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Code of Corporate Governance

In recent years corporate governance
has attracted growing attention both
in Sweden and internationally, and
many countries have introduced more
or less voluntary codes for regulation
of corporate governance issues. Against
this background, a committee appoint-
ed by the Swedish Government, known
as the Code Group, presented a Swedish
Code of Corporate Governance (the
Code) on December 16, 2004. The
fundamental goal of the Code is to pro-
mote improved governance of Swedish
companies. Another objective is to
bolster the international capital mar-
kets’ confidence in Swedish corporate
governance, and thereby improve the
Swedish business sector’s access to for-
eign venture capital. The basic princi-
ple is to apply the Code according to 
a “comply or explain” model.

Micronic and the Code

The Code is aimed primarily at com-
panies listed on the Stockholm Stock
Exchange, starting with those on the
A list and larger companies on the 
O list. In this context, larger companies
refer to those with a market capitaliza-
tion of more than SEK 3 billion. As 
of July 1, 2005, the Stockholm Stock
Exchange has incorporated the Code
into its regulatory framework.
Micronic has been quoted on the O
list of the Stockholm Stock Exchange
since 2000 and is thus covered by the

Code. Micronic has applied the Code
successively as of mid-year 2005 with
the few exceptions specified and ex-
plained in this corporate governance
report. Micronic’s adaptations to the
Code have consisted mainly of pub-
lishing the compiled information on
the company’s website. The report on
internal control and this corporate
governance report are naturally also
results of Micronic’s application of the
Code. The Board of Directors’ report
on internal control over financial
reporting has not been examined by
the company’s auditors. This deviation
from the Code is explained by the fact
that FAR (the professional institute for
authorized public accountants in
Sweden) does not consider such exami-
nation to be consistent with good pro-
fessional practice due to the lack of
necessary examination criteria for 2005.
In addition, the Board of Directors’
report on internal control over financial
reporting has not been examined by
the company’s auditors. 

On December 15, 2005, the
Swedish Corporate Governance Board
issued a bulletin stating there are cir-
cumstances which make it difficult for
Swedish companies to comply with sec-
tion 3.7.2 of the Code for the financial
year 2005.

In line with this, the Board of
Micronic has decided to not issue any
statement regarding the effectiveness
of internal control over financial repor-

ting, and to thereby deviate from the
Code in this respect.

The Group’s financial reports and
statements (pages 38–65) have been
audited.

General Meeting

Pursuant to the provisions in the
Swedish Companies Act, the General
Meeting of Shareholders is the compa-
ny’s highest decision-making body.
The responsibilities of the Annual
General Meeting (AGM) include adop-
tion of the profit and loss account and
balance sheet, election of Board mem-
bers and auditors, determination of
fees and the transaction of other busi-
ness as required by law.

The 2006 Annual General Meeting
will be held at 5:00 p.m. on Thursday,
March 30, 2006, at Näsby Slott, Djurs-
holmsvägen 30, Täby. Place: Galleriet.

The shareholders are not given the
opportunity to observe or participate
in the AGM from another location, nor
are they offered simultaneous interpre-
tation or translation of that which is
said and presented at the AGM. These
two deviations from the Code are moti-
vated by the fact that compliance
would not be financially justifiable with
respect to the ownership composition.

Nomination Committee

The tasks of the Nomination
Committee are to prepare and present
recommendations for nomination of
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the Board Chairman, directors and
auditors for election by the General
Meeting. The Committee’s responsi-
bilities also include recommendations
on remuneration to directors, Board
committee members and auditors.
According to the decision of Micronic’s
2005 AGM, the Nomination
Committee shall consist of the Board
Chairman and four members repre-
senting the four largest shareholders 
as of September 30.

Ahead of the 2006 AGM, the
Nomination Committee consists of
Annika Andersson (Fourth Swedish
National Pension Fund), Britt Reigo
(Robur Funds), Ulf Strömsten (Catella
Capital) and Henrik Söderberg 
(Livförsäkrings AB Skandia). The Code
states that the names of all Nomination
Committee members, together with
the shareholders they represent, are to
be announced at the latest six months
before the AGM. Micronic made pub-
lic the composition of the Nomination
Committee on October 24, 2005, i.e.
more than five months prior to the
AGM. The explanation for this devia-
tion is that Micronic has chosen to
maintain its tradition of holding the
AGM early in the year. Since the
Nomination Committee cannot be
appointed before the month of October,
it is not possible to announce its com-
position earlier.

All shareholders in the company are
given the opportunity to submit recom-
mendations for evaluation by the
Nomination Committee within the
framework of its duties. Annika
Andersson was appointed as chairman
of the Nomination Committee. Ahead
of the 2006 AGM, the Committee has
held three meetings during 2005 and
has maintained regular informal con-
tact. As a basis for its recommenda-
tions, the Nomination Committee
determines whether the sitting Board
members have the requisite skills and
characteristics in view of the compa-
ny’s position and future direction,
among other things by studying the
results of the evaluation of the Board

and its work which was carried out
during fall 2005 with the help of
external consultants. In addition, the
Committee formulates the required
qualifications for any new directors
that need to be recruited according to
this assessment, and carries out a sys-
tematic procedure for seeking candi-
dates for vacant Board seats, with con-
sideration 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
Committee will present a report on its
work at the AGM.

The company’s auditors are appoin-
ted by the AGM every four years. The
Audit Committee assists the Nomi-
nation Committee in preparing recom-
mendations for nomination of auditors
and fees for audit work.

Board of Directors

The Board of Directors consists of
eight members, including the CEO
who are elected by the AGM. The
composition of the Board and their
independent status in relation to the
company, its management and major
shareholders is disclosed on the com-
ing pages.

The responsibilities of the Board of
Directors are prescribed by the Swedish
Companies Act and are not transferable
to any other party. Through written
instructions, the Board regulates the
division of responsibility 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, the tasks of the Board
include:

• Approval and adoption of the annual
report and other public reports

• Appointment of the CEO

• Formulation of a long-term strategy
• Determination of the Board’s need 

for information
• Formulation and adoption of policies

and instructions for authorization
• Adoption of financial budgets
• Decisions regarding major 

investments
• Decisions regarding far-reaching 

agreements
• Determination of the procedures 

and focus for the Board’s work and 
performance evaluation of the CEO 
and the Board

• Appoint an Audit Committee 
within the Board

• Appoint a Remuneration Committee
within the Board. 

The members of the Board, with the
exception of the CEO, are compensa-
ted according to the decision of the
AGM. No fees are paid to the boards 
of the subsidiaries. The 2005 AGM
resolved that Board fees for the period
until the end of the next AGM would
be paid in a total amount of SEK
1,275,000, to be apportioned accord-
ing to the decision of the Board.
Furthermore, the AGM resolved that
total remuneration to the members of
the Audit and Remuneration commit-
tees for the period until the end of the
next AGM would total no more than
SEK 300,000, to be paid in an amount
of SEK 50,000 per member and com-
mittee assignment.

The AGM also resolved that a
monthly fee of SEK 75,000 would be
paid to the Board Chairman for assist-
ing the company in strategic matters.
See also Note 11 on page 55 for full
details on Board compensation in 2005.

Financial reporting

The Board is responsible for ensuring
the quality of the company’s financial
reporting, primarily through the Audit
Committee. The Audit Committee
meets regularly with the CFO and the
company’s external auditors to discuss
matters of significance in the account-
ing area. Certain meetings between
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the Audit Committee and external
auditors take place without the atten-
dance of employees in the company.

The Board also ensures that the
CEO sets up an organization to pro-
vide sufficient resources for the
accounting and finance functions and
that the personnel are given the train-
ing needed to meet the established
requirements. 

The Audit Committee reviews
interim reports before these are sub-
mitted to the entire Board in order to
take up items of particular importance
with the external auditors. Every
month, the Board receives a report on
the company’s results and financial
position, to which the CEO’s com-
ments are attached. Both interim and
annual reports are presented to the
Board before publication.

Financial information

In accordance with the Investor
Relations policy adopted by the Board,
the company provides continuous
information on its financial position in
the form of quarterly, year-end and

annual reports, as well as press releases
in connection with major orders.
When the interim and year-end
reports are published, the company
also holds presentations and/or tele-
conferences for analysts, investors and
the media. In addition, Micronic nor-
mally hosts an annual Capital Markets
Day at its head office in order to pro-
vide in-depth information about the
company’s operations. During the year,
the Executive Management regularly
meets with analysts and investors at
several locations around the world. In
connection with trade fairs and semi-
nars, the media is given opportunities
to meet with the company’s represen-
tatives.

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.

Board activities in 2005

In 2005, the Board held eight (com-
pared to 13 in 2004) meetings, of
which one was a statutory meeting

directly following the Annual General
Meeting in April. 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 2005, the Audit Committee met
four times and the Remuneration
Committee two times. In 2005, as in
the previous year, the Board ordered an
external evaluation of its work. The
results of this evaluation were handed
over to the Nomination Committee. 

Agendas for regular Board meetings
are prepared by the Chairman together
with the CEO. All meetings have been
held on the company’s premises. The
following items of business are taken
up at each regular Board meeting:

• Update on the business situation 
• Financial reporting.

Furthermore, at each meeting the
Board has dealt with the matters spec-
ified in the summary below. In connec-
tion with every meeting, the Board

February 10
The financial accounts for 2004
were reviewed. The Audit
Committee reported on its
meetings with the external
auditors and valuation of the
company’s development costs.
The external auditors then
presented their observations
on the 2004 audit.The annual
financial statements, annual
report and fourth quarter
report were adopted.

The Remuneration
Committee reported on its
work. Bonus targets for 2005
were established. Compen-
sation to the CEO, and the
allocation between fixed and
variable remuneration, was
adopted.The evaluation of the
Board’s work was presented.
All Board members participa-
ted in the meeting, as did the
external auditors.

April 5
Work on Micronic’s process
development project was 
presented.The Executive
Management reported on
progress so far and described
upcoming activities within the
framework of this initiative.
All Board members participa-
ted in the meeting.

April 5
Directly following the AGM,
the Board held a statutory
meeting to elect its officers,
with Lars Nyberg as Chairman
and Christer Zetterberg as
Vice Chairman. The members
of the Audit and Remuneration
committees were appointed.
All Board members participa-
ted in the meeting.

April 19 
The first quarter report was
adopted.The Board adopted a
revised procedural plan for its
work and instructions for the
CEO, and adopted a number
of policies and an authoriza-
tion instruction.

The Executive Management
presented a report on ongo-
ing and planned activities for
the business in Asia. The
Board decided to carry out 
an attitude survey among the
company’s employees. Seven
of the Board’s eight members
participated in the meeting.

July 7 
The second quarter report
was adopted.A full-year fore-
cast was presented.

Possible development 
strategies in the company’s
product areas were presented

in general terms ahead of the
strategy meeting in September.

A cost/benefit analysis for
ATAC, Asian Technical and
Applications Center, was 
presented and approved. All
Board members participated
in the meeting.

September 22
A review of adaptations to the
Code. A decision was made
on areas where the company
intends to deviate from the
Code.

The Audit Committee pre-
sented a report on its work.
A decision was made to order
an external evaluation of Board
work also in 2005. Review of
a forecast for the full year.

The Executive Management
presented an in-depth review
of strategies, market situation,
competitive and technical 

analyses and conceivable
development strategies for
the business units. In connec-
tion with this, identified risks
were reviewed. All Board
members participated in the
meeting.

October 19
The third quarter report was
adopted and the full-year
forecast presented. The com-
pany’s agency agreements
were reviewed. All Board
members participated in the
meeting.

December 19 
The budget for 2006 was
adopted. All Board members
participated in the meeting.

Summary of Board meetings in 2005
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members meet without the CEO’s 
participation and the Chairman is then
responsible for feedback to the CEO.
During the year, the Board adapted its
work in compliance with the Code.

Prior to each Board meeting, and
before publication of the interim
reports in 2005, the Board has been
provided with written material as a
basis for future discussions and deci-
sions. During the Board meetings,
representatives 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
operations. These reports are compiled
by the CEO and CFO.

Audit Committee

Every year the Board appoints an
Audit Committee which must consist
of three independent Board members
not employed in the company. The
majority of Audit Committee mem-
bers must be independent of the com-
pany and its management. Further-
more, at least one member must be
independent of the company’s major
shareholders. 

The current Audit Committee is
made up of Jörgen Centerman, Hans
Fletcher (Chairman) and Christer
Zetterberg. All three members of the
Audit Committee are considered inde-
pendent. For information about fees to
the Audit Committee, see Note 11 on
page 55.

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. The Committee also serves
as the primary contact with the com-
pany’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 over-

seeing 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 work. The
Audit Committee also establishes
guidelines for procurement of services
other than auditing from the compa-
ny’s appointed auditors.

The Audit Committee held four
meetings in 2005.

Remuneration Committee

Every year 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.

The current Remuneration
Committee is made up of Lars Nyberg
(Chairman), Lena Treschow Torell and
Lars Öjefors. The majority of the
Remuneration Committee members
are considered independent. For infor-
mation about fees to the Remuneration
Committee, see Note 11 on page 55.

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 recommenda-
tions regarding remuneration and other
terms of employment for the Executive
Management. The Committee’s pri-
mary 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 remu-
neration and other terms of employ-
ment for other senior executives are
competitive and consistent with the
company’s objectives. Furthermore, 
the Committee assists the Board by
preparing recommendations for incen-
tive schemes in for example the form
of share option programs and similar.

The Remuneration Committee held
two meetings in 2005, as well as a
number 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 remuneration, 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 payment 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 benefits are payable. In 2005, the
Remuneration Committee, with exter-
nal assistance, carried out a review of
the contract and terms of remunera-
tion for the CEO.

The Remuneration Committee dis-
cussed the wording of the contract on
several occasions before it was approved
by the Board. 

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 indi-
viduals are entitled to severance pay
corresponding to 12 months’ salary
after the period of notice. In cases
where severance pay is received, no
other benefits are payable. In 2005,
the Remuneration Committee also
reviewed the levels of remuneration to
senior executives. See also Note 11 on
page 55 for full details on remunera-
tion to the CEO and other senior exec-
utives in 2005.




