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Pursuant to s. 107b of the Danish Financial Statements Act

In compliance with s. 107b of the Danish Financial Statements Act, Cemat’s statutory report on corporate governance forms part of the management’s review in-
cluded in the 2022 annual report and covers the reporting period 1 January — 31 December 2022. It is published as a single, full report pursuant to s. 107b (1) of the
Act.

The report consists of three elements:
e acorporate governance report
e adescription of Cemat’'s management bodies
e an account of the main features of the Group’s internal controls and risk management in connection with the financial reporting process

CORPORATE GOVERNANCE

Pursuant to s. 107b of the Financial Statements Act and rule 5.1.1. in “Supplement A — Nasdaq Copenhagen” of the “Nordic Main Market Rulebook for Issuers of
Shares” issued by Nasdaq Copenhagen, listed companies are required to report on how they address the most recent recommendations issued by the Committee
on Corporate Governance of 2 December 2020. The recommendations are available on the website of the Committee on Corporate Governance, www.corporate-

governance.dk.

In their report on corporate governance, companies must apply the “comply or explain” principle in relation to each individual recommendation. If the company does
not comply with a recommendation, the company must specifically explain; why the company has decided not to comply with the recommendation, and which ap-
proach the company has chosen instead. The recommendations enable the individual company to organise its governance optimally in accordance with the “comply
or explain” principle. Thus, non-compliance is not inconsistent with the spirit of the recommendations, but merely a result of the fact that the company has chosen a
different approach.


http://www.corporategovernance.dk/
http://www.corporategovernance.dk/

Danish Recommendations on Corporate Governance

The company

complies The company explains

Recommendation

why how
1. Interaction with the company’s shareholders, investors and other stakeholders

1.1. Communication with the company’s shareholders, investors and other stakeholders

Cemat communicates with its
shareholders through the re-
lease of annual and interim fi-
nancial reports and announce-
ments. Announcements and
press releases are posted on
www.cemat.dk immediately af-
ter publication on Nasdaqg Co-

penhagen.
1.1.1. The Committee recommends that the management through on-

going dialogue and interaction ensures that shareholders, investors and | shareholders may subscribe to
other stakeholders gain the relevant insight into the company's affairs, mailing lists for annual reports,
and that the board of directors obtains the possibility of hearing and in- | 3nnouncements  and general

cluding their views in its work. meetings on Cemat’s website.
Shareholders may also find in-
formation on Cemat’s strategy,
policies and views under the
menu “About” on Cemat’s web-
site. Contact information for
Cemat’s Investor Relations func-
tion is found under
“Contacts/Investor  Relations”
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The company explains
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Cemat’s shareholders may pre-
sent their views and opinions at
the annual general meeting and
may at any time contact Cemat
by telephone or inves-

tor@cemat.dk.

1.1.2. The Committee recommends that the company adopts policies on
the company’s relationships with its shareholders, investors and if rele-
vant other stakeholders in order to ensure that the various interests are
included in the company’s considerations and that such policies are made
available on the company’s website.

Cemat’s investor relations are
described separately in Cemat’s
information and communication
policy, which is available on the
Company’s  website  under
“Investors/Investor policies”.

1.1.3. The Committee recommends that the company publishes quar-
terly reports.

1.2.1. The Committee recommends that the board of directors organises
the company’s general meeting in a manner that allows shareholders,
who are unable to attend the meeting in person or are represented by
proxy at the general meeting, to vote and raise questions to the

Cemat does not publish quar-
terly reports. The decision is
based on a desire to lower
Cemat's costs and is taken in the
light of the fact that following
the sale of the silicon business,
Cemat does not experience sig-
nificant fluctuations in budgets
and published financial esti-
mates.

Cemat does not provide
webcast at its general meetings
as Cemat has not identified a
need to do so. Cemat however

Cemat prepares half-year and
annual reports.

1.2. The general meeting

Cemat will from time-to-time
assess if a need for webcast of
the general assembly arises.



mailto:investor@cemat.dk
mailto:investor@cemat.dk

Recommendation

The company
complies

The company explains

why

how

management prior to or at the general meeting. The Committee recom-
mends that the board of directors ensures that shareholders can observe
the general meeting via webcast or other digital transmission.

provide its investors with an op-
tion to be represented by a
proxy or to vote by letter in ad-
vance of the general meetings.

1.2.2. The Committee recommends that proxies and postal votes to be
used at the general meeting enable the shareholders to consider each
individual item on the agenda.

1.3. Takeover bids

1.3.1. The Committee recommends that the company has a procedure
in place in the event of takeover bids, containing a “road map” covering
matters for the board of directors to consider in the event of a takeover
bid, or if the board of directors obtains reasonable grounds to suspect
that a takeover bid may be submitted. In addition, it is recommended
that it appears from the procedure that the board of directors abstains
from countering any takeover bids by taking actions that seek to prevent
the shareholders from deciding on the takeover bid, without the ap-
proval of the general meeting.

1.4.1. The Committee recommends that the board of directors adopts a
policy for the company’s corporate social responsibility, including social
responsibility and sustainability, and that the policy is available in the
management commentary and/or on the company’s website. The Com-
mittee recommends that the board of directors ensures compliance with
the policy.

The forms for nominating prox-
ies and postal voting allow
shareholders to consider each
individual item on the agenda.

Cemat has established a contin-
gency plan for use in case of un-
invited take-over bids for the
purpose of allowing sharehold-
ers to consider the terms of-
fered on a correct and adequate
basis.

1.4. Corporate Social Responsibility

Cemat divested its main activity
in 2016 and, consequently, the
former secondary activity is now
the Group’s main activity. Going
forward, the Cemat Group is
purely an investment property
business. As a result, the

The Board of Directors regularly
reviews the need to adopt poli-
cies for this area.
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number of employees has been
sharply reduced and the envi-
ronmental impacts are also sig-
nificantly lower than previously.

In light of the Cemat’s size and
activities, and the markets in
which the Group operates, the
Board of Directors has decided
not to adopt a policy for Cemat’s
corporate social responsibility,
including social responsibility
and sustainability, or policies for
human rights, climate impact
and environmental issues.

1.4.2. The Committee recommends that the board of directors adopts a
tax policy to be made available on the company’s website.

2. The duties and responsibilities of the board of directors

2.1. Overall tasks and responsibilities

In light of the Cemat’s size and
activities, and the markets in
which the Group operates, the
Board of Directors has decided
not to adopt a tax policy.

The Board of Directors regularly
reviews the need to adopt a tax

policy.

2.1.1. The Committee recommends that the board of directors in sup-
port of the company’s statutory objects according to its articles of asso-
ciation and the long-term value creation considers the company’s

Cemat’s Board of Directors sup-
ports the company’s statutory
objects according to Cemats
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purpose and ensures and promotes a good culture and sound values in
the company. The company should provide an account thereof in the
management commentary and/or on the company's website.

articles of association and the
mission statement provided on
the Company’s website under
the section “About”.

2.1.2. The Committee recommends that the board of directors at least
once a year discusses and on a regular basis follows up on the company’s
overall strategic targets in order to ensure the value creation in the com-

pany.

Cemat’s Board of Directors and
Management Board hold a strat-
egy seminar once a year to re-
view the Group’s overall strat-

egy.

2.1.3. The Committee recommends that the board of directors on a con-
tinuously basis takes steps to examine whether the company’s share and
capital structure supports the strategy and the long-term value creation
in the interest of the company as well as the shareholders. The Commit-
tee recommends that the company gives an account thereof in the man-
agement commentary.

The Board of Directors assesses
regularly, and specifically as part
of its strategy process, whether
Cemat’s capital and share struc-
tures reflect the Group’s opera-
tions, activities and risk profile
and are consistent with the in-
terests of the shareholders and
the Group.

Reference is made to the section
“Shareholders” in the Com-
pany’s annual report for a de-
scription of Cemat’s capital
structure and an overview of the
Board of Directors’ authorisa-
tions for capital increases.
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2.1.4. The Committee recommends that the board of directors prepares
and on an annual basis reviews guidelines for the executive manage-
ment, including requirements in respect of the reporting to the board of
directors.

2.2.1. The Committee recommends that the board of directors, in addi-
tion to a chairperson, appoints a vice chairperson, who can step in if the
chairperson is absent and who can generally act as the chairperson’s
close sparring partner.

The guidelines for the Manage-
ment Board are reviewed once
every year in accordance with
the Board of Directors' annual
plan. The guidelines include pro-
cedures for the Management
Board's reporting to and com-
munication with the Board of Di-
rectors. The instructions to the
Management Board are availa-
ble to the Board of Directors and
the Management Board.

2.2. Members of the board of directors

The Board of Directors elects a
Chairman and Deputy Chairman
at the board meeting held im-
mediately after the annual gen-
eral meeting. In the Chairman’s
absence, the Deputy Chairman
assumes his/her powers and re-
sponsibilities in accordance with
the rules of procedure for the
Board of Directors. The Chair-
man involves the Deputy Chair-
man in all significant issues and
decision-making processes.
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The company
complies

The tasks of the Chairman and
Deputy Chairman are laid down
in the rules of procedure for the
Board of Directors.

2.2.2. The Committee recommends that the chairperson in cooperation
with the individual members of the board of directors ensures that the
members up-date and supplement their knowledge of relevant matters,
and that the members’ special knowledge and qualifications are applied
in the best possible manner.

A discussion on updating the lat-
est knowledge and implement-
ing it in the best possible way is
part of the annual assessment

2.2.3. The Committee recommends that if the board of directors, in ex-
ceptional cases, requests a member of the board of directors to take on
special duties for the company, for instance, for a short period to take
part in the daily management of the company, the board of directors
should approve this in order to ensure that the board of directors main-
tains its independent overall management and control function. It is rec-
ommended that the company publishes any decision on allowing a mem-
ber of the board of directors to take part in the daily management, in-
cluding the expected duration thereof.

The members of the Board of Di-
rectors do not participate in the
daily management of Cemat.

3. The composition, organisation and evaluation of the board of directors

3.1. Composition

3.1.1. The Committee recommends that the board of directors on an an-
nual basis reviews and in the management commentary and/or on the
company’s website states

On Cemat’s website, under
“About/Management”, Cemat
has posted a description of the
qualifications that are important

The company explains
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to the composition of the Board
of Directors, taking into consid-
eration the tasks to be under-
taken by the Board of Directors.

e which qualifications the board of directors should possess, col-
lectively and individually, in order to perform its duties in the
best possible manner, and

e the composition of and diversity on the board of directors.

Cemat’s Board of Directors is
composed of members who rep-
resent general management ex-
perience, have industry insight
and possess professional skills
pertaining to listed companies’
financial and economic matters.

The Board members’ profiles
containing information about
experience, seniority and special
skills are published in the annual
report in the section “Board of
Directors and Management
Board” and under “About/Man-
agement/Board of Directors” on
Cemat’s website and in the
agenda for the annual general
meeting.

The Board of Directors will as-
sess the composition and

10
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diversity of the Board of Direc-
tors on a yearly basis.

The company explains

3.1.2. The Committee recommends that the board of directors on an an-
nual basis discusses the company’s activities in order to ensure relevant
diversity at the different management levels of the company and adopts
a diversity policy, which is included in the management commentary
and/or available on the company's website.

Diversity at the different man-
agement levels of the company
and a diversity policy are dis-
cussed annually. Relevant infor-
mation is published in the an-
nual report.

3.1.3. The committee recommends that candidates for the board of di-
rectors are recruited based on a thorough process approved by the board
of directors. The Committee recommends that in assessing candidates
for the board of directors — in addition to individual competencies and
qualifications — the need for continuity, renewal and diversity is also con-
sidered.

As part of its annual self-evalua-
tion, the Board of Directors con-
siders its composition and skills.
If it is required that the existing
expertise of the Board of Direc-
tors be changed or supple-
mented, a profile will be pre-
pared to be presented to the en-
tire Board of Directors for ap-
proval. The Chairman subse-
guently nominates suitable can-
didates, most often with the as-
sistance of external advisers.

In assessing the composition of,
and the selection of new candi-
dates for Cemat’s Board of Di-
rectors, priority is given to spe-
cific professional competencies.

11
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3.1.4. The Committee recommends that the notice convening general
meetings, where election of members to the board of directors is on the
agenda - in addition to the statutory items - also includes a description of
the proposed candidates’

e qualifications,

e other managerial duties in commercial undertakings, including
board committees,

e demanding organisational assignments and

e independence.

The nominated candidates’
qualifications, directorships and
managerial positions in other
Danish and international com-
panies, demanding organisa-
tional assignments and inde-
pendence are described in the
notice convening general meet-
ings, where election of members
to Cemat’s Board of Directors is
on the agenda

3.1.5. The Committee recommends that members to the board of direc-
tors elected by the general meeting stand for election every year at the
annual general meeting, and that the members are nominated and
elected individually.

3.2.1. The Committee recommends that at least half of the members of
the board of directors elected in general meeting are independent in or-
der for the board of directors to be able to act independently avoiding
conflicts of interests.

The members of Cemat’s Board
of Directors elected by the
shareholders serve for a term of
one year in accordance with ar-
ticle 11(2) of Cemat’s Articles of
Association. The members of
the Board of Directors are nom-
inated and elected individually.

3.2. The board of director’s independence

In 2022, two out of three mem-
bers of Cemat’s Board of Direc-
tors were independent.

12
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In order to be independent, the member in question may not:

e be or within the past five years have been a member of the ex-
ecutive management or an executive employee in the company,
a subsidiary or a group company,

e within the past five years have received large emoluments from
the company/group, a subsidiary or a group company in another
capacity than as member of the board of directors,

e represent or be associated with a controlling shareholder,

e within the past year have had a business relationship (e.g. per-
sonally or indirectly as a partner or an employee, shareholder,
customer, supplier or member of a governing body in compa-
nies with similar relations) with the company, a subsidiary or a
group company, which is significant for the company and/or the
business relationship,

e be or within the past three years have been employed with or a
partner in the same company as the company’s auditor elected
in general meeting,

e Dbe a CEO in a company with cross-memberships in the com-
pany’s management,

e have been a member of the board of directors for more than
twelve years, or

e be closely related to persons, who are not independent, cf. the
above-stated criteria.

Even if a member of the board of directors does not fall within the above-
stated criteria, the board of directors may for other reasons decide that
the member in question is not independent.

When composing the Board of
Directors, the aim is that the ma-
jority of the Board members
elected by the shareholders
should be independent of spe-
cial interests as described in the
recommendation. Details about
this and information on the in-
dependence of each Board
member are disclosed on the
Company’s  website  under
“About/Management”.

13



Recommendation

3.2.2. The Committee recommends that members of the executive man-
agement are not members of the board of directors and that members
retiring from the executive management does not join the board of di-
rectors immediately thereafter.

3.3. Members of the board of directors and the number of other

3.3.1. The Committee recommends that the board of directors and each
of the members on the board of directors, in connection with the annual
evaluation, cf. recommendation 3.5.1., assesses how much time is re-
quired to perform the board duties. The aim is for the individual member
of the board of directors not to take on more managerial duties than the
board member in question is able to perform in a satisfactory manner.

The company
complies

The members of Cemat’s Man-
agement Board are not mem-
bers of Cemat’s Board of Direc-
tors.

The current members of
Cemat’s Board of Directors were
not part of Cemat’s Manage-
ment Board before they joined
Cemat’s Board of Directors.

managerial duties

It is up to each member of the
Board of Directors to assess how
how much time is required to
perform the board duties and
many directorships and mana-
gerial positions he/she is able to
undertake while serving on the
Board of Directors of Cemat.

The company explains

3.3.2. The Committee recommends that the management commentary,
in addition to the statutory requirements, contains the following infor-
mation on the individual members of the board of directors:

e  position, age and gender,
e competencies and qualifications relevant to the company,

The recommended information
concerning the Board members
is found in Cemat’s annual re-
port in the section “Board of Di-
rectors  and Management

14
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e independence,

e year of joining the board of directors,

e year of expiry of the current election period,

e  participation in meetings of the board of directors and commit-
tee meetings,

e managerial duties in other commercial undertakings, including
board committees, and demanding organisational assignments,
and

e the number of shares, options, warrants, etc. that the member
holds in the company and its group companies and any changes
in such holdings during the financial year.

under “About/Management”.

Board” and on Cemat’s website

3.4. Board committees

3.4.1. The Committee recommends that the management describes in
the management commentary:

e the board committees’ most significant activities and number of
meetings in the past year, and

e the members on the individual board committees, including the
chairperson and the independence of the members of the com-
mittee in question.

In addition, it is recommended that the board committees’ terms of ref-
erence are published on the company’s website.

Cemat has — apart from the au-
dit committee constituted by
the joint Board of Directors — no
other board committees, thus
terms of reference for commit-
tees are not disclosed and nor is
Cemat reporting on the commit-
tees’ activities and members.

After the divestment of the sili-
con business on 1 July 2016,
Cemat’s actual operation is lim-
ited to the development of the
Polish property company. At the
same time, Cemat's Board of Di-
rectors consists of only three

The need for setting up commit-
tees is assessed on a current ba-
sis.

It was decided that the audit
committee was to be made up
of the entire Board of Directors.
The Board does not report sepa-
rately on the activities of the
committee.

15
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persons. Cemat therefore as-
sesses that it is not advisable to
set up separate board commit-
tees.

3.4.2. The Committee recommends that board committees solely consist
of members of the board of directors and that the majority of the mem-
bers of the board committees are independent.

All board committees solely con-
sist of members of the Board of
Directors and the majority of the
members of the board commit-
tees are independent.

3.4.3. The Committee recommends that the board of directors estab-
lishes an audit committee and appoints a chairperson of the audit com-
mittee, who is not the chairperson of the board of directors. The Com-
mittee recommends that the audit committee, in addition to its statutory
duties, assists the board of directors in:

e  supervising the correctness of the published financial infor-
mation, including accounting practices in significant areas, sig-
nificant accounting estimates and related party transactions,

e reviewinginternal control and risk areas in order to ensure man-
agement of significant risks, including in relation to the an-
nounced financial outlook,

e assessing the need for internal audit,

e performing the evaluation of the auditor elected by the general
meeting,

e reviewing the auditor fee for the auditor elected by the general
meeting,

e supervising the scope of the non-audit services performed by
the auditor elected by the general meeting, and

The audit committee is made up
of the entire Board of Directors
as Cemat’s Board of Directors
consists of only three persons.

[It is assessed that there is no
need for an internal audit func-
tion in the 2022 financial year.]

The Board of Directors performs
the tasks of the audit committee

16
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e ensuring regular interaction between the auditor elected by the
general meeting and the board of directors, for instance, that
the board of directors and the audit committee at least once a
year meet with the auditor without the executive management
being present.

If the board of directors, based on a recommendation from the audit
committee, decides to set up an internal audit function, the audit com-
mittee must:

e prepare terms of reference and recommendations on the nom-
ination, employment and dismissal of the head of the internal
audit function and on the budget for the department,

e ensure that the internal audit function has sufficient resources
and competencies to perform its role, and

e supervise the executive management’s follow-up on the conclu-
sions and recommendations of the internal audit function.

3.4.4. The Committee recommends that the board of directors estab-
lishes a nomination committee to perform at least the following prepar-
atory tasks:

Due to Cemat’s limited activity, | The Board of Directors handles
Cemat has chosen not to set up | these tasks.

a nomination committee to han-
dle these tasks.

e describing the required qualifications for a given member of the
board of directors and the executive management, the esti-
mated time required for performing the duties of this member
of the board of directors and the competencies, knowledge and
experience that is or should be represented in the two manage-
ment bodies,

e onan annual basis evaluating the board of directors and the ex-
ecutive management’s structure, size, composition and results

17
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and preparing recommendations for the board of directors for
any changes,

e in cooperation with the chairperson handling the annual evalu-
ation of the board of directors and assessing the individual man-
agement members’ competencies, knowledge, experience and
succession as well as reporting on it to the board of directors,

e handling the recruitment of new members to the board of di-
rectors and the executive management and nominating candi-
dates for the board of directors' approval,

e ensuring that a succession plan for the executive management
is in place,

e  supervising executive managements’ policy for the engagement
of executive employees, and

e  supervising the preparation of a diversity policy for the board of
directors’ approval.

3.4.5. The Committee recommends that the board of directors estab-
lishes a remuneration committee to perform at least the following pre-
paratory tasks:

e  preparing a draft remuneration policy for the board of directors’
approval prior to the presentation at the general meeting,

e providing a proposal to the board of directors on the remuner-
ation of the members of the executive management,

e providing a proposal to the board of directors on the remuner-
ation of the board of directors prior to the presentation at the
general meeting,

e  ensuring that the management’s actual remuneration complies
with the company’s remuneration policy and the evaluation of
the individual member’s performance, and

Due to Cemat’s limited activity,
Cemat has chosen not to set up
a nomination committee to han-
dle these tasks.

The Board of Directors handles
these tasks.
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e assisting in the preparation of the annual remuneration report

for the board of directors’ approval prior to the presentation for
the general meeting's advisory vote.

3.5. Evaluation of the board of directors and the executive management

3.5.1. The Committee recommends that the board of directors once a
year evaluates the board of directors and at least every three years en-
gages external assistance in the evaluation. The Committee recommends
that the evaluation focuses on the recommendations on the board of di-
rectors’” work, efficiency, composition and organisation, cf. recommen-
dations 3.1.-3.4. above, and that the evaluation as a minimum always in-
cludes the following topics:

e the composition of the board of directors with focus on compe-
tencies and diversity

e theboard of directors and the individual member’s contribution
and results,

e the cooperation on the board of directors and between the
board of directors and the executive management,

e the chairperson’s leadership of the board of directors,

e the committee structure and the work in the committees,

e the organisation of the work of the board of directors and the
quality of the material provided to the board of directors, and

e the board members’ preparation for and active participation in
the meetings of the board of directors.

Following the sale of the silicon
business, Cemat’s Board of Di-
rectors consists of only three
persons. Due to the limited ac-
tivity of Cemat and the number
of Board members, Cemat has
chosen not to establish an eval-
uation procedure.

The Chairman of the Board of Di-
rectors conducts regular evalua-
tion of the Board of Directors
and these topics.

3.5.2. The Committee recommends that the entire board of directors
discusses the result of the evaluation of the board of directors and that
the procedure for the evaluation and the general conclusions of the

Following the sale of the silicon
business, Cemat’s Board of Di-
rectors consists of only three

The Chairman of the Board of Di-
rectors conducts regular evalua-
tion of the Board of Directors
and these topics.

19




The company

Recommendation : The company explains
complies pany
why how
evaluation are described in the management commentary, on the com- persons. Due to the limited ac-
pany’s website and at the company’s general meeting. tivity of Cemat and the number

of Board members, Cemat has
chosen not to establish an eval-
uation procedure.

The Board of Directors regularly
evaluates the work and results
of the CEOQ, and the Chairman
reviews the evaluation with the
CEO at least once every year in
connection with the annual sal-
ary interview.

3.5.3. The Committee recommends that the board of directors at least
once a year evaluates the work and results of the executive management
according to pre-established criteria, and that the chairperson reviews
the evaluation together with the executive management. In addition, the
board of directors should on a continuous basis assess the need for | The Board of Directors assess on
changes in the structure and composition of the executive management, | a continuous basis the need for
including in respect of diversity, succession planning and risks, in light of | changes in the structure and
the company’s strategy. composition of the Manage-
ment Board, including in respect
of diversity, succession planning
and risks, in light of Cemat’s
strategy.

4. Remuneration

of management

4.1. Remuneration of the board of directors and the executive management
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4.1.1. The Committee recommends that the remuneration for the board
of directors and the executive management and the other terms of em-
ployment/service is considered competitive and consistent with the com-
pany's long-term shareholder interests.

Cemat considers the remunera-
tion for the Board of Directors
and the Management Board and
the other terms of employ-
ment/service competitive and
consistent with Cemat’s long-
term shareholder interests.

4.1.2. The Committee recommends that share-based incentive schemes
are revolving, i.e. that they are periodically granted, and that they pri-
marily consist of long-term schemes with a vesting or maturity period of
at least three years.

Cemat does not provide share-
based remuneration.

4.1.3. The Committee recommends that the variable part of the remu-
neration has a cap at the time of grant, and that there is transparency in
respect of the potential value at the time of exercise under pessimistic,
expected and optimistic scenarios.

Cemat and the Group does not
apply a remuneration structure
that includes caps on variable
remuneration at the time of
grant as the Board of Directors
assesses that this is in the best
interest of the company.

Cemat may from time to time di-
rectly og indirectly enter into
agreements regarding variable
remuneration with executive
management that will comply
with the Remuneration Policy
applicable at the time of the
conclusion of such agreements.

4.1.4. The Committee recommends that the overall value of the remu-
neration for the notice period, including severance payment, in connec-
tion with a member of the executive management’s departure, does not
exceed two years’ remuneration including all remuneration elements.

Cemat’s Management Board is
not entitled to any kind of remu-
neration upon departure, other
than salaries in the period of no-
tice.

21




The company

complies The company explains

Recommendation

why how

Members of the Board of Direc-
tors of Cemat are not remuner-
ated with share options and
warrants, cf. Cemat’s remunera-
tion policy.

4.1.5. The Committee recommends that members of the board of direc-
tors are not remunerated with share options and warrants.

In order to comply with the rec-

ommendation, Cemat has up-
dated the Remuneration Policy
in order to implement a claw
back-option for variable remu-
4.1.6. The Committee recommends that the company has the option to | neration if such remuneration
reclaim, in whole or in part, variable remuneration from the board of di- | has been earned or paid based
rectors and the executive management if the remuneration granted, | on information, which subse-
earned or paid was based on information, which subsequently proves to | quently proves to be incorrect
be incorrect, or if the recipient acted in bad faith in respect of other mat- | and other scenarios. The up-
ters, which implied payment of a too large variable remuneration. dated Remuneration Policy co-
vers remuneration to the Board
of Directors and Executive Man-
agement, including any consul-
tancy services that are delivered
by such individuals

5. Risk management

5.1. Identification of risks and openness in respect of additional information

5.1.1. The Committee recommends that the board of directors based on | Risks relating to the financial re-
the company's strategy and business model considers, for instance, the | porting process form part of the
most significant strategic, business, accounting and liquidity risks. The | Audit Committee’s annual plan
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Recommendation

The company
complies

The company explains

why

how

company should in the management commentary give an account of
these risks and the company’s risk management.

and are reported to the Board of
Directors in connection with the
consideration of financial re-
ports.

Management has also prepared
a description of strategic and
business risks, which is reviewed
on an ongoing basis and which
forms an integral part of Man-
agement’s annual revision of
Cemat’s strategy. Information
about financial risks is provided
in accordance with IFRS in the
annual report under “Risks and
Risk Management”.

Cemat’s risk management is fur-
thermore described on the last
pages of this report.

5.1.2. The Committee recommends that the board of directors estab-
lishes a whistleblower scheme, giving the employees and other stake-
holders the opportunity to report serious violations or suspicion thereof
in an expedient and confidential manner, and that a procedure is in place
for handling such whistleblower cases.

As Cemat has no permanent em-
ployees apart from the CEO,
Cemat has not established a
whistleblower scheme or a pro-
cedure for handling whistle-
blower cases.

The Board of Directors regularly
reviews the need to establish a
whistleblower scheme and a
procedure for handling whistle-
blower cases.
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CEMAT’S MANAGEMENT
Cemat's management comprises the Board of Directors and the Management Board.

Board of Directors

The Board of Directors has the overall responsibility for the management of the Group and supervision of the Management Board. The Board of
Directors lays down the policies for Cemat’s business strategy, organisation, accounting and financial affairs and appoints a Management Board
to be in charge of the day-to-day operations of the Group.

The Board of Directors is made up of three members elected by the shareholders in general meeting. An overview of the Board of Directors and
the Management Board can be found in the annual report in the section “"Board of Directors and Management Board”.

In accordance with the Articles of Association, the members of the Board of Directors elected by the shareholders are elected for terms of one
year at the annual general meeting. The term for the current Board of Directors expires on 23 March 2023 and the members are eligible for re-
election.

When composing the Board of Directors, the aim is for the majority of the Board members elected by the shareholders to be independent of
special interests relative to the Group, major shareholders, chief suppliers and key accounts.

Two of the three Board members elected by the shareholders are independent of special interests. The Deputy Chairman of Cemat’s Board of
Directors is not independent as Eivind Dam Jensen (and his relatives) controls 32.52% of Cemat’s share capital.

When composing the Board of Directors, it has been considered important that the members have general management experience, have in-
dustry insight and possess professional skills pertaining to listed companies' financial and economic matters.

Board meetings are held at least five times a year. The Board of Directors follows an annual plan which is determined at the first meeting of the
Board of Directors after the annual general meeting. The Board of Directors otherwise convenes as and when deemed necessary. 7 board meet-
ings were held in 2022.

The Board of Directors conducts its business in accordance with the rules of procedure, which comply with the provisions of s. 130 of the Dan-
ish Companies Act applicable to listed companies. Among other things, the rules of procedure contain guidelines for the division of responsibili-
ties between the Board of Directors and the Management Board, and provide for the application of minute books, a register of shareholders and
other protocols. The rules of procedure determine the Board of Directors' duties to actively discuss Cemat’s organisation and internal control
procedures as well as its duties to actively follow up on plans, budgets and cash position, as well as other important issues.
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Evaluation of the Board of Directors and Management Board

The evaluation of the working methods, skills, composition, efforts, interaction and performance of the Board of Directors and the Management
Board forms part of the ongoing work of the Board of Directors and, in particular, the Chairman.

Board committees
Since mid-2016, Cemat has not had any separate committees as their duties have been assumed by the entire Board of Directors.

Audit Committee

The Audit Committee monitors the Group's financial reporting, accounting policies, internal control procedures and the framework for the exter-
nal auditors. In connection with a change in the structure of Cemat in mid-2016 the tasks of the former audit committee will be performed
collectively by the three members of the Board of Directors.

Remuneration policy

Cemat’s remuneration policy was approved by the general meeting on the annual general meeting in 2022. It is the aim of the Board of Direc-
tors that the remuneration policy reflects the interests of the shareholders and Cemat and helps promote long-term goals. Furthermore, Cemat
seeks to offer a compensation package conforming to market standards for the Board of Directors and the Management Board to retain the
current management and attract new qualified candidates.

Management Board

Cemat’s Management Board comprises a single registered Chief Executive Officer. The Management Board is responsible for the day-to-day
management of Cemat in accordance with the guidelines laid down by the Board of Directors. Also, the Management Board is responsible for
submitting proposals for the Group's overall strategies, action plans, objectives and operating and investment budgets to the Board of Direc-
tors.

Directors’ fees

In 2022, for the financial year 2022, the members of the Board of Directors of Cemat received a fixed basic fee of DKK 200,000. The Chairman
received 2.5 times the basic fee and the Deputy Chairman 1.75 times the basic fee for their extended Board tasks. The members of the Com-
mittee do not receive separate remuneration for board work in subsidiaries or on the Nomination or Remuneration Committees.

Total fees to the Board are specified in note 4 to the annual report.
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The members of the Board of Directors receive no options, bonus or any other performance-related remuneration and are not covered by
Cemat's pension scheme.

Remuneration to the Management Board

The Board of Directors believes that a combination of fixed and performance-based compensation to the Management Board helps Cemat to
attract and retain the best qualified executive officers while at the same time encouraging sustained long-term value creation for the sharehold-
ers. Performance-related incentive schemes contribute to promoting behaviour that supports the achievement of Cemat’s objectives. Against
this background, the Board of Directors has resolved to introduce incentive remuneration to the Management Board.

The Management Board's compensation package comprises three elements: a fixed basic salary including company car, telephone, etc., a bo-
nus based on the financial results achieved and pensions.

Material agreements with Management

The member of the Management Board is employed under an executive service contract. The executive service contract for the CEO is termina-
ble by either party at three months’ notice.

INTERNAL CONTROLS AND RISK MANAGEMENT SYSTEMS IN RELATION TO THE FINANCIAL REPORTING PROCESS

The Board of Directors of Cemat has the overall responsibility for the establishment of an efficient risk management system, comprising sys-
tematic internal controls and follow-up. The Audit Committee monitors risk management and internal controls in relation to the financial report-
ing process.

General risk assessment and management

As part of the Board of Directors’ annual strategy review, Management conducts an overall risk assessment for the Group in order to determine
which processes and factors, internal as well as external, could potentially affect the Group’s business platform and development.

The risk assessment mainly comprises identification of business risks and control measures are identified for the most significant risks, e.g. in
the form of action plans, to reduce and handle risks.

Risk assessment and internal control systems at Cemat

In connection with the current follow-up on the Group’s strategy and development, Management assesses the risks identified and addresses
any new risks during the strategy period.
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The objective of risk management is not to eliminate all risks, but to actively determine which risks are acceptable to and manageable by the
Group and which risks to avoid entirely. Risk management is an integral part of the day-to-day business management and is subject to continu-
ous review by Management.

In respect of the special risks identified by Cemat, reference is made to “Risks and risk management” and note to the annual report about
“Financial risks and financial instruments”.

The Group has chosen to arrange for insurance cover within a number of general areas.

The Group operates with a low risk profile to ensure that currency, interest rate and credit risks arise only in connection with commercial rela-
tions. It is the Group’s policy not to actively speculate in financial risks. The Group’s currency, interest rate, credit and liquidity risks are de-
scribed in a note to the consolidated financial statements.

Risk assessment relating to the financial reporting process

The overall risk assessment also comprises risks relating to financial reporting and hence matters which could affect the completeness, accu-
racy and valuation-related matters relative to the Group’s financial reporting. The risk assessment also comprises the risk of loss or misuse of
assets.

Control system
Cemat'’s CEO is responsible for maintaining efficient internal controls.

All subsidiaries and business units of the Group have appropriate internal controls, covering the most significant risks. Internal policies and
procedures, manuals and legislation and other external regulation form the basis of the internal control environment, and the Group’s employ-
ees are held responsible through organisational structures in the Group with clearly defined responsibilities and authority.

Control measures may alleviate the identified risks and ensure compliance with the basic criteria for financial reporting. The Group’s control
measures comprise general as well as detailed controls to prevent, identify and correct errors and irregularities. The Group has the following
overall control measures:

* Manual controls — examples of important manual controls are signed bookkeeping lists, reconciliation, rights of access, master data and
segregated functions to the extent permitted by the size of the organisation.

 Programmed controls — examples of important programmed controls are validation of entries, including that data is only registered and
applied centrally, automatic reconciliation of invoices with purchase orders and other reconciliation between the ERP modules.

* General IT control - examples of important IT controls are user administration, production and test environment and backup procedures.

Documentation of procedures is part of the internal control system and consists of flowcharts of procedures and descriptions of control
measures. The process comprises formal as well as informal procedures used by Management, including assessments of results relative to
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budgets, strategy plans and selected key performance indicators (KPIs). The Group has established procedures to provide Management with a
basis for assessing the Group’s financial position. These procedures/reports comprise i.a.:

» a review of strategic and business objectives at least once a year

+ a formalised annual budget with forecast and estimation procedures

Furthermore, management reporting is prepared on a current basis, comprising:
+ financial results and financial position, including analysis of cash flows and financial structure in the parent company and subsidiaries
« comparison of budgeted financial results, results from previous years and actual results

Also, the external auditors report to Management and the Audit Committee who assess the results of current examinations performed to deter-
mine to what extent Management and the Audit Committee may rely on the reports/processes which are primarily prepared and performed by
the finance department.
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