078 2008 2058 Y Interest is based on market conditions at the time when the facility is utilized. Maturity is set when the facility is utilized.
Bilateral borrowings EIB MEUR 200 2022 MEUR 100 1024 1026 2008 2021 2 szjeor;\grimum amounts available under these programs total MEUR 400 and MSEK 10 000 corresponding to a total of MSEK14 095
Bilateral borrowings EIB MEUR 200 2027 2047 2051 2008 2091 '
Bilateral borrowings EIB MEUR 100 2028 1024 1024 - -
Otherbankloans 167 167 210 210 The Group's short-term and long-term borrowings are distributed among the currencies detailed in the table below.
Less current portion of long-term 2021 2020
borrowings -1045 -1026 -1 -1 Currency Local currency (millions) MSEK % Local currency (millions) MSEK %
Total non-current bonds and loans 18542 18848 19250 19955 EUR 2165 22166 89 2159 21681 28
Lease liabilities 2328 2328 2400 2400 SEK 184 184 1 261 261 1
Otherfinancial liabilities 23 23 19 19 USD 81 734 3 95 778 3
Total non-current borrowings 20893 21199 21669 22374 Others B 1790 7 _ 1926 P
Current Total 24874 100 24646 100
Current portion of long-term borrowings 1045 1026 1 1
Short-term loans 1915 1915 2007 2007 The following table shows the maturity structure of the Group's borrowings and includes the effect of interest rate
Lease liabilities 1021 1021 969 969 swaps.
Total currentborrowings 3981 3962 2977 2977 Maturity Fixed Floating " Carrying amount Fairvalue
Closing balance, Dec. 31 24874 25161 24646 25351 2022 130 3853 3983 3986
2023 5955 - 5955 6124
The difference betyveen carrying valuea.ndfairvaluerelat.es.tothe measurement method.ascertainIiabil.itiesare ig;: :: 2 OA? 2 2?: 22?;
reported atamortized costand not at fairvalue. Changesin interest rates and credit margins create the difference
between fair value and amortized cost. See additional information about the Group's exposure to interest rate risk 2026 5328 - 5328 5440
and foreign currency risk in note 27. 2027 2219 - 2219 2222
In 2019, Atlas Copco AB entered into a 7-year MEUR 300 loan agreement with the European Investment Bank. 2028 1147 _ 1147 1147
MEUR 200 was utilized in 2020 and additional MEUR 100 was utilized in 2021.
Shorttermloansinclude supply chain financing contracts with remaining payment terms exceeding 180 days. 2029 3139 - 3139 3108
Atlas Copco hasalong-term debt rating of A+ (A+) from Standard & Poor’s Corporation and A+ (A+) from Fitch 2030 and after 162 - 162 162
Ratings. Otherthan standard undertakings such as negative pledge and pari passu, interest-bearing loans, borrowings Total 18974 5900 24874 25161

and committed creditlines are not subject to any financial covenants.

" Floating interestin the table corresponds to borrowings with fixings shorter or equal to sixmonths.
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21. Borrowings, continued

2021 Cash changes Non cash changes
ngiljess
acquisitions

Opening Financing Business Lease and Changeinfairvalue Changeinfairvalue Closing balance,
Reconciliation of liabilities from financing activities balance, Jan. 1 cash flows acquisitions  Lease additions deductions divestments through P/L through equity FXchange Reclassification Other Dec.31
Non-current
Non-currentbonds and loans 19250 -136 - - - 86 8 300 81 -1038 -9 18542
Lease liabilities 2400 - - 447 -94 81 20 - 128 —654 - 2328
Otherfinancial liabilities 19 4 -4 - - 2 1 - 1 - - 23
Total non-current liabilities 21669 -132 -4 447 -94 169 29 300 210 -1692 -9 20893
Current
Current portion of long-term borrowings 1 -14 - - - - - - - 1058 - 1045
Short-term loans 1793 95 - - - 24 - - 35 -20 -12 1915
Lease liabilities 969 -1214" - 565 -75 25 48 - 49 654 - 1021
Total currentliabilities 2763 -1133 - 565 -75 49 48 - 84 1692 -12 3981
Total 24432 -1265 -4 1012 -169 218 77 300 294 - =21 24874
" Includes paid interest on lease liabilities.
2020 Cash changes Non cash changes

Opening Financing Business Lease Business  Changeinfairvalue Changeinfairvalue Closing balance,
Reconciliation of liabilities from financing activities balance, Jan. 1 cash flows acquisitions  Lease additions deductions acquisitions through P/L through equity FXchange Reclassification Dec.31
Non-current
Non-current bonds and loans 17704 2252 - - - 59 6 -554 -215 -2 19250
Lease liabilities 2670 - - 519 -71 128 21 - -197 —670 2400
Otherfinancial liabilities 26 2 -5 - - - - - -2 -2 19
Total non-current liabilities 20400 2254 -5 519 -71 187 27 -554 -414 -674 21669
Current
Current portion of long-term borrowings 11 -10 - - - - - - -1 1 1
Short-term loans 1970 -566 - - - 502 1 - -115 1 1793
Lease liabilities 973 -1227" - 602 -66 42 59 - -84 670 969
Total currentliabilities 2954 -1803 - 602 -66 544 60 - -200 672 2763
Total 23354 451 -5 1121 -137 731 87 -554 -614 -2 24432

"V Includes paid interest on lease liabilities.

Cash flow from financing activities also includes net “Settlement of CSA” (Credit Support Annex) of MSEK-440 (-79) which is notincluded in the tables above.
In December 2021, the financial liability related to CSA amounted to MSEK 0 (214).
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22. Leases

Group as a lessee

Atlas Copco’s lease portfolio consists mainly of leased buildings such as offices and warehouses, vehicles and production equipment. There are several lease
contracts with extension options and variable lease payments. Carrying amounts and movements of the right-of-use asset are presented in the tables below:

Right-of-use assets, 2021 Buildings andland Machinery and equipment Rental equipment Total
Cost
Opening balance, Jan. 1 3 491 1510 38 5039
Additions 583 434 - 1017
Business acquisitions and divestments 84 19 7 110
Deductions -246 -245 -12 -503
Reclassifications -1 -13 - -24
Translation differences 216 71 1 288
Closing balance, Dec. 31 4117 1776 34 5927
Depreciation and impairment losses
Opening balance, Jan. 1 1080 674 24 1778
Depreciation and impairment for the period 701 438 8 1147
Divestments - -1 - -1
Deductions -109 -218 -7 -334
Reclassifications -15 -8 - -23
Translation differences 81 35 - 116
Closing balance, Dec. 31 1738 920 25 2683
Carryingamounts, Jan. 1 2411 836 14 3261
Carrying amounts, Dec. 31 2379 856 9 3244

Right-of-use assets, 2020 Buildings andland Machinery and equipment Rental equipment Total
Cost
Opening balance, Jan. 1 3176 1408 47 4631
Additions 677 446 - 1123
Business acquisitions 157 13 - 170
Deductions -208 -192 -3 -403
Reclassifications -25 -37 -4 -66
Translation differences -286 -128 -2 -416
Closing balance, Dec. 31 3491 1510 38 5039
Depreciation and impairment losses
Openingbalance, Jan. 1 610 442 22 1074
Depreciation and impairment for the period 702 454 8 1164
Deductions -121 -143 -3 -267
Reclassifications -25 -25 -2 -52
Translation differences -86 -54 -1 -141
Closing balance, Dec. 31 1080 674 24 1778
Carryingamounts, Jan. 1 2566 966 25 3557
Carrying amounts, Dec. 31 2411 836 14 3261

The following amounts have been recognized in profit or loss:

Leasing in income statement 2021 2020
Depreciation and impairment expense on
right-of-use assets -1147 -1164
Interest expense on lease liabilities -68 -80
Expense relating to leases of low value assets -53 -44
Expense relating to short-term leases -105 -105
Expense relating to variable lease payments =27 -29
Income from subleasing right-of-use assets 8 6
Total amount recognized in profit or loss -1392 -1416

For cash outflows related to leases, the principal paymentamountsto 1 154
(1155) and the interest portion of lease payments to 60 (72). The principal pay-
ment is recognized as cash flow from financing activities and the interest por-
tion of the lease payment as cash flow from operating activities, net financial
items paid. For furtherinformation, see consolidated statements of cash flow
andnote 21.

Lease contracts thatinclude extension options are mainly related to prem-
ises, machinery and equipment. Management uses significantjudgementin
determining whether these extension options are reasonably certain to be
exercised. Extension options reasonably certain to be exercised are includedin
thelease term. Future cash outflow relating to extension options expected not
to be exercised amountsto 175 (157). For leases that have not yet commenced,
the future cash outflow amountsto 48 (13).

For carrying amounts and movements of lease liabilities related to
the right-of-use assets, see note 21.

The maturity analysis of lease liabilities is disclosed in note 27.
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FINANCIAL STATEMENTS — NOTES

22. Leases, continued

Group as a lessor

Asalessor, the Group has finance and operating lease contracts, see note 1 for furtherinformation.

Finance leases - lessor

Atlas Copco has equipment which is leased to customers under finance leases. Future payments to be received fall due as follows:

2020

Grossinvestment

Presentvalue of
minimum lease payments

Gross investment

Presentvalue of

minimum lease payments

Lessthanoneyear 31 29 21 20
Between one and five years 67 61 77 69
More than five years 9 6 8 7
Total 107 96 106 96
Unearned financeincome - 6 - 4
Unguaranteed residual value - 5 - 6
Total 107 107 106 106
Operating leases - lessor
Atlas Copco has equipment which is leased to customers under operating leases. Future payments for non-cancellable operating leasing contracts fall due
asfollows:

2021 2020
Lessthan oneyear 17 103
Between one and five years 235 148
More than five years 47 18
Total 399 269

Contingentrentrecognized asincome amountedto 1(5).
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23. Employee benefits

Post-employment benefits

Atlas Copco provides post-employment defined benefit pensions and other
long-term employee benefitsin most of its major locations. The most signifi-
cant countriesin terms of size of plans are Belgium, Germany, Sweden, the
United Kingdom and the United States. Some plans are funded in advance
with certain assets or funds held separately from the Group for future benefit
payment obligations. Other plans are unfunded and the benefits from those
plans are paid by the Group as they fall due.

The plansin Belgium cover early retirement, jubilee, and termination
indemnity and are all unfunded.

The plansin Germany cover pensions, early retirements and jubilee. The
plans are funded.

There are three defined benefit pension plansin Sweden. The ITP planisa
final salary pension plan covering the majority of white-collar employeesin
Sweden. Atlas Copco finances the benefits through a pension foundation.
The second plan relates to a group of employees earning more than ten
income base amounts that has opted outfrom the ITP plan. This planis
insured. The third defined benefit pension plan relates to former senior
employees now retired. In Sweden, in addition to benefits relating to retire-
ment pensions, Atlas Copco has obligations for family pensions for many of
the Swedish employees, which are funded through a third-party insurer,
Alecta. This planisaccounted for as a defined contribution plan as sufficient
information for calculating the net pension obligationis not available.

Inthe United Kingdom, there is a final salary pension plan. This planis
funded. In 2010, the plan was converted to a defined contribution plan for
future services.

Inthe United States, Atlas Copco provides a pension plan, a post-retirement
medical plan, and a number of supplemental retirement pension benefits for
executives. The pension planis funded while the other plans are unfunded.

The Group identifies a number of risks in investments of pension plan assets.
The mainrisks are interest rate risk, market risk, counterparty risk, liquidity and
inflation risk, and currency risk. The Group is working on a regular basis to han-
dletherisks and has along-term investment horizon. The investment portfolio
should be diversified, which means that multiple asset classes, markets and
issuersshould be utilized. An asset and liability management assessment
should be conducted periodically. The study should include a number of ele-
ments. The mostimportant elements are the duration of the assets and the
timing of liabilities, the expected return of the assets, the expected develop-
ment of liabilities, the forecasted cash flows and theimpact of a shiftin interest
rates on the obligation.

The netobligations for post-employment benefits and otherlong-term
employee benefits have been recorded in the balance sheet as follows:

2021 2020
Financial assets (note 15) -781 -496
Post-employment benefits 3114 3488
Other provisions (note 25) 91 91
Closing balance, net 2424 3083

The tables below show the Group's obligations for post-employment benefits and other long-term employee benefits, the assumptions used to determine these
obligations and the assets relating to these obligations for employee benefits, as well as the amounts recognized in the income statement and the balance sheet.

The netamount recognized in the balance sheetamounted to 2 424 (3 083). The weighted average duration of the obligation is 15.8 (15.5) years.

Post-employment benefits

2021 Funded pension plans Unfunded pension plans Otherfunded plans Otherunfunded plans Total
Presentvalue of defined benefit obligations 10350 1451 76 153 12030
Fairvalue of plan assets -9586 - -85 - -9671
Present value of net obligations 764 1451 -9 153 2359
Effect of asset ceiling 25 - - - 25
Otherlong-term service obligations - - 40 - 40
Netamountrecognized in the balance sheet 789 1451 31 153 2424
Post-employment benefits
2020 Funded pension plans Unfunded pension plans Otherfunded plans Otherunfunded plans Total
Presentvalue of defined benefit obligations 9728 1416 72 160 11376
Fairvalue of plan assets -8248 - -73 - -8321
Present value of net obligations 1480 1416 -1 160 3055
Otherlong-term service obligations - - 28 - 28
Netamountrecognized in the balance sheet 1480 1416 27 160 3083
Plan assets consist of the following: 2021

Quoted market price Unquoted market price Total 2020
Debtinstruments 986 166 1152 1360
Equity instruments 711 322 1033 730
Property 830 928 1758 1116
Assets held by insurance companies 151 1822 1973 1872
Cash 622 - 622 624
Investment funds 806 712 1518 1358
Derivatives 787 4 791 7
Others 38 786 824 1254
Closing balance, Dec. 31 4931 4740 9671 8321
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23. Employee benefits, continued

MSEK
12000

M Europe
North America 10000
Rest of the world 8000

6000

4000
2000

2021 2020

The total benefit expense for defined benefit plans amounted to 379 (549),
whereof 345 (511) have been charged to operating expenses and 34 (38) to
financial expenses. Expenses related to defined contribution plans amounted

to0 941 (888).

Movements in plan assets 2021 2020 Movements in present value of the obligations for Principal actuarial assumptions at the balance sheet
h ! - e
Fairvalue of plan assets at Jan. 1 8321 8536 defined benefits 2021 2020 date (expressed as weighted averages in %) 2021 2020
. Defined benefitobligations atJan. 1 11376 11665 Discountrate
Interestincome 107 141
Currentservice cost 356 359 Europe 1.16 1.09
Remeasurement—return on plan assets 991 411
Pastservice cost -7 145 North America 2.71 2.10
Settlements -12 -
Employer contributions 100 143 Intereslt exp"ense +) . 141 179 Future salary increases
Plan members contributions 13 12 Actua}rlalgamg (-)/ losses (+) arising from Europe 2.27 1.53
experience adjustments =11 -135 Medical cost trend rate
Administrative expenses -14 -n Actuarial gains (-)/ losses (+) arising from North America 6.22 6.22
Benefit paid by the plan -312 -270 financial assumptions 215 505 : :
Reclassifications - -138 Actuarial gains (-)/ losses (+) arising from The Group hasidentified discount rate, future salary increases, and mortality
Translation differences 477 -555 demographicassumptions -46 -42 asthe primary actuarial assumptions for determining defined benefit obliga-
Fairvalue of plan assets, Dec. 31 2671 8321 Business acquisitions 3 55 tions. Changes in those actuarial assumptions affect the present value of the
' netobligation. The discount rate is determined by reference to market yields at
Settlements —24 - P ) . .
: : the balance sheet date using, if available, high quality corporate bonds (AAA
The plan assets are allocated among the Benefits paid from plan or company assets —544 498 or AA) matching the duration of the pension obligations. In countries where
foliowing/geoaraphicaress: 202] 2020 Reclassifications - -137 corporate bonds are notavailable, government bonds are used to determine
Europe 8556 7249 Translation differences 571 720 thediscountrate. In Sweden inline with prior years, mortgage bonds are used
North America 682 647 . . . fordetermining the discount rate.
Restofthe world e 425 Defined benefit obligations, Dec. 31 12030 11376 Atlas Copco’s mortality assumptions are set by country, based on the most
o L recent mortality studies that are available. Where possible, generational mor-
Total 9671 8321 Remeasurements recognized in other comprehensive income amounted to tality assumptions are used, meaning that they include expected improve-
-808 (-93)and -1 (10) in profitand loss. The Group expects to pay 384 (373) in T .
contributions to defined benefit plansin 2021 mentsinlife expectancy overtime.
Asset ceiling 2021 2020 ’ Thetable below shows the sensitivity analysis for discount rate and increase
Asset ceiling at Jan. 1 B B in life expectancy and describes the potential effect on the present value of the
9 : — Expenses recognized in the income statement 2021 2020 defined pension obligation.
Remeasurements—asset ceiling 24 - Current service cost 356 359
Translation differences 1 - Past service cost -7 145 Sensitivity analysis Europe North America
Asset ceiling, Dec. 31 25 ~  Netinterestcost 34 38  Changeindiscountrate+0.5% -814 -33
Employee contribution/ participant contribution -13 -14 Changeindiscountrate—0.5% 908 36
Remeasurement of other long-term benefits -1 10 Increasein life expectancy, +1 year 376 19
The defined benefit obligations for employee benefits consist Administrative expenses 10 "
of plans in the following geographic areas: Total 379 549
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FINANCIAL STATEMENTS - NOTES

Share value based incentive programs

In2016-2020, the Annual General Meeting decided on performance-based
personnel stock option programs based on a proposal from the Board on an
option program for the respective years. In 2021, the Annual General Meeting
decided on a performance-based personnel stock option program for 2021
similarto the 2016-2020 programs.

Option programs 2016-2021

Atthe Annual General Meeting 2016-2021 respectively, it was decided to
implement performance-based personnel stock option programs. The deci-
sion to grant options was made in April each year and the options were issued
in March the following year (issue date). The number of options issued for each
program year depended on the value creation in the Group, measured as Eco-
nomicValue Added (EVA, defined as the sum of adjusted operating profitand
interestincome less tax expenses and cost of capital), for the respective pro-
gramyear. For the 2021 option program, the number of options varies on a lin-
ear basis within a preset EVA interval. The size of the plan and the limits of the
interval have been established by the Board and have been approved by the
Annual General Meeting and are compatible with the long-term business plan
of the Group.

In connection to theissue, the exercise price was calculated as 110% of the
average trading price for series A shares during a ten-day period following the
date of the publishing of the fourth quarterreport. The options were issued
without compensation paid by the employee and the options remain the
property of the employee only to the extent that they are exercisable at the
time employmentis terminated. The 2016-2021 programs have a term of
sevenyears. The optionsinthe 2016-2021 programs are not transferable and
become exercisable at 100% three years after grant.

The 2016-2021 programs include a requirement for Group Management
anddivision presidents (33 in total) to purchase Atlas Copco Ashares for 10%
of their gross base salaryin order to be granted options. A lower amount of
investment will reduce the number of options proportionately. Further,
Group Management and division presidents who have invested in Atlas
Copco A shares will have the right (a “matching option”) to purchase one

publishing of the fourth quarter report. This right applies from three years
after grant until the expiration of the stock option program.

The Board had theright to decide toimplement an alternative incentive
solution (SARs) for key personsin such countries where the grant of personnel
stock options was not feasible.

Inthe 2016-2017 programs, the options have been possible to be settled
by the Company paying cash equal to the excess of the closing price of the
shares over the exercise price on the exercise day, less any administrative fees.
Due to this choice of settlement, these options where classified for account-
ing purposes as cash-settled in accordance with IFRS 2. As from 2021, such
request can no longer be made and therefore only those options where the
participant has opted for cash conversion priorto 2021 are accounted for as
cash-settled.

The Black-Scholes modelis used to calculate the fair value of the options/SARs
inthe programs atissue date. For the programsin 2020 and 2021, the fair value
of the options/SARs was based on the following assumptions:

2021 Program 2020 Program

Key assumptions (Dec.31,2021) (atissue date)

Expected exercise price SEK 685/467 " SEK 0/357"2
Expected volatility 30% 30%
Expected options life (years) 43 4.1
Expected share price SEK 622.60 SEK 546.80
Expected dividend (growth) 7.3 (6%) 7.0 (6%)
Risk free interest rate 1.00% 1.00%
Expected average grantvalue SEK 119.54/200.65 SEK0/176.43
Maximum number of options 1920585 2653352
—ofwhich forfeited -16 668 -2653352
Number of matching options 23301 28840

 Matching options for Group Management and division presidents.

The expected volatility has been determined by analyzing the historic
development of the Atlas Copco A share price as well as other shares on the
stock market.

When determining the expected option life, assumptions have been
made regarding the expected exercising behavior of different categories of
optionees.

Forthe stock optionsinthe 2016-2021 programs, the fair value is recognized
as an expense over the following vesting periods:

Program Vesting period Exercise period

Stock options From To From To
2016 May 2016 April 2019 May 2019 April 2023
2017 May 2017 April 2020 May 2020 April 2024
2018 May 2018 April 2021 May 2021 April 2025
2019 May 2019 April 2022 May 2022 April 2026
20207 N/a N/a N/a N/a
2021 May 2021 April 2024 May 2024 April 2028

" No optionsissued as the EVA target for the Group was not met.

Forthe 2021 program, a new valuation of the fair value has been made and will
be made at each reporting date until the issue date.

share pereach share purchased at a price equal to 75% of the average trading 2 Actual.
price for series A shares during a ten-day period following the date of the
Timeline 2021 long term incentive program
Group Management's
and division presidents’ own
Annual General Meeting Information of grant investments Exercise price set Issue of options Plan expires
Vesting period Options and matching options exercisable
April 2021 May 2021 June 2021 February 2022 March 2022 May 1,2024 April 30,2028
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FINANCIAL STATEMENTS - NOTES
L 23. Employee benefits, continued
1 For SARs and the options classified as cash-settled, the fair value is recognized as an expense over the same vesting contributions are accounted for in accordance with the statement from the Swedish Financial Reporting Board (UFR 7)
I period; the fair value is, however, remeasured at each reporting date and changes in the fair value after the end of and are classified as personnel expenses.
the vesting period continue to be recognized as a personnel expense. Inthe balance sheet, the provision for share appreciation rights and stock options classified as cash-settled as of =
In accordance with IFRS 2, the expense in 2021 for all share-based incentive programs, excluding social costs, December 31 amounted to 391 (259). Atlas Copco shares are held by the Parent Company in order to cover commitments 3
amountedto 459 (239) of which 212 (158) refer to equity-settled options. The related costs for social security underthe programs 20162021, see also note 20. 8
5
Summary of share value based incentive programs Number of options/rights 2021 " g
FINANCIALS B o ; - ; , Average z
Initial Initial Fairvalue Intrinsic Conversion Timeto  stock price for
Group number of number Expiration Exercise Type of atissue value for Outstanding options/ Expired/  Outstanding —ofwhich  expiration, exercised
Program employees of options date price, SEK share date vested SARs Program Jan.1 rights? Exercised forfeited Dec.31 exercisable  inmonths options, SEK
Consolidated income statement StOCk Opﬁons StOCk OptiOnS .
Conso K}Wed statement of 2015 254 3430049 Apr.30,2020 144.14 A 33.90 - 2016 1074763 -148564 361184 - 565015 565015 16 525 z
comprenensive Income —-—
i 2016 256 7279231 Apr.30,2023 230.18 A 66.70 - 2017 1332678 -203538 405611 - 723529 723529 28 531 2
Conoldatedbance sheet 2017 262 3046532 Apr.30,2024 286.81 A 64.20 - 2018 2309690 92010 875860 15230 1510610 1510610 40 544 2
cgnﬁmawﬁigtjzimem 2018 269 2401107  Apr.30,2025 264.00 A 58.70 - 2019 3312214 168400 - 105667 3374947 - 52 - §
OoT changes equity
: i 2019 267 3343789 Apr. 30,2026 393.00 A 56.50 - o
Consolidated statement Matching options a
ofcashflows Matching options 2016 10999 - 2026 - 8973 8973 16 506 ©
« Notes 2015 29 52357 Apr. 30,2020 98.54 A 63.20 - 2017 22739 _ 8578 _ 14161 14161 28 508
Parent company 2016 27 41048  Apr.30,2023 157.38 A 106.20 - 2018 40102 - 7542 - 32560 32560 40 547 I
m
2017 34 36743 Apr.30,2024 195.62 A 108.40 - 5019 27622 _ ~ 677 26945 _ 5> _ <
2018 29 41616 Apr. 30,2025 180.00 A 92.80 - 2020 28840 _ _ 691 28149 _ 64 _ :>u
2019 30 27622 Apr. 30,2026 268.00 A 98.20 - >
2020 31 28840 Apr. 30,2027 357.00 A 176.43 - Share appreciation rights -
2016 347613 148 564 147 413 - 348764 348 764 16 521 E
Share appreciation rights 2017 276939 203538 192280 - 288197 288197 28 496 =
2015 o4 748096 Apr.30,2020  144.14 A - = 2018 418825 92010 169609 ~ 157206 157206 40 539
2016 64 1586550 Apr. 30,2023 230.18 A - 395.62 2019 652550  -168400 - 51050 463100 - 55 ~
2017 61 606 994 Apr. 30,2024 286.81 A - 338.99
2018 57 434055 Apr. 30,2025 264.00 A _ 361.80 " Allnumbers have been adjusted for the effect of the distribution of Epiroc and share splitin 2018 in line with the method used by Nasdaq
: Stockholmto adjust exchange-traded options contracts.
2019 62 652550 Apr. 30,2026 393.00 A - -

2 Changein Sweden and China with reference to the terms and conditions.
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FINANCIAL STATEMENTS — NOTES
L 23. Employee benefits, continued
_ Number of options/rights 2020 "
Average
Timeto  stock price for =
Outstanding Expired/  Outstanding —ofwhich  expiration, exercised =
Program Jan.1 Issued Exercised forfeited Dec.31 exercisable  inmonths options, SEK g
Stock options E
2015 234518 - 234518 - - - - 340 g
FINANCIALS 2016 1747 686 - 672923 - 1074763 1074763 28 384 z
Group 2017 2288581 - 916787 39116 1332678 1332678 40 392
Consolidated income statement 2018 2393492 - - 83802 2309690 - 52 -
-
Consolidated statement of 2019 3343789 - - 31575 3312214 - 64 - T
comprehensive income A ) b
Matching options ;
Consolidated balance sheet 2015 8218 B 8218 B B B B 339 3
consolidated statement 2016 15091 - 4092 - 10999 10999 28 427 7
of changes in equity [a)
2017 28228 - 4404 1085 22739 22739 40 408 g
Consolidated statement A
of cash flows 2018 41616 - - 1514 40102 - 52 - o
2019 27622 - - - 27622 - 64 -
* Notes
2020 - 28840 - - 28840 - 76 - -
Parent company 3
m
Share appreciation rights =<
2015 32832 - 32832 - - - - 338 ;
2016 433472 - 85859 - 347613 347613 28 409 z
=
2017 421013 - 144074 - 276939 276 939 40 390 2
2018 434055 - - 15230 418825 - 52 - g
2019 652 550 - - - 652 550 - 64 -

T Allnumbers have been adjusted for the effect of the distribution of Epirocand share splitsin 2015 and 2018 in line with the method used
by NASDAQ Stockholm to adjust exchange-traded options contracts.

STVIDONVNI4

NOILVINYO4NI ¥3H1O0

Atlas Copco 2021 103




Aitlas Copco

FINANCIALS
Group
Consolidated income statement

Consolidated statement of

U)!H\J\LhU‘S\\\J Income

Consolidated balance sheet

Consolidated statement
of changes in equity

Consolidated statement
of cash flows

* Notes

Parent company

FINANCIAL STATEMENTS — NOTES

24. Otherliabilities

25. Provisions, continued

Fairvalue of other liabilities corresponds to carrying value.

Other current liabilities 2021 2020
Derivatives:
—atfairvalue through profitand loss 163 69
—atfairvalue through OCl 59 -
Otherfinancial liabilities:
—otherliabilities 2206 2099
—accrued expenses 8182 6617
Prepaid income other 40 28
Contract liabilities:
—advances from customers 5114 3027
—deferred revenues construction contracts 429 516
—deferred revenues service contracts 1951 1631
Closing balance, Dec. 31 18144 13987

Accrued expensesinclude items such as social costs, vacation pay liability,
accrued interest, and accrued operational expenses. See note 27 forinforma-

tion onthe Group's derivatives.

The amountsincluded in contract liabilities at the beginning of the year
have been recognized as revenue during the year except for 447 (376). The
main reason for revenues not recognized during the yearis that they are
related to performance obligations that will be performed in future periods.

Asoftheend of 2021, transaction price allocated to remaining performance
obligations was 14 296 (12 772) and the majority will be recognized as revenue
overthe nextthreeyears. The transaction price does notinclude consideration

thatis constrained.

25. Provisions

Product
2020 warranty  Restructuring Other Total
Openingbalance, Jan. 1 1193 225 1344 2762
During theyear:
—provisions made 1216 290 638 2144
—provisions used -945 -79 -269 -1293
—provisions reversed -169 -7 -179 -355
Business acquisitions 23 - 16 39
Translation differences -101 -18 -50 -169
Closing balance, Dec. 31 1217 411 1500 3128
Non-current 193 28 974 1195
Current 1024 383 526 1933
Total 1217 411 1500 3128
Maturity Product
2021 warranty  Restructuring Other Total
Lessthanoneyear 1037 171 418 1626
Between one and five years 214 81 857 1152
More than five years 10 19 505 534
Total 1261 271 1780 3312

Other provisions consist primarily of amounts related to share-based pay-
mentsincluding social fees, other long-term employee benefits (see note 23),

and asset restoration obligations.

26. Assets pledged and contingent liabilities

Product Assets pledged for debts to credit
2021 warranty  Restructuring Other Total institutions and other commitments 2021 2020
Openingbalance, Jan. 1 1217 411 1500 3128 Inventory and property, plantand equipment 57 61
During theyear: Endowmentinsurances 201 183
—provisions made 1219 100 926 2245 Total 258 244
—provisions used -918 —242 -407 -1567
—provisions reversed -330 -12 -268 -610
o Contingent liabilities 2021 2020
Reclassification - 10 2 12
- : Notes discounted 7 8
Translation differences 73 4 27 104 - . —
N Sureties and other contingent liabilities 252 244
Closing balance, Dec. 31 1261 271 1780 3312
Total 259 252
Non-current 224 100 1362 1686 Sureties and other contingent liabilities relate primarily to pension commit-
Current 1037 171 418 1626 ments and commitments related to customer claims and various legal matters.
Total 1261 271 1780 3312
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FINANCIAL STATEMENTS — NOTES

27. Financial exposure and principles for control of financial risks

FINANCIAL RISKS
The Group is exposed to various financial risks in its operations. These financial risks include: Funding and liquidity risk,
Interestrate risk, Currency risk, Credit riskand Other marketand price risks.

The Board of Directors establishes the overall financial policies and monitors compliance with the policies. The Group's
Financial Risk Management Committee (FRMC) manages the Group's financial risks within the mandate given by the
Board of Directors. The members of the FRMCare the CEO, CFO and Group Treasurer. The FRMC meets on a quarterly
basis or more often if circumstances require.

Financial Solutions has the operational responsibility for financial risk managementin the Group. Financial Solutions
manages and controls financial risk exposures, ensures that appropriate financing isin place through loans and commit-
ted credit facilities, and manages the Group's liquidity.

BOARD OF DIRECTORS ATLAS COPCO AB —{ Policies ‘

{

Financial Risk Management Committee (FRMC) —{ Decisions ‘

Financial Solutions —{ Execution and monitoring ‘

H Financial Solutions Asia H Financial Solutions Europe, i H Financial Solutions North America
i and Pacific i Middle East and Africa b and South America

Capital management
Atlas Copco defines capital as borrowings and equity, which at December 31 totaled MSEK 92 508 (78 180). The Group's
policyis to have a capital structure to maintain investor, creditor and market confidence and to support future develop-
ment of the business. The Board's ambition is that the annual dividend shall correspond to about 50% of earnings per
share. Inrecentyears, the Board has sometimes also proposed, and the Annual General Meeting has approved, distribu-
tions of “excess” equity to the shareholders through share redemptions and share repurchases.

There are no external capital requirementsimposed on the Group.

EARNINGS AND DISTRIBUTION PER SHARE

SEK

25 : Dividend and redemption per share, SEK
| M Extraordinary items, SEK
|

20 i Earnings per share, SEK

1500: 15,60 M Ordinary dividend per share, SEK
15 12.00 : — — — Distribution of Epiroc ABon June 18,2018
9.00 ! o '

10 22 muu BN H E = = B Proposed by the Board of Directors
|
|

5 ]

2010 2011 2012 2013 2014 2015 2016 2017|2018 2019 2020 2021*

Funding and liquidity risk

Funding riskis the risk that the Group does not have access to adequate financing on acceptable terms atany given
pointintime. Liquidity risk is the risk that the Group does not have access to its funds, when needed, due to poor market
liquidity.

Policy

The Group's policy refers to Atlas Copco AB and Atlas Copco Finance DAC as external borrowings mainly have been

heldinthese entities.

e The Group should maintain minimum MSEK 8 000 committed credit facilities to meet operational, strategicand
rating objectives.

* The average tenor, time to maturity, of the Group’s external debt, shall be atleastthreeyears.

e No more than MSEK 8 000 of the Group’s external debt may mature within the next 12 months.

¢ Adequate funding at subsidiary level shall at all times be in place.

Status atyearend
As per December 31, there were no deviations from the Group's policy.

Funding and liquidity risk 2021 2020
Committed credit facilities 16788 16467
Cash and cash equivalents 18990 11655
Average tenor, years 4.1 4.8
Short-term external debt maturities 1024 1

The overall liquidity of the Group is strong considering the maturity profile of the external borrowings, the balance of
cash and cash equivalent as of year end, and available back-up credit facilities from banks. Please refer to note 21 for
information on utilized borrowings, maturity, and back-up facilities.

Thefollowing cash flow table shows the maturity structure of the Group’s financial liabilities. The figures shown are con-
tractual undiscounted cash flows based on contracted date, when the Group is liable to pay, including bothinterest and
nominal amounts. The short-term assets are well matched with the short-term liabilities in terms of maturity. Further-
more, the Group has back-up facilities with maturity 2024 and 2025 to secure liquidity.

Financial instruments Upto 1year 1-3years 4-5years Over5years
Liabilities

Bondsandloans - 7441 5204 6219
Lease liabilities - 1404 545 485
Other financial liabilities 3 3 3 16
Other liabilities 72 61 a1 0
Non-current financial liabilities 75 8909 5793 6720
Bondsandloans 2094 - - -
Lease liabilities 1030 - - -
Current portion of interest-bearing liabilities 1045 - - -
Derivatives 222 - - -
Otheraccrued expenses 8182 - - -
Trade payables 15159 - - -
Other liabilities 2206 - - -
Current financial liabilities 29938 - - -
Financial liabilities 30013 8909 5793 6720
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27. Financial exposure and principles for control of financial risks, continued

Interest rate risk
Interest rateriskis the risk that the Group is negatively affected by changes
intheinterestratelevels.

Policy

The Group's policy states that the average interest duration (i.e. period for
which interest rates are fixed) should be a minimum of 6 months and withouta
maximum limit.

Status atyear end

The Group's borrowings have a mix of fixed and floating rates. No interest rate
swaps are used to convertinterest. For more information about the Group's
borrowings, see note 21.

Interest risk 2021 2020
Effective interestrate on bonds and loans 0.9% 0.9%
Effective interest rate onlease liabilities 2.0% 2.4%
Duration (months) 45 51

16% (21) of the Group's bonds and loans have floating interest rates. A shift of
one percentage point upward of all floating rates would impact the Group’s
interest net with MSEK-31 (-40). Same shift downwards would impact the
Group'sinterest net with MSEK 0 (0), based on the assumption that the interest
rate onthe Group’s bonds and loans cannot be negative.

The book value of the Group’s bonds and loans are not exposed to market
interestraterisk atyearend asall bondsand loans are reported atamortized
cost, compared to if borrowings were reported at fair value where cash flows
arediscounted using marketinterestrate.

Currency risk

The Groupis presentinvarious geographical markets and undertakes trans-
actions denominated in foreign currencies and is consequently exposed to
exchange rate fluctuations. The exposure occurs in relation to paymentsin for-
eign currency (transaction exposure) and when translating foreign subsidiar-
ies’ balance sheets and income statements into SEK (translation exposure).

Transaction exposure risk

Transaction exposure riskis the risk that profitability is negatively affected by
changesin exchange rates, affecting cash flows in foreign currenciesin the
operations. Due to the Group's global presence, there are inflows and out-
flows in different currencies. As a normal part of business, net surpluses or defi-
citsin specific currencies emerge. The values of these net positions fluctuate
subjectto changesin currency rates and, thus, render transaction exposure for
the Group.

Policy

The Group's policy states that exposure shall be reduced by matchingin-and
outflows of the same currencies. Business area and divisional management are
responsible for maintaining readiness to adjust their operations (price and
cost) to compensate for adverse currency movements. Based on the assump-
tion that hedging does not have any significant effect on the Group’s long-
termresult, the policy recommends to leave transaction exposures unhedged

GRAPH 1 Estimated operational transaction exposure in the Group’s most important currencies *

2021
MSEK
20000

15000

10000

5000

0

-5000

-10000

-15000

AUD BRL CAD CNY CZK EUR GBP INR KRW RUB SEK THB USD Other

* Without adjustments for onetime effects.

onan ongoing basis. In general, business areas and divisions shall not hedge
currency risks. The FRMC can decide to hedge part of the transaction exposure.
Transactions shall then qualify for hedge accounting in accordance with IFRS
and hedging beyond 18 monthsis not allowed. Financial transaction exposure
is substantially hedged.

Status atyearend

The Group has continued to manage transaction exposures primarily by
matchingin-and outflows in the same currencies. Graph 1 shows the net of in-
and outflows per currency for currencies which have the largest surplus or
deficit. The operational transaction exposure is defined as the net operational
cash flow exposure and amounts to MSEK-4 678 (-3 207). The estimated
amounts are based onthe Group's operational external payments from cus-
tomersand to suppliers.

The transaction exposure sensitivity analysis is based on the operational
transaction exposure. It shows how the cash flow and profit before tax would
theoretically beimpacted by a five percentage point change in SEK, USD or
EUR, againstall other currencies. The analysis is based on the assumption that
no hedging transaction has been undertaken and is done before any impact of
offsetting price adjustments or similar measures.

Asanexample, the nettransaction exposure of in-and outflow paymentsin
EURis a deficitas shown in graph 1. Astrengthening in the EUR currency rate
againstall other currencies with +5% would have a negative impact on the
cash flow and profit before tax of MSEK-681, and a weakening would have a
positiveimpact of MSEK 681.

Transaction exposure sensitivity 2021 2020
SEK exchange rate + 5% -234 -160
USD exchangerate + 5% 682 695
EUR exchangerate + 5% -681 -602

M Transaction exposure

2020
MSEK
20000
15000
10 000
5000
0
-5 000
-10000
~15000
AUD BRL CAD CNY CZK EUR GBP INR KRW RUB SEK THB USD Other
Outstanding derivative 2021 2020
instruments related to Nominalamount, netin ~ Nominalamount, netin
transaction exposure transaction currency transaction currency
Foreign exchange forwards
GBP 269 187
usbD -368 —242

The Financial Risk Management Committee has decided to hedge part of the
transaction exposure with foreign exchange forward contracts. All contracts
mature within 18 months. The fair value of all outstanding contractsis
MSEK 0 (89) for assets and MSEK -55 (0) for liabilities. Out of the net nominal
amountsin the table, the largest cross is GBP/USD with nominal amounts of
MGBP 269/ MUSD-368 (MGBP 187/ MUSD -242).

Translation exposure risk

Translation exposurerisk is the risk that the value of the Group’s netinvest-
mentsin foreign currenciesis negatively affected by changesin exchange
rates. The Group's global presence creates currency effects when subsidiaries’
financial statements with functional currencies other than SEK are translated
to SEKin the Group's consolidated financial statements. Translation of subsid-
iaries’ profit affects the Group's profit and balance sheet translation affect
other comprehensive income. The translation exposure is measured as the net
of assetsand liabilities in a specific currency.

Policy

The Group's policy states that translation exposure should be reduced by
matching assets and liabilities in the same currencies. The FRMC can decide to
hedge part or all remaining translation exposure. Any hedge of translation
exposure shall qualify forhedge accounting in accordance with IFRS.
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27. Financial exposure and principles for control of financial risks, continued

Status atyearend

Graph 2 shows the Group's sensitivity to currency translation effects when
earnings of foreign subsidiaries are translated to SEK. A five percentage points
upward changein SEK would impact the Group's profit before tax with
MSEK -1 110 (-905).

GRAPH 2 Change in exchange rate SEK, %
5

Translation effect on
profit before tax

3 4 |
4
=5

QL > O b O
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The Group has hedged part of the translation exposure using loansand
foreign exchange forward contracts. The hedges have reduced the exposure
on netinvestmentsin EURin the consolidated financial statements and the
exchange raterisk related to net assets in subsidiaries. The hedges are

designated as netinvestment hedges in the consolidated financial statements.

Thefinancialinstruments shown in the table below are used to hedge
EUR-denominated net assets.

Outstanding 2021 2020

financial

instruments related

to translation Nominal Nominal
exposure Effectin OCI amount Effectin OCI amount
Derivatives MSEK -5 MEUR 100 MSEK 95 MEUR 300
Loansin EUR™ MSEK-993 MEUR 1600 MSEK-1047 MEUR 1400

T Inthe balance sheet, loans designated as netinvestmenthedges are reported at
amortized costand not atfairvalue.

Most of the Group ‘s bonds and loans are designated as netinvestments
hedges, and movementsin currency rates are accounted for in other compre-
hensiveincome. A five percentage points upward changein EUR against SEK
would affect other comprehensive income with MSEK 689 (676), see also
note 1, Significant accounting principles, Financial assets and liabilities —
financial instruments.

Credit risk
Credit risk can be divided into operational and financial credit risk. These risks
aredescribed furtherin the following sections.

Operational credit risk
Operational credit risk is the risk that the Group's customers do not meet their
payment obligations.

Policy

The Group's operational credit risk policy is that business areas, divisions and
individual business units are responsible for the commercial risks arising from
their operations. The operational credit risk is measured as the net aggregate
value of receivables on a customer.

Status atyearend
Thetable below shows the total credit risk exposure related to assets classified
asfinancialinstruments as per December 31.

Creditrisk 2021 2020
Receivables at amortized cost:
—trade receivables 22020 18903
—lease receivables 101 102
—otherfinancial receivables 290 92
—other receivables 2560 1891
—contract assets 3545 2826
—cash and cash equivalents 18990 11655
Financial assets at fair value through OCI 16 15
Financial assets at fair value through profit or loss 624 26
Derivatives 9 396
Total 48 155 35906

Since the Group's sales are dispersed among many customers, of whom no
single customer represents a significant share of the Group’s commercial risk,
the monitoring of commercial credit risks is primarily done at the business area,
divisional or business unit level. Each business unitis required to have

an approved commercial risk policy.

Provision for credit risks

The business units establish provisions for their expected credit losses in
respect of trade and other receivables. The IFRS 9 expected credit loss (ECL)
modelis forward looking and a loss allowance is recognized when thereis an
exposure to credit risk. For assets such as trade receivables, lease receivables,
contract assets and certain other financial receivables, the simplified model is
applied. The main components of this provision are specific loss provisions
corresponding to individually significant exposures as well as historical loss
ratesin combination with forward looking considerations. Lease receivables,
certain other financial receivables and cash and cash equivalents are impaired
by arating method, where ECLis measured by the product of the probability
of default, loss given default, and exposure at default. Atyearend 2021,

the provision for bad debtamounted to 3.3% (4.0) of gross total customer
receivables.

The following table presents the gross value of trade receivables, both current

and non-current, by maturity, together with the related impairment provisions.

2021 2020

Trade receivables Gross  Impairment Gross  Impairment
Not past due 17837 12 15245 38
Past due but not

individually impaired

0-30days 2021 - 1713 -
31-60 days 818 - 673 -
61-90 days 394 - 378 -
More than 90 days 1408 - 1428 -
Past due and

individually impaired

0-30 days 2 1 34 1
31-60 days 3 1 23 2
61-90 days 13 4 10 5
More than 90 days 269 226 179 155
Collective impairment - 501 - 579
Total 22765 745 19683 780

Based on historical default statistics and the diversified customer base, the
creditriskis assessed to be limited.

The grossamount of lease receivables amounted to 101 (102), of which 0 (0)
have beenimpaired, and the grossamount of other financial receivables
amountedto 292 (99), of which 2 (7) have been impaired.

There are nosignificantamounts past due that have not beenimpaired.
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27. Financial exposure and principles for control of financial risks, continued

Financial credit risk

Creditrisk onfinancial transactionsis the risk that the Group incurs losses as a
result of non-payment by counterparts related to the Group’sinvestments,
bank deposits or derivative transactions.

Policy
The Group's financial credit risk is measured differently depending on trans-
action type; investment transactions or derivative transactions.

Investment transactions

Cash and cash equivalent may only be invested with a counterparty if the
counterparty rating is above a rating threshold. The threshold for cash and
cashequivalentissetat A-/A3 (asrated by Standard & Poor’s, Fitch Ratings and
Moody'’s). Investments in structured financial products are not allowed, unless
approved by the FRMC. Furthermore, counterparty exposure, tenor and liquid-
ity of the investment are considered before any investmentis made. A list of
each approved counterparty and its maximum exposure limitis maintained
and monitored.

Derivative transactions

Derivative transactions may only be undertaken with approved counterparts
forwhich creditlimits are established and with which ISDA (International
Swaps and Derivatives Association) master agreements and CSA (Credit
Support Annex) agreements are in force. Derivative transactions may only be
entered into by Atlas Copco Financial Solutions or in rare cases by another sub-
sidiary, but only with approval from the Group Treasurer. Atlas Copco primarily
uses derivatives as hedging instruments and the policy allows only standard-
ized (as opposed to structured) derivatives.

Status atyearend

Investment transactionsin form of cash and cash equivalents amounted to
MSEK 18 990 (11 655) at year end. These consist of cash, short term bank
deposits and investmentsin liquidity funds. Atyear end, the measured credit
risk on derivatives, taking into account the market value and collaterals,
amounted to MSEK 29 (115).

Thetable below presents the reported value of the Group’s derivatives.

Outstanding derivative instruments

2021 2020
Assets 9 396
Liabilities 222 69

No financial assets or liabilities are offsetin the balance sheet. The table below
shows derivatives covered by master netting agreements.

Outstanding net position for derivative instruments

Offsetin Netin Master
balance  balance netting Cash Net
Gross sheet sheet agreement collateral  position
Assets
Derivatives 9 - 9 -222 225 12
Liabilities
Derivatives 222 - 222 -222 - -

The positive net position in assetsis due to the fact that the exchange of
security isdone on a weekly basis.

Other market and price risks

Commodity-priceriskis therisk that the cost of directand indirect materials
couldincrease as underlying commodity prices rise in global markets. The
Groupisdirectlyand indirectly exposed to raw material price fluctuations.
Costincreases for raw materials and components often coincide with strong
end-customer demand and are compensated for by increased market prices.
Therefore, the Group does nothedge commodity-price risks.

Fair value of financial instruments

In Atlas Copco’s balance sheet, financial instruments are carried at fair value
oratamortized cost. The fair value is established according to a fair value hier-
archy. The hierarchy levels should reflect the extent to which fair value is based
on observable market data or own assumptions. Below is a description of each
level and valuation methods used for each financial instrument.

Level 1

Inthe Level 1 method, fair value is based on quoted (unadjusted) pricesin
active markets foridentical assets or liabilities. Amarket s considered as active
if quoted prices from an exchange, broker, industry group, pricing service, or
supervisory body are readily and regularly available and those prices represent
actual and regularly occurring market transactions atarm’s length.

Level 2

Inthe Level 2 method, fair value is based on models that utilize observable data
forthe asset orliability other than the quoted pricesincluded within Level 1
thatare observable for the asset or liability, either directly (i.e. as prices) or indi-
rectly (i.e. derived from prices). Such observable data may be market interest
ratesandyield curves.

Level 3
Inthe Level 3 method, fair value is based on a valuation model, whereby signifi-
cantinputis based on unobservable market data.

Valuation methods

Derivatives

Fairvalues of forward exchange contracts are calculated based on prevailing
markets. Interest rate swaps are valued based on market rates and present
value of future cash flows. Discounted cash flow models are used for the
valuation.

Interest-bearing liabilities
Fairvalues are calculated based on market rates and present value of future
cash flows.

Finance leases and other financial receivables
Fairvalues are calculated based on market rates for similar contractsand
presentvalue of future cash flows.
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FINANCIAL STATEMENTS — NOTES
L 27. Financial exposure and principles for control of financial risks, continued 28. Related parties
1 The Group’s financial instruments by level Relationships
] The carrying value for the Group's financial instruments corresponds to fair value in all categories except for borrowings. See note 21 for additional The Group has related party relationships with the Company’s largest share-
information aboutthe Group’s borrowings. The following table includes financial instruments at their fair value and by category. holder, its associates, joint ventures and with its Board members and Group =
Management. The Company’slargest shareholder, Investor AB, controls -
Fi ialinst - 2021 2020 approximately 22% (22) of the voting rights in Atlas Copco. 8
Inancial instruments by PORTI .
fairvalue hierarchy Fairvalue Level 1 Level 2 Level3 Fairvalue Level 1 Level 2 Level 3 The S.UbSIdlarIESthat aer‘ dlregtly owned by the Parent Company are pre- X rg\
. . sentedin note A21 to the financial statements of the Parent Company. Holding =
Financial assets 184 30 154 - 177 26 151 - companiesand operating subsidiaries are listed in note A22. Information ]
FINANCIALS 2
Otherreceivables 66 - 66 - 102 - 102 - aboutassociated companies andjointventuresis foundin note 14. Informa-
Group Non-current financial assets 250 30 220 - 279 26 253 - tion about Board members and Group Management is presented on pages
Consolidated income statement Trade receivables 21954 = 21954 = 18801 - 18801 - oEel .
Financial assets 847 20 827 - 58 - 58 - Transactions and outstanding balances E
Otherreceivables 2560 = 2560 = 1891 - 1891 - The Group has not had any transactions with Investor AB during the year, other Z
Derivatives 9 _ 9 B 396 B 396 _ than dividends declared aﬁd has n_o<>_u_tsta®|ng bala_nceswnhlhvest_orAB.. >
Investor AB has controlling or significantinfluence in companies with which g
Contractassets 3545 - 3545 - 2826 - 2826 - Atlas Copco may have transactions within the normal course of business. Any n
Current financial assets 28915 20 28895 - 23972 - 23972 - such transactions are made on commercial terms. 8
Financial assets 29165 50 29115 _ 24251 26 24225 _ The Group hasleasing agreements related to buildings owned by the a
Bondsand | 18848 13528 5320 20133 13731 6402 Group’s German pension trust. These agreements are on market terms. “Lease o
ondsandloans - - liabilities” in the table below represents the outstanding balances over the
Other financial liabilities 23 - 23 - 19 - 19 - lease term with the Group’s German pension trust. .
Parent company Other liabilities 174 - 100 74 161 - 94 67 In addition, the Group sold various products and purchased goods through T
Non-current financial liabilities 19045 13528 5443 74 20313 13731 6515 67 certamassoqated_compamesandjo!ntventures onterms generally similar to =<
those prevailing with unrelated parties. ;
Currentportion of long-term loans 1026 - 1026 - 1 - 1 - ]
Short-termloans 1915 - 1915 - 2007 - 2007 - The following table summarizes the Group's related party transactions z
- withits associates, joint ventures and other related parties: B
Derivatives 222 = 222 = 69 - 69 - ) P 2
Otheraccrued expenses 8182 - 8182 - 6617 - 6617 - g
2021 2020
Trade payables 15159 - 15159 - 11202 - 11202 -
R 20 41
Otherliabilities 2206 - 2155 51 2099 - 2069 30 e"e;”es o
Current financial liabilities 28710 - 28659 51 21995 - 21965 30  Gocdspurc hase . 23 18
i 107
Financial liabilities 47755 13528 34102 125 42308 13731 28480 g7  Servicepurchase %0 0 -
AtDec.31: =
- 2
Reconciliation of financial liabilities Opening Business Translation  Closing Profit/loss related to liabilities Trade receivables 25 18 o
inLevel 3 balance acquisitions Settlement Discountingeffect ~Remeasurement differences  balance included in closing balance Trade payables 14 21 >
Contingent considerations 2021 97 31 -10 10 -13 10 125 3 Lease liabilities 227 249 2
In other liabilities, MSEK 125 (97) relate to contingent considerations for acquisitions. The fair value of these liabilities has been calculated based on the expected Compensation to key management personnel
outcome of the targets set out in the contracts, given a discount rate of 10.5%. For information about changes due to acquisitions, see note 2. Compensation to the Board and to Group Managementis disclosed in note 5.
@]
Year-end rate Average rate E'
m
Currency rates used in the financial statements Value Code 2021 2020 2021 2020 =
Canada 1 CAD 7.07 6.39 6.82 6.84 i
China 1 CNY 1.42 1.25 1.33 1.33 E
EU 1 EUR 10.24 10.04 10.15 10.49 J_>|
India 1 INR 0.12 0.11 0.12 0.12 g
South Korea 1000 KRW 7.61 7.53 7.50 7.79
United Kingdom 1 GBP 12.19 11.07 11.77 11.82
U.S.A. 1 usD 9.05 8.18 8.57 9.18
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Ttlas C Financial statements, Parent Company
=
=
Income statement Balance sheet S
c
Forthe year ended December 31 As atDecember 31 As atDecember 31 2
Amounts in MSEK Note 2021 2020 Amounts in MSEK Note 2021 2020 Amountsin MSEK Note 2021 2020 o
FINANCIALS o . =
Administrative expenses A2 -764 -615 ASSETS EQUITY
Group Other operatingincome A3 121 105 Non-current assets Restricted equity
Consolidated income statement Otheroperating expenses A3 -1 -19 Intangible assets A7 13 12 Share capital 786 786 4
Consolidated statement of Operating loss -644 -529 Tangible assets A8 34 38 Legalreserve 4999 4999 é
comprehensive income Financialincome A4 3858 12125 Financial assets: Total restricted equity 5785 5785 @
Consolidated balance sheet Financial expenses Ad -394 -644 Deferred tax assets A9 63 183 Non-restricted equity ;
Consolidated statement Profit after financial items 2820 10952 Sharesin Group companies A10,A21 163569 161228 Reserve forfairvalue -1180 -1180 5,
of changes in equity Appropriations A5 2695 88 Otherfinancial assets A1 223 204 Retained earnings 139595 136573 8
. o
(—Q”“’”) ‘d““@d statement Profit before tax 5515 11040 Total non-current assets 163 902 161665 Profitfor the year 5176 111 3
of cash flows
oreenene Income tax A6 -339 71 Currentassets Total non-restricted equity 143591 146 504
Notes Profit for the year 5176 11111 Income tax receivables 610 810 TOTALEQUITY 149376 152289 »
* Parent company Otherreceivables A12 9347 16108 =
Cashand cash equivalents A13 0 8 PROVISIONS =
) >
Statement of comprehensive income Total current assets 9957 16926 Post-employment benefits A15 205 188 =
TOTALASSETS 173859 178591 Other provisions A16 813 478 :
For the year ended December 31 Total provisions 1018 666 Z
Amounts in MSEK Note 2021 2020 =
Profit for the year 5176 11111 =
— LIABILITIES
Other comprehensive income o
forthe year _ _ Non-current liabilities
Total comprehensive income Borrowings A7 22195 23007
fortheyear 5176 11111 Total non-current liabilities 22195 23007 g
>
2
Current liabilities g
Borrowings A17 926 2344 o
Otherliabilities A18 344 285
Total current liabilities 1270 2629
TOTALEQUITY AND LIABILITIES 173 859 178 591
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FINANCIAL STATEMENTS

Statement of changes in equity

MSEK unless otherwise stated Number of shares outstanding Share capital Legalreserve Reserve for fairvalue—translation reserve Retained earnings Total
Opening balance, Jan. 1,2021 1216192653 4999 -1180 147 684 152289
Total comprehensive income for the year 5176 5176
Ordinary dividend -8889 -8889
Acquisition series Ashares —700000 -416 416
Divestment series Ashares 2697715 1451 1451
Share-based payment, equity settled:

—expense during the year 212 212
—exercise of options —447 —447
Closing balance, Dec. 31,2021 1218190368 4999 -1180 144771 149376
Opening balance, Jan. 1,2020 1217046 264 4999 -1180 145395 150 000
Total comprehensive income for the year 11111 11111
Ordinary dividend -8506 -8506
Acquisition series Ashares -3 000000 -1097 -1097

Divestment series Ashares 2137490 820 820
Divestmentseries Bshares 8899 3 3
Share-based payment, equity settled:

—expense during the year 158 158
—exercise of options -200 -200
Closing balance, Dec. 31,2020 1216192653 4999 -1180 147 684 152 289
Seenote A14 foradditional information.

Statement of cash flows

For the year ended December 31, MSEK 2021 2020 Forthe year ended December 31, MSEK 2021 2020
Cash flows from operating activities Cash flow from investing activities
Operatingloss -644 -529 Investmentsintangible assets -3 -7
Adjustmentsfor: Investmentsinintangible assets -5 -

Depreciation 11 10 Investmentsin subsidiaries -1833 -3105

Capital gain/loss and other non-cashitems -596 -283 Repayments/investmentsin financial assets -2 -2
Operating cash deficit -1229 -802 Net cash from investing activities -1843 -3114
Netfinancial items received 3639 11902 Cash flow from financing activities

Group contributions received 88 1930 Dividends paid -8889 -8506
Taxes paid -210 -124 Repurchase and divestment of own shares 1034 =274
Cash flow before change in working capital 2288 12906 Changeininterest-bearing liabilities -2231 1402
Changein Net cash from financing activities -10086 -7 378
Operating receivables 9573 -2408 Net cash flow for the year -8 -29
Operating liabilities 60 -35 Cashand cash equivalents, Jan. 1 8 36
Change in working capital 9633 -2443 Net cash flow for the year -8 -29

Net cash from operating activities 11921 10463 Cash and cash equivalents, Dec. 31 0 8
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Aitlas Copco

FINANCIALS

* Parent company

FINANCIAL STATEMENTS — NOTES

Notes to the Parent Company financial statements

MSEK unless otherwise stated

A1. Significant accounting principles

Atlas Copco AB s the ultimate Parent Company of the Atlas Copco Group and
isheadquartered in Nacka, Sweden. Its operations include administrative
functions, holding company functions as well as parts of Atlas Copco Financial
Solutions (Treasury).

The financial statements of Atlas Copco AB have been prepared in accordance
with the Swedish Annual Accounts Act and the recommendation RFR 2,
"Accounting for Legal Entities”, hereafter referred to as “RFR 2", issued by the
Swedish Financial Reporting Board. In accordance with RFR 2, parent compa-
nies thatissue consolidated financial statements according to International
Financial Reporting Standards (IFRS), as endorsed by the European Union, shall
present their financial statements in accordance with IFRS, to the extent these
accounting principles comply with the Swedish Annual Accounts Actand may
use exemptions from IFRS provided by RFR 2 due to Swedish accounting or tax
legislation.

Thefinancial statements are presented in Swedish krona (SEK), rounded to
the nearest million. The parent company’s accounting principles have been
consistently applied to all periods presented unless otherwise stated. The
financial statements are prepared using the same accounting principles as
describedin note 1inthe Group's consolidated financial statements, except
forthose disclosed in the following sections.

For discussion regarding accounting estimates and judgments, see 74.

Subsidiaries
Participationsin subsidiaries are accounted for by the Parent Company at his-
torical cost. The carrying amounts of participationsin subsidiaries are reviewed
forimpairmentinaccordance with IAS 36, Impairment of Assets. See the
Group'saccounting policies, Impairment of financial assets, for further details.
Transaction costsincurred in connection with a business combination are
accounted for by the Parent Company as part of the acquisition costs and are
notexpensed.

Lease contracts

Alllease contracts entered into by the Parent Company are expensed
continuously on a straight-line basis over the lease term. Leases are not carried
asassets, since the risk and rewards associated with ownership of the assets
have not been transferred to the Parent Company.

Employee benefits

Defined benefit plans

Defined benefit plans are not accounted forin accordance with IAS 19.1n

the Parent Company defined benefit plans are accounted for according to the
Swedish law regarding pensions, “Tryggandelagen” and regulationsissued by
the Swedish Financial Supervisory Board. The primary differences as compared
to IAS 19 are the way discount rates are fixed, that the calculation of defined
benefit obligationsis based on currentsalary levels, without consideration of
futuresalary increases and that all actuarial gains and losses are included in
profitor loss as they occur.

Share-based payments

The share-based payments that the Parent Company has granted to employ-
eesinthe Parent Company are accounted for using the same principle as
describedin note 1inthe Group’s consolidated financial statements.

The share-based payments that the Parent Company has granted to
employeesin subsidiaries are notaccounted for asan employee expense in the
Parent Company, but are recognized against Shares in Group companies. This
vesting costis accrued over the same period asin the Group and with a corre-
spondingincrease in equity for equity-settled programsand as a change in lia-
bilities for cash-settled programs.

Financial guarantees

Financial guarantees issued by the Parent Company for the benefit of subsid-
jaries are notvalued according to IFRS 9. They are reported as contingent liabil-
ities, unless it becomes probable that the guarantees will lead to payments. In
such case, provisions will be recorded.

Hedge accounting

Interest-bearing liabilities denominated in other currencies than SEK, used to
hedge currency exposure from investments in shares of foreign subsidiaries
are nottranslated using the foreign exchange rates on the reporting date, but
measured based on the exchange rate the day that the hedging relation was
established.

Derivatives used to hedge investmentsin shares in foreign subsidiaries are
recognized at fair value and changes therein are recognized in profit or loss.
The corresponding fair value change on shares in subsidiaries is recognized in
profitorloss, as fair value hedge accounting is applied.

Group and shareholders’ contributions

In Sweden, Group contributions are deductible for tax purposes but share-
holders’ contributions are not. Group contributions are recognized as appro-
priationsinthe income statement. Shareholders’ contributions are recognized
asanincrease of Sharesin Group companies and tested forimpairment.
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FINANCIAL STATEMENTS - NOTES
L A2. Employeesand personnel expenses and remuneration to auditors A3. Otheroperatingincome and expense
_ Average number of employees 2021 2020 2021 2020
Women Men Total Women Men Total Commissions received 121 105 =
Sweden 64 43 107 69 38 107 Other operating income 0 0 :_u'
L o
Total other operating income 121 105 o
Women in Atlas Copco Board and Management, % Dec. 31,2021 Dec. 31,2020 . c
Exchange-rate differences, net -1 -2 s}
. . 1) =
CINANCIALS Board of Directors excl. employee representatives 22 25 Other operating expense 0 17 g
Group Management 2 22 Total other operating expense -1 -19
Group
) i
e Onefemale board memberleft the board after the Annual General Meeting at her own request, and no replacement has been made. Other operating expense, 0 (17) MSEK, essentially comprise costs associated
) Salaries and other remunerations 2021 2020 with the split of the Group. =
Vm “ ‘()::‘ ‘f : ”‘Tr j”"em © Board members and Group Management " Otheremployees Board membersand Group Management " Otheremployees @
compre 1Sive Income - . . —
e ‘ Sweden 107 107 77 100  A4. Financialincome and expenses @
Consolidated balance sheet . . . E'
of which variable compensation 20 10 -
olidate ement Financial income and expenses 2021 2020 5,
hanges in equity " Includes 7 (7) board members who receive fees from Atlas Copco AB as well as the Presidentand CEO and 5 (5) positions of the Group Management who are employed by and . . [a)
) Interestincome: o
R receivessalary and other fees from the Company. 2
(Qmm} \(J‘ated statement —cashand cash equivalents 0 0 8
of cash flows
‘ Forinformationregarding remuneration and other fees for members of the Board, the President and CEO, and other members of Group Management, —receivables from Group companies 9 26
Notes see note 5 of the consolidated financial statements. _derivatives 0 3
-
* Parent company Dividend income from Group companies 3849 11381 =
Capital gain 0 713 I
Pension benefits and other social costs 2021 2020 ) . >
c | benefits for Board b 4G v 1 1 Foreign exchange gain, net 0 2 =
ontractual pension benefits for Board members and Grou anagement =
P P 9 Financial income 3858 12125 =
Contractual pension benefits for other employees 23 23 -
h | Interest expense: <
Othersocial costs 79 67 B =
| —borrowings -189 -186 g
Tota 114 101 L .
—liabilities to Group companies -29 -37
Pension obligations to former members of Group Management 5 4 o
Changeinfairvalue:
—other liabilities 0 0
. . Foreign exchange loss, net -1 0 24
Remuneration to auditors g g =
Audit fees and consultancy fees for advice or assistance other than audit, were as follows: Impairmentloss: 12>
2021 2020 Audit fee refers to audit of the financial state- ~write-down of shares in Group companies =072 -421 >
ments and the accounting records. For the Parent Financial expenses -394 -644 n
Ernst & Young ; ; i . L ps
Company the auditalso includes the administra- Financial income, net 3464 11481
—audit fee 5 5 tion of the business by the Board of Directors, the
—otherservices, tax 0 0 Presidentand CEO. Following table presents the netgain or loss by category of financial instruments.
_other services, other 1 B Taxservicesinclude tax compliance services. o
- : Other services essentially comprise consultancy Netgain/loss on 2021 2020 7
Deloitte services. —loansand receivables, incl. bank deposits 8 28 3
—otherservices, other - 2 Atthe Annual General Meeting Ernst & Young o =
, ) : —other liabilities 0 -223 2
Total 6 7 ABwasre-elected as the company’s auditor until — 3
the end of the annual general meeting 2022. —derivatives -218 3 b
Profit from shares in Group companies 3674 11673 E
Total 3464 11481 3
2

Profit from sharesin Group companies mainly refers to dividend income from sub-
sidiaries and capital gains from transfer of shares in subsidiaries. These transactions
are eliminated inthe Group accounts since they are internal. For furtherinforma-
tion aboutthe hedges, see note 27 of the consolidated financial statements.
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FINANCIAL STATEMENTS — NOTES
| A5. Appropriations A7. Intangible assets
_ 2021 2020 Capitalized expenditures
Group contributions paid -9 -2 for computerprograms =
X X . 2021 2020 3
Group contributions received 2704 90 =
Accumulated cost o
Total 2695 88 o
Opening balance, Jan. 1 67 67 S
Investments 5 - g
FINANCIALS Closing balance, Dec. 31 72 67 =z
Group Accumulated depreciation
Consolidated income statement Opening balance, Jan. 1 55 51
o =
Consolidated statement of Depreciation for the year 4 4 Z
comprehensive income Closing balance, Dec. 31 59 55 g
Consolidated balance sheet Carrying amount J_>|
. -
Consolidated statement Opening balance, Jan. 1 12 16 E,’,
of changes in equity Closing balance, Dec. 31 13 12 8
Consolidated statement }';
of cash flows (o]
Notes
¢ Parent compan :_l:|
pany A6. Incometax A8. Property, plantand equipment m
=
>
2021 2020 2021 2020 =
Current tax -219 —44 Buildingsandland  Machineryand equipment Total Buildingsandland  Machineryand equipment Total i
Deferred tax -120 115 Accumulated cost P
Total -339 71 Opening balance, Jan. 1 46 67 113 46 60 106 g
Investments 2 1 3 - 7 7
Profit before taxes 5515 11040 Closing balance, Dec. 31 48 68 116 46 67 113
The Swedish corporate tax rate, % 20.6 21.4 Accumulated depreciation
National tax based on profit before taxes -1137 -2364 Opening balance, Jan. 1 16 59 75 14 55 69 =
Tax effects of: Depreciation forthe year 3 4 7 2 4 6 12>
—non-deductible expenses -39 94 Closing balance, Dec. 31 19 63 82 16 59 75 g
. Lo
—taxexemptincome 793 2588 Carrying amount n
—deductible expenses, not recognized in Opening balance, Jan. 1 30 8 38 32 5 37
Income statement 26 57 Closing balance, Dec. 31 29 5 34 30 8 38
—taxfinancial net 48 -41 o
—changein taxrate, deferred tax - -7 Buildings and land relates to improvements in leased properties. Depreciation SR o =
—controlled foreign company taxation 24 24 isaccounted for under administrative expensesin the Income Statement. 3
; ’ The leasing costs for assets, such as rented premises, cars and office equip- Lessthan one year 59 59 >
—adjustments from prior years -6 -44 S . - =
ment are reported among administrative expenses and amounted to 58 (58). Between one and five years 116 17 3
Total -339 Al Future payments for non-cancelable leasing contractsamounted to 175 (177) More than five years _ 1 E
Effective taxin % 6.1 -0.6 andfall due as follows in the table beside. Total 175 177 ;
The Parent Company’s effective tax rate of 6.1% (-0.6) is primarily affected by g
non-taxable income such as dividends from Group companies.
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FINANCIAL STATEMENTS — NOTES

A9. Deferred tax assets and liabilities

A11. Otherfinancial assets

A13. Cash and cash equivalents

2021 2020

Net Net
Assets Liabilities balance  Assets Liabilities balance

Post-employment

benefits 42 - 42 38 - 38
Other provisions 21 - 21 18 - 18
Loss/credit carry-

forward - - - 127 - 127
Total 63 - 63 183 - 183

Deferredtax assets regarding tax loss carry-forward last year are used this year.

The following reconciles the net balance of deferred taxes at the beginning of
theyeartothatatthe end of theyear:

2021 2020
Endowmentinsurances 201 183
Financial assets measured atamortized cost:
—otherfinancial receivables 22 21
Closing balance, Dec. 31 223 204

Endowmentinsurances relate to defined contribution pension plansand are

pledged to the pension beneficiary (see note A15and A20).

2021 2020

Cash and cash equivalents measured at
amortized cost:

—cash 0 8

Closing balance, Dec. 31

The Parent Company’s guaranteed, but unutilized, credit lines equaled 6 551
(6426).

2021 2020
Netopening balance, Jan. 1 183 68
Charges to profit for the year -120 115
Net closing balance, Dec. 31, net 63 183
A10. Sharesin Group companies A12. Otherreceivables A14. Equity
2021 2020 2021 2020 Forinformatign on sharetransact'io.nsand mandatesapproved'bytheAnnulaI
i . General Meeting and proposed dividend for 2021, see note 20 in the consoli-
Accumulated cost Receivables from Group companies 9288 16 049 dated financial statements.
Opening balance, Jan. 1 240808 237414 Financial assets measured at amortized cost:
Investments 282 - —otherreceivables 16 17 ?:seprves c u hich are described
e Parent Company'’s equity includes certain reserves which are describe
Netinvestmenthedge 128 43 Prepaid expenses and accrued income 43 42 asfollows: pany's equity
Shareholders’ contribution 2106 6456 Closing balance, Dec. 31 9347 16108
Divestments - -3105 Legalreserve i ) ) ) i
Closing balance, Dec. 31 243324 240808 The Igga! reserveisapart of the restricted equity and is not available for
distribution.
Accumulated write-up
Openingbalance, Jan. 1 600 600 Reserve for fair value — Translation reserve
Closing balance, Dec. 31 600 600 The reserve comprises translation of intragroup receivables from or liabilities
= to foreign operations thatin substance are part of the netinvestmentin the
Accumulated write-down foreign operations, as well as cash flow hedges to convertvariable interest
Opening balance, Jan. 1 -80180 -79759 ratesto fixed interest rates.
Write-down =175 -421
Closing balance, Dec. 31 -80355 -80180
Total 163569 161228

For furtherinformation about Group companies, see note A21.
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FINANCIAL STATEMENTS — NOTES
| A15. Post-employment benefits
I 2 2020 - —
Defined contribution Defined benefit Defined contribution Defined benefit Pension commitments provided =
pension plans pension plans Total pension plans pension plans Total forin the balance sheet E
Opening balance, Jan. 1 183 5 188 190 5 195 Costs excluding interest 15 15 P
o
Provision made 42 - 42 16 1 17 Total 15 15 g
Provision used —24 -1 =25 -23 -1 -24 Pension commitments provided for through g
FINANCIALS Closing balance, Dec. 31 201 4 205 183 5 188 insurance contracts z
Service cost 23 23
The Parent Company has endowmentinsurances of 201 (183) relating to defined contribution pension plans. The insurances are recognized as other financial Total = 23
assets, and pledged to the pension beneficiary. ota
Net cost for pensions, excluding taxes 38 38 3
Description of defined benefit pension plans Special employer’s contribution 6 6 *
The Parent Company has two defined benefit pension plans. The ITP planis a final salary pension plan covering the majority of salaried employees in Atlas Copco Total aa a *
ABwhich benefits are secured through the Atlas Copco pension trust. The second plan relates to retired former senior employees. These pension arrangements ota 5
. -
are provided for. Pension expenses excluding taxes for the year, included within administrative a
expenses amounted to 38 (38) of which the Board members and Group 8
2021 2020 Management 12 (11) and others 26 (27). =
Funded pension Unfunded pension Total Funded pension Unfunded pension Total h N | ¢ | N | o
) . - The Parent Company's share in plan assets fair value in the Atlas Copco
Defmed benefit obligations (b0 s (55 147 > 152 pension trustamounts to 672 (460) and is allocated as follows:

« Parent company Fairvalue of plan assets 672 = 672 -460 - -460 7
Present value of net obligations -522 5 -517 -313 5 -308 2021 2020 :
Notrecognized surplus 522 - 522 313 - 313 Equity securities 54 37 =

=
Netamountrecognized in balance sheet - 5 5 - 5 5 Bonds 50 191 S
Real estate 308 172 E
Alternative investments 212 144 g
o2l 2020 Cashand cash equivalents 48 60
Reconciliation of defined benefit obligations Funded pension Unfunded pension Total Funded pension Unfunded pension Total Total 672 460
Defined benefit obligationsatJan. 1 147 5 152 148 5 153
Service cost 4 _ 4 4 _ 4 The plan assets of the Atlas Copco pension trust are notincluded in the
Interest 5 s 5 5 financial assets of the Parent Company. g
n ere.s ex?ense - - Thereturnon plan assetsin the Atlas Copco pension trustamounted to >
Benefits paid from plan -8 -1 -9 -8 -1 -9 47.7% (14.4)inclusive of MSEK 7.7 (7.7) paid remuneration. =
Other changes in obligations 2 1 3 -2 1 -1 The Parent Company adheres to the actuarial assumptions used by >
. " ... The Swedish Pension Registration Institute (PRI) i.e. discountrate 2.9% (3.8). th
Defined benefit obligations at Dec. 31 150 5 155 147 5 152
9 The Parent Company estimates MSEK 12 will be paid to defined benefit
pension plansduring 2022.
2021 2020 [e)
]
Reconciliation of plan assets Funded pension Unfunded pension Total Funded pension Unfunded pension Total %
Fairvalue of plan assetsatJan. 1 460 - 460 391 - 391 ;
Returnonplanassets 220 - 220 77 - 77 3
Payments/Renumeration of plan assets -8 - -8 -8 - -8 E
Fair value of plan assets at Dec. 31 672 - 672 460 - 460 ;
(]
2
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FINANCIAL STATEMENTS — NOTES

A16. Other provisions

A17. Borrowings

2021 2020 2021 2020
Opening balance, Jan. 1 478 429 Maturity ~ Repurchased nominalamount  Carryingamount Fairvalue  Carryingamount Fairvalue
During the year: Non-current
—provisions made 496 152 Medium Term Note Program MEUR 500 2023 4552 5283 4548 5316
—provisions used -161 -103 Medium Term Note Program MEUR 500 2026 5074 5225 5073 5223
Closing balance, Dec. 31 813 478 Bilateral borrowings EIB MEUR 200 2022 MEUR 100 926 1026 1851 2021
Other provisions include primarily provisions for costs related to employee Bilateral borrowings NIB MEUR 200 2024 2100 2078 2100 2058
option programs accounted forin accordance with IFRS 2 and UFR 7. Bilateral borrowings EIB MEUR 200 2027 2030 2051 2008 2092
Bilateral borrowings EIB MEUR 100 2028 1012 1024 - -
Non-current borrowings from Group companies 7427 7165 7427 7051
Less current portion of long-term borrowings -926 -1026 - -
Total non-current borrowings 22195 22826 23007 23761
Current
Current portion of long-term borrowings 926 1026 - -
Currentborrowings from Group companies - - 2344 2344
Total current borrowings 926 1026 2344 2344
Closing balance, Dec. 31 23121 23852 25351 26 105
Whereof external borrowings 15694 16 687 15580 16710

The difference between carrying value and fair value relates to the measurement method as certain liabilities are reported at amortized cost and not at fair value.
Changesininterestrates and credit margins create the difference between fair value and amortized cost. In 2019, Atlas Copco AB entered into a 7-year MEUR 300
loan agreement with the European Investment Bank. MEUR 200 was drawn down in 2020 and additional MEUR 100 was drawn in 2021.

The following table shows the maturity structure of the Parent Company'’s

external borrowings.

Maturity Fixed Floating”  Carryingamount Fairvalue
2022 - 926 926 1026
2023 4552 - 4552 5283
2024 - 2100 2100 2078
2026 5074 - 5074 5225
2027 2030 - 2030 2051
2028 1012 - 1012 1024
Total 12668 3026 15694 16 687

! Floating interestin the table is borrowings with fixings shorter or equal to sixmonths.
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FINANCIAL STATEMENTS — NOTES

A18. Otherliabilities

Financial exposure and principles for control
A19. of financial risks

A20. Assets pledged and contingent liabilities

2021 2020
Accounts payable 16 18
Liabilities to Group companies 64 48
Otherfinancial liabilities:
—otherliabilities 16 9
Accrued expenses and prepaid income 248 210
Closing balance, Dec. 31 344 285

Accrued expensesinclude items such as social costs, vacation pay liability, and

accruedinterest.

Parent Company borrowings

Atlas Copco AB had MSEK 15 694 (15 580) of external borrowings and MSEK
7427 (9771) of internal borrowings at December 31, 2021. Derivative instru-
ments are used to manage the currency and interest rate risk in line with poli-
cies set by the Financial Risk Management Committee, see note 27 in the con-
solidated financial statements.

Hedge accounting

The Parent Company hedges sharesin subsidiaries through loans of MEUR
2291(2091) and derivatives of MEUR 100 (300). The deferral hedge account-
ing of the loansis based ona RFR 2 exemption. The derivative isan internal con-
tract with Atlas Copco Finance DAC resulting with MSEK -4 (98) to Receivables
from Group companiesin below table.

Financial credit risk

Creditrisk on financial transactions is the risk that the Parent Company incurs
losses as a result of non-payment by counterparts related to the Parent
Company’s investments, bank deposits or derivative transactions. For further
information regarding investment and derivative transactions, see note 27 of
the consolidated financial statements. The table below shows the actual expo-
sure of financial instruments as per December 31.

Financial creditrisk 2021 2020
Cashand cash equivalents 0 8
Receivables from Group companies 9288 16 049
Other 81 80
Total 9369 16 137
Fair value hierarchy

Fairvalues are based on observable market prices or, in the case that such prices
arenotavailable, on observable inputs or other valuation techniques. Amounts
shownin other notes are unrealized and will not necessarily be realized. For
more information about fair value hierarchy, see note 27 of the consolidated
financial statements. There are no level 3 instruments in the Parent Company.

Valuation methods

Derivatives

Fairvalues of forward exchange contracts are calculated based on prevailing
markets. Interest rate swaps are valued based on market rates and present
value of future cash flows.

Interest-bearing liabilities
Fairvalues are calculated based on market rates and present value of future
cash flows.

The Parent Company'’s financial instruments by category

The carrying value for the Parent Company'’s financial instruments corresponds
tofairvalue in all categories except for borrowings. See A17 for additional
information.

2021 2020
Assets pledged for pension commitments
Endowmentinsurances 201 183
Total 201 183
Contingent liabilities
Sureties and other contingent liabilities:
—forexternal parties 4 3
—for Group companies 3262 3287
Total 3266 3290

Sureties and other contingent liabilities include bank and commercial guaran-
teesand performance bonds.
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FINANCIAL STATEMENTS — NOTES

A21. Directly owned subsidiaries

2021 2020 2021 2020
Number of Percent  Carrying Number of Percent  Carrying Number of Percent  Carrying Number of Percent  Carrying
shares held value shares held value shares held value shares held value
Directly owned product companies Directly owned holding companies
Atlas Copco Airpower n.v, Wilrijk 76415 100 46806 76415 100 46521 ~ 2ndothers
AB Atlas Diesel, 556019-1610, Nacka 1000 100 0 1000 100 0
Directly owned customer centers Atlas Copco A/S, Langhus 2500 100 44 2500 100 44
AGRE Kompressoren GmbH, Steyr 200000 100 7 200000 100 7 Atlas CopcoBeheerB.V, Zwijndrecht 15712 100 84 15712 100 247
ALUI? Kompressoren Polskasp.Z.0.0., Atlas Copco Finance Belgium BVBA,
Janki 9000 100 14 - - ~ Wilrijk 1 0/100" 0 1 0/100" 0
Atlas Copco (Cyprus) Ltd, Nicosia 99998 100 0 99998 100 O Atlas CopcoFinance DAC, Dublin 5162000001 100 54428 5162000001 100 54300
Atlas Copco (India) Ltd., Pune 21731917 100 874 21731917 100 827 Atlas Copco France Holding S.A.,
Atlas Copco (Ireland) Ltd., Dublin 250000 100 28 250000 100 28 Cergy Pontoise 278255 100 341 278255 100 314
Atlas Copco (Malaysia), Sdn. Bhd., Atlas Copco Holding GmbH, Essen 2 100 4351 2 100 4341
Shah Alam 1000000 100 14 1000000 100 1 Atlas Copco Internationaal BV,
Atlas Copco (Philippines) Inc., Binan 677980 100 69 677980 100 34 Zwijndrecht 10002 100 27 455 10002 100 27376
Atlas Copco (Schweiz) AG., Studen 8000 100 63 8000 100 63 Atlas Copco Jarla Holding AB,
Atlas Copco (South East Asia) Pte.Ltd., 556062-0212, Nacka 95000 100 716 95000 100 717
Singapore 4500000 100 35 4500000 100 34 Atlas Copco Nacka Holding AB,
Atlas Copco ArgentinaS.A.C.l., 556397-7452, Nacka 100000 100 12 100000 100 12
Buenos Aires 5120025 93/100" 84 5120025 93/100" 84 Atlas Copco SicklaHolding AB,
Atlas Copco Brasil Ltda., Barueri 70358841 100 257 70358841 100 253 556309-5255, Nacka 1000 100 25084 1000 100 25004
Atlas Copco CanadaInc., Toronto 6946 100 2185 6946 100 665 EconusS A, Montevideo 21582605 100 17 21582605 100 7
Atlas Copco Chile SpA, Santiago 24998 100 6 24998 100 6  IndustriaForsakrings AB,
516401-7930, Nacka 300 000 100 30 300 000 100 30
Atlas Copco Compressor AB,
556155-2794, Nacka 60000 100 36 60000 100 34  J5CAtlas Copco, Moscow 26 loe 85 - - -
Atlas Copco Eastern Africa Limited., Oy Atlas Copco AB, Vantaa 150 100 33 150 100 33
Nairobi 482999 100 40 482999 100 40 Power Tools Distribution n.v., Hoeselt 1 0/100" 4 1 0/100" 1
Atlas Copco Equipment Egypt Saltus Industrial Technique AB,
S.A.E., Cairo 5 0/100" 4 5 0/100" 4 559053-5455, Nacka 500 100 0 500 100 9
Atlas Copco GmbH, Vienna 1 100 43 1 100 43 Carrying amount, Dec. 31 163569 161228
Atlas Copco Indoeuropeiska AB, D Eicr i o o
556155-2760, Nacka 3500 100 20 3500 100 20 Firstfigure: percentage held by Parent Company, second figure: percentage held by Atlas Copco Group.
Atlas Copco KK, Tokyo 100000 100 39 100000 100 38
Atlas Copco Kompressorteknik A/S,
Albertslund 4000 100 5 4000 100 5
Atlas Copco Maroc SA., Casablanca 3960 929 6 3960 99 6
Atlas Copco Polska Sp.z 0. 0., Warsaw 4000 100 80 - - -
Atlas Copco Services Middle East
OMC, Manama 500 100 27 500 100 18
Atlas Copco Ukraine LLC, Kiev 10000000 100 3 - - -
Atlas Copco Venezuela SA,
Valencia (Caracas) 25812000 100 0 25812000 100 0
Servatechnik AG, Oftringen 3500 100 25 3500 100 28
Soc. Atlas Copco de Portugal Lda.,
Porto Salvo 1 100 15 1 100 14
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FINANCIALS

Group

Consolidated income statement

Consolidated statement of
k()HUJ\LhU‘S\\C Income

Consolidated balance sheet

Consolidated statement
of changes in equity

Consolidated statement
of cash flows

Notes

* Parent company

FINANCIAL STATEMENTS — NOTES

A22. Related parties

Relationships
The Parent Company has related party relationships with its largest share-
holder, its subsidiaries, its associates, its joint ventures and with its Board

The following details directly and indirectly owned holding and operational subsidiaries (excluding branches), presented by country/area of incorporation.

Country/Area Company Location (City) Country/Area Company Location (City)
members and Group Management. Algeri SPAATIASC Algeri Al hi AtlosC (Shanghai) Equi

The Parent Company’s largest shareholder, Investor AB, controls approxi- geria tlas Copco Algerie grers ina Re:tsalcc)gc?_td anghal) Equipment Shanghai
mately 22% of the voting rights in Atlas Copco AB. Angola Atlas Copco AngolaLtd Luanda Atlas Copco Industrial Technigue (Shanghai)

The subsidiaries that are directly owned by the Parent Company are pre- Argentina Atlas Copco ArgentinaS.A.C.I. BuenosAires Co'aitdépco naustriatiechnique bhanghal Shanghai
sentgd innote A21 and_alldlrectly andindirectly owned operating subsidiaries Australia Atlas Copco Australia Pty Ltd Blacktown Atlas Copco (China) Investment Co., Ltd. Shanghai
are listed onthe following pages. SCSFiltration Melbourne Atlas Copco (Shanghai) Process Equipment

Informg’gogﬁbout Board members and Group Managementis presented Walker Filtration Pty. Australia Melbourne Co., Ltd. Shanghai
onpages58-61. -

pag Austria AGRE Kompressoren GmbH Steyr Atlas Copco (Shanghai) Trading Co., Ltd. Shanghai
Transactions and outstanding balances Atlas Copco GmbH Vienna Bolaite (Shanghai) Trading Co. Ltd. Shanghai
The Group has not had any transactions with Investor AB during the year other Medgas-Technik medical systems GmbH Leisach CSK China Co. Ltd. Wuxi
than dividends declared and has no outstanding balances with Investor AB. Bahrain Atlas Copco Services Middle East OMC Manama CSK Xian China Co. Ltd. Xian

Investor AB has controlling or significantinfluence in companies which Atlas Bangladesh Atlas Copco Bangladesh Ltd. Dhaka Edmac (Shanghai) Trading Co., Ltd. Shanghai
Copco AB mayhavetransactionswith in‘Fhe normal course of business. Any Belgium Atlas Copco Airpower nv Wilrijk Edwards Technologies Trading (Shanghai)
such transactions are made on commercial terms. Atlas Copco Belgium nv Overjjse Company Ltd. Shanghai

) ) _— Edwards Technologies Vacuum Engineering
. . , . . Atlas Copco Finance Belgium bv Wilrijk ) .
The following table summarizes the Parent Company’s transactions with AtlasC P Rental £ g 5 E (Qingdao) Company Ltd. Qingdao
Group companies: tlas CopcoRental Europenv oom Edwards Technologies Vacuum Engineering
Atlas Copco Support Services nv Wilrijk (Shanghai) Company Ltd. Shanghai
2021 2020 Atlas Copco Vacuum Belgium nv Estaimpuis Edwards Technologies Vacuum Engineering
EDMAC Europe nv Wilrijk (Xian) Company Ltd. Xian
Revenues International Compressor Distribution nv Wilrijk Z?;;Z%E:)'Eg“ﬁgmAifcompfessors Jangmen
Dividends 3849 11381 MultiAir BELUX v Deinze . :
A ISRAVISION (Shanghai) Co. Ltd. Shanghai
Group contribution 2704 90 Power Tools Distribution nv Hoeselt ; .
Kunshan Q-Tech Air System TechnologiesLtd.  Kunshan
Interestincome 9 26 Bolivia Atlas Copco BoliviaS.A Compresores, ; o S
£ Magquinariay Servicio Santa Cruz Leybold Equipment (Tianjin) Co., Ltd. Tianjin
Xpenses L . N

P . Brazil Atlas Copco Brasil IndUstriae ComércioLtda.  Barueri Leybold (Tianjin} International Trade Co.ltd.  Tianjin
Group contribution -9 - Atlas Copco Brasil Ltda. Barueri Linghein (Shanghai) Gas Technologies Co., Ltd. ~ Shanghai
Interestexpenses -29 -37 Chicago Pneumatic Brasil Ltda. Barueri Liutech Machinery Equipment Co., Ltd. Liuzhou
Receivables 9288 16 049 Edwards Vacuo Ltda. Sao Paulo Liuzhou Tech Machinery Co., Ltd. Liuzhou
Liabilities 7491 9819 ISRAVISION Comércio, Servicos, Pan-Asia Gas Technology (Wuxi) Co., Ltd. Wuxi
Guarantees 3262 3287 Importagao E Exportagéo Ltda. Sao Paulo Perceptron Metrology Technology (Shanghai)

Itubombas Locacao, Comércio, Co, Ltd. Shanghai
Importacédo e Exportacao Ltda. Itu Q-Tech (Shanghai) Gas Equipment Co.,Ltd. Shanghai
Leybold do Brasil Ltda. Jundiafl Scheugenpflug Resin Metering Technologies
Perceptron do Brazil Ltda. Sao Paulo co., Ltd. Suzhou
3 C Ltda. Mari ShanghaiBeacon Medaes Medical Gas
| rTssure omplressores 2 irmga Engineering Consulting Co., Ltd. Shanghai
B! i Atlas C B iaEOOD Sofi
ulgaria astopeoBuigaria ora ShanghaiTooltec Industrial Tool Co., Ltd. Shanghai
Canada Atlas Copco Canadalnc. Toronto X - - N
Wuxi Pneumatech Air/Gas Purity Equipment
Atlas Copco CPCHoldings Inc. Burlington Co., Ltd. Wuxi
Chicago Pneumatic Tool Co. Canada Ltd. Toronto Wuxi Shengda Air/Gas Purity Equipment
Class 1 Incorporated Cambridge Co,, Ltd. Wuxi
CPCPumps InternationalInc. Burlington Colombia Atlas Copco Colombia Ltda Bogota
Lucas Drive - 2352341 Ontario Inc. Burlington Cyprus Atlas Copco (Cyprus) Ltd. Nicosia
Photonfocus Imaging Ltd. Oakville Czech Republic ALUPCZspol.S.r.o Breclav
Sutton Drive - 2485283 Ontario Inc. Burlington Atlas Copcos.r.o. Prague
Chile Atlas Copco Chile SpA Santiago Atlas Copco Servicess.r.o. Brno
China Atlas Copco (Wuxi) Compressor Co., Ltd. Wuxi Edwardss.r.o. Lutin
Next Metrology Softwares.r.o. Prague
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FINANCIAL STATEMENTS — NOTES

A22. Related parties, continued

Country/Area Company Location (City) Country/Area Company Location (City) Country/Area Company Location (City)
CzechRepublic Schneider Airsystemss.r.o. Line Germany GPSolar GmbH Neuried Italy ABACAriaCompressaS.r.l Robassomero
Denmark Atlas Copco Kompressorteknik A/S Albertslund IPVIndustrie-Pumpen Vertriebs GmbH Dresden® Dresden Atlas CopcoBLMS.r.l. Milan

RENOA/S Give ISRAImmobilie Darmstadt GmbH Darmstadt Atlas Copco ItaliaS.r.l. Milan
Egypt Atlas Copco Equipment Egypt S.A.E. Cairo ISRAImmobilie Herten GmbH Darmstadt Ceccato AriaCompressaS.r.l Vicenza
Atlas Copco Service Egypt Cairo ISRAPARSYTEC GmbH Aachen DGMS.r.l. Sovizzo (V1)
Finland Oy Atlas Copco Ab Vantaa ISRASURFACE VISION GmbH Herten EdwardsS.r.l. Milan
Oy Atlas Copco Kompressorit Ab Vantaa ISRAVISION GmbH " Darmstadt EurochillerS.r.l. Castello d’Agogna (Pv)
Oy Atlas Copco Tools Ab Vantaa ISRAVISION Graphikon GmbH Berlin Fiac Professional Air CompressorsS.r.l. Bologna
France ABACFranceS.A.S. Valence ISRAVISION LASOR GmbH Bielefeld FIACS.r.l. Bologna
AEP Saint Michelsur Orge ISRAVISION PARSYTECAG Aachen Leybold ltaliaS.r.| Milan
Air Compresseur Service S.A.S. Saint-Ouen-L’Auméne ISRAVISION POLYMETRIC GmbH Darmstadt MultiAir Italia S.r.| Cinisello Balsamo
Atlas Copco Applications Industrielles S.A.S. Cergy Pontoise KDS Kompressoren-und STERISrl Turin
Atlas Copco CrépelleS.AS. Lille Druckluftservice GmbH Essen VariscoS.r.l. Padova
Atlas Copco France Holding S.A. Cergy Pontoise Leybold Dresden GmbH Dresden Varisco Wellpoints.r.l. Padova
Atlas Copco France SAS Cergy Pontoise Leybold GmbH Cologne Japan Atlas Copco KK Tokyo
Edwards SAS Herblay Leybold Real Estate GmbH » Cologne Edwards Japan Ltd. Chiba
ETS GeorgesRenaultS.A.S. Saint-Herblain Medgas-Technik GmbH Medical Technology® _ Berndroth Fuji Industrial Technique Co., Ltd. Osaka
ExlairS.AS. Saint Ouen L/AGmone metronom Automation GmbH Mainz ISRAVISION JAPAN Co,, Ltd. Yokohama
Leybold France SAS Bourg-Les-Valence nano-purification solutions GmbH Krefeld Kohoku-Ku,
Location Thermique Service SAS Carvin Perceptron GmbH Munich Leybold Japan Co.Ltd. Shin-Yokohama AKbldg  Yokohama-Shi
MultiAir France S.A.S Chambly PMH DruckluftGmbH" Moers Perceptron Asia Pacific Ltd. Tokyo
Ovity Air Comprimé SAS LeMans S:JSSSQSI\:;H?:;;S?F(Ektionssysteme Puchbeim Kazakhstan Atlas Copco AirPower C.entr.al .Asia LLP A/n.7aty'
Perceptron EURL Montigny le Bretonneux Scheugenpflug GmbH Neustadta.cl Donau fenlfa 2'(:35 EOPCO ;alst.ersr:AAfrlca Limited ";"a/fOb’
seti-TecS.AS. Lognes Schneider Druckluft GmbH " Reutlingen 2 2 opeo Bee lga
Germany 3D-Shape GmbH Erlangen Loinfelden- Lebanon Atlas Copco Llevant S.Al.L. Beirut
ALUP-Kompressoren GmbH " Reutlingen SynatecGmbH " Echterdingen Luxembourg  Atlas Copco Finance S.4r!. Luxembourg
ARPUMA regel-und férdertechnische Vision Experts GmbH Karlsruhe Malaysia Atlas Copco (Malaysia) Sdn. Bhd. Shah Alam
Gerate GmbH Kerpen Greece Atlas Copco Hellas AE Koropi Edwards Technologies Malaysia Sdn. Bhd. Puchong
Atlas Copco Beteiligungs GmbH Essen Hong Kong Atlas Copco China/Hong Kong Ltd Hong Kong Mexico Atlas Copco MexicanaS.A.de C\V. Tlalnepantla
Atlas Copco Energas GmbH " Cologne Hungary Atlas Copco Hungary Kft Szigetszentmikids Desarrollos Técnologicos ACMSAS.A.de C.V. Tlalnepantla
Atlas Copco Holding GmbH " Essen India Atlas Copco (India) Ltd. Pune Desoutter Tools Mexico SAde CV Tlalnepantla
Atlas Copco IASGmbH " Bretten Edwards India Private Ltd. Pune ISRAVISIONS.deR.L.de C.V. Queretaro
Atlas Copco Industry GmbH " Essen ISRAVISION INDIA Private Limited Mumbai Scheugenpflug Mexico, S.deR.L.de C.V. Guadalajara
é‘;l:csljggigcﬁc:a%?;ﬂin und feson Leybold India Pvt Ltd. Pune . ZalcuL(J:m Ted’:;lquesl\:exmo /gon;e/rrey
Atlas Copco Power Technique GmbH " Essen Percelptron Non-Contact Metrology . orocco tastopeo ar<->c ssamianca
Solutions PvtLtd. Chennai Myanmar Atlas Copco Services Myanmar Co., Ltd. Yangon
Atlas Copco Technology GmbH " Essen Indonesia PT Atlas Copco Indonesia Jakarta Netherlands Alup Grassair Kompressoren BV Oss
Atlas CopcoTools Central Europe GmbH Essen Iraq Atlas Copcolraq LLC Erbil Atlas Copco BeheerB.V. Zwijndrecht
Desoutter GmbH ! Maintal Ireland Atlas Copco (Ireland) Ltd. Dublin Atlas Copco Internationaal B.V. Zwijndrecht
Dipotec GmbH Neustadta.d. Donau Atlas Copco Finance DAC Dublin Creemers CompressorsB.V. Oss
Edwards GmbH Kirchheim Edwards Vacuum Technology Ireland Ltd Dublin EcoKetelservice VerhuurB.V. Tilburg
Er:ggilﬁgfedémt%ur?bﬁﬂd Renningen Provac Limited Wexford Eco Steam Trading & Consultancy B.V. Tilburg
GPlInspect GmbH Neuried Israel Edwards Israel Vacuum Ltd Kiryat Gat E.K.S.Holding B.V. Tilburg
Leybold Nederland B.V. Utrecht
PerceptronB.V. The Haghe

' For the business year ending December 31, 2021 several German subsidiaries will make use of the §§ 264, 291 Handels-
gesetzbuch (German Commercial Code) exemption rules of filing their own (consolidated) financial statements.
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A22. Related parties, continued

Country/Area Company

Location (City)

Country/Area Company

Location (City)

Country/Area Company

Location (City)

New Zealand  AtlasCopco(N.Z.)Ltd. Auckland Sweden Atlas Copco JarlaHolding AB Nacka US.A. Air & Gas Solutions LLC Charlotte
Exlair (NZ) Limited Auckland Atlas Copco Nacka Holding AB Nacka Atlas Copco Compressors LLC Rock Hill
Nigeria Atlas Copco Nigeria Ltd. Lagos Atlas Copco Sickla Holding AB Nacka Atlas Copco Comptec LLC Voorheesville
Norway Atlas Copco A/S Langhus Industria Insurance Company Ltd Atlas CopcolASLLC Auburn Hills
Atlas Copco Kompressorteknikk A/S Langhus Industria Férsakringsaktiebolag Nacka Atlas Copco Mafi-Trench Company LLC Santa Maria
Atlas Copco Tools A/S Langhus Switzerland ALUP Kompressoren AG Oftringen Atlas Copco North America LLC Parsippany
BeremaA/S Langhus Atlas Copco (Schweiz) AG Studen Atlas Copco Rental LLC Laporte
Pakistan Atlas Copco Pakistan (Private) Limited Lahore Leybold Schweiz AG Steinhausen Atlas Copco Tools & Assembly Systems LLC Auburn Hills
Peru Atlas Copco PerdiS.A.C. Lima Medgas-Technik SchweizAG sankt-Gallen Atlas Copco USA Holdings Inc. Parsippany
Philippines Atlas Copco (Philippines) Inc. Binan Photonfocus AG Lachen BeaconMedaes LLC Rock Hill
Poland ALUP Kompressoren Polska sp.z.0.0. Janki Taiwan Atlas Copco Taiwan Ltd. Taoyuan CHSpencerLLC Salt Lake City
Atlas Copco Polska Sp.zo.o. Warsaw CSKTinc. Jubei Chicago PneumaticInternational Inc. Rock Hill
Portugal Sociedade Atlas Copco de Portugal Edwards Technologies Ltd Jhunan Chicago Pneumatic Tool Company LLC Rock Hill
Unipessoal Lda Porto Salvo Leybold Taiwan Ltd Hsin-Chu Dekker Vacuum Technologies Inc Michigan City
Romania Atlas Copco RomaniaS.R.L. Bucharest Thailand Atlas Copco (Thailand) Limited Bangkok Edwards Vacuum, LLC Wilmington
Scheugenpflug S.R.L. Sibiu Turkey Atlas Copco MakinalariImalatAS Istanbul Henrob Corporation New Hudson
Russia Airgrupp LLC Moscow C_hicago Pneumatic Endustriyel Urtinler ISRA SURFACE VISION Inc. Berkeley Lake
ISRAVISION LLC Moscow TicaretA3 Istanbul
. - - ; ISRAVISION PARSYTEC Inc. Berkeley Lake
JSC Atlas Copco Moscow Dost Kompresor Endustri Makinalariimal —
Bakimve TicaretA.S Istanbul Leybold USAInc. Wilmington
Serbia Atlas Copco Srbijadoo Belgrade Ekomak Endstriyel Kompresér Makine Mid-South Engine & Power Systems LLC White Oak
Singapore Atlas Copco (South East Asia) Pte. Ltd Singapore Sanayive TicaretA.S Istanbul Nowvac Inc. Parsippany
Leybold Singapore Pte Ltd Singapore ISRAVISI.ON Yapay Gorme Ve Otomasyon Perceptronnc. Plymouth
Vacuum Technique Singapore Pte Ltd Singapore - San. VeTic.A-s Istanbul Perceptron Global Inc. Plymouth
Slovakia Atlas Copcos.r.o Bratislava Ukrame Atlas Copco Ukraine LLC e Perceptron Software Technology, Inc. Plymouth
ISRAVISIONs.r.0. Bratislava United Arab ) ) )
Emirates Atlas Copco Middle East FZE Dubai Powerhouse Equipment & Engineering Co.Inc.  Delanco
Perceptron Slovenskos.r.o. Bratislava United Power Technique North America LLC Rock Hill
Schneider Airsystemss.r.o. Nitra Kingdom Air Compressors and Tools Limited Hemel Hempstead Quincy CompressorLLC Bay Minette
Slovenia Atlas Copcod.o.0. Trzin Airflow Compressors and Pneumatics Limited ~ Warington Scheugenpflug Inc. Kennesaw
South Africa Atlas Copco Industrial South Africa (Pty) Ltd Boksburg Atlas Copco IAS UK Limited Flintshire Vacuum Technique LLC Michigan City
Rand Air South Africa (Pty) Ltd Boksburg Atlas Copco Ltd. Hemel Hempstead Walker Filtration Inc. US Frie
South Korea Atlas Copco Korea Co., Ltd. Seongnam Atlas Copco UK Holdings Ltd. Hemel Hempstead Venezuela Atlas Copco Venezuela SA Valencia
CPTaolsKorea Co,, Ltd. Anyang BeaconMedaeslLtd Staveley Vietnam Atlas Copco Vietnam Company Ltd. Hanoi
CsKinc. Yongin Cooper Freer Ltd Leicester Zambia Atlas Copco Industrial Zambia Limited Kitwe
Edwards Korea Ltd Cheonan Cooper FreerHoldings Ltd Leicester
ISRAVISION Korea Co. Ltd Seoul Edwards High Vacuum International Ltd. Burgess Hill
Leybold Korea Ltd Bundang Edwards Ltd. Burgess Hill
Spain Aire Comprimido Industrial Iberia, S.L. Madrid Isocool Limited Braintree
Atlas Copco S.A.E. Madrid ISRAVISION Ltd. London
Grupos Electrégenos Europa, S.A. Zaragoza ISRAVISION PARSYTEC Ltd. Eastleigh
IBVCVacuum, S.L.U. Madrid Leybold UK Ltd. Chessington
Leybold HispanicaS.A. Cornelld de Llobregat Nano Purification Solutions Ltd Newcastle
Perceptron Iberica, S.L. Barcelona Purification Solutions UK Limited Gateshead
Photonfocus Spain, S.L. Barcelona Perceptron Metrology UK Ltd. Birmingham
Sweden Atlas Copco Compressor AB Nacka Tentec Ltd. Birmingham
Atlas Copco Industrial Technique AB Nacka Walker Filtration Ltd. UK Washington
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SIGNATURES OF THE BOARD OF DIRECTORS
Htlas Conoo Signat f the Board of Direct
=
=
The Parent Company financial statements have been prepared in accordance with generally The administration report for the Group and Parent Company provides a true and fair overview of the o
accepted accounting principlesin Sweden and the consolidated financial statements have been development of the Group’s and Parent Company's business activities, financial position and results of 8
prepared in accordance with International Accounting Standards as prescribed by the European operations as well as the significant risks and uncertainties which the Parent Company and its subsidiaries a9
Parliament and the Regulation (EC) No 1606/2002 dated July 19,2002 on the application of Inter- are exposed to. o
OTHER INFORMATION national Accounting Standards. The Parent Company financial statements and the consolidated The Annual Reportalso contains the Group's and Parent Company's statutory sustainability report =
« Signatures of the Board of Directors financial statements give a true and fair view of the Parent Company’s and the Group's financial inaccordance with the Swedish Annual Accounts Act, Chapter 6, Section 11, see page 20.
Audit Report position and results of operations.
Financial definitions g
Sustainability notes 2
w
Three years in summary Nacka, March 2,2022, Atlas Copco AB :E'
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Our auditreportwas submitted on March 18,2022, Ernst & Young AB

Erik Sandstrom
Authorized Public Accountant
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Atlas Copco ABis required to publish information included in this annual reportin accordance with
the Swedish Securities Market Act. The information was made publicon March 21, 2022.
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OTHER INFORMATION

¢ Audit Report

Audit report

To the general meeting of the shareholders of Atlas Copco AB (publ),
corporateidentity number 556014-2720

Report on the annual accounts and consolidated accounts

Opinions

We have audited the annual accounts and consolidated accounts of Atlas
Copco AB (publ) except for the corporate governance statement on pages
54-63 and the quarterly data on page 82 for the year 2021. The annual
accounts and consolidated accounts of the company areincluded on pages
14-41,47-51 and 64-123 in thisdocument.

In our opinion, the annual accounts have been prepared in accordance with
the Annual Accounts Actand present fairly, in all material respects, the finan-
cial position of the parent company as of December 31,2021 and its financial
performance and cash flow for the year then ended in accordance with the
Annual Accounts Act. The consolidated accounts have been prepared in accor-
dance with the Annual Accounts Actand present fairly, in all material respects,
the financial position of the group as of December 31,2021 and their financial
performance and cash flow for the year then ended in accordance with Inter-
national Financial Reporting Standards (IFRS), as adopted by the EU, and the
Annual Accounts Act. The statutory administration report s consistent with
the other parts of the annual accounts and consolidated accounts.

We therefore recommend that the general meeting of shareholders adopts
theincome statementand balance sheet for the parent company and the group.

Ouropinionsin thisreporton the annual accounts and consolidated
accounts are consistent with the content of the additional report that has been
submitted to the parent company’s audit committee in accordance with the
Audit Regulation (537/2014) Article 11.

Basis for Opinions
We conducted our auditin accordance with International Standards on Audit-
ing (ISA) and generally accepted auditing standards in Sweden. Our responsi-
bilities under those standards are further described in the Auditor’s Responsi-
bilities section. We are independent of the parent company and the group in
accordance with professional ethics for accountantsin Sweden and have oth-
erwise fulfilled our ethical responsibilities in accordance with these require-
ments. Thisincludes that, based on the best of our knowledge and belief, no
prohibited services referred to in the Audit Regulation (537/2014) Article 5.1
have been provided to the audited company or, where applicable, its parent
company or its controlled companies within the EU.

We believe that the audit evidence we have obtained is sufficientand
appropriate to provide a basis for our opinions.

Key Audit Matters

Key audit matters of the audit are those matters that, in our professional judg-
ment, were of most significance in our audit of the annual accounts and con-
solidated accounts of the current period. These matters were addressed in the
context of our audit of, and in forming our opinion thereon, the annual
accountsand consolidated accounts as a whole, but we do not provide a sepa-
rate opinion on these matters. For each matter below, our description of how
ourauditaddressed the matteris provided in that context.

AUDIT REPORT

We have fulfilled the responsibilities described in the Auditor’s responsibilities
for the audit of the financial statements section of our report, includingin rela-
tion to these matters. Accordingly, our auditincluded the performance of pro-
cedures designed to respond to our assessment of the risks of material mis-
statement of the financial statements. The results of our audit procedures,
including the procedures performed to address the matters below, provide
the basis for our audit opinion on the accompanying financial statements.

Valuation of goodwill

Description

AtDecember 31,2021, the total value of goodwill amounts to 32,1 billion SEK
andisallocated to the group’s different cash generating units. Goodwill must
be tested forimpairment atleastannually or whenever there are indicators of
impairment. The testis carried out by comparing the recoverable amount to
the carrying value. To calculate the recoverable amount management apply
significantjudgment and estimates regarding future cash flows, perpetual
growth rate and discount rates. Theimpairment tests for 2021 did not resultin
anyimpairmentwrite off.

Disclosures related to the group’s accounting principles, significant account-
ing estimates and judgements are provided in note 1 and disclosures related to
goodwill and the impairment test performed is provided in note 12.

Based on carrying value of the goodwill and the high degree of manage-
ment estimate required to perform the impairment tests, we have assessed the
accounting for the valuation of goodwill as a key audit matterin our audit.

How our audit addressed this key audit matter

Inthe audit, we have evaluated the group’s process for conducting impair-
ment tests. Based on established criteria, we have examined how the group
identifies cash-generating units.

With supportfrom ourinternal valuation specialists, we have evaluated the
valuation methods used. We have assessed the reasonableness of assump-
tions, conducted sensitivity analysis, and compared them to historical out-
comes as well as external sources and industry benchmarks.

Finally, we have assessed the appropriateness of the disclosures provided
inthe annual report.

Revenue recognition
Description
The group recognize revenue from a wide range of geographical markets and
therevenues are generated from product- and product related offerings rang-
ing from equipment, service and rental to the customers. The appropriate tim-
ing of revenue recognition can vary from a pointin time to recognition over
time. Judgement may be required in assessing if control has been transferred
to the customer and to determine the satisfaction of performance obligations.
The group's decentralized organization where revenues are generated
from alarge number of subsidiaries further increases the complexity of ensur-
ing that the revenue recognition principles are consistently applied across the
group.
Disclosures related to the group’s accounting principles, critical accounting
estimates and judgement are provided in note 1 and note 4 provides disclo-
suresregarding revenue disaggregated by operating segmentand geography.
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Based on the above, we have assessed the revenue recognition as a key audit
matterin ouraudit.

How our audit addressed this key audit matter

In our audit we have assessed the group’s processes for revenue recognition.
Further, we have reviewed the group’s accounting manual and assessed
whether the policies for revenue recognition are in accordance with the appli-
cable accounting standards.

We have obtained an understanding of the different types of significant rev-
enue contracts and evaluated the identified performance obligations and
determinations made regarding when performance obligations are considered
satisfied. In addition, we have performed detailed revenue transaction testing
and revenue data analytical procedures to assess the revenue recognition.

We have assessed the appropriateness of the disclosures provided in the
annualreport.

Accounting forincome taxes

Description

Atlas Copcois a global group with subsidiaries world-wide. The accounting for
income taxes requires adherence to local tax legislation which often can be
complexand allow for differentinterpretations and judgement. The group'’s
subsidiaries are regularly subject to tax audits in which the local tax authorities
might challenge the group’sinterpretation of the local legislation.

Ininstances where the tax authorities are of a different opinion of how to
interpretthe taxlegislation the outcomeis often dependent on negotiations
with the local tax authorities or legal proceedings. In order to account for
income taxes in these instances, management may have to apply significant
estimates. Changes to these estimates can have a material effect on the
income tax reported.

Disclosures related to the group’s accounting principles, critical accounting
estimates and judgementare provided in note 1 and disclosures related to
taxesare providedin note 9.

Based on the above, we have assessed accounting forincome taxes as a key
audit matterin ouraudit.

How our auditaddressed this key audit matter
We have evaluated the group'’s process for accounting forincome taxes. We
have reviewed communication between Atlas Copco and the tax authorities
forsignificant uncertain income tax matters. Our internal tax specialists have
been engaged to evaluate the assessments and interpretations made by the
group. We have also assessed the reasonability of the accounting for these
matters by comparisons to historical outcome in similar cases and by obtaining
assessments fromthe group’s external tax advisors where appropriate.

We have assessed the appropriateness of the disclosures provided in the
annual report.

Other Information than the annual accounts and consolidated accounts
Thisdocumentalso contains otherinformation than the annual accountsand
consolidated accounts andis found on pages 1-13,42-46,52-53 and 127-145.
The Board of Directors and the Managing Director are responsible for this
otherinformation.
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Aitlas Copco

OTHER INFORMATION

¢ Audit Report

Audit report, continued

Our opinion onthe annual accounts and consolidated accounts does not cover
this otherinformation and we do not express any form of assurance conclusion
regarding this otherinformation.

In connection with our audit of the annual accounts and consolidated
accounts, our responsibility is to read the information identified above and
consider whether the information is materially inconsistent with the annual
accounts and consolidated accounts. In this procedure we also take into
accountour knowledge otherwise obtained in the audit and assess whether
theinformation otherwise appears to be materially misstated.

If we, based on the work performed concerning this information, conclude
thatthere is a material misstatement of this other information, we are required
to report that fact. We have nothing to reportin thisregard.

Responsibilities of the Board of Directors and the Managing Director

The Board of Directors and the Managing Director are responsible for the
preparation of the annual accounts and consolidated accounts and that they
give afair presentation in accordance with the Annual Accounts Actand, con-
cerning the consolidated accounts, in accordance with IFRS as adopted by the
EU.The Board of Directors and the Managing Director are also responsible for
suchinternal control as they determine is necessary to enable the preparation
of annual accounts and consolidated accounts that are free from material mis-
statement, whether due to fraud orerror.

In preparing the annual accounts and consolidated accounts, The Board of
Directors and the Managing Director are responsible for the assessment of the
company’sand the group’s ability to continue as a going concern. They disclose,
asapplicable, mattersrelated to going concern and using the going concern
basis of accounting. The going concern basis of accounting is however not
appliedifthe Board of Directors and the Managing Director intends to liquidate
the company, to cease operations, or has no realistic alternative but to do so.

The Audit Committee shall, without prejudice to the Board of Director’s
responsibilities and tasks in general, among other things oversee the company's
financial reporting process.

Auditor’s responsibility
Our objectives are to obtain reasonable assurance about whether the annual
accountsand consolidated accounts as a whole are free from material mis-
statement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance, butis
notaguarantee thatan audit conducted in accordance with ISAsand gener-
ally accepted auditing standards in Sweden will always detect a material mis-
statement when it exists. Misstatements can arise from fraud or errorand are
considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of
these annual accounts and consolidated accounts.

As partofanauditin accordance with ISAs, we exercise professional judg-
mentand maintain professional skepticism throughout the audit. We also:

o |dentify and assess the risks of material misstatement of the annual
accountsand consolidated accounts, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit
evidencethatissufficientand appropriate to provide a basis for our opinions.

AUDIT REPORT

Therisk of not detecting a material misstatement resulting from fraud is
higherthan for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of
internal control.

e Obtainanunderstanding of the company’sinternal control relevant to
ourauditin orderto design audit procedures that are appropriate in the
circumstances, but notforthe purpose of expressing an opinion onthe
effectiveness of the company’sinternal control.

e Evaluatethe appropriateness of accounting policies used and the reason-
ableness of accounting estimates and related disclosures made by the
Board of Directors and the Managing Director.

¢ Concludeonthe appropriateness of the Board of Directors’ and the Man-
aging Director’s use of the going concern basis of accounting in preparing
the annual accounts and consolidated accounts. We also draw a conclu-
sion, based on the audit evidence obtained, as to whether any material
uncertainty exists related to events or conditions that may cast significant
doubtonthe company’s and the group’s ability to continue as a going con-
cern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor’sreport to the related disclosures in the
annual accounts and consolidated accounts or, if such disclosures are inad-
equate, to modify our opinion about the annual accounts and consolidated
accounts. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may
cause acompany and a group to cease to continue as a going concern.

e Evaluatethe overall presentation, structure and content of the annual
accounts and consolidated accounts, including the disclosures, and
whether the annual accounts and consolidated accounts represent the
underlying transactions and events in a manner that achieves fair presenta-
tion.

e Obtainsufficientand appropriate audit evidence regarding the financial
information of the entities or business activities within the group to express
an opinion on the consolidated accounts. We are responsible for the direc-
tion, supervision and performance of the group audit. We remain solely
responsible for our opinions.

We mustinform the Board of Directors of, among other matters, the planned
scope and timing of the audit. We must also inform of significant audit findings
during our audit, including any significant deficiencies in internal control that
we identified.

We must also provide the Board of Directors with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reason-
ably be thought to bear on ourindependence, and where applicable, related
safeguards.

From the matters communicated with the Board of Directors, we determine
those matters that were of most significance in the audit of the annual
accountsand consolidated accounts, including the mostimportant assessed
risks for material misstatement, and are therefore the key audit matters.

We describe these mattersin the auditor’s report unless law or regulation
precludes disclosure about the matter.
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Report on other legal and regulatory requirements

Opinions

In addition to our audit of the annual accounts and consolidated accounts, we
have also audited the administration of the Board of Directors and the Manag-
ing Director of Atlas Copco AB (publ) for the year 2021 and the proposed
appropriations of the company'’s profit or loss.

We recommend to the general meeting of shareholders that the profit be
appropriated (loss be dealt with) in accordance with the proposalin the statu-
tory administration report and that the members of the Board of Directors and
the Managing Director be discharged from liability for the financial year.

Basis for opinions
We conducted the auditin accordance with generally accepted auditing stan-
dardsin Sweden. Our responsibilities under those standards are further
describedinthe Auditor's Responsibilities section. We are independent of the
parentcompany and the group in accordance with professional ethics for
accountantsin Sweden and have otherwise fulfilled our ethical responsibilities
inaccordance with these requirements.

We believe that the audit evidence we have obtained is sufficientand
appropriate to provide a basis for our opinions.

Responsibilities of the Board of Directors and the Managing Director

The Board of Directorsis responsible for the proposal for appropriations of the
company'’s profit or loss. At the proposal of a dividend, thisincludes an assess-
ment of whether the dividend is justifiable considering the requirements
which the company’sand the group’s type of operations, size and risks place
onthesize of the parent company’s and the group’s equity, consolidation
requirements, liquidity and position in general.

The Board of Directors is responsible for the company’s organization and
the administration of the company’s affairs. Thisincludes among other things
continuous assessment of the company’s and the group’s financial situation
and ensuring that the company’s organizationis designed so that the account-
ing, management of assets and the company’s financial affairs otherwise are
controlledin areassuring manner. The Managing Director shall manage the
ongoing administration according to the Board of Directors’ guidelines and
instructions and among other matters take measures that are necessary to ful-
fill the company’s accounting in accordance with law and handle the manage-
ment of assetsin areassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration, and thereby our
opinion about discharge from liability, is to obtain audit evidence to assess
with areasonable degree of assurance whether any member of the Board of
Directors or the Managing Directorin any material respect:

¢ hasundertaken any action or been guilty of any omission which can give
rise to liability to the company, or

e inanyotherway hasactedin contravention of the Companies Act, the
Annual Accounts Act or the Articles of Association.
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Aitlas Copco

OTHER INFORMATION

¢ Audit Report

Audit report, continued

Our objective concerning the audit of the proposed appropriations of the
company'’s profit or loss, and thereby our opinion about this, is to assess with
reasonable degree of assurance whether the proposalisin accordance with
the Companies Act.

Reasonable assuranceis a high level of assurance, butis nota guarantee
thatan audit conducted in accordance with generally accepted auditing stan-
dardsin Sweden will always detect actions or omissions that can giverise to lia-
bility to the company, or that the proposed appropriations of the company’s
profitorlossare notin accordance with the Companies Act.

As partofanauditin accordance with generally accepted auditing stan-
dardsin Sweden, we exercise professional judgment and maintain profes-
sional skepticism throughout the audit. The examination of the administration
andthe proposed appropriations of the company'’s profit or loss is based pri-
marily on the audit of the accounts. Additional audit procedures performed
are based on our professional judgment with starting pointin risk and materi-
ality. This means that we focus the examination on such actions, areas and rela-
tionships that are material for the operations and where deviations and viola-
tions would have particularimportance for the company’s situation. We exam-
ine and test decisions undertaken, support for decisions, actions taken and
other circumstances that are relevant to our opinion concerning discharge
from liability. As a basis for our opinion on the Board of Directors’ proposed
appropriations of the company'’s profit or loss we examined the Board of Direc-
tors' reasoned statementand a selection of supporting evidencein order to be
able to assess whetherthe proposalisin accordance with the Companies Act.

The auditor’s examination of the ESEF report
Opinion
In addition to our audit of the annual accounts and consolidated accounts, we
have also examined that the Board of Directors and the Managing Director
have prepared the annual accounts and consolidated accountsin a format that
enables uniform electronicreporting (the ESEF report) pursuant to Chapter 16,
Section 4(a) of the Swedish Securities Market Act (2007:528) for Atlas Copco
AB (publ) for the financial year 2021.
Ourexamination and our opinion relate only to the statutory requirements.
In our opinion, the ESEF report #[checksum] has been prepared in a format
that, in all material respects, enables uniform electronicreporting.

Basis for opinion
We have performed the examinationin accordance with FAR's recommenda-
tion RevR 18 Examination of the ESEF report. Our responsibility under this
recommendationis described in more detail in the Auditors’ responsibility
section. We are independent of Atlas Copco AB (publ) in accordance with pro-
fessional ethics foraccountants in Sweden and have otherwise fulfilled our
ethical responsibilities in accordance with these requirements.

We believe that the evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Responsibilities of the Board of Directors and the Managing Director

The Board of Directors and the Managing Director are responsible for the
preparation of the ESEF reportin accordance with Chapter 16, Section 4(a) of
the Swedish Securities Market Act (2007:528), and for such internal control

AUDIT REPORT

thatthe Board of Directors and the Managing Director determineis necessary
to prepare the ESEF report without material misstatements, whether due to
fraud orerror.

Auditor’s responsibility

Ourresponsibility is to obtain reasonable assurance whether the ESEF report is
in all material respects prepared in a format that meets the requirements of
Chapter 16, Section 4(a) of the Swedish Securities Market Act (2007:528),
based on the procedures performed.

RevR 18 requires us to plan and execute procedures to achieve reasonable
assurance thatthe ESEF reportis preparedin a format that meets these
requirements.

Reasonable assuranceis a high level of assurance, butitis notaguarantee
thatan engagement carried out according to RevR 18 and generally accepted
auditing standards in Sweden will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered
material if, individually orin aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of the ESEF report.

The audit firm applies ISQC 1 Quality Control for Firms that Perform Audits
and Reviews of Financial Statements, and other Assurance and Related Ser-
vices Engagements and accordingly maintains a comprehensive system of
quality control, including documented policies and procedures regarding
compliance with professional ethical requirements, professional standards
andlegal and regulatory requirements.

The examination involves obtaining evidence, through various procedures,
thatthe ESEF report has been preparedin a format that enables uniform elec-
tronic reporting of the annual and consolidated accounts. The procedures
selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatementin the report, whether due to fraud orerror. In
carrying out this risk assessment, and in order to design audit procedures that
are appropriate in the circumstances, the auditor considers those elements of
internal control that are relevant to the preparation of the ESEF report by the
Board of Directors and the Managing Director, but not for the purpose of
expressing an opinion on the effectiveness of those internal controls. The
examination alsoincludes an evaluation of the appropriateness and reason-
ableness of assumptions made by the Board of Directors and the Managing
Director.

The procedures mainly include a technical validation of the ESEF report, i.e.
if the file containing the ESEF report meets the technical specification set outin
the Commission’s Delegated Regulation (EU) 2019/815 and a reconciliation of
the ESEF report with the audited annual accounts and consolidated accounts.

Furthermore, the procedures alsoinclude an assessment of whether the
ESEF report has been marked with iXBRL which enables a fairand complete
machine-readable version of the consolidated statement of financial perfor-
mance, financial position, changesin equity and cash flow.

The auditor’s examination of the corporate governance statement

The Board of Directorsis responsible for that the corporate governance state-
menton pages 54-63 has been prepared in accordance with the Annual
Accounts Act.

Atlas Copco 2021 126

Our examination of the corporate governance statementis conductedin
accordance with FAR's auditing standard RevU 16 The auditor s examination
of the corporate governance statement. This means that our examination of
the corporate governance statementis different and substantially less in scope
thananaudit conducted in accordance with International Standards on Audit-
ing and generally accepted auditing standards in Sweden. We believe that the
examination has provided us with sufficient basis for our opinions.

A corporate governance statement has been prepared. Disclosuresin accor-
dance with chapter 6 section 6 the second paragraph points 2—-6 of the Annual
Accounts Actand chapter 7 section 31 the second paragraph the same law are
consistent with the other parts of the annual accounts and consolidated
accountsand are in accordance with the Annual Accounts Act.

Ernst & Young AB with Erik Sandstrom as auditorin charge, Box 7850,

103 99 Stockholm, was appointed auditor of Atlas Copco AB by the general
meeting of the shareholders on April 27,2021 and has been the company'’s
auditorsince April 23,2020.

Stockholm, March 18,2022
Ernst & Young AB

Erik Sandstrom

Authorized Public Accountant
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OTHER INFORMATION
Signatures of the Board of Directors
Audit Report

¢ Financial definitions
Sustainability notes

Three years in summary

Contacts

FINANCIAL DEFINITIONS

Financial definitions*

Reference is made in the Annual Report to a number of financial performance measures which are not defined according to IFRS. These performance
measures provide complementary information and are used to help investors as well as Group Management analyze the company’s operations

and facilitate an evaluation of the performance. Since not all companies calculate financial performance measures in the same manner, these are

not always comparable with measures used by other companies. These financial performance measures should therefore not be regarded as a
replacement for measures as defined according to IFRS.

Adjusted operating profit
Operating profit (earnings before interest and tax),
excluding items affecting comparability.

Adjusted operating profit margin
Operating profit margin excl. items affecting
comparability.

Average number of shares outstanding

The weighted average number of shares outstanding
before or after dilution. Shares held by Atlas Copco are
notincludedinthe number of shares outstanding. The
dilutive effects arise from the stock options thatare
settledin shares orthat at the employees’ choice can be
settledin shares or cashinthe share based incentive
programs. The stock options have a dilutive effect when
the average share price during the period exceeds the
exercise price of the options.

Capital employed

Average total assets less non-interest-bearing liabilities/
provisions. Capital employed for the business areas
excludes cash, tax liabilities and tax receivables.

Capital employed turnover ratio
Revenues divided by average capital employed.

Capital turnover ratio
Revenues divided by average total assets.

Debt/equity ratio
Netindebtednessin relation to equity, including
non-controlling interests.

Dividend yield
Dividend divided by the average share price quoted
of the A-share.

Earnings pershare
Profit for the period attributable to owners of the parent
divided by the average number of shares outstanding.

EBITA-Earnings before Interest, Taxes, and
Amortization

Operating profit plusamortization and impairment of
intangibles related to acquisitions.

EBITA margin
EBITA as a percentage of revenues.

EBITDA-Earnings Before Interest, Taxes,
Depreciation and Amortization

Operating profit plus depreciation, amortization and
impairment.

EBITDA margin
EBITDA as a percentage of revenues.

Equity/assets ratio
Equityincluding non-controlling interests, as a
percentage of total assets.

Equity pershare
Equity including non-controlling interests divided by
the average number of shares outstanding.

Items affecting comparability

Restructuring costs, capital gains/losses, impairments,
changes in provision for share-related long-termincen-
tive program and other items with the character of
affecting comparability.

Net cash flow
Changein cash and cash equivalents excluding currency
exchange rate effects.

Net debt/EBITDA ratio
Netindebtednessinrelation to EBITDA.

Netindebtedness/net cash position

Borrowings plus post-employment benefits minus cash
and cash equivalents and other current financial assets,
adjusted for the fair value of interest rate swaps.

Netinterestexpense
Interest expense lessinterestincome.

Operating cash flow

Cash flow from operations and cash flow from invest-
ments, excluding company acquisitions/divestments
and currency hedges of loans.

Operating cash surplus

Operating profitadding back depreciation,
amortization and impairments as well as capital gains/
losses and other non-cash items.

Operating profit
Revenues less all costs related to operations, but
excluding net financial items and income tax expense.

Operating profit margin
Operating profit as a percentage of revenues.

Organic growth

Sales growth that excludes translation effects
from exchange rate differences, and acquisitions/
divestments.

Profitmargin
Profit before tax as a percentage of revenues.

* Atlas Copco has chosento present the company’s alternative performance measures in accordance with the guidance by the European Securities and Markets Authority (ESMA) in a separate appendix.
The appendixis published on www.atlascopcogroup.com/en/investor-relations/key-figures/financial-definitions

Return on capital employed (ROCE)

Profit before tax plusinterest paid and foreign exchange
differences (for business areas: operating profit) asa
percentage of capital employed.

Return on equity

Profit for the period, attributable to owners of the
parentasa percentage of average equity, excluding
non-controllinginterests.

Total return to shareholders
Share price performance including reinvested
dividends and share redemptions.

Weighted average cost of capital (WACC)

interest-bearing liabilities x i
+market capitalization xr
interest-bearing liabilities

+market capitalization

i: Anestimated average risk-free interest rate
of 4% plus a premium of 0.5%.
An estimated standard tax rate has been applied.
r: An estimated average risk-free interest rate of
4% plus an equity risk premium of 5%.
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SUSTAINABILITY NOTES

Sustainability notes

Atlas Copco’s mission is to achieve sustainable, profitable growth. The sustainability report is an integrated part of the Group’s annual report. The sustainability notes
on the following pages include complementary information about the materiality analysis, stakeholder dialogue, governance, results and reporting principles.

Stakeholder engagement

Atlas Copco's sustainability report aims to provide stakeholders with relevantinformation
about the Group's economic, environmental and social impact. In defining the report
content, Atlas Copco applies Global Reporting Initiative’s (GRI) reporting principles on
stakeholderinclusiveness, sustainability context, materiality and completeness.

Atlas Copco’s Business Code of Practice defines the Group's five key stakeholders —those
who can be significantly affected by Atlas Copco’s operations and who similarly affect Atlas
Copco. Internal stakeholdersinclude functions such as research and development, logis-
tics, human resources and purchasing. For external stakeholders’ input, Atlas Copco
directlyand indirectly engages with international NGOs, unions, key investors, civil society
and business advocacy groups, customers and business partners. This stakeholder-driven
approach takes inspiration from GRI's guidance for materiality.

Materiality analysis

Amateriality analysisis conducted regularly, involving internal and external stakeholders
through surveys andinterviews. A survey asking stakeholders to prioritize a set of pre-
definedissuesis posted ontheintranet and spread externally in order to capture a broad
array of stakeholder views. In-depth interviews with stakeholder groups such as custom-
ers, employees, investors, NGOs, peers and board members complement the survey. The
resultis discussed in internal workshops with employees representing functions such as
marketing, purchasing, engineering, HR and logistics and the specialist safety, health,
environmentand quality function and is reviewed by Group Management.

Atlas Copco uses the stakeholderinput together with UN Global Compact's ten princi-
ples, mapping of the business’ impact on the UN Sustainable Development Goals, and risk
and opportunity assessments to define the Group's significant environmental, economic
andsocialimpact. The analysis is used in the review of the Group's focus areas for sustain-
ability. Italso serves asinput to the formulation of the sustainability KPIs and targets, as
presented on page 6, that measure Atlas Copco’s progress.

Materiality analysis 2021

In 2021, Atlas Copco conducted a renewed materiality analysis with the objective to gain
the perspectives of external and internal stakeholders and to identify risks and opportuni-
ties relating to sustainability.

Among the conclusions from the analysis, compared to the one in 2018, are that stake-
holders placeincreased focus onissues such as diversity and inclusion, and talent develop-
mentand retention. Gender balance in leadership positions within the Group also gained
attention. Issuesrelating to climate change, such as circular business models, life-cycle
approachto product development, and carbon impact, were also prioritized higher by
stakeholders compared with the previous years’ analyses. Among the topics identified as
less material were water use, community engagement and tax policy.

The findings are presented in the materiality matrix to the right and has formed the
basis for defining the Group's focus areas for sustainability as well as the corresponding
updated KPIs and targets which apply from 2022 onwards. Read more on page 7.

Materiality analysis 2021

VERY
HIGH

Importance
to Atlas Copco’s
stakeholders

MEDIUM

Businessintegrity
Humanrights

Laborrights

Responsible value chain
Responsibletax policy
Diversity andinclusion
Occupational health, safety

NOoOuUuhA WN=

and well-being
Community engagement
9 Talentdevelopmentand
retention
10 Genderbalanceinleadership
positions

-

11 Genderpayequality

12 Dataprotectionand privacy

13 Multi-stakeholder collaboration

14 Productqualityandservice

15 Life-cycleapproachto product
development

16 Productcarbonimpact

17 Climateimpactalongthe
value chain

18 Wateruse

19 Circularbusiness models

20 Materialtraceabilityand
sourcing

MEDIUM  Atlas Copco’s economic, social and environmental impact

VERY
HIGH

21 Energyuseand efficiency

22 Naturalenvironmentsand
ecosystems

Value creators

These are topics thatare central to long-term
help position Atlas Copco as a leader within

through ourtargetsand KPls.

Topics

—Business ethics and integrity
—Occupational health, safety & well-being
—Product qualityand service

—Life-cycle approach to product
development

—Product carbonimpact

value creation and working with them should
sustainability. Ourambition level is expressed

Trustbuilders

Working with these topics help build trustin
Atlas Copco’s business. Our ambition is to
delivertransparency and to keep pace with
stakeholder expectations.

Topics

—Energy use and efficiency
—Humanrights

—Responsible value chain

—Data protection and privacy
—Climateimpactalong the value chain

Strategic enablers

These are topics that play a central role to
delivering on Atlas Copco's business strategy.
Working with them should build and ensure
business resilience.

Topics

—Diversity and inclusion
—Talentdevelopment and retention
—Genderbalance inleadership positions
—Circular business models
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 Sustainability notes

SUSTAINABILITY NOTES

Sustainability impact and risks in the value chain

Understanding our sustainability impactand risks throughout the value chain helps us choose the right actions to handle them.
The table below shows where ourimpact takes place, the corresponding risks and examples of how we work to minimize them.
Read more about our climate-related risks and how we handle them on page 133.

Business partners

IMPACT

Our own operations

Customers

Atlas Copco hasalarge supplier base and purchased compo-
nents account for about 75% of the product cost. The choice
of suppliersis therefore of greatimportance for the Group's
impactfrom asocial and environmental perspective. The col-
laboration with business partners and the supplier require-
ments aim to protect Atlas Copco fromrisks and promote
betterstandardsinsociety.

Atlas Copco's operationsis global with employees and manufac-
turingin alarge number of countries. Insome of these, thereisa
high risk of human rights violations, corruption, and non-compli-
ance with laws and Atlas Copco’s policies. The impact of our own
operations relates mainly to the manufacturing and transport

of products, and employees’ working conditions, including their
health and safety.

Atlas Copco’s customers demand innovative,
high-quality products thatare resource and
energy efficient, safe and ergonomic. The main
partofthe products’ climate impactoccurs
whenthey are being used.

RISKS

—Business partners who do notlive up to human rights
standards, such as decent working conditions and the
freedom of association

—Business partnerswho do notlive up to the principles
of ethical business, for example regarding corruption

—Purchased components thatare not producedina
sustainable way, e.g. the presence of conflict minerals, or
components with alarge carbon footprint

—Climate- or environmental-related events causing
disruptionsinthe supply or distribution chain

—Insufficient standards regarding safety and health
—Lack of access to skilled and competentemployees

—Violations of human rights, such as discrimination and
restrictions on freedom of association

—Unethical behavior or corruption
—Environmentalimpact from waste and emissions

—Manufacturing and transport of products lead to greenhouse
gasemissions

—Climate- orenvironmental-related events causing disruptions
in operations or manufacturing

—Customers’ impacton the environment, the
climate, human rights or othersocial aspects

—Risks of sanctions
—Risks of corruption

ACTIVITIES

—Risk-based assessment of business partners, including
quality and social/environmental responsibility aspects

—Requirement thatsignificant direct suppliers must have an
approved environmental management system

—Requirement thatsignificant business partners must
sign and follow the Business Code of Practice

—Action plans developed together with the supplier to deal
with any shortcomings and deviations

—Employee training in the Business Code of Practice,and a
system for reporting violations

—Safety, health and environmental training for business
partners

—Global network of sub-suppliers reducing the dependence
onindividual suppliers

—Promoting international standards, such as UN Global
Compact

—Technology developmentin collaboration with business
partners

—Adopting Science-Based Targets for the reduction of
greenhouse-gas emissions (scope 3), including plans by
each business area for how to contribute to the targets.

—Regularassessment of sustainability risks, including climate-
related risks

—Targeted recruiting and competence development

- Certification of major operating units according to ISO 9001,
1SO 14001 and ISO 45001

—Training for allemployees in the Business Code of Practice,
and a system for reporting violations

—Follow-up and control throughinternal audits
—Safety and health training

—Increased use of renewal energy and efforts to decrease
energy consumption

—Efforts to decrease waste volumes and to increase the share
of reused and recycled waste

—Efforts to reduce water consumption

—Reduced use of air freight in favor of more environmentally
friendly transport

—-Applying international standards and guidelines, such as
the UN Global Compact

—Adopting Science-Based Targets for the reduction of green-

house-gas emissions (scope 1 and 2), including plans by each
business area forhow to contribute to the targets.

—Continuous development of products with
improved ergonomics, safety, energy effi-
ciency and reduced emissions

—Employee training in the Business Code of
Practice, and a system for reporting violations

—Evaluation of customers’ sustainability work
and dialogue with customersin complex
markets

—Collaborations with customers to develop
efficient, safe and environmentally friendly
solutions

—Adopting Science-Based Targets for the
reduction of greenhouse-gas emissions
(scope 3), including plans by each business
area forhow to contribute to the targets.
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 Sustainability notes

Stakeholders and their key topics and concerns

Asaglobal Group, itis vital for Atlas Copco to ensure accountability forits

actual and potentialimpact on stakeholders.
Toreceive input from external stakeholders, Atlas Copco engages with

international NGOs, unions, key investors, civil society, customers and business

partnersinanumber of ways, both directly and indirectly.

Stakeholder
group

Key topics and concerns

Dialogue form

Customers ¢ Productsafety e Customer visits
¢ Productinnovation e Surveysand interviews
¢ Productcarbonimpact e Customer events
¢ Productresource-efficiency ¢ Website
and circularity
Investors, * Growth and profitability e Investorinteraction
analysts, ¢ Risk management e Capital market days
shareholders Climateandenvironmental ¢ Annual general meeting
impact * Website
* Business ethics * Financial reports and
* Genderbalance presentations
Employees  Health andsafety e Yearly appraisal
* Diversityandinclusion e Employee surveys
e Working conditions ¢ Work councils
e Competence development ¢ Employee representatives
« Compensationand benefits ~ ontheBoard
Society e Climateandenvironmental ¢ Membershipsin
impact international
¢ Socialand environmental collaborationsand
compliance industry initiatives
 Humanrights ¢ Localengagement
« Labor marketissues * Website
e Surveysand interviews
Business ¢ Occupational health and ¢ Collaborations with
partners safety suppliers

e Labor conditions
e Humanrights
e Business ethics

¢ Climate and environmental
impact

¢ On-site evaluationand
audits

¢ Surveysand interviews

SUSTAINABILITY NOTES

Material topics and boundaries

Based on the materiality analysesin 2015 and 2018, Atlas Copco has identified
material topics according to the GRI Standards framework. Atlas Copco’s work
impacts the different parts of the value chain as described in the table below.
Thefindings in the materiality analysisin 2021 define the Group's focus areas
and targets which apply from 2022 onwards, see page 7.

Impacton Impacton Impacton
suppliers Atlas Copco customers
ECONOMICIMPACT
Economic performance ®
Anti-corruption [} [ [
ENVIRONMENTAL IMPACT
Energy and emissions [ ] ® ®
Environmental compliance °
Supplier assessment [ ] [
SOCIAL IMPACT
Employment )
Occupational health and safety [ ° [
Training and education )
Diversity andinclusion [}
Non-discrimination [}
Human rights assessment [ ] ® ®
Supplier assessment [ ) [
Product responsibility ° ° °
Socioeconomic compliance ° [

Sustainability governance

The Board of Atlas Copco has the overarching responsibility for the governance
of the company, including financial and non-financial strategies and targets.
The Board s also the owner of Atlas Copco’s Business Code of Practice which
regulates how employees act towards each otherandin their relations to
stakeholders. The Board of Directors approves the focus areas for sustainabil-
ity, aswell asthe related key performance indicators (KPIs), and targets.
Progressin relation to the KPIs is monitored quarterly by Group Management
and by the Board of Directors. In 2021, The Board of Directors approved the
science-based targets that has been adopted by Atlas Copco and that will
measure the Group's climate-related work from 2022 onwards.

Allmembers of Group Management are responsible for the implementa-
tion of targets and strategies although the CEO has the ultimate responsibility.
Progressin relation to these targets is part of the variable compensation for
members of Group Management as well as for other employees. The Vice Pres-
ident Sustainability is responsible for coordinating the sustainability work and
reportstothe SVP Chief Communications Officer, who isa member of Group
Management.

Implementationis mainly handled by the divisions, which are separate
operational units, responsible for delivering resultsin line with the strategies
and targets set by the business area. The business areas and divisions set quan-
tified targets for delivering on the Group targets. The divisional presidentsand
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general managers are responsible for ensuring that targets are set as a part of
thethree-yearplan, and that they are followed-up and reported to the Group.

Safety, Health, Environment and Quality (SHEQ) managersin the opera-
tional entities, divisions and business areas, play animportant role in support-
ing the Group's sustainability work. At corporate level, a sustainability team
and controller provide coordination and support to the entire organization,
working closely with a SHEQ representative from each business area. The
Group SHEQ councilis chaired by a division president and consists of the SHEQ
managers for each business area, the Vice President Sustainability for the
Group, and representatives for HR, Holding and controlling. The SHEQ council
comestogether quarterly to discuss actions, policies and guidelines to support
the organization to reach setambitions.

Policies and guidelines

Atlas Copco's Business Code of Practice is the Group's central guiding policy to
doing business ethically and optimizing the social and environmental impact
of our operations. Itis owned by Atlas Copco’s board of directors and designed
to make sure that we always act with the highest ethical standards and integ-
rity. Allemployees and managers in Group companies, as well as business part-
ners, are expected to adhere to the Business Code of Practice. In cases where
the Business Code s stronger than local laws and regulations, we insist on fol-
lowing the Code.

The Business Code has been translatedinto 33 languages and itis based on the
following international standards and guidelines:

¢ United Nations International Bill of Human Rights

¢ TheILO Declaration on Fundamental Principles and Rights at Work
¢ The United Nations Global Compact

¢ The OECD Guidelines for Multinational Enterprises

Atlas Copco's Business Code of Practice is supported and complemented by
other Group policies and guidelines, such as:

SHEQ policy: global Safety, Health, Environment and Quality policy that
ensures robust standards for safety and well-being, as well as an environ-
mental and quality perspective on technologies, products and services to
make sure these contribute to a sustainable productivity for customers.
Human Rights Statement: expands on the Group’s commitment to respect
and supporthuman rights and defines procedures that ensure respect for
human rights throughout Atlas Copco’s operations.

Business partner criteria: significant business partners must commit to
following Atlas Copco's Business Code of Practice by signing the Business
partner criteria which states the Group's expectations regarding business
ethics, social, safety, health and environmental performance.

The Enterprise Risk Management process, which is conducted annually on
divisional level, and includes sustainability-related risks. The results are
aggregated on business area and Group level.

The Business Code of Practice, along with other principles and guidelines are
gatheredintheinternal database The Way We Do Things, accessible to all
employees. Training is provided through the Group’s Circles program.

Managementsystem standards
Atlas Copco strives for all major operating units to be triple-certified according
to the standards SO 9001 (quality management), ISO 14001 (environmental
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management) and ISO 45001 (occupational health and safety). All production
units with more than ten employees and all customer companies and rental
companies with more than 70 employees are to be triple-certified. By the end
of 2021 the share of required units that were not triple-certified was 10% of
the total number of operational units. The same measure for each individual
certification was 6% for1SO 9001, 9% for ISO 14001 and 9% for 1SO 45001.
These units are mainly acquisitions which still within the two-year timeframe
to comply, or newly restructured units. Some units which are notyet triple-
certified arein the process of becoming so, and a smaller portion has lacked
the resources so farto commit to a triple certification.

Grievance mechanism

The Group promotes a culture of integrity through mutual respect, trustin
each other,and high standards of ethicsin all business interactions. Since 2020,
Atlas Copco uses a misconduct reporting system called “SpeakUp”. The system
isaccessible 24 hours per day/7 days a week, and offers anonymous reporting
inmore than 70 languages via a message function orlocal phone number. It
can be used by employees or external stakeholders to report behavior or
actionsthatare, or may be perceived as, violations of laws or of the Business
Code of Practice. The Group's legal department handles cases and initiates
investigations. The Group is positive to receiving reports through the system
and promotes it actively, both internally and externally.

External initiatives and membership of associations

Atlas Copcoisasignatory to the UN Global Compact, a strategic policy initia-
tive for businesses that are committed to aligning their operations and strate-
gies with ten universally accepted principlesin the areas of human rights,
labor, environment and anti-corruption.

Atlas Copcoisamember of the Swedish Leadership for Sustainable Devel-
opment, abusiness network for accelerating the implementation of the
Sustainable Development Goals, coordinated by the Swedish International
Development Cooperation Agency.

Atlas Copcoisalso activein anumber of international organizations and
industry collaborations and initiatives, such as:

The Stockholm Chamber of Commerce

The International Council of Swedish Industry

The Association of Swedish Engineering Industries

Transparency International Sweden Chapter

Pneurop —European Association of Manufacturers of Compressors, Vacuum
Pumps, Pneumatic Tools and Air & Condensate Treatment Equipment

The Responsible Minerals Initiative

While the general objectives of these organizations are in line with Atlas
Copco'sinterests, there may be differences of opinion regarding specific
issues. The memberships do notindicate that Atlas Copco endorses all actions
or policy statements made by the respective organization.

ECONOMIC IMPACT

Economic performance

Direct economic value generated and distributed

Atlas Copco creates employment and financial stability through subcontract-
ing manufacturing and other activities. The Group's shareholders and credi-
tors provide funds to finance the asset base thatis used to create economic
value. Inreturn, these stakeholders receive dividend and interest.

SUSTAINABILITY NOTES

Atlas Copco contributes to economic development within the regions where
we operate, through payments to pension funds and social security, and pay-
ment of taxes, social costs and other duties. Community investments
amountedto MSEK 31 (19).

Local purchasing (non-core) is encouraged in order to generate societal
value in the communities where Atlas Copco operates, by creating job oppor-
tunities as well as generating directand indirectincome. This is mostly carried
out by individual companies, which also decreases the environmental impact
fromtransport.

Economicvalue 2021 2020
Directeconomicvalue 111972 100251
Revenues 110912 99787
Economicvalue distributed
Operating costs 61019 55362
Employee wages and benefits, including other
social costs 27151 25582
Costs for providers of capital 9281 8988
Costs for direct taxes to governments 5372 4801
Economicvalueretained 9149 5518

—Redemption of shares . _

Anti-corruption

Atlas Copco has zero tolerance against corruption. The Business Code of Practice
isthe Group's central policy document, accessible to allemployees in the inter-
nal database. Allemployees are required to sign the compliance statement for
adherence to the Business Code of Practice, and take online trainings annually.
Division presidents have the ultimate responsibility for the adherence to the
Group'svalues and policies. Internal control is exercised through distribution
of responsibility and internal audits. The Compliance Board oversees compli-
ance with the Business Code of Practice.

Reported potential violations, number 2021
Fraud 18
Labor relations, including discrimination and harassment 186
Corruption & regulatory breach "
Conflict of interest 8
Other 21
Total 244

During the year, there were a total of 244 reported potential violations
through Atlas Copco’s grievance mechanism. In 35 cases no evidence of
wrongdoing was found, in 33 cases evidence could confirm that no wrong-
doing had occurred, in 8 cases disciplinary action, such as a written warning,
were taken against one or several employees as a result of an investigation.
In 31 cases weaknesses were found in internal processes which were improved
asaresult. Two cases was settled in court. The reminder of cases are under
active investigations.

There were no significant fines or non-monetary sanctions for non-
competitive behavior or for non-compliance with laws and/or regulationsin
the socialand economicarea during the year.
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ENVIRONMENTAL IMPACT

Atlas Copco has integrated the most material environmental KPIs into its
strategic work. This drivesimprovement and efficiency, while reducing our
impacton the environment.

Environmental performance is monitored and reported at unitlevel and
aggregated to Group level. General managers are responsible for overseeing
theimplementation of divisional strategies and targets, including undertaking
initiatives to reduce waste generation and increase the proportion of reused,
recycled or recovered waste, reduce water consumption, to curb energy use
and emissions as well asincrease the proportion of renewable energy used.

Environmental management systems

To minimize the environmentalimpact and to secure that the precautionary
approachis applied, Atlas Copco has the ambition to implement environmen-
tal management systems (EMS) in all operations. All product companies
should be certified according to ISO 14001. Acquired product companies are
normally certified within a two-year period.

The Group also measures the share of significant suppliers with an approved
EMS and the target is that this share should increase continuously. An
approved EMS isdefined asISO14001, or that EMAS (EU Eco-Managementand
Audit Scheme) requirements are fulfilled. The direct significant supplier needs
to be third party certified for 1SO 14001 or registered EMAS and hold a valid
certificate orregistration.In 2021, 31% of significant direct suppliers had an
approved environmental management system according to this definition.

Energy consumption within the organization

Energy consumption*, MWh 2021
Directenergy, renewable 5747
Direct energy, non-renewable 109465
Indirect energy, renewable (incl. renewable of mix) 216365
Indirect energy, non-renewable 53125

* The calculation of indirect energy, i.e. energy purchased externally by the company,
includes electricity (98%) and district heating (2%) used at the sites. Atlas Copco does not
report cooling or steam separately. The calculation of direct energy, i.e. energy generat-
ed by the company for its own production or operation, comprises all fuels used on the
sites, including diesel, oil, bio-fuel, gasoline, solar, geothermal, propane and natural gas.

Environmental compliance

Atlas Copco follows applicable environmental laws in all countries where the
Group operates. Incidents or fines are reported for non-compliance with envi-
ronmental legislation, as well asincidents involving chemical, oil or fuel spill-
ages.In 2021, there was 0 (1) accident resulting in adverse environmental
effects,and monetary sanctions for non-compliance amounted to KSEK 0 (43)
and clean-up costs relating to adverse environmental effects amounted to
KSEK O (44).

Two Swedish companies require permits based on Swedish environmental
regulations. These operations mainly involve machining and assembly of com-
ponents. The permits relate to areas such as emissions to water and air, and
noise pollution. The Group has been granted two permits needed to conduct
its business and none of them was under revision in 2021.
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EU TAXONOMY
- classification of sustainable activities

Taxonomy Taxonomy

Total (MSEK) eligible (%) non-eligible (%)

Revenues 110912 22 78
Capital expenditures 6486 6 94
Operating expenses 4135 19 81

Background

Based on the now available EU taxonomy delegated act for climate change
mitigation and climate change adaptation, the Atlas Copcois eligible for
climate change mitigation under the ‘3.6 Manufacture of other low-car-
bontechnologies’ section. Atlas Copcoisan enablerand also considers
salestothe following customer segments as eligible: ‘3.1 Manufacture of
renewable energies’, '3.2 Manufacture of equipment for production and
use of hydrogen’, ‘3.3 Manufacture of low carbon technologies for trans-
port’,and ‘3.4 Manufacture of batteries’. In total, 22% of Atlas Copco’s reve-
nuesare eligible (17% from product segments and 5% from customer seg-
ments). At this stage, Atlas Copco has notidentified any activities relevant for
climate change adaptation.

3.6 Manufacture of other low-carbon technologies
“Manufacture of technologies aimed at substantial greenhouse gas
emission reductionsin other sectors of the economy.”

Product segment revenues

Atlas Copco uses the following definition foridentification of 3.6 taxonomy
eligible technologies for climate change mitigation: “Technologies which
enable substantial energy savings and/or other means to avoid, reduce,
remove, or store greenhouse-gas emissions compared to alternative tech-
nologies commonly used on the market.”

Theterm “substantial” lacks a measurable and quantifiable definition
inthe taxonomy. Atlas Copco has therefore evaluated a technology’s capa-
bilities in relation to its market context. This means that the quantified
threshold for “substantial emissions reductions” varies between different
product portfolios and/or different parts of the organization.

Atlas Copco considers technologies taxonomy eligible for climate
change mitigationifthey:
¢ Preventtheventing of environmentally hazardous gases directly into

the atmosphere, (avoid principle), or
e Enablesubstantial energy savings compared to available technologies

commonly used on the market by either (reduce principle):

— Use optimization

— The nature of the product / In and of itself (e.g. variable instead of

fixed speed)

— Introduce completely new solutions on the market

— Enable the shift to electric/battery power

The taxonomy eligible revenuesinclude both product and service reve-
nues. Itexcludes salesto oil and gas extraction industries. Sales relevant for
both product and customer segment revenues have only beenincluded
underthe formerto avoid double reporting.

SUSTAINABILITY NOTES

Eligible technologies

From the Compressor Technique business area, all variable speed drive
(VSD) compressors are included as taxonomy eligible for climate change
mitigation due to their significant energy saving capabilities compared to
fixed speed compressors. Additional technologiesincluded are the latest
gas generation technology which enables on-site nitrogen and oxygen
generation (normally delivered by truck in liquid form), as well as the latest
ranges of blowers, boosters, and rotary drum dryers all of which offer sig-
nificantenergy savings compared to market standards.

From the Vacuum Technique business area, two main product groups
areincluded as taxonomy eligible for climate change mitigation: abate-
mentsystems and the latest generation of dry pumps. The latest genera-
tion of dry pumps offers significant energy savings compared to previous
designs and abatement systems are an exhaust managementsolution
that destroys toxicand global warming gases which negatively impact the
environment.

From the Industrial Technique business area the following products are
included as taxonomy eligible for climate change mitigation: the latest
range of electric power tools, which aid the shift from air to electric power
while offering significant energy savings. Also included are technologies
which through node optimization reduce the number of controller units
needed in aproduction line, thereby reducing the energy consumed.
Lastly, the latest versions of the Industrial Technique business area’s bat-
tery driven products areincluded, as they offer significant energy savings.

From the Power Technique business area, three main product groups
areincluded as taxonomy eligible for climate change mitigation: all elec-
tric portable compressors, the business area’s battery solution products,
andthe Stage Vrange of portable compressors (Stage T4F inthe U.S.A.).
Thelatterisadiesel-driven portable compressor range meeting the latest
EU market standard while offering additional energy savings compared to
the standard’s requirements. Stage V portable compressors are often
used at construction sites where itis not possible to rely on electric
machinery until the necessary infrastructureisin place. On such occa-
sions, the Stage V rangeis a very good option from an energy consump-
tion perspective, making it relevant for taxonomy eligibility as a transi-
tional economic activity.

Customer segment revenues

Atlas Copco considers customer segment revenues taxonomy eligible for
climate change mitigation if the products and solutions aid manufacturing
processes of taxonomy eligible customers’ end-product. Atlas Copcois an
enabler of manufacturing processes rather than a supplier of components.
As such, our products and services enable others to make substantial con-
tributions to the climate change mitigation objective. The relevant taxon-
omy sections for the customersegmentreportingare 3.1,3.2,3.3and 3.4.
The taxonomy eligible revenuesinclude both product and service reve-
nues.

Atlas Copco basesitsreporting on the North American code standard
NAICS which means that Atlas Copco have translated the taxonomy men-
tioned NACE codes into their closest NAICS equivalent.

Allexternal revenues to eligible customer segmentsin scope have been
included. Thisincludes customers within renewable energy technologies
(e.g.solar energy, hydropower, or wind and tide energy), production of
electrical cars, battery manufacturing, and lastly, hydrogen manufacturing
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equipment. Sales to distributors orto companies that rent out equipment
hasbeenexcluded.

Capital expenditure and operating expenditure

The taxonomy eligible capital expenditure (CapEx) and operating expen-
diture (OpEx) that have been identified include capitalized expenditures
for; relevant R&D projects of eligible technologies, solar panels and other
energy-efficiency measuresin buildings, vehicle fleet electrificationand
energy efficient hire fleet technologies.

The CapEx denominator used for the taxonomy KPI calculation consists
of additions to tangible and intangible assets (including right of use assets)
during the financial year, considered before depreciation, amortization,
and any re-measurements, including those resulting from revaluations
and impairments, and excluding fair value changes. The denominator also
includes additionsto tangible and intangible assets resulting from busi-
ness combinations.

The OpEx denominator used for the taxonomy KPI calculation consists
only of taxonomy related OpEx defined as; non-capitalized costs that
relate to research and development, building renovation measures, main-
tenance and repair, and any other direct expenditures relating to the day-
to-day servicing of assets of property, plant, and equipment by the under-
taking or third party to whom activities are outsourced that are necessary
to ensure the continued and effective functioning of such assets.

Concluding comment

Atlas Copco has chosen a conservative approach as to which productsand
technologiestoinclude as eligible under taxonomy section 3.6. Atlas
Copco considers revenues that originate from enabling key manufacturing
processes of customersin sections 3.1,3.2,3.3,and 3.4 as eligible. As
reporting practice and guidelines develop, and as the taxonomy scope
evolves, Atlas Copco may reevaluate the currentapproach.
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CLIMATE-RELATED INFORMATION

There are agrowing number of voluntary reporting standards,
initiatives and regulations concerning climate, such as the
Taskforce for Climate-related Financial Disclosures (TCFD).
Atlas Copco follows the development closely, takes inspiration
from the guidelines and seeks to address major areas of infor-
mation sought.

Ourreporting on climate-related risks and opportunitiesis a
continuousimprovement project and the efforts to under-
stand, reportand act upon climate topicsis developing ata
good pace.

Governance

The Board of Directorsis responsible for Atlas Copco’s overall
strategy, organization, administration and management. This
includes climate-related risks and opportunities. The Board of
Directors have approved the science-based targets that were
adopted by Atlas Copcoin 2021 and that will measure the
Group's climate-related work from 2022 onwards. Climate-
related issues concern several functions and areas of expertise
inthe organization. Atan operational level, risks and opportu-
nities are governed by Group Management and the divisional
presidents. Read more about corporate governance on pages
54-57.

Strategy

Atlas Copco assesses climate-related risks and opportunities
that have an actual and potential impact on our business and
strategy. The process foridentification of risks and opportuni-
tiesis centered at the divisions. The Group has identified and
assessed the following market, regulatory and physical risks
related to climate change:

e Market risks: Market shifts toward a low-carbon economy
may impact the viability of certain sectors and products.
Atlas Copco’s continuous work to increase the energy effi-
ciency of our products helps mitigate these risks. This shift
also represents an opportunity to continue developing
highly energy-efficient products and may give rise to new
businesses and business models. Forinstance, increased
generation of renewable energy, such as solar panelsand
wind mills, and the surge in production of electrical vehicles,
presentboth existing and future opportunities to provide
products and servicesto these industries.

SUSTAINABILITY NOTES

e Regulatoryrisks: Climate and energy policy will gradually
be sharpened and favor companies that deliver energy-
efficient products and comply with sustainable practices.
Among therisks are increased energy prices and taxes, and
regulations related to CO, or other greenhouse-gas emis-
sions. As the Group invests in innovative products via
research and development, more strict regulations will
likely offer opportunities for Atlas Copco.

Physical risks: Changing weather patterns may pose a
physicalrisk to operational units or suppliersin areasin risk
of rising sea levels, water scarcity or violent storms that
could resultin disruptionsin the production orlogistics
chain. The physical risk is assessed at site level and safety
measures are taken if needed, as part of the loss prevention
program. Atlas Copco has a global network of suppliers,
which providesresilience tolocal or regional disruptions.

Risk management

Climate-related risks, such as physical risks for operational
entities or market risks connected to products, are assessed at
thedivisional leveland are, if deemed relevant, included in the
annual Enterprise Risk Management process. An aggregated
analysis of the identified risks is presented annually to Group
Management. Read more about the risk management process
onpage47.

Metrics and targets

Forthe period 2019-2021, Atlas Copco set targets for reduc-
ing the carbon emissions from our new and re-designed prod-
ucts, own operations, as well as from inbound and outbound
transport of goods. From 2022, Atlas Copco willimplement
science-based targets covering the entire value-chain. Atlas
Copco’s greenhouse gas emission reduction targets are
approved by the Science-based Target initiative as being
aligned with the Paris Agreement.

Read more about the targets and the progress made on pages
35-36,44,131and 141.
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SOCIALIMPACT

Employment

Information on employees and other workers

Atlas Copcoisasignificantemployer on the global market. The Group reports
the number of employees as full time equivalents (FTE) per geographical
spread and per professional category, as well as divided between white-collar
and blue-collaremployees.

New employee hires and employee turnover

The total number and rate of external new employee hiresin 2021 was 6 524
(3352) which constitutes 15.8% (8.5) of the total average number of employ-
eesduring theyear. The percentage of externally recruited females was 27%
(26). The total number of resignations was 2 833 (1 727), which constitutes
6.9% (4.4) of the total average number of employees during the year. The
mobility in 2021 was largely inline with the level during 2019, before the pan-
demic.

The Group’s KPIs for employee satisfaction and engagement measure how
employees perceive the opportunities to grow in the company and how they
perceive the company culture. The targets for both KPIs are to be above the
employee engagementsurvey provider’s proprietary benchmark for global
companies. The benchmarkis based on anonymized data from the survey
provider’s customer base with tens of millions of respondentsin more than
150 countries, as well asinput from industry panel studies to produce robust
and unbiased normative data.

Freedom of association and collective bargaining
Atlas Copco views trade unions and employee representatives as a valuable
support foritsemployees, and fosters relationships based on mutual respect
and constructive dialogue. Labor practices and employee rights, such as col-
lective bargaining, are included in the Business Code of Practice. In 2021, 32%
(32) of allemployees were covered by collective bargaining agreements.
Asadecentralized organization, the engagement and dialogue with labor
unions takes place atalocallevel. In countries where no independent labor
unions exist, Atlas Copco has taken measures to establish forums for
employer/employee relations, through environment and safety committees.
Laborrelations are followed-up regularly on the operational level and
reviewed by internal audit. The compliance of significant suppliers to Atlas
Copco's Business Code of Practice, which is based on international guidelines
and frameworks such as the UN Global Compact and the International Labour
Organization Declaration on Fundamental Principles and Rights at Work, is
audited regularly.

Occupational health and safety

Safety and well-being are key priorities for Atlas Copco due to theimportance
of asound working environment to employees’ health and motivation, as well
astothe Group's productivity and competitiveness. The global Safety, Health
and Environmental policy ensures that there are robust standards for safety
and well-beingin the workplace.

Alldivisions set targets and make action plans to enhance awareness and
improve behavior, policies and processes with the purpose of offering a safe
and healthy work environment and to identify and address risks. Group com-
panies must have an Atlas Copco verified Safety Health Environmentand
Quality management system, which is documented, implemented and main-
tained onan ongoing basis. Customer companies and rental companies with
more than 70 employees and all product companies shall be certified accord-
ingto ISO 45001. This involves regular risk assessments and follow-up on con-
ditions and safety-related processes of both our own workplaces and those
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of contractors. Targets and KPIs on safety and well-being are monitored
continuously by local management and followed up regularly by Group Man-
agementtogether with other sustainability data in the quarterly reporting.

Per million
working
Total recordable injuries, 2021 hours Number
Recordable injuries total workforce 4.5 387
Recordableinjuries Atlas Copco employees 4.3 337
Recordable injuries additional workforce 7.4 50
Fatalities total workforce 0 0
Fatalities Atlas Copco employees 0 0
Fatalities additional workforce 0 0
High-consequence injuries total workforce 0.03 3
High-consequenceinjuries Atlas Copco
employees 0.04 3
High-consequenceinjuries additional
workforce 0 0

The safety pyramid

Since 2019, Atlas Copco uses a safety pyramid for reporting to encourage safe
behaviorin orderto decrease risks and preventinjuriesin the workforce. The
method supports transparent reporting, risk-averse behavior and behavior
change. The definitions of different severity of incidents and injuries are
aligned with international standards. Itis not possible to compare the number
andrate of incidents and injuries with the years before 2019, as this was the
firstyear this Group-wide reporting tool was used.

The Group's target for safety-related measures is to have a balanced safety
pyramid. This means that more risk observations than near misses, more near
misses than minor injuries, and more minor injuries than recordable injuries are
reported.

Theresults of the 2021 reporting in the safety pyramid model is described
inthe table andin theillustration above. Major hazards reported for high-
consequence injuries were slips and trips, lone working and manual handling.
Common injuries were forinstance cuts or otherinjuries from operating
machines. Actions undertaken to mitigate hazards are among others aware-
ness training and risk assessment of working environment, inspections,
mechanical handling aids, and ensuring safe access to equipment. There
were 0 (0) work-related fatalitiesin the Group in 2021.

Human rights assessment
Atlas Copco's central guiding policy is the Business Code of Practice. Atlas Copco
isasignatory of the UN Global Compactand is committed to working with the
tenuniversally accepted principles in the areas of human rights, labor, environ-
mentand anti-corruption. The Business Code of Practice also supports the
International Labour Organization Declaration on Fundamental Principles and
Rights at Work, as well as the OECD’s Guidelines for Multinational Enterprises.

The Group committed to the UN Guiding Principles for Business and Human
Rights whenitwaslaunchedin 2011 and works to develop the implementa-
tion of the principles. In accordance with the requirements, Atlas Copco has an
ongoing process to identify, prevent, mitigate and account for the human
rightsimpacts related to Atlas Copco’s business and business relations.

The Group strives to work according to the UN Guiding Principles across the
value chain, covering procurement, human resources, sales, marketing and

SUSTAINABILITY NOTES

Safety pyramid 2021 Fatality
Total workforce, V\;orki_related
number atality(0)
High-consequence Total recordable
injury injuries

Injury where recovery to
pre-injury fitness takes longer
than six months (3)

Other recordable injury

Injury resulting in absence from work, restricted
work, medical treatment, loss of consciousness
or significant injury diagnosed by a physician (384)

Minor injury
Minor injury requiring first aid treatment only (1 148)

Near miss
Event that did not result in an injury but had the potential to do so (5 758)

Risk observations
Observations of unsafe conditions that could cause harm/injury (105 069)

otherbusiness processes. The Group’s commitment covers allindividuals and
groups who may be impacted by our activities or business relationships.
Human rights are monitored by the Compliance Board, which has two mem-
bers of Group Management: the SVP Chief Legal Officer and the SVP Chief
Communications Officer. The Compliance Board addresses training needs,
impact assessmentand the action points related to theimplementation of the
UN Guiding Principles.

Human rights due diligence is carried out when deemed relevant for spe-
cificmarkets, forinstance when Atlas Copco enters a market thatis perceived
as presenting severe human rights risks. The Atlas Copco misconduct report-
ing system can be used to report perceived human rights violations anony-
mously. Atlas Copco’s human rights statement can be found at the Group's
website www.atlascopcogroup.com.

Training on human rights policies and procedures

Atlas Copco has developed human rights specific training in addition to train-
inginthe Business Code of Practice to increase employee awareness. The train-
ingisavailable to allemployees through the Group'sintranet.

Diversity and inclusion
Atlas Copco's Diversity and Inclusion guideline states that we strive for diver-
sityand inclusion in every aspect of our operations. Atlas Copco believesin
having aninclusive culture, which means that all of our employees are treated
fairly and with respect, are able to make a professional career, are seen and
heard, and have the opportunity to thrive and grow. We provide equal oppor-
tunity to allapplicants and employees and do not discriminate based on race,
religion, gender, age, nationality, disability, sexual orientation or political opin-
ion. The diversity and inclusion guideline covers all employees. Atlas Copco
companies establish local diversity policies and guidelines in alignment with
the Group policy, local laws and regulations, and local ambitions. Anti-harass-
mentand non-discrimination are addressed in the ethics training that all
employees arerequired to take yearly.

The Diversity and Inclusion Council is chaired by President and CEO Mats
Rahmstrom, and consists of representatives from all business areas, along with
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the corporate communications, human resources and accounting and con-
trolling functions. The council meets regularly to follow up on action plansand
resultsin the operations.

Atlas Copco strives to increase the share of womenin the organization, and
the targetisthat by 2030, there should be 30% women in the Group. In 2021,
the share of women in the workforce was 20.9% (20.0) at year end. The Board
of Directors (excluding worker representatives) constituted of 6 men and 2
women (25% women) and Group Management were 7 men and 2 women
(22% women).

Atlas Copco has managers on international assignments coming from 46
countriesand workingin 44.1n 2021, a total of 77% (73%) of all senior manag-
ers were locally employed. 42 (40) nationalities were represented among the
509 most senior managers worldwide.

Taxes

The Group recognizes the key role that tax plays in advancing economic devel-
opmentand considersitvital to combat corruption and support sound busi-
ness practicesin orderto create the mostvalue for society. Atlas Copco believes
ingood corporate practice in the area of tax management, balancing the inter-
ests of various stakeholders, including customers, investors as well as the gov-
ernments and communities in the countries in which the Group operates. Atlas
Copco doesnotengage in aggressive tax planning, butinstead takes care to
pay the correct taxesinits countries of operation. Atlas Copco’s tax policy can
be found at the Group's website www.atlascopcogroup.com. See note 9 of the
consolidated financial statements for the details of taxes paid, reported
according to the international financial reporting standards.

Disclosing tax by country

Atlas Copco has beenin dialogue with investors, NGOs and peers regarding
disclosure of tax paid per country. At present, there is no established interna-
tional standard for reporting taxes paid by country and the resulting datais
therefore not comparable between different companies. Atlas Copcois not
opposed to reporting tax paid by country if guidelines are broadened to apply
to all companiesinthe industry so that the data can be compared and ana-
lyzed fairly.

Responsibility throughout the value chain

Working with business partners who share Atlas Copco’s high standards
regarding quality, business ethics, the environment and resource efficiency is
necessary to effectively managerisks, and to enhance productivity in the value
chain. The ambition is to work with suppliers and distributors who share these
standards and who comply with the Business Code of Conduct.

Business Primary responsible for risk
partner Rolein the value chain managementand compliance

Suppliers, Provide key parts as well as

subcontractors  manufacturing services Purchasing councils

Partly owned companies
that provide complementary

Jointventures products and services Division presidents
Selland distribute

Agents, products to customerson

distributors the Group's behalf Marketing councils
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OTHER INFORMATION

 Sustainability notes

Suppliers

Atlas Copco hasalarge international supplier base. Around 75% of product
coststems from purchased components. Atlas Copco’s purchasing strategies
are decentralized to give the organization higher flexibility and to ensure the
right competence. Purchasing councils oversee supply chain management at
divisional level,and come together as a part of the Group purchasing council to
develop central policies and tools thatimpact all operations. Local purchasing
isencouraged.

Geographical spread of suppliers

Asia/Oceania 42% North America 11%

Europe 44% South America 3%

Evaluation process

Suppliers are evaluated during and after selection by product companies,
primarily by personnelin the purchasing function. Internal training on how
to carry outsupplier evaluations is published in the handbook of policies and
guidelines The Way We Do Things.

The supplier evaluation process examines:

Business partners' record of governance, ethics and stance against
corruption

Laborissues: Rejection of forced, compulsory or child labor, elimination

of discrimination, safeguarding employee health and safety, collective
bargaining rights

Environmental performance: Managing waste, minimizing emissions, and
reducing consumption of natural resources

Human rights issues: Responsible sourcing and respect for human rightsin
operations

Attimes, self-assessment checklists are sent to suppliers and on-site evalua-
tions are conducted regularly orwhen deemed necessary. These resultin a
report with concrete suggestionsin the form of an action plan orimprove-
ments to be followed up on atanagreed time. Atlas Copco can provide experi-
ence and know-how to suppliers who need supportin order to comply with
the minimum standards set forth in the business partner compliance docu-
ment. However, suppliers who fail to meet the criteria and do not show a will-
ingnesstoimprove are rejected. Due to restrictions for travel and visits in view
of Covid-19, the number of on-site audits was lower in 2021 than before the
pandemic.

SUSTAINABILITY NOTES

Suppliers” commitment 2021 2020
Significant suppliers, number 5580 5309
Suppliersaudited on safety, health, social, and
environmental issues” 647 669
Suppliersapproved (no needto follow up) 629 655
Suppliers conditionally approved (monitored) 18 14
Suppliers rejected (relationship ended)? 0 0

Suppliers asked on commitmentto the
Business Code of Practice, number 5421 5160

Significant suppliers that have confirmed their
commitment to the Code, % 93 93

" Audits are conducted by Atlas Copco teams directly at the suppliers’sites.

2 Reasons for rejection relate to safety in the workplace, labor conditions, environment
issues, or non compliance of laws. Suppliers are rejected if they do not meet Atlas
Copco's requirements and are not willing to improve. In 2021, 0 business partner(s) were
rejected due to environmental, health & safety issues, and 0 business partner(s) due to
corruption.

Definition of significant suppliers: All external suppliers of goods and ser-
vices, directand indirect, with a purchasing value above a set threshold, based
on 12-month values from October previous year to September current year.
For suppliersin countries with heightened risk for human rights violations,
environmental risks or corruption etc., the purchasing threshold is lower
(approximately 13% of setvalue).

Responsible sourcing of minerals

Responsible sourcing of minerals is essential to Atlas Copco and though the
Group does not procure directly from smelters/refineries, some parts of the
supply chain do. Atlas Copcois notin the scope of Dodd-Frank Act or the EU
regulation 2017/821, but based on concerns of violations of human rights
including forced labor, human trafficking and child labor, and to support our
customers’ obligation to these Acts, the Group has measures to detectand
prevent the use of conflict mineralsinits supply chain.

Atlas Copco requiresits direct suppliers to commit to responsible sourcing
of allmineralsincludedin parts and products they sell to us. This commitment
is exercised through minerals data collection and due diligence, implemented
every year. Moreover, all our significant suppliers must sign the Business Code of
Practice thatincludes an article on responsible sourcing requirements. The pro-
cessisdescribed in detail on the Group's website www.atlascopcogroup.com.

Atlas Copco hasacomprehensive program to investigate the possible use of
all conflict mineralsin components used in Atlas Copco products. The program
ensures responsible sourcing of tin, tantalum, tungsten and gold. Cobalt was
addedtothe programin 2020, and data collection and due diligence using
the Responsible Minerals Initiative (RMI) guidelines and Cobalt Reporting
Template (CRT) will be rolled out continuously.

Asamember ofthe RMI, Atlas Copco adheres toits guidelines by encourag-
ing suppliers to source from smelters verified by a third party such as RMI’s
Responsible Minerals Assurance Process (RMAP), and commits to transparency
by submitting reporting templates to customers about smeltersin the supply
chain and collaborates with stakeholders.
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Distributors

Atlas Copco hasalarge international distributor base. Atlas Copco’s sales
strategies are set by the divisions on a global level and are tuned for local mar-
ket needs by the customer centers. These sales strategies include the choice of
sales channels and distributor management. The marketing councils ensure
cross-divisional alignmentand develop central policies and tools thatimpact
alloperations.

Starting in 2019, the percentage of significant distributors that sign the
Atlas Copco business criteria is measured as a Group KPI.1n 2021, 87% of all sig-
nificant distributors signed the business partner criteria. 96% of the significant
distributors were asked to sign the criteria.

Definition of significant distributors: All external distributors, including
agentsand resellers with sales of the Group’s goods and services for a value
above asetthreshold, based on 12-month values from October previous year
to September currentyear. For distributors, agents and resellers in countries
with a heightened risk for human rights violations, environmental risks or
corruption etc,, the sales threshold is set to include all active distributors.

Product responsibility

Atlas Copco’s ambition is to follow all applicable laws and regulations regard-
ing safety, health and environmental aspects, product information, safety
information and labeling. The information required by the Group’s procedures
for product and service information and labeling covers aspects such as sourc-
ing of components, substances of concern, safe use and disposal of the prod-
uct. Customer trainingisincluded when relevant, to secure safe handling of
the products.

Ingeneral, all electrically driven Atlas Copco products sold into the EU fall
under the EU Waste Electrical and Electronic Equipment (WEEE) Directive. This
includes compressors, vacuum pumps, handheld electric tools and monitoring
controlinstruments. Atlas Copcois responsible for, and arranges with custom-
ers, the disposal of products that fall under the directive.

Atlas Copco maintains lists of substances which are either prohibited or
must be declared due to their potential negative impact on health or the envi-
ronment. Prohibited substances are not allowed in the Group's products or
processes. Items containing declarable substances are avoided or replaced
whenever possible. Via a dedicated Atlas Copco communication platform all
oursuppliers can be swiftlyinformed about upcoming legislative changes. The
Atlas Copco Prohibited and Declarable list is under continuous revision accord-
ingto applicable legislations worldwide. Thisincludes REACH, RoHS, and U.S.
State of California Safe Drinking Water and Toxic Enforcement Act of 1986
(Proposition 65). The lists on prohibited and declarable substances are also
published on the Group's website www.atlascopcogroup.com.

Incidents of non-compliance
No cases have been filed in 2021 (0) for non-compliance with such laws and
regulations concerning the provision and use of such products and services.
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SUSTAINABILITY NOTES

About the sustainability report

Atlas Copco has prepared its sustainability report in accordance with the Global Reporting Initiative (GRI) guidelines since 2001. The sustainability report is published
annually and the most recent report, prior to this report, was published in March 2021 as a part of Atlas Copco’s annual report 2020.

Sustainabilityis anintegral part of Atlas Copco’s business model and the Group
therefore reports financial and non-financial data in a consolidated annual
report. This provides Atlas Copco’s stakeholders with a relatively complete
overview of how the Group works in order to contribute to sustainable devel-
opmentandincreasing stakeholdervalue.

Thisreport has been prepared in accordance with the Global Reporting
Initiative (GRI) Standards: Core option. Atlas Copcois also a signatory of UN
Global Compactsince 2008, and this report s the Group’s Communication on
Progress (COP), areporton performancein relation to Global Compact’s ten
principles on human rights, labor law, the environment and anti-corruption.

The Atlas Copco Group's external auditors, Ernst & Young, have performed
alimited review of the sustainability report according to GRI Standards: Core
option, see the Auditor’s report on page 143.

To accommodate stakeholders that are more familiar with the Sustainability
Accounting Standards Board (SASB), Atlas Copco has published a table with
cross-references toinformation found in the annual report. Information relat-
ing to the SASB standards for ‘Industrial machinery and goods’ is disclosed for
relevant aspects and where data is available. However, Atlas Copco does not
claim adherence to, or compliance with, the SASB reporting standards. The
SASB cross-reference table is found on page 140.

GRI content index

Report boundary

The sustainability reportincludes information regarding issues where Atlas
Copco hasasignificant economic, environmental and social impact. GRI's
materiality principle has been the guiding principle in determining the report
content. It covers the material issues that have the highest priority to Atlas
Copco's stakeholders.

Thereport covers Atlas Copco’s operations for the fiscal year 2021, unless
otherwise stated. Operations divested during the year are excluded, acquired
units areincluded. This may at times cause changesin reported performance.
Environmental data covers production units and distribution centers. Supplier
data covers production units and distribution centers, while distributor data
coversallapplicable units. Employee data covers all operations.

Sustainability information in the annual report is primarily presented on
pages 5-13,34-46and 128-142.

Data collection

Reported facts and figuresin the sustainability report have been verified in
accordance with Atlas Copco’s procedures for internal control. Data collection
isintegratedinto the Group reporting consolidation systems and collected on
aquarterly basis. Reported values are normally not corrected retroactively.

When a restatement of historically reported numbersis made, this can be
duetoachange of calculation method or scope.

Responsibility for reporting rests with the general manager of each
company. Dataisreported atlocal operating unit level, aggregated to division/
business area and Group level. Data verification is performed at each level
before submitting to external auditors for verification.

For questions regarding the report and its contents,
please contact Sofia Svingby, Vice President Sustainability,
sustainability@atlascopco.com

GRI Standards Description Page Comment

Organizational profile

102-1 Name of organization Inside cover

102-2 Activities, brands, products, and services Inside cover, 21-33

102-3 Location of headquarters Inside cover

102-4 Location of operations Inside cover

102-5 Ownership and legal form 53,54-57

102-6 Markets served 2,23,26,29,32

102-7 Scale of the reporting organization 1-2,14-15, 81
Atlas Copco reports the aggregate number of full-time equivalents, without breaking down
the figures in full-time/part-time employees. Additional workforce may be temporary or
permanent, generally employed by a third party. Omission: Additional workforce by gender

102-8 Information on employees and other workers 12,19,39-41,133-134 isnot reported.

102-9 Supply chain 42-43,134-135

102-10 Significant changes to the organization and its supply chain 14

102-11 Precautionary principle or approach 44-45,131

102-12 External initiatives 131

102-13 Membership of associations 131
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SUSTAINABILITY NOTES
I GRI content index
mla‘s C'Opco GRIStandards Description Page Comment
_ Strategy and analysis
2
102-14 Statement from senior decision-maker 3-4,54,57 =]
Ethics and integrity 8
c
102-16 Values, principles, standards and norms of behavior 11,42-43 a9
o
OTHER INFORMATION Governance =
Signatures of the Board of Directors 102-18 Governance structure 10-11,54-61,130-131
Audit Report Stakeholder engagement
. -
Hnandatastintions 102-40 List of stakeholder groups 130 E
* Sustainability notes 102-41 Collective bargaining agreements 133 &
Three years in summary 102-42 Identifying and selecting stakeholders 128 3
=
Contacts 102-43 Approach to stakeholder engagement 128,130 3
102-44 Key topics and concerns raised 128,130 8
Reporting practice 5
102-45 Entities included in the consolidated financial statements 119-122
102-46 Process for defining report content and topic boundaries 128,130 4
102-47 List of material topics 130 =
102-48 Restatements of information 14,136 o
102-49 Changes in reporting 128,136 ;
102-50 Reporting period 136 i
102-51 Date of most recent report 136 g
102-52 Reporting cycle 136 g
102-53 Contact point for questions regarding the report 136
102-54 Claims of reporting in accordance with GRI Standards 136
102-55 GRI contentindex 136-139
102-56 External assurance 143 n
2
>
ECONOMICIMPACT %
Economic performance lE
w
103-1/2/3 Explanation of the material topic, its boundary and management approach 5-6,130-131
201-1 Direct economic value generated and distributed 131
Anti-corruption
o
103-1/2/3 Explanation of the material topic, its boundary and management approach 6,42-43,130-131 E'
205-3 Confirmed incidents of corruption and actions taken 131 py
Anti-competitive behavior 5
103-1/2/3 Explanation of the material topic, its boundary and management approach 6,42-43,130-131 2
206-1 Legal actions for anti-competitive behavior, anti-trust, and monopoly practices 131 ;
o
2
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GRI content index

GRI Standards Description
ENVIRONMENTAL IMPACT
Energy

103-1/2/3 Explanation of the material topic, its boundary and management approach

Page Comment

6,44-46,130-131

302-1 Energy consumption within the organization 131,141 Omission: Energy consumption is reported in MWh, not in joule.
302-3 Energy intensity 141
Emissions

103-1/2/3 Explanation of the material topic, its boundary and management approach

6,35-37,44-46,130-131

305-1 Direct greenhouse gas emissions (Scope 1) 141
305-2 Energy direct greenhouse gas emissions (Scope 2) 141
305-3 Otherindirect greenhouse gas emissions (Scope 3) 141 Atlas Copco reports on CO, emissions related to transports of goods within Scope 3.
305-4 Greenhouse gas emissions intensity 141

Environmental compliance

103-1/2/3 Explanation of the material topic, its boundary and management approach

6,44-46,130-131

307-1 Non-compliance with environmental laws and regulations 131
Supplier environmental assessment
103-1/2/3 Explanation of the material topic, its boundary and management approach 6,45,134-135
Arisk-based approach is used to identify significant suppliers. The scope can include
both new and old suppliers each year. Omission: Data for new suppliers specifically is
308-1 New suppliers that were screened using environmental criteria 44,135,141 not disclosed. Environmental and social screening is reported jointly.

SOCIALIMPACT

Employment

103-1/2/3 Explanation of the material topic, its boundary and management approach

6,39-40,130, 133

401-1 New employee hires and employee turnover

133,142 Omission: Atlas Copco does not report turnover by age group and gender.

Occupational health and safety

103-1/2/3 Explanation of the material topic, its boundary and management approach

6,41,129-130,133-134  Atlas Copcois applying the 2018 GRI standard for Occupational health and safety.

403-1 Occupational health and safety management system 41,130,133

403-2 Hazard identification, risk assessment, and incident investigation 41,129-131,134

403-3 Occupational health services 41,130

403-4 Worker participation, consultation, and communication on occupational health and safety 41

403-5 Worker training on occupational health and safety 41,130

403-6 Promotion of worker health 39-41

403-7 Prevention/mitigation of occupational health/safety impacts directly linked by business relationships 129

403-9 Work-related injuries 41,134,142 Omission: Near misses are reported in absolute numbers only.

Training and education

103-1/2/3 Explanation of the material topic, its boundary and management approach

6,39-40,129-130

404-3 Percentage of employees receiving regular performance and career development reviews

142 Omission: Atlas Copco does not report breakdown by gender or employee category.

Atlas Copco 2021 138

M3IIATY NI HVIA FHL 0D2d0D SV11V SI SIHL NOILDNAOYLNI

STIVIDNVNH

o
]
I
m
=
=2
m
o
=
<
>
=
o
=2




Aitlas Copco

OTHER INFORMATION
Signatures of the Board of Directors
Audit Report

Financial definitions
 Sustainability notes

Three years in summary

Contacts

SUSTAINABILITY NOTES

GRI content index

GRI Standards Description
Diversity and inclusion

103-1/2/3 Explanation of the material topic, its boundary and management approach

Page

6,39-40, 130,134

Comment

405-1 Diversity of governance bodies and employees

39-40,58-61, 134,142

Omission: Age group is not disclosed at Group level. Minority group membership is not
reported on in the Group.

Non-discrimination

103-1/2/3 Explanation of the material topic, its boundary and management approach

6,39-40,130, 134

406-1 Incidents of discrimination and corrective actions taken

131

Human rights assessment

103-1/2/3 Explanation of the material topic, its boundary and management approach

6,42-43,129-130, 134

412-2 Employee training on human rights policies or procedures

42-43,134,139

All employees are trained in the Business Code of Practice, which includes respect for human
rights. Omission: Employee training is not reported by category of training at Group level.

Supplier social assessment

103-1/2/3 Explanation of the material topic, its boundary and management approach 6,42,134-135
Arisk-based approach is used to identify significant suppliers. The scope can include both
new and old suppliers each year. Omission: Data for new suppliers specifically is not

414-1 New suppliers that were screened using social criteria 42,135,142 disclosed. Environmental and social screening is reported jointly.

Customer health and safety

103-1/2/3 Explanation of the material topic, its boundary and management approach 43,130,135

416-2 Incidents of non-compliance concerning the health and safety impacts of products and services 135

Marketing and labeling

103-1/2/3 Explanation of the material topic, its boundary and management approach 129,133

417-2 Incidents of non-compliance concerning product and service information and labeling 133

Socioeconomic compliance

103-1/2/3 Explanation of the material topic, its boundary and management approach 6,129,130

419-1 Non-compliance with laws and regulations in the social and economic area 130
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SASB Index 2021

Table 1. Sustainability disclosure topics and accounting metrics

Topic Metric Code Comment Page
Energy management 1. Total energy consumed
2. Percentage grid electricity
3. Percentage renewable RT-IG-130a.1 Total energy is reported in MWh, not in gigajoules. Percentage of grid electricity is not reported. 131
Employee health & safety 1. Total recordable incident rate (TRIR)
2. Fatality rate
3. Near-miss frequency rate (NMFR) RT-IG-320a.1 134,142
Fuel economy and emissions Sales-weighted fuel efficiency for Product fuel efficiency is not reported but the Group innovates to help customers increase energy
in use-phase non-road equipment efficiency and reduce emissions. The goal at divisional level is for new or redesigned products to achieve
RT-1G-410a.2  significantly reduced environmental impact of 5% or lower carbon footprint over a product’s life cycle. 35-38
Materials sourcing Description of the management of risks
associated with the use of critical materials  RT-IG-440a.1 Risk management associated with conflict minerals is described. 43,50,129,135
Remanufacturing design & services Revenue from remanufactured products
and remanufacturing services RT-1G-440b.1 Share of revenues is not reported but topic is addressed. 37
Table 2. Activity metrics
Metric Code Comment Page
Number of units produced by product category RT-IG-000.A  Notreported.
Number of employees RT-IG-000.B 19,85, 142

Atlas Copco 2021 140

M3IIATY NI HVIA FHL 0D2d0D SV11V SI SIHL NOILDNAOYLNI

STIVIDNVNH

o
]
I
m
=
=2
m
o
=
<
>
=
o
=2




Aitlas Copco

OTHER INFORMATION
Signatures of the Board of Directors
Audit Report

Financial definitions
 Sustainability notes

Three years in summary

Contacts

SUSTAINABILITY NOTES

Sustainability performance "

ECONOMIC VALUE 2019 2020 2021
Direct economic value ? 104 230 100 251 111972
Revenues 103756 99787 110912
Economic value distributed

Operating costs 56 952 55362 61019
Employee wages and benefits, including other social costs 25220 25582 27 151
Costs for providers of capital 9 8149 8988 9281
Costs for direct taxes to governments 4909 4801 5372
Economic value retained 9000 5518 9149
—Redemption of shares - - -
ENVIRONMENT

Renewable energy for operations, % of total energy use 41 44 58
Direct energy use in GWh > 105 100 115
Indirect energy use in GWh 264 251 270
Total energy use in GWh 369 351 385
Total energy use in MWh/COS ® 6.8 6.6 6.5
CO, emissions ‘000 tonnes (direct energy) —scope 197 22 20 22
CO, emissions ‘000 tonnes (indirect energy) — scope 2 87 60 57 30
CO, emissions '000 tonnes (total energy) — scope 1+2 &7 82 77 52
CO, emissions '000 tonnes (indirect energy, location-based) — scope 2 ©7 98 95 102
CO, emissions '000 tonnes (transports) — scope 3 7 150 124 142
CO, emissions tonnes (transports)/COS 7 2.8 23 2.4
CO, emissions tonnes total energy and transport (scope 1, 2, 3)/COS &7 4.3 3.8 3.3
Total waste (in ‘000 kg) 32459 31036 35071
Waste (in kg)/COS 597 581 590
Reused or recycled waste, % 95 93 93
Water consumption (in "000 m?) 394 384 395
Water consumption (m?3)/COS 7.2 7.2 6.6
Significant direct suppliers with an approved environmental management system, % 28 30 31

&

Calculations according to GRI Standard Guidelines, www.globalreporting.org.

Direct economic value includes revenues, other operating income, financial income,
profit from divested companies and share of profit in associated companies.

Operating costs include cost of sales, marketing expenses, administration expenses,
research and development expenses, other operating expenses, deducted for
employee wages and benefits. COS when presented in relation to sustainability
information refers to cost of sales at standard cost in MSEK.

Costs for providers of capital include financial costs and dividend, but exclude
redemption of shares and repurchase of own shares.

Total energy includes both indirect and direct energy used. Atlas Copco does not
report cooling or steam separately. The calculation of direct energy, i.e. energy
generated by the company for its own production or operation, comprises all fuels
used on the sites, including diesel, oil, biofuel, gasoline, solar, geothermal, propane
and natural gas.

The reporting of greenhouse gas emissions is done in accordance with the GHG
Protocol (ghgprotocol.org). Country factors used for energy come from the
International Energy Agency. Indirect energy (Scope 2) is presented both as market-
based and location-based according to the GHG Protocol. A market-based approach
has been applied unless otherwise stated. Factors from NTM (transportmeasures.
org) are used for transport of goods when emission data is not provided by the
transport company. Scope 3 emissions include inbound and outbound transport

of goods that the company is responsible for as defined by Incoterm. Out of scope
emissions data for direct CO, emissions from biologically sequestered carbon

(e.g. CO, from burning biomass/biofuels) was 938 tonnes in 2021.

CO, emissions from energy in operations and transport (tonnes) in relation to cost
of sales in the base year 2018 was 5.3.
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Sustainability performance, continued

PEOPLE 2019 2020 2021
White-collar employees, % 69 70 69
Blue-collar employees, % 31 30 31
Employee turnover white-collar employees, % 6.0 4.2 6.4
Employee turnover blue-collar employees, % 5.6 4.8 7.8
Total turnover, voluntary leave, % 5.9 4.4 6.9
Yearly performance and development discussion, % 84 85 82
Proportion of female employees, % year end 19.8 20.0 20.9
Proportion of female managers, % year end 19.5 19.7 20.5
Degree to which employees agree that there are opportunities to learn and grow in the company (score) & 71 - 73
Degree to which employees agree that we have a work culture of respect, fairness and openness (score) ® 74 - 76
SAFETY AND WELL-BEING

Recordable injuries total workforce, number 406 385 387
Recordable injuries per million working hours total workforce 5.2 4.8 4.5
Minor injuries total workforce, number 997 922 1148
Minor injuries per million working hours total workforce 12.7 11.6 13.4
Fatalities, number 1 0 0
Fatalities per million working hours total workforce 0.01 0 0
Sick leave due to diseases and recordable injuries, % 2.0 2.1 2.2
Degree to which employees agree that Atlas Copco takes a genuine interest in their well-being (score) ® 69 - 73
A balanced safety pyramid (yes/no) yes yes yes
ETHICS

Employees signed compliance to the Business Code of Practice, % 98 99 98
Employees trained in the Business Code of Practice, % 94 99 97
Managers in risk countries held trainings in the Business Code of Practice, % 91 99 96
Significant distributors committed to the Business Code of Practice, % 59 84 87
Significant suppliers committed to the Business Code of Practice, % 90 93 93

8 Results are, as a rule, collected every two years through
the Group's employee survey.
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Aitlas Copco

OTHER INFORMATION

 Sustainability notes

SUSTAINABILITY NOTES

Auditor’s Limited Assurance Report on Atlas Copco AB's Sustainability Report
and statement regarding the Statutory Sustainability Report

Thisis the translation of the auditor’s report in Swedish.

To Atlas Copco AB, corporate identity number 556014-2720

Introduction

We have been engaged by the Board of Directors of Atlas
Copco ABtoundertake a limited assurance engagement
of Atlas Copco AB's Sustainability Report for the year
2021. The scope of the Sustainability Report has been
defined on page 136-139. Furthermore, we have per-
formed an examination of the Statutory Sustainability
Report. The scope of the Statutory Sustainability Report
hasbeen defined on page 20.

Responsibilities of the Board and Executive
Management

The Board of Directors and Executive Management are
responsible for the preparation of the Sustainability
Reportincluding the Statutory Sustainability Reportin
accordance with applicable criteria and the Annual
Accounts Act respectively. The criteria are defined on
pages 136-139in the Sustainability Report and consist of
the GRI Sustainability Reporting Standards, as well as the
accounting and calculation principles that the company
has developed. This responsibility includes the internal
control relevant to the preparation of a Sustainability
Reportthatis free from material misstatements, whether
duetofraudorerror.

Responsibilities of the auditor

Our responsibility is to express a conclusion on the
Sustainability Report based on our limited assurance

Erik Sandstrom

procedures and to express an opinion regarding the
Statutory Sustainability Report. Our engagementis
limited to historicalinformation presented in this document
and does therefore not cover future oriented information.

We have conducted our engagementin accordance
with ISAE 3000 Assurance engagements other than audits
or reviews of historical financial information. A limited
assurance engagement consists of making inquiries, pri-
marily of persons responsible for the preparation of the
Sustainability Report, and applying analytical and other
limited assurance procedures. Our examination regard-
ing the Statutory Sustainability Report has been con-
ducted inaccordance with FAR's accounting standard
RevR 12 The auditor’s opinion regarding the statutory
sustainability report. A limited assurance engagement
and an examination according to RevR 12 are different
from and substantially less in scope than reasonable
assurance conducted inaccordance with IAASB’s Stan-
dards on Auditing and other generally accepted auditing
standardsin Sweden.

Thefirm applies ISQC 1 (International Standard on
Quality Control) and accordingly maintains a comprehen-
sive system of quality control including documented poli-
ciesand procedures regarding compliance with ethical
requirements, professional standards and applicable
legaland regulatory requirements. We are independent
of Atlas Copco ABin accordance with professional ethics
foraccountantsin Sweden and have otherwise fulfilled

Stockholm, March 18,2022
Ernst & Young AB

Authorized Public Accountant

our ethical responsibilities in accordance with these
requirements.

The procedures performed in a limited review and an
examination according to RevR 12 do notenable us to
obtain assurance that we would become aware of all sig-
nificant matters that mightbeidentified in a reasonable
assurance engagement. The conclusion based on limited
assurance procedures and an examination according to
RevR 12 does not provide the same level of assurance asa
conclusion based on reasonable assurance.

Our procedures are based on the criteria defined by
the Board of Directors and the Executive Management as
described above. We consider these criteria suitable for
the preparation of the Sustainability Report.

We believe that the evidence we have obtained is
sufficientand appropriate to provide a basis for our
conclusions below.

Conclusions
Based on the limited assurance procedures we have per-
formed, nothing has come to our attention that causes us
to believe that the Sustainability Reportis not prepared,
in all material respects, in accordance with the criteria
defined by the Board of Directors and Executive
Management.

A Statutory Sustainability Report has been prepared.

OutiAlestalo
Expert Member of FAR
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Contacts

THREE YEARS IN SUMMARY

Three years in summary

ORDERS, REVENUES AND PROFIT 2019 2020 2021 FINANCIAL POSITION AND RETURN 2019 2020 2021
Orders, MSEK 106 104 100554 129545 Total assets, MSEK 111722 113366 136683
Revenues, MSEK 103756 99787 110912 Capital turnover ratio 0.98 0.86 0.88
Change, organic from volume, price and mix, % 2 -3 14 Capital employed, average MSEK 72732 83649 87 537
EBITDA, MSEK 26597 24335 29025 Capital employed turnover ratio 1.43 1.19 1.27
EBITDA margin, % 25.6 24.4 26.2 Return on capital employed, % 30 23 27
Operating profit, MSEK 21897 19146 23559 Netindebtedness, MSEK 12013 16421 8151
Operating profit margin, % 211 19.2 21.2 Net debt/EBITDA, MSEK 0.5 0.7 0.3
Netinterest expense, MSEK -359 -245 -234 Equity, MSEK 53290 53534 67 634
Profit before tax, MSEK 21572 18825 23410 Debt/equity ratio, % 23 31 12
Profit margin, % 20.8 189 211 Equity/assets ratio, % 48 47 49
Profit for the year, MSEK 16543 14783 18134 Return on equity, % 35 27 30
EMPLOYEES 2019 2020 2021 KEY FIGURES PER SHARE 2019 2020 2021
Average number of employees 37805 39606 41272 Basic earnings / diluted earnings, SEK 13.60/13.59 12.16/12.14 14.89/14.85
Revenues per employee, SEK thousands 2745 2519 2687 Dividend, SEK 7.00 7.30 7.60"
Dividend as % of basic earnings 51.5 60.0 51.0

Dividendyield, % 2.4 1.9 1.4

CASHFLOW 2019 2020 2021 Redemption of shares, SEK - - 8.00"
Operating cash surplus, MSEK 26 696 25081 28952 Operating cash flow, SEK 12.04 15.56 15.91
Cash flow before change in working capital, MSEK 20209 20454 23870 Equity, SEK 44 44 55
Change inworking capital, MSEK —2971 2166 =244 Share price, December 31, Ashare / B share, SEK 373.6/3252 421.1/3683 625.8/532.2
Cash flow from investing activities, MSEK -9683 ~16286 -6121 Highest price quoted, Ashare / B share, SEK 386.5/3369 4455/390.0 629.4/533.6
Gross investments in other property, plantand equipment, MSEK -1662 -1459 -1970 | owest price quoted, A share / B share, SEK 205.0/1885 266.7/231.6 434.1/3793
Grossinvestments in rental equipment, MSEK -1140 —486 =510 Average closing price, Ashare / B share, SEK 288.0/258.8 385.0/3380 539.6/459.6
Netinvestmentsin rental equipment, MSEK ~1087 -416 —474 Average number of shares, millions 1214.7 1215.4 1217.7
Cash flow from financing activities, MSEK -8024 -8552 -10323 Diluted average number of shares, millions 1215.8 1217.2 12205
of which dividends paid, MSEK ~7663 -8506 8889 Numberof shareholders, December 31 81656 82079 87923
Operating cash flow, MSEK 14625 18910 19378 Market capitalization, December 31, MSEK 440497 497187 732967

" Proposed by the Board
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¢ Contacts

CONTACTS

CONTACTS

Investor relations

Daniel Althoff, Vice President Investor Relations
ir@atlascopco.com

Sustainability

Sofia Svingby, Vice President Sustainability
sustainability@atlascopco.com

Media

Sara Hagg Liljedal, Chief Communications Officer
media@atlascopco.com
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Atlas Copco

Atlas Copco AB (publ)

SE-105 23 Stockholm, Sweden
Phone: +46 8 743 80 00
Reg. no: 556014-2720

atlascopcogroup.com


http://atlascopcogroup.com

