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Increased transparency contributes to 
effective governance by giving the vari-
ous stakeholders better insight into the 
company’s operations and management. 
Corporate governance in Sweden has 
traditionally been regulated through 
legislation, while the business sector’s 
self-regulatory bodies have continuously 
revised and introduced rules and guide-
lines with relevance for corporate gover-
nance.

SWEDISH CODE OF CORPORATE 

 GOVERNANCE

On December 16, 2004, a committee 
 appointed by the Swedish Government, 
known as the Code Group, presented a 
Swedish Code of Corporate Governance 
(the Code). The fundamental goal of the 
Code is to promote improved gover-
nance of Swedish companies. Another 
objective is to bolster confidence in 
Swedish corporate governance in the in-
ternational capital markets and thereby 
improve the Swedish business sector’s ac-
cess to foreign venture capital. The basic 
principle is to apply the Code according 
to a “comply or explain” model. 

 
MICRONIC AND THE CODE

Micronic applies the Code and follows 
its recommendations with the following 
exceptions:
•  According to the Code, the names of 

all Nomination Committee members, 
together with the names of the share-
holders they represent, must be made 
public no later than six months prior 
to the AGM. Micronic announced the 
composition of the Nomination Com-
mittee on October 19, 2006, i.e. just 

over five months prior to the AGM. The 
explanation for this deviation is that 
Micronic has chosen to maintain the 
tradition of holding the AGM early in 
the year. Since the Nomination Com-
mittee cannot be appointed before the 
month of October (must be appointed 
after the end of September, see below 
under Nomination Committee), it is 
not possible to announce its composi-
tion earlier. 

 
The corporate governance report and the 
Board’s report on internal control have 
not been examined by the company’s 
 auditors. 

ANNUAL GENERAL MEETING

Pursuant to the provisions in the Swedish 
Companies Act, the General Meeting of 
Shareholders is the company’s highest de-
cision-making body. The responsibilities 
of the Annual General Meeting (AGM) 
include adoption of the profit and loss 
account and balance sheet, election of 
Board members and auditors, determina-
tion of fees and the transaction of other 
business as required by law.

The 2007 Annual General Meeting 
will be held at 5:00 p.m. on Thursday, 
March 29, 2007, in the Galleriet confer-
ence room at Näsby Slott, Djursholms-
vägen 30, in Täby, Sweden.

 
NOMINATION COMMITTEE

The tasks of the Nomination Commit-
tee are to evaluate and recommend can-
didates for nomination as Board Chair-
man, directors and auditors for election 
by the AGM. The Committee’s responsi-
bilities also include recommendations on 

remuneration to directors, Board com-
mittee members and auditors. Accord-
ing to the decision of Micronic’s 2005 
AGM, the Nomination Committee shall 
consist of the Board Chairman and four 
members representing the four largest 
shareholders at September 30. This 
 applies until such time that the AGM 
 decides differently.

Ahead of the 2007 AGM, the Nomi-
nation Committee consists of Annika 
Andersson (Fourth Swedish National 
Pension Fund), Britt Reigo (Robur 
Fonder), Anders Ljungqvist (AMF) and 
Henrik Söderberg (Livförsäkrings AB 
Skandia). 

All shareholders in the company 
are given the opportunity to submit 
recommendations for evaluation by the 
Nomination Committee within the 
framework of its duties. Annika Anders-
son was appointed as chairman of the 
Nomination Committee.

Ahead of the 2007 AGM, the Com-
mittee held four meetings during 2006 
and has maintained regular informal 
contact. As a basis for its recommen-
dations, the Nomination Committee 
determines whether the sitting Board 
members have the requisite skills and 
characteristics in view of the company’s 
position and future direction, among 
other things by studying the results of 
the performance evaluation of the Board 
and its work which was carried out in 
the fall of 2006 with the help of external 
consultants. In addition, the Commit-
tee formulates the qualifications for any 
new directors that need to be recruited 
according to this assessment, and carries 
out a systematic procedure for seeking 

corporate governance report

corporate governance is a system of rules and structures used to direct and manage companies in such 
a way that they meet shareholder expectations for return on invested capital.
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candidates for vacant Board seats, with 
consideration to any recommendations 
submitted by the shareholders. The 
Committee then nominates candidates 
for election to the Board and presents its 
recommendations in the notice of the 
coming AGM. The Nomination Com-
mittee will present a report on its work 
at the AGM.

The company’s auditors are appoint-
ed by the AGM every four years. The 
Audit Committee assists the Nomina-
tion Committee in preparing recom-
mendations for nomination of auditors 
and fees for audit work. 

BOARD OF DIRECTORS 

Since the 2006 AGM, the Board of 
 Directors consists of seven members in-
cluding the CEO. The composition of 
the Board and the independent status of 
the directors in relation to the company, 
its management and major shareholders 
is disclosed on the coming pages.

The responsibilities of the Board are 
prescribed by the Swedish Companies 
Act and are not transferable to any 
other party. Through written instruc-
tions, the Board regulates the division 
of responsibilities between the Board, 
any bodies established by the Board, 
and the CEO. The procedural plan, 
which is adopted yearly at the statutory 
meeting following the AGM, defines the 
principles for Board work, the division 
of roles between the Board and the 
CEO and the framework for financial 
reporting. According to the procedural 
plan, which was adopted at the Board 
meeting in April, the tasks of the Board 
include: 
•  Approval and adoption of the annual 

report and other public reports
•  Appointment of the CEO and evalua-

tion of the CEO’s performance 
• Formulation of a long-term strategy
•  Determination of the Board’s need for 

information

•  Formulation and adoption of policies 
and authorization instructions 

•  Adoption of rules for internal control 
and issuance of a report on internal 
control over financial reporting 

•  Adoption of financial budgets
•  Decisions regarding major investments
•  Decisions regarding far-reaching agree-

ments
•  Determination of the procedures and 

focus for the Board’s work and evalu-
ation of Board performance 

•  Appointment of an Audit Committee 
within the Board 

•  Appointment of a Remuneration Com-
mittee within the Board.

BOARD CHAIRMAN

The Chairman is responsible for oversee-
ing that the Board discharges its respon-
sibilities in accordance with the Swedish 
Companies Act and the procedural plan. 
Through ongoing contact with the CEO, 
the Chairman monitors the company’s 
development and ensures that the Board 
is continuously provided with the infor-
mation required to perform its duties. 
The Chairman also represents the com-
pany in matters related to corporate 
 governance. According to the division of 
 responsibilities between the Chairman 
and the CEO established in the Board’s 
procedural plan, and aside from that 
which can be considered customary 
 duties, the Chairman supports the CEO 
in matters related to the company’s long-
term strategic focus.

Lars Nyberg has been Board Chair-
man since the 2004 AGM.

 
BOARD REMUNERATION

The 2006 AGM resolved that Board fees 
for the period until the end of the next 
AGM would be paid in a total amount 
of SEK 1,575,000, of which SEK 500,000 
would be paid to the Board Chairman, 
SEK 275,000 to the Vice Chairman and 
SEK 200,000 to each of the other Board 

members not employed by the com-
pany. No fees are paid to the boards of 
the subsidiaries. Furthermore, the AGM 
resolved that total remuneration to the 
members of the Audit and Remunera-
tion committees for the period until the 
end of the next AGM would amount to 
no more than SEK 300,000, to be paid in 
an amount of SEK 50,000 per member 
and committee assignment.

The 2006 AGM also resolved that 
a monthly fee of SEK 60,000 would be 
paid to the Board Chairman for assist-
ing the company in strategic matters. 
See also Note 11 on page 56 for full 
details on Board compensation in 2006.

BOARD ACTIVITIES IN 2006

In 2006 the Board held ten meetings 
(compared to eight in 2005), of which 
one was a statutory meeting directly 
 following the AGM on March 30, 2006. 
The minutes from these meetings are 
 decision minutes and are recorded by the 
company’s CFO. 

Areas of responsibility within the 
Board have been divided partly through 
the work conducted in the Audit and 
Remuneration committees. In 2006, 
the Audit Committee met six times 
and the Remuneration Committee 
two times. Agendas for regular Board 
meetings are prepared by the Chair-
man together with the CEO. Two items 
on the agenda of every regular Board 
meeting are an update on the business 
situation and a review of the company’s 
financial development. Furthermore, 
at each meeting the Board has dealt 
with the matters specified in the sum-
mary below. In connection with every 
meeting, the Board members meet in 
executive session (without the pres-
ence of the CEO) and the Chairman 
is then responsible for feedback to the 
CEO. In 2006 the Board made a trip 
to Asia where the September Board 
meeting was also held. Over the course 
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of a week, the Board visited Micronic’s 
key markets in Japan and South Korea 
and had the opportunity to meet both 
customers and the subsidiary manage-
ments. The visit was mainly devoted 
to presentation and discussion of the 
company’s strategic plan. 

In good time prior to each Board 
meeting, the members of the Board are 
provided with written material as a basis 
for future discussions and decisions. 
During the Board meetings, representa-
tives of the Executive Management and 
other individuals take part to report on 
matters in their respective areas. 

Every month, the Board is provided 
with a business report including both 
financial updates and a description of 
the business situation. These reports are 
compiled by the CEO and CFO.  
 

SUMMARy OF BOARD MEETINGS IN 2006 

The Board held ten meetings. At each 
meeting, matters such as the business 
situation and financial reporting were 
dealt with. In 2006 these led to adjust-
ments in the future outlook.

  The Audit and Remuneration 
Committees continuously reported on 
their activities. The Audit Committee 
held meetings and conducted discus-
sions with the independent auditors, 
mainly in connection with the quarterly 
reports.

  In 2006 the Remuneration Com-
mittee presented a proposed incentive 
scheme for all employees and a review of 
the pension benefits for senior executives. 
A decision was also made to invite tenders 
for pension insurance broker services.

  The independent auditors took part 
in one meeting during the year to meet 
the entire Board and to describe and 
present their conclusions from the audit.

  Other significant matters taken up 
by the Board were as follows:

  A supplier evaluation of the 
company’s routines, processes and risks 

was presented to the Board together 
with the results of the quality audit this 
culminated in.

The Board adopted a new procedural 
plan for its work and instructions for 
the CEO. The following policies were 
adopted: authorization instructions, 
policy for management of financial 
risks, corporate communications policy, 
investor relations policy, insider policy 
and pension policy. 

  A decision was made to upgrade 
the business system, whereby the Board 
Chairman, who is also on the board of 
the supplier IBS, did not take part in the 
decision. 

The Board approved a project to 
document the company’s significant 
processes as a basis for the Board’s 
report on internal control over financial 
reporting, which was then monitored by 
the Audit Committee. 

A Board meeting held in South 
Korea during the autumn was focused 
on penetrating the business situation 
and subsequent discussion and analysis 
of Micronic’s strategy. The strategic 
review included a presentation of the 
market situation, as well as competitor 
and technological analyses for the 
various business units. A review of the 
after market was presented. After the 
presentations, the identified risks in the 
strategic plan were discussed and an 
action plan was formulated. 

The Board authorized the CEO to 
implement the proposed cost-cutting 
measures, consisting of downsizing of 
staff and a reduction in consultants and 
contract employees in Sweden.

The budget for 2007 was presented 
and adopted. 

EVALUATION OF BOARD PERFORMANCE

According to the procedural plan, the 
Board continuously evaluates its per-
formance through open discussions 
 between its members and with the assis-

tance of independent consultants. The 
results of this independent evaluation are 
handed over to the Nomination Com-
mittee.

AUDIT COMMITTEE

Every year the Board appoints an Audit 
Committee which, by decision, must 
consist of three Board members not em-
ployed by the company. The majority 
of Audit Committee members must be 
independent from the company and its 
management. Furthermore, at least one 
member must be independent from the 
company’s major shareholders. 

Since the statutory meeting on 
March 30, 2006, the Audit Committee 
consists of Lars Öjefors (Chairman), 
Jörgen Centerman and Christer 
Zetterberg, all of whom are considered 
independent. 

The Audit Committee is an admin-
istrative/advisory function of the Board 
and does not remove any responsibility 
from the Board as a whole. The task of 
the Audit Committee is to ensure the 
high quality of the company’s financial 
accounting, reporting and internal 
control. The Committee also serves as 
the primary contact with the company’s 
auditors in monitoring the aims and 
scope of the audit work and views on 
the company’s risks. Furthermore, the 
Committee is responsible for oversee-
ing the company’s internal and external 
reporting, for example by preparing 
a basis for Board approval of external 
financial reports. 

The Audit Committee assists the 
Nomination Committee in preparing 
recommendations for nomination of 
auditors and fees for audit services, and 
is also responsible for evaluating the 
quality of audit work. 

The Audit Committee also estab-
lishes guidelines for which non-audit 
services may be procured from the 
company’s appointed auditors. In 2006 
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the Audit Committee engaged the 
independent auditors to evaluate the 
company’s instructions for authoriza-
tion, and also established a process for 
documenting the company’s internal 
control over financial reporting. This 
process is assisted partly by consultants 
from the company’s accounting firm.

The Audit Committee held six meet-
ings in 2006.

REMUNERATION COMMITTEE

Every year at the statuory meeting fol-
lowing the AGM, the Board appoints 
a Remuneration Committee which must 
consist of the Chairman and two Board 
members who are independent from the 
company and its management. 

Since March 30, 2006, the Remu-
neration Committee is made up of Lars 
Nyberg (Chairman), Lena Treschow 
Torell and Göran Malm. The majority 
of the Remuneration Committee mem-
bers are considered independent. 

The Remuneration Committee is an 
administrative/advisory function of the 
Board and does not remove any respon-
sibility from the Board as a whole. The 
purpose of the Committee is to prepare 
and put forward recommendations 
regarding remuneration and other terms 
of employment for the CEO and other 
senior executives. The Committee’s 
primary tasks are to recommend and, 
subject to Board approval, negotiate the 
salary, other remuneration and other 
terms of employment for the CEO. 
The Committee also ensures that the 
principles for salary, other remunera-
tion and other terms of employment 
for other senior executives are competi-
tive and consistent with the company’s 
objectives. Furthermore, the Committee 
assists the Board by preparing recom-
mendations for incentive schemes in 
for example the form of share option 
programs and similar. In 2006 the Re-
muneration Committee devoted special 

attention to an adaptation of pension 
benefits for senior executives.

The Remuneration Committee held 
two meetings in 2006, as well as a num-
ber of informal contacts. 

REMUNERATION AND OTHER TERMS  

OF EMPLOyMENT FOR EXECUTIVE 

 MANAGEMENT

The terms of remuneration to the CEO 
and other senior executives who together 
with the CEO make up the Executive 
Management Team have been proposed 
by the Remuneration Committee and 
consist of basic salary, variable remuner-
ation, pension and other benefits. The 
CEO receives a monthly salary which he 
may, at his own discretion, receive in the 
form of cash salary and/or use for pay-
ment of pension premiums. The CEO is 
not covered by any other pension obliga-
tions. The contractual retirement age for 
the CEO is 60 years.

The employment contract with the 
CEO specifies a mutual notice period 
of six months. In the event of dismissal 
from his duties, the CEO is entitled to 
18 months’ severance pay. In cases where 
severance pay is received, no other ben-
efits are payable.

The employment contracts with the 
CFO, CTO and Senior VP Corporate 
Sales specify a notice period of nine 
months in the event of dismissal by the 
company, in which case these individuals 
are entitled to severance pay correspond-
ing to 12 months’ salary after the period 
of notice. In cases where severance pay is 
received, no other benefits are payable. 

In 2006 the Remuneration Commit-
tee, with external assistance, reviewed 
the pension benefits for the company’s 
senior executives.

See page 36 for the composition of 
the Executive Management. In connec-
tion with a reorganization on January 1, 
2007, the composition of the Executive 
Management was changed somewhat 

compared with the presentation on page 
36. The Executive Management now 
consists of Carl-Johan Blomberg, Kjell 
Bohlin, Tomas Carlsson, Jonas Hassel-
berg, Sven Löfquist, Charlott Samuels-
son, Ulf Sundström and Johan Åman.

For complete details on remunera-
tion to the CEO and other senior execu-
tives in 2006, see Note 11 on page 56.

AUDITORS  

The 2006 AGM elected the accounting 
firm of KPMG Bohlins AB as the com-
pany’s auditor, at which time KPMG ap-
pointed Authorized Public Accountant 
Anders Malmeby as Auditor in Charge 
of the Group’s accounts. KPMG has 
been appointed to serve for the period 
until the 2010 AGM. At the request of 
the Board, the company’s auditor per-
forms a review of all quarterly financial 
information in accordance with the rec-
ommendations issued by FAR SRS (the 
institute for the accountancy profes-
sion in Sweden). Other statutory audits 
of the annual report, annual accounts, 
the consolidated accounts, the account-
ing records and the administration of 
the Board of Directors and CEO are car-
ried out in accordance with generally 
accepted accounting standards in Swe-
den. Once a year, the auditors meet with 
the entire Board. The independent audi-
tors meet with the Audit Committee in 
connection with adoption of the compa-
ny’s interim financial statements.

FINANCIAL REPORTING TO THE BOARD 

According to the procedural plan, the 
Board determines which reports are 
necessary for the Board to continuous-
ly monitor the company’s development. 
Every month, the Board receives a report 
on the company’s results and financial 
position, to which the 1’s comments are 
attached. Both interim and annual re-
ports are presented to the Board before 
publication. 
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The quality of the company’s financial 
 reporting is evaluated primarily through 
the Audit Committee. The Audit Com-
mittee meets regularly with the CFO 
and the company’s independent auditors 
to discuss matters of significance in the 
 accounting area. The Audit Committee 
reviews interim reports before these are 
submitted to the entire Board in order 
to take up items of particular impor-
tance with the CFO and independent 
auditors. 

Certain meetings between the Audit 
Committee and the independent audi-
tors take place without the presence of 
members employed by the company. 
The Audit Committee continuously re-
ports its observations to the Board. The 
Board also ensures that the CEO sets 
up an organization to provide sufficient 
resources for the accounting function. 

 
EXTERNAL FINANCIAL INFORMATION 

In accordance with the Investor Rela-
tions policy adopted by the Board, the 
company provides continuous infor-
mation on its financial position in the 
form of quarterly, year-end and annual 
reports, as well as press releases in con-
nection with major orders and other 
significant events. When the interim 
and year-end reports are published, the 
company also holds presentations and/
or teleconferences for analysts, inves-
tors and the media. During the year, the 
Executive Management regularly meets 
with analysts and investors at several lo-
cations around the world. In connection 
with trade fairs and seminars, the media 
is given opportunities to meet with the 
company’s representatives. Every year, 
the Board adopts a corporate communi-
cations policy to establish the rules and 
procedures for communication and spec-
ify which individuals may speak on be-
half of the company in various contexts.

All information that is distributed 
via press releases is also posted on the 

company’s website, together with other 
information that is considered valuable 
for various stakeholders.

THE BOARD OF DIRECTORS’ REPORT 

ON INTERNAL CONTROL OVER 

 FINANCIAL REPORTING IN 2006

INTRODUCTION

As stated in the Swedish Companies 
Act and the Swedish Code of Corpo-
rate Governance (the Code), the Board 
of Directors is responsible for establish-
ing and maintaining adequate internal 
control. This report has been prepared 
by the Board in accordance with the 
Code and the guidelines issued by FAR 
SRS (the Institute for the Accountan-
cy Profession in Sweden) and Svenskt 
Närings-liv (the Confederation of Swed-
ish Enterprise), and is accordingly lim-
ited to internal control over financial 
reporting.

Micronic’s internal control is 
structured according to the established 
Internal Control – Integrated Frame-
work, “COSO”*, which divides internal 
control into five components: Control 
environment, Risk assessment, Control 
activities, Information & Communica-
tion, and Monitoring. COSO defines 
internal control as follows: 

Internal control is a process, effected 
by an entity’s board of directors, man-
agement and other personnel, designed 
to provide reasonable assurance regard-
ing the achievement of objectives in the 
following categories:

•   effectiveness and efficiency of opera-
tions 

•  reliability of financial reporting
•   compliance with applicable laws and 

regulations 

The following description deals primar-
ily with those aspects of internal control 
that are related to the category of finan-
cial reporting.

DESCRIPTION

Control Environment

The basis for internal control over fi-
nancial reporting is the control environ-
ment, which includes the organization-
al structure, decision-making channels, 
powers and responsibilities, manage-
ment philosophy and operating style as 
documented and communicated in the 
form of normative documents such as in-
ternal policies, manuals and guidelines.

Micronic’s business activities are 
conducted primarily in a single location 
and are judged to be of manageable 
complexity despite the high-tech nature 
of the products. This, in turn, means 
that the structure of the organization 
is simple and clear. During the year, a 
review of the organization was carried 
out to optimize efficiency in the cur-
rent market situation. This resulted in 
restructuring of the organization with 
effect from January 1, 2007. 

Normative documents have been 
established in the form of procedural 
plans for the Board and the Board’s 
Audit Committee and instructions for 
the CEO. The Board has also estab-
lished guidelines for external reporting 
of financial information. Instructions 
for authorization of business transac-
tions are established by the Board, while 
instructions for financial accounting 
and reporting are established by the 
executive management.

The Board and management have 
determined the importance of timely 
and accurate reporting, and therefore 
also of maintaining a strong account-
ing function. The level of staffing and 
expertise in the accounting function is 
continuously monitored by the execu-
tive management. 

In 2006 the Board initiated a special 
project to support and develop the 
company’s internal control activities. 
These efforts will continue as part of the 
company’s administration in 2007.

*)   Committee of Sponsoring Organizations of the Treadway Commisssion
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RISK ASSESSMENT

The company applies continuous pro-
cesses for risk assessment and control to 
ensure that the risks to which the com-
pany is exposed are managed within the 
limits established by the Board. 

The company’s management carries 
out ongoing analysis of the company’s 
business processes for assessment of 
efficiency and risks, including the 
identification of risks for errors in 
financial reporting. The company’s sup-
port processes, including the financial 
closing processes, are also analyzed. 
The most critical business processes and 
most significant values, with regard to 
assets as well as business and product 
development, are found in the Swedish 
Parent Company. The processes of par-
ticular importance to Micronic (“critical 
processes”) are sales, development, 
manufacturing, accounting and IT.

The risks for errors in financial 
reporting are identified and discussed 
by the Audit Committee. An examina-
tion of risk areas is also carried out by 
the Board, primarily in connection with 
discussion and adoption of strategies 
and objectives.

CONTROL ACTIVITIES

The identified risks relating to finan-
cial reporting are dealt with through a 
number of identified control activities in 
the company’s processes. Many of these 
processes are documented, updated 
and improved on an ongoing basis, or 
are planned to be documented in 2007. 
Due to the nature of the company’s busi-
ness, every external business transaction 
is monitored closely and the account-
ing function has in-depth insight into 
the process. The control structure also 
includes the established division powers, 
roles and responsibilities and the man-
agement’s monthly review of financial 
information.

INFORMATION AND COMMUNICATION

Micronic’s information and communi-
cation channels are designed to promote 
complete, reliable and accurate financial 
reporting. This is accomplished by mak-
ing steering documents such as internal 
policies, guidelines and instructions with 
relevance for financial reporting avail-
able and known to the affected personnel 
via the company’s intranet and through 
employee meetings. Staff members from 
the head office regularly visit the subsid-
iaries. The reverse is also true; employees 
from the subsidiaries visit the head office 
to further improve their knowledge of 
the Group’s processes and objectives and 
to share information and experiences.

MONITORING

Information about the effectiveness 
of internal control is monitored in the 
work of the Executive Management. 
One of the tools for monitoring is self-
assessment of critical processes. Assess-
ments are carried out over a number of 
years according to an established plan 
starting in 2006. This plan will be re-
assessed yearly to identify the need for 
 reprioritization. The affected employees 
evaluate the effectiveness of the process 
with respect to the identified risks and 
control activities. 

Another aspect of monitoring is the 
accounting department’s visits to the 
subsidiaries to review their processes, 
documentation of control activities and 
compliance with group-wide policies 
and guidelines. 

The Board establishes and oversees 
the evaluation processes that are carried 
out among other things in the form of 
self-assessments and internal visits. 

The Audit Committee maintains 
continuous contact with the indepen-
dent auditors and is informed of their 
opinions and observations, which also 
contributes to the Board’s overall pic-
ture of the company’s internal control.

The Board is provided with monthly 
 financial reports and discusses the finan-
cial situation of the company and the 
Group at each Board meeting. Prior 
to board meetings where the quarter-
ly financial statements are adopted, the 
Audit Committee has analyzed and 
 assessed the financial information before 
it is adopted by the Board. 

STATEMENT

Internal Audit Function

In light of the processes and structures 
described above, the Board has not found 
it necessary to set up a special internal 
audit function to ensure the reliability of 
the company’s financial reporting.




