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CEQ’s comments on the year

In a challenging operating environment in
2013, the Group's sales increased by 7%,
while its operating margin improved to 12%
and profit margin to 11.4%. Through methodi-
cal efforts to adapt fixed costs, create a high
level of flexibility in production capacity and
further develop productivity, both NIBE Energy
Systems and NIBE Element have succeeded in
improving their operating margins and NIBE
Stoves managed to retain the previous year's
level. Meanwhile, all three business areas have
stepped up the rate of product development,
which has resulted in a considerable number of
product launches.

Sustainability and sustainable value creation
are concepts that have gained a footing in
our collective consciousness as the extent of
resource wastage and environmental contami-
nation has become more evident in the world.
NIBE's success and competitiveness depends
on, and is closely intertwined with, the society
in which we operate. By considering the needs
and challenges of society, financial success is
generated in a manner that creates sustain-
able value for our stakeholders and for society.

The concept of sustainability is, of course, not
new to us at NIBE, although we have perhaps
had a more commonplace approach to the is-
sue by always being frugal and careful with the
use of available resources. The fact that we
also combine this fundamental approach with
our mission of developing world-class solu-
tions in sustainable energy makes the concepts
of sustainability and sustainable value creation
completely clear and natural.

In 2013, we made progress in many areas and
I would like to highlight the following aspects:

Continued innovation and product develop-
ment - Creating world-class sustainable
energy solutions is paramount to us. As pre-
sented in this Sustainability Report, NIBE's
product portfolio is continuously evolving
with more and more energy and climate
smart products and services. Good for the
environment and for NIBE's business strat-
egy.

We live as we preach - At the plants we con-
tinued to install our own heat pumps and
implement many activities that save energy
and reduce the emissions of carbon dioxide.
In Europe we continued to buy “green elec-
tricity” from certified sources.

No compromises on health and safety -
Aside from technical solutions and personal
protection equipment, safety efforts are
about changing the mindset and behaviour
of our employees, guiding them to under-
stand what constitutes safe practices at
their workplaces.

Activities in the value chain - Complying with
quality, environmental, social and ethical re-
quirements from customers is part of the
daily work at NIBE's units. I am convinced
that we are well prepared to meet even more
demanding requirements in the future. An-
other important step is that our companies
are more and more active upstream in the
value chain. By doing this we clarify “Our Val-
ues” for the suppliers and during 2013 more
than 550 assessments of key suppliers were
carried out.

Sustainability targets - We have now intro-
duced a set of Group-wide targets concern-
ing energy efficiency, implementation of ISO
14001, health and safety, and other areas.
This will certainly further propel NIBE's sus-
tainability efforts in a positive direction.

NIBE has embarked on a continous journey
towards sustainable development. We will take
both small and big steps forward, and there
will be success stories and there will also be
mistakes made. The important thing is that
we constantly take actions in our ambiton to
become even mores sustainable and are trans-
parent with what we are doing. This will be ben-
eficial for NIBE's stakeholders and support the
business strategy.

Finally, I would like to thank my colleagues at
NIBE all over the world for their many con-
tributions to helping us build a sustainable
company in 2013. Good luck with the ongoing
journey!

Markaryd, Sweden - April 2013
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Managing Director and CEQ
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Kenneth Magnusson,
Chief Sustainability Officer

Sustainability targets

Increase energy efficiency.

ISO 9001 and 14001 will be introduced at
all production plants by 2016.

Increased focus on products that offer
environmental benefits. Hazardous sub-
stances in products will be phased out.

Work with systematic supplier assessments
will be further developed.

Reduction in the number of workplace
accidents. System for action to be taken in
the event of “near miss” incidents in the
workplace.
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Creating sustainable value

Our vision is to create world-class solutions in sustainable energy by deliver-
ing long-term value for customers, employees, shareholders and the world
around us. We have a long-standing tradition of pursuing a responsible
approach to doing business and our sustainability strategy helps us gener-
ate both customer benefit and value through a sustainable mindset.

Sustainability strategy

NIBE's sustainability strategy is founded on
“Our Business Principles” and “Our Values”. All
these elements interact to create a successful
company that handles financial, social, ethical
and environmental aspects in a responsible
manner.

To secure continued positive development
for the company in the future it is important to
understand the link between financial return
and creating value for people and the environ-
ment. Global macro trends, such as population
increase, improved living standards, scarcity of
resources and climate change, affect the en-
vironment in which we operate our business.

Taking on these challenges reveals new op-
portunities for developing efficient approach-
es, innovation and growth. This is achieved
within the following areas:

Stakeholders and society - raising
awareness at all levels, from suppliers to
customers, to pave the way for solutions
that are even more sustainable.

Products and markets - offering resource-
efficient products for consumers all around
the world.

Employees and operations - encouraging
employee involvement in continual environ-
mental and safety improvements.

A journey towards the future
Over the past few years, all manufacturing
units in the Group have undergone training in
our sustainability strategy. The management
teams of each company have then supported
and improved compliance within these areas.
We are also improving follow-up and under-
standing of “Our values” among our suppliers,
who are an important part of this work.

In 2013 we enhanced internal communica-
tion in the Group in several areas via our re-
cently launched intranet, “NIBE ONE".

Sustainable Group

If we use resources more efficiently we can
reduce both our environmental impact and our
costs.

Maintaining good control of our business
saves us money and reduces the risk of corrup-
tion and problems relating to working environ-
ment and quality. Our reputation as a sustain-
able company makes us an attractive employer
with staff who has pride in their work. Custom-
ers and consumers are demanding sustainable
products and services, and our sustainability
work enables us to help our customers achieve
their own ambitions in this area. NIBE prod-
ucts also help achieve energy-saving targets
and fulfil requirements for the environmental
certification of buildings.

New ambitious

sustainability targets
In 2013 we adopted a number of new sus-
tainability targets in order to raise our sights
in this area. These targets relate to use of
resources, supplier monitoring and social re-
sponsibility. Measurable targets make it easi-
er for us to understand the contribution that
our sustainability work makes to profitability.
Measurability also has an intrinsic value - if it
can be measured, it can always be improved.
We also aim to further strengthen our mar-
ket positions and continue to generate oppor-
tunities for value creation and growth. Half
of our sales stem from products and services
that make a direct contribution to reducing
the environmental impact of consumers and
industries. Other products are being constant-
ly enhanced to protect the environment and
boost sustainability. This provides a firm basis
from which to fuel growth within existing and
new sustainable product areas.
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Sustainability strategies and governance

For us it is essential to do the right things and do things the right way. NIBE’s governance of
sustainability issues has therefore focused on these key aspects.

Global drivers

By analyzing the macro trends and trends, we capitalize
on these drivers to create long-term sustainable growth.

Legal compliance

We are firmly committed to maintaining high standards in our management of envi-
ronmental, health, safety, product and social issues, with local laws and regulations
constituting the minimum accepted level. Within the framework of our management
systems, we frequently monitor compliance with current legislation and systemati-
cally evaluate the development of government policy instruments.

International initiatives

NIBE complies with or works in accordance with a num-
ber of internationally recognised standards, guidelines
and principles. Group guidelines and policies are based
on international conventions and initiatives, for example
those endorsed by the ILO, OECD and UN. A backbone
of our sustainability work is ISO 26000 - international
guidelines on how to manage social responsibility issues.

Precautionary
principle

There are both opportunities and risks associated with
issues relating to sustainable development. To minimise
risks we adopt a proactive approach, systematically an-
alysing the risks inherent in areas such as the environ-
ment, the working environment and quality, taking the
necessary technical and organisational measures and
training those concerned where necessary.
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Certified management
systems

Quality management and environmental manage-
ment work are carried out within the framework of
the certified international systems ISO 9001 and
IS0 14001 respectively (where compliance in both
cases is compulsory for all manufacturing units) and,

when so required by customers, in accordance with Our Values

the occupational health and safety standard, OHSAS The booklet “Our Values” lays down guidelines and defines NIBE's
18001. Code of Conduct for responsible entrepreneurship. Available in 14
languages, “Our Values” forms a framework for all our business op-
erations and applies equally to all NIBE employees, wherever they
are in the world.

Sustainability
Report

Since 2010 we report the
sustainability performance in
accordance with the guide-
lines laid down by the Global
Reporting Initiative (GRI). We
communicate sustainability is-
sues through our annual Sus-
tainability Report, our web-
pages and newsletters, as well
as through direct contacts with
various stakeholders.

-

Policies

Policies on issues,
such as the environ-
ment, health and
safety, quality and
communication  are
implemented  world-
wide. These, in turn,
form gquidelines for
more detailed policies
to be implemented
in the various Group
companies.

Dialogue with
stakeholders

Sustainability Council
NIBES's aim is to furnish shareholders, customers,
suppliers, and other interested parties, with rel-
evant information to provide a basis for an accurate
assessment of the Group. Different stakeholders
are continuously monitoring our performance, for

example:

LeaderShip * Industrial customers, consumers and suppliers

in many countries.

NIBE Industrier AB Senior Executives Sustainability

In order to maintain transparency, leadership roles and responsibilities at the management and
board levels have been clearly defined. Sustainability issues are managed as an integral part of * Actors on the capital market.

operations at all levels of the company. The Group Sustainability Council provides guidance on = Around 9,000 employees on four continents.
overall activities, and specialists at NIBE's headquarters carry out site visits and audits to evalu-

" = Neighbours, schools, environmental authorities
ate the performance of all units in the Group.

and other representatives of local communities.
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Business concept

Our Business Principles a )
NIBE's management philosophy is available .

. 9 . phriosophy 1S aval " Eight success factors

in 14 languages, “Our Business Principles”.

The booklet describes our eight principles * Good profitability

that provide the impetus for continued ' High productivity

profitable growth. * Aggressive product development

These principles are the glue that holds the * Quality in everything

NIBE Group and all of its employees togeth- — focus on the customer

er. Creating an awareness of our manage-
ment philosophy is crucially important when
we recruit employees or acquire companies.
At NIBE, we believe there should never be * Firm focus on three core businesses
any doubt about the principles that under- A |0ng-term approach

pin our work and permeate the working en-
vironment that new employees are joining.

Market-oriented expansion

Committed employees

\ vy

The Group has four overall
financial targets:

Economic growth

Since it was listed on the stock market 17 years ago, the Group has completed 53 acquisi-
tions, corresponding to average acquired growth of 12% annually. In the same period, or-
ganic growth averaged 6% a year. The picture shows one of Backer Springfield's production
plants in Mexico.

Objectives

NIBE Industrier's overriding objective is to
combine strong, sustainable growth with
healthy profitability, thus creating growth in
shareholder value, providing an interesting
and stimulating workplace for employees,
and attracting satisfied customers who
value the peace of mind that NIBE offers.
In addition, NIBE's role in society as a whole
must be characterised by transparency, re-
sponsibility and a commitment to contribut-
ing to sustainable development.

10 NIBE * SUSTAINABILITY REPORT 2013



Sustainable governance

The main purpose of all leadership at NIBE is to guarantee the Group’s
commitments to all of its stakeholders — shareholders, customers, sup-
pliers, lenders, the community and employees — commitments that
are expressed in the company’s targets and strategies.

NIBE Industrier AB
Sustainability Council

Senior Executives Sustainability

NIBE's Board of Directors bears the the overall responsibility for strategies and control in
the area of sustainability.

NIBE has a Group Function in charge of sustainability led by the Chief Sustainability Officer
who reports to the CEQ. Apart from sustainability aspects, the Function is also responsible
for NIBE s Sustainable Risk Management and Crisis Management. The Sustainability Group
Function drafts proposals regarding policies and principles for governing the sustainability
efforts, in addition to drafting the objectives and action programs at the Group level. The
functions also coordinates and follows up the Group's initiatives and objectives in the en-
vironmental and social areas.

In the Sustainable Council which is led by the CEO and includes all NIBE Executives, the
approved strategies are broken down into specific targets and activities to ensure com-
pliance with the sustainability strategy. The Council also follows up on performance and
sustainability reports.

Local Boards in Group companies are responsible for managing the strategic work and
action plans in order to meet the sustainability objectives in the local companies.

NIBE * SUSTAINABILITY REPORT 2013

Development of word-class
solutions in sustainable energy

1990s

IS0 14001 and IS0 9001 implemented
at the Markaryd site.
Environmental key indicators are introduced.

Environmental section in the Annual
Report.

“Our Basic Principles” is introduced.

2000s

Improvements through systematic work.

Major sites certified according to IS0 14001
and IS0 9001.

Statement concerning business ethics.

Quality and environmental requirements are
placed on suppliers.

2010

Implementation of a Group-wide reporting
system for sustainability issues.

Sustainability Report according to GRI ap-
plication level C.

Energy efficiency projects at several units.

“Our Business Principles” and “Our Values”
are launched.

Enhanced environmental and quality require-
ments in the supply chains.

2011

Manufacturing sites must be certified accord-
ing to IS0 14001 and IS0 9001.

Audits at manufacturing sites based on crite-
ria in “Our Values”.

“Crisis Management Guidelines” is imple-
mented.

2012

Sustainability Report according to GRI ap-
plication level B.

Two-thirds of the manufacturing sites now
audited based on criteria in Our Values.
Twenty-five companies certified according to
IS0 14001.

Acquired companies are required to establish
plans for the implementation of “Our Values”,
IS0 14001 and IS0 9001.

2013

Group-wide sustainability objectives are
introduced.

All manufacturing companies are audited with
respect to “Our Values”.

“Guidance for Environmental Due Diligence
Audits”

2014

Implementation of whistleblower system.
Full adaption to GRI G4 Guidelines.
E-learning system for “Our Values".

Second round of sustainability audits at NIBE
units.
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Global drivers

The world continues to evolve at a rapid pace, making it more important than ever for the NIBE
Group to be informed and have an understanding of our global operating environment. As part of
our business and sustainability strategies, we continually analyze macro trends and regional vari-
ations to assess their impact on our Group and seek new business development opportunities.

Population growth

Today over seven billion people live on the
planet. By 2025 the United Nations' Population
Fund expects there to be eight billion people
and nine billion before 2050.

Half the world's population already lives in
cities; urbanization rates by region, however,
are not uniform. The 50 percent milestone will
be reached in Asia in 2020, but Africa will not
be urbanized at this level until about 2035.

These trends are driving an urgent and
growing need for addressing the social and
environmental challenges of congestion and
pollution, and providing sustainable energy so-
lutions for regions at different stages of devel-
opment.

Resource scarcity

As aresult of the growing global economy and world population, an increasing number of people are
now sharing the planet’s natural resources.

Energy Access to energy has become a strategic issue in many countries. The International Energy
Agency (IEA) predicts that the need for energy will increase by 40% by 2035, which will probably
entail higher costs and, in some cases, an energy shortage. As an energy consumer, this is an im-
portant issue for NIBE and we continuously work to enhance energy efficiency. New technology is
not only resource-efficient but usually also generates fewer emissions and less waste. NIBE is also
driving development in the area of renewable energy.

Water The UN predicts that two-thirds of the world's population may live in areas with water
shortages by 2025. Access to water is critical for people, industry and agriculture. NIBE production
operations are dependent on access to water and we are working to achieve our ambitious goals
for efficient water usage.

Human capital The economic progress of the world's emerging markets and increasingly know-
ledge intensive business in mature markets are resulting in an increased need for skilled labor
and management. At NIBE, we invest in the development and training of our employees and take a
strategic approach in meeting our future requirements for competent leaders.
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Improved living standards

At the same time as the world's population is growing, higher living standards due to economic growth in some parts of the world create more possibili-
ties in a lot of areas. Some of these areas are comfort solutions for hot water and heating living spaces. This creates favourable growth opportunities
with sustainable solutions.

Climate change

Climate change is one of the most critical en-
vironmental and social issues facing the world
today. Authorities are setting targets to reduce
C0, emissions as well as fluorinated green-
house gases and the private sector is expected
to play its part. NIBE combats climate change
by investing in new technology, efficiency en-
hancements and helping consumers and in-
dustry convert to a low-carbon economy and
technology with new efficient and innovative
products.

NIBE * SUSTAINABILITY REPORT 2013 13
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Stakeholders and Society

NIBES's aim is to furnish shareholders, customers, suppliers and other inter-
ested parties with relevant information to provide a basis for an accurate
assessment of the Group. Different stakeholders are continuously monitor-

ing our performance.

Customers and consumers

In 2013 around two-thirds of the Group units
reported that they were required by their cus-
tomers to comply with sustainability criteria.
There is a strong focus on risks with hazardous
chemicals and compliance with legislation such
as REACH and RoSH. A number of custom-
ers ask for environmental product declaration,
for example, IMDS in the automotive industry.
Implementation of ISO 14001 and compliance
with the customers’ Codes of Conduct are other
important areas. Approximately one-third of the
Group companies were also audited for compli-
ance or assessed in some other way during the
year.

Human rights

Under the banner of “Our Values” we focus
on strengthening our human rights and
business ethics efforts. We encourage di-
versity and disassociate ourselves from all
forms of discrimination. On the whole, 2013
was a very positive year, but there were a
couple of cases of discrimination that re-
sulted in employees having to leave.

Social commitment

Our companies play an active part in the communities where we have a presence, through
open house days, study visits, cooperation with schools and universities as well as sponsor-
ship in sport, health care and culture.

In 2013 our plants were visited by several thousand people and we had a great deal of
contact with schools and universities. We participate in development and education projects
in partnership with universities in several countries. The projects can relate to automation,
increasing the efficiency of a product or we may be able to offer opportunities for intern-
ships and degree projects. We also sponsor a number of local events.

Business ethics

Issues relating to business ethics are a natural topic in discussions with employees. Part of
the Group's Sustainability Report involves conducting a survey of how the companies work to
prevent corruption. The results indicate that:

= The guidelines on anti-corruption detailed in “Our Values” are followed both internally and
in relationships with suppliers.

= Particular attention is paid to payments and restrictions regarding gifts and hospitality.

® We adopt a zero tolerance approach to bribery but are well aware that the Group has
operations in several high-risk countries as regards corruption.

In 2013 we drew up Group-wide
guidelines for gifts and hospitality.

No incidents relating to bribery
were registered in 2013. Tackling
corruption is an area that requires
persistent effort for some consider-
able time, regardless of which coun-
try NIBE operates in now and in the
future.

We have begun introducing a
Group-wide whistleblower policy,
which includes a confidential help-
line for reporting irregularities.
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Dialogue with the stakeholders

The table provides an overview of the main interested parties, key areas and activities during 2013. More detailed information is found elsewhere in

the Sustainability Report.

Stakeholder
group

Customers and
consumers

Employees

Suppliers

Owners, creditors

and investors

Society

Authorities

NGOs

Areas

Product liability, product performance, quality, envi-
ronmental performance, safety, product declarations
and Code of Conduct.

Health and safety, resource efficiency, talent manage-
ment, compensation and benefits as well as business
ethics.

Management of environmental, health and safety is-
sues. Code of conduct. Raw material sourcing.

Risk management and resource efficiency. Business
ethics. Increased focus on the connections between
sustainability (threats and opportunities) and NIBE's
business strategy.

Community and industry involvement.

Compliance with legislation. Identification of the im-
pact of upcoming legislation.

Carbon footprint, hazardous chemicals, use of energy
and water as well as social responsibility.

Activities in 2013

Dialogue during contacts with customers and during audits
and assessments. Products supplied to end-users are evalu-
ated with regard to their potential impact on personal health
and safety throughout their entire life-cycle.

Training, information and dialogue. Work in safety committees
and task forces. Sustainability a standing item on the agendas
at Board meetings at NIBE's companies.

Increased focus on supplier audits and assessments.

Meetings with investors. Sustainability reports.
Frequent reporting to the Board.

Being a good neighbour. Participation in industry initia-
tives. Contact with schools and universities. Participation in
research projects.

Dialogue during visits and inspections by environmental,
health and safety authorities.

NIBE has not been approached by NGOs or actively taken any
contacts with NGOs.

Transparency and communication

We endeavour to be open in relationships with
our stakeholders and we pay close attention
to their views and wishes. At the Group level
we communicate with the capital markets
and media. Each company has contact with
customers, suppliers, authorities and other
segments of society that are interested in our
operations.

The Group’s Communication Policy states
that our Code of Conduct and relevant laws
and standards are to be followed. It also out-
lines how communication with various stake-
holders is to be carried out.

There were no deviations in 2013 from
laws or regulations relating to market com-
munication.
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Responsible purchasing

Based on our own Quality and Environmental Management Systems and Our Values, we
place demands on our suppliers in terms of their environmental, social and quality-related
performance. These factors form part of our supplier assessments and are followed up
through questionnaires, site inspections and sustainability audits.

During 2013 approximately 550 suppliers were assessed concerning quality aspects. Environmental, health and safety
aspects were included in around 500 of the assessments. Social aspects were covered in approximately 430 assess-

ments of suppliers.

NIBE

Supplier Manual

Requirements for our Suppliers

Supplier Manual

NIBE has provided a Supplier Manual for many years. In 2013,
the manual was updated, including a reinforcement of sustain-
ability criteria. The manual includes requirements concerning
quality, environmental health and safety and use of substances.
NIBE's “Our Values” is also included, meaning suppliers must
meet the same requirements as the Group’s own operations.

Group supply value by geographical region

0.7%

54%
Europe
l North America

| Asia/Pacific

Middle East

Procurement value by geographical region

As a globally operating Group, our corporate responsibility
has expanded to more and more encompass the entire value
chain, including our supply chain. Our risk assessments based
on the regions of origin allow us to limit our total procurement
value in high-risk countries.

18

Communication

Upstream in the value chain we
have increased the efforts to in-
form our suppliers about “Our
Values”, the quality policy and our
specific requirements. Follow-up
by questionnaires, site visits, and
formal audits is an integral part
of the process to ensure quality in
every step.

Quality guarantee

“Our Values” states that NIBE will maintain a high standard with regard
to sustainable development and this principle applies to our business
partners as well.

We impose a number of technical requirements on our suppliers to
guarantee the quality of the raw materials and components supplied.
Requirements relating to suppliers’ environmental and workplace health
and safety efforts are equally important, along with social conditions at
their production plants.

During 2013 we took further steps to identify critical suppliers, to
improve the procedures for checking incoming items and to evaluate
suppliers. In 2013 around 550 suppliers were evaluated with respect
to quality aspects. As shown in the figure, NIBE is more and more active
upstream in the supply chain. Focus lies on quality aspects, but environ-
mental and social aspects are gaining ground.

Supplier assessments

30 30 No.of companies
that perform
supplier assessments

25——————25
20 ——————(§—20
15 ——15 .
[I Quality
10 —§ —10 D Environment

| [I] Social responsibility

o MEN WETH RN WL
2010 2011 2012 2013

Number of manufacturing companies in

the NIBE Group that carry out supplier
assessments.
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Choice of direction and priorities

- a materiality analysis

Defining and communicating materiality helps us focus our efforts on aspects that deliver the value
to our business and most important to our stakeholders. The global drivers have impact to NIBE
Business opportunities and threats and are an essential part in the assessment.

In 2013 we started to worked systematically to gain an understanding of our sustainability issues
and there potential impact on our business revenue, compliance and reputation to our stakeholders.

The matrix will serve as valuable input for the process of preparing improvements on our sustainable
strategy and objectives. We will be validating our assessments though consultations with internal
and external stakeholders in the process and promote the materiality process to going forward.

=
o
>

Significance for NIBEs business strategy
[T
(=)
=
N

low

low Significance for NIBE'S stakeholders

Materiality analysis process

Defining the criteria
Listing significant business aspect areas.

Selecting the areas
Identifying environmental, social and economic areas that are or might
turn out to be relevant for NIBE and its stakeholders.
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Economic result
Customer satisfaction
Product safety
Business ethics
Health and safety
Legal requirements
Sustainable products
Attractive employer
Resource efficiency
Waste

Supply chain

Substances i hazardous
in products

Social engagement
Transports

Diversity and human rights
Climate change

Co, emissions

Biodiversity

Describing the areas in detail
Defining the risks and opportunities by area.

Analysing

Arranging the areas in relationship to each other using

the materiality matrix.
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Products
and market




Operations are pursued through three
different business areas with approxi-
mately 9,000 employees in Europe,
North America, Asia and Australia.
Each business area has its own opera-
tional management with responsibility
for profits.

Group sales by
geographical region

.
l~'ﬂlm-,

. Nordic countries
. Rest of Europe
|I] Other markets

NIBE
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Brands in the NIBE Group
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Comfort, convenience and peace of mind
- 24/7, all year round

A pleasant indoor climate is something we take for granted at home today. The old adage “my home is my cas-
tle” says it all: home is a place where the feel-good factor is paramount. Combined with energy efficiency and
the reassurance of knowing the products in your home are safe, this promotes genuine quality of life. NIBE is
always close at hand to bring comfort, convenience and peace of mind to our modern homes.

The kitchen

- the heart of the home

Many of the appliances in today's kitch-
ens, from toasters and coffee makers
to ovens and dishwashers, incorporate
components produced by NIBE.

Hot water — always on tap

You always need plenty of hot water
with children in the family. So it feels
good to be able to rely on a constant
supply from a reliable NIBE water heat-
er and heating elements.

Cosy up to a wood-burning stove

There's nothing cosier than relaxing in front of a NIBE wood stove. Our highly efficient combustion tech-
nology also saves you money and, by using heat from a renewable energy source, you're helping save the

planet too.

Welcomingly warm floors

Water-borne underfloor heating combined with heat
pumps from NIBE make floors warm enough for chil-
dren to play on and scamper around barefoot indoors
all year round.

A pleasant indoor climate

A heat pump from NIBE is easy to use no matter which
one you choose. It's an energy-efficient solution for
domestic heating that is kind to family finances while
taking good care of the environment for future genera-
tions.

Help around the home

The washing machine is in almost daily use in
many family homes and, just like the tumble
dryer and heated towel rail, it includes sev-
eral components made by NIBE.
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We heat and cool properties that present

a big challenge

Larger buildings require a bigger investment in heating equipment and indoor climate comfort. NIBE offers various
alternatives for large properties such as apartment blocks, industrial and agricultural premises, hotels, churches and
even stately homes. NIBE can offer a host of solutions for excellent indoor comfort all year round in a single large
property, or several smaller ones with a shared source of heating.

Air heats up aviation institution in Estonia

Swedish Biltema expands

Swedish hardware store Biltema is expanding sig-
nificantly in Sweden and expects to double in terms
of size and sales within the next four to five years.

The Aviation Academy trains aviation specialists in Estonia. The building’s modern architec- This level of expansion requires a careful approach
ture is reminiscent of an aircraft propeller and really catches the eye when seen from above. to costs and the environment. NIBE geothermal heat
Six air/water heat pumps heat the building using ventilation, radiators and underfloor heat- pumps to both heat and cool properties provide a
ing, while also producing hot water. With the cost recovered in about six years, this heating cost effective and eco-friendly solution. Moreover,
solution is an excellent example of how environmental adaptation and financial benefits go free cooling is becoming increasingly important for
hand in hand. owners of commercial properties.

Lithuanian spa gives energy

The guests at Grand SPA Lietuva can relax and boost their en-
ergy levels in a stunning, immaculate setting on the hillside
of the popular recreational resort of Druskininkai in southern
Lithuania. The region enjoys a mild climate, as well as excep-
tionally clean air. Geothermal heat pumps and air/water heat
pumps supply the facility with a pleasant indoor climate and hot
water without polluting the beautiful surroundings in any way.
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Green hotel in Budapest

Hotel Stécid is a four-star hotel complex connected to Budapest International
Airport. The complex has been awarded the title “Green Hotel” as it satisfies EU
environmental requirements, which include stipulations regarding heating and
cooling. Three geothermal heat pumps, which use the groundwater as a source of
heat, supply heating and cooling and also heat the tap water, as well as the hotel's
swimming pool.
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We have solutions for measuring,

control and electric heating

NIBE Element is a partner to many companies in many industries, developing and manufacturing components and
systems for measuring, control and electric heating that offer various solutions for a host of specific applications.

Reliable rail traffic

in winter

NIBE provides solutions for many
different applications within rail
transport. One example is the con-
trol cabinets that measure and
monitor the temperature along
railway tracks. Weather forecasts
are transmitted online, automati-
cally activating and regulating
electric heating elements that
keep railway switch points free of
ice, helping trains to run to sched-
ule even in the depths of winter.

Constant need for

tubular heating elements
NIBE has been manufacturing
tubular heating elements for a
number of years. Clients have a
huge variety of needs for heating
solutions for special areas, cables,
electric cabinets and surfaces that
must remain ice-free. The manu-
facturing processes for tubular
elements are constantly evolving
as new applications and new func-
tions in new sectors of industry
ratchet up the pace of develop-
ment.

Resistors with many applications

NIBE resistors are used for controlling and regulating the action of industrial robots, lifts and electric motors

across a broad spectrum of industries.

In-car comfort generates

new applications

Today virtually all types of vehicles make use
of electric heating and element technology in
many different ways. Heated wing mirrors, en-
gine pre-heaters and a warm driving seat are
no longer considered a luxury. Heated cameras
for ice-free night vision improve safety for driv-
ers of heavy goods vehicles. Warm handles
for scooter drivers are another example of in-
creased comfort. And a new application from
NIBE is heated windscreen wipers, which are
highly likely to become a standard feature on
tomorrow's cars and lorries.
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Products that help improve energy efficiency

It is natural for NIBE to play a key role in international ambitions to pursue a path of sustainable development.
Today one of the main objectives in most companies’ product development activities is to make more efficient use
of energy, not only in the products they develop, but also throughout the production process itself.

Hybrid vehicles

The market is witnessing a constant stream of new models of private cars and commercial vehicles that are able
to run on alternative fuels. NIBE is playing its part in helping to improve the energy efficiency of these hybrid
vehicles by developing new elements for pre-heating batteries and resistors that can make use of the energy

generated when braking.

Heat-pump modules for

frequency control

Heat pumps have also begun to make their
mark in industry. By utilising in-house ex-
pertise in heat-pump technology, NIBE El-
ement can now offer heat-pump modules
for use in industrial processes and com-
mercial products such as dishwashers for
professional kitchens. Heat-pump modules
improve the indoor environment while re-
ducing energy consumption. Frequency-
controlled compressors in the heat pumps
optimise energy output and reduce strain
on the local electricity grid.
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Offshore industry

NIBE has been supplying the offshore industry for many years
with products such as explosion-proof heating elements. Now,
as the oil exploration industry itself also aspires to make more
efficient use of energy, NIBE is contributing to these efforts
by developing products that improve the control of drilling
vessels and provide efficient heating systems for oil rigs.

Wind turbines

The 21st century has seen a
surge in the number of new wind
farms on land and offshore. The
technology is being constantly
developed to improve reliability
and efficiency. In many instances
NIBE Element acts as a develop-
ment partner to the industry,
supplying heating equipment
for the nacelles and hardware to
ensure a more consistent power
supply to the grid.
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Added sustainable value for the customer

The quality of our products and services is a key factor in our competitiveness
and NIBE’s Quality Policy provides guidance — in both short- and long-term
perspectives. Continual improvement is a key word and we aim at all times to
meet and, where possible, exceed our customers’ needs and expectations. NIBE
has a clearly defined policy for communicating and marketing products that
reflects the relevant applicable laws and standards as well as the Group’s Code
of Conduct.

Sustainable products

In practice, our vision “World-class solutions in sustainable energy”
means that many of our products help make more efficient use of en-
ergy and therefore reduce emissions of carbon dioxide.

We put a considerable amount of effort in our research and devel-
opment into improving existing products and developing new products
that offer environmental benefits, as this is where the potential lies
for future growth. Product development guidelines can be found in our
Quality and Environmental policies.

Additional EU directives and other legislation will continue to af-
fect the Group's products in the future. One current example is the
Ecodesign Directive, which has had a great impact on our products.
The directive imposes minimum requirements in relation to a prod-
uct's energy efficiency and aims to improve its environmental perfor-
mance throughout its entire life cycle. Legislation regarding hazard-
ous substances in products (REACH, RoSH) will also remain significant
for NIBE.

Products that offer environmental benefits

Our existing product range includes several examples of products and services with good environmental performance

\“\\’JOMAR/\’ Uplink save traveling
Ground-source/geothermal heat pumps,
air/water heat pumps and exhaust air heat
pumps from NIBE Energy Systems reduce
y dependence on carbon-based fossil energy
sources while improving the energy efficien-
cy and heating economy in properties. The
webbased service NIBE Uplink also improves

environmental performance. Property own-

),
/4

Woodburning stoves with

environmental label

NIBE Stoves markets a number of wood-
burning stoves that bear the Nordic
Swan Ecolabel. This guarantees that the
environmental performance of these
products is even better than required by
general regulations and that the prod-
ucts themselves are manufactured in an
environmentally responsible way. Ecola-
belling also requires improvements to a
product’s environmental performance
over the years. We meet these require-
ments through continual product de-
velopment that gradually improves the
energy efficiency of our stoves and
reduces their emissions to the atmos-
phere.

ers can use this service to monitor their
heat pumps remotely and adjust the indoor
temperature according to their needs.

Energy efficiency with resistors

NIBE Element's products are used in ap-
plications within renewable energy and en-
ergy efficiency. A new type of resistor is a
key component in the latest generation of
wind turbines. Other products include fre-
quency converters that control the speed
of electric motors, thus enhancing their
energy efficiency.

g
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Foil elements from NIBE facilitate rescue operations. The foil element protects the camera lens
from ice build-up, because the element helps the glass maintain a constant temperature of +14°C.
Areas of use include search and rescue, navigation, work lighting, oil spills and anti-piracy opera-

tions.

4 )

Heat pump news from ait-
deutschland in Kasendorf
and NIBE in Markaryd

A completely new generation of

air/water heat pumps within the
monobloc category based on in-
verter technology and optimised
for selected markets

A completely new generation

of air/water heat pumps within
the monobloc category as a
complement to the range of air/
water heat pumps for larger
properties

A complete generation of indoor
units adapted for air/water heat
pumps with control functions
that also enable remote control
via internet or mobile text

Upgraded control of heat pumps
that also offers smart-grid ready
functionality, which means the

Vacuum-brazing products have been supplied
to the world’s largest particle physics labo-
ratory, CERN (the European Organization for
Nuclear Research) in Switzerland.

Specialist technologies

Products for energy efficiency

For resistors, which have a broad area of use,
the trend towards more energy efficient sys-
tem solutions has opened up several new ap-
plications, as they are often integral features
of these systems. Greater use of electric mo-
tors in place of hydraulic operation also gen-
erates an increased need for resistors.

Since electric motors are high energy
consumers for many products and plants,
they will also need to be made more efficient.
Through Eltwin we are able to offer invert-
er controlled functions for electric motors,
which drastically reduces energy consump-
tion.

Customer satisfaction surveys

NIBE offers a very broad portfolio of products
and has a global market and a global base of
suppliers. This means that we need to be ac-
tive both upstream and downstream in our
value chain. Concerning quality aspects, the
outcome of customer satisfaction surveys in
2013 was mainly very positive. This included,
for example, factors such as delivery preci-
sion, claims and the overall quality of the
product. Customer satisfaction is, of course,
crucial to us and we are therefore continually
improving internal development, production
and marketing processes. We will continue to
develop quality assurance methods that sup-
port us in our drive to achieve zero errors in
our production processes.

In our units we also have access to certain specialist technologies, which can be used outside
element and resistor applications. For example, vacuum-brazing technology, which is traditionally
used in medical applications, can also be successfully applied in the production of plate heat ex-
changers, primarily for heat pumps. Foil element technology, too, is developing in new directions,

product is optimised according
to the customer’s electricity
tariffs based on an hourly rate

A number of products intended
for cross-selling, which expands
the product offering under each
brand based on the Group’s
available product range

A completely new generation
of ground-source/geothermal
heat pumps based on inverter
technology.

An upgraded generation of
ground-source/geothermal
products with optimised
performance

\. y
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including use in a variety of aerials and antennae.

The new highly effective
ECT inverter from Eltwin
can generate energy
savings of up to 80% com-
pared with traditional
frequency converters to
control motors.

29



30

Sustainable solutions from NIBE
NIBE Elements’ innovative development of products offers sus-
tainable solutions to customers, for example:
Heat pump modules designed for recovering waste heat in
commercial equipment.

—

Thick film elements for heaters that are integrated into sys-
tems for vehicle emissions control.

Resistors to ensure a consistent power supply from wind tur-
bines and resistors for hybrid vehicles. Resistors for frequen-
cy converters to reduce electricity consumption.

Electronic control for domestic boilers to reduce electricity
consumption. Complete control of heating for railway points,
which drastically reduces energy consumption.

Electronic control of electric motors. Components and solu-
| iy tions for more efficient heat pumps.

NIBE Element supplies a number of products for electric and hybrid vehicles.

Low emissions

All combustion involves emissions to a greater or lesser extent, which impacts on
the environment and human health. NIBE Stoves has a long-standing tradition of
product development and invests heavily in improving combustion technology in
the products to optimise efficiency and minimise their environmental impact. De-
mand for our products will increase in future, which will require even greater ef-
ficiency and lower emissions. However, the demand for large glass surfaces makes
it difficult to maintain good combustion while keeping the glass free from soot.
This is a challenge for us and something that we focus on during the development
process. Our vision of the “future stove” is a nicely designed stove for bio-based

fuel with very low emissions of particulates to the atmosphere. NIBE Ele(ner]t can now offer heat-pump modulles
for use in industrial processes and commercial

products such as dishwashers for professional
kitchens.

Ecodesign is on our agenda

Environmental improvements were made to several

of our products in 2013, for example:
Newly developed heat pumps that use propane
as a refrigerant instead of substances that con-
tribute to ozone depletion and that impact the
climate (HCFC).

Newly developed products that are used in clean
technology, such as heating elements in new
technology (pyrolysis) for recycling rubber tyres.

Increased use of recycled material in products,
reduced energy consumption, improved insula-
tion, phasing out of certain hazardous chemicals,
and products that are easy to dismantle and re-
cycle.

Danish Lotus has a wide range of both free-standing stoves and
inserts. The Prio series is a traditional wood stove and in 2013 a new
version was launched, featuring a sandstone surround.
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At the beginning of the year, NIBE acquired 60% of the Stovax Heating Group. The product range comprises both classic English free-standing stoves

and large, modern inserts, as shown above. The company also has a broad range of stoves and inserts for gas and electric stoves used mainly for
decorative purposes, which has added new product categories to the NIBE Stoves business area.

Product stewardship

Product stewardship is paramount to us and our products are delivered
with the relevant information about product functionality, servicing and
safety, and also in some cases with a declaration of contents and details
relating to disposal at the end of the product’s useful life. Where appro-
priate, we offer training for installation engineers to ensure maximum
safety when installing and using our products. In 2013 no breaches of
product information regulations were identified.

Type approved

We only sell products that are
type-approved for their respective
market. There were no reports in
2013 of incidents where NIBE
companies failed to comply with
good practice or contravened any
rules in this area.
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Safe products

The right quality in our products and services is a key factor in
our competitiveness and a strong reason for choosing NIBE.
To achieve this, the Group’s Quality Policy is a key feature
throughout all parts of the business. Qpinion surveys con-
ducted in 2013 revealed that customers have a positive image
of product quality and functionality.

Products supplied to end-users are evaluated with regard
to their potential impact on personal health and safety. The
evaluation is carried out with the aim of making improvements
throughout the entire life cycle of a product, including prod-
uct development, manufacturing and type-approval process-
es, and recycling.

All products supplied to end-users are evaluated with re-
gard to their potential impact on personal health and safety
throughout their entire life cycle, from product development
to manufacturing and type-approval processes, operational
use and, ultimately, recycling. While this work significantly re-
duces the safety risks linked to our products, we have had rea-
son to address a number of such issues during the year, which
has resulted in several new safety initiatives and precaution-
ary measures. No breaches of product information regulations
were reported by NIBE units in 2013.
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Heat pumps help save energy in society

The International Energy Agency (IEA) has identified heat pumps as a key technical
advance in reducing the risk of extensive climate change. According to statistics from
the Swedish Environmental Protection Agency, the shift in methods used to heat
homes in Sweden has contributed to a 75% reduction in emissions of greenhouse

gases related to energy consumption in Swedish buildings.

Annual energy saving

There are over one million heat pumps in
use in Sweden today. Heat pumps are in-
stalled in more than one in two homes. The
annual energy saving in these heat pumps
amounted to 12 TWh in 2013. This calcula-
tion is based on the number of heat pumps
of each type used in Sweden in 2013.

In 2013 Swedish heat pumps
contributed to an energy saving of

12 TWh

Boosting renewable energy

In 2013 the Swedish heat pumps supplied
almost 11 TWh of renewable energy. That
is 20% more than all the energy produced
by wind power in 2013 (9.9 TWh). The in-
creased use of heat pumps is boosting con-
sumption of renewable energy by almost 1
TWh a year.

In 2013, Swedish heat pumps
supplied renewable energy totalling

11 TWh

Nuclear electricity production

The energy saving achieved by heat pumps
in Sweden exceeded Oskarshamn nuclear
power plant's entire production for 2013,
which amounted to 11.7 TWh. The energy
saving contributed by heat pumps in Swe-
den in 2013 corresponds to 9% of the
country's total electricity consumption.

In 2013 Oskarshamn nuclear power
station produced approximately

12 TWh

Reducing heating costs

In 2013, households’ and companies’
heat pumps helped reduce heating costs
by about SEK 19 billion. The calculation
is based on SCB's statistics on electricity
prices for homes with electric heating (161
dre/kWh).

Heating costs
decreased in 2013 by around

SEK 19 billion

The above calculations are based on statistics provided by the Swedish Energy Agency,
Swedish Environmental Protection Agency, Swedish Heat Pump Association and Statistics

Sweden, along with our own estimates.

H

* Enough to run all Sweden’s trains,

ow much is 1 TWh?
Domestic electricity to supply
roughly 200,000 homes for one
year

underground trains and trams for
five months
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Product development

To meet the international market’s
expectations in terms of energy effi-
cient, environmentally sound and
cost-effective turnkey solutions for
heating and indoor comfort, we are
continually recruiting highly trained
engineers with specialist expertise
within our priority business areas.
We also have our own inhouse
trainee programme.

Product development process

The development of new market-adapted and
competitive products is a highly significant
success factor for our business.

To meet the international market's expec-
tations in terms of energy efficient, environ-
mentally sound and cost-effective turnkey so-
lutions for heating and indoor comfort, we are
continually recruiting highly trained engineers
with specialist expertise within our priority
business areas.

International exchanges and partnerships
between our various R&D businesses also has
an increasing impact on the development of
new products.

Despite the economic downturn of the past
few years we have continued to expand our
R&D resources and have further consolidated
our reputation for technically competitive so-
lutions in Europe.

We have also invested in a completely new
laboratory at ait-deutschland in Kasendorf,
which will be officially opened in spring 2014.

Work is also underway in our R&D units to
integrate cutting-edge European heat-pump
technology with North America’s traditional
use of ducts to distribute both heating and
cooling.

Continual improvement process
Continual improvements are also essential to
achieve the goals we have set for ourselves
to integrate of innovative solutions into high-
quality, eco-friendly, easy-to-use products with
an appealing design.

Market requirements vary and the ambition
is to meet different preferences with a basic
concept that nevertheless offers the potential
for market adaptations. Our two specialist R&D
centres for heat pumps in Sweden and Germany
respectively are widely regarded as world-class.

The development process can be divided into four key stages:
= Identification of market needs

= Project implementation

= Market launch

= Follow-up

In each stage there are a number of sustainability aspects that must be identified and as-
sessed.

Product development will be characterised by:

= Improved efficiency and reduced energy consumption

= Maximised use of renewable energy

= Improved control options (remote communication/control)

= Convertibility (heating in winter/cooling in summer)

* Recyclability/environmental adaptation

= Continual improvements in design

= Better all-round economy

tion of air/water heat pumps
within the monobloc category
as a complement to the range
of air /water heat pumps for
larger properties. The unique
feature of these products is
the use of propane as a refri-
gerant, which is eco-friendly
and has a low GWP, Global
Watt Potential.

A complewtely new genera- E
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A heatpump’s life cycle
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Sooner or later a heat pump needs replacing

When that happens, it is important to dispose of the product in an ef-
ficient and environmentally responsible way. With the help of Stena Recy-
cling AB we conducted dismantling tests on a selection of our new prod-
ucts in order to assess their recyclability.

In the first stage of the test the heat pump is dismantled manual-
ly and the refrigerant and oils are dealt with. The product is then fed
through a fragmentation plant and the various fractions obtained are
separated using a variety of techniques. Metals and other materials re-
covered can then be recycled as industrial raw materials.
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The test results showed a very high level of recyclability for our heat
pump components. More than 99% of the materials could be reused in
one form or another.

There is more interest from stakeholders in different environmental
performance analyses. We have started to work with evaluate different
tools for presenting LCH footprints to meet future requests and demands.
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