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The Board of Directors and CEO of Profoto Holding AB (publ), corporate registration number 556810-9879, hereby

PrOfoto submit the Annual Report of the Parent Company and the Group for fiscal year 2022. The Annual Report consists of

the Directors’ Report (pages 32-39), Corporate Governance Report (pages 40-46) and the financial reports together
with notes (pages 47-67). The consolidated statement of profit and loss and financial position, together with the

An n ual Re po rt income statement and balance sheet for the Parent Company, are approved at the Annual General Meeting.
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Profoto was founded in 1968 by Conny Dufgran
and Eckhard Heine. They shared a common vision
- to create the world’s best photo flash for the
world’s top photographers. The products quickly
became the first choice of famous fashion and
studio photographers and other professional

designers. The entrepreneurial spirit that marked
Profoto at its inception is in our DNA. This gives

us the drive to maintain good awareness about
our customers and understand their needs, so
we can constantly develop even more innovative

lighting units.
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Co-founder
Conny Dufgran

PHOTO ANNIE LEIBOVITZ
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Light makes the difference

What

World leader in lighting for professional photog-
raphers and studios. Innovative productsin flash,
light shaping tools and automated systems and

workflows for visual content creation.

Why

We help photographers and studios realize
their visions through beautiful light in every
image.

Who
For creators of high-quality images, mainly
professional photographers and studios.

Where

Salesin 58 countries. The products canbe
purchased through more than 240 dealers
worldwide, rented from local rental compa-
nies, or purchased directly via profoto.com.

World leader in light shaping

Profoto is a global leader in premium lighting. The
end users are professional photographers and
commercial clients, including major consumer
brands and e-commerce companies with their own
studios or who outsource to external studios.

Product development captures customer needs
The lighting solutions are robust and packed with
innovative technology; they are high quality and
yet easy to use. The products are designed based
on customer needs and use. Over the years, we
have been able to meet various new needs from
new customer groups - from analogue to digital,

from studio to on-location photo shoots, and from
system cameras to compact mirrorless cameras
and smartphones.

Global sales

Profoto has sales in 58 countries. The products
can be purchased from more than 240 active deal-
ers or via the company’s online store, profoto.com,
or they can be rented through local rental compa-
nies. Our headquarters are in Stockholm and we
have 135 employees worldwide. Our main markets
are the US, the UK, Germany, France, the Nordic
countries, Japan and China, where we have our
own subsidiaries.

Global sales organization

Q Stockholm
Londor! © 9o Hamburg
@ Toronto Paris ® Haarlem
New York @
® Tokyo
Sales . ® Shanghai
perregion

©® EMEA 38%(34)
Americas 42% (42)
APAC 21% (25)

9 Headquarters @ Sales office
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Growth through organic development

and acquisitions

For along time, Profoto has combined organic
growth with very strong and growing profitability.
The goal is to continue to grow organically in
professional still photography and automated solu-
tions for e-commerce photography, primarily by
continuing our systematic product development
strategy of offering better performance and com-
munication systems among products within the
ecosystem. We also want to grow through acqui-
sitions in the areas of e-commerce solutions,
moving images and smartphone photography.

Innovation initiatives

Continuous investment in innovation has contrib-
uted to the company’s robust growth. Today, 73
people work with web and technical development,
and since 2018 an average of 10 percent of sales
has been invested in R&D. Our extensive innova-
tion initiatives will continue both in current customer
groups and related growth areas where we see
exciting development opportunities.

Efficiency in everything

Along with the spirit of innovation, the quest for
efficiency is integral to Profoto’s DNA. This
approach allows us to dedicate our resources to
areas where we can add the most value, such as
product development / R&D, sales and marketing.
Areas such as production, warehousing, logistics
and support services are outsourced. This division
gives us exactly the flexibility and operational
efficiency we want.

Sales and adjusted
EBIT margin

833 848
679 732

0,
. B 528 32% 30%

1%

2018 2019 2020 2021 2022
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A stable year despite a troubled world

During the year, we continued to invest in product development and innovation. With
the move into automated e-commerce photography solutions, we strengthened what
we offer in this customer segment.

Advanced lighting by David Bicho

Three new academy courses for professional photographers were
launched in the fall, “Advanced Lighting 1, 2 and 3 with David Bicho.”

+16-.

ios!

Net sales for 2022 totaled SEK 848m (732), an increase Key ratios e 2021 2020
of 15.8 percent. Organic growth totaled -0.8 percent.

Market uncertainty, characterized by interest rate rises, Net sales, SEKm 848 732 528
inflation and higher electricity prices, resulted in a wait- Adjusted EBIT, SEKm? 257 237 56
?ndtiqsee attitude among our customers and affected sales Adjusted EBIT margin, % 303 323 106
or the year. ] -

During the year, we saw a continued increase in the Net profit/loss for the Per'Od'_SFKm L2 158 7
need for high quality images - especially in photography Cash flow from operating activities 236 240 153
for e-commerce. The increased need to take more Average number of employees 124 95 122
Images’ Ina Varlety Of \N_ays' Cr.eated a demand fOI’ StUdIO 1) For information and explanations regarding alternative performance measures, including proforma,
photography products, in particular. see page 73.

2) 2022 adjusted for costs of SEK 8m related to acquisitions.

Major global product launches

A2 - During the year we launched the A2, our smallest and lightest
compact flash ever. So now photographers can always bring beautiful
light with them, no matter where their next shoot takes them.

The acquisition of
StyleShoots gives Profoto

a Stronger Oﬁe"ng Connect Pro - Profoto launched the next generation of cordless triggers,

With the acquisition of StyleShoots 2022, Profoto Connect Pro, during the year. Triggers that give the photographer total
strengthens what it can offer e-commerce companies - . control over all flash settings, thanks to our AirX technology.

in the fashion industry. More and more brands are ]
investing in photo studios, and Profoto expects to
benefit from this trend. Good lighting produces better
images, which drives e-commerce sales and reduces
returns by better bringing out the true colors and
textures of garments. During the year, work began to
establish a US sales organization for these automated
solutions.

ProStudio - Our innovative software integrated into our automated
plug-and-play e-commerce photography systems. Live, Eclipse,
Horizontal and Vertical cut the time from shooting to publishing in
half - which is a key success factor in e-commerce.
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A robust 2022 despite a cautious market

The year 2022 did not turn out quite as we had
planned. We looked forward to leaving the pan-
demic behind and to a year of growth. Instead, a war
broke out in Ukraine, and the consequences were
serious in many ways, beyond the purely human
consequences. At the same time, market uncertain-
ties created by interest rate hikes, inflation and ris-
ing electricity prices led to cautious consumption,
which in turn affected the willingness of profes-
sional photographers to invest in new equipment.

The acquisition of StyleShoots strengthened
our position in e-commerce photography

Our focus on studios and especially e-commerce
photography has continued throughout the year,
and in April we took a strategic step with our acqui-
sition of StyleShoots in the Netherlands. Through
the acquisition, we entered the market for auto-
mated e-commerce photography with a focus on
the fashion industry and can now offer a complete
solution for studio photography. The integration
has gone well, and during the year work began on
establishing a sales organization in the US. We
have recruited a sales team and are in the process
of opening a showroom in Brooklyn, New York,
where we can demonstrate our full product range.
From automated solutions to our modular products.

Continued market uncertainty
For Profoto, 2022 has also meant some trials of a
limited nature. We had problems with component
deliveries during the summer, which in turn meant
that we could not fully deliver to our customers.
However, this was rectified the following quarter.
The caution shown by self-employed photogra-
phers and consumers, when it comes to spending
in these times, has been noticeable. We have seen
greater caution, which has also prompted dealers
to reduce their stocks. We also saw restraint in cer-
tain major investment decisions, affecting demand

for our automated solutions, which have higher
price points than our modular solutions.

Profoto delivers a profitable year

Sales for the full year totaled SEK 848m. Which

is above the target we said we would reach at the
IPO 2021 of SEK 800m. However, we benefited
from exchange rates gains and from the acquisi-
tion we made in the second quarter. The adjusted
EBIT margin was 30 percent, which was within our
target of 25-30 percent. We are proud to have
continued to deliver high profitability.

The strongest growth during the year was in
EMEA with 28 percent to SEK 318m, largely from
the acquisition of StyleShoots. In the Americas,
sales for the year totaled SEK 356m, representing
growth of 17 percent. The weakest region during
the year was APAC, which decreased by three
percent to SEK 174m. This was entirely due to
pandemic-related restrictions in China. Demand
in Japan was good during the year.

Continued focus on innovation

We continue to invest in product development in
our focus areas and where we are unique. We can
clearly see the underlying structural trends of
market growth.

¢ Ine-commerce, the importance of creating
high-quality visual content, images and moving
content is becoming ever more important for
staying competitive.

» Building strong fashion brands requires differen-
tiation - as well as strong images and films.

« For events such as weddings, where there is
some sign of an upturn, skilled photographers
are the key to creating memories for life. And
how does a photographer stand out? Through
fantastic light, of course.
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Several interesting growth opportunities
Although the market outlook for the near future
is uncertain, we are working for what we believe
in by constantly increasing our innovation. This is
reflected in our higher investment level in 2022,
with 10 percent of sales invested in research and
development. Our strategy continues to be to
strengthen our position as a premium brand
through product development. The professional
imaging market continues to grow, and there are
several interesting submarkets in which Profoto
has good growth opportunities, both organically
and through acquisitions.

| would like to take this opportunity to thank all
our dedicated staff for their drive and commitment
during the year and our shareholders for their sup-
port. | look forward to seeing what we can achieve
together in 2023!

Anders Hedebark
CEO
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Stable market and accelerated e-commerce

Flashes to create and shape light are an essential
part of professional photographers’ equipment
and account for a large proportion of the annual
investment photographers make in camera equip-
ment. The total market for lighting solutions is
composed of three main segments.

» Atotal of 30 percent of the market consists of
flash units not connected to the camera, i.e., Off
Camera Flash (OCF).

* Camera flashes mounted directly on the camera
account for 25 percent of the market.

» Atotal of 45 percent of the lighting market is
continuous light, light for a longer period of time.

Examples of other lighting solutions are light shap-
ing tools, such as umbrellas, reflectors, reflective
screens and radio units for image synchronization
and control of light units.

Focus on flashes
The flash market is divided into the following three
areas:

e Premium flash brands
» Low-price flash brands
* Global camera flash manufacturer

Profoto operates in the premium segment, target-
ing professional photographers and studios,
including in the area of e-commerce for fashion
and accessories. Low-cost brands target their
products at both professional and amateur
photographers. Global camera flash providers
cover a wider range of customers.

The flash market has successively consolidated,
resulting in just a few leading brands in each seg-
ment. The five largest players are estimated to

account for approximately 65 percent of the market.

Profoto has been offering premium products to

the studio segment since it was established in 1968.

E-commerce - a growing market

Following this year’s acquisition of StyleShoots,
the range of products for e-commerce photogra-
phy has been significantly broadened to include
the following scalable studio solutions:

» Flexible modular solutions with Profoto’s flashes
and light shaping tools that enable unlimited
creative lighting for image creation.

o Fully automated solutions with integrated soft-
ware designed to produce high volumes of
images, with a focus on high productivity and
efficient workflows.

In the studio segment, growth in e-commerce
photography solutions has accelerated in recent
years. Brands and fashion houses are investing
heavily to meet customer expectations in this sales
channel. This increases the need to visually pres-
ent products in a broader way than before, which
means that the number of images produced is
growing rapidly. Some fashion houses have even
chosen to set up their own photo studios to provide
the images they need. Overall, this encourages the
use of lighting solutions, especially scalable auto-
mated solutions, as the studio segment has high
demands regarding both productivity and quality
of visual content.

Since the number of images in a studio is very
high, speed and efficiency in the workflow become
crucial. The automated solutions that are used
must help to shorten time-to-market, i.e., the time
it takes to present a new product and make it
marketable online. The quality of the visual content
involves accurately representing the products,
both to facilitate the purchase decision and to
minimize the risk that the customer will later be
dissatisfied with the actual appearance of the
product and return it. Scalable, automated solu-
tions deliver high, consistent image quality in
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terms of light tone, ensuring that colors are
accurately reproduced. At the same time, perfect
images are taken from many different angles to
create the right feel for the products.

Increasing investments

Historically, the market for lighting solutions has
been stable, especially in the premium segment.
Customer investment in lighting solutions is
expected to continue to grow globally, due to
customers choosing to upgrade to better solutions
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The market for lighting
solutions is expected
toreach

SEK

o
billion in 2025

and choosing products with improved functional-
ity. In 2023, the market is expected to reach

SEK 8.2 billion, after which it is expected to grow
by 3-5 percent CAGR to SEK 8.9 billion by 2025.

Indirect sales drive revenue streams

Profoto’s main sales channels are dealers and
rental companies that sell or rent out professional
equipment to photographers and other end users.
These indirect sales currently account for about 84
percent of Profoto’s revenue. In the largest markets,

Profoto’s sales channels

(= Profoto

Direct - profoto.com

~ 5% of total sales

External distributors
~15% of sales

Rental studios/shops

Indirect
~ 84% of total sales

Direct - automated solutions
~11% of total sales

Owned subsidiaries
~ 85% of sales

Profoto’s main sales channels are dealers and rental studios/shops. These sales currently account for about

84 percent of Profoto’s revenue.

Profoto’s subsidiaries work with dealers and rental
companies, while external distributors do this in
smaller markets.

Regardless of if the distributor is a subsidiary
or an external distributor, the sales strategy is
designed to support our approximately 240
dealers and 300 rental companies.

Direct contact with customers
The company has established a direct channel to
customers through its online store Profoto.com,

which accounts for about 5 percent of sales. Ties
with loyal end customers can be strengthened
through Profoto.com. The online store is also used
to analyze buyer behavior and customer prefer-
ences.

Through the acquisition of StyleShoots, we now
also have a direct sales channel to e-commerce
studios.
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Focus and flexibility generate profitable growth

By focusing on what we do best, which is delivering
lighting for professional photographers worldwide,
we live up to our vision of “Great light in every
image.” It also entails investing in technology and
innovation.

At the same time, we are efficient by outsourcing
the more general tasks. By focusing on what we do
best allows us to shorten decision chains, which
gives us a more scalable business operations.

Strategies

Our successful growth journey is based on three strategies. Together, these help us work
efficiently and develop innovative products for the world’s leading photographers and studios.

Product development Brand

Right from the very start, we
have strengthened our posi-
tion as a leader in lighting
technology and successfully
launched new product innova-
tions. The power of develop-
ment is thus our origin and
also our future, where new
innovative products and
solutions drive growth.

and inspiration.

Profoto is a premium brand
used by leading photographers number of core activities where
and studios. Our high quality
products make it possible for
customers to develop, due to
their ease of use and global
availability, as well as learning

Focus

We focus our resources on a

we add the most value. Other
parts of the business are out-
sourced. This focus makes us
resource-efficient and more
flexible and also ensures
Profoto’s access to the right
external expertise.

Our job is to make it easier to create amazing
images by offering education and light shaping
products to all ambitious photographers world-
wide, enabling them to expand their creativity
and fulfill their visions.

Growth strategy

Based on our strong position as a supplier to professional photographers and our focus on what

we do best, we have identified three growth areas:

Light shaping for
professional still
photographers

To offer light and

light shaping tools for

still photography.

Growth area
E-commerce

workflow solutions

1. Acquisitions

2. Organic growth To offer complete software

and hardware solutions
for high studio
productivity.

Core

1. Organic growth
2. Acquisitions

Growth area

1. Organic growth
2. Acquisitions
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Via more than 20 brands, BESTSELLER offers clothing
and accessories to different target groups. The family-
owned retailer sells products online, as well as through
stores and chain stores worldwide. The products are
marketed under brands such as Jack & Jones, Vero
Moda, Selected, Only, Mamalicious and others.

BESTSELLER

Creates high quality visual content for its brands

Flexible photography
BESTSELLER’s studio team photographs
around 2,500 products every month.

“Because we work with several brands,
we shoot many different types of clothing
- for men, women and children, as well as
accessories, home products and some-
times perfumes,” says BESTSELLER’s
Production Manager Adam Fedorowicz.

Target groups and style ideals differ
between brands, and this affects the way
work is structured.

“Each client has specific technical
requirements and creative directions.
That’s why we have to be very flexible and
specialized in different types of photos.”

“As we see it, producing large volumes
of images successfully relies on a couple
of basic conditions - the quality of the
light being consistently good and the
productivity of our teams being high.
Profoto supports us in all of these areas,”
says Fedorowicz, referring to what is
crucial for developing strong e-com-
merce content.

Reliability important

In order to keep customers satisfied and
return rates low, it is important to create
visual content with a high image quality.
Lights and colors need to create the right
atmosphere, so that what customers see
and order online is also what they

experience when the goods are unpacked.
With the user-friendly, reliable equipment
and the fast workflow, Adam and his
colleagues have been able to shorten the
time it takes to present a new product
and make it marketable online - from two
weeks to three hours.

“Reliability is one of the main advan-
tages of Profoto’s equipment. This is
crucial for those like us who produce
images in such high volumes. Equipment
failures could cause long delays and
ultimately make customers unhappy,”
continues Adam.

The studio team uses Profoto D1
flashes in combination with RFI Soft-
boxes and umbrellas for pack shots.
ProHead Plus flashes and Pro-10 Packs
are used for model images.

“When we use Profoto, we don’t
have to worry - even after working for
eight hours straight,” concludes Adam.
High, consistent light quality, flash after
flash, and the right color temperature
and exposure ensure a high-quality
production that lives up to our standards.
We have used Profoto from the very
beginning and have not even considered
any other brands.

Sustainability Annual Report
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A.K. Rikk’s is a retailer of men’s and women’s clothing,
shoes and accessories in the luxury segment. It has
successfully developed its e-commerce business with
the help of Profoto Automation. The company found a
solution that has become a game changer in visual
content production.

Profoto Automation

- agame changer when A. K. Rikk’s creates visual content

Flexible photography

The store has over 16,000 products.
This wide selection led A.K. Rikk’s to
take the plunge and start investing in
e-commerce in 2015. To ensure online
competitiveness, a photo studio was
established, focusing on smooth work-
flows in the production of visual content
- in a process that the studio team can
optimize. After a while, Adam McKeague,
Director of Technology and Design,
discovered Profoto Automations’ auto-
mated solutions.

Workflow optimization

AK.Rikk’s now uses Profoto Automa-
tions’ automated solutions - 1 Horizontal,
1Vertical, 2 Live and 1 Eclipse. This has
enabled A.K. Rikk’s to streamline its
own team and focus more on styling
the products. By removing unnecessary
tasks and optimizing the workflow, the
team has established and successfully
developed e-commerce and social
media operations via the automated
solutions.

The wide variety of styles, sizes and
materials makes it difficult to photo-
graph bags, shoes and accessories
correctly. Successful shoe photog-
raphy typically requires some kind of

light-reflecting surface, a camera, studio
lighting, a diffuser, reflector, stand and
editing software.

A goal of combining all these elements
into a single product resulted in Eclipse
2018 - a powerful plug-and-play
machine that shoots, edits and exports
still images and videos of shoes and
accessories in just minutes.

A game changer

The implementation of this compre-
hensive, automated solution has been

a game changer for A.K. Rikk’s. With the
rotating table and 4-axis robotic camera
movements, the team can get perfect
images from different angles.

“You can get the same angles and the
same lighting with the click of a button.
In just 45 seconds, Eclipse goes through
six images and automatically edits the
videos together. It saves a lot of time in
post-processing,” says Greg Szudzik,
product stylist at A.K. Rikk’s.

With the Profoto Automation
equipment, A.K. Rikk’s gets extremely
detailed images of its products. One
reason for the studio only using Profoto
StyleShoots solutions is that it saves a
lot of time - both in preparation and in
post-production.



Annual Report 2022

Operations

16

When Profoto was founded in 1968, the goal was to
create the world’s best flashes for the world’s best
photographers. Through different eras, technologi-
cal changes and photographic trends, we have
remained true to that goal, and continuous innova-
tion and forward-thinking product development
have always kept us ahead of the curve. Going for-
ward, we will continue to develop and launch new
products that add value for customers, such as
better performance, smoother product control and
more attractive design. By developing new prod-
ucts - and upgrading the ones we already offer -
we keep pace with how the needs and require-
ments of our existing customers change. At the
same time, we utilize Profoto’s innovative products
to reach entirely new customer groups.

Greater choice of products, more areas of use
Our product range originally started with flashes for
professional photographers in studio environments.
Since then, it has been expanded as a result of inno-
vation and technological improvements, to create a
wider range of products with many different areas
of use. With this strategy, we have successfully
expanded into existing and new product categories
and customer segments. Regardless of whether
photographers are working on-location or in the
studio, we give them the best possible conditions
for creating and shaping light, for example through
products that are easy to carry, set up and use.

We now also offer automated solutions for studios
in areas such as e-commerce, where the focus is
on efficient workflows and high-volume photogra-
phy. The current products are divided into the areas
lights and accessories, and automated studio solu-
tions. The product range includes hardware and
software. Several of the solutions also enable
synchronized communication between devices

Innovative products and solutions drive growth

for optimal performance. In addition, the products
have built-in software that is wirelessly updated.
This ensures that the customer always has access
to the latest version with the best performance.

Practical product development

The strategic research and product development is
done internally. We have our own teams of experts
in the areas of Image Technology, Power Electron-
ics, Connectivity, Embedded Software and Product
Design / Mechanics. The teams consist of around
fifty people working on web and technical develop-
ment. Through a continuous process of idea gener-
ation, new product ideas and product plans are
developed based on expressed and anticipated
customer needs. This systematic process is linked
to a detailed lifecycle management in which each
product in the range has its own strategy - from
initial launch through new updates to product dis-
continuation. This approach has enabled success-
ful growth for Profoto in various customer groups.

Ongoing launches

The plan is to drive further growth through product
launches. Just in 2022 several new innovations
were launched, such as Profoto Connect Pro, a
new generation of cordless triggers that commu-
nicate seamlessly with the flashes and give the
photographer full control, including absolute
brightness feedback from flash to trigger. For large-
scale photo production for e-commerce, the 100
channels available for transmission are an import-
ant innovation. Another example is the Profoto A2,
which is the smallest and lightest compact flash
we have ever developed. It is easy to pack for
on-location photographers, and the built-in AirX
connector means the A2 can be used with both a
traditional camera and an iPhone.

Research and development, 2022

>50
a4
73
21

Research and development

>10%
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Profoto Connect Pro + Profoto A2

Profoto Connect Pro

Profoto A2

This new generation of cordless
triggers communicates seam-
lessly with all flash units and
gives the photographer full
control.

Easy control

Profoto Connect Pro not only
connects the camera to the vari-
ous flashes, but also provides
complete control over each indi-
vidual flash and exact settings.
This is possible because

Connect Pro uses our AirX tech-
nology. Control of the flashes
can be done from the trigger on
the camera or via the Profoto
Control app, which mirrors the
settings.

Simple interfaces

All the necessary information is
presented on the large display
through a simple, intuitive inter-
face. This allows the photogra-
pher to focus on the image

instead of spending time
navigating menus and changing
settings. Battery life has been
improved compared to previous
controllers, and rechargeable
batteries can also be used. AirX
technology also updates the
software wirelessly through

the app.

The Profoto A2 is small, light
and easy to pack for on-location
shooting. It’s no bigger than a
soda can in size, making it our
smallest and lightest compact
flash ever.

Straightforward

in all situations

With A2, you can make the most
of any task. It’s the flash for the
photographer who travels, is con-
stantly on the move and therefore

needs equipment that’s easy to
take along - regardless of loca-
tion. Like all our light units, the
A2 is easy to use. It takes no
time at all to unpack and fire the
first flash.

Built-in AirX

Thanks to the built-in AirX con-
nector, the A2 can be used with
both a traditional camera and an
iPhone. What’s more, photogra-
phers themselves choose where

to make the settings - via the
user-friendly display on the A2
flash, Connect Pro or the Profoto
Control app.



Profoto Annual Report 2022

18

Leading photographers and studios choose Profoto

The world’s best photographers and studios have
been using Profoto products for more than 50
years. For both these customer groups, the brand
is synonymous with premium products and has a
premium position in the market. The brand’s posi-
tion is based on the high quality and reliability of
its products. They provide users with uniquely
beautiful light in theirimages and ensure efficient
workflows in high-volume studio environments.

Our leading technology enables short flash
duration, fast recycling times and a wide power
range. Allin all, it always produces the same high
level of quality. Moreover, the products are intui-
tive, robust and easy to use. This allows photogra-
phers and studio teams to focus on creativity to
produce the very best images.

Spreading knowledge and inspiration

To inspire and educate customers, we focus on
digital activities such as the Profoto Academy,

our online photo education course. This gives
photographers and other artists the opportunity to
learn more about light and light shaping. During
the year, the Profoto Academy added several new
courses. At the end of 2021, Share the Light was
launched. This is a free knowledge hub accessible
via profoto.com, where photographers share their
lighting knowledge and learn from each other.
Share the Light - which started as an idea in 2021 -
grew in 2022 and is now also linked to a curated
feed on Instagram. The functionality is gradually
expanded based on interests and needs.

High service and accessibility

Leading photographers and studios want access
to Profoto’s premium products, no matter where
in the world they are working. Our flash solutions
are sold and rented in 58 countries. Dealers, rental
shops and rental studios are carefully selected to
ensure that they offer the right accessibility, ser-
vice and expertise. The dealers also

provide added value to customers as they have all
photo-related products, such as cameras, flashes
and accessories.

Alongside professional photographers, e-com-
merce - mainly in fashion - is an important and
growing customer segment. Here, the volume of
images is very large, while there are many repeti-
tive processes in the practical work. The focus is
on streamlining workflows to create high-quality
images and moving content. Profoto’s offer is
based on more modular solutions, where the
customer chooses the optimal setup from
Profoto’s range of flashes, light shaping tools
and automated solutions.

Products at a premium price

Our premium products reflect quality, reliability,
ease of use and global accessibility. Together,
these customer values allow the products to be
priced at a premium. We apply uniform pricing
globally, and in sales to dealers, discounts and
price reductions are strictly limited.

PHOTO VICTORIA WILL
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1+1 equaled 3 when Ahmad and
Donté joined forces to create
AB+DM Studio. The partnership
has paved the way for a creative
evolution,where light acts as a
brush and gives the images the

duo’s unique signature.

AB+DM Studio

The art of painting with light

Americans Ahmad Barber and
Donté Maurice had been working
as photographers in their own
careers when they formed their
creative partnership in 2018.
Ahmad had a background in
fashion photography, while Donté
worked with other types of
portraiture.

“There weren’t many Black

photographers working together.

And a lot of people didn’t believe
two photographers could work
together at all. So we decided
to do the impossible, mainly
because we have so much con-
fidence in each other’s visions
when it comes to taking photos,”
says Donté.

“Since then, the partnership

has paved the way for an evolu-
tion, where we enrich each other
- when putting together a mood
board, discussing lighting, and in
the creative process in general,”
says Ahmad.

The breakthrough was in 2020
when they photographed the
young celebrity Zendaya for the
cover of InStyle Magazine. Those
fresh, innovative images elevated
their careers. Today, magazines
like Vanity Fair, Elle, GQ and Time
are all lining up to hire these
young, ultra-coveted photogra-
phers. In addition to creative
covers for fashion magazines,
they also take celebrity portraits
and shoot for ads across the US.

Painting with light

Light is the element they work
with the most in their creative
process. Ahmad and Donté liken
it to choosing a brush when
working on canvas - a process
based more on emotion and care
than on technical considerations.
In addition, when making their
choices and shaping the light,
they work with stylists, makeup
artists, and everyone else who
plays a key role in achieving an
excellent final result.

“We start from the mood and
tone that we want to create in the
image, as well as how to enhance
the features and character of the
person we're photographing. "A
lot of this is about developing,

improving, or changing the exist-
ing light - using the flashes and
light shaping tools we have to
work with. That’s how we elevate
the object and give the image
our own signature,” says Ahmad.

It is equally important to
handle the equipment properly
for effective rigging. Sometimes,
they only have a few hours for a
job, and when the model has to
make multiple changes, they
have to work quickly.

“Then the light has to be
arranged so the shoot goes as
quickly and smoothly as the
circumstances require,” he
continues.

Perfectionists

As their creative collaboration
has deepened, the view of light
has also changed. Ahmad used
to see light as secondary, and
other conditions as more import-
ant. Meanwhile, Donté primarily
relied on natural light. They now
have the same view of the strong
importance of light and of all

the practical aspects that have
to be right for the result to be
successful.

“Clothing, skin tone, the sur-
rounding environment, and so
much more play a role when we
set the light,” says Donté. “And
we’re perfectionists who don’t
quit until it’s all exactly the way
we want it.”

Profoto has a special place in the
hearts of Ahmad and Donté. It
comes from having confidence
in the various products used in
virtually every shoot.

“For us, there is no alternative
- it has to be Profoto,” says
Ahmad. “Before the break-
through, we were happy with Bis
or Als, but since things took off
for AB+DM Studio, we're using
more light, such as Pro 8s, Pro
11s, Pro Heads and light shaping
tools like umbrellas and soft-
boxes. The products never
disappoint and can be used in
creative ways that make our
images visually interesting.”
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Focus on what creates the most value

Our core activities are in the areas of product
development/R&D and sales and marketing. This
is where we invest our own resources. Functions
and services that are outsourced include produc-
tion, warehousing, logistics, accounting, IT services
and repairs not related to core activities.

This division is supported by the flexibility of our
approach, which focuses on operational efficiency
and appropriate control. This means that every-
thing routine and non-value-adding is removed
from the organization, leaving Profoto’s resources
to be used efficiently and effectively. The strong
focus on product development / R&D can be
attributed to the key role that innovation and an
entrepreneurial spirit have always played in our
growth and expansion. From the start, Profoto has
been a customer-centric company focused on
developing new products and improving existing
ones. Through successful product launches, the
company has gradually fortified its position as one
of the leaders in technology, reached new customer
groups and expanded Profoto’s market.

Ensuring expertise and flexibility

Outsourcing provides a scalable business model, a
better focus on cost control and reduces the need
for in-house investment in plant, machinery and
equipment. We maintain strategic control over the
activities that are important to the development of
our business operations. And we use in-house
managers even in the parts that are outsourced.

At the same time, we free up time and resources
internally because the execution is outsourced to
external specialists. We gain increased flexibility
and access to expertise in the areas that are out-
sourced. The business model thus supports an
adaptable approach, where the focus is always on
ensuring operational efficiency. In addition to scal-
ability, the model has also contributed to strong
growth in volumes and new products, as well as
improved margins.

Challenging and stimulating

To make the business model work, we have created
a skilled, high-performing organization with broad
expertise and considerable capabilities in a range
of areas, including development and sales. At the
same time, our focus on certain core activities
helps attract and retain talented employees with
relevant skills. This results from the outsourcing of
routine tasks and the shifting of everyday work to
more challenging projects and tasks that are
stimulating for employees.
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and target achievement

Target

Outcome

Target achievement

Net sales growth

Profoto’s objective is to achieve
organic net sales growth in
excess of 10 percent in constant
currency over time.

-1

Organic growth in 2022 totaled
-0.8 percent (44.1). Sales were
affected by market uncertainties
created by interest rate hikes,
inflation and rising electricity
prices, which resulted in a wait-
and-see attitude among our
customers.

Profitability

Profoto’s objective is to achieve
an EBIT margin of 25-30 percent,
while maintaining year-on-year
growth in EBIT.

30

The adjusted EBIT margin for
the full year was 30.3 percent
(32.3). The strong EBIT margin
was a result of good operational
efficiency in the business.
Adjusted EBIT totaled 2022
SEK 257m (237).

Dividend policy

Profoto aims to pay out at least
50 percent of net profit, while
taking into account other factors
such as financial position, cash
flow and growth opportunities.

83

The Board of Directors proposes
a dividend of SEK 4.00, which
amounts to a total of SEK160m
and corresponds to 82,5 percent
of net profit. The proposal is based
on Profoto’s strong financial
position and estimated future
cash flows.
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Share trading and share performance in 2022 out in May and June 2021. According to the 30-day quiet period. Profoto’s Annual Report is X
The closing price on December 30, 2022 was Articles of Association, the share capital may not available on the Group’s website. Interested parties ~ Shareholders Ownership
SEK 92.80, and market capitalization was thus be less than SEK 500,000 and not more than can subscribe online to receive financial reports.
SEK 3,712m. The share price development since SEK 2,000,000, and the number of shares may
the listing on July 1, 2021, at SEK 66.00 and until not be less than 20,000,000 and not more than Dividend proposal \
December 30, 2022, was 36 percent, comparedto ~ 80,000,000. The Board of Directors proposes a dividend of
OMX Stockholm Pl which decreased by 15 percent SEK 4.00 per share, totaling SEK160m.
in the same period. The highest price quoted Shareholders
during the fiscal year was SEK 124.00 and the low- On December 31, 2022, Profoto had 1,631 share- Financial targets
est was SEK 72.50. The number of shares amounts  holders. The ten largest shareholders held shares » Profoto’s objective is to achieve organic net
to 40,000,000. Around 4 million shares were corresponding to 84.0 percent of the votes and sales growth in excess of 10 percent in constant
traded during the year. capital in the company (see table). Foreign owners currency over time. 4 dish
accounted for five percent of shareholders. . ‘s ahientiva i ; ; ©® Sweden 93% ©® Swedish private

Share capital & share capital trend P Efr%fgig Zgbjeotlve 'S to-aChle-V e an EBIT margin ® Germany 1% individuals 62%

) . . percent, while maintaining year-on- s ael o
The share capital of Profoto amounts to SEK Stock market information year growth in EBIT Denmark 1% ® Swedish institutional
500,000 divided into 40,000,000 shares, with Profoto strives to provide the stock market with ’ Finland 1% shareholders 24%
a quota value of SEK 0.0125 per share. There is clear and relevant information. Financial informa- » Profoto aims to pay out at least 50 percent of Other 4% Foreign institutional
only one class of shares and all shares carry equal tion is mainly provided in the Annual Report, the net profit, while taking into account other factors shareholders 5%
rights (see table). In preparation for the listing on Year-End Report and three interim reports. Prior to such as financial position, cash flow and growth Anonymous
July 11,2021, a bonus issue and split were carried the publication of the reports, the company holds a opportunities. ownership 1%

Other 8%
Top ten shareholders Ownership by holding The Profoto share
Number Number Number of SEK

Shareholders of shares Capital, % Votes, % Size class ofshares shareholders 150 — Profoto OMXSPI
Anders and Helén Hedebark' 15,127,321 37.8 378 1-500 140,705 1,412
Conny Dufgran 6,038,000 15.1 151 501-1,000 63,280 77 120
Lannebo Fonder 3,624,992 9.1 91 1,001-50,000 768,830 106
Lovisa Hamrin (Herenco) 2,514,295 6.3 6.3 50,001 - (including
Svolder 2,305,000 5.8 5.8 anonymous ownership) 39,027,185 36 90
Hans Eckerstrom 1,230,508 31 31 Total 40,000,000 1,631
Enter Fonder 1,062,648 27 2.7 60
Deka Investments 600,000 1.5 1.5
Nordnet Pensionsforsakring 595,571 1.5 1.5
Investering & Tryghed A/S 488,259 1.2 12 30 > .« & © O > .« & @
Total top 10 shareholders 33,586,594 84.0 84.0 P PR TSI TP TS S PR TS
Total other shareholders 6,413,406 16.0 16.0 2021 2022
Total shares outstanding 40,000,000 100.0 100.0

1) Ownership through Burken Invest AB



Profoto Annual Report 2022 Overview Operations

Sustainability

Annual Report 23

Investment case
B reasons to invest in Profoto

Profoto benefits from the entrepreneurial spirit and drive originating
from its founders, Conny Dufgran and Eckhard Heine. The management
of Profoto has deep industry knowledge, both in terms of customer
relationships and know-how within photography as well as within
marketing, branding, product development and sourcing. The manage-
ment is also well educated, many with dual university degrees.

Leading positionina

global niche of the rapidly

changing and growing
image and content
creation market.

Premium brand used by
leading photographers.

3=5

Estimated market growth

Source: EY Market Analysis Reporthttps://investors.

profoto.com/sv/wp-content/uploads/
sites/3/2021/05/ey-market-analysis-report.pdf

2 X

Profoto’s market share is
twice that of its nearest
competitor in the premium
segment

Source: EY Market Analysis Reporthttps://investors.

profoto.com/sv/wp-content/uploads/
sites/3/2021/05/ey-market-analysis-report.pdf

Scalable business model
with continuous focus on
core activities and inno-
vation to drive profitable
growth and expand the
addressable market.

ST

Increase in EBIT margin
every year since 2001

Global market strategy
with an efficient sales
organization.

>240

Dealers

e 8 main markets
* 58 countries

 High barriers to entry for
small local operators

Long-term organic
growth combined with
exceptional profitability.

Proven ability to grow organically
with increasing profitability

2022 2001 CAGR!'
SEIES 848 89 11.1%

Adj.EBIT
margin? 30.3% 9.8% 5.5%

1) Average annual growth rate

2) EBIT margin 2021 adjusted for IPO expenses of
SEK 25m. 2022 adjusted for costs of SEK 8m related
to acquisitions.
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Sustainability

Our three material areas

This Report has been prepared in accordance with Chapter 6, Sections 10-14 of the Annual Accounts Act. It covers the Profoto Group.

Three main areas
Profoto’s sustainability work focuses on three areas:

» Competent and engaged employees

» Products that are the first choice among
customers

« Transparent supply chain

These areas are considered to be crucial for ensur-
ing a business that is sustainable in the long-term,
in line with our business model. As part of the
follow-up work, key indicators have been devel-
oped for all areas.

Dialogue with stakeholders

The focus of the sustainability work was developed
in dialogue with various stakeholders. Through a
materiality analysis, they gave their views on the
areas we should work on. The analysis was done
on the basis of the social, environmental and
economic impact of the business operations. The
issues that were considered by the stakeholders to
be important or very important, and where Profoto
has a high or very high impact, were summarized
as being our three key sustainability areas. In addi-
tion, business strategies, internal policy documents,
and industry and environmental analyses form the
basis of the sustainability work.

Active management

The Board of Directors bears overall responsibility
for the work with sustainability. Coordination of the
efforts in the areas of environment, employees,
human rights and anticorruption has been dele-
gated to the Executive Director, who is effectively
responsible for these issues.

The sustainability work is based on the following
internal governance documents: Supplier Code of
Conduct (SCoC), Anti-Bribery and Anti-Corruption
Policy, Anti-Stress Policy, Work Environment
Policy and a Trade Sanctions Policy. The Board of
Directors has adopted the Anti-Bribery and
Anti-Corruption Policy and the Trade Sanctions
Policy, which governs sanction issues between
countries and business partners. Other guidelines
have been adopted internally by the company.
The sustainability work - with associated risk
analyses - is evaluated regularly, for example via
the quarterly strategy dialogue that has been
conducted with all employees since 2022.

Increased focus on the climate

During the year, various climate-related measures
were developed. The stronger focus on carbon
emissions and climate change is linked to growing
legal and regulatory requirements globally, as well
as Profoto’s desire to take clear responsibility for
the climate impact of its business operations - in
scopes 1, 2 and 3*. A natural first step is identifying
where in the value chain we make our climate
impact. In parallel, the best measurement and
analysis models for clarifying the company’s own
climate footprint are identified.

*) According to the Greenhouse Gas Protocol (GHG), which is the most common international methodology for calculating greenhouse gases.

Our sustainability priorities

Focus area Employees Customers’ preferred Suppliers
choice
Priorities « Recruitment » Active customer « Industrial approach to
« Skills development dialogue quality and efficiency
» Work environment * Ef‘fective,susltainable « Accountability - Code
« Equal opportunities product development of Conduct
* Product safety « Audit and control
Targets and Employee engagement Percentage of repairable Percentage that signed
achievement 1-5 (Target 4.0) light units (Target 90%) the SCoC (Target 75%)
of targets

Number of complaints
(Target< 0.5%)

| 0.18%
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Employees

Profoto runs a highly efficient, creative, but also
challenging international business. To achieve this,
we need motivated and committed employees
who thrive in a high-performance environment and
have the potential to grow within the company. We
enable this by providing clear requirements regard-
ing personal development and performance. To
support this, we contribute professional leader-
ship, with the attitude and potential of each individ-
ual being the starting point for recruitment.

The work focuses on four areas:
e recruitment

« skills development

e equal opportunities

« work environment

Pinpoint accuracy for recruitment

Our recruitment efforts underpin Profoto’s profit-
able growth. That’s why we take extra care when
recruiting new employees. To hire the best, we use
objective evidence-based selection methods,
which involve testing to ensure that the recruitment
is accurate and that we hire based on potential and
attitude. We assess areas such as individual ability,
personality and motivation to find more top per-
formers who can help us not only achieve, but
exceed the high standards we set for ourselves
and the business.

We only hire people who have the ambition and
energy to maintain highly efficient, agile business
operations. In return, we offer a challenging and
stimulating work environment, but also lots of
responsibility and opportunities to grow in a
company with innovative and technologically
driven international operations.

Employee development through self-leadership
We put the development of the individual at the
heart of what we call People Before Company. This

135

Gender distribution Employees

4

@ 98(60) men ® EMEA 106 (62)
® 37(33) women ® APAC13(15)
Americas 16 (16)

means it is the employee’s development and ambi-
tions that guide the leadership. High ambitions and
development potential are the starting point for
role assignments, which always take into account
the employee’s capacity to quickly take the next
step in their career.

Profoto’s values guide employees in also helping
outside their specific area of responsibility, making
demands of each other including their manager,
and driving change and development in line with
increased responsibility. During the year, work on
target management processes, which began in
2021, was pursued in more depth. With regard to
employee development, this means that individual
development plans are reviewed and updated
quarterly with the relevant manager. In this

Profoto - an employer that provides equality

Profoto is a company that values equality - as shown
in the 2022 review of equality in Sweden’s listed
companies conducted by the Allbright Foundation.
This is because Profoto has a good gender balance
in the management team (40/60) and is thus placed
on Allbright’s Green Stock Market List. Only 19 per-
cent of all listed companies qualify for the list and
are considered to be “green.” This annual review has
been carried out since 2012. It is based on survey
responses from the CEO and employees.
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process, employees are given considerable Working environment and follow-up

personal responsibility, with the pursuit of To maintain an attractive, healthy working environ- & Target: Employee
ment, all managers are responsible for holding an : engagement (eNPS)

quarterly development targets that make them
more effective in their roles being important.

As part of the enhanced target management,
Profoto’s business strategies are evaluated on a
quarterly basis. As strategies change, there is a
need for flexibility and drive among employees,
who contribute to growth for the company as a
result of their own development and individual
skills development plans.

More equal gender split

Profoto is very much an engineering company,
and these typically have more male than female
employees. At present, the proportion of women in
the company is 27 percent. We think this is an
acceptable gender split, which is in line with the
balance for recent graduates from higher educa-
tion in technical subjects. At the same time, we
want to attract more female applicants to our R&D
department, for example, as well as to other parts
of the company. To continue to shift the split,
women are prioritized if there are two equally quali-
fied applicants in a recruitment process. We have
also noticed that relatively small adjustments in the
recruitment process can make a difference and
attract more women, including changes in the way
recruitment advertisements and other information
materials are designed.

Four out of nine members of the management
team are women. Three out of six members of the
company'’s Board of Directors are women. Regard-
ing working conditions, we ensure equal pay for
people in equivalent positions, regardless of
gender. Furthermore, employees should not be
disadvantaged as a result of parenthood, which
includes pay levels. We have a positive view on
parental leave for both men and women, and offer
the opportunity to work flextime.

annual stress workshop with their employees. If
needed, employees also have access to an exter-
nal coach/therapist who can offer individual
coaching and provide stress management tools.
This year’s employee engagement survey was
done by 87 percent of all employees. The result
shows that our engagement index is 4.3 (4.0) out
of a maximum of 5.

Potential misconduct can be addressed anony-
mously via our whistleblowing function. In 2022,
no cases were reported.

Activities in 2022

* In-depth work on the target management
process linked to Profoto’s overall business
strategies.

» Stronger link between the company’s strategic
direction and the employees’ development
plans.

o Improved feedback between managers and
employees.

* Greater focus on self-leadership.

Risk

Our biggest risk is that Profoto will not be able to
secure the supply of skills needed, which could
affect the company’s ability to grow and develop
profitably.

should be >4.0

Employee engagement is
one of ourimportant KPlIs.
In 2021, we switched from
the Satisfaction Index to
the Engagement Index as
amore modern way to
measure the health of the
organization. The manxi-
mum score is 5.

4.0 43

2021 2022
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Customers’ preferred choice

Being close to customers in this way makes it actors such as distributors, dealers and rental regulated via industry requirements and regula-

easier for us to identify requirements and wishes, companies. All these are registered by the service tions, such as REACH (chemical substances), Target:'Percer.ltage
which are then implemented in Profoto’s powerful department. They are followed up weekly by RoHS (heavy metals, flame retardants) and regula- of repauable light
product development. The dialogue with profes- cross-functional teams including representatives tions regarding CE marking (environment, health units should be >90%

sional photographers and studios thus helps us
improve what we offer, so that our products are the
first choice for our customers. We use various
channels to reach out to customers - ambassa-
dors, focus groups, databases for downloading
product information, social media, online courses
and more. This ensures a customer dialogue from
which we benefit in terms of the development of
performance, usability or other improvements that
customers appreciate.

“Built to last” - long-term sustainability

Our products are robust and durable, making them
long-lasting. We call this “built to last,” and the
approach is evident in all our product development.
The products should not only be durable, but also
work in the entire ecosystem of lighting solutions
offered by Profoto. This means they need to be
able to interact with each other, so, for example,
new, improved software is developed for existing
products and connections and interfaces are
extended or improved so that more products can
be seamlessly used together.

Strategic product development is currently con-
ducted in relatively short planning cycles, lasting
six weeks. These shorter perspectives facilitate
detailed planning and refinement of management
and control.

High quality of after sales

The long-term durability of the products also means
that the quality of repairs is high. In practice, this
means that flashes and light shaping tools must be
repairable so they retain their functionality for a
long time. We have a wide network for repairs and
returns handling, which also includes external

from R&D, quality development, sales, and product
management.

Safety is also important when repairing the elec-
tronic products we offer. That’s why certified ser-
vice workshops receive documentation regarding
Profoto’s service strategy, to ensure repairs are
always carried out safely and correctly.

Increased focus on life cycle assessment
The products we design should not only be robust
and easy to repair, but also have a limited impact
on the environment. To ensure these aspects are
also taken into account, the use of life cycle
assessments has continued in 2022, with more
focus on how products are used and transported.
During the year, analyses were carried out on two
products, one aimed at professional photographers
and the other at customers in the studio segment.
The results show that the way products are used
has a major impact on which part of the life cycle
has the greatest impact - the manufacturing phase
or the usage phase. This insight can be used to
refine products and for the selection of compo-
nents. Another conclusion of this year’s analyses is
that the cooperation with suppliers - regarding data
and information - needs to be developed further to
broaden the basis for future life cycle analyses.

Safety

Safety is another key area for Profoto. In 2022, no
serious safety incidents were reported in or around
our business operations. Throughout the develop-
ment and manufacturing process, rigorous analy-
sis and extensive testing of all products is carried
out, both internally and by independent testing
institutes. A number of safety aspects are closely

and safety).

The use of li-ion batteries is an area of risk.
Profoto purchases these products from well
established suppliers. Their handling is therefore
governed by our Supplier Code of Conduct and by
comprehensive regulations for the protection of
human life and health.

Activities in 2022

» Continued work on life cycle analysis, with
pilot studies of products aimed at professional
photographers and customers in the studio seg-
ment. One conclusion is that energy consump-
tion differs between product categories, which
is linked to different customer usage patterns.
The results of the analyses are used as a basis
for product development work.

» During the year, the work on assessing Profoto’s
climate impact has been developed further.
A natural first step in this work has been identify-
ing where in the value chain we have the great-
est climate impact.

Risk

The biggest risk is that we cannot meet customer
expectations regarding product leadership. This
would damage Profoto’s reputation and brand,
which could ultimately lead to lower sales and a
reduced ability to invest in more sustainable
products.

81 79 80

2020 2021 2022

Target: Percentage
of products that do
not meet customer
expectations should
be <0.5%

0.47

0.29

0.18

2020 2021 2022
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Transparent supply chain

The work with our suppliers will ensure that the rights, labor law, the environment and combating Audits are carried out pursuant to a model that

quality of our partner companies is as high as that corruption. Currently the priority is to ensure emphasizes suppliers compliance with the Code Target: Percentagg

of Profoto’s own operations. Suppliers must have Profoto’s major manufacturing suppliers are cov- of Conduct and assesses their industrial capacity of our'manufacturmg
the required technical excellence, share our view ered by the SCoC. In addition, all suppliers must and capability. The evaluation thus becomes part SE‘PPI'e’S that have

on the importance of efficiency in everyday work comply with RoHS and REACH and ensure that of a dialogue that is necessary in the joint develop- signed the SCoC

and our values on ethics and responsibility.

Industrial approach

We have extensive quality procedures to ensure that
Profoto’s products are robust, durable and always
associated with high technical performance. These
include processes for product development called
New Product Development (NPD), and the Produc-
tion Part Approval Process (PPAP), which is intended
to ensure the quality of production and is inspired by
similar processes in the automotive industry.

During the year, work has continued on further
developing and industrializing product development
and manufacturing - a process in which PPAP is
one of the tools that is used. The efforts are aimed at
the entire production chain - from design, which is
handled in-house, to assembly and manufacturing,
which is done by our partner companies. If this chain
can be characterized by greater consensus and a
more industrialized approach, several improve-
ments are achieved. For example, the design of
products can be made more cost-effective while
quality and production volume issues are addressed
in an even more accurate way. Other benefits of
streamlining internal and external work include
improved control, traceability and information-
sharing between Profoto and partner companies.

Ethical guidelines and accountability

The most important ethical guidelines in working
with suppliers are our Supplier Code of Conduct
(SCoC) and Profoto’s Anti-Bribery and Anti-
Corruption Policy. Our SCoC is based on the ten
principles of the UN Global Compact. The code
sets out our minimum standards regarding human

CE marking requirements are met.

Audit and control

Manufacturing suppliers are audited on an ongoing
basis according to the audit plan, which aims to
make sure suppliers reach up to Profoto demands
and guidelines. This plan is based on supplier his-
tory, risk assessments and random sampling. The
requirements include that each supplier must
comply with our SCoC or equivalent code. In 2022,
a total of 90 percent of our manufacturing suppli-
ers had committed to the code - up 10 percent
from 82 percent in 2021.

Audit plans are drawn up quarterly, in line with
the agreed annual plan. The audits focus on com-
pliance with the SCoC, on checking that compa-
nies meet the requirements, ensure a healthy
working environment (safety procedures, air quality,
noise level, temperature) for employees and
provide relevant skills development.

In addition, quality issues are reviewed in a pro-
cess similar to ISO 9001. A comprehensive review
of production is then carried out. This covers the
entire production process - from verification of
incoming goods to final delivery. The audit also
includes deviation management in production,
checking of changes in processes and work
instructions, and general monitoring of production
performance via relevant key figures.

The in-depth audit work started in 2021 has
continued in 2022. At the beginning of the year, the
Covid-19 pandemic limited the possibilities for
in-person visits. A total of ten suppliers were audited,
of which two were audited digitally and eight were
visited in person. No major deviations were identified.

ment of Profoto’s products.

Activitiesin 2022

* Work has continued on embedding a more
industrialized approach throughout the product
chain, with the aim of increasing efficiency and
achieving greater consistency between the
different product processes that are handled
internally and externally.

» The focus on industrialization has increased, to
further develop the work with suppliers and
ensure efficient and robust production.

« In addition to the review of suppliers, we have
continued to evaluate how the whole network of
suppliers should be designed. The goalis a
robust supply chain, but in the long term also
more suppliers that are closer to our operations
in Europe. At the same time, work continues to
secure dual sources for critical components. In
addition to high quality, environmental and logis-
tical aspects are prioritized in the network review.

Risk

The main risks are shortcomings in product quality
and ethical shortcomings among suppliers, for
example in relation to human rights, health and
safety issues and social responsibility. If these
risks are not managed in a forward-looking manner,
they could damage Profoto’s business operations
and reputation. For a more detailed description of
the Group’s risks and risk management, see the
Risks and risk management section in the adminis-
tration report on pages 32-39.

should be >75%

90
82

68

2020 2021 2022
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reporting areas

According to the Annual Accounts Act, Chapter 6,
§10-14, information is required about the four areas
listed below. Information about how the company
is managing these areas is integrated into Profoto’s
three focus areas on previous pages.

» Environmental impact mainly occurs through
contract manufacturers and other suppliers, and
is governed contractually through the SCoC and
screening processes when on-boarding new
suppliers. More information about this can be
found in the supplier management section; see
page 29.

» Social aspects and employees are mainly dis-
cussed as part of the section Competent and
engaged employees and when describing our
various policies; see pages 26-27.

» Respect for human rights is described in the
SCoC, the Anti-Stress policy and the Work
Environment policy, and is covered in our sec-
tion Competent and engaged employees, as
well as in the Transparent supply chain section;
see pages 26-29.

» Prevention of bribery and corruption are
described in our Anti-Bribery and Anti-Corrup-
tion Policy, as well as in the Transparent supply
chain section; see page 29.

on the statutory
Sustainability Report

To the general meeting of the shareholders in
Profoto Holding AB (556810-9879)

Engagement and responsibility

It is the Board of Directors who is responsible for
the statutory Sustainability Report for the year
2022 and that it has been prepared in accordance
with the Annual Accounts Act.

The scope of the audit

Our examination has been conducted in accor-
dance with FAR’s standard RevR 12 The auditor’s
opinion regarding the statutory Sustainability
Report. This means that our examination of the
statutory Sustainability Report is substantially
different and less in scope than an audit conducted
in accordance with International Standards on
Auditing and generally accepted auditing stan-
dards in Sweden. We believe that the examination
has provided us with sufficient basis for our opinion.

Opinion
A statutory Sustainability Report has been prepared.
Signature on Swedish original

Therese Kjellberg
Authorized Public Accountant
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Directors’ Report

The Board of Directors and the CEO of Profoto Holding AB (publ) hereby submit the following Annual
Report and Consolidated Financial Statements for fiscal year 2022.

Key figures 2022 2021 2020 2019 2018
Consolidated Statement of Income

Net sales, SEKm 848 732 528 833 679
EBIT, SEKm 249 212 -12 222 183
EBIT margin, % 294 289 22 26.7 26.9
Adjusted EBIT, SEKm 257 237 56 222 183
Adjusted EBIT margin, % 30.3 323 10.6 26.7 26.9
Profit/loss for the period, SEKm 194 158 17 177 148
EBITDA LTM, SEKm 322 269 76 264 207
EBITA LTM, SEKm 299 247 25 245 192
EBITA margin, % 35.3 33.8 47 294 28.3
Net debt, SEKm 4 -134 -91 23 49
Net debt/EBITDA LTM 0.0 -0.50 -1.20 0.09 0.24
Cash flow from operating activities, SEKm 236 240 153 17 242
Earnings per share, SEK* 4.85 3.95 -0.44 443 3.7

* Calculated based on 40,000,000 ordinary shares, retrospective adjustment
For the definitions of the ratios and how they are calculated, please refer to page 73 “Explanation of alternative performance measures”

Business, organization and market

Profoto Holding AB (publ) with subsidiaries (“the
Group”) is a Swedish limited company with com-
pany identification number 556810-9879 and
headquartered in Sundbyberg.

Profoto is a global leader in the premium segment
of lighting solutions and systems for photographers.
Profoto develops, markets and sells lighting
systems for professional photography, such as
flashes, light shaping tools and automated systems
for e-commerce. End users are professional photo-
graphers and commercial customers, such as
large consumer-oriented brands and e-commerce
companies. Profoto’s products combine hardware
and software, incorporate leading-edge technol-
ogy and are robust and easy to use, allowing end
users to focus on what’s important - being creative
and taking the best photos. All end users are image
creators rather than just picture takers, and for

them light shaping is an essential part of the
process. The company sells its products through
dealers worldwide. Since 2018, Profoto has also
had its own online store, Profoto.com, where sales
are direct to end customers.

The Profoto Group had 135 employees at the
end of 2022. Profoto has wholly owned sales com-
panies in Japan, Germany, France, the UK, the US,
China, the Netherlands and Sweden. The sales
company in the Netherlands also carries out prod-
uct development. Profoto currently has sales in
58 countries. Although the company is Swedish,
only 2 percent of its revenue comes from Sweden.

Profoto has adopted a scalable business model
and outsources all non-core activities. These
activities include outsourcing of production, ware-
housing, accounting, IT, service and repairs, and
non-core R&D. This model allows greater flexibility,
as well as access to experts in the outsourced

fields. Profoto believes that focusing on what it
does best, product development, product design
and all aspects related to brand management, is
what will ensure the company’s position as the
premier provider of light shaping products.

The war in Ukraine did not have a material impact
on Profoto’s earnings or other operational aspects
in 2022. Since the second quarter some hesitation
among freelance photographers has been seen,
due to inflation and interest rate fears and lower
growth in demand from broad e-commerce com-
panies. They are experiencing weaker demand,
which has led to them postponing new investment
decisions.

Significant events during the year

* The previous financial target for net sales “to
over time, achieve a constant currency annual
organic growth in net sales of above 10 percent
and reach net sales exceeding SEK 800m by
2023” was updated to “over time, achieve a
constant currency annual organic growth in net
sales of above 10 percent”.

« As part of the strategy to expand in automated
e-commerce photography, Profoto Holding AB
(publ) acquired all the shares in the Dutch com-
pany StyleShoots Holding B.V. on April 6, 2022.
The purchase price totaled EUR 18m on a cash
and debt-free basis, corresponding to approxi-
mately SEK186m.

« Carl Bandhold has been hired and will join the
company in May 2023 as Vice President and
CFO.

Significant events after the end of the fiscal year

* The Board of Directors proposes a dividend of
SEK 4.00 (3.50) per share, corresponding to a
total amount of SEK 160m (140).

Revenue and profit trend
In 2022, the Group had increased sales and
improved operating profit/loss (EBIT) compared
to 2021.

Revenue for full-year 2022 totaled SEK 848m
(732), an increase of 15.8 percent. Adjusted for

currency effects, sales increased by 4.9 percent,
and adjusted for acquisitions by -0.8 percent.
Growth has thus been driven by currency effects
and the acquisition of StyleShoots. The increased
recessionary concern in the fourth quarter contrib-
uted to the organic growth from the first three quar-
ters of the year, driven by more open societies and
product launches, shifting to a slightly negative
full-year figure. Growth by region: Americas 16.6
percent, APAC -2.9 percent and EMEA 28.4
percent.

Operating profit/loss (EBIT) for the full year
totaled SEK 249m (212), an increase of 17.5 percent
as aresult of increased sales and improved gross
profit. Profit for the year totaled SEK 194m (158), an
increase of 22.9 percent. Adjusted EBIT for the full
year totaled 257 (237), and in the first two quarters
costs related to the StyleShoots acquisition totaling
SEK 8m have been adjusted. Adjustments for the
period 2021 related to IPO expenses (SEK 25m).

Other external expenses totaled SEK 166m (142)
for the year, with the increase mainly being attrib-
utable to an increased cost base due to acquired
companies and increased development costs.

Depreciation/amortization during the period
totaled SEK 73m (57), of which SEK 22m (22)
related to property, plant and equipment and SEK
50m (36) to intangible fixed assets. Of the depreci-
ation/amortization of intangible fixed assets, SEK
38m (35) consisted of depreciation/amortization
of capitalized development expenditure, SEK 11m
(0) of depreciation/amortization of excess value
from acquisitions and SEK 1 (1) of depreciation/
amortization of other intangible assets.

Other income amounted to SEK 32m (11), and
other expenses to SEK 26m (5). They consisted
mainly of realized and unrealized foreign exchange
gains and losses on accounts receivable and pay-
able. Net financial items were negative, totaling
SEK 6m (3). Realized and unrealized exchange rate
effects on financial items totaled SEK 2m (1), and
interest expenses SEK 5m (3). Interest expense
mainly related to interest on lease liabilities, utilized
overdraft credit and external loans.

The tax expense was SEK 49m (51), of which
SEK 36m (49) was current tax and SEK 13m (2) was
deferred tax. The effective tax rate for the period
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was 20.0 percent (24.4). The effective tax rate was
affected by a downward adjustment of final tax for
the previous year of SEK -5m in the Parent Com-
pany. Excluding the effect of this adjustment, the
effective tax rate was 22.2 percent for the full year
2022 and 21.9 percent for 2021.

Financial position

On December 31,2022, the Group’s equity totaled
SEK 391m (331). Consolidated net debt as of
December 31,2022, was SEK 4m (-134). Interest-
bearing liabilities totaled SEK 154m (72), attribut-
able to lease liabilities totaling SEK 50m (52) and
liabilities to credit institutions of SEK 70m (20) and
other interest-bearing liabilities of SEK 34m (-).
Liabilities have increased primarily due to the
acquisition of StyleShoots Holding B.V. for SEK
177m. Cash and cash equivalents decreased from
SEK 206m to SEK 145m; this change is explained
in greater detail in the “Liquidity and cash flow”
section.

Current receivables totaled SEK 111m (81), and
other current liabilities, excluding interest bearing
liabilities, totaled SEK168m (121). The change is
primarily related to deferred tax. Current tax liabili-
ties increased to SEK 19m (9) as a result of the
improved net profit. Accrued expenses and
deferred income totaled SEK 55m (55).

Liquidity and cash flow

Cash flow from operating activities for the full year
totaled SEK 236m (240). The decrease comes
primarily from a negative change in working capi-
tal driven by a decrease in other current liabilities
and an increase in inventories. The operating
profit for the year was SEK 249m (212), with the
change being explained by improved sales.
Change in working capital during the year totaled
SEK -74m (5) and was mainly due to increased
inventories and, to some extent, a decrease in
other current liabilities.

Cash flow from investing activities was SEK
-192m (-146), with the largest item relating to the
acquisition of StyleShoots Holding B.V. Cash
flow from financing activities totaled SEK -100m
(-135) and included dividend payments totaling
SEK -140m.

Research and development

Research and development aims to create new
products that can be launched on the market and
to develop mobile applications that complement
the user experience. The systematic process for
new product development coupled with detailed
product life cycle management, where all products
in the range are provided a strategy, has driven
sales and enabled Profoto’s successful growth
within existing customer groups.

Core research and development activities -
strategic research and product development - are
handled internally. Profoto has experts, in the form
of employees and consultants, in the fields of
Image Technology, Power Electronics, Connectiv-
ity, Embedded Software, as well as Product Design
and Mechanics in the tech areas of product devel-
opment and web development.

Research and development focuses on a steady
and high rate of product launches. Typically includ-
ing one to two major launches per year and several
smaller launches. The department develops and
manages unique, patented technology, mainly in
flash control, mobile photography and photogra-
phy accessories, such as light shaping tools. The
focus for development in 2022 has also been to
develop joint product offerings with the acquired
company StyleShoots Holding B.V.

New product ideas and plans are formulated
through a continuous idea generation process and
quarterly reviews of the product plan. Knowledge
of project management, electronics, mechanics
and product design are traditionally critical com-
petencies. In recent years, there has been growing
demand for embedded software, as well as image
processing, UX design and app development, to
provide a good user experience. Research and
development designs products for all categories of
photography in which the Group is active, for use
both inside and outside the studio. Examples
include commercial campaign photos, portraits,
product photography, weddings and events, and
mobile applications with camera and control
functionality for the Group’s products.

Total product development expenses for the
full year totaled SEK 85m (51). Total capitalization
of capitalized development expenditure during

the year was SEK 37m (22). The capitalization
relates to ongoing product development projects.
The Group’s expensed research and development
expenditure totaled SEK 48m (29). The expensed
research and development expenditure mainly
related to costs incurred in the feasibility phase,
as well as project-wide administrative expenses
that cannot be attributed to the development of
specific products. During the full year, SEK12m
(6) were invested in tools and equipment, mainly
related to ongoing development projects.

New products launched during the year were
Profoto Connect Pro, a remote control, and
Profoto A2, a small, handy and powerful flash
for portrait and wedding photographers, for
example. For more information on the products,
see page 17.

For more information on research and develop-
ment expenses, see Note 18 Intangible fixed
assets, as well as the Intangible fixed assets
section of Note 2.

Financial targets
The Group’s financial targets focus on growth,
profitability and dividend level and are defined as:

1. Growth: Profoto’s objective is to achieve, over
time, a constant currency annual organic net
sales growth in excess of 10 percent.

2. Profitability: Profoto’s objective is to achieve
an EBIT margin of 25 to 30 percent, while main-
taining year-on-year growth in EBIT.

3. Dividend level: Profoto aims to pay out at least
50 percent of net profit, while taking into
account other factors such as financial position,
cash flow and growth opportunities.

Corporate Governance Report
The Corporate Governance Report for 2022 is
presented on pages 40-46 of this Annual Report.

Sustainability
The 2022 Sustainability Report can be found on
pages 25-30 of this Annual Report.

The Profoto share

On July 1, 2021, the Parent Company Profoto
Holding AB (publ) was listed on Nasdaq
Stockholm’s Mid Cap index.

The number of shares in Profoto Holding AB
(publ) at the end of 2022 was 40 million fully paid
ordinary shares. Each share carries one vote for
resolutions at the general meeting. The Articles of
Association do not contain any restrictions on the
transferability of shares. The quota value (nominal
value) of the share is SEK 0.0125.

The ten largest shareholders at the end of 2022
are presented in the table below:

Number of
Owners shares %
Anders and Helén Hedebark' 15,127,321 378
Conny Dufgran 6,038,000 15.1
Lannebo Fonder 3,624,992 91
Lovisa Hamrin (Herenco) 2,514,295 6.3
Svolder 2,305,000 5.8
Hans Eckerstrém 1,230,508 31
Enter Fonder 1,062,648 2.7
Deka Investments 600,000 1.5
Nordnet Pensionsférsékring 595,571 15
Investering & Tryghed A/S 488,259 1.2

1) Ownership through Burken Invest AB

The Annual General Meeting, held on May 5, 2022,
adopted a change in the Articles of Association
regarding the domicile of the Board of Directors in
view of the location of the company’s head office
in Sundbyberg and so that the Annual General
Meeting, in addition to being held at the place
where the Board of Directors is domiciled, can also
be held in Stockholm.

Employees

The average number of employees in the Profoto
Group during the year was 124 (95), of which 38
(34) were women and 86 (61) were men.
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The Board of Directors’ proposal for guidelines
for remuneration to senior executives

The Guidelines were adopted by the Extraordinary
General Meeting on May 7, 2021, and revised at the
Annual General Meeting on May 5, 2022. For the
Annual General Meeting on May 5, 2023, there is
an updated proposal for guidelines to be adopted
by the meeting.

In relation to the current guidelines adopted by
the 2022 Annual General Meeting, the 2023
Annual General Meeting proposal means that the
company has added long-term variable remunera-
tion for senior executives that can be implemented
in the event that no share-based incentive program
is decided by the general meeting. The Board
has not received any comments from shareholders
on the guidelines for remuneration of senior
executives.

These guidelines apply to the CEO and other
senior executives of Profoto Holding AB (publ). The
guidelines are forward-looking, i.e., they are appli-
cable to remuneration agreed, and amendments to
remuneration already agreed, after adoption of the
guidelines by the Annual General Meeting on May
5, 2023. These guidelines do not apply to any
remuneration decided by the General Meeting.

To the extent a board member performs work for
Profoto that goes beyond the board assignment,
these guidelines shall be applicable for such remu-
neration (e.g., fees for consultancy work) as well.

The guidelines’ promotion of Profoto Holding’s
business strategy, long-term interests and
sustainability

Briefly, the company’s business strategy is to
design and sell light unit and light shaping prod-
ucts mainly to the professional photography
market and more recently also to the ambitious
non-professional photographers’ market. For more
information on the company’s business strategy,
see page 13. A prerequisite for the successful
implementation of the company’s business strat-
egy and safeguarding of its long-term interests,
including its sustainability, is that the company is
able to recruit and retain qualified personnel. To
this end, it is necessary that the company offers
competitive remuneration.

These guidelines make it possible for senior
executives to be offered a competitive total remu-
neration package to attract, motivate and retain
competent and skilled staff.

Types of remuneration, etc.

The remuneration shall be on market terms and
may consist of the following components: fixed
cash salary, variable cash remuneration, pension
benefits and other benefits. Additionally, the gen-
eral meeting may - irrespective of these guidelines
- resolve on, among other things, share-related or
share price-related remuneration. The Board
should annually assess whether long-term share or
share price related incentive programs should be
proposed to the Annual General Meeting.

The fixed cash salary shall be individual and
based on the responsibility and role of the senior
executive, as well as the executive’s competence
and experience in the relevant position.

If certain targets are met, senior executives shall
be entitled to variable cash remuneration that may
consist of an annual variable cash salary and a
long-term variable cash salary (for details, see
Criteria for variable cash remuneration).

Variable cash remuneration covered by these
guidelines shall aim at promoting the company’s
business strategy and long-term interests, includ-
ing its sustainability.

For the Chief Executive Officer, pension benefits
shall be defined contribution and shall not exceed
35 percent of the pensionable remuneration (fixed
and variable cash remuneration). For other senior
executives covered by the ITP plan, the pension
premium shall be equal to that applicable under
the ITP plan. For other senior executives, the pen-
sion premium shall not exceed 25 percent of pen-
sionable remuneration (fixed and variable cash
remuneration).

Other benefits may include health insurance
and car benefits. Such benefits shall be of limited
value in relation to other compensation and be
consistent with what is customary in the respective
geographical market. The total amount of other
benefits may not exceed 10 percent of the fixed
annual cash salary.

Additional cash remuneration may be paid as

a one-off arrangement in extraordinary circum-
stances in order to recruit or retain staff. Such
remuneration may not exceed an amount equiva-
lent to one year’s fixed cash remuneration. Deci-
sions on such remuneration shall be taken by the
Board of Directors on a proposal from the Remu-
neration Committee.

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

In cases where a Board member (including
through a wholly owned company) performs
services for Profoto in addition to Board work, a
special cash fee may be paid for these services
(consultancy fee). The fee shall be market-based
and relative to the benefit to Profoto. Remuneration
of Board members, as well as other terms, are
decided by the Board of Directors.

Duration and termination of employment

In the event of termination by the company, the
period of notice for the Chief Executive Officer
may not exceed 24 months, and in the event of ter-
mination by the Chief Executive Officer, the period
of notice may not be less than six months. For
other senior executives, the notice period may not
exceed 12 months in the case of termination by the
company and at least three months in the case of
termination by the executive. Fixed cash salary
during the notice period and severance pay may
not together exceed an amount corresponding to
the fixed cash salary for two years for the Chief
Executive Officer and one year for other senior
executives.

Senior executives may be remunerated for anti-
competitive commitments after the termination of
their employment, but only to the extent that sev-
erance pay is not paid for the corresponding period
of time. Such remuneration shall aim to compen-
sate the executive for the difference between the
monthly fixed cash salary at the time of termination
and the (lower) monthly income received, or that
could be received, through a new employment
contract, assignment or self-employment. The

compensation may be paid for the duration of the
anticompetitive undertaking, but for a maximum
period of six months after the termination of
employment.

Criteria for variable cash remuneration
Annual variable cash remuneration should be
linked to predetermined and measurable criteria,
which can be financial and linked to, e.g., sales
growth and profit generation, or nonfinancial.

They may also be individualized, quantitative or
qualitative objectives. The criteria shall be
designed so as to contribute to the company’s
business strategy and long-term interests, includ-
ing its sustainability, by for example being linked to
the business strategy or promoting the executive’s
long-term development. The annual variable cash
salary may not exceed 12 months’ salary.

The fulfilment of the criteria for payment of
annual variable cash salary shall be measured
over a period of one calendar year. To which
extent the criteria for awarding annual variable
cash salary has been satisfied shall be determined
when the measurement period has ended. The
Remuneration Committee is responsible for the
evaluation so far as it concerns annual variable
cash salary to the CEO. For annual variable cash
salary to other senior executives, the Chief Execu-
tive Officer is responsible for the evaluation. For
financial objectives, the evaluation shall be based
on the latest financial information made public by
the company.

If and to the extent that the general meeting
does not decide on the implementation of a
long-term share or share price-related incentive
program, the variable salary may also consist of
a long-term variable cash salary implemented
annually. To participate in the long-term variable
remuneration scheme, a personal investment by
the participant is required. Long-term variable
remuneration shall be measured over a period of
at least three calendar years and be subject to the
achievement of defined and measurable targets
during the measurement period. The long-term
variable salary shall be maximized with respect to
each measurement period up to a maximum of
220 percent of the fixed salary.
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Salary and employment conditions

for employees

In the preparation of the Board of Director’s
proposal for these remuneration guidelines, salary
and employment conditions for company employ-
ees have been taken into account by including
information on the employees’ total income, the
components of the remuneration and increases
and growth rate over time, in the Remuneration
Committee’s and the Board'’s basis of decision
when evaluating whether the guidelines and the
resulting limitations are reasonable.

The decision-making process to determine,
review and implement the guidelines

The Board has established a Remuneration
Committee. The Committee’s tasks include pre-
paring the Board’s decision to propose guidelines
for senior executive remuneration. The Board
shall prepare a proposal for new guidelines at
least every fourth year and submit it to the general
meeting. The guidelines shall be in force until new
guidelines are adopted by the general meeting.
The Remuneration Committee shall also monitor
and evaluate programs for variable remuneration
to the executive management, the application of
the guidelines for executive remuneration as well
as the current remuneration structures and com-
pensation levels in the company. The members of
the Remuneration Committee are independent of
the company and its executive management. The
CEO, Board members and other executives may
not be present when the Board of Directors and
the Remuneration Committee process and decide
on remuneration-related issues, insofar as these
individuals are affected by the issues.

Deviation from the guidelines

The Board of Directors may temporarily resolve to
derogate from the guidelines, in whole or in part,

if in a specific case there is special cause for the
derogation and a derogation is necessary to serve
the company’s long-term interests, including its
sustainability, or to ensure the company’s financial
viability. As set out above, the Remuneration
Committee’s tasks include preparing the Board

of Directors’ resolutions in remuneration-related
matters, which includes any resolutions to dero-
gate from the guidelines.

Parent company

Profoto Holding AB (publ) is the holding company
in the Group, and its business is to own shares in
the other companies in the Group, and to provide
Group-wide services. The company has sales of
SEK14.3m (11.7) and profit before tax amounts to
SEK148.9m (177.6). The holding company has two
employees: the CEO and the CFO. For risks and
risk management, see pages 36-39.

Dividend

The Board proposes a dividend of SEK 4,00 which
totals SEK 160m and corresponds to 82.5 percent
of the netprofit. The proposal is based on Profotos
strong financial posision and expected future
cashflows.

Expected future developments

The current inflation and interest rate turbulence is
expected to continue to have some impact on
demand in fiscal year 2023. Existing product port-
folio and continuous investment in new products
are expected to secure future growth.

Proposed appropriation of profits (SEK)
The following profit is available to the Annual
General Meeting

Retained earnings 55,916,917
Profit/loss for the year 153,599,368
209,516,285

The Board of Directors proposes that:

SEK 4.00 per share be distributed to

the shareholders 160,000,000
to be carried forward 49,516,285
209,516,285

Regarding the earnings and position of the Parent
Company and the Group in general, please refer to
the following income statements, balance sheets
and additional disclosures below. Allamounts are
stated in millions of Swedish kronor unless other-
wise stated.
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Directors’ Report

The Profoto Group is an international group
exposed to operational risks, industry and market-
related risks, legal and tax risks, as well as financial
risks. Below is a description of the risks identified
within each category, the risk value and a descrip-
tion of how the risk is managed within the organi-
zation.

The objective of risk management is not to elimi-
nate risk completely, but rather to prioritize internal
risk management to ensure that the focus is on the
most significant risks, with the aim of helping to
limit the negative financial impact that may be
associated with the risk.

The level of risk is assessed annually for a
three-year period, based on the likelihood of the
risk occurring and the financial impact of the risk
according to a predetermined materiality level.

The risk score is defined as low, medium, high

or very high, where a risk score at the low level
indicates that the probability of the risk occurring
is low or would have a low, non-material financial
impact. In contrast, a risk score of very high
indicates that the risk is certain or highly likely to
occur during the time horizon and the financial
impact will be material.

Risk management is based on the internal
control framework developed by the Committee
of Sponsoring Organizations of the Treadway
Commission (COSO) and consists of five basic
components: control environment, risk assess-
ment, control activities, information and communi-
cation, and monitoring.

Risk management is a normal part of the
business and helps to create added value. Risk

management is reported to the Board, which bears
ultimate responsibility. The Board is responsible at
an overarching level for ensuring compliance with
policies and guidelines related to internal control.
The annual risk assessment is carried out by the
management team. In the risk assessment, the
management team identifies the risks based on
the Group’s overall objectives and strategies. As
part of the risk assessment, measures and controls
related to risk management are identified, along
with who is responsible for managing the risk and
how it is monitored.

For a more detailed description of Profoto’s
financial risks, see Note 5. Profoto is also exposed
to certain sustainability and climate risks. The
Group’s scalable business model depends on
good relationships with and control of its key

suppliers. Profoto needs to continuously improve
and ensure an environmentally friendly business
chain. There is arisk of ethical shortcomings
regarding human rights, health and safety issues
and social responsibility among suppliers, which
could damage Profoto’s business and reputation.
For a description of Profoto’s sustainability risks,
see the Sustainability Report on pages 25-30.

Riskvalues W Low risk
[ | | Medium risk
1 1| High risk

(1 ] ]| Very high risk

Risk category Risk

Description of risk

Risk value

Management of risk

Financial Currency risk, translation

exposure and transaction
exposure

Liquidity and financing risk

Interest rate risk

Credit and counterparty risk

Capitalized development
expenditure

Profoto’s operations are exposed to foreign exchange risk, i.e., the risk of
fluctuations in the fair value of future cash flows. Currency risk arises mainly
as a result of foreign currency cash flows and foreign currency borrowings.

Profoto is exposed to the risk that the necessary financing may not be avail-
able to Profoto, resulting in significantly increased costs. If Profoto faces this
risk in the future, Profoto may be forced to raise capital through alternative
resources, or be forced to reduce other important costs, such as costs
related to product development, or personnel expenses.

Interest rate risk refers to the risk of fluctuation in variable interest rates
associated with borrowings in the Group.

Credit risk refers to the risk that the counterparty in a transaction will cause a
loss to the Group by failing to fulfil its contractual obligations, with reference
to accounts receivable and cash and cash equivalents.

Changes in the value of capitalized development expenditure could have a
negative impact on Profoto’s earnings and financial position if impairment
testing shows that it is necessary to take an impairment charge on capital-
ized development expenditure.

Profoto mainly has flows denominated in SEK, EUR, USD, CNY, JPY and GBP
and borrowings in USD, JPY and CNY. Risk related to translation exposure is
not hedged in accordance with the financial policy. The aim is to have net cash
flows in currencies that offset each other, with the remainder exchanged into
the Group currency SEK to minimize any loss due to currency fluctuations.

The Parent Company has an available undrawn credit facility of SEK 250m. In
addition, the local companies have available credit facilities which can be used
to cover temporary liquidity problems. In accordance with the financial policy,
Profoto shall maintain a liquidity reserve of at least SEK 30m, which shall con-
sist mainly of an unused overdraft facility. The size of the liquidity reserve is set
taking into account relevant risks related to the ability of customers to pay,
other financing and expected profit and liquidity growth.

Profoto has low debt and strong cash flow, which limits the risk.

To mitigate the risk, quarterly credit assessments of customers are performed.
In addition, Profoto strives to use banks with good credit ratings.

Profoto performs quarterly impairment tests based on 12-month forecasts to
identify whether a possible write-down requirement exists. This gives the group
the opportunity to act at as early a stage as possible to be able to prevent the
risk of, and avoid any need for write-downs.
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Risk category Risk Description of risk Risk value Management of risk
Industry and Declining market for Profoto sells premium lighting systems for professional still photography. HER Profoto’s products are already adapted to be used for video production. It is
market-related risk still photography There is a risk that the market for traditional still photography is declining at also the company’s view that although video is growing in importance, the
the expense of video recording, which may result in the obsolescence of the trend is that high-quality still images will continue to be needed as a comple-
Group’s products, with a shrinking market resulting in a loss of revenue. ment. Should video increase in importance to our existing customers in a way
that current products do not fully address, Profoto is prepared with plans for
organic growth in the video segment.

Competition Profoto’s future competitive opportunities depend on future product devel- HER To mitigate this risk, Profoto has an action plan linked to investments in
opment, the successful launch of new products on the market and the pres- research and development, as well as a growth strategy on how to continu-
ervation of intellectual property rights. Competition from companies in low- ously strengthen the brand. In addition, the company conducts market analysis
wage countries may force Profoto to reduce prices, which would result in a of existing and new customers and competitors. Ensure that product plans
lower level of profitability. Large competitors in the international market may include sufficient innovation (technical, marketing and sales).
have more financial and operational resources than Profoto, which may lead
them to present more advantageous products and services to customers.

Covid-19 The Covid-19 outbreak has negatively impacted the global economy and B Profoto is closely monitoring the development of the pandemic and current

Legal and tax

Political environment

Business cycle

Risk related to control and
interpretation of laws and
regulations

may continue to have a negative impact on the Profoto’s sales figures, finan-
cial position and future revenues due to the photo industry’s heavy reliance
on travel and events.

The company’s international operations expose it to certain risks, such as
the risk that Profoto’s sales will be adversely affected by changes in political
situations, the emergence conflicts/wars and trade barriers, and changes in
customs and trade regulations. If these risks were to materialize, it could have
a material adverse effect on Profoto’s earnings and financial position.

The company’s business is affected by the current state of the global
market and, in the event of a recession due to rising inflation and interest
rates, this could have a material adverse effect on Profoto’s financial position
and results.

There is a risk that Profoto does not comply with EU laws and regulations, for
example due to inadequate internal controls or misinterpretation of regula-
tions, which may result in penalties or fines. There is also a risk that the nec-
essary certifications for new products cannot be obtained without unreason-
able cost or delay, which could result in adverse financial consequences for
Profoto. Disruptions or errors in the company’s IT systems may affect the
handling of personal data. There is a risk that the measures Profoto has taken
to comply with the GDPR and any other privacy policies worldwide may
prove to be inadequate, leading to unauthorized disclosure or improper pro-
cessing of personal data, which may result in fines, claims, and/or adversely
affect customer perception.

restrictions in all regions.

Profoto’s current exposure to risks resulting from the political environment,
trade barriers/wars and customs barriers is considered limited. Profoto con-
stantly monitors current situations and tries to find alternative solutions if prob-
lems arise. In addition to this all customers, existing and new, are reviewed
against updated sanction lists. Reduce dependence on individual countries.

Profoto has a low debt ratio with strong underlying cash flows and closely
monitors developments in the global market. Profoto’s assessment is therefore
that it is well equipped to face a possible future recession.

Profoto cooperates with various legal specialists. In addition, annual scoping of
internal controls is carried out, minimizing the risk of control deficiencies, as is
an annual internal audit of GDPR compliance.
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Risk category Risk Description of risk Risk value Management of risk

Legal and tax Patents and trademarks There is a risk that Profoto’s protection of registered intellectual property B Profoto has secured in-house intellectual property expertise and also uses

cont. rights, such as patents and trademarks, will prove insufficient or that current legal advisors to minimize risk.
applications will not be granted. If Profoto fails to protect and enforce its intel-
lectual property rights, or if it is accused of infringing upon the intellectual
property rights of third parties, it could result in extensive litigation, disputes,
claims and other legal proceedings, along with legal and financial liability that
would result in financial losses, which could also adversely affect the compa-
ny’s brand and reputation.

Tax, VAT and customs issues  This risk includes the risk of incorrect interpretation of tax rules and/or B Profoto has various internal controls in place to minimize the occurrence of
incorrect handling of customs which may result in incorrectly reported tax or risks in these areas. In addition, annual training sessions are held to ensure
customs declarations. staff competence in the field, as well as collaboration with external consultants

with key expertise.

Operational Component shortage Profoto is dependent on the supply of components for its products in order HEER Profoto actively monitors the market to seize buying opportunities when they
to be able to deliver to customers. Risks include loss of key suppliers, delayed appear and the group is constantly working to ensure closer coordination with
or non-delivery of products due to supply chain problems and/or component suppliers. For new products, a strategy has been applied with preference of
shortages, or failure to meet customer quality requirements. components with high availability.

Poor quality There is a risk that Profoto’s products will be defective or otherwise fail to HER Profoto is working to consolidate the global and comprehensive quality situa-
meet relevant product requirements, which could have a material adverse tion across the company and is working to improve and ensure action on qual-
effect on Profoto’s brand, reputation and relationships, which could materially ity issues reported from the market. Ongoing follow-up regarding the initiatives
result in an inability to maintain the premium price market position, which in started in 2022, the recruitment of a new quality resource, the PPAP (quality
turn will result in reduced profitability and revenue. Safety defects are a high assurance) process and the ECO process.
risk and the company has a producer responsibility; any faulty products
could cause physical damage and would expose the company to criticism
and negative media statements, as well as legal action.

Skills shortage There is a risk of not being able to grow and find new business if experience ] ] Profoto has development plans for employees with the aim of securing
and skills are not available in the company. employee competence, development and motivation. Profoto has developed

plans to attract and retain employees with critical skills.

Loss of key personnel Profoto’s ability to achieve its business objectives depends on its ability to HER Profoto has development plans for employees with the aim of securing

recruit, retain and train qualified employees with specific skills and experi-
ence, especially in management positions and in research and development.
There is a risk that one or more key people will leave Profoto. If Profoto is
unable to attract key employees, consequences may include an adverse
effect on the company’s product development activities and growth, failure
to drive innovation, reduced efficiency, a significant negative impact on the
competitive position, missed business opportunities that may result in
reduced revenue and failure to maintain the premium market position.

employee competence, development and motivation. Profoto conducts annual
employee surveys for all employees and based on the survey results, relevant
change plans are formulated both in Profoto as a whole and at departmental
level. Profoto has developed plans to attract and retain employees with critical
skills, especially technical skills in Research and Development. Use external
recruitment partners when recruiting for business-critical roles.



Annual Report 39

Description of risk

Risk value

Management of risk

Profoto Annual Report 2022

Risk category Risk

Operational Lack of innovation

cont.
Failed growth strategy
IT systems and
cybersecurity
Outsourcing
Sales channels

Profoto faces the risk of losing its category leadership position due to its
inability to produce a constant flow of innovations with real customer value to
increase sales through new and existing customers in still photography. This
risk may be the result of insufficient resources for research and development
activities, or product portfolios that do not meet customer requirements due
to Profoto’s failure to predict and analyze market trends.

In the future, Profoto may seek further growth through acquisitions of other

businesses, which entails the risk of additional costs or losses in investments,

the risk that legal or financial risks are not identified in the acquired company
prior to the acquisition, and challenges in integrating businesses into existing
operations, which could lead to an inability to realize expected synergies and
growth plans and thereby adversely affect earnings and financial position.
Profoto may have to contribute additional capital to the acquired companies,
become involved in costly legal proceedings, or be unable to realize expected
synergies, which may adversely affect Profoto’s operating results or financial
position.

It is essential that Profoto and its IT suppliers are able to maintain and update
existing IT systems, firewalls and anti-virus software, to reduce the risk of loss
of important product data or other critical sensitive data due to malicious
software or viruses. This risk can result in unauthorized access, increased
costs, breaches of regulatory requirements, dissatisfied customers, unavail-
ability of the system and adversely affect the business and Profoto’s financial
position.

A scalable business model with a focus on outsourcing carries the risk
that external staff will not be able to meet Profoto’s high quality standards;
there is also a risk of non-delivery of products on time, as well as the risk
of increased costs and disruptions in the product chain, which can lead to
loss of customers.

Dealers are the main sales and rental channel for Profoto’s products. In
addition, online sales are made directly to end customers. Profoto may be
adversely affected if dealers are involved in financial, legal, or operational
problems, or have other limitations in their operations. The dealer network is
diverse both in terms of geography and size. There is a risk that the measures
Profoto implements in relation to its dealers are not appropriate for all of
them, which may result in a material adverse effect on Profoto’s sales,
financial position and growth.

Profoto works continuously to identify new business opportunities. Profoto
does not rely on a single idea, but conducts several different feasibility studies
and tests of early business concepts in parallel, often in close dialogue with
customers, to avoid overdependence on a single venture.

The extent of the risk is highly dependent on the size of the acquired company.
Profoto has an integration plan in place to ensure successful integration, expert
support for the acquisition process, and extensive due diligence to minimize
the possibility of legal and financial risks arising. It also learns from and docu-
ments previous acquisitions.

Profoto has standardized its IT processes, performs an annual risk scoping of
actual risks, and the technical solutions are constantly updated to ensure
effective IT protection.

This risk is minimized by creating redundancy in outsourcing partners and
ensuring that core competencies are available in-house.

Profoto strives not to be dependent on a single dealer. With existing dealers,
the risk is managed by maintaining good relationships and, where possible,
ensuring that there are several resellers in the same country to reduce depen-
dency. In addition, Profoto has launched its own website through which it sells
directly to end customers. Existing dealers are constantly evaluated. Develop
sales strategy for dealers and direct sales.
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Audit Committee

Board of Directors

Nomination Committee

Remuneration
Committee

Chief Executive Officer

Corporate governance

Profoto Holding AB (publ) is a Swedish public lim-
ited company listed on the Nasdaq Stockholm Mid
Cap list. Profoto complies with the Swedish Com-
panies Act, the Annual Accounts Act, Nasdaq
Stockholm’s Nordic Main Market Rulebook for
Issuers of Shares and the Swedish Corporate Gov-
ernance Code (“the Code”). The Code applies to all
Swedish companies with shares listed on a regu-
lated market in Sweden, and must be applied in
full. The Code itself allows for deviation from the
rules, provided that any such deviations and the
chosen alternative solution are described and the
reasons for doing so are explained in the Corporate
Governance Report (according to the “comply or
explain principle”).

Profoto has applied the Code from July 1, 2021,
when the shares were listed on Nasdaq Stockholm.
Profoto deviates from the Code on one point, which
is explained in the section on the Nomination
Committee.

In addition to these external regulations, Profoto
also follows internal rules and guidelines. including
the Articles of Association, the Rules of Procedure

Executive Group
Management

for the Board of Directors and the CEO, instruc-
tions for the Remuneration and Audit Committees,
as well as internal Board policies, other policies
and standard operating procedures. Profoto’s
complete Articles of Association can be found on
the website: https://investors.profoto.com/en/arti-
cles-of-association/.

The Board of Directors approves the Board poli-
cies on an annual basis. These policies regulate
operations on an overarching level. Other policies
provide the basis to guide decisions and achieve
reasonable results, including information on what
should be done and by whom. Standard operating
procedures (SOPs) are process descriptions that
explain work practices at a more detailed level.
Management is responsible for other policies and
standard operating procedures.

In addition to the above internal guidelines and
regulations, Profoto also has a whistleblowing pro-
cess that aims to mitigate risks and ensure that
confidence in the business can be maintained. The
whistleblowing process makes it possible to act in
response to possible misconduct within the orga-
nization at the earliest possible stage.

Annual General Meeting

Under the provisions of the Swedish Companies
Act (2005:551), the Annual General Meeting of
shareholders is the company’s highest decision-
making body. At the Annual General Meeting,
shareholders exercise their right to vote on major
decisions, for example, adoption of the income
statement and balance sheets, distribution of the
company’s profit, decision to discharge the Board
members and the CEO from liability, election of
Board members and auditors, and decisions on
remuneration to the members of the Board and
the auditors.

According to the Articles of Association, the
Annual General Meeting is convened by advertis-
ing in the Swedish Official Gazette (Post- och
Inrikes Tidningar) and by posting the notice on the
company'’s website. At the same time, a notice
must be published in the Dagens Industri newspa-
per stating that notification has been made.

The Annual General Meeting shall be held no
later than six months after the end of the fiscal
year. The 2023 Annual General Meeting of Profoto
Holding AB (publ) will be held on May 5, 2023, at
the company’s premises at Landsvagen 57 in
Sundbyberg, Sweden.

Right to participate in the

Annual General Meeting

Shareholders who wish to participate in the pro-
ceedings at the Annual General Meeting must be
registered in the share register maintained by
Euroclear Sweden six business days before the
meeting, and must register for participation in the
Annual General Meeting no later than the date
specified in the notice of the meeting. Sharehold-
ers may attend Annual General Meetings by postal
voting, digitally, in person or by proxy and may also
be assisted by up to two persons. Usually, share-
holders can register for the Annual General Meet-
ing in several ways, which are specified in the
notice of the meeting. Shareholders are entitled to
vote for all shares held by the shareholder.

Shareholder initiatives

Shareholders who wish to have a matter addressed
at the Annual General Meeting must submit such
proposal to the Board of Directors (at the compa-

ny’s address) no later than March 17,2023 in order
to be certain that the request will be considered.

2022 Annual General Meeting

The 2022 Annual General Meeting was held on
May 5, 2022, in Sundbyberg, Sweden. Sharehold-
ers participated by postal vote to minimize the risk
of COVID-19 spreading. The following decisions
were made at the AGM:

+ Adoption of the Income Statement and Balance
Sheet for 2021.

* Payment of a total of SEK140m as a dividend
and SEK 56m to be carried forward in accor-
dance with the Board’s proposal.

» Discharge the members of the Board of Directors
and the CEO from liability in respect of their
management of Profoto’s affairs during the 2021
fiscal year.

* Fees to the members of the Board of Directors
and Profoto’s auditor.

+ Number of members of the Board of Directors.

« Election of Board members and auditor for the
period until the end of the next Annual General
Meeting.

« Guidelines for remuneration to senior executives.

« Authorize the Board of Directors to decide on a
new issue of shares.

« Amendment of the Articles of Association.

Nomination Committee

The tasks of the Nomination Committee include
submitting proposals for fees to the Chairman and
other members of the Board, submitting proposals
for election of and fees to auditors and submitting
proposals for election of the Chairman and other
members of the Board.

The Annual General Meeting resolved on May 5,
2022, that the Nomination Committee will consist
of Profoto’s Chairman of the Board and represen-
tatives from the company’s three largest share-
holders based on Euroclear Sweden'’s printout of
the share register as of September 30 each year.
The Chairman of the Board of Profoto shall con-
vene the Nomination Committee.

The member representing the largest share-
holder shall be appointed as Chairman of the
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Nomination Committee unless the Nomination
Committee unanimously appoints another mem-
ber. In the event that one or more of the sharehold-
ers who appointed a member to the Nomination
Committee is no longer among the three largest
shareholders at the latest two months before the
Annual General Meeting, the member appointed
by such shareholder shall resign and the share-
holder who has joined the three largest sharehold-
ers shall be entitled to appoint a representative.

If a member resigns from the nomination com-
mittee before completion of the mandate and if
deemed appropriate by the Nomination Committee,
the shareholder who has appointed the member
shall appoint a new member. If such shareholder
is no longer one of the three largest shareholders,
amember shall be appointed by the shareholder
who has become one of the three largest share-
holders. Shareholders who have appointed a rep-
resentative to the Nomination Committee shall
have the right to discharge such representative
and appoint a new representative. Changes to the
composition of the nomination committee shall be
announced immediately.

No remuneration shall be paid to the members
of the Nomination Committee. Profoto shall reim-
burse such necessary expenses as the Nomina-
tion Committee may incur for its work. The
mandate period for the Nomination Committee
shall extend until a new nomination committee has
been appointed.

Nomination Committee for the 2023 Annual
General Meeting

Information about the representatives of the larg-
est shareholders in terms of voting rights who have
chosen to participate in the Nomination Commit-
tee was published by press release and on Profo-
to’s website on October 25, 2022.

Johan Lannebo (Lannebo Fonder) was
appointed Chairman of the Nomination Commit-
tee; the other representatives on the Nomination
Committee are Anders Hedebark (Burken Invest
AB and Conny Dufgran), Carl-Mikael Lindholm
(Herenco Holding AB) and Hans Eckerstrom,
Chairman of the Board.

The Board carried out an evaluation of its work
during the year. The evaluation was based on a

questionnaire, in which each member of the Board
was asked to answer a number of questions.

Profoto deviates from the Code on point 2.3.in
the section Nomination Committee. Point 2.3. rec-
ommends that the CEO of the company should not
be a member of the Nomination Committee. The
members of the Nomination Committee agreed
that it is reasonable to deviate from the Code in
this respect in view of Anders Hedebark'’s large
shareholding in Profoto.

Composition of the Board of Directors

The Board of Directors is the highest deci-
sion-making body of the company after the Annual
General Meeting. Board members are normally
appointed by the Annual General Meeting for the
period until the end of the next Annual General
Meeting. According to Profoto’s Articles of Associ-
ation, the members of the Board of Directors
elected by the Annual General Meeting shall be at
least three and at most ten members.

According to the Code, the Chairman of the
Board of Directors is to be elected by the Annual
General Meeting and have special responsibility
for leading the work of the Board and for ensuring
that the work of the Board is efficiently organized.

Profoto’s Board of Directors currently consists of
six ordinary members elected by the Annual General
Members, who are presented in the Board of
Directors’ section.

Responsibilities and tasks of the Board
According to the Swedish Companies Act, the Board
of Directors is responsible for the organization of the
company and the management of the company’s
affairs, which means that the Board is responsible
for, among other things, setting targets and strate-
gies, securing routines and systems for evaluation
of set targets, continuously assessing the financial
condition and profits as well as evaluating the oper-
ating management. The Board is also responsible
for ensuring that the annual and interim reports are
prepared in a timely manner and for approving
Board policies. In addition, the Board appoints the
company’s CEO and evaluates the performance of
the CEO. At least once a year, the Board of Direc-
tors shall meet with the company’s auditor without
the presence of the CEO or senior management.

The Board follows written rules of procedure
which are revised annually and adopted at the
inaugural Board meeting each year. Among other
things, the rules of procedure govern the practice
of the Board of Directors, functions and the divi-
sion of work between the members of the Board
of Directors and the CEO. At the inaugural board
meeting, the Board of Directors also adopts
instructions for the CEQ, including instructions
for financial reporting.

The Board of Directors meets according to an
annual predetermined schedule.

In accordance with the Board’s rules of proce-
dure, the ordinary meetings of the Board address:

» Financial reporting by the CEO in accordance
with the financial reporting instructions

¢ Investmentissues
* Remuneration issues and strategic plan

» Reports from the audit and remuneration
committee

The main areas addressed by the Board during the
year were the preparation and implementation of
acquisitions, strategic and operational issues, cor-
porate governance and risk management, and the
appointment of a new CFO. The Board meets with
the company’s auditor annually without the pres-
ence of the management. In addition to the regular
Board meetings, additional Board meetings may
be convened to address matters that cannot be
referred to a regular Board meeting. In addition to
the Board meetings, the Chairman of the Board
and the CEO continuously discuss the manage-
ment of the company.

Attendance at meetings

Audit Committee
Profoto has an Audit Committee consisting of
Helene Willberg (Chair) and Pernilla Ekman. The
Audit Committee shall, without it affecting the
responsibilities and tasks of the Board of Directors,
monitor the company’s financial reporting, monitor
the efficiency of the company’s internal controls,
internal auditing and risk management related to the
financial reporting, keep informed of the auditing of
the Annual Report and the consolidated accounts,
review and monitor the impartiality and indepen-
dence of the auditor and pay close attention to
whether the auditor is providing other services
besides audit services for the company, as well as
assist in the preparation of proposals for the Annual
General Meeting’s decision on election of auditors.
The Audit Committee follows adopted rules of
procedure and an annual calendar. During the year,
the Audit Committee held six meetings. Significant
areas covered by the Audit Committee during the
year include integration of acquired companies,
review of audit reports, audit plan and auditor inde-
pendence, review of financial statements, review of
the year-end plan, review of internal control and risk
matrix for financial reporting, review of and reporting
on performed internal controls during the previous
financial year and procurement of Group auditors.

Remuneration Committee

Profoto has a remuneration committee consisting
of Hans Eckerstrém (Chairman) and Magnus
Brannstrom. The Remuneration Committee pre-
pares proposals for guidelines for remuneration

of senior executives and compliance with them,
including remuneration and other terms of employ-
ment for the CEO and senior executives.

Audit Committee Remuneration

Name Position Board meetings meetings Committee Meetings
Hans Eckerstrom Chairman of the Board 12/12 2/2
Magnus Brannstrém Member of the Board 12/12 2/2
Pernilla Ekman Member of the Board 12/12 6/6

Anders Hedebark Member of the Board 12/12

Helena Holmgren Member of the Board 12/12

Helene Willberg Member of the Board 12/12 6/6

Total 12 6 2
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During the year, the Remuneration Committee held ~ The Annual General Meeting further resolved that Board Variable Other Pension

two meetings. During the year, CEO remuneration fees for work in the Board’s committees shall be Name fee Basepay pay benefits costs Total

and executive bonuses, a compensation overview paid as follows: the Chairman of the audit commit- Anders Hedebark, CEO - 3,661,946 379,731 246,959 1,647,842 5,936,478

and proposed bonus targets for 2023 were pre- tee shall receive SEK 100,000 and the other mem- Other senior executives _ 8182772  856.952 74991 2497571 11541586

sented.

Chief Executive Officer and other

senior executives

The CEO reports to the Board of Directors and is
responsible for the day-to-day management and
operations of the company. The division of labor
between the Board and the CEQ is set out in the
Rules of Procedure for the Board of Directors and
the Instructions to the CEO. The CEO is also respon-
sible for preparing reports and compiling manage-
ment information for Board meetings and for
presenting such documents at the Board meetings.

According to Profoto’s financial reporting
instructions, the CEO is responsible for financial
reporting and, accordingly, is to ensure that the
Board receives sufficient information for the Board
to be able to continuously evaluate the company’s
financial position.

The CEO keeps the Board continuously
informed of developments in Profoto’s operations,
sales trend, results and financial position, liquidity
and credit status, important business events and
all other events, circumstances or conditions that
can be assumed to be of significance to Profoto’s
shareholders.

The CEO and other senior executives are pre-
sented in the “Board of Directors”and “Manage-
ment” sections.

Remuneration of members of the Board, the
Chief Executive Officer and senior executives
Remuneration to members of the Board

of Directors

Fees and other remuneration to the members of the
Board of Directors, including the chair, are resolved
by the Annual General Meeting. At the Annual Gen-
eral Meeting on May 5, 2022, it was resolved that
the remuneration to the Board of Directors, for the
period until the end of the next Annual General Meet-
ing, shall amount to SEK 1,500,000, of which the
Chairman of the Board shall receive SEK 500,000
and the other members who are not employees of
Profoto shall receive SEK 250,000 each.

bers shall receive SEK 75,000 and that the
Chairman of the remuneration committee shall
receive SEK 50,000 and the other members shall
receive SEK 50,000.

The table below shows the remuneration
resolved by the Annual General Meeting 2022 for
the period until the next Annual General Meeting.

Board fee
Name Position (SEK)
Hans Eckerstrém Chairman of the Board 550,000’
Magnus Bréannstrom Member of the Board 300, 000!
Pernilla Ekman Member of the Board 325,0002
Anders Hedebark Member of the Board -

(and CEO)

Helena Holmgren Member of the Board 250,000
Helene Willberg Member of the Board ~ 350,000°
Total 1,775,000

1) Including SEK 50,000 for work in the Remuneration Committee.
2) Including SEK 75,000 for work in the Audit Committee.
3) Including SEK 100,000 for work in the Audit Committee.

Guidelines for remuneration to
senior executives
The Extraordinary General Meeting, held on May 5,
2022, resolved to adopt guidelines for remunera-
tion to the CEO and other members of executive
management, which mainly entail that the remuner-
ation shall be on market terms and may consist of
the following components: fixed cash salary, vari-
able cash remuneration, pension benefits and other
benefits. Additionally, the Annual General Meeting
may - irrespective of these guidelines - resolve on,
among other things, share-related or share
price-related remuneration. The Board of Directors
shall annually evaluate whether share-related or
share price-related long-term incentive programs
shall be proposed to the Annual General Meeting.
The fixed cash salary shall be individual and
based on the responsibility and role of the senior
executive, as well as the executive’s competence
and experience in the relevant position.
In the event that certain targets are met, senior
executives shall be entitled to variable cash remu-

Total

neration. Such variable cash remuneration shall
not exceed twelve months’ salary.

For the CEO, pension benefits shall be defined
contribution and shall not exceed 35 percent of
the pensionable remuneration (fixed and variable
cash remuneration). For other senior executives
covered by the ITP plan, the pension premium
shall be equal to that applicable under the ITP plan.
For other senior executives, the pension premium
shall not exceed 25 percent of pensionable remu-
neration (fixed and variable cash remuneration).

Other benefits may include health insurance and
car benefits, for example. Such benefits shall be of
limited value in relation to other compensation and
be consistent with what is customary in the
respective geographical market. The total amount
of other benefits may not exceed 10 percent of the
fixed annual cash salary.

Remuneration to the Chief Executive Officer
and other senior executives

The table presents an overview of remuneration to
the CEO and other members of executive manage-
ment for the 2022 fiscal year. Base salary is a fixed
monthly salary including holiday pay paid during
the year, and variable salary is a fixed bonus for the
financial year 2022 paid in the first quarter of
2023. Bonus paid in 2022 for 2021 is not included
in the table.

Current employment contract for the Chief
Executive Officer and other senior executives
The current remuneration levels and other terms of
employment for the CEO and other senior execu-
tives have been decided by the Board.

The employment contract with the CEO provides
for a mutual notice period of 12 months. For other
senior executives, the notice period is 3-6 months.
The agreements also contain customary competi-
tion clauses and provisions preventing the parties
from engaging in competing activities.

11,844,718 1,235,983

321,950 4,075,413 17,478,064

Shares and shareholders

Profoto Holding AB (publ) had 1,631 shareholders at
the end of 2022. The largest owners at the end of
2022 were Anders and Helén Hedebark (through
Burken Invest AB), with 37.8 percent of the capital
and votes. The next three largest shareholders were
Conny Dufgran with 15.1 percent, Lannebo Fonder
with 9.1 percent and Lovisa Hamrin (Herenco) with
6.3 percent. There is no limit to the number of votes
each shareholder may cast at the AGM.

Auditing

The auditor is elected annually at the Annual
General Meeting. The auditor shall review the com-
pany’s Annual Reports and accounting, as well as
the management of the Board of Directors and the
CEO. This is done on behalf of the shareholders.
Following each fiscal year, the auditor shall submit
an audit report and a consolidated audit report to
the Annual General Meeting.

Pursuant to Profoto’s Articles of Association, the
company shall have not less than one and not more
than two auditors. Profoto’s auditor is Deloitte AB,
with Therese Kjellberg as auditor in charge.

In 2022, the total remuneration to the Group’s
auditors amounted to SEK 2m.

Investor Relations

The purpose of Profoto’s investor relations function
is to spread long-term knowledge and confidence
in Profoto’s operations and value creation, while
ensuring that Profoto complies with applicable
regulations. Profoto’s IR function manages regular
contacts with shareholders, analysts, investors,
financial journalists, Nasdaq Stockholm, Finans-
inspektionen and other capital market participants
and coordinates general meetings, analyst meet-
ings and capital market presentations. The Head of
Investor Relations is responsible for this function
together with the CFO and CEO. The Head of Inves-
tor Relations reports to the CEO.
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Statement regarding internal audit

Profoto does not have a dedicated internal audit
function. The Board has evaluated the efficiency of
the internal control system and found it to be work-
ing well. Consequently, the Board has decided that
there is currently no need for a separate internal
audit function.

REPORT OF THE BOARD OF DIRECTORS ON
INTERNAL CONTROL REGARDING FINANCIAL
REPORTING

Pursuant to the Swedish Companies Act and the
Swedish Corporate Governance Code, the Board
of Directors is responsible for internal control.
Internal control over financial reporting includes
control of the organization, procedures and sup-
port measures of the company and the Group.

Objective
The objective of internal control over financial
reporting is to ensure that reliable and accurate
financial reporting is achieved, that the financial
statements of the company and the Group are pre-
pared in accordance with the law and applicable
accounting standards, that the assets of the com-
pany and the Group are safeguarded, and that
there is compliance with other requirements. The
system for internal control over financial reporting
is also designed to monitor compliance with com-
pany and Group policies, principles and instruc-
tions. Internal control over financial reporting also
includes analysis of risks and monitoring of
embedded information and business systems.
Profoto has adopted a Board policy on risk man-
agement and internal control in order to describe
the overall control environment and risk manage-
ment, applicable to all legal and operational enti-
ties within Profoto. The CFO is responsible for the
content of, and compliance with, the policy.
Profoto’s internal control process for financial
reporting and risk management is based on the
Committee of Sponsoring Organizations of the
Treadway Commission’s (COSO) framework for
internal control, focusing on the five components -
control environment, risk assessment, control
activities, information and communication, and
monitoring. These are described in more detail
below.

Control environment
The control environment gives direction to how
internal control is implemented and influences
employees’ awareness and understanding of inter-
nal control. Profoto has created internal processes,
guidelines and policies that are key elements of the
process. Profoto’s control environment is based on
clear guidelines communicated to all subsidiaries
in the Group to ensure compliance with adopted
rules and principles throughout the organization.
The Board is ultimately responsible for internal
control over financial reporting and an important
part of the Board’s work is to ensure an effective
control environment. The Rules of Procedure of
the Board, and the instructions to its committees
and the Chief Executive Director, aim to define a
division of responsibilities to ensure effective risk
management within the organization. The Board
also reviews and approves on an annual basis
certain governance documents that are important
to the organization’s internal control environment,
including Profoto’s financial policy and insider pol-
icy. In addition, Profoto has other internal policies
and processes that affect the organization’s con-
trol environment, such as authorization instruc-
tions, business objectives, strategy, business plan
and forecasts.

Risk assessment

Risk assessment entails actively identifying and
assessing the magnitude of both internal and
external risks in financial reporting. This risk
assessment provides a basis for managing the
identified risks. Profoto conducts an annual risk
assessment with the aim of identifying, assessing
and managing financial reporting risks that
threaten the Group’s vision and objectives.

The risk assessment is performed by Manage-
ment and is then together with the risk manage-
ment reviewed annually by the Board. The risk
assessment focuses on significant areas of the
balance sheet and income statement that have a
material impact on financial reporting. Significant
accounts are identified on the basis of significant
amounts, frequency and/or complexity of transac-
tions, a high degree of subjective judgement, or
risk of fraud. The identified areas are mapped
against business-critical risks that have a signifi-
cantimpact on financial reporting.

Risks related to financial reporting shall be com-
prehensive and documented in a consistent format
and assessed based on specific impact and likeli-
hood criteria. Impact and likelihood criteria are
measured using a risk score. Profoto uses this risk
score as the basis for allocating resources to the
most relevant and prioritized risks. Risk manage-
ment strategies include accepting, monitoring and
mitigating identified risks. All risks that exceed a
certain specified risk score are referred to as key
risks and must be mitigated. The key risks identi-
fied for 2022 are in the areas of order-to-cash,
purchase-to-pay, product life cycle management,
accounting and intellectual property rights (IPR),
legal and tax, and ESG.

Control activities

Based on the risk assessment, objectives and
activities are designed to reduce and prevent the
risks from occurring. These activities are called
control activities.

Profoto has established specific control activi-
ties to reduce the identified risks that have been
assigned the highest risk score, as well as key con-
trols to reduce inherent risks in critical processes.
Key controls include controls that are considered
important for reducing key risks. These controls
can be divided into automatic, IFS and other
controls. IFS is the company’s business system.
Automatic controls are preventive controls in the
form of a technical solution that sets limits when
a process is carried out, while IFS controls are
manual controls that are followed up after the
event and documented directly in the ERP system
by selected, independent users. Any identified
process errors and deficiencies are communicated
and addressed in conjunction with the IFS control.
Other controls are controls that have a technical
limitation in a system other than the ERP system,
but can also be preventive measures carried out by
an external party. Risk assessment and control
activities related to financial reporting are updated
annually and approved by management; signifi-
cant changes to the risk and control matrix are
reported back to the Audit Committee and the
Board. This is further described in the “Follow-up
and monitoring” section.

Information and communication
Information and communication entails identifying
and communicating relevant information in com-
pliance with the requirements of a listed company.
Profoto’s Board of Directors has adopted a com-
munication policy, information security policy and
insider policy, which address Profoto’s handling
and communication of inside information, informa-
tion security and other information. The insider
trading policy is intended to reduce the risks of
insider trading and other illegal behavior and to
facilitate Profoto’s compliance with applicable
rules regarding the handling of inside information.
The information security policy is designed
to protect Profoto, employees, customers and
partners from harm resulting from inadequate
information management and dissemination. The
communication policy describes Profoto’s overall
focus on communication issues. Information that
Profoto provides to the market shall be accurate,
relevant and reliable and shall be provided in
accordance with Nasdaqg Stockholm’s Nordic
Main Market Rulebook for Issuers of Shares.

Follow-up and monitoring

Profoto has established procedures for testing
controls. The controls are carried out as manual
controls as well as automatic system controls
directly in the ERP system. Control measures for
operational and financial monitoring are carried
out on a monthly and quarterly basis by selected
independent individuals within the organization.
Any identified internal control weaknesses are
reported upwards in the organization. Ongoing
monitoring includes meetings and written docu-
mentation. Testing of efficiency in the internal
control regarding financial reporting is evaluated
and updated annually. Based on the evaluation, the
CFO reports annually to the Audit Committee and
the Board, enabling the Board to conduct its
annual review of risks and risk management.
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Board of Directors

PHOTO RICKARD L. ERIKSSON

Hans Eckerstrom

Elected: 2018

Education: MSc Mechanical
Engineering, Chalmers University
of Engineering, and MBA, University
of Gothenburg.

Born: 1972

Other assignments: Member of the
Board of Swedbank and Thule
Group. Chief Investment Officer
APAC.

Previous assignments, selection:
Chairman of the Board of Nobia.
Member of the Board of
Nordstjernan and Cloetta. Partner
and employee of Nordic Capital.
Independent of company: Yes
Independent of the main owner: Yes
Shares in Profoto Holding:
1,230,508 shares, 500,000 call
options

Anders Hedebark

Elected: 2010

Education: MSc Electrical
Engineering, Royal Institute of
Technology (KTH) and MBA
INSEAD.

Born: 1964

Other assignments: President and
CEO of Profoto.

Independent of company: No
Independent of the main owner: No

Shares in Profoto Holding:
15,127,321 shares

Helene Willberg

Elected: 2018

Education: MSc in Accounting and
Finance, Stockholm School of
Economics.

Born: 1967

Other assignments: Chairman of
the Board of Footway Group. Member
of the Board of Thule Group, Nordic
Paper Holding, Infrea, Indecap Hold-
ing, Byggfakta Group Nordic
HoldCo, X shore, Enzymatica,
Renewcell, APAC.

Previous assignments, selection:
Member of the Board and CEO of
Alvarez & Marsal Sweden. Member
of the Board and CEO of KPMG.
Independent of company: Yes
Independent of the main owner: Yes

Shares in Profoto Holding:
250,494 shares, 150,000 call options

Magnus Brannstrom

Elected: 2018

Education: MSc, Uppsala University.
Born: 1966

Other assignments: CEO Oriflame

Holding. Chairman of the Board
Molimb.

Previous assignments, selection:
Chairman of World Federation of
Direct Selling Associations. Member
of the Board of APAC.

Independent of company: Yes
Independent of the main owner: Yes

Shares in Profoto Holding:
250,494 shares, 125,000 call
options

Helena Holmgren

Elected: 2021

Education: MBA, Lund University
and MBA, University of Ottawa.

Born: 1976

Other assignments: Member of
the Board of Hexatronic Group and
ProGlove.

Previous assignments, selection:
CEO and CFO of Pricer, CFO of
Edgeware.

Independent of company: Yes
Independent of the main owner: Yes

Shares in Profoto Holding:
3,000 shares, 125,000 call options

Pernilla Ekman

Elected: 2021

Education: MBA, Stockholm
University and Executive
Management Program, Stockholm
School of Economics.

Born: 1972

Other assignments: CEO of Aarke.
Member of the Board of Fractal
Gaming Group.

Previous assignments, selection:
Chairman of the Board of Stronger,
Aarke and CEO at Zound Industries.

Independent of company: Yes
Independent of the main owner: Yes

Shares in Profoto Holding:
0 shares, 62,500 call options

Shareholding per December 312022



Profoto

Annual Report 2022

Annual Report

45

Management

Anders Hedebark

Employed at Profoto: 1997
Education: MSc in Electrical
Engineering, Royal institute of
Technology (KTH), and MBA,
INSEAD.

Born: 1964

Shares in Profoto Holding:
15,127,321 shares

Carl Bandhold

Employed at Profoto: May 2023

Education: MSc in Chemical
Engineering, Chalmers University

of Technology, and MBA, INSEAD.

Born: 1974

Shares in Profoto Holding:
O shares

Amanda Astrom

Employed at Profoto: 2018
Education: Master of Science in
Engineering (Industrial Economics),
Royal Institute of Technology (KTH)
and MBA, Quantic School of
Business and Technology.

Born: 1994

Shares in Profoto Holding:
1,277 shares

Patrik Bluhme

Employed at Profoto: 2014

Education: MSc Mechanical
Engineering, Royal Institute of
Technology (KTH).

Born: 1962

Shares in Profoto Holding:
66,045 shares

Martina Nillenstedt

Employed at Profoto: 2017

Education: MBA, Stockholm
School of Economics, and Business
Administration degree, Jonkdping
University.

Born: 1973

Shares in Profoto Holding:
20,254 shares

PHOTO RICKARD L. ERIKSSON

Shareholding per December 312022
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PHOTO RICKARD L. ERIKSSON

Tobias Lindback Sara Strid Gilles Rossi Ulrika Bjork

Employed at Profoto: 2015 Employed at Profoto: 2011 Employed at Profoto: 2017 Employed at Profoto: 2016

Education: MSc in Mechanics, Education: BFA in Photography, Education: MSc Mechanical Education: MSc in Mechanical

Linkdping University of Technology. Parsons School of Design and Engineering, ENSAIS. Engineering, Linkdping University

Born: 1968 MBA Rutgers University. Born: 1976 of Technology.

Shares in Profoto Holding: Born: 1975 Shares in Profoto Holding: Born: 1979

58,033 shares Shares in Profoto Holding: 65,595 shares Shares in Profoto Holding:
21,605 shares 24,586 shares

Shareholding per December 312022
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Financial Reports
Consolidated statement of profit and loss Consolidated statement of financial position
Jan.1,2022 Jan.1,2021
SEKm Note Dec 31,2022 Dec 31,2021 SEKm Note Dec 31,2022 Dec 31,2021
Net sales 6,7 848 732 ASSETS
Other income 8 32 1 Non-current assets
Total revenue 881 744 Intangible fixed assets 18
Capitalized work for own account 18 37 20 Capitalized development expenditure 102 91
Goods 20 -266 032 Technology, customer assets and brand 83 -
Other external expenses 9,10,25 -166 -142 Other intangible assets 8 15
Personnel expenses 1 -137 -17 Goodwill 10 -
Depreciation, amortization and impairment of intangible assets Total intangible assets 304 106
and property, plant and equipment 18,19 -73 -57 .
Other operating expenses 12 -26 -5 Property, plant and equipment 19
Leased assets 10 47 49
(o] ti fit/l 249 212
perating profit/loss Equipment, tools and installations 25 23
Finance income and costs Leasehold improvements 1 2
Finance income 13 10 0 Total property, plant and equipment 73 75
Finance costs 14 -16 -3 Fi il ¢ > >
Profit/loss before tax 243 209 inancialassets
Deferred tax assets 16 19 16
Tax 16 -49 -51
Profit/loss for the year 194 158 Total non-current assets 399 199
Attributable to:
Parent Company shareholders 194 158 Current assets
Earnings per share basic and diluted" 4.85 3.95 Inventories 20 L 29
*) Calculated based on 40,000,000 ordinary shares, basic and diluted (retroactive adjustment due to share split) Current receivables
Accounts receivable 5,21 96 69
o . o Oth t t 6 5
Consolidated statement of comprehensive income °r Ccurren’ asssts )
Prepayments and accrued income 22 8 6
Jan.1,2022 Jan.1,2021 Total current receivables m 80
SEKm Note Dec 31,2022 Dec 31,2021
Profit/loss for the year 194 158 Cash and cash equivalents 23 150 206
Total current assets 403 386
Other comprehensive income, items that may be reclassified
to the consolidated statement of profit and loss:
. . TOTAL ASSETS 801 585
Translation differences for the year 6 -5
Comprehensive income for the year 200 153
Attributable to:
Parent Company shareholders 200 153
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cont. Condensed consolidated statement of financial position

SEKm Note Dec 31,2022 Dec 31,2021
Equity

Share capital 24 1 1
Reserves 0 -6
Retained earnings including profit/loss for the year/period 390 336
Total equity 391 331
Non-current liabilities

Liabilities to credit institutions 5,27 4 6
Other non-current liabilities 17 -
Lease liabilities 10 38 43
Provisions 26 15 7
Deferred tax liabilities 16 91 54
Total non-current liabilities 165 110
Current liabilities

Liabilities to credit institutions 5,27 67 14
Lease liabilities 10 12 9
Provisions 26 17 5
Accounts payable 53 46
Current tax liabilities 19 9
Other current liabilities 24 6
Accrued expenses and deferred income 28 55 55
Total current liabilities 246 144
TOTAL EQUITY AND LIABILITIES 801 585

Consolidated statement of changes in equity

Reta!ned
earnings
including
Share Translation profit/loss
SEKm capital reserve for the year Total equity”
Opening balance January 1,2021 0o -1 335 334
Profit/loss for the year 158 158
Total other comprehensive income -5 - -5
Total comprehensive income ) -5 158 153
Bonus issue 1 - -1 6]
Dividends to Parent Company -156 -156
Closing balance December 31,2021 1 -6 336 331
Opening balance January 1,2022 1 -6 336 331
Profit/loss for the year 194 194
Total other comprehensive income 6 - 6
Total comprehensive income () 6 194 200
Dividends to shareholders - - -140 -140
Closing balance December 31,2022 1 () 390 391

*) Attributable to Parent Company shareholders
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Consolidated statement of cash flows Parent Company Income Statement
Jan.1,2022 Jan.1,2021 Jan.1,2022 Jan.1,2021
SEKm Note Dec 31,2022 Dec 31,2021 SEKm Note Dec 31,2022 Dec 31,2021
Cash flow from operating activities Net sales 31 14.3 1.7
Operating profit/loss 249 212 5
Adjustments for non-cash items: 29 Operating expenses
Depreciation, amortization and impairment 73 57 Other external expenses 9 55 -26.5
Adjustments for other non-cash items 18 4 Personnel expenses L 95 124
Interest received 1 ) Other operating expenses 0.0 0.0
Interest paid 5 2 Operating profit/loss -0.8 -27.3
Income tax paid . o - - . -28 -36 Profit/loss from financial items
Cash flow from operating activities before changes in working capital 308 235 Income from participations in Group companies 150.0 153.0
Changes in working capital Interest and similar expenses -15.7 0.0
Decrease (+) / increase (-) in inventories -39 -6 Profit after financial items 133.5 125.7
Decrease (+) / increase (-) in accounts receivable -1 -2 L
. . R Appropriations 15 15.4 51.9
Decrease (+) / increase (-) in other receivables -1 0 -
Decrease (-) / increase (+) in accounts payable -4 0 Profit/loss before tax 148.9 1716
Decrease (-) / increase (+) in other current liabilities -27 13 Tax on profit/loss for the year 4.7 97
Cash flow from operating activities 236 240 Profit/loss for the year 153.6 167.9
Investing activities
Investments in intangible fixed assets -39 -24
Acquisition of property, plant and equipment 12 -6 Parent Company Statement of Comprehensive Income
Intra-group loans given' - -116
Acquired subsidiary 4 -141 - SEK iy bt Jan. 1,2021
m Note Dec 31,2022 Dec 31,2021
Cash flow from investing activities -192 -146 _
Profit/loss for the year 153.6 167.9
Financing activities 29 o
Repaid intercompany liabilities? - -103 Other comprehensive income - -
Repayment of other external loans .90 34 Comprehensive income for the year 153.6 167.9
Amortization of leasing liability -12 -1
New loans 145 13
Dividends paid -140 -
Cash flow from financing activities -97 -135
Cash flow for the year -52 -42
Cash and cash equivalents at beginning of year 206 254
Exchange rate differences in cash and cash equivalents -4 -7
Cash and cash equivalents at year-end 150 206

1) Intra-group loans in investing activities relate to lending to the former Parent Company Profoto Invest AB.

2) Repayment of intercompany liabilities in financing activities refers to the repayment of the loan from the former parent company Profoto Invest AB, which was settled in
full at the end of Q2 2021. The dividend that was approved from 2020 to Profoto Invest AB of SEK 156m is included in the residual debt that was repaid and settled in full.
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Parent Company balance sheet

cont. Parent Company Balance Sheet

SEKm Note Dec 31,2022 Dec 31,2021 SEKm Note Dec 31,2022 Dec 31,2021

ASSETS EQUITY AND LIABILITIES

Non-current assets Equity

Financial assets Restricted equity

Participations in Group companies 17 217.3 32.0 Share capital 0.5 05

Total non-current assets 217.3 32.0 Total restricted equity 0,5 0.5

Deferred tax assets 16 11 13 Unrestricted equity

. t t Retained earnings 55.9 28.0

Current assg sbl ; G . 31 o 1995 Profit/loss for the year 153.6 167.9

urrent recelvables from Group companies ’ ’ Total unrestricted equity 209.5 195.9

Current tax assets 0.5 - Total - 210.0 196.4

Other current receivables - 0.5 otal equity : :

Prepayments and accrued income 0.7 0.9 Non-current liabilities

Total current receivables 329 200.9 Other non-current liabilities 16.7 -

Cash and cash equivalents _ 0.0 Total non-current liabilities 16.7 -

Total current assets 32.9 200.9 Current liabilities
Accounts payable 04 0.3

TOTAL ASSETS 2514 234.2 Liabilities to Group companies 31 - 24.7
Current tax liabilities - 4.9
Other current liabilities 18.6 1.2
Accrued expenses and deferred income 28 5.6 6.7
Total current liabilities 246 378
TOTAL EQUITY AND LIABILITIES 2514 234.2
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Parent Company Statement of Changes in Equity Parent Company Statement of Cash Flows
Restricted Jan.1,2022 Jan.1,2021
equity Unrestricted equity SEKm Note Dec 31,2022 Dec 31,2021
Share Profit orloss Profit/loss Total Cash flow from operating activities
SEKm capital brought forward for the year equity Operating profit/loss 08 273
Opening balance January 1, 2021 0.1 220 162.3 184.4 Income tax paid -0.9 0.2
Transfer of previous year’s profit/loss 162.3 -162.3 Cash flow from operating activities before changes in 17 274
Profit/loss for the year 167.9 167.9 working capital
Other comprehensive income - - - - Changes in working capital
Total comprehensive income 0,1 184,3 167.9 167.9 9 . 9 cap . .
o Decrease (+) / increase (-) in other receivables 04 -0.8
Contributions from owners : ;
o Decrease (-) / increase (+) in accounts payable 0.2 -3.1
Dividend to shareholders -155.9 - -155.9 ) . L
. Decrease (-) / increase (+) in other current liabilities 1.0 3.1
Bonus issue 0.4 -0.4 - - Cash flow from operating activities -21 -27.9
Closing balance December 31,2021 05 28.0 167.9 196.4 P 9 ’ ’
Investing activities
Opening balance January 1,2022 05 28.0 167.9 196.4 Acq:i;led s:bsidl.ary . . e -
Transfer of previous year’s profit/loss 167.9 -167.9 Cash flow frominvesting activities e -
Profit/loss for the year 153.6 153.6 Financing activities
Other comprehensive income = = = = Change in intercompany liabilities 296.5 276
Total comprehensive income 0,5 195,9 153.6 153.6 Borrowings 75.0 -
Repayment of loans -75.0 -
Dividends to shareholders = -140.0 = -140.0 Dividends to shareholders -140.0 -
Closing balance December 31,2022 05 55.9 153.6 210.0 Cash flow from financing activities 156.5 27.6
Cash flow for the year 0.0 -0.3
Cash and cash equivalents at beginning of year 0.0 0.3
Cash and cash equivalents at year-end - 0.0
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Notes

All figures are in millions of SEK unless stated otherwise.

Note 1

Profoto Holding AB, corporate registration number
556810-9879, is a limited company registered in Swe-
den with its registered office in Sundbyberg. The compa-
ny’s headquarters is located at Landsvagen 57, Box 1264,
172 25, Sundbyberg, Stockholm, Sweden. The company
and its subsidiaries (“the Group”) are active in a global
market and include the manufacture and sale of light
units, systems and other accessories in the professional
photo industry. The composition of the Group is
described in Note 17.

Profoto Holding AB (publ) was a wholly owned sub-
sidiary of Profoto Invest AB, corp. reg. no. 559099-2326,
with its registered office in Sundbyberg until July 1,2021.

As a consequence of the listing of Profoto Holding AB
(publ) on Nasdag OMX Stockholm’s Mid Cap list, with the
first trading day on July 1, 2021, all remaining shares in
Profoto Holding AB (publ) that were not sold at the listing
and were held by the former Parent Company, Profoto
Invest AB, were transferred to the owners of Profoto
Invest AB on July 5,2021. As of this date, Profoto Invest
AB is therefore no longer the Parent Company of Profoto
Holding AB (publ).

Note 2

The consolidated financial statements have been pre-
pared in accordance with International Financial Report-
ing Standards (IFRS) issued by the International
Accounting Standards Board (IASB) as adopted by the
EU. In addition, the recommendation of the Financial
Reporting Council RFR 1 Supplementary Accounting
Rules for Groups has been applied.

Items included in the consolidated accounts have
been stated at cost, except in respect of revaluations
of certain financial instruments measured at fair value.
The most important accounting policies that have been
applied are described below.

The annual accounts for the Parent Company have
been prepared in accordance with the Swedish Annual
Accounts Act and the Swedish Financial Reporting
Board’s recommendation RFR 2 Accounting for Legal
Entities. Under RFR 2, the parent company must apply
all International Financial Reporting Standards, adopted
by the EU, as far as possible within the framework of the
Swedish Annual Accounts Act and with regard to the
relationship between accounting and taxation.

The Annual Report and the Consolidated Financial
Statements were approved for issuance by the Board
of Directors and the CEO on April 4,2023. The financial
statements of the Group and the Parent Company are
subject to adoption by the Annual General Meeting on
May 5,2023.

New and amended standards applied for the first time
No new IFRS standards have been published for appli-
cation in 2022. Changes in IFRS standards applicable
from 2022 have had no impact on the Group’s financial
statements.

New and amended standards and interpretations not
yet in force

New and amended IFRS standards applicable from
2023 are not expected to have a material impact on the
Group’s financial statements.

Consolidated accounts
The consolidated accounts include the Parent Company
Profoto Holding AB (publ) and the companies over which
the Parent Company has controlling influence. A con-
trolling influence occurs when the Group is exposed to,
or has the right to variable returns from, its involvement
in a company and can exert its influence over the com-
pany to influence its return. A controlling influence is
usually achieved by owning or controlling, directly or
indirectly, more than 50 percent of voting rights.
Subsidiaries are included in the consolidated financial
statements from the time of the acquisition until the time
when the Parent Company no longer has a controlling
influence over the subsidiary. All intra-group transactions,
balances and unrealized gains and losses attributable to

intra-group transactions have been eliminated in full on
consolidation.

Functional and reporting currency

The consolidated financial statements are presented in
Swedish kronor (SEK). The Parent Company’s functional
and reporting currency is Swedish kronor (SEK). All
amounts have been rounded to the nearest million SEK
unless otherwise stated. For the Parent Company,
amounts are expressed in millions of SEK to one decimal
place. Rounding may occur in tables and calculations, for
which reason reported amounts are not always an exact
sum of rounded amounts.

Assessments and estimates in the financial
statements

The preparation of financial statements requires man-
agement to make judgements, estimates and assump-
tions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses.
Estimates and assumptions are based on historical
experience and other factors that are believed to be
relevant. Estimates and assumptions are reviewed on a
regular basis and compared with actual outcomes. Sig-
nificant estimates and judgements are presented in
more detail in Note 3.

Classification

Non-current assets consist of amounts expected to be
recovered or paid after more than twelve months from
the balance sheet date. Non-current liabilities consist of
amounts falling due for payment more than twelve
months after the balance sheet date and other amounts
for which the company has an unconditional right to
defer payment until more than twelve months after the
balance sheet date. Other assets and liabilities are recog-
nized as current assets and current liabilities respectively.

Business combinations
Business combinations are accounted for using the
acquisition method. The consideration transferred in a
business acquisition is measured at fair value at the time
of acquisition. Costs related to acquisitions are recog-
nized in the statement of comprehensive income as
incurred. The identifiable acquired assets and assumed
liabilities are recognized at the acquisition-date fair value.
In cases where the acquisition does not relate to 100
percent of the subsidiary, non-controlling interests arise.
For business acquisitions where the total of the
purchase consideration transferred, any non-controlling
interests, and the acquisition-date fair value of the
acquirer’s previous equity interest in the acquiree,
exceeds the acquisition-date fair value of identifiable
net assets, the difference is reported as goodwill in the
statement of financial position. When the difference is
negative, it is recognized directly in the statement of

comprehensive income. Transaction costs for business
acquisitions are expensed at the acquisition date.
Contingent consideration is recognized at fair value

at the acquisition date. Contingent consideration is
remeasured at each reporting date and the change is
recognized in profit or loss, as other operating income or
other operating expenses.

Segment reporting

An operating segment is a part of a company that
engages in business activities from which it may earn
revenues and incur expenses, whose operating results
are reviewed regularly by the company’s chief operating
decision-maker and for which discrete financial informa-
tion is available. The company’s reporting of operating
segments agrees with internal reporting to the chief
operating decision-maker. The CEO is the chief operat-
ing decision-maker. All follow-up of the Group is carried
out in the Photographic segment, which thereby
becomes the Group’s only reportable segment. The
Group also has a Digital Business segment, but does not
report this as a separate segment as long as sales are
not at a material level. The accounting policies of the
reportable segment are consistent with the policies
applied by the Group in its entirety.

Revenue from contracts with customers

Revenue is recognized at the consideration to which the
Group expects to be entitled in exchange for the transfer
of promised goods or services, less value added tax, dis-
counts, returns and similar deductions, which are speci-
fied in contracts with customers. IFRS 15 is based on
revenue recognition in accordance with a five-step
model based on when control of a good or service is
transferred to the customer, which means recognition of
revenue at a point in time and not accrued over time. The
basic principle is that the Group recognizes revenue in an
amount that reflects the consideration to which the
Group expects to be entitled in exchange for those
goods or services. In addition to the main revenue stream
below, training courses, installation and system service
contracts are also sold. Service contracts are invoiced in
advance for a period of 12 months at a time, with a com-
mitment period of 36 months after completion of the
sale. At the end of the initial commitment period, the ser-
vice contracts are renewed annually, unless they are ter-
minated by the customer. However, these revenue
streams, in addition to regular streams, do not represent a
significant part of the Group’s total revenue.

The Group essentially recognizes revenue only from
the sale of goods. Revenue from the sale of goods to the
distributor or directly to the customer is reported at the
time the products are transferred to the distributor or the
customer, i.e., when the distributor or the customer gain
control of the goods. Taking the underlying agreed deliv-
ery terms into account, control will pass when the goods
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have been delivered to the respective freight forwarder/
shipping company. Payment terms for invoiced sales of
light units are normally 30 days after commencement of
delivery. Invoiced sales of systems are normally paid in
advance at least 10 days before delivery. Corporate and
private customers shopping in the Group’s online shop
are charged directly by credit card when the order is reg-
istered and the purchase is made. Customers shopping
in the Group’s online shop have full right of return if the
goods are returned within 14 days of receipt. This sales
channel represents less than five percent of the Group’s
total sales and the impact of returns is considered to
have an insignificant impact on the Group’s total sales
(one percent of total sales in 2022 and 2021), which is
why no current provisions are made for costs related to
returns. The Group reassesses its estimate of expected
returns at each balance sheet date and updates the
asset and liability amounts accordingly.

Issued warranty commitments are reported as a provi-
sion in accordance with IAS 37 and is described in more
detail in the section “Provisions”.

Government grants received

Government grants are accounted for in accordance
with IAS 20 and recognized in the statement of compre-
hensive income when there is reasonable assurance that
the entity will comply with the conditions attached to the
grant, and that the grant will be received.

Leases

Profoto’s leases consist mainly of the rental of premises
and, to a lesser extent, of cars and certain equipment. A
right-of-use asset and a lease liability are recognized at
the commencement date of the lease, which is the date
Profoto obtains access to and is able to commence use
of the underlying asset. The right of use is initially mea-
sured at cost, which consists of the initial value of the
lease liability plus any lease payments made on or before
the commencement date plus any initial direct costs. The
right of use is amortized on a straight-line basis from the
commencement date to the end of the lease term.

The lease liability - which is split into a non-current
and a current portion - is initially measured at the
present value of the remaining lease payments over the
estimated lease term. The lease term is the non-cancel-
lable period plus any additional periods in the agreement
if, at the commencement date, it is reasonably certain
that they will be used.

Lease payments are normally discounted using the
Group’s marginal borrowing rate, which in addition to the
Group’s credit risk reflects the lease term, currency and
quality of the underlying asset as collateral. However,
where the implicit rate of the lease can be readily deter-
mined, that rate is used, as may be the case for some
car leases.

The value of the debt is increased by the interest

cost for the respective period and reduced by the lease
payments. The interest cost is calculated as the value of
the debt multiplied by the marginal lending rate.

The lease liability for premises with index-linked rent
is calculated on the basis of the rent in force at the end
of each reporting period. Once the rent level has been
indexed, the liability is adjusted, based on the new rent
level, by a corresponding adjustment to the carrying
amount of the right of use. Similarly, the value of the
liability and the asset is adjusted when the lease term is
reassessed. This occurs when the final termination date
within the previously assessed lease term for premises
leases has passed or when significant events occur
or circumstances change in a way that is within the
Group’s control and affects the current assessment of
the lease term.

For leases with a lease term of 12 months or less or
with an underlying asset of low value, no right-of-use
asset and lease liability are recognized. Lease payments
for these leases are recognized as an expense on a
straight-line basis over the lease term.

Profoto subleases some space to a lesser extent.
Where applicable, the lease term of the subleases has
been deemed to be significantly shorter than the lease
term of Profoto’s head lease, resulting in the subleases
being classified as operating leases. Profoto’s right of
use is then recognized in the balance sheet and the
rents received are recognized as income on a straight-
line basis over the lease term in the sublease.

Foreign currency

Items included in the financial statements for the various
units of the Group are presented in the currency used in
the primary economic environment in which each unit
mainly operates (functional currency).

Transactions in foreign currencies are translated at
the respective unit to the functional currency of the unit
at the exchange rates prevailing at the transaction date.
Monetary items in foreign currency are translated on each
balance sheet date at the closing day rate. Non-monetary
items that are valued at historical cost in a foreign cur-
rency are not translated; rather, the historical exchange
rate is used. Non-monetary items, which are measured
at fair value in a foreign currency, are translated at the
exchange rate on the date the fair value was determined.

Foreign exchange differences are recognized in the
statement of comprehensive income for the period in
which they arise.

In preparing the consolidated financial statements, the
assets and liabilities of foreign subsidiaries are translated
to SEK at the closing day rate. Revenues and expenses
of a foreign operation are translated into Swedish kronor
at an average rate that approximates the exchange rates
at the respective dates of the transactions. Translation
differences arising on the translation of foreign opera-
tions are recognized in other comprehensive income and

accumulated in a separate component of equity, called
the translation reserve. On the sale of a foreign subsid-
iary, such translation differences are recognized in the

income statements as part of the capital gain/loss.

Employee benefits

Employee benefits in the form of salaries, bonuses, paid
holidays, paid sick leave, etc., and pensions are recog-
nized as an expense as they are earned. Pensions and
other post-employment benefits are classified as defined
contribution or defined benefit plans. The Group has
defined contribution and defined benefit pension plans.

Defined contribution plans

For defined contribution plans, the Group pays fixed
contributions into a separate, independent legal entity
and has no obligation to pay additional fees. The Group’s
earnings are charged with expenses as the benefits are
earned, which normally coincides with the time when the
premiums are paid.

Defined benefit plans

Pension plans that are not defined contribution are
defined benefit, which means that the employer under-
takes to pay a pension at a certain benefit level. The
defined benefit plans within the Group consist of the ITP
2 plan for civil servants in Sweden, which is insured by
Alecta. The ITP 2 pension plan, which is secured by
insurance in Alecta, is a defined benefit plan covering
several employers. However, the plan is accounted for as
a defined contribution plan because Alecta cannot pro-
vide information that would allow accounting for each
member company’s proportionate share of the plan’s
obligations, plan assets and expenses. Otherwise, there
are no defined benefit pension plans.

Pension contracts with endowment insurance

There are pension plans where the Group has acquired
endowment insurance which is hedged in favor of
employees through pledges. The employee is only enti-
tled to compensation equal to the value of the endow-
ment insurance upon redemption. The endowment
insurance is valued at fair value on an ongoing basis,
while the pension liability is revalued to the correspond-
ing value of the endowment insurance. Endowment
insurance and pension liabilities are presented net. The
provision for special payroll tax is calculated on the basis
of the fair value of the endowment policy.

Taxes
The tax expense comprises of the sum of current tax
and deferred tax.

Current tax
Current tax is calculated on the taxable profit for the
period. Taxable profit differs from the profit recognized in

the statement of comprehensive income in that it has
been adjusted for non-taxable income and non-deduct-
ible expenses, as well as forincome and expenses that
are taxable or tax-deductible in other periods. The
Group’s current tax is calculated using tax rates prevail-
ing at the balance sheet date.

Current tax is recognized as an expense or income in
the statement of comprehensive income, except when
it relates to transactions recognized in other compre-
hensive income or directly in equity, in which case the
tax is also recognized in other comprehensive income or
directly in equity.

Deferred tax

Deferred tax is recognized for temporary differences
between the carrying amounts of assets and liabilities in
the financial statements and the tax values applied in the
calculation of taxable profit. Deferred tax is recognized
using the balance sheet method. Deferred tax liabilities
are basically recognized for all taxable temporary differ-
ences and deferred tax assets are basically recognized
for all tax-deductible temporary differences to the extent
it is likely that the amounts can be offset against future
taxable profit. Deferred tax assets and tax liabilities are
not recognized if the temporary difference is attributable
to goodwill or if it is the result of a transaction that con-
stitutes the initial recognition of an asset or liability (other
than a business acquisition) and which, at the time of the
transaction, affects neither the recognized profit nor the
taxable profit.

Deferred tax liabilities are recognized for taxable
temporary differences attributable to investments in
subsidiaries, except where the Group is able to control
the time when the temporary differences are reversed
and it is unlikely that such a reversal will take place within
the foreseeable future. The deferred tax assets that are
attributable to tax-deductible temporary differences in
relation to such investments are only recognized to the
extent it is likely that the amounts can be offset against
future taxable profit and it is likely that this will take place
within the foreseeable future.

The carrying amount of deferred tax assets is tested
at the end of each reporting period and is reduced to the
extent it is no longer likely that sufficient taxable profit
will be available for offsetting, in whole or in part, against
the deferred tax asset.

Deferred tax is calculated using the tax rates that are
expected to apply for the period in which the asset is
received or the liability settled, based on the tax rates
(and tax legislation) that apply or have been announced
on the balance sheet date.

Deferred tax assets and tax liabilities are offset if they
are attributable to income tax that is charged by the
same public authority and where the Group intends to
settle the tax net.

Deferred tax is recognized as an expense or income



Profoto Annual Report 2022

Annual Report 54

in the statement of comprehensive income, except when
it relates to transactions recognized in other compre-
hensive income or directly in equity, in which case the
tax is also recognized in other comprehensive income or
directly in equity.

Property, plant and equipment
Property, plant and equipment is recognized at cost less
accumulated depreciation and impairment losses.

Acquisition value comprises the purchase price and
any costs directly attributable to bringing the asset to the
location and condition necessary for it to be used, as well
as estimated expenses for dismantling and removing the
asset and restoring the location. Subsequent expenses
are included in the carrying amount of the asset or
recognized as a separate asset only when it is probable
that future economic benefits associated with the item
will flow to the Group and the cost of the item can be
measured reliably. All other subsequent expenses are
recognized as cost in the statement of comprehensive
income in the period in which they arise.

Depreciation of property, plant and equipment is
expensed so that the asset’s cost of acquisition, less any
residual value at the end of its useful life, is depreciated
on a straight-line basis over its estimated useful life.
Depreciation begins when the item of property, plant and
equipment is available for use. The useful lives of catego-
ries of property, plant and equipment are as follows:

Tools and equipment
Leasehold improvements

4-5 years
5 years

Estimated useful life, residual value and depreciation
methods are reviewed at least at the end of each
accounting period, and the effects of any changes in
assessments are reported prospectively.

The carrying amount is derecognized from the state-
ment of financial position on retirement or disposal or
when no future economic benefits are expected from its
use or retirement/disposal. The gain or loss arising from
the retirement or disposal of an asset consists of the dif-
ference between any net profit on disposal of the asset
and its carrying amount, recognized in the statement of
comprehensive income in the period in which the asset
is derecognized.

Intangible fixed assets

Capitalized development expenditure arising from the

Group’s product development is recognized only if the

following conditions are met:

« ltis technically feasible to complete the product so
that it will be available for use.

» The company intends to complete the intangible
asset and use or sell it.

« ltis possible to use or sell the intangible asset.

» The company shows how the intangible asset will
generate probable future economic benefits.

« Adequate technical, financial and other resources are
available to complete the development and to use or
sell the intangible asset.

« The expenses attributable to the intangible asset
during its development can be reliably calculated.

If it is not possible to report capitalized development
expenditure, development costs are recognized as a
cost in the period in which they arise. After initial recog-
nition, internally generated intangible fixed assets are
recognized at cost less accumulated depreciation/
amortization and impairment, if any. The estimated use-
ful life is dependent on the asset, 2-6 years. Estimated
useful life and depreciation method are reviewed at least
at the end of each fiscal year, and the effects of any
changes in assessments are reported prospectively.

Assets arising from business acquisitions consist of
technology, customer assets and brand names. Assets
are depreciated over periods ranging from four to nine
years depending on the type of asset and its estimated
useful life. Assets are stated at cost, less accumulated
depreciation/amortization and any impairment losses.

Goodwill is measured at cost, less any accumulated
impairment losses. Goodwill has been allocated to the
Group’s Photographic segment and is tested for impair-
ment at least annually or whenever there is an indication
that an impairment may be necessary.

Other intangible fixed assets - Capitalized
expenditures for customization of business systems
Expenditure to adapt business systems is capitalized as
intangible fixed assets to the extent that the expenditure
is directly attributable to the adaptation. Depreciation
starts when the customization of the ERP system is
completed and put into operation. The estimated useful
life for customization of business systems is five years.
Estimated useful lives and depreciation/amortization
methods are reviewed at least at the end of each fiscal
year, and the effects of any changes in assessments are
reported prospectively.

Impairment of property, plant and equipment and
intangible fixed assets, including goodwill
At each balance sheet date, the Group assesses the
carrying amounts of property, plant and equipment and
intangible fixed assets to determine whether there is any
indication of impairment. If this is the case, the asset’s
recoverable amount is calculated to determine the value of
any impairment loss. If it is not possible to calculate the
recoverable amount for an individual asset, the recover-
able amount is calculated for the cash-generating unit or
group of cash-generating units to which the asset belongs.
The recoverable amount is calculated annually for
goodwill and other intangible fixed assets with indefinite
useful lives and for intangible assets that are not yet
ready for use.

The recoverable amount is the higher of fair value less
costs to sell, and value in use. When measuring value

in use, estimated future cash flows are discounted to
present value using a discount rate that reflects current
market assessments of the time value of money and the
risks associated with the asset.

If the recoverable amount of an asset is determined to
be lower than the carrying amount, the carrying amount
of the asset is written down to the recoverable amount.
When an impairment loss is identified for a cash-gener-
ating unit or group of cash-generating units, the amount
of the impairment loss is allocated primarily to goodwill.
Subsequently, a proportionate impairment loss is rec-
ognized on the other assets in the cash-generating unit
or group. An impairment loss is immediately recognized
as an expense in the profit or loss. An impairment loss is
reversed in subsequent periods if there is an indication
that the impairment loss no longer exists and a change
has occurred in the assumptions used to calculate the
recoverable amount at the time the impairment loss
was recognized. However, goodwill impairment is never
reversed. A reversal is made only to the extent that the
carrying amount of the asset after reversal does not
exceed the carrying amount that would have been rec-
ognized, net of depreciation, if no impairment loss had
been recognized.

Inventories

Inventories are measured at the lower of cost and net
realizable value. Cost is calculated by the first-in, first-out
(FIFO). Net realizable value is the estimated selling price
less the estimated costs of completion and the esti-
mated costs required to affect a sale.

Provisions

A provision differs from other liabilities in that there is
uncertainty about the timing or amount of payment to
settle the provision. A provision is recognized in the
statement of financial position when there is a present
legal or constructive obligation as a result of a past
event, it is probable that an outflow of resources
embodying economic benefits will be required to settle
the obligation, and a reliable estimate of the amount can
be made. Provisions are made in the amount that is the
best estimate of the expenditure required to settle the
present obligation at the balance sheet date. If the pay-
ment date has a significant effect, provisions are calcu-
lated through discounting of the expected future cash
flow at a pre-tax interest rate that reflects current market
assessments of the time value of money and, where
applicable, the risks associated with the liability.

A warranty provision is recognized when the underly-
ing products or services are sold. The provision is based
on historical data concerning warranties and consider-
ation of possible outcomes in relation to the probabilities
associated with the outcomes.

Financial instruments

A financial asset or financial liability is recognized on the
statement of financial position when the Group becomes
a party to the instrument pursuant to the instrument’s
contractual terms and conditions.

Recognition in and derecognition from the statement
of financial position
A financial asset (other than an accounts receivable with
no significant financing component) or financial liability
is measured initially at fair value plus, in the case of
financial instruments not measured at fair value through
profit or loss, transaction costs directly attributable to
the acquisition or issue. An accounts receivable without
a significant financing component is measured at the
transaction price.

A financial asset or financial liability is recognized
in the statement of financial position when the entity
becomes a party to the contractual provisions of the
instrument. A receivable is recognized when the entity
has performed and there is a contractual obligation to
pay, even if the invoice has not yet been sent. Accounts
receivable are recognized in the statement of financial
position when an invoice has been sent. A liability is rec-
ognized when the counterparty has performed and there
is a contractual obligation to pay, even if the invoice has
not yet been received. Accounts payable are recognized
when an invoice has been received. A financial asset is
derecognized from the statement of financial position
when the contractual rights are realized or expire, or
the company loses control of them. The same applies
to a portion of a financial asset. A financial liability is
derecognized from the statement of financial position
when the contractual obligation is fulfilled or otherwise
extinguished. The same applies to a portion of a financial
liability. No financial assets and liabilities are offset in
the statement of financial position since the criteria for
offsetting have not been met. On-demand acquisitions
and on-demand sales of financial assets are recognized
on the transaction date.

Classification and measurement

Financial assets are classified based on the business
model within which the relevant asset is held and the
asset’s cash flow characteristics. If the financial asset is
held within a business model whose objective is to col-
lect contractual cash flows and the contractual terms of
the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding, the asset is mea-
sured at amortized cost. The expected maturity is short,
so these assets are carried at cost equal to the nominal
amount without discounting. This business is catego-
rized as “hold to collect” Amortized cost is defined as
the amount at which the financial asset or financial liabil-
ity is measured at initial recognition less repayments,
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plus or minus any cumulative amortization using the
effective interest method on any difference between the
initial amount and the maturity amount and, for financial
assets, adjusted for any allowance for losses.

If the business model’s objectives can be achieved
by both collecting contractual cash flows and selling
financial assets and the contractual terms of the financial
asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal
amount outstanding, the asset is measured at fair value
through other comprehensive income. This business is
categorized as “hold to collect and sell”

The Group applies a business model for cash and
cash equivalents, accounts receivable, other current
receivables and other financial assets where the com-
pany’s business model is “hold to collect,” which means
that the asset is carried at amortized cost.

Financial liabilities are recognized at fair value through
the statement of comprehensive income if they are 1) a
contingent consideration within the scope of IFRS 3, 2)
held for trading, or 3) if the liability is initially identified as
a liability at fair value through the statement of compre-
hensive income. Other financial liabilities are classified at
amortized cost.

Accounts payable are measured at amortized cost.
The expected terms of accounts payable are short,
however, so the liability is recognized at nominal amount
without discounting. Interest-bearing bank loans, over-
draft facilities and other loans are measured at amortized
cost according to the effective interest method. Any
differences between the loan amount received (net of
transaction costs) and the repayment or amortization of
the loan are recognized over the term of the loan. Con-
tingent consideration is classified and measured at fair
value through the statement of comprehensive income.

Fair value of financial instruments

The fair values of financial assets and financial liabilities

are calculated as follows:

» The fair value of financial assets and liabilities that are
traded on an active market is determined using
quoted market prices.

» The fair value of other financial assets and liabilities is
determined according to generally accepted valuation
models, such as the discounting of

« future cash flows and the use of information obtained
from current market transactions.

» The carrying amount of all financial assets and liabili-
ties is considered to be a good approximation of their
fair value, unless specifically stated otherwise.

Amortized cost and effective interest method

The amortized cost of a financial asset is the amount at
which the financial asset was initially recognized less the
principal amount, plus accumulated amortization. Any
difference between the principal amount and the out-

standing principal amount is calculated using the effec-
tive interest method, adjusted for any impairment. The
recognized gross value of a financial asset is the amor-
tized cost of a financial asset before adjustments for any
loss allowance. Financial liabilities are recognized at
amortized cost using the effective interest rate method
or at fair value through the statement of comprehensive
income.

The effective interest rate is the rate at which the
discounting of all future expected cash flows over their
expected maturity results in the initial carrying amount of
the financial asset or the financial liability.

Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and
recognized net on the statement of financial position
when there is a legal right to offset and the intention is to
settle the items as a net amount or simultaneously real-
ize the asset and settle the liability.

Impairment

The Group recognizes a loss allowance for expected
credit losses on a financial asset at amortized cost or fair
value through other comprehensive income. Equity
instruments are not subject to impairment rules. On each
reporting date the Group recognizes in the statement of
comprehensive income the change in expected credit
losses since initial recognition. The objective of the
impairment requirements is to recognize lifetime
expected credit losses for all financial instruments for
which there have been significant increases in credit risk
since initial recognition, whether assessed on an individ-
ual or collective basis, considering all reasonable and
supportable information, including that which is for-
ward-looking. The Group must measure expected credit
losses from a financial instrument in a way that reflects
an objective and probability-weighted amount deter-
mined by evaluating a range of possible outcomes, the
time value of money and reasonable verifiable informa-
tion on current conditions and forecasts of future eco-
nomic conditions.

For accounts receivable and contract assets, simpli-
fications allow the Group to directly recognize lifetime
expected credit losses for the entire life of the asset.
Expected credit losses for accounts receivable and con-
tract assets are measured over the remaining life of the
asset. For all other financial assets, where there has been
no material increase in credit risk, the Group measures
the loss allowance at an amount that corresponds to 12
months of expected credit losses. For financial assets
for which the credit risk has increased significantly since
initial recognition, a reserve is recognized based on the
expected credit losses of the asset over the remaining
life of the asset.

The Group’s exposure to credit risk is primarily
attributable to cash and cash equivalents. The simplified

approach is used to calculate credit losses on the
Group’s accounts receivable. The expected credit losses
for accounts receivable are calculated with the aid of

a provision matrix based on previous events, current
conditions and forecasts for future economic conditions
and the time value of the money if applicable.

Impairment of accounts receivable and other receiv-
ables is recognized in operating expenses. Impairment of
cash and cash equivalents and Other long-term securi-
ties holdings are recognized as a financial expense.

The gross carrying amount of a financial asset is writ-
ten off when the Group has no reasonable expectations
of recovering a financial asset in its entirety or a portion
thereof.

Dividends and interest income
Dividend income is recognized when the owner’s right to
receive payment has been established.

Interest income is recognized over the term using the
effective interest method.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset that
necessarily takes a substantial period of time to prepare
for the intended use or sale are included in the cost of
the asset until such time as the asset is completed for its
intended use or sale. Interest income from the temporary
investment of borrowed funds for an asset as described
above is deducted from the borrowing costs that can be
included in the cost of the asset. Other borrowing costs
are recognized in profit and loss in the period incurred.

Cash and cash equivalents

Cash and cash equivalents in the statements of cash
flows include cash, bank balances and other short-term
investments. Other short-term investments are classified
as cash and cash equivalents if they expire within three
months from the time of acquisition, can easily be con-
verted into cash for a known amount and are exposed to
an insignificant risk for fluctuations in value.

Parent Company accounting policies

The main differences between the accounting policies
of the Group and the Parent Company are described
below. The Parent Company’s accounting policies have
been consistently applied to all periods presented in the
Parent Company’s financial statements and are
unchanged from the 2021 Annual Report. The differ-
ences between accounting policies of the Parent Com-
pany and the Group are described below:

Classification and presentation

The Parent Company’s income statements and balance
sheet are presented in accordance with the Swedish
Annual Accounts Act. The difference in relation to IAS 1

Presentation of financial statements applied in prepara-
tion of the Group’s financial statements is primarily rec-
ognition of capitalized work for own account, finance
income and costs, non-current assets and equity.

Leases

All leases where the company is the lessor are
accounted for as operating leases, regardless of whether
the contracts are finance or operating leases. Lease
charges are recognized as costs evenly over the lease
period, as long as an additional systematic way doesn’t
better reflect the economic use for the lessor over time
in accordance with RFR 2.

Subsidiaries
Investments in subsidiaries are made at cost including
transaction costs. In the consolidated financial state-
ments, transaction costs relating to subsidiaries are rec-
ognized directly in profit or loss as incurred. Dividends
from subsidiaries are recognized as income when the
right to receive the dividend is considered to be estab-
lished and the amount can be reliably measured.
Anticipated dividends from subsidiaries are recog-
nized in cases where the Parent Company unilaterally
may determine the size of the dividend and provided
that the Parent Company has made such a decision
before it published its financial statements. Principles for
impairment testing of shares in subsidiaries follow the
same principles as the Group applies for property, plant
and equipment and intangible fixed assets.

Financial instruments

The Parent Company applies the exception in RFR 2,
which means that the rules on financial instruments in
IFRS 9 are not applied in the Parent Company as a legal
entity. In the Parent Company, financial assets are valued
at cost less impairment. Financial assets and financial
liabilities are measured at the lower of cost and net real-
izable value. However, some of the principles in IFRS 9
still apply - such as those relating to impairment, recog-
nition/ derecognition, criteria for applying hedge
accounting and the effective interest method for interest
income and interest expense.

Group contributions and shareholder contributions
Group contributions are recognized as an appropriation.
Shareholder contributions paid are recognized as an
increase in the item participations in group companies
with the donor. The recipient recognizes shareholders’
contributions directly against equity.
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Note 3

Listed below are the key assumptions concerning the
future and other key sources of estimation of uncertainty
at the balance sheet date, which involve a significant risk
of material adjustments to the carrying values of assets
and liabilities within the next fiscal year.

Capitalized development expenditure

The value of capitalized development expenditure for
products under new and further development is tested
quarterly and whenever events or changes in circum-
stances indicate that the value of these development
costs may have decreased.

In order to determine whether the value of internally
generated development costs has decreased, future
cash flows arising from them are analyzed and assessed
by discounting cash flows. In assessing cash flow for
the next twelve months, forecasts are used that take
into account known risks and uncertainties, such as
inflation-related risks, interest and political risks and
climate risks.

In applying this method, the company evaluates a
number of factors, including the discount rate, forecasted
remaining development expenditure and forecasted
future sales and costs related to each development
project.

The risk of a need to write down the value of capital-
ized development expenditure is mainly attributable to
ongoing development projects for new development of
products that are not expected to be completed until
2024.The reported value of said projects amount to SEK
10m (1) at the end of the year. Further investments during
the next 12 months are estimated to amount to SEK 8m.
The recovery value of these projects is mainly affected
by assumptions about expected sales volume at launch
and turnover growth the following four years. These
assumptions are characterized by uncertainty in ongoing
projects regarding new launches. However, the probabil-
ity of this worst-case scenario occurring can currently be
considered low.

Valuation of inventories

Inventory in stock or at supplier’s warehouses are at

risk of being impaired, for example because it becomes
obsolete before being sold, or cannot be sold with a
profit for other reasons. Consequently, an obsolescence
reserve is used to reflect this risk. The size of the
reserve is impacted by estimates regarding future sales
volumes and prices, as well as future products. Changes
in these estimations could have a material impact on
the Group.

Assessments when applying the groups

accounting principles

Goodwill is, according to IAS36, to be distributed to the
cashgenerating units expected to be favoured by the
synergies of the acquisition. In case goodwill cant be
fairly allocated between these units then goodwill is to
be allocated to the lowest level of the company where
the goodwill in question is monitored in the internal
steering of the company that can’t be bigger than a
business segment. Goodwill arosed at the acquisition of
StyleShoots, which after the time of acquisition is part
of the business segment Photographics as StyleShoots
has been integrated into the current operational pro-
cesses for Photographics and its operating profit is not
regularly followed up by the highest decision making
officer of the group. The lowest level at which goodwill
is monitored is the only business segment of the group,
Photographics. Goodwill from the acquisition of Style-
Shoots can't at any fair ground be allocated between
the cash generating units expected to be favoured from
the acquisition and has as a consequence fully been
allocated to the business segment Photographics. As a
consequence, goodwill is tested for write-downs based
on Photographics (full group) recovery value, see note 18
for performed write-down test and description of impor-
tant assumptions and assessments in the test.

Note 4

On April 6,2022, Profoto Holding AB (publ) entered into
an agreement to acquire 100 percent of the shares in
StyleShoots Holding B.V. (StyleShoots). Acquisition took
place on the same day, April 6, and StyleShoots is con-
solidated with Profoto as of this date.

StyleShoots is a leading full-service fashion e-com-
merce photography company with 41 employees,
headquartered in Haarlem, the Netherlands. StyleShoots
operates in a different part of the market than Profoto, and
by working together Profoto and StyleShoots are expected
to have the opportunity to jointly push StyleShoots’ expan-
sion in an attractive market using Profoto’s organization
and solid experience in global geographic expansion.

StyleShoots had sales of SEK 88m in 2021 and, if
the company had been acquired on January 1,2022,
the Group’s sales for 2022 would have increased by
SEK 24m to SEK 872m and the Group’s operating profit
(EBIT) is estimated to have been unchanged at SEK
249m after deducting depreciation/amortization of
acquisition-related excess values of SEK 4m.

The acquisition is based on a value of the acquired
business on a cash and debt-free basis (Enterprise
Value) of EUR 18.0m. Adjusted for certain variable terms
such as net debt, the total amounts to EUR 17.3m of
which EUR 3.0m is in the form of an interest-bearing

vendor loan to Profoto Holding AB (publ) from the seller
Life Style Technologies Holding B.V. The loan is paid off
in instalments over 3 years. As of the acquisition date,
the purchase price corresponds to SEK 177.3m

An acquisition analysis has been prepared as follows,
allocating the cost of the shares to the net assets
acquired in the subsidiary and goodwill. Final acquisition
costs of SEK 8m are included in the Group’s operating
expenses for 2022. No acquisition costs affected the
Group’s operating expenses in the fourth quarter.

Acquisition analysis

SEKm Fair value
Fair value of transferred consideration

Purchase price paid, settled in cash 146
Vendor note 31
Total 177
Fair value of assets acquired and

liabilities assumed

Technology/Capitalized development 26
expenditure

Brand 13
Customer contracts and customer relations 51
Leased assets 5
Property, plant and equipment 2
Inventories Ll
Accounts receivable and other receivables 25
Cash and cash equivalents 5
Total assets 139
Deferred tax liability 20
Lease liabilities 4
Accounts payable and other payables 39
Total liabilities 63
Net identifiable assets and liabilities 75
Group goodwill 102
Transferred consideration 177

Excess values have been identified mainly related to
acquired customer assets, technology and brands.
Acquired technology relates to proprietary software and
patented integration of hardware and software in Style-
Shoots’ products and is estimated to have a useful life of
eight years. Customer assets relate to customer con-
tracts and customer relationships comprising revenue
from existing and future service contracts and revenue
from future replacement of purchased and rented
products by existing customers. Customer assets are

depreciated over 5-9 years. The StyleShoots brand is
written off over four years.

Goodwill is attributable to future cash flows from new
customers, products and markets as well as synergies
from the use of Profoto’s lighting technology in Style-
Shoots products. Goodwill does not give rise to any
future tax-related deductible expenses.

Acquisition analysis

SEKm Fair value
Effect on cash and cash equivalents

at the acquisition date April 6, 2022

Transferred consideration 177
Vendor notes deducted 31
Cash and cash equivalents of acquired 5
subsidiary deducted

Total -141

Impact of the acquisition on the income statement
April-Dec 2022

Carrying
SEKm amount
Impact after the acquisition date
April 6,2022, included in the Group’s
results for Jan-Dec 2022
Net sales 49
EBIT 14

EBIT includes depreciation/amortization of excess val-
ues from acquired intangible assets of SEK -11m during
the period. Positive EBIT of SEK 6m related to intra-
group sales has been eliminated and is not included in
the acquired company’s earnings for the period.

Turnover and EBIT on the basis of the acquisition hav-
ing taken place on January 1,2022, are given below:

Full year
SEKm 2022
Net sales pro forma
Profoto 848
StyleShoots 24
Net sales pro forma 872
EBIT pro forma
Profoto 249
StyleShoots 4
Depreciation/amortization of -4

acquired intangible assets
EBIT pro forma 249
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Note 5

Through its operations, the Group is exposed to various
types of financial risks such as market, liquidity and
credit risks. Market risk mainly consists of currency risk.
The company’s Board of Directors has ultimate respon-
sibility for the exposure, management and monitoring of
the Group’s financial risks in accordance with the com-
pany’s finance policy. The Board of Directors of the com-
pany approves the policy once a year and the company’s
CFO is responsible to the company’s CEO and Board of
Directors for compliance with the policy. Financial risk
management and controls regarding the financial risks is
reported one time per year to the Audit Committee and
the Board.

Market risk

Currency risk

Currency risk refers to the risk of fluctuation in fair value
or future cash flows as a result of changes in exchange
rates. Exposure to currency risk arises mainly from bor-
rowing in foreign currency and from payment flows in
foreign currency, referred to as transaction exposure, and
from the translation of the income statements and bal-
ance sheets of foreign subsidiaries to the presentation
currency of the Group, which is Swedish kronor (SEK),
referred to as translation exposure.

Transaction exposure

Transaction exposure involves a risk that earnings will be
negatively affected by fluctuations in exchange rates for
the cash flows that take place in foreign currency. The
Group’s outflows mainly consist of Swedish kronor (SEK),
Euro (EUR) and US Dollar (USD), while the Group’s
inflows mainly consist of euro (EUR), US dollar (USD),
Chinese yuan (CNY), Japanese yen (JPY) and British
pound (GBP). The Group is thus affected by changes in
these exchange rates. The company’s policy is not to
hedge forecasted cash flows in the currency.

The table below shows the nominal net amounts in
Swedish kronor of the significant flows that constitute
transaction exposure. The exposure is stated based
on the Group’s payment flows in the most significant
currencies.

Currency 2022 2021
Euro (EUR) 183 17
US Dollar (USD) 149 172
Chinese Yuan (CNY) 47 42
Japanese Yen (JPY) 61 55
British Pound (GBP) 49 36

Interest rate risks

Interest rate risk refers to the risk of fluctuation in vari-
able interest rates associated with borrowings in the
Group. The interest rate risk is considered to be low. An
increase or decrease in the market interest rate by 0.5
percentage points, based on the Group’s current external
borrowing, would not have a material impact on compre-
hensive income as the overall result would change by
SEK 0.3m (0.1). This calculation is based on current bor-
rowings totaling SEK 70m (20).

Translation exposure
Translation exposure involves a risk that the value of the
Group’s net investments and earnings in foreign cur-
rency will be adversely affected by changes in exchange
rates. The Group consolidates net assets and earnings in
SEK on the balance sheet date. This risk is referred to as
translation exposure and is not hedged, in accordance
with the Group’s finance policy.

The table below shows the translation exposure for
net investments in foreign operations. The amounts
below are stated in SEKm at the closing day rate.

Dec 31, Dec 31,
Currency 2022 2021
Euro (EUR) 12 2
US Dollar (USD) 7 7
Chinese Yuan (CNY) 3 2
Japanese Yen (JPY) 4 4
British Pound (GBP) 1 1

The table below shows the translation exposure for
profit/loss before tax in foreign operations. The amounts
below are expressed in SEKm at average exchange
rates.

Currency 2022 2021
Euro (EUR) -14 0
US Dollar (USD) 9 8
Chinese Yuan (CNY) 1 1
Japanese Yen (JPY) 1 1
British Pound (GBP) 0 1

The effects of changes in exchange rates in relation to
SEK for the most significant foreign currencies are pre-
sented under “Sensitivity analysis for market risks”
below.

Sensitivity analysis for market risks

The sensitivity analysis for currency risk shows the
Group’s sensitivity in the event of an increase or a
decrease of 5 percent in the value of SEK compared with
the most significant currencies. For transaction expo-
sure, the effect on the Group’s profit after tax in the event
of a change in exchange rates is shown. This also
includes outstanding monetary receivables and liabilities
in foreign currency at the balance sheet date, including

loans between Group companies where the currency
effect has an impact on the consolidated statement of
comprehensive income.

The sensitivity analysis for translation exposure shows
the Group’s sensitivity in the event of an increase or
decrease in the exchange rate of 10 percentage points.
For translation exposure, the effect on the Group’s profit
after tax and on its equity in the event of a change in
exchange rates is shown.

2022 Dec 31,2022 2021 Dec 31,2021

Effecton Effecton Effecton Effecton
Sensitivity analysis of currency risk profit/loss equity profit/loss equity
Transaction exposure
EUR +5% 9 9
USD +5% 7 9
CNY +5% 2 2
JPY +5% 3 3
GBP +5% 2 2
Translation exposure
Euro (EUR) +10% 1 0
US Dollar (USD) +10% 1 1
Chinese Yuan (CNY) +10% 0 0
Japanese Yen (JPY) +10% 0 0
British Pound (GBP) +10% 0 0

Liquidity and financing risk

Liquidity risk refers to the risk that the Group will have
problems meeting its obligations in relation to the
Group's financial liabilities as a consequence of insuffi-
cient liquidity. Financing risk refers to the risk that the
Group will be unable to arrange adequate financing at a
reasonable cost. In accordance with the Group’s finance
policy, the company shall perform monthly liquidity fore-
casts for the next 60 days. The finance policy also
requires the company to maintain a liquidity reserve of at
least SEK 30m at all times, consisting mainly of unused
overdraft facilities. The size of the liquidity reserve is set
taking into account relevant risks related to the ability of
customers to pay, other financing and expected profit
and liquidity growth. The ongoing assessment of risks
associated with current inflows and outflows of liquidity
and current availability of cash determines the size of the
liquidity reserve. Expected cost and sales levels in the
Group are adjusted on an ongoing basis in 12-month
forecasts carried out four times a year and may be

adjusted to reflect an expected change in sales levels.
Customer credit limits are also reviewed quarterly as part
of ensuring an efficient ongoing flow of payments from
customers. The credit limit for new customers is
assessed case-by-case on the basis of estimated sales
and credit checks.

The maturity distribution of contractual payment
obligations relating to the financial liabilities of the
Group and the Parent Company, are shown in the tables
below. The figures in these tables are not discounted
values and they also include interest payments where
applicable, which means that these figures cannot be
compared with the figures recognized on the statements
of financial position. Interest payments are determined
on the basis of the conditions prevailing at the balance
sheet date. Amounts in foreign currencies are translated
to Swedish kronor (SEK) at the exchange rates on the
balance sheet date.

The Group’s loan agreements do not contain any
special conditions that may cause the payment date to
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be substantially earlier than shown in the tables.

Dec 31, Dec 31,
Within 3-12 1-5 Over _ 2022 2021
December 31,2022 3 months months years 5years Total Accounts receivable 96 69
Liabilities to credit institutions 67 2 6 - 75 Other current receivables 5 5
Lease liabilities 4 9 33 8 53 Non-current receivables 2 2
Accounts payable 53 _ _ _ 53 Casfl and cash %qu'ivalents 150 206
Other current liabilities 8 17 18 - 42 Maximum credit risk exposure 253 282

Total 132 28 56 8 224

Accounts receivable from external customers by
Within 3-12 1-5 Over region:

December 31,2021 3 months months years 5years Total
s TR Dec 31, Dec 31,
Liabilities to credit institutions 6 8 6 - 21 2022 2021
Lease liabilities 3 7 31 15 56 APAC 26 15
Accounts payable 34 - - - 34 Americas 46 36
Other current liabilities 14 - — - 14 EMEA 25 19
Total 57 15 37 15 124 Total external 96 69

Credit and counterparty risk
Credit risk refers to the risk that the counterparty in a
transaction will cause a loss to the Group by failing to
fulfil its contractual obligations. The Group’s exposure to
credit risk is attributable to accounts receivable and
cash and cash equivalents. In order to limit the Group’s
credit risk, a credit assessment is made for each new
customer. The financial situation of existing customers is
also continually monitored in order to identify warning
signs at an early stage. The Group has established a
credit policy under which each new customer is individu-
ally analyzed for creditworthiness before the Group
offers its general payment and delivery terms. The
Group’s review includes external credit ratings, where
available, financial reports, information from credit rating
agencies, industry information and, in some cases, bank
references. Sales limits are set for each customer and
reviewed quarterly. Sales in excess of these limits require
special approval from the Group.

The Group limits credit risk exposure from accounts
receivable by setting a maximum payment period of
one and three months for individual and corporate
customers, respectively. For more information on past
due receivables and loss allowance, see Note 21.

The Group’s exposure to credit risk is primarily attrib-
utable to accounts receivable. The simplified approach

is used to calculate the credit losses on the Group’s
accounts receivable, and gives an insignificant effect.
Expected credit losses have been calculated based

on historical bad debt data. The expected credit losses
for accounts receivable are calculated with the aid of a
matrix based on previous events, current conditions and
forecasts for future economic conditions and the time
value of the money if applicable. The estimated impact
on trade receivables at December 31,2022, of SEK -1m
(0) is considered insignificant, hence the receivables
are reported at nominal values. Accounts receivable
are spread across a large number of customers and no
customer accounts for a significant portion of the total
accounts receivable. Moreover, accounts receivable
are not concentrated in a specific geographic area. The
Group therefore considers the concentration risks to be
limited. In addition to the simplified approach a financial
asset can be seen as doubtful when it is uncertain if
the counterpart will be able to pay the full credit com-
mitment to the Group and the Group can’t regress in
alternative securities, or the financial asset is overdue
by more than 90 days. The Group’s maximum exposure
to credit risk is considered to be equal to the carrying
amounts of all financial assets and is shown in the table
on the right.

accounts receivable

Credit risk in cash and cash equivalents

The Group has cash and cash equivalents of SEK 150m
(206) at December 31,2022. For cash and cash equiva-
lents, banks and financial institutions are counterparties.
These consist mainly of the Group’s two main banks,

Danske Bank and Svenska Handelsbanken, which are
rated A+ to AA-, based on Standard & Poor’s credit rat-
ings. Expected credit losses in cash and cash equiva-
lents have been assessed as insignificant and therefore
are not recognized.

Capital management

Capital is defined in the Profoto Group as net debt, i.e.,
how much cash and equivalents would remain if all debts
were paid. Net debt/EBITDA is a measure of financial risk
and an indication of repayment capacity. According to
the finance policy adopted by the Board of Directors, the
Group'’s financial objective is to have an optimal capital
structure that contributes to maintaining the confidence
of investors and creditors and provides a stable basis for
the continued development of the business. Capital
structure refers to the company’s financing (total capital)
and the combination of equity and liabilities.

The key ratios that the company’s management and
external stakeholders mainly assess in terms of capital
structure are net debt to EBITDA and interest coverage
ratio (EBITDA/net financial expenses). Profoto intends to
maintain an efficient long-term capital structure where
net debt in relation to EBITDA is a maximum of 3.0 (2.5)
and the interest coverage ratio is a maximum of 5.0 (4.0).
These key ratios are monitored on an ongoing basis and
reported to the Board.
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Classification of financial instruments

The carrying amounts of financial assets and liabilities by valuation category in accordance with IFRS 9 are shown in

the table below.

Financial assets

Financial liabilities

measured at measured at
December 31,2022 amortized cost amortized cost
Financial assets
Non-current receivables 2
Accounts receivable 96
Other receivables -
Cash and cash equivalents 150
Total financial assets 248
Financial liabilities
Liabilities to credit institutions 71
Accounts payable 53
Accrued expenses' 10
Total financial liabilities 134

Financial assets

Financial liabilities

measured at measured at
December 31,2021 amortized cost amortized cost
Financial assets
Non-current receivables 2
Accounts receivable 69
Other receivables -
Cash and cash equivalents 206
Total financial assets 277
Financial liabilities
Liabilities to credit institutions 20
Accounts payable 46
Accrued expenses! 15
Total financial liabilities 81

1) Accrued expenses refers to the part of accrued expenses that will be settled by cash and cash equivalents

Net gains/losses from financial assets and liabilities broken down by valuation category in accordance with IFRS 9 are

shown in the table below.

Financial Financial
assets liabilities
measuredat measured at
amortized amortized
2022 cost cost Total
Operating profit/loss
Operating receivables - foreign exchange differences 31 31
Other operating liabilities - foreign exchange differences -26 -26
Total operating profit 31 -26 5
Net financial items
Interest income 1 1
Interest expense -5 -5
Foreign exchange differences -2 -2
Total net financial items 1 -7 -6
Financial Financial
assets liabilities
measured at measured at
amortized amortized
2021 cost cost Total
Operating profit/loss
Operating receivables - foreign exchange differences 9 9
Other operating liabilities - foreign exchange differences -5 -5
Total operating profit 9 -5 -4
Net financial items
Interest income 0 0]
Interest expense -2 -2
Foreign exchange differences 0 -1 -1
Total net financial items ) -3 -3

For information purposes, the methods and assumptions
used to determine the fair value of the Group’s financial
instruments are summarized below.

Accounts receivable and accounts payable

Accounts receivable and accounts payable normally
have a remaining useful life of less than three months, for
which reason the carrying amount is a good approxima-
tion of the fair value.

Interest-bearing liabilities

Interest-bearing liabilities are recognized at amortized
cost. The maturities are short, for which reason the
reported value is a good approximation of the fair value.
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Note 6

The Group’s only operating segment is Photographic.
The Group has integrated the acquired subsidiary Style-
Shoots into Profoto’s existing operational processes for
reporting and monitoring. There have been no changes
in the Group’s management as a result of the acquisition.

StyleShoots is not a separate operating segment.

» Photographic derives revenue from the sale of light
units and systems with accessories and related

Group-wide consists of Group management. The seg-
ment’s revenue consists of internal management fees
from Group companies.

* The accounting policies of the reportable segment is

consistent with the Group’s accounting policies. Sales
between the segment and the Group take place on

market terms.

services.
2022 Photographic Group-wide Eliminations Total Group
Revenue 848 848
Other operating income 32 14 -14 32
Total revenue 881 14 -14 881
Capitalized work for own account 37 37
Goods -266 -266
Depreciation, amortization and impairment -73 -73
Other operating expenses -328 -15 14 -329
Operating profit/loss 250 -1 o 249
Not distributed: Net financial items -6
Profit/loss before tax 243
2021 Photographic Group-wide Eliminations Total Group
Revenue 732 732
Other operating income 1 12 -12 1
Total revenue 744 12 -12 744
Capitalized work for own account 22 22
Goods and services -232 -232
Depreciation, amortization and impairment -57 -57
Other operating expenses -237 -39 12 -264
Operating profit/loss 239 -27 o 212
Not distributed: Net financial items -3
Profit/loss before tax 209

Revenue from external
customers by region’ 2022 2021
APAC 174 179
Of which Japan 71 69
Americas 356 306
Of which the US 327 286
EMEA 318 248
Of which Sweden 31 22
Total 848 732
Dec 31, Dec 31,
Fixed assets? 2022 2021
Sweden 349 173
Other 29 8
Total 377 181

Information about large customers

The Group has one customer who individually accounts
for 10 percent or more of consolidated revenue. Sales to
this customer were SEK 121m (138).

1) Revenue from external customers by region is based on where the customers
are located.

2) Non-current assets are exclusive of financial instruments and deferred tax
assets.

Note 7

The Group recognizes revenue from the sale of goods at
a certain point in the following main product categories.
These are consistent with the revenue information pre-
sented for the Group’s reportable segments in accor-
dance with IFRS 8. In addition, revenue by region is
presented in Note 6.

Revenue by product category 2022 2021
Photographic 847 732
Digital business 1 1
Total 848 732
Revenue per product line 2022 2021
Light units and systems 601 496
Accessories 202 21
Other 45 26
Total 848 732

Contract balances for advances and accrued income do
not amount to significant amounts. Contract assets and
contract liabilities are recognized as deferred income
and accrued income respectively, see Note 22 and Note
28. All contract assets and contract liabilities are mainly
realized as income within 1 month. The character and
time of the revenue are described in Note 2 and uncer-
tainties about revenue and cashflow are described in
Note 5.

Note 8

Group 2022 2021
Exchange gains 31 9
Other income 1 2
Total 32 1"

Other income consists of realized and unrealized foreign
exchange gains from operating activities. The corre-
sponding foreign exchange losses are recognized as
Other operating expenses and are disclosed in Note 12.
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Note 9
Parent
Group Company
2022 2021 2022 2021
Deloitte
Audit assignments 1.6 1.8 14 11
Other audit duties 0.2 11 0.2 11
Tax advisory services - 0.0 - -
Other services - 0.3 - 0.3
Flynth
Audit assignments 0.3 - - -
Azets
Audit assignments 041 01 - -
Total 22 3.2 1.6 25

Audit assignment relates to the auditor’s remuneration
for the statutory audit. This work includes reviewing the
Annual Report and consolidated financial statements,
the accounts and the administration by the Board of
Directors and the CEQ, as well as fees for reporting
advice provided in connection with the audit assign-
ment.

Other audit tasks relate to a review of the prospectus,
interim report for the first quarter of 2021 and other
services in connection with the listing of the Parent
Company in July 2021. All costs for the statutory auditing
of Group companies included in the consolidated
accounts, as part of the group audit have, for both 2022
and 2021, been invoiced to the Parent Company Profoto
Holding AB (publ).

Note 10

Leases 2022 2021
Leased assets

Real Estate 44 48
Equipment 1 1
Vehicles 2 1
Total leased assets 47 50
Lease liabilities

Current liabilities 12 9
Non-current liabilities 38 43
Total lease liabilities 49 52
Depreciation of right-of-use

assets

Real Estate -9 -8
Equipment -1 -1
Vehicles -2 -1
Interest expense on lease liabili- -1 -1
ties

Total impact on earnings -13 -1

New rights of use in 2022 amounted to SEK 7m (5) and
primarily relate to rental agreements in the acquired
company in the Netherlands and a new office in China,
where the right of use for the old office was also termi-
nated during the year.

Office leases usually include extension options. The
current fundamental assessment is that none of these
extension options will be used, and no optional periods
are therefore included in the terms or lease liabilities.
These judgements are based on the long remaining
contractual duration in one case, and the decision not
to prolong periods in other cases. Reassessment of
whether a renewal option will be exercised with reason-
able certainty on office leases occurs if a significant
event occurs or circumstances change significantly in
a way that is within the lessee’s control. Payments on
leases of short duration and low-value leases are not
material.

The total cash flow from leases in 2022 amounts to
SEK 13m (11). Maturity analysis of lease liabilities is shown
in Note 5. Total income from subleases of right-of-use
assets amounts to SEK 1m (1) during the period.

Note 11

Average number of employees 2022

Women Men Total
Parent Company
Sweden 0] 2 2
Total o 2 2
Parent Company
Subsidiaries
France (0] 1 1
Japan 3 3 6
UK 0 1 1
Sweden 18 39 57
Germany 0] 2 2
China 5 4 9
us 4 12 16
Netherlands 8 22 30
Total subsidiaries 38 84 122
Total Group 38 86 124
Average number of employees 2021

Women Men Total

Parent Company
Sweden 0 2 2
Total ) 2 2
Parent Company
Subsidiaries
France 1 0] 1
Japan 3 3 6
UK o] 2 2
Sweden 20 37 57
Germany 0 2 2
China 5 4 9
us 5 Ll 16
Total subsidiaries 34 59 93
Total Group 34 61 95

Board members and other senior executives
on the balance sheet date

2022 2021

Parent Company
Women:

Board of Directors 3 3

Other senior executives (0] 0
Men:

Board of Directors,

including CEO 3 3

Other senior executives 0 0
Total for Parent Company 6 6
Group
Women:

Board of Directors 3 3

Other senior executives 4 3
Men:

Board of Directors,

including CEO 3 3

Other senior executives 4 5
Total Group 14 14
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Costs for employee benefits

Salaries and other remuneration distributed between
senior executives and other employees

2022 2021
Parent Company 2022 2021
Salaries and other remuneration 6.0 72  ParentCompany
Social security contributions 2.0 3.8 ) )
R Salaries and other remuneration
Pension costs 2.1 17 o senior executives, 1(1) person 43 5.2
Subsidiaries including bonuse_s and
Salaries and other remuneration 88 72 :ssgtg:lsrréirencuur:ﬁ/rsgon to 04 10
Social security contributions 23 21 Salaries and other remuneration
Pension costs 8 10 to other employees 17 2.0
Total salaries and remuneration Total salaries and other remu- 6.0 7.2
in the Group 94 80  nerationin the Parent Company
Total social security
contributions in the Group 25 25
. . Salaries and other remuneration and pensions to
Total pension costs in the Group 9 10 . .
senior executives
Total Group 128 115
2022 2021
Group
Salaries and other remuneration
to senior executives 8 (8) people 13 16
including bonuses and
similar remuneration to
senior executives 1 3
Pension costs to senior
executives 4 4
Total salaries and other remu- 17 21
neration and pensions for senior
executives in the Group
Remuneration to senior executives (SEK)
Basic Variable
salary / remu- Other Pension
Remuneration to senior executives 2022 Fees neration benefits costs Total
Chairman of the Board, Hans Eckerstrom 472,581 - - - 472,581
Member of the Board, Magnus Brannstrém 256,989 - - — 256,989
Member of the Board, Pernilla Ekman 281,989 - - - 281,989
CEO, Anders Hedebark 3,661,946 379,731 246,959 1,647,842 5,936,478
Member of the Board, Helena Holmgren 215,591 - - — 215,591
Member of the Board, Helene Willberg 298,387 - - - 298,387
Other senior executives (7 people) 8,182,772 856,252 74,991 2,427,571 11,541,586
Total remuneration to senior executives 13,370,255 1,235,983 321,950 4,075,413 19,003,601

Basic Variable
salary / remu- Other Pension
Remuneration to senior executives 2021 Fees neration benefits costs Total
Chairman of the Board, Hans Eckerstrom 425,000 - - - 425,000
Member of the Board, Magnus Brannstrom 212,500 - - - 212,500
Member of the Board, Pernilla Ekman 150,000 - - - 150,000
CEO, Anders Hedebark 3,802,800 1,055,356 347,618 1,281,000 6,486,774
Member of the Board, Helena Holmgren 112,500 - - - 112,500
Member of the Board, Helene Willberg 250,000 - - - 250,000
Other senior executives (7 people) 8,052,988 2,225,768 75,817 2,658,039 13,012,612
Total remuneration to senior executives 13,005,788 3,281,124 423,435 3,939,039 20,649,386

Pensions

The retirement age for the CEO is 65. The pension pre-
mium shall amount to 35 percent of the pensionable sal-
ary. Pensionable salary refers to basic salary and variable
remuneration. Part of the pension premiums are premi-
ums paid into a company-owned endowment policy.
Pension liabilities and endowment insurance are pre-
sented net. The provision for special payroll tax is calcu-
lated on the basis of the value of the endowment policy.

Pension premiums are paid according to ITP1or ITP
2. Defined benefit plans consist of the ITP 2 plan for civil
servants in Sweden, which is insured by Alecta. As Alecta
is unable to provide the information required to report
the ITP 2 plan as a defined benefit plan, it is recognized
as a defined contribution plan (see below).

ITP 2 defined benefit plan obligations for old age
pension and family pension obligations for salaried
employees in Sweden are managed through insurance
from Alecta. According to a statement from the Swedish
Financial Reporting Board, UFR 10 Accounting for pen-
sion plan ITP 2 financed by insurance in Alecta, this is a
defined benefit plan that covers several employers. For
fiscal year 2021, the company did not have the informa-
tion to account for its proportionate share of the plan’s
obligations, plan assets and expenses, which meant that
the plan could not be accounted for as a defined benefit
plan.

The ITP 2 pension plan, which is covered by an insur-
ance policy with Alecta, is therefore accounted for as a
defined contribution plan. The premium for the defined
benefit old-age and family pension is calculated individ-

ually and depends on factors including salary, previously
earned pension and expected remaining service.

Expected premiums for the next reporting period for
ITP 2 insurance policies underwritten in Alecta amount
to SEK1m (1). The Group’s share of the total contributions
to the plan and the Group’s share of the total number of
active members of the plan amount to 0.0 percent (0.0)
and 0.0 percent (0.0) respectively.

The collective consolidation level is the market value
of Alecta’s assets as a percentage of the insurance liabil-
ities calculated according to Alecta’s actuarial methods
and assumptions, which do not comply with IAS 19.

The collective consolidation level should normally be
allowed to vary between 125 and 175 percent. If Alecta’s
collective consolidation level falls below 125 percent or
exceeds 175 percent, measures must be taken to create
the conditions for the consolidation level to return to the
normal range. At a low consolidation level, one measure
could be to increase the agreed price for subscription
and extension of existing benefits. At a high consoli-
dation, one measure could be to implement premium
reductions. At the end of 2022, Alecta’s surplus in terms
of the collective consolidation ratio was 172 percent (172).

Agreements on severance pay

If the CEO resigns or is dismissed by the company, the
notice period is twelve months. In case the CEO resigns
from position before the notice period has ended, any
remuneration from other assignments should be
deducted from the remuneration paid by the company
during the notice period.
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Note 12 Note 16 Note 17
Group 2022 2021 2022 2021 The Group’s deferred tax assets and deferred tax The Group has the following subsidiaries at December
Exchange losses 26 5 Current tax liabilities related to the following items: 31,2022:
Total -26 -5 Current tax on profit/loss for the Country of Hold-
year P -4 47 Dgzgk De;o!i;i Name and corp. reg. no. operation ing, %'
Adjustments recognized in the Def t t Profoto AB
current year for current tax in pre- eferred a?( assg . corp. reg. no. 556115-5838 Sweden 100
Note 13 vious years 5 1 Internal profit on inventories 13 M profoto GmbH
Other items 6 5  corp.reg. no. HRB 39399 Germany 100
Group 2022 2021 Deferredtax Deferred tax asset 19 16 Profoto France SARL
Interest income 1 o Deferred tag?fs attributable to 3 5 corp. reg. no. 481980 530 R.C.S France 100
t i B -
Foreign exchange differences 9 0 emporary diiterences Deferred tax liability Profoto K. K.
Total -49 -51 o corp. reg. no. 0104-01-057702  Japan 100
Other 0 0 Capitalized development
Total 10 Py expenditure 21 21 Profoto Ltd
rei;nciliation of tax expense 2022 2021 Acquired intangible assets 1 _ :or;f). re%gcl). 584-2094 UK 100
or - e year Untaxed reserves 45 32 rofoto n%2_0407352 us 100
Profit/loss before tax 243 209 Other items 4 1 corp. reg. no.
Note 14 Tax at applicable Swedish tax S— Profoto Shanghai Photographic
rate, 20.6% (20.6) -50 43  Deferredtaxliability o 54 g?g;ggggtl\/lcﬂé?x%o?r& O i 100
Group 2022 2021 Tax effect of non-deductible o ina
expenses o) .g Deferred tax assets are valued at no more than the Profoto HK Limited Hong Kong,
Interest expense 5 -2 . amount likely to be recovered based on current and corp. reg. no. 2757485 China 100
Foreign exchange differences -12 4 Effectof different tax rates for future taxable earnings. Profoto Holding B.V
foreign subsidiaries -3 -2 . . gb.
Total 16 3 ) The tax rate for the calculation of deferred tax is 20.6 corp. reg. no. 34310663 NL 100
Other items 0 O percent based on the effective tax rate applicable from )
; N X h Profoto Technologies B.V
Total -54 .50 2021.No tax is recognized in other comprehensive corp. reg. no. 62348922 NL 100
income. The Parent Company’s deferred tax asset T
Note 15 Adjustments recognized in amounts to SEK 1.1m (1.3) at year-end and consists of a Profoto B.V 54398800 NL 100
the current year for current tax deferred tax asset related to tax on deferred cost deduc- ~ SC'P-€9-No.
Parent Company 2022 2021 in previous years 5 -1 tions on a capital insurance of SEK 1.1m (1.3). 1) Percentage shareholding refers to the share of equity and votes held by the Par-
. N N Reported tax expense -49 -51 ent Company, directly or indirectly.
Group contributions received 15.4 51.9 for the year
Total 15.4 51.9 Profoto Holding AB is the direct owner (100 percent) of

Profoto AB with a share book value of SEK 32.0m (32.0).
Profoto Holding AB is also the direct owner (100 per-
cent) of the Netherlands-based (NL) company Style-
Shoots Holding B.V, acquired in 2022, with a book value
of SEK 185.3m. The acquisition also included Style-
Shoots Holding B.V’s wholly owned subsidiaries Style-
Shoots B.V and StyleShoots Technologies B.V. The
registered company names of the acquired companies
were changed after the acquisition to the names now
shown in the above table. Profoto AB is in turn the direct
owner (100 percent) of all the other subsidiaries.

No other changes in the composition of the Group
have taken place in 2022 or 2021.
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Note 18
Technology,
Capitalized customer Other
development assets and intangible

Goodwill expenditure brand assets Total
Opening accumulated acquisition value January 1, 2022 - 235 - 35 270
Acquisitions 102 3 87 - 192
Internally developed assets - 40 - - 40
Currency effects 8 - 7 - 15
Closing accumulated acquisition value December 31,2022 110 278 95 35 518
Opening depreciation/amortization January 1,2022 - -125 - -20 -145
Depreciation/amortization for the year - -32 -1 -7 -51
Currency effects - 0 0 - 0
Closing accumulated depreciation/amortization December 31,2022 - -157 -1 -27 -195
Opening impairment January 1, 2022 - -19 - - -19
Impairment for the year - - - - -
Closing accumulated impairment December 31,2022 - -19 - - -19
Carrying amount December 31, 2022 110 102 83 8 304
Opening acquisition value January 1,2021 - 214 - 33 246
Acquisitions — — - 2 2
Internally developed assets - 22 - 0 22
Closing accumulated acquisition value December 31,2021 - 236 - 35 27
Opening amortization January 1, 2021 - -97 - -13 -109
Depreciation/amortization for the year - -29 - -7 -36
Closing accumulated amortization December 31, 2021 - -126 - -20 -146
Opening impairment January 1,2021 - -19 - - -19
Impairment for the year - - - - -
Closing accumulated impairment December 31,2021 - -19 - - -19
Carrying amount per December 31,2021 - 91 - 15 106

Total research and development expenses that were
expensed in the period amounted to SEK 48m (29).
These relate mainly to costs in the feasibility phase and
project-wide administrative expenses that cannot be
attributed to the development of specific products.
Profoto’s business operations are conducted entirely
within the Photographics segment, and all business moni-
toring and reporting is therefore done within this segment.
The acquired company StyleShoots engages in

activities that generate revenue and incur expenses, and
has discrete financial information available. However,
the operating performance of the acquired company is
not regularly monitored by the Group’s chief operating
decision-maker as a basis for decisions on the allocation
of resources and the assessment of the acquired com-
pany’s performance.

The Group has integrated the acquired company
into its operational processes, and there have been no

changes in the Group’s management as a result of the

acquisition.

This demonstrates that the acquired company does not

form a separate operating segment, and therefore good-
will has been tested for impairment against the Group’s
total estimated future cash flows calculated at present
value. The book value of goodwill and the pretax discount

rate (WACC) are presented in the table on the right.

December 31,2022 Goodwill WACC,% WACC,%
before

tax  aftertax

Photographics 10 127 10.8

Total 110 127 10.8

All of the Group’s goodwill arose from the acquisition of
StyleShoots in 2022. In 2021 there was no goodwill.

The recoverability of goodwill has been determined
by calculating the value in use of the cash-generating
unit Photographics. The calculation model is based on
a discounting of future projected cash flows against the
carrying amounts of the entity. The forecast consists of
a detailed forecast for the next twelve months, as well as
the financial targets for the following four years adopted
by the Board of Directors. Beyond the budget and the
five-year forecast period, cash flows have been extrapo-
lated at an annual growth rate of 2 percent, which can be
considered to be a reasonable level in a global market in
Profoto’s field of activity.

The assumptions used in the calculation are based on
historical trends in sales volumes in different markets,
current demand and expectations for new product
development. Profitability is based on previous years’
results, existing plans for profitability improvements and
the current inflation situation. The discount rate is based
on the weighted average cost of capital (WACC), which
describes the total cost of external and equity financing,
taking into account the company-specific level of risk.

The pretax discount rate includes a risk premium to
reflect the current macroeconomic uncertainty together
with the specific risk of the market in which Profoto
operates. A company-specific risk reflecting that there is
a natural uncertainty around the sales volumes that form
the basis of the forecast (12 months plus four years) is
also included, particularly regarding products that have
not yet been launched on the market.

The impairment testing carried out on a quarterly
basis during the year has not resulted in any need for
impairment. The review also shows that there is a very
large scope for possible impairment.

At the balance sheet date, the book value after
depreciation/amortization of assets, other than goodwill,
arising from acquisitions of SEK 83m is allocated
to technology (22m), customer relationships (29m),
customer contracts (21m) and brand names (12m). The
depreciation/amortization periods applied are eight
years for technology, nine years for customer relation-
ships, five years for customer contracts and four years for
brand names. For further information, see Note 4.
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Note 19 Note 20 Note 21
Tools and Leasehold 'kI)'hIe composition of inventories is shown in the table Dec 31, Dec 31,
equipment improvements Total elow. 2022 2021
Opening acquisition value January 1, 2022 95 10 105 Dec 31, Dec31,  Accounts receivable, gross 98 69
2022 2021 .
Investments 10 (0] 10 Finished a1 = 83 Provision for expected
Acquisitions 8 1 9 nis .e goo S |nvent?ry credit losses -2 0
Sales/retirement 4 4 4  Consignmentinventories 22 13 Accounts receivable, net after 96 69
. . Other stock 8 3 provision for bad debts
Translation differences 0 0 0 c - " 7T 99
. arrying amoun
Closing accumulated cost December 31,2022 12 10 122 ving The management’s assessment is that the carrying
. . amount of accounts receivable, net of provisions for bad
Opening depreciation January 1, 2022 -64 -8 -70 2022 2021 {ebts, corresponds to fair value.
Sales/retirement 0 1 1 Cost of goods 266 232
Acquisitions -6 -1 -6 Total 266 232 Dec 31, Dec 31,
Depreciation/amortization for the year -9 -1 -10 2022 2021
Translation differences 0 0 1 Consignment inventories mainly consist of components Provision fqr expected credit
Closing accumulated depreciation/ hel_lc_:I in Iipvent.ory by ma;gfsgturers and/grEinéJliersé Iosse's: beginning of.year 2 0
amortization December 31,2022 -79 -9 -86 otal impairments in amount to SEK -3m (-8). Provision from acquired
companies 0] -
Opening impairment January 1, 2022 -9 0 -9 Provision for expected credit
Impairment for the year 0 - 0 losses for the year il 0
Closing accumulated impairment December 31,2022 -9 0 -9 Reversal of unused amounts 0 Y
Carrying amount -2 o
Carrying amount December 31,2022 25 1 26
Accounts receivable Dec 31, Dec 31,
aging analysis 2022 2021
Opening acquisition value January 1, 2021 92 1 103 Not past due 88 68
Investments 5 - 5 Past due <30 days 9 1
Acquisitions Past due 30-60 days (0] (6]
Sales/retirement -4 -1 -5 Past due 60-90 days 0 0
Translation differences 2 0 2 Past due > 90 days 0 0
Closing accumulated cost December 31,2021 95 10 105 Total 98 69
Opening depreciation January 1, 2021 -56 -7 -63 The company’s assessment is that payment will be
Sales/retirement 4 1 5 received for accounts receivable that are overdue but
Depreciation/amortization for the year 10 2 12 have not been written off, since the payment history of
Translation differences 2 0 A the customers is good. For the Group’s analysis of finan-
cial risk management and financial instruments, see
Closing accumulated amortization December 31,2021 -64 -8 -70 Note 5. Estimated expected credit losses are disclosed
Lo . in Note 5 and have been assessed as immaterial in their
Opening impairment January 1, 2021 -9 o -9 estimated amount, but are included in the above note
Impairment for the year 0 0] 0] disclosures.
Closing accumulated impairment December 31,2021 -9 (o] -9
Carrying amount per December 31,2021 23 2 25
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Note 22 Note 25 Note 27 Note 28
Dec 31, Dec 31, 2022 2021
: : 2022 2021 |pQ expenses - 25 Dec31, Dec3i, Dec31, Dec3i,
Prepaid rent and licenses 4 2 Costs related to acquisitions ) _ 2022 2021 Group 2022 2021
Prepaid insurance premiums 1 2 Total expenses 8 25 Non-currentinterest- Accrued wages, etc. 24 29
Marketing 1 0 bearing liabilities Prepaid income 17 2
Accrued consumption of The above items are considered by the Group to be Non-current liabilities to Accrued materials costs 3 10
consignment inventories _ 1 unusual in nature and also material to the Group’s results. credit institutions 4 6 A d keti 1 1
Accrued income ; _ These items are therefore specified separately in the Carrying amount P 6 cerued marketing costs
- notes, as they play an important role in understanding the Accrued consultancy fees 6 6
gther.ltems . 81 ; ur}de;lying ltausirlwetszctie\éelopment. The (;?sts f(_)l_thOZZt Current interest-bearing Other accrued costs 4 6
arrying amoun refer to costs related to business acquisitions. The costs liabilities .
for 2021 are related to the company’s IPO in July 2021. e Carrying amount 55 55
Current liabilities to
credit institutions 67 14 Dec 31 Dec 31
Note 23 Noto 26 Carrying amount 67 14 parent Company 2022 2021
ote - .
Cash and cash equivalents consist exclusively of avail- The Group’s utilized overdraft credit amounts to SEK A;:crrgltleg\)/:;?ﬁssdand 46 6.4
able balances with banks and other credit institutions. 64m (5) and is included in the item Current liabilities to pay ) ’ ’
Utilized overdraft facilities are recognized as current . Dec 31, Dec31,  credit institutions. The interest rate on the overdraft facil- ~ Accrued interest expense 0.6 -
liabilities to credit institutions. Group - total provisions 2022 2021  jty used is variable. The USD overdraft is based on the Other items 04 03
Financial risk management (credit risk) is described Provisions at the beginning SOFR (formerly LIBOR) reference rate, while the EUR i
in Note 5. ° of the year 12 12 overdraft is based on the EURIBOR reference rate. The Carrying amount O 67
Provisions during the period 30 7 switch from LIBOR to SOFR took place as a direct con- The Group’s accrued salaries have decreased as a con-
Provisions in acquired companies 1 _  sequence of the reference rate reform, where the new sequence of lower bonus-related reserves compared to
> ; reference rate has been deemed economically equiva- the comparative year, mainly due to a less positive
Note 24 Provisions reversed during lent to the previous one. The Group’s total overdraft facil- earnings performance by the Group in 2022 than in the
the period L -7 ity amounts to SEK 113m (65). In the Annual Report 2021, comparative year 2021.
On December 31,2022, share capital consisted of Provisions at year-end 31 12 tota] overdraft was statgd at SEK 339m, which inc'luded Prepaid income consists of goods paid for but not yet
40,000,000 (40,000,000) shares with a nominal value available revolving credit of SEK 250m and loans in delivered and payments for service and maintenance
of SEK 0.0125 (0.0125). All shares are ordinary shares Dec 31 Dec 31 g}hlna of SEIt(hztArm. Tl'tledclla55|f|cat|onthas Ib?jerc]i ;Ianflg;ﬂ contracts.
with equal voting rights. Group - warranty provisions 2022 2021 IS year so that granted loans are not Included in avail- Accrued material costs consist of material and
p yP — able overdrafts b,Ut are |n.add|.t|.on to these. The Group freight-related commitments and risks, and risks related
Provisions at the beginning also has a revolving credit facility of SEK 250m, which to goods in inventory.
Number of shares 2022 2021  of the year 12 12 was not drawn at year-end. The interest rate on the
At beginning of year 40,000,000 500,000 Provisions during the period 16 7  revolving credit is variable and is based on the STIBOR
Share split — 39,500,000  Provisions in acquired companies 1 - .rteferfentct:]e r?‘tebfﬁtr'cret?mittm the StEK Ctijrrefr;c;y. -I'-Iht'e major-
. - : ity of other liabilities that are not overdraft facilities are
Atyear-end U] 40,000,000 tF;rowspn; reversed during 1 7 based on a fixed interest rate. The long-term debt
e p.er.lo - - matures in 2025, Fair value is estimated to be the
Provisions at year-end 18 12 carrying amount of the liabilities.

Of the total provisions, SEK 18m (12) relates to provisions
for guarantee commitments, of which SEK 11m (7) are
long-term and SEK 8m (5) are short-term. Long-term
provisions consist of guarantee commitments expiring
within 1-2 years, short-term provisions expire within 1
year. The amounts are not discounted, and the discount-
ing effect is not material. Other provisions consist of risks
related to material costs of SEK 9m (0) and other provi-
sions of SEK 4m. Provisions for material costs are con-
sidered to be short-term and other provisions long-term.
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Note 29 Note 31 Note 33
Group 2022 2021 In preparing the Statement of Cash Flows, adjustments For the full year, invoiced management fees totaled The following profits are at the disposal of the Annual
— —— are made for non-cash items which are summarized in SEK 14.3m (11.7). Related-party transactions also include General Meeting (SEK)
Depr_eC|at|on/amort|zat|on and the table on the left. remuneration to Directors and other senior executives. Retained earnings 55.916.917
mpairment of property, plant and ) ; : : 9 210,
Imp - ) The remuneration level is determined on a commercial )
equipment and intangible assets 73 57 basis. The Parent Company has issued a general guaran- Profit/loss for the year 163,599,368
Obsolescence provision tee on behalf of its subsidiary, see Note 30. Closing bal- Total 209,516,285
for inventories 8 3 ances are presented in the table for the Group and the .
Provisions 14 4 Parent Company, respectively. The Board of Directors and the CEO propose:
Other items 3 2 to be distributed to shareholders 160,000,000
Total o1 61 2022 2021 to be carried forward 49,516,285
Receivable§ from Total 209,516,285
Reconciliation of liabilities arising from financing activities is presented in the tables below: related parties
Parent Company
Liabilities Receivables from other Group
. tocredit i EFa.se | companies 31.8 199.5
Group institutions iabilities Tota Carrying amount 318 1995
Opening balance January 1, 2022 20 52 72
Cash flow 55 -12 43 Liabilities to related parties
Business combinations - 4 4 Parent Company
Net contracts entered into - 5 5 Liabilitigs to other Group
Foreign exchange differences -5 1 -4 companies - 247
Carrying amount December 31,2022 4| 50 120 Carrying amount - 247
Liabilities
to credit Lease Intercompany
Group institutions liabilities liabilities Total  Note32
Opening balance January 1, 2021 44 56 83 183
Cash flow ) -2 _11 103 135 + The Board of Directors has proposed a dividend of
Net contracts entered into - 7 20 27 SEK 4.00 per share, corresponding to a total amount
Foreign exchange differences -2 - - -2 of SEK160m.
Carrying amount per December 31, 2021 20 52 - 72 « |tis the company’s assessment that, at the time this
report is issued, the war in Ukraine has had no signifi-
cant impact on Profoto’s profit or business. The war
has created an uncertainty in many parts of the world
Note 30 economy and can bring risk of interruptions in delivery
chains, higher purchase prices and a general financial
Dec 31, Dec 31, Company mortgage of SEK 40m was returned to drop. It is to early to assess the long-term effects of
2022 2021 borrowing group companies on February 3,2022. ;hﬁ COH;HC:j bUtIthe company continues to carefully
Pledged collateral The Parent Company has issued a general guarantee ollow the developments.
M 9 40 on behalf of Profoto AB, 556115-5838. No outstanding
ortgages - liabilities are covered by the guarantee at the balance
Pledges on accounts sheet date. Profoto AB also has an unlimited general
receivable and inventories guarantee in favor of the subsidiary Profoto US Inc, which
of Group companies - 57 in 2022 replaced previous pledges in trade receivables
Total - 97 and inventories of Group companies.
None of these guarantees could be considered
Contingent liabilities contingent liabilities, since the probability that the
Swedish Customs Service 1 1 guarantees would be called in for payment is very low.
Total 1 1
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Signatures

The annual accounts and consolidated accounts
were approved for issue by the Board of Directors
on April 4,2023. The consolidated income state-
ments and balance sheet as well as the Parent
Company’s income statements and balance sheet
are subject to adoption by the Annual General
Meeting on March 5, 2023.

The Board of Directors and the CEO hereby cer-
tify that the Annual Report has been prepared in
accordance with the Annual Accounts Act and RFR
2 Accounting for Legal Entities, and that it gives a
true and fair view of the company’s position and
results. It is further certified that the Directors’
Report gives a true and fair view of the develop-

ment of the company’s business, position and
performance and that it describes the principal
risks and uncertainties that the company faces.
The Board of Directors and the CEO hereby certify
that the consolidated financial statements have
been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted
by the EU, and give a true and fair view of the
Group’s financial position and performance and
the Directors’ Report give a true and fair view of
the Group’s operations position and results and
describes significant risks and uncertainties that
the companies included in the Group face.

The signatures of the Board of Directors and the Chief Executive Officer have

been provided on the date indicated by our electronic signatures

Stockholm on April 4,2023

Hans Eckerstrom
Chairman of the Board

Magnus Brannstrom
Member of the Board

Helena Holmgren
Member of the Board

Anders Hedebark
Member of the Board and CEO

Pernilla Ekman

Member of the Board

Helene Willberg

Member of the Board

Our audit report was issued on April 4,2023

Deloitte AB

Therese Kjellberg
Authorized Public Accountant
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Auditors’ Report

To the general meeting of the shareholders
of Profoto Holding AB (publ)
corporate identity number 556810-9879

REPORT ON THE ANNUAL ACCOUNTS AND
CONSOLIDATED ACCOUNTS

Opinions

We have audited the annual accounts and consoli-
dated accounts of Profoto Holding AB (publ) for
the financial year 2022-01-01-2022-12-31 except
for the corporate governance statement on pages
40-46. The annual accounts and consolidated
accounts of the company are included on pages
31-68 in this document.

In our opinion, the annual accounts have been
prepared in accordance with the Annual Accounts
Act and present fairly, in all material respects, the
financial position of the parent company as of 31
December 2022 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 accordance with
the Annual Accounts Act and present fairly, in all
material respects, the financial position of the
group as of 31 December 2022 and their financial
performance and cash flow for the year then
ended in accordance with International Financial
Reporting Standards (IFRS), as adopted by the EU,
and the Annual Accounts Act. Our opinions do not
cover the corporate governance statement on
pages 40-46.

The statutory administration report is consistent
with the other parts of the annual accounts and
consolidated accounts.

We therefore recommend that the general meet-
ing of shareholders adopts the income statement
and balance sheet for the parent company and the
group.

Our opinions in this report on the annual
accounts and consolidated accounts are consis-
tent with the content of the additional report that
has been submitted to the parent company’s audit
committee in accordance with the Audit Regula-
tion (637/2014) Article 11.

Basis for Opinions

We conducted our audit in accordance with Inter-
national Standards on Auditing (ISA) and generally
accepted auditing standards in Sweden. Our
responsibilities under those standards are further
described in the Auditor’s Responsibilities section.
We are independent of the parent company and
the group in accordance with professional ethics
for accountants in Sweden and have otherwise
fulfilled our ethical responsibilities in accordance
with these requirements. This includes that, based
on the best of our knowledge and belief, no prohib-
ited 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 sufficient and appropriate to provide a
basis for our opinions.

Key Audit Matters

Key audit matters of the audit are those matters
that, in our professional judgment, were of most
significance in our audit of the annual accounts
and consolidated accounts of the current period.
These matters were addressed in the context of
our audit of, and in forming our opinion thereon,
the annual accounts and consolidated accounts as
a whole, but we do not provide a separate opinion
on these matters.

Valuation of capitalized development
expenditure

The group’s capitalized development expenditure
amount to SEK 102 million as of 31 December
2022 which include internally generated develop-
ment expenditure. Capitalized development
expenditures are recognized as an intangible asset
provided that the criteria described in the group’s
accounting policies in note 2 are met. The capital-
ization and subsequent valuation of internally
generated development expenditure are based on
management’s assessment if the projects will be
successful in terms of commercial and technical
possibilities. There is a risk that development
expenditures do not meet the requirements for
capitalization and that the book value exceeds the

recoverable amount which may have a significant
impact on the group’s earnings and financial posi-
tion. Furthermore, there is a risk that these assets
will not generate economic benefits for the group
throughout the useful life, which management has
assessed as reasonable.

For further information please refer to disclosures
in note 2 on significant accounting principles,
note 3 on important estimates and assessment
and note 18 on intangible assets.

Our audit procedures included but were not
limited to:

» review of the process for capitalization, valuation
and impairment of development expenditure
and test of design and implementation of key
controls

» evaluation of the Group’s principles for capital-
ization of internally generated development
expenditure

« audit of a selection of internally generated
development expenditure and evaluation of
management’s assessment of capitalization

« evaluated and challenged key assumptions in
management’s impairment tests, such as
assumptions about sales growth, margin and
perpetual growth

« involved valuation specialists in evaluating
valuation method and when assessing discount
rates

« conducted sensitivity analyses on key assump-
tions such as sales growth and weighted
average cost of capital

 audit of the use of appropriate accounting poli-
cies and that sufficient disclosures are included
in the financial statements

Other information than the annual accounts
and consolidated accounts

This document also contains other information
than the annual accounts and consolidated
accounts and is found on pages 1-30 och 72-75.
The Board of Directors and the Managing Director
are responsible for this other information.

Our opinion on the annual accounts and consoli-
dated accounts does not cover this other informa-
tion and we do not express any form of assurance
conclusion regarding this other information.

In connection with our audit of the annual
accounts and consolidated accounts, our respon-
sibility is to read the information identified above
and consider whether the information is materially
inconsistent with the annual accounts and consoli-
dated accounts. In this procedure we also take into
account our knowledge otherwise obtained in the
audit and assess whether the information other-
wise appears to be materially misstated.

If we, based on the work performed concerning
this information, conclude that there is a material
misstatement of this other information, we are
required to report that fact. We have nothing to
report in this regard.

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 a fair presentation in accordance with
the Annual Accounts Act and, concerning the
consolidated accounts, in accordance with IFRS
as adopted by the EU. The Board of Directors
and the Managing Director are also responsible
for such internal control as they determine is
necessary to enable the preparation of annual
accounts and consolidated accounts that are
free from material misstatement, whether due to
fraud or error.

In preparing the annual accounts and consoli-
dated accounts, The Board of Directors and the
Managing Director are responsible for the
assessment of the company’s and the group’s
ability to continue as a going concern. They
disclose, as applicable, matters related to going
concern and using the going concern basis of
accounting. The going concern basis of account-
ing is however not applied if the Board of Directors
and the Managing Director intends to liquidate
the company, to cease operations, or has no real-
istic alternative but to do so.

The Audit Committee shall, without prejudice
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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 accounts and consoli-
dated accounts as a whole are free from material
misstatement, 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,
but is not a guarantee that an audit conducted in
accordance with ISAs and generally accepted
auditing standards in Sweden will always detect a
material misstatement when it exists. Misstate-
ments can arise from fraud or error and are consid-
ered 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.

A further description of our responsibilities for
the audit of the annual accounts and consolidated
accounts is located at the Swedish Inspectorate of
Auditors website: https://www.revisorsinspek-
tionen.se/revisornsansvar. This description forms
part of the auditor’s report.

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
Managing Director of Profoto Holding AB (publ)
for the financial year 2022-01-01-2022-12-31 and
the proposed appropriations of the company’s
profit or loss.

We recommend to the general meeting of
shareholders that the profit to be appropriated in
accordance with the proposal in the statutory
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 audit in accordance with gener-
ally accepted auditing standards in Sweden. Our
responsibilities under those standards are further
described in the Auditor’s Responsibilities section.
We are independent of the parent company and
the group in accordance with professional ethics
for accountants in Sweden and have otherwise
fulfilled our ethical responsibilities in accordance
with these requirements.

We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a
basis for our opinions.

Responsibilities of the Board of Directors and
the Managing Director

The Board of Directors is responsible for the pro-
posal for appropriations of the company’s profit or
loss. At the proposal of a dividend, this includes an
assessment of whether the dividend is justifiable
considering the requirements which the compa-
ny’s and the group’s type of operations, size and
risks place on the size of the parent company’s and
the group’s equity, consolidation 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. This includes among other
things continuous assessment of the company’s
and the group’s financial situation and ensuring
that the company’s organization is designed so
that the accounting, management of assets and
the company’s financial affairs otherwise are
controlled in a reassuring 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 fulfill the compa-
ny’s accounting in accordance with law and
handle the management of assets in a reassuring
manner.

Auditor’s responsibility

Our objective concerning the audit of the adminis-
tration, and thereby our opinion about discharge
from liability, is to obtain audit evidence to assess
with a reasonable degree of assurance whether

any member of the Board of Directors or the
Managing Director in any material respect:

« has undertaken any action or been guilty of any
omission which can give rise to liability to the
company, or

« in any other way has acted in contravention of
the Companies Act, the Annual Accounts Act or
the Articles of Association.

Our objective concerning the audit of the pro-
posed appropriations of the company’s profit or
loss, and thereby our opinion about this, is to
assess with reasonable degree of assurance
whether the proposal is in accordance with the
Companies Act.

Reasonable assurance is a high level of assur-
ance, but is not a guarantee that an audit con-
ducted in accordance with generally accepted
auditing standards in Sweden will always detect
actions or omissions that can give rise to liability to
the company, or that the proposed appropriations
of the company’s profit or loss are not in accor-
dance with the Companies Act.

A further description of our responsibilities
for the audit of the management’s administration
is located at the Swedish Inspectorate of
Auditors website: www.revisorsinspektionen.se/
revisornsansvar This description forms part of the
auditor’s report.

THE AUDITOR’S EXAMINATION
OF THE ESEF REPORT

Opinion
In addition to our audit of the annual accounts
and consolidated accounts, we have also exam-
ined that the Board of Directors and the Managing
Director have prepared the annual accounts and
consolidated accounts in a format that enables
uniform electronic reporting (the Esef report)
pursuant to Chapter 16, Section 4 a of the
Swedish Securities Market Act (2007:528) for
Profoto Holding AB (publ) for the financial year
2022-01-01-2022-12-31.

Our examination and our opinion relate only to
the statutory requirements.

In our opinion, the Esef report has been prepared
in a format that, in all material respects, enables
uniform electronic reporting.

Basis for opinion
We have performed the examination in accor-
dance with FAR’s recommendation RevR 18 Exam-
ination of the Esef report. Our responsibility under
this recommendation is described in more detail
in the Auditors’ responsibility section. We are
independent of Profoto Holding AB (publ)) in
accordance with professional ethics for accoun-
tants 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
report in accordance with the Chapter 16, Section
4 a of the Swedish Securities Market Act (2007:528),
and for such internal control that the Board of
Directors and the Managing Director determine

is necessary to prepare the Esef report without
material misstatements, whether due to fraud

or error.

Auditor’s responsibility

Our responsibility is to obtain reasonable assur-
ance 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 proce-
dures to achieve reasonable assurance that the
Esef report is prepared in a format that meets
these requirements.

Reasonable assurance is a high level of assur-
ance, but it is not a guarantee that an engagement
carried out according to RevR 18 and generally
accepted auditing standards in Sweden will always
detect a material misstatement when it exists.
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Misstatements can arise from fraud or error and
are considered material if, individually or in aggre-
gate, they could reasonably be expected to influ-
ence the economic decisions of users taken on the
basis of the Esef report.

The firm applies International Standard on Qual-
ity Management 1, which requires the firm to
design, implement and operate a system of quality
management including policies or procedures
regarding compliance with ethical requirements,
professional standards and applicable legal and
regulatory requirements.

The examination involves obtaining evidence,
through various procedures, that the Esef report
has been prepared in a format that enables uni-
form electronic reporting of the annual accounts
and consolidated accounts. The procedures
selected depend on the auditor’s judgment,
including the assessment of the risks of material
misstatement in the report, whether due to fraud
or error. In carrying out this risk assessment, and
in order to design audit procedures that are appro-
priate 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 also includes an evaluation of the
appropriateness and reasonableness of assump-
tions made by the Board of Directors and the
Managing Director.

The procedures mainly include a validation
that the Esef report has been prepared in a valid
XHMTL format and a reconciliation of the Esef
report with the audited annual accounts and
consolidated accounts.

Furthermore, the procedures also include an
assessment of whether the consolidated state-
ment of financial performance, financial position,
changes in equity, cash flow and disclosures in the
Esef report have been marked with iXBRL in accor-
dance with what follows from the Esef regulation

THE AUDITOR’S EXAMINATION OF THE
CORPORATE GOVERNANCE STATEMENT

The Board of Directors is responsible for that the
corporate governance statement on pages 40-46
has been prepared in accordance with the Annual
Accounts Act.

Our examination of the corporate governance
statement is conducted in accordance with FAR's
standard Rev 16 The auditor’s examination of the
corporate governance statement. This means that
our examination of the corporate governance
statement is different and substantially less in
scope than an audit conducted in accordance with
International Standards on Auditing and generally
accepted auditing standards in Sweden. We
believe that the examination has provided us with
sufficient basis for our opinions.

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

Deloitte AB, was appointed auditor of Profoto
Holding AB by the general meeting of the share-
holders on the 2022-05-05 and has been the
company’s auditor since 2017-10-11.

Stockholm April 4, 2023

Deloitte AB

Therese Kjellberg
Authorized public accountant

This is a translation of the Swedish language original. In
the event of any differences between this translation and
the Swedish language original, the latter shall prevail
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Definitions

Average number of employees
Average number of full-time employees during
the period.

Currency-adjusted organic growth

Change in net sales, recalculated at the preceding
year’s exchange rate, excluding acquired entities
during the last 12-month period.

LTM
The last twelve months; 12-month period ending
on the date specified.

Organic growth
Change in net sales excluding acquired entities
during the last 12-month period.

Profoto Group/the Group

The Group or Profoto Group consists of the Parent
Company and direct and indirect subsidiaries. The
terms are used interchangeably.

Region Americas
Central America, North America and South America

Region APAC
Oceania and Asia with the exception of Russia,
Turkey and the Middle East.

Region EMEA
Africa, Europe including Turkey and Russia, as well
as the Middle East.



Profoto Annual Report 2022 Annual Report 73
Explanations for alternative

performance measures

Adjusted operating profit/loss (adjusted EBIT) EBITA Items affecting comparability Net debt/EBITDA

Alternative performance measures are used to
describe trends in the business and to increase
comparability between periods. Adjustments
include significant effects from impairment of
inventories, as well as development costs, IPO-
related expenses and acquisition costs. During
2022 adjustments were made for acquisition
costs and for 2021 adjustments were made for
other external expenses related to IPO prepara-
tions in 2021.

Adjusted items have a significant impact on
EBIT. These are business-related events involving
material amounts that have not occurred to the
same extent in the past, and where the likelihood is
low that similar transactions will occur in future
periods. In order to provide a good understanding
of the Profoto Group’s operating activities and what
EBIT would have looked like without these items,
the company has chosen to present adjusted EBIT
without items affecting comparability.

The table below shows profit/loss from the
company’s operating activities excluding items
affecting comparability.

SEKm 2022 2021
Net sales 848 732
Operating profit/loss (EBIT) 249 212
Total items affecting comparability 8 25

IPO expenses - 25

Acquisition costs 8 -
Adjusted operating profit (EBIT) 257 237
Adjusted EBIT margin, % 30.3 323

Adjusted EBIT margin, %

Adjusted EBIT in percent of net sales. Shows
adjusted operating profit or loss in relation to net
sales and is a measure of the profitability of the
company’s operating activities, excluding items
affecting comparability.

Profit or loss before amortization of intangible
assets. The purpose is to assess the underlying
operating profit from current operations before
amortization of intangible assets.

EBIT

Profit or loss before financial items and tax. Shows
the profit or loss from the company’s operating
activities.

EBIT margin, %

EBIT as a percentage of net sales. Shows operat-
ing profit or loss in relation to net sales and is a
measure of the profitability of the company’s
operating activities.

EBITA margin, %

EBITA as a percentage of net sales. The aim is to
give an indication of profitability and future invest-
ment scope in relation to turnover.

EBITDA

EBITDA (earnings before finance income and
costs, taxes, depreciation and amortization) is the
operating profit plus depreciation, impairment and
amortization. EBITDA provides a picture of the
ability of the business to generate resources for
investments and payments to financiers.

SEKm 2022 2021
Operating profit/loss (EBIT) 249 212
Amortization and impairment of 50 36
intangible assets

EBITA 299 247
Depreciation and impairment of 23 22
tangible assets

EBITDA 322 269

Business transactions that represent the differ-
ence between operating profit/loss (EBIT) and
adjusted operating profit/loss. These are transac-
tions such as significant impairment of inventories
and property, plant and equipment/intangible
assets, government grants, IPO expenses and
acquisition costs, which by nature are unusual and
have a material impact on earnings. The transac-
tions play an important role in understanding
underlying business developments.

Net debt

Interest-bearing liabilities, current liabilities to
Group companies less cash and cash equivalents
and current receivables from Group companies.
A measurement of the company'’s financial posi-
tion. Shows how much cash and cash equivalents
would remain if all debts were paid off. A negative
amount indicates a positive net cash position.

Dec 31 Dec 31
SEKm 2022 2021
Liabilities to credit institutions,
non-current 6 6
Other interest-bearing liabilities,
non-current 17 -
Lease liabilities, non-current 38 43
Liabilities to credit institutions,
current 64 14
Other interest-bearing liabilities,
current 17 -
Lease liabilities, current 12 9
Cash and cash equivalents -150 -206
Net debt 4q 134

Net debt in relation to EBITDA over the past rolling
twelve months. A measure of financial risk, as well
as an indication of repayment capacity.

Dec 31 Dec 31
SEKm 2022 2021
Net debt 4 -134
EBITDA, LTM 322 269
Net debt/EBITDA LTM, quota 0.01 -0.50

Organic growth %

Change in net sales for the year excluding acquisi-
tions, recalculated at the preceding year’s transac-
tion-based daily average exchange rate. Shows
whether a company is growing or shrinking,
excluding exchange rate effects and acquisitions.

% 2022 2021
Change in net sales 15.8 38.6
Acquisition -5.8 -
Currency effect -10.8 5.6
Organic growth -0.8 44.2
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Financial information

Financial calendar

Annual Report 2022 - April 11, 2023

Interim Report Q12023 - May 4, 2023
Annual General Meeting 2023 - May 5, 2023
Interim Report Q2 2023 - July 21,2023
Interim Report Q3 2023 - November 7, 2023

For further information, please contact
Amanda Astrom, Investor Relations
amanda.astrom@profoto.com

+46 (0) 736 79 3448

Financial information
and other relevant company information is
published on https://investors.profoto.com/en/.

Annual General Meeting

Profoto’s Annual General Meeting takes place

on Friday May 5 in Profoto’s premises at Lands-
vagen 57 in Sundbyberg, at 1 p.m. Shareholders
who wish to get a business case processed at the
Annual General Meeting shall, so that the request
can be considered with certainty, enter with such
proposal to the board agm@profoto.com no later
than March 17, 2023. Shareholders who wish to
submit proposals regarding the Board, Chairman
of the Board, Chairman of the general meeting

or nomination committee before next year’s
Annual General Meeting can, at the latest March
17, 2023, contact Profoto’s nomination committee
via nomination@profoto.com or through mail

to address Profoto Holding AB (publ), To:

The nomination committee, Box 1264,
Landsvagen 57,172 25 Sundbyberg, Sweden.

Conditions for participation

A shareholder who wishes to participate in the
Annual General Meeting must (i) be listed as a
shareholder in the share register produced by
Euroclear Sweden AB regarding the conditions on
April 26, 2023 and (ii) register for the general
meeting no later than April 28, 2023 by mail to
Profoto Holding AB ( publ), “General Meeting”,
Box 1264, Landsvagen 57,172 25 Sundbyberg or
via e-mail to info@profoto.com. The registration
must contain name, social security number or
organization number, address, telephone number

and the number of representatives (maximum two).
In order to have the right to participate in the
Annual General Meeting, a shareholder who has
had his shares registered by a trustee must, in addi-
tion to registering for the meeting, have the shares
registered in his own name so that the shareholder
is entered in the share register as of April 26, 2023.
Such registration can be temporary (so-called vot-
ing rights registration) and is requested from the
trustee according to the trustee’s routines at such a
time in advance as the trustee determines. Voting
rights registrations made by the trustee no later
than April 28, 2023 are taken into account when
preparing the share register.

Shareholders’ right to receive information

The Board and the CEO shall, if any shareholder
requests it and the Board of Directors considers
that it can happen without significant damage to
the company, leave information about conditions
that may affect the assessment of a matter on the
agenda, for circumstances that may affect the
assessment of the financial situation of the com-
pany or subsidiaries and the company’s relation-
ship with other group companies. The request for
such information must be submitted in writing to
the company no later than April 25, 2023, to
address Profoto Holding AB (publ), “General Meet-
ing”, Box 1264, Landsvagen 57,172 25 Sundbyberg
or by e-mail to agm@profoto.com. The information
is provided by keeping them available on the
company’s website https://investors .profoto.com/
en/bolags stamma/ and at the company’s head
office, Landsvagen 57,172 25 Sundbyberg, no later
than April 30, 2023. The information is also sent to
the shareholder who requested it and provided
their postal address or email address.
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Addresses

Profoto HQ
Landsvagen 57,
172 65 Sundbyberg
Sweden

+46 8 447 53 00
info@profoto.com

Amsterdam, the Netherlands
Profoto B.V.

Kinderhuissingel 6A

2013 AS Haarlem,

the Netherlands

+3123 720 09 01
info@styleshoots.com

New York, USA

Profoto USA Inc.

220 Park Ave, Suite 120, 07932
Florham Park, New Jersey

us

+1(973) 822-1300
us-info@profoto.com

Shanghai, China

Profoto China

201E, Building 8,

99 Jiangwancheng Road
Yangpu District, Shanghai
China

+86 (0)21 6567 8506
info-cn@profoto.com

Tokyo, Japan

Profoto KK

HSB Teppozu Bldg.,

3F, 1-1-12 Minato
104-0043, Chuo-ku, Tokyo
Japan

+813 3206 1861
info-jp@profoto.com
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