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2015 in figures

MSEK 13,243

Net sales

MSEK 1,614
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Net sales
past five years (SEK m)
14000 ——

12,000
10,000
-
8,000 gum 150 B |
- o

6,000~y O
o 5 H B B B

oo 5 H H H B

( S D T N -
2011 2012 2013 2014 2015

Net sales rose by 20.0%
in 2015
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12.8%

Operating margin

MSEK 1,700

Operating profit

12.2%

Profit margin

10,545

Average number of
employees
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Operating profit rose
by 22.7% in 2015

Group sales by geographical region

Nordic countries
B Restof Europe

B North America, Asia & Australia
Other markets

Gender

60% . Women

NIBE is a Swedish company with its roots in the
southern province of Smaland and head office
in Markaryd. The company has a tradition going
back many years of manufacturing products for
both household and commercial use, and is a
leader in the manufacture of products for in-
door climate comfort, heating and applications
for energy efficiency.

Entrepreneurship and a passion for doing busi-
ness, investments in product development and
corporate acquisitions have led to significant
expansion of the Group, which now has sales of
SEK 13 billion.

Through its three business areas, with more
than 10,500 dedicated employees in 21 coun-
tries, NIBE helps bring energy efficient tech-
nology to Europe, North America, Asia and
Australia.

Each business area has its own operational
management team with overall responsibility
for profits.

NIBE is listed on the NASDAQ OMX Stockholm
Exchange, Large Cap list, with a secondary list-
ing on the SIX Swiss Exchange.

NIBE’s 2015 Annual Report covers trademarks,
ownership, changes in structure and size, geo-
graphical market presence, and a detailed ac-
count of financial results and key figures.

About this report

Our sustainability report is published annually
and summarises the sustainability efforts and
achievements for the full 2015 calendar year for
NIBE Industrier AB. The previous 2014 report
was published in May 2015.

The report includes all Group companies (see
page 95 in the Annual Report) with regard to
economic and social impact. Reporting of en-
vironmental impact is limited to the 42 produc-
tion companies as listed on page 27.

We rate this report as corresponding to the GRI
G4 level “Core”. The report has not been exter-
nally audited. Page 24 shows a GRI index con-
taining references to additional information.

The report may contain statements that are for-
ward-looking and therefore subject to risks and
uncertainties beyond NIBE’s control. We would
like to point out that the fulfilment of these
statements may differ, and readers should not
attach undue weight to these statements.

For more information, visit www.nibe.com
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Results and achievement of targets

Our four Group sustainability targets are linked to four of our
focus areas: Managing natural resources, Care for people,
Conserving natural resources and care for the environment.

Challenges and opportunities

Changes in the world around us bring opportunities as well
as challenges. Climate change is increasing the demand for
our eco-friendly products, while at the same time we see a
challenge in shifting the market and our entire product port-
folio towards fossil-free technology.

Sustainability governance

Here we explain the division of responsibilities, organisation
and decision-making process for our sustainability efforts,
as well as the general principles and guiding factors that
govern what we focus on.

Our business model

NIBE’s business modelis decentralised and builds on strong
brands with forward-thinking product development, creat-
ing value for customers through high-quality functionality
and lower operating costs and for society through lower
energy use and less CO2 emissions.

The market

Our three business areas offer a wide range of products
that meet modern-day requirements, helping us achieve a
leading position in many market segments. By being pro-
active and forward-thinking, we intend to drive the market
towards better technology and a smaller carbon footprint.

Our sustainability focus areas

We have identified six areas of focus for our continuing sus-
tainability efforts. By targeting our efforts on these focus
areas, we create the conditions to maintaining our profita-
bility and making positive contributions to society.

GRI index

The report contains a table with all reported indicators
specified according to the GRI standard.

Please help us improve our report.

If you have any comments on this report or want to give us general feedback, please write to sustainability@nibe.com
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CEO statement

Climate and energy issues are
part of our core business

Our vision is to provide world-class sustainable energy solutions. By using renew-
able energy and a more efficient use of energy, our products can help make a fos-
sil-free society a reality. By maintaining our profitability, we can continue to have a
positive impact in the local communities where we operate.

For NIBE it has long since been natural to contribute to a sustainable society in the ways
we can. As our mission is to provide sustainable energy solutions, the climate and en-
ergy issue is always in the core of our business. Some of our products can accelerate the
transition to into independence of fossil fuels by utilising renewable energy in various
applications. Other products help make machines and equipment more energy efficient,
thus contributing to the reduction of total energy requirements.

Yet other products must eventually be phased out and replaced with even better,
more climate-friendly products. The climate threat and a growing population are the ex-
ternal factors that affect us the most: The global community thus needs to use less cli-
mate-changing energy totally even though there are more people. This presents a huge
challenge that must be met sustainably, yet it also brings us great opportunities.

Today, nearly 50 per cent of our sales come from products that are rated as low car-
bon economy (LCE) products. We want to increase this percentage to at least 60 per cent
over the next five years. One short-term hindrance to meeting our goals is low gas and
oil prices, which might make our customers hesitate to invest in new renewable energy
technologies.

In 2015, we had several product launches that took us another step forward as a global
provider of innovative energy solutions, and we continued our focus on research and de-
velopment. In addition to our high-tech laboratory in Markaryd, during the year we inau-
gurated an advanced development laboratory in Kasendorf, Germany.

Our activities by definition adversely affect the environment, and we are continuously
working to minimise and improve them using a systematic approach. In 2015, we came
even closer to our goal of having our production companies environmentally certified -
two more companies received their ISO 14001 certificates. The remaining 20 are working
to obtain their certificates in 2016.

In the best of worlds, the overall environmental benefits of our products in use would
be greater than the adverse environmental impact of our operations. With the help of
more life-cycle analyses of our products, we hope to tip the scale over to the positive side
in the future.

A key area is our own working environment. In 2015, we improved our accident fre-
quency from 10.6 to 8.5 per million hours worked. We are also continuing, with full force,
to boost our efforts so that we can minimise risks, prevent injuries and increase safety for
ouremployees.

Since 2014, NIBE has been a member of the UN Global Compact and has thus commit-
ted itself to living up to the 10 basic principles of responsible and sustainable business
practices. Just as we recognise the need to work sustainably and comply with interna-
tionally accepted guidelines, we recognise the need to ensure a sustainable supply chain.
That is why we are intensifying our efforts to assess suppliers against our criteria, based
on the UN Global Compact’s 10 principles.

We have made much progress in our sustainability work in 2015, and we feel we are
on theright path. Havinggained insdepth insights, we now aspire to raise the bar and do
even better. That is how we will work from 2016 onwards.

—‘-’ﬁf W“—W
Geffer,tc.-t"\ qunst
Mana Director
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1 Targets and achievements

We have a number of Group-wide targets linked to our focus areas. These targets are monitored regularly for

each business area and plant. The results are reported annually in the form of key figures.

Target

Development of sustainable products
Greater positive environmental impact of
our products

The target is for 55% of our sales to consist of
LCE** classified products by the end of 2017.

Description

In 2015, 10 of our total of 25 product groups
were included in the FTSE LCE index.

Of our total 2015 sales, 49% (45) consisted of
FTSE LCE-classified products.

Target achievement

Percentage LCE-
classified products
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Care for people
Safe workplaces

Our long-term goal is zero accidents, of
course. The target for 2016 on 9 accidents per

million hours worked was achieved in 2015.
We have therefore updated the target to an

accident rate of less than six accidents per

million hours worked by the end of 2018.

The result in 2015 was 8.5 (10.6) accidents
per million hours worked. This is a decrease
of 28 accidents compared with 2014.

Our work includes increasing the propor-
tion of companies that have management
systems for health and safety, performing
more risk analyses and preventive work with
betterincident reporting.

Number of accidents/
million hours worked
Numbers
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Managing natural resources
Management systems

All of our production companies must have
certified management systems for I1SO 9001
(quality) and 14001 (environment) before the
end of 2016. Recently acquired companies
have two years in which to become certified.
Companies with fewer than 10 people work-
ing in production are exempt from the certifi-
cation requirement.

Three certificates were issued in 2015: two
for 1SO 14001 and one for ISO 9001. This
means that 23 certificates must be issued in
2016 for 20 companies, out of a total of 41,
if we are to reach our target. We assess that
there is a good probability of achieving the
target.

Certified
management
Number of companies certified
50
PN Intermediate
target 41
30 — —
1SO 9001
08— — — — .
1SO 14001

2011 2012 2013 2014 2015

Care for the environment
Improved energy efficiency

We want to reduce energy use in our own
plants by investingin more efficient new tech-
nology. The target is to reduce energy use by
30% measured in MWh per MSEK of sales by
2020 compared with 2013.

Use per SEK of sales has decreased to
12 (14) MWh per MSEK. In 2015, energy sur-
veys were conducted at four companies,
and the target for 2016 is to conduct energy
surveys at a further five companies.

We are gradually working to include all of
our plants in the programme for reduced
energy use.

Power consumption
(MWh/Mkr)
20

10= = —= == = —= = — - — Intermediate
target 10

0720112012 2013 2014 2015

**FTSE LCE™ (Financial Times Stock Exchange Low Carbon Economy) is a quantitative model that is specially designed to form the basis for investors in assessing companies’ perfor-
mance in the transition to a low carbon economy. Companies have to disclose the proportion of their sales that come from classified product groups, and comparisons are made over

time for each sector. The index is still in the development stage.
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Challenges and opportunities

Like all international companies, NIBE operates in a global context that we must constantly monitor and eval-
uate. We have to see both risks and opportunities in the constant changes taking place, and adapt our strategy
accordingly to create as much value as possible.

Population growth and larger cities

According to UN calculations, the population
of the earth will have grown from 7.3 billion in
2015 to 9.7 billion by 2050. During the same
period, more and more people will move to
big cities. Today, half the world’s population
livesin cities, and by 2050 it is estimated that
this figure will be 80%.

Thesame estimates show that some parts
of the world can expect to reach a higher
standard of living and longer life expectancy,
while conflicts and social ills may increase to
the opposite effect in other places.

Overall, these changes will bring signif-
icant challenges in developing sustainable
cities and infrastructure.

Our products and solutions can contrib-
ute to sustainable development by meeting
the needs of the future, today. In this way, we
can create new opportunities as well as value
for society.

Global ambitions

Since the climate summit in Paris last year,
there is a global agreement to limit global
warming to no more than two degrees
Celsius. To achieve this, greenhouse gas
emissions must be reduced by 70% by 2050
compared with the level in 2010.

The world’s ambition to reduce green-
house gas emissions means business op-
portunities for us because our products and
solutions increase energy efficiency and the
use of renewable energy.

Buildings accounts for roughly 40% of
total global energy consumption and emits

nearly a third of all greenhouse gases. So, by
helping reduce the climate impact of build-
ings we can make a big difference. We can
see an increasing need for creating energy
solutions for buildings, including creating a
pleasant indoor climate and access to hot
water, without generating local emissions of
air pollutants and contributing to a the car-
bon footprint.

At the same time, we see sluggishness in
the transition to fossil-free technology. This
may be due to uncertainty about new tech-
nologies and unwillingness to change due to
established systems offering low oil and gas
prices.

It is our hope that there will be sufficient
incentives and political instruments availa-
ble for bringing about a swift t enough tran-
sition to a climate-neutral society.

Afossil-free Sweden

In addition to the global approach estab-
lished atthe climate summitin Paris, the goal
of creating a fossil-free Sweden has been
communicated by Swedish politicians, and
more countries have been asked to follow
suit.

Making progress on climate change, in
addition to changed behaviours and simpler
regulations, requires investing in research to
find innovative solutions in several areas.

The transport sector is regarded as one
of the greatest challenges. The operation of
both public transport and private vehicles
requires energy optimisation. Energy use
needs to be switched from fossil fuels to re-

newable sources. In this area, NIBE can al-
ready offer applications for electric cars and
energy optimisation. Research and develop-
ment in energy efficiency and renewable en-
ergy covers a wide range of activities, and in
our opinion we stand at the forefront of our
industry.

We see it as a challenge to gradually shift
our product portfolio to someday support-
ing 100% fossil-free technology.

Increasing social unrest

Climate change, with its profound impact
on society and the social unrest arising from
conflicts and lack of natural resources, in-
creases the risk of instability in the market.

We have to remain aware of the risks
when we plan future activities, especially
when it comes to use of raw materials and
expansion into new markets.

Emissions from wood-burning

Alarge number of installed stoves and wood-
fired boilers exist that use an old technology
with a lower combustion rate. These lead
to emissions of particulate matter, carbon
monoxide and volatile organic compounds.
We see an opportunity to gradually replace
them with our modern products that feature
efficient combustion and lower emissions. At
the same time, we see a risk that new regu-
lations may limit wood burning regardless of
performance.

(For a detailed description of NIBE’s risk management,
see the Annual Report pp. 64-65)




We want to contribute to a better worla

One of the biggest challenges involved in achieving a global sustainable commu-
nity is to reduce emissions of greenhouse gases and slow down the rate of climate
change. NIBE operates in an industry that can accelerate the transition to lower
energy consumption and a higher proportion of renewable energy. Through our
products, we want to help the world be a better, more climate-adapted place.

If we are to do this successfully, without
losing competitiveness and long-term
profitability, we need to continuously
evaluate our global context and adapt our
strategy accordingly.

Factors we have identified as having
an impact on us are population growth,
urbanisation, higher living standards and
longer life expectancy in large parts of the
world. This will make it even more impor-
tant to have climate-adapted solutions for
heating, cooling, ventilation and energy

Examples of

NIBE’s product types Climate benefit

use to prevent climate change from ac-
celerating. Handled correctly, this could
mean new business opportunities for us as
our products are able to help meet these
needs.

At the same time, we can see how cli-
mate change has a negative impact on
political stability and social conditions.
Shortages of certain raw materials and de-
clining availability of natural resources in-
crease the risk of market turbulence.

Customer benefit

“By delivering long-term value to our
customers, we can also maintain good
profitability and thus make a positive
contribution to society,” says Kenneth
Magnusson, Chief Sustainability Officer

Heat pumps Renewable energy Clean and easy
Reduces energy consumption by up to 80% Lower costs
Solar products Renewable energy Lower costs

Microgeneration of power can produce revenue

Heat exchangers Optimisation and recovery of energy Clean and easy
Reduces demand for supplied energy Lower costs for energy use
Components Enhances energy efficiency in products Better products with lower energy consumption

Contributes to fossil-independent technology

Lower costs for energy use

Wood-burning stoves

Heating with renewable energy

Heating and well-being

LCE - Low Carbon Economy

FTSE LCE™ (Financial Times Stock Exchange
Low Carbon Economy) is a model that is spe-
cially designed to form the basis for investors
in assessing companies’ performance in the
transition to a low carbon economy.

The valuation is based on a quantitative
rating system consisting of 8 sectors and 60
subsectors, where fixed criteria must be met
in order to be included as a product that can
be said to support a low carbon economy.

The aim is for investors to gain access
to a basis for evaluating business develop-
ment and value from this perspective. It also

NIBE - 2015 SUSTAINABILITY REPORT

acts as a means to actively increase portfo-
lio exposure to companies pursuing climate
benefit and reduce investments in fossil-de-
pendent companies.

Companies disclose the proportion of
their sales that come from classified prod-
uct groups, and comparisons are made over
time for each sector.

FTSE LCE covers about 9,000 publicly
listed companies and provides data via a
web-based application.

The index is still in the development stage
and therefore changes somewhat from year
to year.

NIBE and LCE

NIBE has reported to the FTSE LCE index for
a number of years, and sees it as a way to
measure how much of our sales consists of
products that support a conversion to fos-
sil-free technology.

Currently, 10 out of 25 product groups are
included in the index, representing 49% (45)
of salesin 2015.

Our goal is for 55% of our sales to consist
of LCE-classified products by the end of 2017.



Vision, mission, objectives and strategy

Vision

Ourvision is to create world-class solutions in sustainable energy.

Mission

Our mission is to offer the market high-quality, innovative energy-efficient products and
system solutions through our three business areas. This work builds on the NIBE Group’s
wide-ranging capabilities in product development, manufacturing and marketing.

Target

Our overriding objective is to combine strong, sustainable growth with healthy profitability,
creating value for shareholders. We also aim to be an interesting and stimulating workplace
for employees and have satisfied customers. Our operations will be characterised by open-

ness and responsibility.

Strategy

We have divided our strategy into seven different focus areas in order to clarify our approach and

methodology.

Profitability

is maintained through:

» Faster growth than competitors
» Optimising costs and capital

» High levels of value added
>

Reducing the use of resources
and increasing recycling

» Brand-building

» Positioning on several continents

» Internal and external benchmarking

» Synergy effects of completed
acquisitions.

Growth

will occur through:

» Increasing our market share in
selected markets

» Investmentsin new products
and technology

» Strategic acquisitions of strong
brands and products that comple-
ment our range in selected markets.

Competitiveness
is strengthened through:

4
>

Rapid pace of product development
Manufacturing high-quality prod-
ucts specially developed to reduce
environmental impact

Continuous mechanisation and
automation in production

Flexible wage systems
Standardisation, modularisation and
the coordination of components
Economies of scale within purchasing
and production

Products with modern design, high
performance and good quality
Professional, objective marketing
with an international appeal

High quality

Continue digitalisation in all product
areas.

Sustainability

will characterise product development
and manufacturing, choice of materials,
transport, product functionality and
recycling at the end of a product’s useful
life.

Sincerity and an ethical attitude

will apply to both internal relations and
external relations with shareholders,
customers, suppliers, authorities and
society in general.

Customer satisfaction and peace of
mind

is our constant goal, to be achieved through:
» Abroad range of products

» Optimum product solutions tailored to
each individual customer

» The best service and customer support
» High quality
» Competitive prices.

Employee commitment
is strengthened through:

» Training and organisational development
» Further development of key employees
» Astakein the Group.

NIBE - 2015 SUSTAINABILITY REPORT



3 Sustainability governance

Our operations are very much governed by the legislation of the countries in which we
operate. We are subject to national environmental legislation and health and safety leg-
islation, and also to directives such as RoHs, REACH and Ecodesign. Our position is that
legislation must be complied with by a good safety margin and that we should be trans-

parent in our dealings with public authorities.

Organisation and division of
responsibilities
NIBE’s Board of Directors bears the ultimate
responsibility for ensuring that risks are
managed and sustainability work meets the
requirements of public authorities, share-
holders and other company stakeholders.

The management team of each company
is responsible for operational sustainability
work at the local level and for compliance
with Group guidelines.

These managers report to the business
area managers in each area. The central sus-
tainability team regularly visits companies in

Sustainability
Advisory Group

Stakeholder dialogue
We have a long history of dialogue with key
stakeholders that has proved effective.

Our most important stakeholder groups
are customers, employees, suppliers, local
residents, financial institutions, investors,
public authorities and trade associations.
The areas identified as top priority by our
stakeholders are financial stability, product
safety, business ethics, health and safety,
and statutory compliance.

We can see a growing interest in areas
such as sustainable transport, human rights,
reduced climate impact and reduced en-
vironmental impact from our production
processes.

Results from meetings, correspondence,
surveys, interviews and other channels of
communication are collected as part of the
basis for our materiality analysis.

NIBE - 2015 SUSTAINABILITY REPORT

the Group to monitor compliance with com-
mon policies and guidelines.

The sustainability manager is responsi-
ble for the work at a strategic level and re-
ports on sustainability issues to the Board
at the Group and business area levels in con-
nection with strategy meetings and similar
occasions.

The sustainability council, consisting
of the CEO, business area managers, CFO,
sustainability manager and sustainability
controller, meets regularly to follow up on re-
sults, analyse risks and take decisions on the
continued sustainability work.

C50

Sustainability
team

BA-directors

Loscal
Sustainabiliey/EH50
co-crdinaton

Local Baards

Materiality analysis

We believe that the foundation for contin-
uing our business is long-term growth and
profitability.

These in turn depend on how accurately
we gauge macro events and adapt our busi-
ness to the times, yet without compromising
our values.

We have weighed our economic, social
and environmental impact on the wider
world against our stakeholders’ expectations
of us and have assessed the outcome.

This has resulted in several important con-
clusions that determine what we focus our
sustainability efforts on and how we main-
tain positive developments.

Our most important issues are listed to the
right. Pages 13-23 describe our six focus ar-
eas within sustainability that these aspects
have resulted in.

UN Global Compact
For an international

company,  national
legislation is some-  WE SUPPORT
times insufficient

when it comes to creating consensus
and common guidelines for the entire
Group as needed.

We have committed to adhere to
the UN Global Compact as a commonly.
accepted platform of mutual principles
that can be applied equally by all our
companies, partners and suppliers,
wherever they are in the world.

Our operation

Our most important values and
standpoints are also summarised in
three brochures:

+ OurValues

« Our Business Principles

+  How We Work

Together they constitute a common
toolbox of principles that form the
basis for our conduct and our deci-
sions in all situations.

The brochures are translated
into 14 languages and are a manda-
tory part of the introduction of new
employees.

Our Values and Our
Business Principles

can be downloaded
from www.nibe.com

Priority issues

- Profitability and financial stability
- Safe products

- Energy-efficient products

- Climate-adapted products

- Satisfied customers

- Attractive employer

- Good working environment

- Reduced environmental impact

- Business ethics, compliance

- Reduced use of natural resources
- Sustainable supply chain

- Reduced impact from transport

- Phasing out hazardous chemicals
- Less waste, more recycling

- Increased product recycling rates
- Transparency

- Diversity and equal opportunities
- Taxes
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Our business model

The NIBE Group’s business model is decentralised and builds on strong brands, forward-thinking product devel-
opment and market-adapted products, creating value for customers through high-quality functionality and lower
operating costs and for society through lower energy consumption and smaller carbon footprint. We serve the
global market through 70 independent companies in three business areas: Energy Systems, Element and Stoves.

The three business areas manufacture prod-
ucts and solutions in 25 different product
groups under 52 brands. In total, NIBE has
some 50 production facilities and a geo-
graphical presence in 21 countries through-
out Europe, North America and Australia.

NIBE Energy Systems

The Energy Systems business area
has products that consist mainly
of systems for indoor climate and
water heating. The products are
distributed either to wholesalers or
directly to installers. Other partners
include architects, project planners,
consultants and energy advisors.
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We have a growth strategy with a target
of average year-on-year sales growth of 20%.

We will achieve this target through a
combination of organic growth of 10% and
through acquisitions.

Internal efforts to raise efficiency, com-
bined with our rigorous cost control meas-

NIBE Element

The Element business area manu-
factures components and systems
for heating, monitoring and con-
trol, and has two main customer
groups: one in which the product
is part of the customer’s product
and the other in which the product
is included in the customer’s own
production process.
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ures and a safe work environment, will
guarantee persistently healthy margins.

Our corporate philosophy, with its focus
on energy savings and sustainability, is an
important prerequisite for continued growth
in today’s society.

NIBE Stoves

The Stoves business area manu-
factures stove products that reach
the end customer through special-
ised and construction retailers.
They provide product exposure in
stores as well as installation and
service.
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Value at every step

NIBE’s mission is to create world-class sustainable energy solutions. We
accomplish this by providing the market with high-quality products and
system solutions that use the latest and most environmentally adapted
technology to achieve a comfortable indoor climate, while reducing energy
use and minimising the carbon footprint.

By offering long-term value to our customers, we will
also be able to maintain a healthy profitability. Our profit
makes it possible to develop even more intelligent solu-
tions, to attract and retain qualified employees and to
contribute to a positive change- both for our employees
and for society as a whole.

We create value by developing innovative products and solutions that meet the
highest demands for energy and resource efficiency.

In 2015, 10 out of 25 product groups were classified as “low carbon economy” prod-
ucts (see p. 7). This is equivalent to 49% of our sales, or SEK 6.5 billion.

imately SEK 5.4 billion.

We buy from suppliers who share our values, principles of business ethics and high
aspirations in terms of sustainable development.

In 2015, we created value for our suppliers by purchasing direct materials for approx-

In the production process great value is created when responsibility, professional
competence and excellence interact to produce high-quality products for a demand-

In 2015, sales per employee were SEK 1.25 (1.13) million, an increase of 11 %.

.y b ",
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L | e
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We strive to transport both materials and employeesin a way that takes the greatest
possible consideration of people as well as the environment.

In 2015, we paid just over SEK 270 million to external shipping companies.

NIBE’s products are designed to create long-time value for our customers and end
users by a reliable functionality and low energy costs to the benefit for borth the
economy and the environment.

A family living in an ordinary Swedish house with oil heating using 3 m3 of oil each
year saves about SEK 26,000 annually in heating costs if they switch to a geothermal
heat pump. And they reduce CO2 emissions from eight tonnes to virtually zero

reduces waste.

Reuse and recycling is a part of our product and and producer responsibilities. In
this way we take advantage of the material value of products, saves resources and

NIBE - 2015 SUSTAINABILITY REPORT
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The market

Our three business areas complement each other well, and thanks to a wide range of products that meet
modern-day requirements, we are able to maintain a strong position in the global market. By being proac-
tive and forward-thinking, we intend to drive the market towards better technology and a smaller carbon

footprint.

NIBE Energy Systems

NIBE Element

NIBE Stoves

We are the market leaderin the USA, Canada,
the Nordic region, Germany, Switzerland,
Austria, the Netherlands, Poland and the
Czech Republic in the heat pumps market
segment. We have a good market presence
with heat pumps on a number of other Euro-
pean markets such as France and the UK.

Thefive largest European heat pump mar-
kets (France, Germany, Sweden, Switzerland
and the UK) have enjoyed relatively stable
growth, with the Swedish market growing
most during the year. Market growth in East-
ern Europe has also been stable.

With the uncertainty associated with the
price of electricity, gas and oil, the heating
industry has come to focus on energy ef-
ficiency and better environmental perfor-
mance in general instead of investing fully in
product development for renewable energy.
This applies to several European markets
and delays the shift to new technology.

Awareness of the need for and benefit
of efficient new energy solutions for build-
ings is growing fast, and we look forward to a
clearer, more ambitious energy policy as re-
gards renewable energy.

We see great potential in this market and
we therefore continuously develop our prod-
uct range to align with this trend.

Sales by geographical region

NIBE Group

Nordic countries

Rest of Europe

North America, Asia & Australia
Other markets

The European market has continued to deve-
lop positively, including in southern Europe.
The North American and Asian markets have
also developed positively. The market for our
product areas tends to keep pace with natio-
nal industrial development and thereby with
GDP growth.

The growing interest in energy efficiency
and sustainability means new opportunities
for us.

Market areas that are affected positively
include wind power, heat pumps, rail trans-
port, and hybrid and electric vehicles.

We have launched several products in the
energy sector that are linked to renewable
electricity from solar and wind energy and
that have strengthened our market position
within the energy sector.

Ourtechnical solutionsfor controllingand
regulating electric motors and components
based on heat pump technology promise
good growth as they contribute to further
enhancing efficiency in these applications.

NIBE Energy Systems

18%

39%

Nordic countries
Rest of Europe

North America, Asia & Australia
Other markets

NIBE Element

Nordic countries
[ Rest of Europe

B North America, Asia & Australia
Other markets

Demand for stove products is determined
primarily by the economy, which affects dis-
posable household income.

Demand is also affected by energy
prices and new construction of single-fam-
ily homes. Logically it is more economical to
install a complementary heat source when
the prices of other energy sources such as
electricity, gas and oil are high. Currently, the
prices of oil and gas are low, which means
that the driving factors are primarily comfort
and wellbeing.

The three major energy sources for stoves
are wood, gas and pellets. In Europe, prod-
ucts for traditional wood-burning are sold in
most countries.

There is a strong tradition of using gas in
the UK, Ireland and the Netherlands because
there are extensive gas supply networks,
with the result that gas-fired stove products
are popular.

We have a positive outlook for the Stoves
business area, noting several new, mod-
ern products and an increase in newly con-
structed buildings

NIBE Stoves
1%

Nordic countries
B Rest of Europe
l Other markets
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6 Our sustainbility focus areas

Our strategic sustainability focus areas aim to create a clear framework and direction for our sustain-
ability work. Based on our business strategy and our values, combined with business environment
factors and global objectives such as the Sustainable Development Goals*, we have analysed what are
our most significant sustainability issues. We have weighed the result up against what our stakeholders
expect of us and what creates long-term profitability and growth.

In the dialogue with our most impor-
tant stakeholder groups, who are
customers, employees, suppliers,
owners, financial institutions, inves-
tors, public authorities and trade as-
sociations, we are able to distinguish
a number of priority areas such as
profitability, financial stability, prod-
uct safety, business ethics, health
and safety and compliance with
legislation. We can also see growing

interest in areas such as sustainable
transport, human rights, reduction in
climate impact and reduction in envi-
ronmental impact from our products

Oursix strategic focus areasin sus-
tainability are grounded in our busi-
ness strategy, our materiality analysis
and the goals we have in terms of sus-
tainable development.

In addition to the views that
emerged in the dialogue with our

*See further information at https://sustainabledevelopment.un.org/topics/sustainabledevelopmentgoals

stakeholder groups, we have con-
sidered external factors and global
objectives that affect us, such as our
Sustainable Development Goals. This
resulted in a materiality analysis in
which six strategic sustainability fo-
cus areas were identified.

These areas form the basis of the
goals we established and the key in-
dicators we follow and use to govern
our activities.

Care for people - Pages 16-18 Development of sustainable products Pages 14-15

Responsible purchasing - Page 21 Managing natural resources - Page 19

An ethical approach to business Pages 22-23 Care for the environment - Page 20
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Development of sustainable products

In product development, we apply the pre-
cautionary principle and work to reduce
environmental impact and climate impact
throughout the life cycle. We must con-
stantly challenge ourselves to find solu-
tions that can contribute to a faster transi-
tion to a fossil-free society.

Product development

A major part of our product development
involves creating globally competitive pro-
ducts made with respect to the environment
and contributing to sustainable develop-
ment, without compromising on quality or
performance.

Requirements for the various industries
and technologies differ significantly in terms
of performance and standards. We have the-
refore invested in modern laboratories with
well-developed testing facilities, where we
collaborate closely with our customers to en-
sure that the products meet standards and
requirements.

The Group’s most advanced, modern de-
velopment laboratory at our German sub-
sidiary AIT in Kasendorf opened in 2015.
Together with NIBE Energy System’s high-
tech development laboratory in Markaryd,

we have continued to strengthen our tech-
nological competitiveness in Europe.

To meet international market require-
ments, we continually recruit highly trained
engineers with specialist expertise within our
priority business areas.

The international exchange and collabo-
ration between the product development
teams at our different companies show a no-
ticeably positive effect on the development
of new products.

The Ecodesign directive and LCE

Our product development teams work ac-
cording to a number of EU directives, such
as Ecodesign, REACH and RoHs. We con-
tinuously strive to reduce the amount of
material in the products and to phase out
substances that appear on restriction lists.

We employ extensive resources to deve-
lop our wood-fired products’ combustion
technology to minimise the environmental
impact of their exhaust gases.

We therefore consider it a positive de-
velopment that the EU has introduced new
common requirements concerning limit
values for the efficiency and emissions of
local wood-burning stoves. The require-
ments will be fully effective starting in 2022.
With a few exceptions, our products already
meet these future requirements.

The Ecodesign directive has been in force
since 2005 and has gradually been extended
to include more product groups.

The requirements, created using li-
fe-cycle assessments, eliminate the worst
products on the market from an energy
consumption perspective. The requirements
can also apply to oather characteristics, such
as noise, product life or information require-
ments related to hazardous substances.

It is positive for the entire industry to fi-
nally have clear rules for product develop-
ment based on high standards and uniform
test methods. This will result in even better
products and lower environmental impact.

LCE stands for low carbon economy and
refers to products that meet defined criteria
developed by the FTSE (see page 7) to value
companies based on how well they manage
their conversion to fossil-fuel independence
and lower CO2 emissions.

We intend to increase the number of pro-
ducts in our range that use renewable en-
ergy, with a target of 55% of sales coming
from LCE-classified products by 2017.

In 2015, 49 (45 ) % of our total sales
consisted of FTSE LCE-classified products.

Electric cars reduce dependence on fossil fuels

and can also even out the demand for electricity,
since they can be recharged at off-hours when little
electricity is being used.
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Energy needs cut in half with new solution

Magdeburg Verkehrbetriebe (MVB Tramline) in Germany has chosen a green way
to keep their 283 switches on the local tramway ice-free during the winter. A com-
plete system from NIBE’s Danish company, SAN Electro Heat a/s, will reduce en-
ergy needs by 50%, or about 400 MWh, each year.

Six strategically located weather stations provide local weather information
every hour, with a three-hour forecast that can be accessed from a PC, tablet or
smart phone.

The entire system can be controlled remotely, and any errors can be reported
automatically so that they can be corrected before they become a traffic problem.
This will help reduce disruptions and improve the level of service. And it will in-
crease confidence in public transportation, perhaps even getting more people to
leave their cars at home.

Products that are needed

We manufacture products in which energy efficiency is the hub that everything revolves around.
One example of a ground-breaking product is a heating unit for installation in electric cars. The
purpose of the product is to heat the battery pack and thus improve battery performance during
charging and use.

Heat or cold from facades

Another ground-breaking project that NIBE is in-
volved in is an EU project called BASSE. BASSE
stands for Building Active Steel Skin, and is about
steel facades that are active in gathering and storing
heat or cold. BASSE builds on existing systems and
replaces the usual sandwich panels in new buildings
and renovations. The derived heat or cold can be
used directly in a building, or be stored in accumu-
lator tanks, to regulate the building’s indoor climate.
Other companies, such as Tata Steel and Dow Chemicals, are also project partners. A demo
building has already been constructed in Bilbao, Spain. Read more at www.basse-eu.com.

NIBE - 2015 SUSTAINABILITY REPORT
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NIBE Uplink™
remotely controls and
monitors

With the help of the internet
and NIBE Uplink™, a home-
owner or operating technician
can get a quick overview and
current status of a heat pump
or an installation.

Through accurate, transparent
data, the heat and hot water
levels can be effectively con-
trolled from anywhere in the
world via the internet. If there is
a malfunction an alarm is sent
via e-mail, minimising problems
and downtime. NIBE Uplink™
works on a smart phone, tablet
or PC and gives the user great
freedom and full control.
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Care for people

We must do our best to ensure that no one is injured or taken ill by their work. Our
workplaces must be characterised by diversity, gender equality, good working con-
ditions and open dialogue. Our customers must feel secure in the knowledge that
our products are safe and manufactured responsibly.

Our employees have a variety of experience
and knowledge and represent different cul-
tures, but they all share our common values of
respect for human rights and good principles
of business ethics. We are convinced that a re-
sponsible approach to business strengthens
the brand, boosts our profitability and makes
NIBE an attractive employer.

In 2015, we had an average of 10,545 (9,726)
employees, of whom 88 (88) % worked for
companies outside Sweden. This means an
increase in the number of employees of 8.5%
year-on-year, a result of both organic growth
and the acquisition of new companies.

Collective agreements cover 57% of our
employees.

Competency management and careers

Our operations are knowledge-intensive and
our products are under continuous develop-
ment. This requires a stable influx of new ex-
pertise and good working conditions so that
employees thrive and want to stay.

It is important for the employees to be
committed and continuously make use of the
opportunity to develop their skills. In 2015, we
completed the Our Values training and also
held a course in business ethics and anti-cor-
ruption. A total of 212,000 (124,000) hours
of training were conducted in 2015. This is
equivalent to an average of 20 (13) hours per
employee.

We expect employees to work and perform
well. We also offer freedom with responsibility,
value common sense and simplicity, and try to
avoid unnecessary bureaucracy.

Positions that require particular expertise
can often be filled by internal applicants as a
result of well-planned skills development and
career planning. We provide plenty of oppor-
tunities for career development and many of
our employees stay with us for a long time. In
2015, we conducted performance appraisals
with 59% of our employees and in the same

loe loyee turnover decreased to 6.8

Young people are important to us

We offer internships and opportunities to
carry out development projects and conduct
studies at our plants.

In Kasendorf, Germany, AIT-Deutschland
GmbH initiated the AIT-Young project to at-
tract an increased number of well-educated,
talented young people to apprenticeships at
the company. In addition to receiving voca-
tional training, the young people grow person-
ally by taking responsibility. They also hone
their social skills and work methods by being
part of independent project groups that mar-
ket the apprenticeships to new applicants via
the internet and social media.

The concept has proved very successful,
resulting in higher-quality applicants, satis-
fied young people and greater media atten-
tion. The company also won the 2015 Training
Award (Ausbildungspreis 2015) as the best
company for apprentices in its region.

Reduced number of accidents

We are working to improve our safety culture
in the Group and are aiming for the obvious
goal: Zero accidents. The accident rate fell to
8.5 (10.6) accidents per million hours worked.
This means that we have already achieved the
interim target for 2016 by a good margin. Con-
sequently, we have defined a stricter target
of maximum six accidents per million hours
worked by the end of 2018.

The most common causes of accidents are
related to machinery, tools and manual han-
dling. We will make special efforts to enhance
knowledge and reduce the risks within identi-
fied areas.

We had to pay a fine equivalent to SEK
12,500 because of deficiencies in the working
environment atone of our Chinese plants. Oth-
erwise, no fines or legal actions were reported.

Leadership development

A growing organisation needs good manag-
ers, and NIBE has therefore invested in a pro-
gramme for leadership development. In 2015,
24 managers took part in the programme.

Participants gain increased self-awareness
and new tools for becoming more secure and
efficient, and become better prepared to take
on new assignments in the future.

Ethics training gave positive results

A new course on ethics and anti-
corruption was launched in 2015.
Roughly 900 employees
already completed the course, and
the results overall have proved very
successful.

have

“We have succeeded in communi-
cating our values and our business
principles, and they have been well
received throughout the Group.
There have been no problems,” says
Kenneth Magnusson, CSO of NIBE.

Carl Huber, VP, Waterfurnace quality
department in North America

“| received
concrete guidance
on how to act”

“But we noticed that many people still
felt unsure about how they should
actually behave. We needed concrete
guidance with practical examples. So
that’s why we created this web-based
ethics course.”

The course is now available in 14 lan-
guages, and about 3,000 salaried em-
ployees in 18 countries will take it. Of
these, about 30% have completed the
course so far.

Carl Huber, who attended the training
at WaterFurnace in North America,
says that “it offered concrete guidance
on how to act” to feel secure in rela-
tionships with suppliers and others.

Even for those who already possess
the theoretical knowledge, it helps to
refresh it with practical examples and
exercises.

NIBE - 2015 SUSTAINABILITY REPORT




Our customers and end users

Our end-customers include families with
small children who plan to build houses with
geothermal heating and solar panels, large
hotel complexes that need climate-control
systems or industrial companies that need
components for their products. And almost
anyone in between.

Although they may have very differ-
ent needs, our customers all have one
thing in common: They want to be satisfied
customers.

Customers should be able to expect that
what they have bought from us will deliver
as promised. Our products must be safe and
reliable to use and they must function for a
long period of time. Our care for people, our
responsibility as a supplier and our pride in
the high-quality products we make mean
that we go to great lengths to ensure that our
customers really are satisfied with their pur-
chases.

“We save 23,000 kronor a year

Added value for customers

Most of our products for heating buildings
add value for our customers, in addition to
their basic functions, by reducing energy use
and thus reducing variable costs. Their in-
creased energy efficiency also reduces total
carbon dioxide emissions.

We strive to help our customers choose
the optimum solution for their needs in
terms of both cost and the environment.

Proven satisfied customers

Nearly 70% of the companies in the Group
conduct regular customer satisfaction sur-
veys and othersurveys focusing on individual
customer opinions.

The latest customer survey, which includes
NIBE Energy Systems within NIBE AB, shows
that 89% of our customers are very satisfied
and have rated us as six or seven on a sev-
en-point scale. This gives an average rating
of 6.4, up from 6.0 compared with 2012. We

|”

When Peter and Sofia’s old oil-fired boiler called it quits, they chose a geother-
mal heat pump from NIBE. They were mainly interested in reducing their heating
costs and moving away from oil heating. But the fact that they could monitor
and remotely control the heat pump easily from their phone or tablet, and that it
could warm up their pool, convinced them.

After careful consideration and reflec-
tion, they decided on the NIBE F1255-16
geothermal heat pump. The ability to
connect via NIBE Uplink, a system that
monitors, controls and issues warnings
about breakdowns, was a clear benefit.
The model also has several complemen-
tary accessories such as a connection for
heating a swimming pool.

Another major reason was its variable
speed control, meaning that it adapts to
the environmentand the output required.
During the past year, the new geothermal

NIBE - 2015 SUSTAINABILITY REPORT

heat pump saved the family about SEK
23,000 in heating costs.

That is hard to beat, except for maybe
one thing:

“Slipping into the pool’s 28-degree
water on a September evening,” says Pe-
ter with a big smile.

We are finding that an increasing num-
ber of new customers are just like Peter
and Sofia: well informed, with relevant re-
quirements and careful about what they
choose.

get the most criticism on the availability and
accessibility of our administrators, and that
is something we are working to improve.

In 2015, we had two product recall cases
due to safety defects and four cases where
the customer received a new product be-
cause of repair costs that were too high.
About 10 cases concerning products that
resulted in water damage or smoke damage
were reported and fixed. No cases of mis-
leading advertising were reported.
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Eltwin was established in 1976 and has three
plants in Denmark and Poland. The company
develops electronic components for auto-
mation and custom solutions for control and
regulation.

Eltwin’s Polish plant has 50 employees and pro-
duces electronic sensors, used in a variety of
appliances in households and industry, as well
as sensors for measuring conditions like humi-
dity, temperature, pressure and smoke.

As Kim Strom Sorensen explains, “Three years
ago, we set the goal of becoming a role model
for workplace health and safety and raising the
standard above the level of current legislation
in Denmark. Since then, we've been working
through safety committees and a good dialogue

Safe workplaces

Our aim is to have a business with no accidents. It is therefore gratifying to
know that we improved our accident frequency from 10.6 to 8.5 per million
hours worked in 2015. This means that we have already achieved our first
interim target by a good margin. The new interim target is six accidents per

million, to be reached by the end of 2018.

We are well positioned to achieve this target in view of all the initiatives being
taken within the Group. Many companies have already made great progress,
with safety audits, risk assessments, training, incident reporting and specific
measures to improve the physical working environment. Several of the compa-
nies have also seen the connection between good housekeeping and improved
health and safety performance, so several 5S projects were launched with po-

sitive results.

Some companies, such as Eltwin A/S, Backer Alpe Monterrey and WaterFur-
nace International, have set their internal targets to zero accidents, which is ex-
emplary. Backer Facsa S.L. proves that this is a realistic target because they did

not have a single accident in 2015.

Kaukora, which had 65 accidents per million hours worked in 2015, has ap-
pointed a dedicated resource with the experience needed to improve its wor-
king environment. The company has also installed TV screens throughout the
facility showing reported incidents and reminders to work safely. We look for-
ward to reporting their improved results next year.

As a Group, we will continue to pursue a healthy culture of safe workplaces

ins first prize in the 2015
afest employer

between managers and employees to report
dangerous conditions, minimise risk, create
safe work practices and provide good protec-
tive equipment.”

“After our first visit from the National Labour
Inspectorate, we got confirmation that we had
achieved success, and so we continued using
the same approach.”

“In November 2015, the National Labour In-
spectorate awarded us first prize as the safest
employer. The awards ceremony took place
at a gala at the royal palace in Warsaw on 25
November.”

“We are pleased and proud that we received
the award, not because we were preparing
ourselves for a competition, but because we've
worked hard and focused to achieve a good
working environment for all our employees.”

and stable productivity. Our concern for people means that workplaces without
accidents will remain in focus until we achieve this goal.

NIBE -
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Care for natural resources

Our operations shall with utmost care economize with natural resources. This means using less water and less raw

materials as well as reusing and recycling more. Although we have already achieved a great deal, we want to improve
still further throughout our value chain. Material use is a key issue for all our production facilities, while energy use is
important even for companies that have only office and/or warehouse facilities.

Materials

Metals such as steel, iron, copper and brass, as well as magnesium oxide,
account for a total of 62,400 tonnes, or 76%, of our total input materials.

We do not currently have a sufficiently accurate basis for reporting the
percentage of renewable materials.

We are also working on being able to measure how much is derived from
recycled materials.

Wood, board plastics and steel are used as packaging materials. In 2015,
we used 10,400 tonnes of packaging materials.

Energy use
Direct energy use in 2015 amounted to 52 (54) GWh, of which 7 (6) % was
from renewable sources.

We have started a programme to increase our proportion of renewable
energy and reduce energy use. In 2015, we carried out four energy audits
and, in 2016, five additional plants will carry out energy audits as the first
stage of the programme.

All of our purchased electricity is electricity from guaranteed renewable
sources, which means that our carbon footprint is virtually zero for the
biggest of our indirect energy sources. Indirect energy use amounted
to 101 (97) GWh. Overall, 68 (47) % of our total energy use comes from
renewable sources.

As part of our programme to increase the use of renewable energy,
any use of fuel oil will be phased out from our properties by the end of
2017.

Water use
We want to continuously see that we have systems for measuring
and reducing water consumption where thereis a shortage or may
be a shortage of water.

In 2015, we used 285,450 (278,170) m? of water.

NIBE - 2015 SUSTAINABILITY REPORT
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Care for the environment

All our production units must have environmental certification and make continuous improvements
to reduce their negative impact on the air, water and soil. We also focus on reducing waste, using less
material and better materials, and phasing out harmful chemicals.

Our products have a mostly positive environmental impact when they
are used, considering that they result in lower energy consumption and
lower carbon dioxide emissions than their alternatives. End-of-life prod-
ucts must be dealt with correctly to ensure a maximum recycling rate. In
our reporting of direct environmentalimpacts we include our production
units. We don’t have a basis for reporting the environmental impact of
transportation and supplier activities as a result of our orders.

Our greatest direct environmental impact is from the use of raw ma-
terials, atmospheric emissions, discharges into water and waste. Our
greatest indirect impact is from transportation and our suppliers’ envi-
ronmental impact as a result of our orders.

Waste Waste categories % of total use
In 2015, 16,800 (15,500) tonnes of waste were generated, of which 1,650
(1,620) tonnes were hazardous waste. We sent 1,360 (976) tonnes of waste
to external landfills. In the countries in which we do not have very de- 5%
veloped systems for recycling and incineration with energy recovery, we
are working to find methods of reducing the volume of waste sent for 7%
disposal. 8%

In total we were able to recover 75 (75) % of our waste, including 10 ' 1 waste to incineration with energy recovery

3%

Waste to external recycling
M Hazardous Waste

o ) 67% :
(10) % as energy recovery by incineration. . (V)\/ahste to landfill
ther

Waste to inceration without energy recovery

Carbon dioxide emissions

Our total carbon dioxide emissions of 10,900 (26,300) are divided into
direct emissions from our own production, 98 (49) %, and indirect emis-
sions from production of the electricity and district heating we purchase,

2 (51) % . We are working on more complete reporting of carbon dioxide CO, emissions

o X tonnes
emissions from transportation. 30,000
25000 @
. 200004 — In 2015, operations emitted
Chemicals oiotolof 10500
We follow applicable chemical legislation such as REACH and RoHs and 15000 - = = (26,300) tonnes of carbon di-
work systematically with the substitution principle. We aim to reduce oxide, of which 2 (1) % were
XSy y bstitution p pte. ’ 10,000 - N - R indirect emissions. The large
emissions of VOC and to use cooling liquids that are not ozone depleting o decrease is due to the fact
or climate changing. 5000 - T I that we have only purchased
0 guaranteed origin electricity
72011 2012 2013 2014 2015 from renewable sources.

Spillage and non-compliances
Continuous monitoring of our company’s environmental performance
and compliance with environmental legislation in the countries in which
we operate is part of our environmental management systems.

We primarily work with preventive actions to avoid spillage and en-
vironmental non-compliances.

In 2015, no significant spillages or breaches of environmental permits
were reported. Nor have any fines, injunctions or judicial trials been re-
ported regarding breaches of environmental legislation or permits.
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Responsible purchasing

Our suppliers are evaluated according to international principles relating to
human rights, working conditions and anti-corruption. This requires a deeper,
more time-consuming analysis, but it is our gain in terms of lower risk of inter-
ruptions in material flow and events that may harm our reputation.

We have around 3,500 suppliers of direct
materials with a total purchase value in
2015 of SEK 5.4 (4.6) billion.

We purchase the highest volumes
from suppliers in Europe and Asia, and
the categories representing the most
value are metals and electronics.

We work very closely with a number
of our suppliers, often developing com-
ponents and parts for our products in
co-development projects.

We set high requirements for our
suppliers in terms of quality control, re-
liability of supply and environmental
performance.

We also verify that our suppliers meet
the requirements of the REACH and RoHs
directives, and that they have procedures
for control and traceability concerning so
called conflict minerals.

Around 250 new suppliers were added
in 2015. Of these, 226 were assessed
against quality requirements, 38 against
social requirements and working condi-
tions, 49 against environmental require-
ments and 41 against health and safety
requirements.

A new system for carrying out supplier
assessments including all areas (qual-
ity, environment, working conditions
and ethical principles) was introduced in
2015, and work on developing and intro-
ducing the new methods is expected to
continue throughout 2016.

Supplier Days build strong relationships

Backer Heating Technologies (Shenzhen, China) has for two consecu-
tive years successfully hosted a Supplier Day, at which it shares infor-
mation with suppliers and creates strong relationships.

At the 2015 event, 110 people gathered under the theme “Stay To-
gether”, where values, working conditions and principles of business
ethics were items on the agenda. All suppliers were encouraged to
sign a Code of Conduct based on the agenda items.

An awards ceremony for best quality and best delivery reliability
was also held, and five suppliers received the “Top 5 Quality Suppliers

in 2015” award.

The event was greatly appreciated and will be organised each year

with a variety of current topics.
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So far direct material purchasers in
19 of 42 producing companies, or ap-
proximately 45%, received the trainin
in sustainability issues and the social
requirements that are placed on our
suppliers.

Our goalis to fully implement the new
work method by the end of 2017, with the
long-term goal that all our direct material
suppliers must have undergone full as-
sessment against our criteria.

Purchases of indirect materials are
currently entirely decentralised, and
most purchases are made locally.

In the longer term, indirect material
suppliers will also be subject to new as-
sessment procedures.

Improvements first and foremost

We want our suppliers to adhere to the
internationally accepted principles to
which we ourselves adhere and which
are summarised in the 10 principles of
the UN Global Compact on human rights,
working conditions, the environment and
anti-corruption.

If our suppliers do not live up to an ac-
ceptable standard in any of these areas,
we first consider whether improvements
can be made to reach an acceptable
level, and we then consider whether we
have to end our cooperation.

Assessments and
audits as the basis for
improvements

NIBE’s Czech companies, Backer Electro CZ
and Eltop Praha, are a few of the companies
that have made the most progress in me-
thodically assessing suppliers. They use a
well-developed programme for supplier as-
sessments and written procedures for how
they should be implemented. In addition to
quality, delivery reliability and capacity, the
programme includes environmental issues
, working conditions, discrimination, ethi-
cal guidelines and supplier management.

Between five and ten suppliers who
were assessed using standard questions
are selected for audit each year. Nine audits
were carried out in 2015 and six have so far
been planned for 2016. The suppliers that
will undergo an audit are selected based
on the results of the assessment and on
other factors, such as reported incidents,
performance shortfalls, new suppliers or
before starting new projects with existing
suppliers.

Sofarthe programme has assessed 53%
of all suppliers, resulting in a number of ac-
tion plansand improvement measures. The
response from suppliers has generally been
positive, and measures have been reported
as completed on time.
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An ethical approach to business

We work to ensure that all employees, business partners and members of the Boards are familiar with and
comply with our values. We must regularly evaluate the business transactions we make to ensure they are
honest and respectful and are based on our values.

Community engagement

In many places, we are a major employer
and we take our role in local communities
seriously. In order to contribute to the
development of the local community, we
give each company great freedom, within
the framework of our values, to decide for
themselves where to engage,

The Group’s community involvement
often has local ties and can include study
visits, partnerships with universities or fi-
nancial contributions to local activities in
health, sport and culture.

During the year, we also carried out a
number of projects together with various
universities in order to develop even better
products.

Because we operate globally, we also
want to engage in major issues that are
close to our heart. Therefore, the Group has
carefully chosen to provide financial sup-
portto SOS Children’s Villages.

We see that our contribution can create
value by providing homes and education
for children which in turn improve overall
living conditions.

Locally, the companies have disbursed
SEK 750,000 for various smaller sponsor-
ship projects, where 58% was spent on
different sporting activities and 27% con-
sisted of contributions to initiatives tar-
geted to children and adolescents.

Sponsorship 2015

B Sports
Children
Culture

B Health

Happy employees from our US-based
company WaterFurnace International Inc.,
who volunteered one weekend to assemble
custom bikes at the Turnstone Center for
Children and Adults with Disabilities. Thanks
to their efforts, 10 children who were not able
to ride regular bikes had their wishes to ride a
bike come true.
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Human rights

We constantly monitor our operations for
child labour, forced labour or substandard
working conditions. We did not identify any
cases or obvious risks in these areas in our
own operations in 2015. A new diversity and
equal opportunity policy will be introduced
in 2016.

Our whistleblowing procedure worked
well, and in 2015 we received a report of sus-
pected non-compliance with our values. The
matter was investigated and closed.

Anti-corruption

It is clear from our values and ethical princi-
ples that we will not tolerate any forms of cor-
ruption. We have identified some corruption
risks in our business relationships. The risks

regard B2B, and our salespeople in particu-
lar remain vulnerable. Anyone with external
contacts must be observant, particularly in
the contacts we have in the countries ranked
by Transparency International as countries
with a higher risk of corruption.

Our employees shall have the knowledge
and tools they need to comply with the law
in this area. A new course on ethics and an-
ti-corruption was therefore launched in
2015. The course is available in 14 languages.
About 3,000 salaried employees in 18 coun-
tries will take the course. Roughly 30% have
already completed the course, and the re-
sults overall have been very successful.

The course provides firm, clear guidelines
on how to act in relation to suppliers and
others. It contains exercises and examples

that make it easier to identify risks and how
to handle difficult situations successfully.

Next step is to launch systematic risk as-
sessments to determine preventive meas-
ures in order to minimise corruption risks.
We will also encourage improved incident re-
porting to further increase awareness of the
risks.

In 2015, one case was reported where one
of our sales representatives was subject to a
corruption attempt by a customer. The case
was investigated, confirmed, and led to ter-
mination of the business relationship with
that customer.
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Woman threshing wheat in the traditional way.

Children with special needs receive instruction at the Children Learning Centre.

@ HAND IN HAND

Sponsorship in India

In 2015 we began cooperation with the organisation Hand in Hand, through which
we have contributed to the start of new businesses by women in an Indian village.

NIBE has decided to sponsoraspecificvillage
project. The village is called Sunarkhedi, lo-
cated in the District of Dhar in northwestern
India. The project will run for two years, and
aims to lift an entire village out of poverty.

A typical outreach village has between
1,000 and 2,000 inhabitants. In groups of
20, 100-200 women will, over the course of
a year, receive education and training in en-
trepreneurship and saving money. They can
then apply for small micro-loans for invest-
ments that need to be made in the company;
loans are usually about SEK 1,000.
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All children will go to school, and exten-
sive hygiene, health and veterinary pro-
grammes will be implemented.

A special environmental programme will
be carried out with a focus on waste man-
agement, water treatment and biogas. In ad-
dition, a civic centre will be built where the
villagers will gain access to IT training, the in-
ternet and community information.

NIBE will receive continuous updates on
the project’s progress, what has been imple-
mented and what remains to be done.

Jamna Bai washes dishes outside
the house.
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GRI index

NIBE has chosen not to have the report reviewed externally. According to our own assessment, the report repre-
sents the requirements for GRI G4 “In accordance” - Core. The GRI index makes reference to NIBE’s 2015 Annual
Report (AR) and Sustainability Report (SR). All data refers to all the companies in the Group, unless otherwise noted.

GENERAL STANDARD DISCLOSURES

Code Description Reference
Strategy and analysis

G4-1 Statement from the most senior decision-maker of the organization HR4

G4-2 Key impacts, risks, and opportunities AR 64, SR6
Organizational Profile

G4-3 Name of the organization HR2

G4-4 Primary brands, products, and services AR32, AR40, HR10
G4-5 Headquarter location AR96

G4-6 Locations where the organization operates AR95

G4-7 Nature of ownership and legal form AR51

G4-8 Markets served AR2-3

G4-9 Scale of the organization AR2, SR2
G4-10 Number of employees HR16

G4-11 Collective bargaining agreements HR16

G4-12 Supply chain description HR12

G4-13 Significant changes during the reporting period HR 27

G4-14 Description of the precautionary approach HR20, 14
G4-15 Externally developed economic, environmental, and social charters, principles or other initiatives HR9

G4-16 Memberships of associations AR22
Identified Material Aspects and Boundaries

G4-17 Entities included in the organization’s consolidated financial statements or equivalent documents. HR27

G4-18 The process for defining the report content and the Aspect Boundaries and implementation of the Reporting Principles HR9

G4-19 Material Aspects identified in the process for defining report content. HR9

G4-20 The Aspect Boundary within the organization See relevant section
G4-21 The Aspect Boundary outside the organization, See relevant section
G4-22 The effect of any restatements of information provided in previous reports, and the reasons for such restatements. None

G4-23 Significant changes from previous reporting periods in the Scope and Aspect Boundaries. HR27
Stakeholders

G4-24 List of stakeholder groups engaged by the organization. HR9

G4-25 The basis for identification and selection of stakeholders with whom to engage. HR9

G4-26 The organization’s approach to stakeholder engagement HR9

G4-27 Key topics and concerns that have been raised through stakeholder engagement HR9

Report profile

G4-28 Reporting period HR2

G4-29 Date of most recent previous report HR2

G4-30 Reporting cycle HR2

G4-31 Contact point for questions regarding the report or its contents. HR2

G4-32 The ‘in accordance’ option the organization has chosen and GRI Content Index for the chosen option HR2

G4-33 The organization’s policy and current practice with regard to seeking external assurance for the report HR2, GRI index
Governanace

G4-34 The governance structure of the organization, including committees of the highest governance body. Identify any committees | AR89-94, SR9

responsible for decision-making on economic, environmental and social impacts.

Ethics and Integrity

G4-56

The organization’s values, principles, standards and norms of behavior such as codes of conduct and codes of ethics.

SPECIFIC STANDARD DISCLOSURE

ECONOMY

Economic performance

G4-DMA
G4-EC1
G4-EC2
G4-EC3

Management approach

Direct economic value generated and distributed

Financial implications and other risks and opportunities for the organization’s activities due to climate change
Coverage of the organization’s defined benefit plan obligations

ENVIRONMENTAL

Materials

G4-DMA
G4-EN2

Energy
G4-DMA
G4-EN3
G4-EN5
G4-EN7

Management approach
Percentage of materials used that are recycled input materials

Management approach

Energy consumption within the organization

Energy intensity

Reductions in energy requirements of products and services

SRS, 9

AR89
AR54, SR2
HR14
AR68

SR18

The aspect is considered
material, but not data
avaiable

SR14, 15, 19
SR18
SR18
HR15
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Code
Emissions
G4-DMA
G4-EN15
G4-EN16
G4-EN18
Waste
G4-DMA
G4-EN23
G4-EN24
G4-EN25

Description Reference

Management approach SR14, 15, 20
Direct greenhouse gas (GHG) emissions (Scope 1) HR20
Energy indirect greenhouse gas (GHG) emissions (Scope 2) HR20
Greenhouse gas (GHG) emissions intensity HR26
Management approach HR12, 20
Total weight of waste by type and disposal method HR20

Total number and volume of significant spills None

Weight of transported, imported, exported, or treated waste deemed hazardous and percentage of transported waste shipped | HR20
internationally

Products and Services

G4-DMA
G4-EN27
Compliance
G4-DMA
G4-EN29

Management approach SR14,15
Extent of impact mitigation of environmental impacts of products and services SR14, 15
Management approach HR20

Monetary value of significant fines and total number of non-monetary sanctions for non-compliance with environmental laws A HR20
and regulations

Supplier Environmental Assessment

G4-DMA
G4-EN32
SOCIAL

Management approach SR21
Percentage of new suppliers that were screened using environmental criteria SR21

Occupational Health and Safety

G4-DMA
G4-LA6

Management approach SR16
Type of injury and rates of injury, occupational diseases, lost days, and absenteeism, and total number of work-related fatalities, | SR16, 18
by region and by gender

Training and Education

G4-DMA
G4-LA9

Management approach SR16
Average hours of training per year per employee by gender, and by employee category SR16

Diversity and Equal Opportunity

G4-DMA
G4-LA12

Management approach SR22
Composition of governance bodies and breakdown of employees per employee category according to gender, age group, mino- | SR26
rity group membership, and other indicators of diversity

Equal Remuneration for Women and Men

G4-DMA Management approach Consulidated data is
G4-LA13 Ratio of basic salary and remuneration of women to men by employee category, by significant locations of operation missing

Supplier Assessment for Labor Practice

G4-DMA Management approach SR21

G4-LA14 Percentage of new suppliers that were screened using labor practices criteria SR21

HUMAN RIGHTS

Non-discrimination

G4-DMA
G4-HR3

Management approach SR22
Total number of incidents of discrimination and corrective actions taken None

Supplier Human Rights Assessment

G4-DMA
G4-HR10
SOCIETY

Management approach SR21
Percentage of new suppliers that were screened using human rights criteria SR21

Anti-corruption

G4-DMA
G4-S03

G4-504
G4-S05
Competition
G4-DMA
G4-S07

Management approach SR22, 16

Total number and percentage of operations assessed for risks related to corruption and the significant risks identified The aspect is considered
material, but not data
avaiable

Communication and training on anti-corruption policies and procedures SR22, 16

Confirmed incidents of corruption and actions taken None

Management approach SR9, 22,23

Total number of legal actions for anti-competitive behavior, anti-trust, and monopoly practices and their outcomes None

PRODUCT RESPONSIBILITY

Product and Service Labeling

G4-DMA
G4-PR2

G4-PR3

G4-PR4

G4-PR5
G4-PR9

Management approach SR10, 14, 17

Total number of incidents of non-compliance with regulations and voluntary codes concerning the health and safety impacts of  None
products and services during their life cycle, by type of outcomes

Type of product and service information required by the organization’s procedures for product and service information and | HR14
labeling, and percentage of significant product and service categories subject to such information requirements

Total number of incidents of non-compliance with regulations and voluntary codes concerning product and service information | None
and labeling, by type of outcomes

Results of surveys measuring customer satisfaction SR17

Monetary value of significant fines for non-compliance with laws and regulations concerning the provision and use of products ' None
and services
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Summary of key indicators, 2011-2015

Employees 2015 2014 2013 2012 2011

Total number of employees 10,545 9,726 8,983 8,006 6,895
Europe (% of total employees) 65% 69% 71% * >
Asia (% of total employees) 9% 9% 10% -
North America (% of total employees) 26% 22% 19% -

Percentage of women 40% 38% 36% 32% 33%

Percentage of graduates 13% 12% 11% 10% 11%

Average age, employees 40 40 40 40 39

Employee turnover 7.1% 7.8% 7.4% 7.0% 5.9%

Total number of training hours 212,000 124,000 65,000 75,000 85,000

Accidents 2015 2014 2013 2012 2011

Accident rate per million hours worked 8.5 10.6 10.6 14.0 13.6
Europe (frequency) 11.8 14.6 11.7 14.9 10.1
Asia (frequency) 4.8 32 4.9 52 0
North America (frequency) 4.1 54 6.6 14.4 66.0

Total number of reported accidents 157 185 142 179 118
Europe (number) 122 152 110 141 82
Asia (number) 11 6 6 5 0
North America (number) 24 27 26 33 36

Percentage of employees represented on safety committees 94% 95% - -

Sickness absence in percent 2015 2014 2013 2012 2011

Total sickness absence 4.2% 3.9% 5.0% 4.9% 5.0%

Distributed value (SEK million) 2015 2014 2013 2012 2011

Suppliers (direct materials) 5,420 4,600 4,100 3,800 3,550

Employees (Salaries and other remuneration) 3,300 2,710 2,460 2,300 1,880

Shareholders’ dividends 300 260 220 220 160

Financiers (net financial expense) 90 95 62 34 50

Society (taxes) 377 310 260 240 250

Use of materials in tonnes 2015 2014 2013 2012 2011

Total use of material** 68,270 67,780 61,230 56,360 57,020
Metals and metal oxide 62,400 60,800 55,600 49,900 51,000
Enamel, cement, stone 2,810 4,140 3,030 4,150 3,930
Plastic 2,590 2,360 2,210 2,050 1,920
Additives such as glue and paint 418 430 403 294 217

Packaging materials 10,390 9,370 6,440 5,040 4,140

Energy use within organisation in MWh 2015 2014 2013 2012 2011

(excluding transport)

Total energy use (excluding self-produced) 154,300 151,500 141,000 128,300 101,000
Non-renewable (oil, LPG, natural gas) 49,300 51,100 52,200 47,100 35,700
Renewable (pellets) 3,410 3,180 290 1,580 650
Purchased electricity and district heating 101,600 97,200 88,500 79,600 64,600
Self-produced energy (solar, wind, heat pumps) 2,500 1,700 - -

Direct CO2 emissions (excluding transport) 2015 2014 2013 2012 2011

CO2 emissions in tonnes 10,900 26,300 22,100 19,000 29,000

CO2 intensity, tonnes of CO2/MSEK sales 0.8 2.4 2.4 2.1 42

Waste in tonnes 2015 2014 2013 2012 2011

Total waste volumes 16,800 15,470 14,230 13,340 0
of which tonnes to external recycling 10,907 10,331 9,431 8,717 7,814
of which tonnes of hazardous waste 1,647 1,623 1,261 1,400 1,389

Water use in m3 2015 2014 2013 2012 2011

Total, all sources 285,450 278,170 236,300 238,660 162,470
Groundwater 31,800 30,800 25,600 36,300 35,700
Municipal water 252,900 245,600 207,700 197,700 122,900
Surface water 400 466 3,000 4,000 3,900

*Basis for reporting not available for these years. **Basis for reporting in shares of renewable and non-renewable not available.
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Production companies included in accounting

The reportincludes all Group companies (see page 95 in the Annual Report) with regard to economic and social im-
pact. Reporting of environmental impact is limited to the 42 production companies as listed below. There are no

significant changes in scope and boundaries compared to previous reporting period.

Country Company Registered office
Sweden NIBE AB Markaryd
Backer BHV Calesco Kolbéck
Backer BHV Sosdala, Tjornarp
Denmark Danotherm Electric A/S Rgdovre
JEVIA/S Vejle
SAN Electro Heat A/S Greested
Metro Therm A/S Helsinge
KVM-Genvex Haderslev
Eltwin Rissov
Finland Kaokora Oy Raisio, Turku
Loval Oy Loviisa
Oy Meyer Vastus ABM onnikyla
Akvaterm Oy Kokkola
Norway Haiax AS Fredrikstad
Norske Backer AS Kongsvinger
Austria KNV Energitechnik GmbH Schorfling am Attersee
Switzerland Askoma AG* Butsberg
Backer ELC AG Teufenthal
Schultess Maschinen AG Wolfhausen
Germany Alpha InnoTec GmbH Kasendorf
Czech Republic Backer Elektro CZ a.s. Hlinsko
DZ Drazice - Strojirnas.r.o. B. Nad Jizerou
Backer Eltop s.r.o. Miretice
Italy Backer FERs.r.l. S. Agostino
the Netherlands Sinus-Jevi Electric Heating B.V Medemblik
Poland Backer OBR Sp. z.0.0. Pyrzyce, Warnice, Stargard Szczecinski
NIBE-BIAWAR Sp. z.0.0. Bialystok
Northstar Poland Sp. z.0.0. Trzcianka
Eltwin Szczecin
Spain Backer Facsa S.L. Aiguafreda
UK Heatrod Elements Ltd Manchester
Stovax Group Exeter
China Backer HTI Shenzen
Backer Springfield Shenzen
Malaysia Askoma SDN BHD Johor Bahru
USA Enertech Global LLC* Greenville, IL
WaterFurnace International Inc.* Fort Wayne, IN
Mexico Backer Alpe Monterey, Toluca
Backer EHP Nuevo Laredo
Springfield Wire de Mexico S.A Nuevo Laredo
Russia JSC Evan Nizhny Novgorod

*Companies that has been added since the previous reporting period. Together the three added compa-

nies correspond to 10.5% of the total turnover.
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