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Regulatory status of products

This document presents Elekta’s product portfolio. Cer-
tain products or functionality described may be works in
progress and/or pending regulatory approval for certain
markets.

Forward looking statements

This report includes forward-looking statements includ-
ing, but not limited to, statements relating to opera-
tional and financial performance, market conditions,
and other similar matters. These forward-looking state-
ments are based on current expectations about future
events. Although the expectations described in these
statements are assumed to be reasonable, there is no
guarantee that such forward-looking statements will
materialize or are accurate. Because these statements
involve assumptions and estimates that are subject to
risks and uncertainties, results could differ materially
from those set out in the statement. Certain of these
risks and uncertainties are described further in the
section Risks on pages 66-67. Elekta undertakes no
obligation to publicly update or revise any forward-
looking statements, whether as a result of new informa-
tion, future events or otherwise, except as required by
law or stock exchange regulation.

At the cover
Versa HD™ linear accelerator and Leksell® Vantage™

Stereotactic System. Vantage is Elekta’s latest system for
very precise neurosurgery.

Elekta
Unity

Two worlds, _—
onefuture____— —
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Focus where it matters.

Helping clinicians
improve patients’

lives

This is Elekta

Elekta is proud to be the leading innovator of equipment and
software used to improve, prolong and save the lives of people
with cancer and brain disorders. Our advanced, effective solutions
are created in collaboration with customers, and more than 6,000
hospitals worldwide rely on Elekta technology.

Our treatment solutions and oncology informatics portfolios are
designed to enhance the delivery of radiation therapy, radiosurgery
and brachytherapy, and to drive cost efficiency in clinical workflows.
Elekta employs 3,600 people around the world. Headquartered in
Stockholm, Sweden, Elekta is listed on NASDAQ Stockholm.

www.elekta.com

Our values

WE WORK AS
ONE TEAM

WE DO WHAT

WE SAY

WE KEEP
THINKING
FORWARD

We work collaboratively and inclusively together.
Only then can we truly focus on getting things done
for our customers

We act with accountability and integrity, taking
personal and collective responsibility to make the
right things happen

We believe things can always be more efficient and
effective: our innovative spirit and resourcefulness
keep us ahead of the game




Josh Perry rides with
confidence into the future

As a professional BMX
rider, Josh Perry is used
to picking himself up
after spills and crashes.
Why should the diagnosis
and treatment of a brain
tumor be any different?

When Josh was 21 years old, he had

a benign, meningioma brain tumor
removed through an open craniotomy,

an invasive surgical procedure. Two years
later, doctors discovered two new tumors
at the original cancer site.

“They were dangerously close to my main
artery, so surgery would have been too
risky,” he explains. “l made it my new
goal to find another way and learned

about a form of radiotherapy called
stereotactic radiosurgery.”

Josh was treated using Leksell Gamma
Knife® Perfexion™. He says it was like

an MRI, but shorter. “l went in and out

of the tunnel (collimator helmet) three
times for different lengths of time. It was
a bit weird when they fastened a “gnarly
frame” (Leksell Stereotactic System®) on
my head, but that’s all.”

Josh was back on his bike a week after
treatment and last year he placed 10th

in the UCI BMX Freestyle World Cup Series.
He adds: “If | had been diagnosed with
this condition 20 years ago | probably
would not be alive today.”
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Focus on sustainability

Sustainable business
development

Our company’s most important aim and
contribution to society is to help cancer clinics
improve the lives of as many patients as possible.
To achieve this goal, collaboration with strategic
partners, employee commitment and corporate
responsibility are crucial. During the year,

Elekta has identified and is driving activities
within four focus areas for sustainable business
development.

Read more on pages 36-42

Our focus areas in sustainability

Fight
cancer

and preventing
corruption

Human
rights

and
diversity

and environmental
focus




Elekta in brief

Elekta - leading the future of radiation therapy

e Leading innovator within radiation therapy e Almost 1.5 million patients are treated with
with some 40-percent global market share Elekta’s systems each year

e Elekta's products are sold in more than e Market leader in Asia and Europe

W0 counmies « Net sales of SEK 10,704 M
e Installed base of 3,900 treatment systems e The Elekta share is listed on NASDAQ
e 3,600 employees Stockholm since 1994

2016/17 in figures

KEY FIGURES NET SALES, BY REGION

2016/17 2015/16 Change, %
Gross order intake, SEK M 14,064 13,821 2%

@ North and South
Net sales, SEKM 10,704 11,221 -5% America 39%
Gross margin 41% 41% - Europe, Middle East
d Afri 2%
Adjusted EBITAY, SEK M 1,661 1,639 1% and Africa 52%
X . Asia Pacific 29%
Adjusted EBITA-margin!), % 16% 15% 7%
Operating result, SEK M 598 423 41%
Operating margin, % 6% 4% 50%
Net income, SEK M 126 145 -13%
Equity/assets ratio, % 32% 33% -3%  NET SALES, BY PRODUCT TYPE
Net debt/equity ratio, times 0.28 0.42 -33%
Capital employed, SEKM 12,046 11,360 6%
The share:
@ Solutions 58%
Earnings per share before dilution, SEK 0.33 0.36 -8%
Service 42%

Earnings per share after dilution, SEK 0.33 0.36 -8%
Dividend, SEK 1.002 0,50 100%

1) Adjusted for items affecting comparability and bad debt losses. Items affecting comparability amounted to SEK -518 M (-598)
Bad debt losses amounted to SEK -46 M (-149)
2) Proposed dividend

Elekta’s development

1985 2003 2005 2006 2008

First digitally Neuromag IMPAC Medical Beijing Medical CMS
controlled linac Systems Equipment
Medical Intelligence Institute (80%)

1972

Elekta
founded

VMAT-Vol tri
2 OO7 Modu\otZdu;nri "

1997

Image guided

Philips radiation therap Integrated oncology Leksell Gamma oL

iati Y - £ ® ion™ ine Th
@ = Strategic acquisition Radiation ~Elekta Synergy® software solutions nife Perfexion ey
@ = Innovation Therapy Division
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Events during the year

Elekta in brief

Elekta Unity was successfully presented
at ESTRO in Vienna in May 2017, and shortly
after that the first patients were treated on
the new system during a clinical study.

One of Sweden'’s leading university hospital,
New Karolinska Solna, signed a 13-year
partnership agreement with Elekta
within advanced radiation therapy, with
focus on innovation and shared research
and education.

Historical figures

Richard Hausmann assumed the role as
Elekta’s President and CEO. Richard has
over 30 years of experience from the medi-
cal technology industry.

Gustaf Salford was appointed Executive
Vice President and CFO effective July 1, 2017.

The world’s most advanced and sophisti-
cated system for radiosurgery treatments
of brain tumors, vascular malformations
and functional disorders, Elekta’s Leksell

Gamma Knife® Icon™ received approval
for clinical use from Japanese and US regu-
latory bodies.

A 51-year-old woman in Germany was the
first person in the world to be treated with
Venezia™, Elekta’s new brachytherapy
applicator.

Elekta launched Monaco® version 5.11. The
new release provides significant performance
and speed enhancements over prior versions.

NET SALES ADJUSTED EBITA AND EBITA-MARGINY ORDER INTAKE? AND ORDER BACKLOG
SEKM SEKM % SEKM

15,000 2,500 25 25,000

12,000 2,000 20 20,000

9,000 1,500 15 15,000

6,000 1,000 10 10,000

3,000 500 5 5,000

0 0

09710 10/11 11/12 12/13 13/14 14/15 15/16 16/17

Elekta’s market share 2016/17

09/10 10/11 11712 12/13 13/14 14/15 15/16 16/17
B Adjusted EBITA = Adjusted EBITA-margin

1) Before items affecting comparability and bad debts

112 1213 13/14  14/15  15/16
B Gross order intake

16/17
Net order intake
B Order backlog

2) Gross order intake data 16/17, 15/16 and 14/15.
For 11/12,12/13 and 13/14 net order intake

TOTAL ORDERS, LINEAR ACCELERATORS

ORDERS TO NEW CLINICS AND EXPANSION IN
EXISTING CLINICS, LINEAR ACCELERATORS

@ Elekta 39%
® Varian 50%
Other 11%

@ Elekta 48%
® Varian 39%
Other 13%

900

Installed base of approximately
3,900 treatment systems

2010

Resonant
Medical

2011

Nucletron

2012

Radon

2013

Esteya® - Electronic
brachytherapy for
skin cancer

2014

Distributor in
Turkey (Mesi
Medikal)

2015

Distributor in Poland
(RTA) and in Mexico
(AEESA)

2016

Venezia® - Advanced gynecological
applicator and Leksell® Vantage™

Stereotactic System

$ >
Information-guided Leksell Gamma 2 O 17
Agility™ Versa HD™ cancer care™ Knife® lcon™ Elekta Unity
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cash flow improvement

CEO statement

With innovation and better
processes towards profitable growth

This year has been characterized by transformation and change. Both are positive and
important, and they have resulted in considerably stronger cash flow, lower working capital,
significant shorter lead times in our supply chain, and substantial cost savings. At the same
time, we have moved forward in product development and we are able to offer our customers
a product portfolio that is stronger and more attractive than ever before. Helping our custo-
mers to improve patients’ lives is and will remain our primary purpose.

| see the year ahead as a turning point at which we will
return to growth and achieve the margin target of an
adjusted EBITA of at least 20 percent. With our current
strong product portfolio and the introduction of Elekta
Unity - the new frontier in radiation therapy - our founda-
tion is set for long-term profitable growth.

Constantly pushing boundaries forward in what can be
achieved within modern cancer care is only possible through
the work that our dedicated teams around the world per-
form every day. The competence, drive and dedication of
our Elekta team are among the factors that have impressed
me the most during my first year at Elekta. The progress and
the innovation that we generate together is the foundation
of future growth, and for that | want to thank all Elekta
employees for their considerable efforts during the year.

SEK :I_ bn

Cancer is growing

Close to 15 million new cancer cases
will occur throughout the world this
year. The unrecorded figure is higher
since a far too large portion of the
world’s population unfortunately only

during the year has limited or no access to diagnosis

or care today. The number of cancer cases is steadily raising,
mainly driven by the fact that the population is growing and
since we are living longer. Health care systems around the
world have a challenge in how high quality cancer care can
be offered to a growing group of cancer patients. We have
accepted the challenge and constantly offer new, high
quality solutions, aimed at making treatments more precise
and better, and at the same time improve workflow and
outcomes to enable the treatment of a larger group of
patients in various regions of the world.

Strengthened our leading product portfolio

We delivered the most important news within the industry
when Elekta Unity was presented at ESTRO in Vienna in May
2017. Unity is the only solution that integrates the superior
diagnosis quality of a high-field MRI system with an
advanced system for radiation therapy at the same time in
an adaptive way. This is revolutionary and | am convinced
that it will fundamentally change how radiation therapy is
appliedin the future. The first patients have been treated
as part of a clinical study and the precision exceeded the
expectations. We already have more than 15 customers for
Unity and anticipate having 75 orders by the end of 2019.

Elekta Annual Report 2016/17



The interest in Unity is significant and confirms our bet on
this idea and our position as the leader in innovation. It gen-
erates substantial business opportunities from its sought
after characteristics. At the same time is our remaining
product portfolio stronger than ever before. For instance,
we strengthened our offering during the year through the
significantly faster treatment planning system Monaco® 5.11,
Leksell Vantage™, the new standard for neurosurgery and
Elekta Venezia™, which is a groundbreaking applicator for
gynecological brachytherapy.

Our beliefs in future product development are three
pronged; we believe image guidance is instrumental to fur-
ther enhance precision in treatment, that hospital workflow
tools like our MOSAIQ® and add-ons to that are necessary to
increase clinic efficiency and that intelligent automation is
key in strengthening decision support and analytics capabil-
ities. This is where we will see the most significant innova-
tions in the years to come and, now that Elekta Unity is
transitioning from the development to the commercializa-
tion phase, our focus for development is being redirected
towards what we call Elekta Digital. This is a major software
undertaking, in which we are creating an integrated plat-
form that also enables applications using big data and arti-

Elekta Annual Report 2016/17

CEO statement

“AtElekta we do
what we say and
we focus our
efforts where
1t matters”

ficial intelligence. We are determined to make cancer care
not only better but also more cost-effective through more
intelligent, faster and more automated workflows never
seen before.

Itis through innovation that we drive cancer care for-
ward, create value for our customers, strengthen our
market position and generate value for our shareholders.

Transformation

program completed

We are ready for future growth. The year's transformation
activities have laid the foundation we need. We have short-
ened our lead times from production to installation consid-
erably through a transformational change in our supply
chain and have significantly reduced the backlog of shipped
and not installed systems. This has reduced accrued income,
freed up working capital, created a more even cash flow and
increased the efficiency of our internal processes, which
gives us the base for achieving long-term profitable growth.
But it had a temporary negative impact on sales and profit-
ability during the year. We have reduced our cost structure
by SEK 540 M and will achieve the full savings effect of
SEK'700 M during the current fiscal year.



CEO statement

The transformation has led to cash flow increasing to over

a billion kronor. This will benefit our shareholders, with a pro-
posal to double the dividend. | am very satisfied with the sig-
nificant change we have made although some work still
needs to be done in the current fiscal year.

During the year we have strengthened our market
positions in many geographies, for example, Europe, China,
India and Latin America, but at the same time, | see two
important geographic areas of Elekta where | am not satis-
fied with the development. We have thus increased the pace
of our activities to achieve the full potential in our opera-
tions in the US and in Japan.

Profitable growth ahead

The past year was a turning point for Elekta and I'look for-
ward to the continuation of the year that has started. We
have pushed boundaries forward regarding our internal effi-
ciency and in our product offering, at the same time as we
are on track with the commercialization of Elekta Unity,
which is an enormous milestone in the company’s history
and for radiation therapy as a whole.

During 2017/18, we will realize the final effects of the
transformation program and achieve an adjusted EBITA
margin of at least 20 percent. During the last year, | have
reinforced parts of my executive management team and
I' will continue to ensure the development of the leadership

in our organization. | greatly believe in the right leadership
by developing internal candidates as well as strengthen the
team by external hires to secure a high performance culture
within Elekta.

We will continue our work to ensure that more people gain
access to cancer care by relentlessly further developing our
solutions and contributing to improved care and higher
capacity. We do this best in close collaboration with our cus-
tomers, and | want to say a special thank you to all of the phy-
sicians and clinics that help us to improve our solutions, create
new ones together with us and drive the fight against cancer
and improve and save lives of patients around the world.

Richard Hausmann
President and CEO

Elekta Annual Report 2016/17
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External drivers

Technological advances have enabled more efficient forms of treatment, including
diagnosis and follow-up. Today, more people survive cancer and the next-generation
technology will offer even better and gentler treatments at the same time as more
types of cancer will be treatable. The increased survival rate also means that more
patients will need to repeat treatments during their lifetime.

New technology expands the use of radiation therapy

Image guidance in radiation therapy is used to visualize the
tumor, analyze and adjust for tumor movements and adjust
the treatment according to its shape and volume. The most
sophisticated imaging system available is high-field MR,
which can visualize soft tissue with high-resolution. Using
advanced image guidance applications, the accuracy of
treatments can improve, and the scope for radiation ther-
apy increases accordingly.

Image guidance \

Workflow

Workflows in radiation therapy are continuously improving,

resulting in better integration and optimization with treat- Automation

ment systems. This enables higher efficiency and quality of Greater volumes of data can be registered and collected by
care. With advanced software systems, other areas of the software systems. Using advanced software, the data can

cancer management ecosystem can be integrated with radi- be used for decision support to increase the automation of
ation therapy and enable improved workflow and efficiency. treatments, resulting in improved clinical workflows.

Elekta Annual Report 2016/17




External drivers

Growing demand for efficient cancer treatment

New cancer cases are increasing

Radiation therapy as a form of treatment has doubled
during the past decade, and several factors suggest that
the use of radiation therapy will continue to rise significantly.
According to the Lancet Oncology Commission, the number
of cancer cases worldwide is expected to increase by
approximately 25 million by 2035, corresponding to an
annual increase of three to four percent. This increase is pri-
marily a result of the aging population and a rise in risk fac-
tors, such as environmental pollution, obesity and smoking.

More people are diagnosed and effec-

tively treated, which results in an increase
in the number of patients who survive
cancer. This in turn increases the number
o of re-treatments later in life. More people
million is the . . .
A are today living with cancer as a chronic
expected Increase
inthe number of disease, which steadily increases the need
cancer cases by 2035 for long-term care.
Growth in SRS and SBRT
Precise and efficient treatments, for instance SRS and SBRT
technologies are growing. This require upgrades of the cur-

rent installed base of treatment solutions and has also the
potential to increase the throughput in the clinics.

Shortage of radiation therapy systems
A shortage of capacity is particu-
larly apparent in low and middle-
income countries, where only

10 percent of the population has
access to radiation therapy. Most
of today’s installed base of linear
accelerators, which is slightly
above 13,000 systems, are in
high-income countries.

=
<fog

Demand for increased efficiency in health care
The challenge for national health care authorities is to
ensure efficient and high-quality cancer care at a reason-

Oble cost. {Od ation the Opy IS

the most cost-effective treat-

ment option, but it only
accounts for seven percent of

the total care costs for cancer. of cancer patients would
Of global cancer patients benefit from radiation therapy

tOdCIy, about 25 percent are Source: Lancet Oncology Commission

Elekta Annual Report 2016/17

treated using radiation therapy, although research suggests
that the treatment would be beneficial for more than
50 percent of all cancer patients.

Shortage of trained
personnel

Radiation therapy must be
planned and performed by
specialist nurses, physicians
and radiation physicists.
There is currently a short-
age of trained and qualified

personnel in many parts of
the world. This shortage hinders the expansion of this form
of treatment, and is also driving demand for automation
through advanced software. Lancet Oncology estimates
that another 215,000 specialists will be needed by 2035.

Changes to public reimbursement

models driving efficiency

Various reimbursement models are being discussed and
tested to achieve cost-effective cancer care that can be
accommodated within the framework of approved care fund-
ing. Regardless of the model, health care authorities need a
solution that is efficient, automated and intelligently linked.

Patient driven demands

With the increase in prosperity and access to information,
patients are becoming more knowledgeable and subse-
quently also demand the best treatments based on the
latest technology. Particularly in high-income markets,
the modern information society means, for example, that
a clinic’'s equipment, treatments and patient reception is
assessed in officially available rankings and evaluations.

Radiation therapy
- a versatile form of treatment

The most common forms of cancer treatment are radia-

tion therapy, surgery and drugs. The methods are used sepa-
rately, but often complement each other and are used in com-
bination. Because of its high level of efficiency in terms of cost
and treatment, radiation therapy has a significant potential
for more widespread use, both for basic and more complicated
treatments.

1
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External drivers — addressing the unmet need, a deepdive

The world needs twice
as many radiation
therapy systems

Access to radiation therapy and the prerequisites for
investing in the expansion of cancer care varies considerably
between regions, as well as local markets. In low-income
countries, less than 10 percent of the population has access
to radiation therapy, despite research that confirms that
about half of all cancer patients would benefit from this
treatment method.

According to The Lancet Oncology Commission,
increased access to radiation therapy would save the lives
of millions of patients, while substantially reducing the
global cost for cancer, which was USD 2 trillion in 2010. Full-
scale availability of radiation therapy in the world’s low and
middle-income countries by 2035 could, according to The
Lancet’s estimates, be met with a budget of USD 97 billion.
The economic benefits of such a venture are estimated at
USD 278-365 billion.

ESTIMATED NUMBER OF RADIOTHERAPY TREATMENTS
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National Gross Income (NGI) per capita USD, 2015 Source: Lancet Oncology
2015;16:1153-86

National Gross income
B High

Fractions per year

O = more than 8 million
Upper middle

O =2to 6 million Lower middle
O =Under 100,000 Low

Each circle represents an individual country. The diameter of the circle shows the
annual number of radiation therapy treatments conducted in the country, in relation
to NGI. 8-hour working days were used in all estimates.

National Gross Income (NGl)
per capita USD, 2014

B High (12,736 USD or more)
Upper middle (4,125-12,736 USD)
Lower middle (1,125-4,125 USD)
Low (1,125 USD or lower)

@ Expenditure on health
per person, 2014, USD
® NGl growth, 2015

Source: The World Bank

. 9,403 USD
North America NGI +1.5%
A mature market with a
focus on new technology and
new applications and replace-

ment investments

e The USis the world's largest mar-
ket for radiation therapy and it
has the largest installed base

e Predominantly private care
providers

e The market is driven by
replacement investments:
renewing installed systems
with new machines with bet-
ter functionality

@ 362 USD

e Around 60 percent of cancer @ NG| +1.8%
8%

patients are treated with radi-
ation therapy South

o The world’s highest health care America

costs per person Low capacity and a great need

e Increasing efficiency require- 0 expand cancer care

ments creates a demand for
more integrated and compre-
hensive solutions

e Growing need for efficient
and high-quality cancer care

e Rapidly aging population

e Ongoing consolidation in the
hospital market leads to inde-
pendent clinics merging with
hospitals and health care
networks

e Challenging macroeconomic
conditions in many countries

e A combination of private and
public care providers

Increased life POPULATION 2013,

expectancy BILLIONS
Most of the world’s population today

lives in low- and middle-income coun-

tries, which are also the countries - e
where the average life expectancy, 't L

and the number of people that are
over 60, is increasing fastest.

As most of the cancer clinics and
linear accelerators are currently in
high-income countries, thereisa
significant need to increase the
installed base.

According to estimates, only 10
percent of the population in low- and
middle-income countries currently
has access to radiation therapy.

¥8°0

Source: UN,ST/ESA/SER.A/390
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@ 5,411USD
® NGI+0.8%

893 USD
NGI -3.3%

@ 3,073USD

o
U @ NGI+1.6%

NGI +4.6%

® NG| +6.7% ! P4

Pt

@ 19USD
@ NG| +4.6%

6,031USD
NGI +1.5%

@ 570 USD
® NGl -0.2%

Western Europe Eastern Europe, Middle East, and Africa

Market with a focus on replacement invest-
ments and with a growing private sector

Generally, less developed resources for cancer care
even if many countries have programs for expansion

. . . and modernization
e Particular interest in new technology

and inimproving health care through
research and development

o Turkey: Emerging market mainly driven by private
investments

e A public market to a great extent,
with a growing private sector

o Russia: Widespread need for increased capacity, but
with weak economic conditions delays investments
e Increased average life expectancy,
driving need for greater capacity

o Africa: Very small percentage of the population has
access to radiation therapy or other advanced can-

o Modernization of installed base cer care. Substantial long-term potential

Asia Pacific

The region is home to 60 per-
cent of the global popula-
tion, but less than 30 percent
of the world's linear accelera-
tors. Increased life expectancy,
greater economic prosperity
and more effective diagnos-
tic services are driving long-
term health care demandin
the region

e China: Elekta’s second
largest market after the US.
Growth in both public and pri-
vate sectors. Focus is primar-
ily on capacity expansion, but
in the next few years, replace-
ment investments are also
expected to increase

e Japan: Mature market with
afocus on replacement
investments. In the long term,
good potential for increased
use of radiation therapy as
only 25-30 percent of can-
cer patients receive radiation
therapy

o Australia, Hong Kong,
Singapore, South Korea
and Taiwan: well-established
health care systems with high
capacity for cancer care

o India: the majority of peo-
ple lack adequate health
care. Radiation therapy and
other types of specialized
health care are mainly offered
in the private sector. Public
investments are expected to
increase in the long term

AGE 60+,
EXPECTED AMOUNT, 100 MILLIONS

NO. OF RADIOTHERAPY
DEPARTMENTS, 2013

TOTAL NUMBER OF INSTALLED
LINEAR ACCELERATORS, 2013

+150%

¥10°L

Compared to 2015
$ +190%
Compared to 2015
w
0
»
N
(%]
N
o X =
ol o 2 »
S ©
Source: UN,ST/ Source: Lancet Oncology 2015;16:1153-86
2015 2030 2050

ESA/SER.A/390
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Strategy

16

Focus where it matters

Elekta’s strategy drives the business-critical areas of our operations. By focusing on
what is truly essential, we combine long-term thinking with agility and a high degree
of flexibility. Flexibility allows us to capitalize on opportunities and effectively address

challenges in the market.

Act as an

innovation
leader

Our focus areas

We work to improve the treatment of
cancer, striving both to improve existing
treatments, and to develop systems to
treat types of cancer that were not previ-
ously treatable. This can be achieved with
new technology and advanced software
systems. We also develop our systems to
make them more effective. Elekta’s inno-
vative solutions and services mean that
more patients around the world can
receive the treatment they need. We
develop highly versatile, precise and
advanced solutions for cancer care of the
future. By continuously developing our
portfolio, we help our customers meet an
increasing demand for efficiency, both in
terms of improved patient outcomes and
financial efficiency.

Elevate the

customer
experience

Key areas

Our innovation efforts are essential in order for us to fulfil our purpose - to help

clinicians improve patients’ lives — and be commercially successful. Elekta’s

success is founded on our ability to utilize innovative solutions to continuously

improve the treatment of cancer and neurological conditions. Elekta will con-

tinue to prioritize and invest in the development of advanced products and

services that improve health care.

Elekta Unity is the largest and most
groundbreaking development proj-

ect in the history of the company. Unity
is a clear example of how we transform
innovation leadership into highly effi-
cient treatment solutions. We have cre-
ated a completely new treatment plat-
form, which combines treatment and

We help clinics and hospitals to
improve and enhance the efficiency
of their cancer treatments. Positive,
long-term relationships are vital for
the success of Elekta and our
customers.

We are focusing on four main areas to further strengthen our customer relation-
ships. We guarantee that our customers receive: a uniform experience, reliable
deliveries and reception, consistent behavior, and genuine commitment.

(iElekio

high-quality MR imaging in real time. We
see potential for improvement of current
treatments, as well as manage types of
cancer that were not previously treat-
able. Elekta estimates that a total of 75
systems will be ordered worldwide before
the end of 2019. Read more about Elekta
Unity on pages 30-31.

"

&)

The experience of our customers is a part
of Elekta’s entire value chain, from our
internal product development, supplier
inspections and control, commercializa-
tion and testing of treatment systems in
a clinical environment, to sales and day-
to-day service and support.
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Sustain a

competitive
cost-base

Continuously

improve our
processes

Elekta’s culture is characterized by continuously improv-
ing in order to enhance the efficiency of our internal
processes.

What we do

Elekta’s focus on effective internal processes consists of
both plans for prioritized activities and close ties to the
corporate culture. Through regular, gradual improve-
ments in individual processes and mechanisms in our
business, employees are encouraged to think about how
we can work in new ways. This creates the prerequisites
for strong and long-term value development with a high
degree of cost awareness.

Elekta Annual Report 2016/17

Strategy

Reducing the company’s cost structure is not an isolated
occurrence. While Elekta has completed a major transfor-
mation program, a sustainable cost base for the business
as a whole is being ensured for the long term. This is a stra-
tegic priority that entails continuous measures to stream-
line operations and reduce costs in our daily work.

“Continuous improvements
and cost efficiency are a key
part of our corporate culture”

What we do

Elekta has been through a period of transformation and
one of the objectives was to balance the company’s cost
levels, based on its strategy. Elekta has substantially
strengthened its cash flow and reduced its working
capital. Further streamlining and improvements will be
prioritized and become a natural part of our daily work.
Elekta will, thereby, generate a widened scope for re-
investments in the business, and make investments in
the research and development of future innovations.

Live our

values

Our goal is that our values should be firmly rooted and
permeate everything we do. We work as one team, we
do what we say and we keep thinking forward. Through
clear leadership, based on common values, we contrib-
ute to a reduction in costs, sustainable growth and
improved performance.

What we do

To live up to our business philosophy, all employees are
committed to applying this value-guided work in our
operational activities. All of Elekta’s 3,600 employees in
all 31 countries are included, and the values serve as a
cornerstone for them in their objectives. Leadership is
highly important to ensure that our values are reflected
in everything we do. Read more about Elekta’s manage-
ment philosophy on pages 41-42.
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Strategy

Market dynamics and expectations

External
drivers

New technology
expands usage of
radiation therapy

Image guidance - scope

of treatment expanded
through advanced imaging
technologies

Workflow and automation -
advanced software improves
and automatizes radiation
therapy

New cancer cases are
increasing

Cancer incidence and
prevalence increasing
Increasing cancer survival

rates mean higher frequency
of recurrent cancer

High growth in SRS/SBRT

Growth within high precision
treatments drives efficiency
and replacement with new
technology

Shortage of radiation
therapy systems

Gap in radiation treatment
capacity

Need for qualitative cancer
care at affordable cost

Need for trained radiation
therapy oncologists and
physicists remains high

Reimbursement models

Trend in public reimbursement
structures to focus on
quality and efficiency

Patients driving demand

Patient demand for modern
treatments increase

Read more on pages 9-13
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Stakeholder
expectations

Shareholders

Profitable growth through
innovative and efficient solutions

Increasing enterprise value

Transparency and prudent risk
management

Customers (clinics and hospitals)

Innovative technology
enabling better treatments
and higher efficiency

The highest standard
and product safety

Long-term relationships
and support

Patients
Improved quality of life

Safe and leading
treatment methods

Improved patient experience

Employees

Personal development
and career opportunities

Responsible business conduct

Suppliers
Long-term partnerships

High business ethics

Regulators

Highest product safety
and quality standard

Adherence to international
legal requirements

Policy makers and NGO:s

Access to radiation therapy in both
developed and developing regions

Active contribution to the UN
Sustainable Development Goals

Elekta’s strategic priorities

Actasan
innovation
leader

Innovation with
a clear purpose
in mind

e Market leading treatment solutions

e Drive radiation treatment
paradigm shift through Elekta Unity

e 20 percent of workforce dedicated

to R&D

e Setting new standards within oncology

informatics

e Forming strategic partnerships to

further enhance our innovations in
clinical environments

Elevate the
customer
experience

Customer experience
across all solutions
and services

e Integrated and automated workflows for
treatment solutions enables enhanced

efficiency

e Improved patient recovery and shortened
treatment sessions through innovative cancer
treatment with optimal tumor dosage and
minimal harm to healthy tissue

e Maximal clinic availability through flawless

installation,

service and support solutions

e Providing collaborative education and train-
ing solutions, thus assisting in the increase
of crucial skills and knowledge

Elekta Annual Report 2016/17



Sustain a
competitive
cost base

A cost-conscious culture
secures our ability to
invest for the future

e Transformation program that includes
SEK 700 million of cost reductions with full

effect in 2017/18

e Lowered costs and reduction of working
capital through the implemented produce

to order process

e Streamlined procurement processes,
lowering the cost of goods and services

purchased

processes

Ensuring our internal pro-
cesses drive innovation

and customer experience
at appropriate cost levels

e Continuous momen-
tum to make the busi-
ness-critical processes
more efficient, integrated
and with minimal waste

e New organization struc-
ture implemented,
reflecting Elekta’s key
processes

Elekta Annual Report 2016/17

Continuously
improve our

e Cost-conscious culture driving continuous
efficiency improvements

Strategic enablers

Live our
values

Ensuring our values are
anchored throughout our
organization and help us
fulfil our strategy

e Guiding principles to
work by across the whole
company:

- We work as one team
- We do what we say

- We keep thinking
forward

Read more on pages 16-17

Stakeholder
value

Shareholders

Share price and dividend development
Orders, sales and profit growth

Cash flow generation

Capital employed

Customers (hospitals and clinics)

Innovations that improve quality
and lower cost of care

Customer experience as measured
by net promoter score

Long term partnerships

Patients
Access to care

Clinical innovation for better
treatment outcomes

Patient experience

Employees

Career opportunities and
personal development

Organizational health

Adherence to compliance

Suppliers
Long term partnerships

Create innovative eco system based
on continuous improvement and
innovation

Regulators
Enable safety and efficacy of care

Contribute and adherence to
international standards

Policy makers and NGO:s

Cost effectiveness awareness of
radiation treatment

Access to radiation therapy care
in developing countries

Member of UN Global Compact

Strategy

O/

increase in share price

SEK :I_

proposed dividend
per share doubled

14/15 15/16 16/17

growth in gross
order intake, SEK M

SEK :I_bn

strengthened
cash flow

]34

customer net
promotor score

+ /o,

growth ininstalled base
of treatment solutions

+S

OHI (organizational health
index) improvement
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Strategy
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Elekta’s transformation program

The aim of Elekta’s transformation program was to secure improved financial

performance as well as operational excellence. This will enable us to continuously

improve our ability to innovate and provide the best solutions for our customers

and their patients, while we also create shareholder value.

Why has the transformation
program been implemented?

For many years, Elekta has grown rap-
idly in a fast-growing market. The focus
has been on building a leading market
position, an installed base and a strong
presence in key markets. Organic growth
was also supplemented with a series of
strategic acquisitions. The transforma-
tion program started in 2015 in order to
streamline internal processes and to
realize synergies from acquisitions,
while adapting the company’s cost
base to lower market growth.

What has been achieved?

The aim of the transformation program
was to create a more efficient business,
with improved profitability and cash
flow. The program also included mea-
sures to strengthen our customer ser-
vices and innovation capacity. In addi-
tion, activities have been implemented
to achieve higher efficiency in both the
supply chain and the purchasing oper-
ations. The program'’s objectives and
status at the end of the year are
reported below.

Objective

Achieve an EBITA margin of >20 percent

in the 2017/18 fiscal year

Deliver cost savings of SEK 700 M, with
full effect from the 2017/18 fiscal year

Maintain a working capital below

5 percent of net sales

Implement a produce-to-order process

How has Elekta implemented

these measures?

We have reduced administrative
spending and increased efficiency in
marketing, sales and product develop-
ment. Our organization has also been
adapted in accordance with our three
core processes: Product Lifecycle Man-
agement, Supply Chain Management
and Customer Relationship Manage-
ment. Together with changes in sup-
port and management processes, this
enables more efficient processes and
workflows.

When was the transformation
program completed?

All of the essential measures have been
implemented over the past two years.
The financial effects are developing as
planned and we have noted gradual
improvements compared with the pre-
viously communicated targets, which
will reach full effect during the fiscal
year 2017/18. Continuous improve-
ments and efficiency enhancements
will remain a part of the day-to-day
operations.

Current status

to 16 (15) percent

visible in 2017/18

ADJUSTED EBITA AND EBITA-MARGIN"

SEK'M
2,500

2,000
1,500
1,000

500

%
25

0

12/13 13/14

14/15 15/16 16/17

Adjusted EBITA e Adjusted EBITA-margin

1) Before items affecting comparability and bad debt

540

Realized cost savings, SEK million

NET WORKING CAPITAL BELOW
5 PERCENT OF NET SALES

SEKM
1,500

1,000
500

0

-500

-1,000

1213 13/14

Net working capital

N -

14/15 15716 16/17

= Net working capital to net sales

At the end of the fiscal year working
capital was -6 percent to net sales

Adjusted EBITA margin in fiscal year 2016/17 improved

The annual rate of savings increased to SEK 540 M.
The reduction in purchasing costs is expected to be

Achieved. Completed in the second quarter 2016/17
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Strategy to realize business potential .

Strategy

Our strategic priorities help us to fulfil Elekta’s financial ambitions. Our strategy puts how we should act into words
and it also shows us the direction we are taking. More specifically, the strategic priorities help us realize our business
potential and we have a number of prioritized areas in order to achieve our long-term financial ambitions.

Innovation is the
foundation for growth

We set the highest standards for ourselves.
Our pace in product development is high
and we challenge our innovative capac-

ity to continuously improve our offering.
Elekta collaborates closely with its custom-
ers to ensure the development of products
and services that contribute to significantly
improving cancer care. Over time, we have
produced a broad range of groundbreak-
ing innovations that have transformed
cancer care, taking several steps forward.
The leading ability to innovate is what lies
behind Elekta’s success and growth, and we
will continue our efforts and investments to
drive improvements in cancer care.

Focus on cash flow and
capital management

Key activities in the transformation pro-
gram, which was launched in 2015, included
strengthening cash flow and capital man-
agement. The result include significantly
stronger cash flow and lower working cap-
ital. Elekta will continue to streamline and
reduce lead times in the supply chain, to
enhance capital efficiency and continue to
generate strong cash flow.

Leading position in
emerging markets

Elekta’s ambition to be the leader in emerg-
ing markets was a clear aspect of its strat-
egy from an early stage. Today, about one-
third of our revenue is derived from these
markets and we have a number one posi-
tion. The need in emerging markets is sig-
nificant, and over time these markets cre-
ate a substantial driving force for growth.
Demand in these countries has a direct cor-
relation to economic development, which
makes these markets more volatile than
established markets. Elekta will continue
to maintain a strong presence in emerg-
ing markets, while we work to secure a bal-
anced risk exposure.

Long-term growth
for installed base

Over the years, Elekta has created a global
installed base comprising about 3,900 sys-
tems. This means that approximately one-
quarter of all radiation therapy systems
worldwide are from Elekta. In terms of sales
of new capacity to the market, Elekta’s
share is much higher, which is why we con-
tinue to expand our installed base. We also
hold a leading position in oncology infor-
matics. Continuing to increase our share of
the installed base is a prioritized area as this
forms the basis for recurring revenues from
services, software and support.

Elekta’s long-term financial ambitions

Elekta’s aim is to achieve sustainable profitable growth. Elekta conducts its operations based on a long-term plan, which

Growing revenue from
services and support

The significance of aftermarket services is
increasing and our installed base of treat-
ment systems is an asset as we continue to
strengthen operations in service and sup-
port. The need for clinics and hospitals to
operate efficiently is growing along with ris-
ing quality and cost awareness. Elekta’s
broad service offering ensures that custom-
ers can receive the greatest possible ben-
efits from their cancer treatment systems.
Our services and software solutions help to
shorten patient waiting times, improve care
routines, simplify workflows and increase
efficiency in the clinical environment.

Drive continuous
efficiency improvements

Elekta’s internal efficiency efforts will con-
tinue as a natural part of our way of work-
ing, even after the current transformation
program achieves its full effect in 2017/18.
By using smart working methods, con-
stantly improving our processes, and utiliz-
ing all of our resources as efficiently as pos-
sible, we will improve our margins, and at
the same time free up resources for contin-
ued investment in improving cancer care in
the future.

is regularly reviewed and evaluated by the board of directors. These financial objectives form the basis of the long-term

planning. The objectives are under review taking into account current macro economic and market conditions.

>10

Organic sales growth exceeding
10 percent in local currency

Elekta Annual Report 2016/17

/

Operating result improvement
rate to exceed sales growth in SEK

exceed 20 percent

>2%

Return on capital employed to

<05

Net debt/equity ratio less
than 0.5
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Patient story: Lynn Wyatt

Brain metastases - cancer cells that have spread to the brain from
primary tumors — are estimated to occur in 10 to 20 percent of patients
with cancer. But when Lynn Wyatt from Atlanta, Georgia discovered
that the breast cancer she had overcome had resulted in 21 brain lesions,
she resolved to not be reduced to a statistic.

“I silently screamed at the cancer that it had chosen the wrong person
this time,” she recalls. “My eight-year-old son asked: ‘Does the doctor
know how to fix this?” Fortunately, her doctor was Shannon Kahn at
Emory Saint Joseph’s Hospital in Atlanta, who specializes in Gamma
Knife radiosurgery.

Its high precision and automation makes Leksell Gamma Knife®
Perfexion™ particularly suitable for the treatment of brain metastases.

After treatment for her 21 metastases, Lynn is once again cancer free
and back on the tennis court and doing volunteer work at her children’s
schools.
“Compared to all the things we go through as cancer patients, the side
effects from Gamma Knife radiosurgery are not a big deal,” Lynn says.
“You're in, you're out and you get on with your life.”
/ Elekta Annual Report 2016/17



Offering

Leading product portfolio

As a central partner to hospitals and cancer clinics, we focus on how Elekta’s
treatment and information systems can create the best possible outcomes.
Therefore, we have two key questions that are of vital importance in our
operations: how can Elekta help clinics to deliver maximum benefits in

a cost-effective manner, and how can we optimize our treatment systems?

“How can Elekta help
cancer clinics improve
the quality of care,
at the same time as
the clinics are under
increased cost
pressure?”

“How can we further
optimize and per-
sonalize care so that
patients live longer,
with an improved
quality of life?”

Elekta Annual Report 2016/17

Oncology informatics

Elekta’s response

Facilitate continuous
improvement in the
clinic’s efficiency, quality,
and the outcome of care

Cancer incidences are growing and at the
same time, the number of treatable diagnoses
is rising. This results in a higher workload for
clinics, often within an unchanged economic
framework. To improve efficiency and patient
flows, Elekta has developed advanced oncology
informatic systems that simplify a clinic’s plan-
ning, coordination and optimization of treat-
ment sessions.

Treatment solutions

Elekta’s response

Develop treatment
systems that effectively
treat cancer while
minimizing harm to
healthy tissue

Elekta's treatment systems successfully
treat a wide range of cancer types and
serious neurological diseases. Continuous
innovation helps to constantly increase
the effectiveness and precision of treat-
ment, while at the same time becoming
better and more gentle for patients as
well as improving the quality of life after
treatment.
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Offering

Leading systems for radiation therapy and informatics

Elekta’s innovations are developed in close collaboration with researchers and clinics,

and have resulted in leading radiation therapy solutions, as well as informatic systems
that optimize and individualize cancer care.

Oncology informatics

Facilitate continuous
improvement in efficiency,
quality and outcomes

Elekta innovations in oncology informat-
ics have been at the forefront of serv-
ing clinician needs for 25 years. Today,
MOSAIQ oncology informatics enables
clinicians to make informed decisions

for better patient care across the cancer
spectrum. Customers employing Elekta’s
advanced informatics solutions improve
both patient outcomes and utilization of
health care resources.

e Open and multi-modality
e Intelligent automation

e Actionable analytics

MOSAIQ® Oncology-Specific EMR
Use: Manages clinical, operational and
financial data throughout the department.
Key advantages: Automated decision sup-
port. Single data source for improving clin-
ical and operational efficiency. Interopera-
bility advantage allows widest connectivity
in the industry.

Elekta’s position: MOSAIQ holds a global
market leading position with close to 50
percent of the market.

MOSAIQ® Oncology Analytics

Use: Enables cancer centers to collect,
integrate, and analyze clinical, operational,
and financial data to monitor efficiencies,
understand and visualize patient care.

Key advantages: Designed for secure

cloud environment. MOSAIQ customers can
receive a seamless analytics solution. Meets
today’s needs and scales to support integra-
tion of larger data volumes.

Elekta'’s position: Elekta’s oncology analytics
is sought after in the market, with recent key
customer installations including renowned MD
Anderson Cancer Center.

Treatment solutions

Treatments that are both
more effective and gentle
for patients as a result of

increased precision

Extensive experience, innovation at the
forefront of development and close col-
laboration with leading hospitals world-
wide enable Elekta to offer world-leading
solutions to treat a wide range of differ-
ent cancer diseases. All of Elekta’s lin-
ear accelerators and systems for stereo-
tactic radiosurgery and brachytherapy
have one thing in common, they provide
effective treatments with a high degree
of precision and minimal impact on the
surrounding healthy tissue.

With the new Elekta Unity, Elekta is
taking a transformative step into the
future of cancer care through MR image
guidance, to direct the radiation therapy
with an accuracy that was previously not
possible.
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Linac portfolio

Areas of use: Linear accelerators are used
in the most predominant form of radia-
tion therapy. The systems can treat a wide
range of the most prevalent forms of can-
cer effectively.

Main advantages: Wide range of usage for
the most common cancer types. Stereotac-
tic treatments provide high dose rates that
are precisely concentrated to the tumor,
and aim to minimize the dose to surround-
ing tissue.

Elekta’s position: Elekta has about 3,600
installed systems around the world and has
the highest market share regarding orders
for new capacity.

Neuro portfolio

Areas of use: The stereotactic radiosur-
gery system Leksell Gamma Knife® enables
non-invasive treatments of tumors and
other serious neurological conditions.
Main advantages: Leading efficient and
effective method for treating brain condi-
tions that are difficult to treat and to reach
with other methods, as well as an efficient
treatment for metastatic disease in the
brain.

Elekta’s position: World-leading in intra-
cranial stereotactic radiosurgery in the
brain with a total of over 300 systems in
clinical use.

Elekta Annual Report 2016/17



MOSAIQ® Image & Plan Review

Use: Brings plan management and dose
review tools into the EMR, so you can assess
and approve plans for any treatment
modality from any MOSAIQ workstation.
Key advantages: Streamlines image and
plan workflows to a high-performance, easy-
to-use visual workspace. Compare multiple
plans and has enhanced 3D imaging capa-
bilities and exceptional visualization.
Elekta’s position: Strong with a notable
market presence in the US and Western
European markets.

Brachytherapy portfolio

Areas of use: Internal radiation therapy
placed adjacent to the tumor is particularly
effective in the treatment of specific indi-
cations including cervical cancer, prostate
cancer, breast cancer and skin cancer.
Main advantages: Small footprint system
with high precision and reduced risk of dam-
age to surrounding, healthy tissue.

Elekta’s position: Strong position in both
established markets and emerging markets.
Elekta has about 60 percent of the interna-
tional market for brachytherapy.

Elekta Annual Report 2016/17

METRIQ® Cancer Registries

Use: Simplifies coordination and evalua-
tion of multiple cancer programs and regis-
try submissions.

Key advantages: Provides insights into treat-
ment efficacy by advancing standardization,
consistency, and quality of data for research
and reporting. Highly detailed and secure
database. Enables lifetime patient follow-up.
Elekta’s position: METRIQ s the largest
solution installed in the US market, with
approximately 1,300 sites.

MR Radiotherapy

Areas of use: Designed to improve the
treatment of the most common types of
cancer, and to provide an opportunity to
reach tumors that, until now, have been
difficult to treat with radiation therapy.
Main advantages: The combination of a
linear accelerator and MRl creates opportu-
nities to monitor the target in real time and
adapt the treatment and to ensure the dose
of radiation treats the tumor cells in the
most effective way.

Elekta’s position: The first patients have
been treated under clinical trials using Unity
in 2017. Elekta estimates that 75 systems will
be ordered before the end of 2019.

Offering

Service and support

u

Upgrade solutions

il

Optimized
use

System availability

Elekta Care™is a complete and coher-
ent offering in service, support, educa-

tion, training and consultancy services.

The concept includes functions to sup-
port Elekta’s customers throughout
the treatment system’s lifecycle.

Service and support services in
Elekta Care™ are provided at three
different levels, which allow custom-
ers to decide on the desired level of
service and cost - Elekta Care™ Silver,
Elekta Care™ Gold and Elekta Care™
Platinum.

Start-up services help clinics to initi-
ate treatments smoothly and immedi-
ately with their new radiation therapy
systems delivered from Elekta.

System availability ensures the max-
imum operating time for the efficient
use of the treatment system, thereby
offering care to as many patients as
possible.

Optimized use covers Elekta’s service
and support functions as well as edu-
cation and training. It is about con-
tinuously ensuring that the system is
optimized and that clinics can utilize
all functions in the best possible way.

Upgrade solutions guarantee that
new functions and improvements are
continuously installed so the treat-
ment systems continually become
more efficient and can achieve maxi-
mum care results.
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Oncology informatics

Oncology informatics

Creating a more efficient
healthcare chain

Elekta’s software solutions play an important role in helping care providers improve efficiency,
quality and outcomes. Elekta’s MOSAIQ offers access to complete patient information,
optimizing analysis tools and patient data.

The cancer care of the future is largely
formed by technological advances. It is
becoming increasingly personalized
and it must also become more efficient
as the number of cancer cases rises. In
combination with anincrease of treat-
able types of cancer and a greater
technical complexity, higher demands
are set on the functionality of the con-
tinuum of care. Elekta’s software and
oncology information systems are
developed with a profound understand-
ing of the real needs of care providers,
and the systems contribute to signifi-
cant enhancements in efficiency.
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Independent with
integration potential

Elekta's vision of cancer care of the
future, based on data-driven patient
treatment, forms the basis for our focus
on innovative and advanced software.
Our proprietary information systems are
built to work regardless of the hardware
used to treat the patient or the design
of the clinical environment. The integra-
tion of the software with Elekta’s hard-
ware is seamless and Elekta’s service
and support team is always available to
ensure optimal performance. There are
also excellent integration opportunities
to other hardware systems, which offers
Elekta a competitive edge in the market.
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To simplify and improve day-to-day
work in clinical environments, Elekta
offers an Oncology-specific software
solution powering practice optimization
through continuous learning within four
main areas: Single platform solution to
enable multi-disciplinary treatment
management, workflow management
to ensure the patient treatment journey
is seamless and highly efficient, quality
control and decision support through
intelligent automation, and actionable
oncology analytics.

MOSAIQ supports all activities in
a cancer clinic and the system helps
patients and the care team throughout
the continuum of care with safe prac-
tices, commmunication and workflows.

Analysis, follow-up and database
management form a central part of

Elekta’s software solutions. They
enable hospitals and clinics to benefit
from the wealth of collective expertise

that is available from previous treat-
ments. In this areaq, Elekta supplies
applications that collect, analyze and
visualize large amounts of information
in a user-friendly manner.

In all software, usability is critical to
the ability of hospitals and clinics to
leverage their full potential. One key
element in all of our software develop-
ment is a functional user interface. We
offer our customers a scalable solution
for a secure, high-performance and
reliable infrastructure, which is critical
for safe healthcare with high patient
volumes.
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Treatment solutions

Linac portfolio

Effective and precise treatment
of many different types of tumors

Elekta’s family of linear accelerators offers effective treatments
of a number of different types of cancer. Versatility and high
precision ensure more accurate treatments, faster treatment
times and the potential to use technology improvements to
increase the number of cancer types that can be treated.

Elekta has developed fully digitally
controlled linear accelerators since
1985. Today, we are leaders, and we
continue to drive the development for-
ward. Many diagnoses and a wide
range of tumor types can be treated
using an advanced linear accelerator;
including brain and spine, head and
neck, breast, lungs, and prostate.
Treatment with a linear accelerator
system is efficient, both for the patient
and for the clinic.

The development of the linear
accelerator technology is progressing
steadily. Elekta’s Versa HD™ is the most
advanced digital linear accelerator
within our current offering. Together
with the Agility™ multileaf collimator -
a proprietary advanced beam shaping
solution — and high dose rate flattening
filter free (FFF) technology, this system
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provides unsurpassed versatility, preci-
sion and efficiency. In combination
with the latest release of the Monaco
software Versa HD™ can optimise the
dose coverage and harnesses the con-
tinuously variable high dose rate to cre-
ate exquisite plans that literally paint
the dose to the target. Combine this
with the lowest transmission specifica-
tion of any equivalent commercial sys-
tem and you get a truly versatile, fast
and highly accurate radiosurgery deliv-
ery system - all in one integrated
product.

Enhanced performance with
Elekta’s new software

Elekta’s software for dose planning is
optimized for treatments using Elekta’s
linear accelerators. The treatment sys-
tem is efficient from the perspective of

How does it work?

Alinear accelerator produces radiation
beams shaped and aimed at the tumor
with high precision in accordance with a
calculated and individually adapted treat-
ment plan. Using an alternating current
voltage, electrons are accelerated at high
speeds and are directed towards the target
with the objective to deliver the maximum
dose of radiation to the tumor and mini-
mum collateral damage to healthy tissue.
The linear accelerator includes integrated
imaging visualization and localization of
the tumor target.

both the clinics as well as the patients.
To further improve efficiency, Elekta

offers a market-leading oncology infor-
mation system that seamlessly inte-
grates with various units and treat-
ment systems used within the clinics.
Elekta’s local service and support team
also ensures the continuous upgrade
and optimization of a clinics’ treat-
ment system based on the prerequi-
sites of each customer.

Position and development

Elekta’s market position
comprises an installed

base of about 3,600 lin- 48%
ear accelerator sys- market
tems worldwide. Elekta share

is a leading player in

the field and our mar-
ket share for new system
sockets (meaning sales
of systems that do not
replace an existing system) is the highest
in the world. Our high market share in new
clinical environments is proof of our good
reputation and competitive offering.

Orders to new clinics
and expansion in
existing clinics.
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Neuro portfolio

Unique precision and efficiency

The stereotactic radiosurgery system Leksell Gamma Knife has for many years been the leading
and most precise tool for treating difficult neurological conditions. Leksell Gamma Knife offers
a safe, efficient and cost-effective treatment, without prolonged hospitalization for patients.

Within the field of neuroscience, Elekta
develops highly precise solutions for
both diagnosis and treatment of neu-
rological diseases. Elekta is a pioneer in
stereotactic radiosurgery and our solu-

tions in radiosurgery and stereotactic
neurosurgery are world-leading. Ste-
reotactic radiosurgery is a non-invasive
and very precise method, which makes
it particularly suitable for neurological

CElekta

How does it work?

Stereotactic radiosurgery is specifically
developed to inhibit neurological condi-
tions. Elekta’s Leksell Gamma Knife® lcon™
directs and focuses 192 precise beams into
a single iso-center in the brain. Advanced
imaging technology and tracking systems
enable online adaptive treatments. The pre-
cise frame-based and frameless fixation
options ensure that the dose of radiation
hits the target area aimed to be treated.

conditions, where surgery and chemo-
therapy are more difficult to perform.
With Gamma Knife surgery, the patient
can usually be treated and go home
during the same day, which makes it

a very resource-efficient method.

Broader use with

Leksell Gamma Knife® Icon™

Leksell Gamma Knife® Icon™ has
received regulatory approval in a num-
ber of key markets, including Europe,
USA, Canada and Japan. The new sys-
tem is equipped with integrated visual-
ization and an option for fixation, with
or without a frame, which increases
flexibility and improves patient com-
fort. The possibility of using Elekta’s
latest Gamma Knife without a stereo-
tactic frame means that it is easier for
oncology clinics, in addition to special-
ized neurology clinics, to include a
Gamma Knife in their workflow. Leksell
Gamma Knife® lcon™ also makes it
possible for physicians to treat tumors
in different stages, which enables a
more widespread use of radiosurgery
in the brain.

Position and development

Elekta has the world’s largest installed base
of stereotactic radiation treatment systems
intended for neurological treatments.

>300

of the 2016/17
fiscal year, the
total number of
Gamma Knives
in clinical use .
installed
amounts to more G Knif
than 300. amma Knifes
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Treatment solutions

Brachytherapy portfolio

Treatment directly in the tumor

Elekta is the leader in the treatment of cancer when using a radiation source that is placed
in the body, inside or adjacent to a cancer tumor. The method with internal radiation offers
high precision and low risk of damage to surrounding, healthy tissue.

Brachytherapy is a radiation treatment
method that is effective for the treat-
ment of, for example, cervical cancer,
prostate cancer, breast cancer and skin
cancer. Brachytherapy can also be
used to treat tumors in several other
areas of the body. The system for treat-
ment is small in size.

Elekta’s brachytherapy system is
part of our leading radiation therapy
portfolio that has been developed
through 40 years of continuous innova-
tion. Elekta has about 60 percent of
the world market for HDR brachyther-
apy and the product portfolio includes

Elekta Annual Report 2016/17

Esteya® for skin cancer, Flexitron®

treatment system, Oncentra® treat-
ment planning software and a large
number of applicators for precise and
simple treatment. Altogether, Elekta's
brachytherapy system represents the
market’s most comprehensive offering
in internal radiation.

Significant patient value
Brachytherapy is an effective treat-
ment option for several types of can-
cer. Itis also increasingly common that
brachytherapy is combined with other

treatment methods, such as surgery

and external radiation therapy. The
increased use of brachytherapy is posi-
tive for the patients since the treat-
ment is associated with low risk for
serious side-effects, and with minimal
damage to healthy tissue.

Treatment requires specialist exper-
tise, but can be given as an outpatient
procedure. This means that treatment
is available for many patients and that
it is easier to conduct compared to
other treatments.

How does it work?

An isotope, in the form of a very small
grain of mostly iridium-192, is carefully
temporarily placed inside or directly
adjacent to the tumor through the after-
loader. The radiation from these iso-
topes has a short range and can there-
fore precisely limit the radiated area.
This ensures that the tumor receives the
most effective dose of radiation in order
to destroy the cancer cells. Special plan-
ning software is used to plan the treat-
ment and radiation of the tumor.

Position and development

Elekta is world-lead-

ing in HDR-brachy-
therapy, with a total
market share of about
60 percent. Our mar-
ket position is strong in
both established clinical
environments and in new care facilities.

60%
market
share
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MR radiation therapy

Revolution in radiation therapy

With its intelligent and groundbreaking design, Elekta Unity combines the best of two worlds
and will create a completely new standard in image-guided radiation therapy. The first patients
were treated under clinical trial using Elekta Unity in 2017.

Elekta Unity is the only system in exis-
tence that uses intelligently designed
software to integrate the superior
diagnostic quality of a 1.5 Tesla high-
field magnetic resonance imaging
(MRI) system with an advanced radia-
tion therapy treatment delivery device.

Unity is a milestone in Elekta’s
endeavor to continuously push bound-
aries and substantially improve cancer
care. The system comprises a com-
pletely new platform, which is able to
provide high-quality images of tumors
and surrounding tissue in real time
during radiation therapy. This will
enable physicians to continuously
adjust and adapt radiation therapy
during treatment, resulting in a more
precise dose of radiation while this is
expected to result in sparing surround-
ing tissue.

When the two technologies are
combined, unique opportunities are
created to improve the level of treat-
ment for the most common forms of
cancer, which account for about half of
mortality rates from all cancer diseases
worldwide. Unity also has the potential

How does it work?

to treat cancer indications that are
currently not treated - or very rarely -
treated with radiation therapy. In addi-
tion, the ability to acquire high-quality
images - and thereby gain insights into
the biology of tissues - brings a great
potential for better dose painting and
assessments of how well tumors
respond to treatment.

Groundbreaking innovation

Elekta's innovation and development
work takes place in close collaboration
with our customers. The integrated
MR-linac system was already conceived
18 years ago by Jan Lagendijk, profes-
sor and head of the department for
radiation oncology physics at the Uni-
versity Medical Centre Utrecht. In 2012,
Elekta established a global consortium
comprising seven of the world’s leading
cancer centers with the aim of demon-
strating the clinical value of a system
that combines a precise dose of radia-
tion with MRI, from our technology
partner Philips. In addition to working
closely with our development team, the
consortium is also working on creating

The Elekta Unity system is installed in a bun-
ker environment and is carefully calibrated

by radiation physicists from Elekta and the
clinic. High-resolution MRl images are gener-
ated prior, during, and post radiation and can
be used as decision-making data to optimize
the treatment. An exact MR/RT treatment
offers the potential to deliver a high dose of
radiation to the tumor while sparing a larger
degree of the surrounding healthy tissue than
with conventional linacs because of the tissue
visualization during radiation. This enables
the possibility to reduce the number of radia-
tion treatment sessions or fractions.

clinical workflows and protocols.

These will maximize the new system’s
therapeutic efficacy and ensure seam-
less integration into existing procedures
at radiation oncology departments.
The consortium will continue with its
research even after commercialization
to explore Unity’s full potential to
improve cancer treatments.

Sought after characteristics

The main reason Elekta Unity has cre-
ated so much interest is the potential
that the new system offers. Ongoing
tests at some of the world’s most dis-
tinguished hospitals and cancer clinics
indicate highly promising preliminary
results. In 2017, the first patient was
treated using Elekta Unity, an import-
ant milestone in the commercialization
of the system.

Clinics also view Unity as an oppor-
tunity to further strengthen their posi-
tions as leading cancer treatment clin-
ics, as patients make greater demands
and choose care providers based on the
standard of technical equipment and
patient outcomes.

Key features:
Next generation linac
1.5T high-field MR imaging
Slip ring technology

Intelligent software

Short, wide bore magnet

Read more at: unity.elekta.com

Elekta Annual Report 2016/17



Elekta
Unity —

Two worlds, » N
one future il .

“Elekta Unity has the potential —
to revolutionize the way we 7 b

treat cancer today”

Jan Lagendijk, PhD, Professor and Head Radiation Oncology Physics
in the Department of Radiotherapy at University Medical Centre Utrecht

Elekta targets 75 orders
until end of 2019
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Service and support

Elekta services

Ensures maximum availability

Elekta’s service and support function ensures efficiency, maximum availability and a
continuous optimization of treatment systems and software. Elekta also offers solutions
for education and training of healthcare personnel within radiation oncology.

We provide services that offers our cus-
tomers the greatest possible benefit of
their Elekta cancer treatment solutions.
Service and support includes both pro-
active maintenance activities and reac-
tive response, as well as education and
training in various specialty fields.

Elekta Care™ is the backbone of our
service activities, which ensures high
operational functionality that helps
customers shorten patient waiting
times, change care routines, simplify
workflows and increase efficiency at
entire clinics. The demand for our ser-
vice offering is steadily rising, which
means the business area accounts for
a large share of revenues within the
established markets.

Remote services

increases efficiency

IntelliMax® Remote Services is an inte-
gral part of Elekta Care which remotely
monitors system performance and
enables Elekta service personnel to pro-
vide immediate reactive support with-
out being on site, as well as proactive
and predictive maintenance. By con-
stantly monitoring hundreds of data
points in the linear accelerators we can
identify faults, and take corrective
action, before it interrupts the clinical
schedule, thereby maximizing system
availability for the customer. The ability
to update software remotely is also an
important and time-saving feature of
Elekta’s service offering.

Support throughout the entire lifecycle

Training support

is valuable for our customers

To further strengthen our customers’
operations, Elekta provides several dif-
ferent educational and training ser-
vices. Personnel training is important,
both to ensure that the hospitals and
clinics using Elekta’s treatment sys-
tems can utilize their full capacity and
to enhance the supply of skills in the
form of radiation oncologists, clinical
staff and radiation physicists in local
markets. Training is conducted in close
collaboration with leading university
hospitals. Elekta also operates propri-
etary training centers - learning and
innovation centers - in Beijing, China
and Atlanta in the US.

Upgrade solutions guarantees that new
functions and improvements are continu-
ously installed. As a result, the treatment
systems are constantly becoming more effi-
cient and can achieve the maximum care
results. Elekta’s open and flexible upgrading
services are adaptable based on the specific
needs of the customer.

Optimized use means that Elekta’s service
and support function continuously ensures
that the system is optimized through the
use of technology, education and consulta-
tion so that the clinics can utilize all func-
tions in the best possible way. Software is
continuously upgraded. Within optimiza-
tion services, tailored further training and
customized consulting assignments are also
available. This do also include professional
services to help cancer centers to reach their
goals. As part of the Elekta family, custom-
ers are also offered communication tools
and access to our global network with the
associated experience and knowledge bank.

u

Upgrade solutions

il

Optimized
use

System availability

Start-up services help the clinics to
smoothly and immediately initiate treat-
ments with their new radiation therapy
systems delivered from Elekta. Project
management, training support, installation
calibration, and warranty review are a few
of the elements that together form start-up
services within the service offering. Elekta’s
customer service personnel and technicians
are always available for our customers,
from day one and throughout the
collaboration.

System availability maximizes the oper-
ating time and ensures that the treatment
system can be used efficiently and offer care
to as many patients as possible. As part of
Elekta Care™, system availability service
includes planned and corrective mainte-
nance measures, remote-based diagnostics
through IntelliMax®, analysis of any replace-
ment needs and spare-part management
as well as access to the Elekta Care Support
Center for further expert support.

Elekta Annual Report 2016/17
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Geographic regions

North and South America
Long-term opportunities
in a consolidating market

Full-year performance for our US operations was not in line
with our expectations and additional actions were initiated
at the end of the year.

Market

North America is the world’s largest market for radiation therapy
and it is characterized by a high penetration of treatment solu-
tions, service and after-market business, and known for being an
early adopter of new technology. The US has the world’s highest
health care cost per person, which is driving the need for increased
efficiency. This in turn demands new
functionality, and more comprehen-
sive and integrated solutions.

The South American market has a
significant need for radiation therapy
capacity. The market differs between
countries and over time, due to eco-
nomic development and political
initiatives.

Elekta’s
market position

20%

market share of linear
accelerator orders

Performance and activities

Our performance in Latin America has been solid during the
year while the US operation has underperformed in relation to
its potential and general market development. Order intake in
the region decreased by 9 percent for the year, corresponding
to 11 percent based on constant exchange rates.

Elekta’s organizational changes and focus on improved process
management will strengthen our abilities to capitalize on oppor-
tunities in the US market. The main priorities for Elekta’s US divi-
sion are to regain momentum
in sales and continue to
increase the customer
experience.

Elekta’s offering is com-

ns petitive and comprehensive.

contribution to

total netsales, ~ Pemand for our brachytherapy

39% solutions remained high during

the year, and Elekta’s ser-

vice and support functions continued to play a key role in helping
hospitals and clinics to improve cancer care and drive efficiency.
Elekta is well positioned as our new Elekta Unity system undergoes
its final stages of development with the aim of being available for
sale in the US during 2018.

NET SALES

@ Solutions, 50%
Service, 50%

@ Region’s
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Europe, Middle East and Africa
Win of several
large tenders

Elekta closed the year with strong performance in the
region as a whole. This was a result of overall good growth
and several large contracts wins.

Market

Radiation therapy capacity in Western Europe is insufficient. Most
of the larger Western European markets are investing in new radi-
ation therapy as the number of cancer cases increases and earlier
diagnosis rates improve. The driving forces are the underlying need
to improve clinical efficiency, modernize equipment and treat-
ment solutions.

The Eastern European market has
begun to grow after some years of low
activity. The resources for cancer treat-
ment are less advanced and many coun- o)
tries plan or are conducting programs to /O
expand and modernize cancer care.

Market activity is mixed in the Mid-
dle East with Iran as a good example of
growth. In Africa, only a small percentage of the population has
access to radiation therapy or other advanced cancer care, imply-
ing a significant long-term growth opportunity.

Elekta’s
market position

market share of linear
accelerator orders

Performance and activities
Both Western Europe and emerging markets across the region per-
formed well. Order intake in the region increased by 5 percent for the
year, corresponding to 4 percent based on constant exchange rates.
During the year, Elekta strengthened the partnership in Europe
with Genesis Care through a large contract in Spain. Along-term
contract with one of Sweden’s leading university hospitals, New
Karolinska Solna, also contributed to the region’s performance.
Important contracts have also been signed with customers for
instance in the UK, South
Africa, Spain, Greece, Turkey
and Iran.
To meet the increasing
demand for smart and cost
ns effective cancer care in West-
contribution to
total net sales, €N European markets, Elekta
32% has improved its offering in
informatics and services. In
other markets, the company is actively positioning itself to cap-
italize on growth opportunities. In Russia Elekta is establishing a
direct sales support and service hub, expected to be operational in
2017/18. To address Turkey’s strong development, Elekta is estab-
lishing an education and training center.

NET SALES

@ Solutions, 58%

Service, 42%
@ Region'’s

Elekta Annual Report 2016/17



Geographic regions

Asia Pacific
Shortage in capacity Key figures for the year
dnves demqnd Our performance in region Europe, Middle East and

The long-term need for improved cancer care remains high Africa as well as Asia Pacific was solid. In Europe, we

in the region, and with the economic development continu- secured a number of important orders, including

ously strengthened, demand for treatment solutions con- some early orders for Elekta Unity. In Asia, we noted

T strong growth in China and India. Latin America was

solid while we needed to implement further activities

Market for improvement in the US. In total order intake for the
The Asia Pacific markets are predominantly characterized by the year grew by 2 percent, representing a decline of 1 per-
addition of new treatment capacity. However in addition there cent based on constant currencies.

is also an increasing percentage of older installed systems that
have started reaching the end of their lifecycles and driving a

demand for upgrades in the near future. .
The long-term need for increased can- Elekta’s MIET SALIES, BN REGIOIY

cer care will continue to be high due to market position

longer life expectancy and greater eco-

nornic prosperlty.. . 43(7 @ North and South America 39%
MIEIHeE gI’OYVth NS reglc.m was O ® Europe, Middle East and Africa 32%

favorable during the year. High-growth | J ket share of linear .

markets include Ching, India and South accelerator orders

East Asia. The Japanese market contin-

ued to be weak during the year.

NET SALES, BY MARKET

Performance and activities

We continued with strong performance in China during the year
together with a robust development in India and South East Asia.
Our operations in Japan showed weak development. Order intake @ Estoblished markets 69%
in the region increased by 11 percent for the year, corresponding to ©® Emerging markets 31%
5 percent based on constant exchange rates.
Elekta’s leading installed base position in growth markets bodes

well as demand for service contracts and system upgrades are
becoming more frequent in the
NET SALES region. Strong regional pres- NET SALES, BY REGION
ence is also advantageous as
® Solutions, 69%  the demand for comprehen-

. Service. 31% sive software solutions gradu-

SEK bn

® Recion’ ally increases.
egion’s . ,
contribution to In Ching, Elekta’s focus on

4.1

totalnetsales,  the delivery of comprehen-

29% sive treatment solutions con- 3.4

tinues. Elekta is the clear mar- g

ket leader in the country. The market’s steadily growing installed

base is typically operated during longer hours than in other mar- 1.8 / 3.1

kets, meaning that an additional need for service and support is 0.8

expected. 2006/07 2016/17
The full-year result shows that we are not performing to our full

potential in Japan. The regulatory approval of Elekta’s Gamma

Knife lcon™ has the potential to strengthen our long-term per-

formance. This will also be true for Elekta Unity once it is released

commercially and approved for use in Japan.

B North and South America

| Europe, Middle East
and Africa

Asia Pacific

For macroeconomic statistics and analysis of global
drivers’ effect on market behavior, see pages 12-13.
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Today, there are efficient forms of treatments to improve,
prolong and save the lives of cancer patients. The differ-
ences between low-, middle- and high-income countries
are, however, enormous in terms of both opportunities to
diagnose the disease and the availability of high-quality
cancer care. Learn more on pages 9-13.

Elekta's treatment solutions contribute to more effective
and gentler treatment options for patients, which in addi-
tion to patient benefits may also reduce the need for hospi-
talization and thereby cut healthcare costs. Our focus on
innovation, cost awareness and continuous improvements
makes radiation therapy available to more people.

Joint action for sustainable development

Constructive dialogue, collaboration and strategic partner-
ships are crucial if we are to develop the best solutions
together with our stakeholders. One good example of this
strategic collaboration in a research project is the develop-
ment of Elekta Unity. Learn more on pages 30-31.

Strengthening our strategic sustainability efforts
Elekta’s compliance function is responsible for establishing
the framework for Elekta’s sustainability efforts, and the
external reporting of aspects of sustainability from the per-
spective of business operations. During the year, a Global
Sustainability Manager was recruited, whose assignment

is to enroot the strategy and to coordinate Elekta’s sustain-
ability efforts within the identified focus areas so the sus-
tainability ambitions can be more clearly integrated. One
important task is also to clearly demonstrate how Elekta’s

Sustainability and employees

focus areas contribute to the global Sustainable Develop-
ment Goals. In the spring of 2017, we joined the UN’s sus-
tainability initiative Global Compact, which entails that we
undertake to act in accordance with the Global Compact's
10 principles for human rights, labor law, the environment
and anti-corruption.

Elekta has from the outset been a member of the Swed-
ish Leadership for Sustainable Development network, which
includes more than 20 of the leading Swedish companies.
The network promotes strong leadership in sustainable
development and is coordinated by Sida (Swedish Interna-
tional Development Cooperation Agency). During the year,
discussions included how sustainable development work
influences business strategies and board decisions.

Code of conduct as guide

Elekta’s code of conduct contains the basic principles that
all of Elekta’s employees and business partners are expected
to follow. Steering documents link our values with our busi-
ness concept and strategy based on international principles,
such as the Universal Declaration of Human Rights, the UN
Global Compact, the OECD Guidelines for Multinational
Enterprises and the ILO Tripartite Declaration of Principles
Concerning Multinational Enterprises and Social Policy. In
order for employees to report any violations of the code of
conduct, Elekta has established a global whistleblower tool,
where suspected violations can be anonymously reported.
The code of conduct was revised during the year to include
a letter from our new President and CEO who links Elekta'’s
reworded values with the principles of the code of conduct.

The UN’s Sustainable Development Goals and agenda 2030

The business community has a key role in
working to achieve the 17 global sustainable
development goals, which were adopted by
the UN’s members in September 2015. During
the year, Elekta analyzed which of the goals
the company is best positioned to contribute
towards. Several of the goals are relevant but
the analysis revealed that Elekta’s solutions
have a particular potential to contribute posi-
tively to goals 3, 5, 8, 12 and 16. Goal 3, Good
Health and Well-being, is the goal judged to
have the greatest potential.

Elekta Annual Report 2016/17
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Sustainability and employees

Fight cancer with safe and efficient products

Highest possible safety

Product safety permeates our entire business, and is a pre-
requisite for being a leading manufacturer of medical equip-
ment. Our goal is to meet the highest-possible safety stan-
dards for all products, for both customers and patients, but
also for the Company’s own installation and service employ-
ees. There are strict and comprehensive requirements in both
international legislation and product-safety standards that
are described in quality system standards, such as ISO 9001,
ISO 13485, and in special standards and regulations for medi-
cal devices. The systems are reviewed both internally and
externally and external inspections are conducted regularly.

Increasing the availability of cancer
care in growth regions
The first Gamma Knife in Sub-Saharan Africa was installed
at Netcare Milpark Hospital in Johannesburg in April 2017.
Previously, there was only a Gamma Knife in Rabat, Morocco,
and two in Cairo, Egypt, forcing patients from South Africa
to either travel there or to Europe and the US.

Elekta is constantly working to improve the availability
of cancer care in countries with lower income levels. This
includes adapting systems. Elekta Compact™ is one exam-
ple of a radiation therapy system with low energy consump-
tion, operational simplicity, and that can be used in smaller
spaces, which is often required in markets with limited access
to premises, electricity and specialist personnel. Elekta also
offers financial solutions and training, and collaborates with
various organizations to strengthen cancer care in growth
regions. One example of this type of collaboration is Radiating
Hope, as described below.

Mountaineering for the right of everyone to receive cancer care

Ashley Cogswell, who was never previously a outdoor type,
has in the past year climbed Kilimanjaro and hiked to the
Mount Everest Basecamp, as part of the Radiating Hope ini-
tiative. Ashley, who in daily life is Director of Software Sales
at Elekta, describes the challenge as an event that changed
her life.

- | was horrified ahead of the first hike but am very moved
by all of the support and by the opportunity to be part of an
initiative that improves the availability of radiation therapy
in less well developed countries. In comparison with all the
people who fight cancer without access to proper care, then
my fear is not justified. We are fortunate in our part of the
world and this helps in a very real way towards Elekta’s
overall objective — to help clinics to improve the lives of
patients, says Ashley.

For several years, Elekta has collaborated with the non-
profit organization Radiating Hope, which arranges the hikes.
The aim of the events is to collect money to help achieve the
organization’s mission - to improve cancer care in areas of the
world with the lowest availability. Collected funds are mainly
used for transport and installation of donated equipment or
to renovate radiation therapy equipment, often in collabora-
tion with various hospitals and clinics around the world,
including Senegal and Nepal.

38
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Sustainability and employees

Business ethics and preventing corruption

Working actively to combat corruption

using risk analyses and training in ethics

To achieve a sound collaboration between healthcare provid-
ers and the medtech industry, one fundamental prerequisite is
close adherence to existing legislation in areas such as bribery
and tendering. This is in order to ensure that tax revenue is cor-
rectly utilized, that patients can be assured of the best possi-
ble healthcare and medical care and that public confidence

in the collaboration is maintained.

For several years, Elekta has worked actively to combat
corruption and bribery and to stay out of situations that
could violate the guiding principles in our industry agree-
ments around the world. These efforts have been reinforced
in recent years through detailed risk analyses and the estab-
lishment of specific compliance programs. The code of con-
duct and our group-wide anti-corruption policy set out the
rules of conduct that apply to specific areas of risk.

During the year, the anti-corruption policy was revised to
provide additional guidance to employees and business part-
ners, primarily in various interactions with healthcare provid-
ers and professionals. Our internal regulations therefore also
include situations that, though they are legal, we consider
unethical and consequently do not wish to be associated
with. An online training course in anti-corruption is also com-
pulsory for all employees. For employee categories that are
particularly exposed to situations where corruption or uneth-
ical forms of collaboration may occur, such as staff in sales,
purchasing and marketing, training courses are customized
for each individual session in order to help our employees
understand and comply with our internal regulations. The
psychology of decision making is an important part in the
code of conduct training, when we discuss situations that
may be challenging from both a legal and ethical perspec-

tive. We train all employees in business ethics based on a
concept drawn up by Professor Guido Palazzo. The course
weaves together the theory of ethical blindness, which is
thought to be a result of a complex interplay between deci-
sions by individuals and various contextual factors, with ethi-
calissues from real life. More than 90 percent of employees
in sales have taken part in this training during the year in
conjunction with a comprehensive and Group-wide sales
training program.

Our collaboration with external partners

We conduct operations in several geographic markets where
corruption is a risk and an obstacle. In markets where we do
not have our own sales organization, we work with external
distributors and agents. This business model places strict
demands on internal strategies and processes to describe
and counter the risk of corruption. Last year, an automated
process was introduced to ensure effective and risk-based
due diligence on these external partners. The evaluation is
both commercial and risk-based to maximize the business
value for Elekta. During the year, the automated process
was implemented throughout most of the Group.

Board monitoring of the anti-corruption program

The Global Compliance Officer reports at each board meet-
ing held in connection with the interim reports, and addition-
ally when appropriate. The board is informed of the various
activities in the anti-corruption program. An extensive plan
covering anti-corruption efforts is presented each year to the
board for approval. The board is also regularly informed
about the status of internal investigations and where appli-
cable about external investigations that concern Elekta or
any of Elekta’s business partners.

Latest development in Elekta’s anti-corruption program

14/15

e Special compliance
function established

15/16

o Elekta’s revised code of
conduct launched together
with the training concept
ethical blindness

e Specific risk analyses
conducted aimed at
pinpointing corruption
risks ahead of the cre-
ation of a more detailed
anti-corruption program

e Particularly exposed em-
ployees take part in customized
anti-corruption courses

o Global whistleblower tool
introduced

e A process and automated
tool for more efficient due
diligence of external busin-
ess partners is developed
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16/17

o Elekta’s anti-corruption
policy revised to provide
additional guidance to
employees

17/18

e Compliance com-
mittee set up as deci-
sion-making body for
follow-up and deci-
sions on measures as
a result of internal
investigations

e Automated tool and
process to ensure an
effective due diligence
of external business
partners was gradually
implemented in
the organization
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Sustainability and employees

Sustainable sourcing program and environmental focus

Global program for enhanced supplier governance
During the year, we began to strengthen our processes in
procuring and governing suppliers. By building on the exist-
ing foundation for supplier governance, we have now set up
a new global sustainable sourcing program and over the
next few years we will focus on establishing and implement-
ing the program, to ensure that suppliers manage areas
such as business ethics, human rights, the environment and
staff in line with Elekta’s code of conduct. The control of
conflict minerals is also an important component for inclu-
sion in the program. A pilot project was previously com-
pleted and work moving forward will ensure that tungsten
in particular, which Elekta uses large amounts of, does not
come from non-certified smelters.

The program will be risk-based and audits will use a clear
process involving both internal and external auditors. There
is zero tolerance of: child labor, discrimination, forced labor,
life-threatening workplaces, a refusal to be transparent and
of bribes and corruption.

Elekta has reinforced its efforts in respect of human
rights throughout the entire business and in the supply chain
through the “Elekta modern slavery and human trafficking
statement”. The policy is available at www.elekta.com.

Minimize environmental impact

For many years, we have strived to continuously reduce the
environmental impact of our operations and from our prod-
ucts. Elekta’s environmental policy includes areas such as
resource consumption during production, reducing emis-
sions to air and water and, as far as possible, avoiding the
use of environmentally hazardous materials. Elekta’s great-
est environmental impact arises from electricity use in pro-
duction processes and from the heating of premises, as well
as transportation and business travel. Activities related to
this include Elekta’s changed travel policy, which in Sweden
has helped to reduce business trips by air by 22 percent,
corresponding to a reduction in CO, emissions related to air
travel by 34 percent. Another example is the active efforts
made at our UK plant to optimize the use and recycling of
packaging, which besides reducing environmental pressure
has the potential to result in cost-savings of more than GBP
50,000 per year and improved efficiency at the plant.
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4 questions to:

Maria Collin

Global Sustainability Manager, Elekta, since February
2017. Broad international background, including the
role of Responsible Sourcing Manager Europe, Africa
and the Middle East at Electrolux.

What attracted you to the role at Elekta?

The opportunity to strategically develop the excellent
work in sustainable business that is taking place in
the organization. Elekta has a fantastic foundation
considering the aim of its business operations and it
feels rewarding to be part of working to provide the
best possible cancer care for everyone.

How do you view the connection between
sustainability issues and Elekta’s business
operations?

Sustainability is a natural part of all operations,

and here it is about ensuring that Elekta’s prior-
itized focus areas in sustainable business have a
role in all processes. Sustainability is not a separate
issue but must be integrated into daily work by each
employee.

Considering your extensive experience

within the sustainable supply chain,

how can you develop this further?

I have, together with purchasing, just created the
framework for the sustainable sourcing program.
The key elements in this are risk-based strategy,
training, audits performed by internal and external
auditors and collaboration. One important success
factor is that the program is naturally integrated into
the purchasing process, and is regularly monitored
against clear targets.

Which sustainability issues do you see as the
most important for your industry in the future?

| believe a key issue for R&D is to achieve the highest
possible efficiency with the lowest possible environ-
mental impact, as well as working toward a more cir-
cular life cycle for products. Strategic partnerships
will become more important to increase the avail-
ability of cancer care to all people.
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Human rights and diversity

Sustainability and employees

Our employees are driving progress

The dedication of our management and employees is key
to our customer satisfaction. A high level of competence,
true commitment and the ability to adapt are all essential
in Elekta’s successful change of its operations in response to
the change of customer needs and expectations. Each part
of our value chain is equally important for customer satis-
faction. With 3,600 employees in 31 countries, there are
substantial opportunities to utilize both local and group
wide expertise.

Organization and leadership for the future

A flexible organization and a long-term sustainable supply of
expertise is needed if the organization is to function as effec-
tively as possible, in line with Elekta’s strategic priorities (read
more on pages 16-17). To better utilize synergies and to
improve the cohesiveness and efficiency of processes, Elekta
reorganized from region-based operations to process-based
operations during the year. Our managers have an essential
role to play in driving operations as part of the ongoing trans-
formation. An ability to lead during change and to spur com-
mitment among employees are important success factors if
the company is to move in the right direction. Our annual

Motivated to make a difference

They're motivated, committed and full of energy, but these
aren’t the characteristics that make the R&D staff in Shang-
hai a model team. Led by Jack Luo, Director of Engineering in
China, the 107 men and women - yes, the engineers are almost
equally divided by gender — exemplify Elekta’s values.

Jack says: “We do what we say. So when we committed to
delivering on the latest version of Elekta’s treatment planning
software, Monaco, we worked in a systematic and collabora-
tive way to ensure we provided our part of the solution on
time and with high quality.” By closely working with col-
leagues in Germany, Japan, Switzerland, US and Sweden,
the staff truly works as one team across the organization.

With an average age of just under 30, the Shanghai team is
young and energetic. “We have a variety of communities cov-
ering technologies, sports, photography, even cooking. Most
important is that all of us are interested in engineering inno-
vation,” Jack says smiling. “Through continuous engineering,
we're continuously innovating and thinking forward; it’s in
our DNA."”

Although it’s made up of unique individuals, Jack believes
his team is much like any other at Elekta. “We're highly moti-
vated and eager to do our best,” he says. “But most of all, we
take pride in knowing we’re making a difference to thousands
of lives.”
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EMPLOYEES PER FUNCTION, 2016/17

® Production 10%

@ Service 41%

® R&D20%

® Sales15%
Administration 14%

succession planning and skills development, as well as better
use of internal expertise are examples of important elements
to ensure that we leverage the organization’s potential.

Strong values strengthen opportunities

During the year, Elekta introduced new company values
(refer to page 1). Implementing the values throughout the
entire organization so that we carry them with us in every-
thing we do, is an important and long-term effort. A first step
was taken during the year, which included the global event
“Elekta together day”, where all employees discussed their
role in contributing to the company’s strategy and values.
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Sustainability and employees

Parts of Elekta’s team at a management conference in Brighton, UK.

Setting clear objectives

Elekta strives to achieve a clear link between the Group’s tar-
gets and the personal goals of each employee. One import-
ant tool is our performance management process, which
includes all employees. During the year, the system was care-
fully evaluated, and as a result, we will further develop our
processes for planning and evaluation for the next fiscal year
and moving forward. These changes aim to increase flexibil-
ity and create the right conditions for management and our
employees to clearly link goals and development initiatives
to Elekta’s strategy and values. Moving forward, the focus
will be on individual development, including Elekta’s values
as an element in performance evaluation and ongoing
coaching and dialogue on goals and development.

Temperature gauging contributes to progress
Measuring appropriately is vital in identifying improvement
potential. This year’s organizational health index (OHI) - a
measurement of the strength of an organization in terms of
motivation, leadership and innovation - shows Elekta’s orga-
nization is moving in the right direction. But there are areas
that need improving. All areas note a positive trend com-
pared to the preceding year and the emphasis for future
years continues to be a focus on the path ahead, namely on
accountability and motivation.

Respect for all employees

Elekta promotes the health, safety and wellbeing of its employ-
ees. Elekta complies with national labor market legislation in all
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markets and respects the right of all employees to join a trade
union and to bargain collectively in accordance with local laws
and applicable conventions. The company has zero tolerance of

“My most important objective in
the years ahead is to ensure that
the organization has the right
priorities and support so all
employees can contribute with

their full potential.”

Karin Svenske Nyberg,
Executive Vice President Human Resources

all types of discrimination and strives to ensure that all employ-
ees with similar experience and qualifications receive equal pay
for equal work. We expect both employees and external part-
ners to respect and work on the basis of these principles.

Diversity with potential

Given Elekta's geographical diversity and spread, ethnical
and cultural diversity among our employees is natural. How-
ever, there is still potential for better utilization of this diver-
sity. Diversity in terms of gender is relatively positive, though
there is a need to improve the gender balance and it is,
accordingly, a prioritized issue at Elekta.
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Sustainability and employees

Responsibility across the entire value chain

Product development

Afocus on ecodesign from a life-cycle perspective,
which includes minimizing energy consumption,
material choices and facilitating upgrading and
recycling as key components in the products.
Assessment of product risks and aspects of safety is
an integral part of the development process, which

covers all phases in the product life-cycle - from
installation to handling and use. The focus moving
forward is continued development of innovative and
energy-efficient products, which help hospitals and
clinics reduce energy consumption and costs.

Suppliers

Elekta currently procures direct materials from about
600 suppliers, of which some 75 percent of the pur-
chase/delivery value is from the UK, Western Europe
and North America. The remainder is primarily from
China, Eastern Europe and Japan. Elekta’s code of
conduct and anti-corruption policy are included in all
standard contracts. Arisk assessment of all suppli-
ers is conducted each year. This annual review results
in a supplier audit plan, for the upcoming 12 months.
Areview of quality, cost development and deliv-

ery performance is conducted each month. A dia-
logue process is started if the specified requirements
are not met. The focus moving forward is to build up
and implement a global sustainable sourcing pro-
gram. The initial focus is on suppliers of direct mate-
rials to Elekta’s manufacturing. The control of con-
flict minerals is an important part of the program.
Purchasing is responsible for implementing the pro-
gram together with support from the Global Sustain-
ability Manager.

Manufacturing

Elekta has three production units in China and
Europe and all facilities are certified in accordance
with the environmental management system ISO
14001. The units primarily assemble, test and per-
form quality assurance, which means that their envi-
ronmental impact is limited. Sulphur hexafluoride
(SF6), which is a necessary component in generating

the radiation within linear accelerators, can result in
emissions with a strong impact on the environment
if the gas is emitted into the atmosphere. Therefore,
one important part of Elekta’s environmental work
is to monitor the use of SF6 in manufacturing. The
focus moving forward is to reduce energy consump-
tion and continue to control the use of SF6.

Transportation

Transport and business travel account for a signif-
icant portion of Elekta’s environmental impact.

A group-wide logistics platform, Logistics control
tower, is used to reduce the amount of transporta-
tion, control the freight distribution between vari-
ous transport modes, reduce packaging sizes and
streamline the delivery of spare parts. The focus
moving forward is to implement the logistics plat-

form for remaining units, further increase the use

of remote services, which enable updating software,
and diagnosis and remotely rectifying system prob-
lems. Additional focus areas are to reduce the num-
ber of flights, for example, by using web conferenc-
ing and by improving the control and reporting of
greenhouse gas emissions.

Usage

The highest possible level of safety in each part of
the value chain. Elekta offers in-depth training in
how the products work and should be used. The
user is also supported by automatic security mes-
sages and checks built into the software. Energy-ef-
ficient products and optimization of energy use and

resources help to reduce the environmental footprint
and costs for both Elekta and our customers. There
will be a continued focus moving forward on inno-
vation and energy-efficient products. Elekta’s lin-
ear accelerators currently use about 30 percent less
energy than comparable devices in the market.

saakojdwiz
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The share

A Nordic large cap

Elekta B-shares have been listed on the NASDAQ Stockholm since 1994. Total
number of registered shares on April 30, 2017 was 382,568,409 whereof treasury
shares amounted to 1,541,368 series B-shares. Total trading in Elekta shares on
NASDAQ Stockholm during the period May 1, 2016 - April 30, 2017 amounted to
327.1 million shares (633.8), corresponding to 85 percent (166) of the total num-
ber of shares. The average number of shares traded each day during the period
amounted to 1,292,905 (2,525,252). Market capitalization on April 30, 2017
amounted to SEK 34,076 M (22,382), an increase by 52 percent.

DISTRIBUTION OF SHARES APRIL 30, 2017

Percentage of

Class of share No. of shares No. of votes capital votes
A-shares 14,980,769 149,807,690 3.9% 28.9%
B-shares 368,587,640 368,587,640 96.1% 71.1%
Total 383,568,409 518,395,330 100.0% 100.0%

See Note 24 for more information on Elekta’s share capital.

Dividend and proposal to repurchase shares

Elekta’s goal is to provide shareholders with a favorable return and value
growth. The policy is to distribute at least 30 percent of profit for the year in
the form of dividend, repurchase of shares or comparable measures. A divi-
dend decision is based on Elekta’s financial position, earnings trend, growth
potential and investment needs. For 2016/17, the board proposes, in accor-
dance with the Company’s dividend policy, a total dividend of SEK 1.00 (0.50)
per share. Total dividend amounts to approximately SEK 382 M and 306 per-
cent of net profit for the year. The board also proposes the dividend to be divi-
ded into two payments. See page 67 for more information on dividend.

The board intends to propose to the annual general meeting 2017 to
renew the board’s authorization to repurchase shares in Elekta AB. The
proposal limits the number of shares to be repurchased to a maximum
of 10 percent of the number of shares outstanding in Elekta AB.

Share program

The annual general meetings in 2009-2016 have resolved to adopt share
programs, called performance share plans. Performance share plan 2013/15,
resolved by the annual general meeting in 2013, was concluded during the year.
Outstanding programs as per April 30, 2017 were performance share plan
2014/17, 2015/18 and 2016/19 respectively. The resolutions entailed that the con-
ditions and the guidelines stated in the respective plans shall form the basis for
the receipt of shares by key employees of Elekta upon fulfillment of certain per-
formance requirements during the periods 2014/15-2016/17, 2015/16-2017/18 and
2016/17-2018/19, respectively. The scope of performance share plans 2014/17,
2015/18 and 2016/19 are summarized in the tables below. See Note 5 for more
information on the plans.

SHARE PROGRAM

2014/17 2015/18 2016/19
Originally designated number of shares 976,726 289,284 280,386
Share price used for calculation of
theoretical value, SEK 75 56 77
Allotment of share 2017-09-21 2018-09-16 2019-09-14
Number of shares as of April 30, 2017 691,480 265,177 280,386

Under the performance share plan 2014/17, the performance targets are
measured and earned by one-third each financial year from 2014/15 until
2016/17. The results for the 2016/17 financial year, as disclosed in the table
below, did not meet the minimum performance level to deliver any perfor-
mance shares.
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OUTCOME OF SHARE PROGRAM 2014/17

Allocation of
performance shares
Out- Weight, Alloca-
% come, % % tion, %

2016/17

Mini- Maxi- Actual,
Financial target mum, % mum, %
Adjusted EBITA
growth 2016/17 vs.
2015/16 4 21 1 0 50 0
Business volume
growth 2016/17 vs.

2015/16 -2 1 -4 0 50 0
Total allocation of
performance shares 0

Convertible bonds

In April 2012 Elekta conducted an issue of convertible bonds, which matured
in April 2017. The issue raised approximately SEK 1,894 M for the Company,
before transaction costs. The matured loan was repaid with an amount of
SEK 1,820 M. The conversion price was SEK 97.50 and bondholders had the
right to require conversion into shares at any time until March 28, 2017. As
per April 30, 2017, a total of 730,769 A-shares and 30,960 B-shares had been
subscribed through conversion of convertible bonds into shares, whereof
730,769 of A-shares and 8,593 of B-shares were converted in fiscal year
2016/17. When the convertible matured the registrated number of shares

of series A were 14,980,769 and the number of registrated shares of series B
were 368,587,640.

OWNERSHIP STRUCTURE APRIL 30, 2017

Percent- Percent-  Average

No. of age of age of No. per

Shareholding, share- share- No. of share share-
No. of shares holders holders shares capital holder
1-500 15,433 58.7% 2,585,696 0.7% 168
501-1,000 3,858 14.7% 3,177,146 0.8% 824
1,001-10,000 6,009 22.9% 18,140,729 4.7% 3,019
10,001-100,000 731 2.8% 19,765,422 5.2% 27,039
100,001~ 254 09% 339,899,416 88.6% 1,338,187
Total 26,285  100.0% 383,568,409  100.0% 14,593

Source: Euroclear Sweden

MAJOR SHAREHOLDERS APRIL 30, 2017

Percentage of

Owner No. of shares capital votes
Laurent Leksell and companies 24,037,393 6.3% 30.6%
Fourth Swedish National

Pension Fund 22,707,041 59% 4.4%
AMF Pensionsférsckring

and AMF Fonder 21,036,410 5.5% 4.1%
Sweden Robur Funds 20,882,624 5.4% 4.0%
JPM Chase NA 17,857,522 4.7% 3.4%
Nordea Investment Funds 17,744,273 4.6% 3.4%
Alecta 12,939,000 3.4% 2.5%
Second Swedish National

Pension Fund 11,074,560 2.8% 2.1%
Skandia 8,607,096 2.2% 1.7%
State Street Bank &

Trust Com. Boston 6,392,781 1.7% 1.2%
Other 220,289,709 57.5% 42.6%
Total 383,568,409 100.0% 100.0%

Source: Euroclear Sweden and Finansinspektionen
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The table on page 44 lists the 10 largest known shareholders in Elekta AB
as of April 30, 2017. Foreign ownership was approximately 44 (40) percent.
Foreign holdings which are held by trustees may include other large share-
holders with undisclosed holdings, even if no other foreign shareholder has
declared holdings above 5 percent.

CHANGE IN SHARE CAPITAL UNTIL APRIL 30, 2017

Total number  Total share

Year Transaction of shares capital
1994 New issue 7,397,180 36,985,900
1994 Exercise of warrants 7,897,180 39,485,900
1997 New issue 10,497,451 52,487,255
2000 New issue 27,853,617 139,268,085
2001 Conversion of debentures 31,661,867 158,309,335
2001 Exercise of warrants 31,678,867 158,394,335
2002 Exercise of warrants 32,181,742 160,208,710
2003 Exercise of warrants 32,647,067 163,235,335
2003 Conversion of debentures 32,781,267 163,906,335
2003 Exercise of warrants 32,953,967 164,769,835
2003 Redemption of shares 31,066,254 155,331,270
2004 Exercise of warrants 31,567,454 157,837,270
2005 Exercise of warrants 31,596,236 157,981,180
2005 Bonus issue 31,596,236 189,577,416
2005 Split 3:1 94,788,708 189,577,416
2005 Cancellation of repurchased shares 94,114,008 188,228,016
2005 Exercise of warrants 94,194,372 188,388,744
2006 Exercise of warrants 94,451,456 189,902,912
2006 Redemption of shares 93,649,756 187,299,512
2006 Exercise of warrants 93,741,598 187,483,196
2007 Exercise of warrants 93,880,090 187,760,180
2007 Conversion of debentures 93,900,016 187,800,032
2007 Exercise of warrants 92,272,445 187,806,632
2007 Cancellation of repurchased shares 93,903,316 184,544,890
2008 Exercise of warrants 93,075,863 186,151,726
2008 Cancellation of repurchased shares 92,124,563 184,249,126
2009 Exercise of warrants 92,237944 184,475,888
2010 Exercise of warrants 94,188,044 188,376,088
2011 Exercise of warrants 94,769,763 189,539,526
2012 Exercise of warrants 95,701,670 191,403,340
2012 Split 4:1 382,806,680 191,403,340
2012 Conversion of convertible loan 382,807,329 191,403,665
2013 Conversion of convertible loan 382,828,114 191,414,057
2014 Conversion of convertible loan 382,828,765 191,414,383
2015 Conversion of convertible loan 382,829,045 191,414,523
2016 Conversion of convertible loan 382,829,047 191,414,524
2017 Conversion of convertible loan 383,568,409 191,784,205
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THE ELEKTA SHARE
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DATA PER SHARE

2012/13") 2013/14 2014/152015/16 2016/17

Earnings per share

before dilution, SEK 3.52 3.01 145  0.36 0.33

after dilution, SEK 3.52 3.00 145 036 0.33
Cash flow per share

before dilution, SEK 3.17 1.31 1.78  1.00 2.69

after dilution, SEK 3.17 1.24 1.78  1.00 2.69
Shareholders’ equity per share

before dilution, SEK 1455 1639 1741 1679 1773

after dilution, SEK 1455  20.32 1741 1679 1773
Dividend, SEK 2,002  2.00? 050 050 1.00%
Share price, Elekta series B,
April 30, SEK 99.65 9100 7800 5870 9245
Market capitalization,
April 30, SEKM 38,127 34,697 29,740 22,382 34,076
Lowest share price, SEK 7688 8210  66.10 51.60 57.50
Highest share price, SEK 104.50 11560 9505 7870  93.15
Average number of shares

before dilution, 000’s 380,672 381,277 381,287 381,288 381,306

after dilution®, 000’s 380,672 400,686 381,287 381,288 381,306
Number of shares, April 30%)

before dilution, 000’s 381,270 381,287 381,287 381,288 382,027

after dilution, 000’s 381,270 400,696 381,287 381,288 382,027

1) In September 2012 a 4:1 share split was conducted

2) Ordinary dividend SEK 1.50 and extraordinary dividend SEK 0.50

) Proposed dividend

) Number of shares used in the calculation of earnings per share in
accordance with I1AS 33

5) Number of registered shares at closing excluding treasury shares

(1,541,368 per April 30, 2017)

3
4

Financial calendar
Three-month interim report May-July 2017/18 23 August, 2017
23 August, 2017

1December, 2017

Annual general meeting
Six-month interim report May-October 2017/18
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Five year review and key figures

Five year review and key figures

INCOME STATEMENT

SEKM 2012/13 2013/14 2014/15 2015/16 2016/17
Net sales 10,339 10,694 10,839 11,221 10,704
Operating expenses excl. amortization, depreciation and items

affecting comparability -7,932 -8,393 -9,221 -9,417 -8,887
Depreciation -110 -118 -146 -165 -156
EBITA before items affecting comparability and bad debt losses 2,297 2,183 1,472 1,639 1,661
Bad debt losses -0 -0 -166 -149 -46
Amortization -239 -295 -366 -469 -499
EBIT before items affecting comparability 2,058 1,888 940 1,021 1,115
Items affecting comparability -46 -161 -3 -598 -518
Operating result 2,012 1,727 937 423 598
Financial net -212 -225 -221 -234 -258
Profit before tax 1,800 1,502 716 189 340
Taxes -449 -350 -158 -44 -214
Profit for the year 1,351 1,152 558 145 126
Attributable to:

Parent Company shareholders 1,340 1,148 552 137 125
Non-controlling interests 11 4 6 8 1

1) Data not available for bad debt losses.

CASH FLOW

SEKM 2012/13 2013/14 2014/15 2015/16 2016/17
Operating flow 1,894 1,692 1,299 709 767
Changes in working capital -24 -417 524 461 1,051
Cash flow from operating activities 1,870 1,275 1,823 1,170 1,819
Continuous investments -578 -781 -956 -774 -774
Cash flow after continuous investments 1,292 494 867 396 1,045
Acquisition of operations -84 4 -188 -12 -18
Cash flow from investing activities -662 -777 -1,144 -786 792
Cash flow after investments 1,208 498 679 384 1,027
Cash flow from financing activities -380 -888 186 -1,303 -55
Cash flow for the year 828 -390 865 -920 972

BALANCE SHEET

SEKM 2013-04-30 2014-04-30 2015-04-30 2016-04-30 2017-04-30
Intangible assets 6,424 6,845 8,174 8,210 8,704
Tangible fixed assets 487 624 881 803 795
Financial assets 236 359 371 364 308
Deferred tax assets 92 143 224 281 375
Inventories 850 1,078 1,297 1,135 936
Receivables 5,651 6,596 6,972 6,375 6,450
Cash and cash equivalents 2,567 2,247 3,265 2,273 3,383
Total assets 16,307 17,892 21,184 19,441 20,950
Shareholders’ equity 5,560 6,257 6,646 6,412 6,774
Interest-bearing liabilities 4,552 4,486 6,033 4,950 5,272
Interest-free liabilities 6,195 7,149 8,505 8,079 8,905
Total shareholders’ equity and liabilities 16,307 17,892 21,184 19,441 20,950
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Five year review and key figures

KEY FIGURES
2012/13 2013/14 2014/15 2015/16 2016/17
Gross order intake, SEK M n/a n/a 12,825 13,821 14,064
Net order intake, SEK M 12,117 12,253 11,907 12,880 n/a
Order backlog, SEKM 11,942 13,609 17,087 18,239 22,459
Operating margin, % 19 16 9 4 6
Profit margin, % 17 14 7 2 3
Shareholders' equity, SEK M 5,560 6,257 6,646 6,412 6,774
Capital employed, SEKM 10,112 10,743 12,678 11,360 12,046
Net debt, SEK M 1,985 2,239 2,768 2,677 1,889
Equity/Assets ratio, % 34 35 31 33 32
Net debt/Equity ratio, multiple 0.36 0.36 0.42 0.42 0.28
Interest cover ratio, multiple 12.6 10.6 6.7 4.4 6.0
Return on shareholders' equity, % 27 21 9 2 2
Return on capital employed, % 21 17 9 4 5
Investments in tangible and intangible assets, SEK M 544 726 982 874 681
Depreciation and amortization, SEK M -349 -414 -512 -634 -655
Operational cash conversion, % 79 60 126 111 145
Average number of employees 3,336 3,631 3,679 3,677 3,581
GROSS ORDER INTAKE" EQUITY AND PROFIT CASH FLOW AFTER
AND ORDER BACKLOG EQUITY/ASSETS RATIO BEFORE TAX CONTINUOUS INVESTMENTS
SEK M SEK M % SEK M SEK M
24,000 8,000 80 2,000 2,000
18,000 6,000 1,500 1,000
12,000 4,000 1,000 0
6,000 2,000 500 -1,000
0 0 0 0 -2,000
12/13 13/14 14/15 15/16 16/17 12/13 13/14 14/15 15/16 16/17 12713 13/14 14/15 15/16 16/17 12713 13/14 14/15 15/16 16/17
B Continuous investments
M Gross order intake B Equity B Change in working capital
B Order backlog e Equity/Assets ratio Operating flow

1) Data not available for the years 12/13
and 13/14
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Corporate governance report

Corporate governance report 2016/17

Elekta AB (publ) is a Swedish public limited liability company listed on NASDAQ Stockholm. Elekta considers good corporate
governance, including risk management and internal control, to be an important element of a successful business operation

since it provides opportunities for maintaining confidence among customers, patients, shareholders, authorities and other
stakeholders. Elekta’s corporate governance report 2016/17 was prepared by the Company’s board of directors, in accor-
dance with the annual accounts act and the Swedish corporate governance code, as a separate report from the board of
directors’ report, and it has been reviewed by the Company’s external auditor.

Elekta AB (publ) is referred to as “Elekta AB”, “the Company” or “the Parent
Company” and the Elekta Group, which includes Elekta AB and its subsidiar-
ies, is referred to as “Elekta” or “the Group”.

Elekta has implemented and complied with the Swedish corporate gov-
ernance code (the corporate governance code) with one exception during
the fiscal year of 2016/17. Elekta’s nomination committee resolved to appoint
the chairman of the board of directors, Laurent Leksell, as chairman of the

Chairman’s comments 2016/17

Elekta is a global medical technology company pio-
neering significant innovations and clinical solutions
for treating cancer and brain disorders. Our primary
purpose is to help clinicians improve patients’ lives
and Elekta’s clinical solutions contribute to treat-
ment of close to 1.5 million patients annually, all
around the world. Thus, we have a major responsibil-
ity towards our customers and their patients.

As a manufacturer of medical devices, Elekta’s
operations are governed by requirements and stan-
dards established by regulatory authorities in various
countries, as well as by our own policies and proce-
dures, including our code of conduct. Elekta is fur-
thermore listed on NASDAQ Stockholm and has an
international shareholder base, which contributes
to the high demands we set on Elekta’s governance,
including risk management and internal control.

The board emphasizes its work with Elekta’s strat-
egy and international development, as well as cor-
porate governance. The purpose of Elekta’s gover-
nance framework is to create, preserve, and realize
value for our shareholders as well as to provide and
secure a sustainable and reliable operation.

During the past few years, Elekta has therefore
implemented and strengthened our internal control
framework, and reinforced group functions for risk
and quality management further. This will enable us
to manage and mitigate risks in a more structured
manner. We are also very pleased with our updated
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nomination committee. This was motivated by the fact that Laurent Leksell,
in his capacity as the major shareholder, is well suited to effectively lead the
work of the nomination committee in order to achieve the best result for
the Company’s shareholders. According to point 2.4 of the Corporate Gov-
ernance Code, the chairman of the board of directors is not to be the chair-
man of the nomination committee.

and well established com-
pliance program. Elekta
has zero tolerance towards
all actions that do not
comply with or follow regu-
lations, our code of con-
duct and other business

policies. We strive for, and
expect, the highest ethical business standard.

Elekta completed a transformation program
during the year, which was launched in June 2015.
The aim of the program was to secure improved
financial performance as well as operational excel-
lence. All activities included in the program have laid
a foundation needed in order to achieve long-term
profitable growth.

We on the board continue to support and monitor
the company to ensure that we reach our strategic
and financial objectives. We are fully confident in
that the actions that are being established and
implemented by executive management will con-
tribute to a positive future, and the further develop-
ment of Elekta.

July 10 2017

Laurent Leksell
Chairman of the board
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As per April 30, 2017
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Other; Controlling, HR
Legal and Security/IT

o Shareholders

President and CEO ¢ .

Executive Management

Ownership structure

At the end of the fiscal year, Elekta AB had 26,285 shareholders, of whom

56 percent were domiciled in Sweden. At April 30, 2017, the largest share-
holders were Laurent Leksell with companies, with 30.6 percent of the votes,
and the Fourth Swedish National Pension Fund with 4.4 percent of the votes.
Read more about the share and shareholders on pages 44-45.

Shares and votes

Elekta AB's B share is listed on NASDAQ Stockholm. On April 30, 2017, the
total number of registered shares in Elekta AB was 383,568,409 divided
between 14,980,769 Series A shares and 368,587,640 Series B shares. At the
general meetings of shareholders, which is the forum in which shareholders
may exercise influence, Series A shares entitle the holder to 10 votes, while
Series B shares carry one vote each. Read more about the share and share-
holders on pages 44-45.

Dividend policy

Elekta’s goalis to provide shareholders with a favorable return and value
growth. The policy is to distribute at least 30 percent of profit for the year in
the form of dividends, repurchase of shares or comparable measures. A div-
idend decision is based on Elekta’s financial position, earnings trend, growth

potential and investment requirements.

General meeting of shareholders

The general meeting of shareholders is Elekta AB:s highest decision-mak-
ing body. In addition to the annual general meeting of shareholders (ordi-
nary general meeting of shareholders), extraordinary general meetings of
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shareholders may be held at the discretion of the board of directors or, if
requested by the external auditor or by shareholders holding at least 10 per-
cent of the shares. Decisions are normally made by a simple majority, and in
elections, the person receiving the most votes is deemed elected. The Swed-
ish companies act requires certain decisions, such as amendments of the
articles of association and the transfer of shares to employees participat-
ing in equity-based long-term incentive programs, to be made by a qual-
ified majority. Disclosures on direct or indirect shareholdings in Elekta AB
representing at least one-tenth of the voting rights, and information about
authorizations by the general meeting of shareholders for the board of
directors to decide upon acquisition of own shares are set out on page 27.

Annual general meeting of shareholders
The annual general meeting of shareholders is held in Stockholm, Sweden.
The date and venue for the meeting will be announced on Elekta’s website
www.elekta.com not later than in connection with the third interim report
May-January. Notification of the annual general meeting is published,
according to the rules of the Swedish companies act, not earlier than six
weeks and not later than four weeks in advance of the meeting.
Shareholders who cannot attend in person may be represented by an
authorized proxy. Only shareholders included in the shareholder register are
entitled to vote. Shareholders with trustee-registered shares who wish to
vote must request that they be entered in the shareholder register by the
record date for the annual general meeting. The annual general meeting is
held in Swedish, but all relevant documentation is also available in English.
At the annual general meeting, shareholders have the opportunity to ask
questions. Elekta always strives to ensure that the members of the board of
directors, the executive management and the external auditor are present
at the annual general meeting.

49



Corporate governance report

50

2016 annual general meeting of shareholders

The 2016 annual general meeting of shareholders was held in Stockholm on
September 1, 2016. The meeting was attended by 330 shareholders, either
personally or by proxy, corresponding to approximately 65 percent of the
votes in the Company. All members of the board of directors were present
at the meeting. The 2016 annual general meeting of shareholders resolved
on the following:

e Adividend payment of SEK 0.50 per share to shareholders

e Discharge of the members of the board of directors, and the President
and CEO, Niklas Savander and Tomas Puusepp respectively from liability
for management in the 2015/16 fiscal year

o Adoption of fees to the board of directors totaling SEK 4,295,000
(unchanged), of which SEK 1,075,000 (unchanged) to the chairman of
the board of directors and SEK 460,000 (unchanged) to each of the other
external members of the board of directors, as well as remuneration for
board committee work of a total SEK 770,000 (unchanged), of which
SEK 90,000 (unchanged) to the chairman of the executive compensation
and capability committee and SEK 50,000 (unchanged) to each of the
other members of the committee, and SEK 200,000 (unchanged) to the
chairman of the audit committee and SEK 110,000 (unchanged) to each
of the other members of the committee

e Re-election of members of the board of directors Luciano Cattani,
Annika Espander Jansson, Laurent Leksell, Siaou-Sze Lien, Johan
Malmaquist, Tomas Puusepp, Wolfgang Reim, Jan Secher and Birgitta
Stymne Goéransson. Laurent Leksell was re-elected chairman of the
board of directors

e Re-election of PwC as external auditor, with authorized public accountant
Johan Engstam as the auditor in charge

o Adoption of guidelines for remuneration of senior executives

o Adoption of equity-based long-term incentive program, Performance
Share Plan 2016, to encompass 11 key employees of the Group

e Acquisition and transfer of own shares

Further information regarding the annual general meeting 2016, including
the minutes, is available at www.elekta.com. No other general meetings of
shareholders were held during the 2016/17 fiscal year.

2017 annual general meeting of shareholders

The 2017 annual general meeting of shareholders will be held in Stockholm,
Sweden, at Moderna Museet on August 23, 2017 at 2:00 pm. More informa-
tion regarding the 2017 annual general meeting of shareholders is available
at www.elekta.com.

e Nomination committee

Procedure for appointment of nomination committee

The 2016 annual general meeting of shareholders resolved that the nomina-
tion committee for the 2017 annual general meeting of shareholders would
be appointed through a procedure whereby the chairman of the board of
directors, before the end of the second quarter of the fiscal year, would con-
tact the four largest shareholders in terms of voting rights, besides the share-
holder or shareholders the chairman of the board of directors may represent
as of the last banking day of September. These shareholders would be given
the opportunity to appoint one person each who, together with the chair-
man of the board of directors, would constitute the nomination committee.
The chairman of the nomination committee would, unless the nomination
committee unanimously decides otherwise, be the member of the nomi-
nation committee appointed by the largest shareholder in terms of voting
rights. The nomination committee would be entitled to appoint a person as
a co-opted member to the nomination committee. Such a co-opted member
would not participate in the nomination committee’s resolutions. No remu-
neration would be paid to the members of the nomination committee.

Composition of the nomination committee for

the 2017 annual general meeting of shareholders

The composition of the nomination committee for the 2017 annual general
meeting of shareholders was announced in a press release on November 9,

The work of the board of directors including some important agenda items in 2016/17

One meeting
e Year-end report

o Meeting with auditors and review of external audit
report for the full year

e Report from the audit committee
e Review of budget fiscal year 2016/17 incl. financial targets

e Proposal for dividend and authorization on acquisition of
own shares

o Adoption of annual report
(including all reports included
therein)

e Update and review of the company transformation program
e Update and review of the software comprehensive program

e Report from the executive compensation and capability
committee, including the long-term incentive program

o Approval of the terms for Tomas Puusepp as executive
director of the board

e Long-term financing

One meeting

e Adoption of notice and final
proposals to the AGM

o Approval of the board’s rea-
soned statement regarding
share repurchase and state-
ment with respect to dividend

Two meetings

o AGM

e Inaugural board meeting

o Appointment of the committees after the AGM

e Adoption of working instructions for board,
committees and the President and CEO

e Two-day meeting in conjunction with ASTRO in
Boston focusing on innovation within oncology

e Update and discussion on the business operations
in region North and South America

o Update and review of company transformation
program

2016 JUNE JULY AUGUST SEPTEMBER OCTOBER

One meeting
o Adoption of budget 16/17

One meeting
o Interim report Q1
e Update and review of company improvement program

o Adoption of the Company code of conduct and relevant
policies, directives and instructions
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2016. The nomination committee for the 2017 annual general meeting of
shareholders comprises:

e Laurent Leksell, chairman of the board of directors and representing
his own and related parties’ holdings

o Per Colleen - appointed by the Fourth Swedish National Pension Fund
e Thomas Flodén - appointed by AMF Pensionsférsdkring and AMF Fonder
e Magnus Henjeby - appointed by Nordea Investment funds

o AsaNisell - appointed by Swedbank Robur Fonder

The nomination committee has appointed Laurent Leksell as chairman of
the nomination committee. The nomination committee has further resolved
to co-opt Caroline Leksell Cooke without voting rights to the nomination
committee. The assignment for the nomination committee is valid until the
end of the next annual general meeting of shareholders, or, where applica-
ble, until a new nomination committee has been appointed.

Preparation for the 2017 annual

general meeting of shareholders

The role of the nomination committee ahead of the annual general meet-
ing of shareholders includes: Proposing a chairman of the annual general
meeting of shareholders, chairman of the board of directors, members of
the board of directors, auditor, fees to the board of directors and fees to the
auditor and the procedure for appointing the nomination committee.

The nomination committee held four meetings prior to the 2017 annual
general meeting of shareholders. For the composition of the board of direc-
tors, the nomination committee paid particular attention to the Company’s
strategy, operations, stage of development and other conditions. The com-
position also meets the requirements stipulated in item 4.1 of the corporate
governance code regarding diversity and a breadth of qualifications, expe-
rience and background among board members. The nomination commit-
tee does not yet believe that the composition of the board of directors fully
meets the requirement of striving for gender balance on the board. Of the
nine board members, three are women and six men, meaning that the per-

Corporate governance report

centage of women is 33 percent (unchanged). The nomination committee
believes that it is important to continue to strive for gender balance on the
board. As a diversity policy, the nomination committee has applied rule 4.1
of the code when preparing its proposal.

Annually an evaluation of the board of directors’ work, expertise, com-
position and independence of its members is initiated by the board of direc-
tors, partly to assess the preceding year, partly to identify areas for devel-
opment for the board of directors. The evaluation is performed with support
from an evaluation form and by discussions as well as by individual inter-
views of the board members performed by the chairman of the board. The
conclusion is presented to the nomination committee by the chairman of
the board.

The nomination committee’s complete proposals for the 2017 annual
general meeting of shareholders and reasoned statement is published in the
notice convening the 2017 annual general meeting of shareholders, which is
available at www.elekta.com

9 External auditor

Appointment of the external auditor

The external auditor of Elekta AB is appointed by the annual general meet-
ing of shareholders for a period until the end of the next annual general
meeting of shareholders.

External auditor and auditor in charge
The 2016 annual general meeting of shareholders re-elected PwC as external
auditor with Johan Engstam as auditor in charge. PwC has been the external
auditor of Elekta AB since the 2012 annual general meeting of shareholders.
Johan Engstam was born in 1966 and is an authorized public accountant.
During the year, he was also the auditor in charge of MedCap AB, Tobii and
Astra Zeneca AB. He has no assignments in any other company that affect
his independence as the auditor in charge of Elekta AB.

Two meetings
o Interim report Q2

e Meeting with auditor and review of
external audit report

e Report from the executive compensation
and capability committee

e Report from audit committee

e Update and review of the company
transformation program

e Long-term financing

NOVEMBER DECEMBER 2017

JANUARY

One meeting

e Business and financial update

One meeting

o Market overview

e General financial update

o Review of draft interim report Q3

e Update and review of the business opera-

tion within the product area Neuroscience .
One meeting

Report from compliance function
° ep P e Market overview
e Update and review of the company and financial update

transformation program ) . .
preg e Review of budget direction

o Review of board evaluation and financial targets

FEBRUARY MARCH APRIL

One meeting

o Interim report Q3

e Approval of direction in the

budget directive
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Responsibility

The audit engagement includes the audit of the annual report and consol-
idated accounts of Elekta AB, the proposed appropriations of the Compa-
ny’s profit or loss and the administration of the board of directors and the
President and CEO of Elekta AB. The audit engagement also includes review-
ing whether the guidelines for remuneration of senior executives adopted by
the annual general meeting of shareholders have been complied with. The
audit engagement also includes a review of the interim report for the second
quarter, as well as a statutory audit of the corporate governance report.

Work during the year
PwC has performed the audit of Elekta for the 2016/17 fiscal year, based on
arisk-based external audit plan, resulting in the unqualified auditor’s report
and statement, which are available on page 106-108 and at www.elekta.com.

During the year, the audit committee updated guidelines regarding the
type of services in addition to audit services, known as permissible non-
audit services, that Elekta may procure from the external auditor in order to
assure that the impartiality and independence of the external auditor is not
put at risk. Permissible non-audit services may not exceed 70 percent of the
cost for audit services measured over a three-year period. The audit com-
mittee may decide to make exceptions under certain circumstances.

Non-audit services procured from the external auditor during the 2016/17
fiscal year adhered to the guidelines established and comprised tax consul-
tancy and other services such as consultancy work related to internal control
and accounting principles.

The fees to the external auditor for the 2016/17 fiscal year are reported in
Note 8.

o Board of directors

Appointment of the board of directors

The board of directors of Elekta AB (“the board”) is appointed by the annual
general meeting of shareholders for a period until the end of the next annual
general meeting of shareholders. According to the articles of association of
Elekta AB, the board is to have between three and 10 members with no more
than five deputy members. There are no other rules in the articles of associa-
tion concerning the appointment or removal of members of the board.

Composition and independence of the board of directors

The board of directors comprises nine members. The members of the board
are Laurent Leksell, who is also the chairman of the board, Luciano Cattani,
Annika Espander Jansson, Siaou-Sze Lien, Johan Malmaquist, Tomas
Puusepp, Wolfgang Reim, Jan Secher and Birgitta Stymne Géransson.
There are neither deputy board members nor employee representatives

on the board.

The general counsel serves as secretary for the board.

The composition of the board meets applicable independence require-
ments as seven of the nine members of the board have been deemed inde-
pendent in relation to the Company, the executive management and major
shareholders. These seven members are: Luciano Cattani, Annika Espander
Jansson, Siaou-Sze Lien, Johan Malmquist, Wolfgang Reim, Jan Secher and
Birgitta Stymne Géransson.

Attendance at board meetings is shown on pages 58-59.

Responsibility
The board’s work is regulated by the Swedish Companies Act, the articles of
association, the corporate governance code and the working instructions
for the board of directors.

The board is responsible for the organization of Elekta AB and the man-
agement of the Company’s operations in the interest of the Company
and all shareholders. This includes appointing a President and CEO who is
responsible for managing the day-to-day operations in accordance with
instructions from the board. The responsibilities for the board also include:

e Establishing overall goals and strategy

o Defining guidelines to govern ethical conduct with the purpose of ensur-
ing the long-term ability to create value

e Ensuring an effective system for follow-up and control of the company’s
operations and risks that the company and its operations are exposed to

e Ensuring a satisfactory process for monitoring compliance with laws and
regulations and other regulatory compliance requirements applicable for
the company as well as compliance with internal company regulations

e Ensuring that external information and communications are character-
ized by openness, and that they are accurate, reliable and relevant

The working instructions for the board of directors establish that the board
is to:

e Hold at least seven ordinary meetings per year

o Adopt finance and foreign exchange policies

e Adopt a code of conduct

e Approve along-term plan and budget, including an investment budget

e Approve investments and similar decisions where the amount of the
transaction exceeds SEK 5 M if such a transaction falls outside the
approved investment budget

e Decide on acquisition or sale of real property or shares, or acquisition or
sale of the assets of, or a major part of the assets of, another company

e Decide on the establishment and liquidation of subsidiaries

o Adopt guidelines for remuneration of senior executives to be approved by
the annual general meeting of shareholders

e Decide on terms of employment for the President and CEO according to
guidelines for remuneration of senior executives approved by the annual
general meeting of shareholders

e Adopt the annual report, year-end report and interim reports

Within the board, there is no special distribution of responsibilities among
the members of the board in addition to the duties that the board has dele-
gated to the executive compensation and capability committee and to the
audit committee respectively.

Risk management

Risk management, internal governance and internal control are key com-
ponents of Elekta’s strategy and management processes. Elekta’s board

of directors assumes the overall responsibility for establishing an efficient
risk management, internal governance and internal control system. The
responsibility for maintaining the system is delegated to the President and
CEO, who is assisted by the executive management and specifically estab-
lished committees, functions and employees. Functions that are responsi-
ble for risk management, internal governance and internal control continu-
ously report on the status directly to the board of directors and/or the audit
committee.

Elekta’s risk work focuses on assessing and managing strategic risks,
operating risks, legal and regulatory risks, market and external risks and
financial risks. A risk assessment is performed once a year in order to iden-
tify the risks related to the achievement of established objectives, compli-
ance with laws and regulations, and financial reporting. The board of direc-
tors also manages subjects for decision that include risk management in, for
example, Elekta’s strategy and management processes and business deci-
sions. Find out more about risk management in the board’s report on risk
management and internal control over financial reporting on pages 56-57.

Work during the year

During the 2016/17 fiscal year, the board held 12 minuted meetings. Atten-
dance at board meetings is shown on pages 58-59. These meetings are nor-
mally held at the Elekta’s head office in Stockholm. Representatives from the
executive management and other senior managers regularly attend board
meetings to report on matters within their respective area of responsibility.
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For ordinary board meetings, an agenda with decision supporting material is
available ahead of the meetings. The work of the board including important
agenda items in 2016/17 is on page 50-51.

4.1 Executive compensation and capability committee
Appointment of the executive compensation and capability committee
The board shall appoint an executive compensation and capability commit-
tee (“the executive compensation and capability committee” or “ECCC"),
which shall consist of at least two members of the board, of whom at least
one shall be independent of the Company and its executive management.

Composition

The executive compensation and capability committee consists of four
members appointed by the board at the first board meeting following the
election of the board by the annual general meeting of shareholders for a
term of one year. The members of the committee are Laurent Leksell, who

is also the chairman of the committee, Luciano Cattani, Siaou-Sze Lien, and
Johan Malmquist. Attendance at committee meetings and independence
are shown on pages 58-59. The President and CEO also attends the commit-
tee’s meetings and the Group VP Human Resources serves as secretary for
the committee.

Responsibility

The objective of the executive compensation and capability committee is to
ensure a fair and equitable remuneration scope and structure for manag-
ers at Elekta. Such remuneration should be designed to contribute to gen-
erating maximum value for shareholders and customers, while maintaining
the Group’s market competitiveness. It should further be designed to ensure
the Group's ability to attract, motivate and retain managers who are key to
achieving the business objectives of the Group. This applies to remuneration
structures for the executive management and for other remuneration struc-
tures targeting all Elekta managers. The objective of the committee is also
to ensure succession planning and reviews of management succession plans
for senior management levels and other Group-critical positions, and to
ensure gender and diversity analysis and actions. Furthermore, the objective
of the committee is to ensure senior management competencies and capa-
bilities including organization development programs. The committee works
in accordance with directives for the executive compensation and capability
committee adopted by the board. The committee keeps the board regularly
informed and refers matters to the board for decision as necessary.

Work during the year

During the 2016/17 fiscal year, the executive compensation and capability
committee held eight minuted meetings. Attendance at committee meet-
ings is shown on pages 58-59. The most important agenda items at the
meetings were:

e Remuneration review including variable remuneration of the executive
management

e Evaluation and update of Elekta’s performance share plan for the
executive management

e Preparations for a new long-term incentive program for 2016/17 for key
individuals not included in the executive management

o Follow-up of compliance with the guidelines for remuneration of senior
executives approved by the annual general meeting of shareholders

e Evaluation of update of Elekta’s benchmarking system, global perfor-
mance management

e Succession planning and reviews of management succession plans for
senior management levels and other Group-critical positions

e Preparation of the board’s recommendations regarding guidelines for
remuneration of senior executives for the next annual general meeting
of shareholders

Elekta Annual Report 2016/17
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4.2 Audit committee

Appointment of the audit committee

The board shall appoint an audit committee, which shall consist of at least
three members of the board with at least one qualifying as a financial
expert. The majority of the committee members are to be independent of
the Company and its executive management. At least one member of the
committee who is independent of the Company and its executive manage-
ment shall also be independent of the Company’s major shareholders.

Composition
The audit committee consists of four members, which were appointed by
the 2016 annual general meeting of shareholders for the period until the
next annual general meeting. The members of the committee are Birgitta
Stymne Géransson, who is also the chairman of the committee, Jan Secher,
Wolfgang Reim and Annika Espander Jansson. Independence of the mem-
bers is shown on pages 58-59.

The President and CEO, the CFO and the Chief Audit Executive also
attend the committee’s meetings as well as the external auditor as applica-
ble. The general counsel serves as secretary for the committee.

Responsibility

The objective of the audit committee is to monitor the Group's financial
reporting and the effectiveness of the Group's internal control, internal audit
and risk management. The objective is also to keep itself informed about
the external audit of the annual report and consolidated report of Elekta AB
as well as to review and monitor the impartiality and independence of the
external auditor, and pay particular attention if the external auditor pro-
vides the Group with services other than audit services. Furthermore, the
objective is to assist the nomination committee in preparing the proposal to
the annual general meeting of shareholders regarding election of external
auditor. The committee works in accordance with working instructions for
the audit committee adopted by the board. The committee keeps the board
regularly informed and prepares matters to the board for decision.

Work during the year

During the fiscal year 2016/17, the audit committee held four minuted meet-
ings. Attendance at committee meetings is shown on pages 58-59. The
most important agenda items at the meetings were:

e Review of interim reports, year-end report and annual report 2016/17
e Review of accounting principles

e Balance sheet review and cash flow analyses

e Monitoring of the global internal control project
e Review of the finance organization

e Review of charter for the internal audit function
e Approval of internal audit plan

e Review of internal audit reports

e Review of compliance reports

e Review of external audit plan

e Review of external audit reports

e Evaluation of the external audit

e Evaluation and update of guidelines for permissible non-audit services

e President and CEO

Appointment of the President and CEO
The board appoints Elekta AB's President and CEO.

Richard Hausmann was appointed President and CEO of Elekta AB on
June 10, 2016. More information about Richard Hausmann is provided in the
presentation of the executive management on page 60. Richard Hausmann
succeeded Tomas Puusepp. More information about Tomas Puusepp is avail-
able in the presentation of the board of directors on pages 58-59. Remuner-
ation of the President and CEO is described in Note 5.

53



Corporate governance report

Responsibility

The President and CEO is responsible for the day-to-day management of
the Company in accordance with applicable laws and regulations as well as
internal steering documents including the working instructions for the Chief
Executive Officer adopted by the board and other instructions from the
board. The President and CEO also represents the Group in various contexts,
leads the work of the executive management and makes decisions in consul-
tation with the members of the executive management.

e Executive management

Appointment of the executive management
The President and CEO appoints the members of the executive manage-
ment following approval by the board of directors.

Composition

As of April 30, 2017, Elekta’s executive management comprised the President
and CEO, the Chief Financial Officer (“CFO"), the Chief Commercial Offi-
cer ("CCO"), Chief Marketing Officer (“CMQ"), the Chief Operating Officer
("COQ"), Chief Strategy Officer (“CSQO”), Chief Technology Officer (“CTO"),
the Executive Vice President Region North Americas, the Executive Vice
President Legal and Compliance, and the Executive Vice President Human
Resources. During the 2016/17 fiscal year, the Executive Vice President Global
Engineering role was excluded from the executive management as per
November 1, 2016, and the marketing and strategy function was divided
between Chief Marketing Officer and Chief Strategy Officer as per February
13, 2017. A presentation of the executive management is provided on page
60. Remuneration of the executive management is described in Note 5.

(6)

Management

Product Customer
lifecycle relationship
management [SMARAgEmMentl] management

Support

Responsibility

The President and CEO is responsible for and leads the work and meetings of
the executive management. The executive management makes joint deci-
sions following consultation with various parts of the Group.

Work during the year

The executive management meetings are normally held each week by tele-
phone and with regular intervals in conjunction with visits to the Group’s
various offices and facilities.

The most important agenda items at the meetings were strategic and
operational issues such as product development, acquisitions/divestments,
investments, market development, organization, long-term plans and bud-
get, and monthly and quarterly business and financial reviews.

o Compliance

to secure personal data management within the Group. Additionally, sus-
tainability issues have been included within the compliance function since
2017. Elekta’s Global Compliance Officer reports functionally to the General
Counsel but functions as an independent and objective body ensuring com-
pliance concerns are being appropriately resolved and reported to the board
of directors.

Work during the year

Focus areas during the year included the following:

e Further strengthening the compliance program to prevent corrup-
tion and clarifying regulations for Elekta’s interaction with healthcare
professionals

e Continuously updating the compliance function

e Training employees in Elekta’s code of conduct and steering documents
according to the long-term plan and the goals established by the board

e Ensuring program efficiency and risk-based due diligence of parties,
including business partners and distributors and agents, are imple-
mented within the Group in accordance with the goals established by
the board

e Continuing assistance to management and the local organization with
ongoing investigations of Elekta’s Italian operations regarding alleged
violations connected with public procurement

e Internalinvestigations including the preparation of proposed measures
in consultation with management and the board of directors

e Appointment of a compliance committee which, headed by the Global
Compliance Officer, supports the President and CEO and other key
members of the executive management in work following up incidents
and decisions on measures

o Establishing the framework for Elekta’s sustainability work with four
distinct focus areas and ensuring the Company has internal resources
to compile the external sustainability reports

Reporting to the board

Since the audit committee monitors regulatory compliance in the Group
on behalf of the board of directors, it is necessary to have regular informa-
tion about how the Company manages and prevents compliance risks. It is
important that the board is well informed of both the preventive measures
and any weaknesses in order to ask the right questions and remain a critical
auditor of the operations.

Since 2017, Elekta’s Global Compliance Officer presents the progress of
the risk-based compliance program at each quarterly committee meet-
ing, and reports on any incidents and the status of ongoing investigations.
Awritten compliance report is submitted at every information meeting.
The audit committee constantly monitors, on behalf of the board, any mat-
ters that may require greater focus and Elekta’s Global Compliance Officer is
present at each ordinary meeting with the audit committee.

In addition to continuous reporting, the board has during the year evalu-
ated and approved the long-term plan for preventive anti-corruption efforts
with clear goals for the coming fiscal year. The long-term plan is drawn up
based on risk analyses and the best international practise.

0 Quality assurance and regulatory affairs

Appointment

The compliance function is headed by a Global Compliance Officer.

Responsibility

The compliance function’s responsibilities are to review and evaluate com-
pliance issues within the organization and ensure that management and
employees of the Group are in compliance with the rules and ethical requ-
lations in the most significant risk areas such as anti-corruption and inter-
actions with healthcare professionals, export control and competition law.
Since 2017, the function is also responsible for implementing the program

54

Appointment

The quality assurance (QA) and regulatory affairs (RA) functions are headed
by Vice President Quality Assurance and Vice President Global Regula-

tory Affairs respectively, after a division of the quality and regulatory affairs
(Q&RA) function during the 2016/17 fiscal year.

Responsibility

The functions’ responsibilities include supporting management in its efforts
to comply with regulatory requirements for products, quality systems and
market entry. The functions provide transparency and interact with man-
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agement and external regulatory bodies. The functions are responsible for
the quality system infrastructure and compliance, product clearances and
approvals, and post market vigilance and recall reporting. The functions are
also responsible for and conduct internal audits of the quality system and
regulatory compliance. Vice President Quality Assurance and Vice President

Global Regulatory Affairs, respectively, report to the Chief Operating Officer.

Work during the year

e Ensuring product approval for regulatory market entry

e Implementation of internal audits

e Managing inspections from different authorities and organizations, all
with positive outcomes

e Interacting with authorities in different regulatory forums and represen-
tation in different industry associations in discussions with authorities
worldwide

e Internal audit

Appointment
The internal audit function is appointed by and reports to the audit commit-
tee and the board of directors.

Responsibility
The internal audit function is under the supervision of the Chief Audit Exec-
utive. The internal audit function is an independent and objective assurance
and consulting activity. Elekta’s Chief Audit Executive reports functionally
to the audit committee, and administratively to the Chief Financial Offi-
cer (CFO). The scope of the internal audit function encompasses the exam-
ination and evaluation of the adequacy and effectiveness of Elekta’s gov-
ernance, risk management and internal control processes as well as the
quality of performance in carrying out assigned responsibilities to achieve
the Group's objectives as part of the assurance activity. It also encompasses
consulting activities and advisory support in relation to Elekta’s governance,
risk management, and internal control processes.

The internal audit function works in accordance with the guidelines for
the internal audit function adopted by the board.

Work during the year
e Preparation and review of risk map as a basis for the internal audit plan
o Establishment of an internal audit plan

e Internal audit of risk and control matrices for processes encompassed
by the global internal control project

o Internal audit of the Group’s and subsidiaries’ various processes
based on arisk-based internal audit plan

e Special investigations

e Member of program management office for the global internal
control project

e External audit co-ordination
o Audit committee meeting planning and administration

e Internal audit reports to the executive management, the audit
committee and the board of directors

Elekta’s process for risk management and internal control

The board and its committees assume the overall responsibility for estab-
lishing effective governance of Elekta including risk management and inter-
nal control. The responsibility for designing, implementing and conducting
effective governance including risk management and internal control is del-
egated to the President and CEQ, who is assisted by the executive manage-
ment, other operational managers and personnel, the so-called “first line of
defense”.
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In addition, specifically established functions such as compliance, qual-

ity assurance, regulatory affairs, internal control, etc. provide guidance and
assessments on governance, risk management and internal control related
to their areas of expertise, the so-called “second line of defense,”. The inter-
nal audit function, the so-called “third line of defense”, provides indepen-
dent and objective assurance and advisory support to management on
governance, risk management and internal control.

Elekta has defined risk management and internal control as a process,
affected by the board and its committees, the President and CEO, the exec-
utive management and other managers and personnel, and designed to
provide reasonable assurance regarding the achievement of objectives
relating to:

Operations
o Effectiveness and efficiency of operations

e Safeguarding of assets against loss

Reporting
e Reliability, timeliness and transparency of internal and external financial
and non-financial reporting

Compliance

e Adherence to applicable laws and regulations, and internal steering
documents

Risk management and internal control over financial reporting is a sub-set
of the risk management and internal control process. The risk management
and internal control process is applicable to all Elekta operations, includ-
ing business areas, regions, functions, management, people, processes and
technology.

All business activities involve risks from external and internal sources.
Risk is defined as the possibility that an event will occur and adversely affect
the achievement of objectives. Risks that are effectively managed may lead
to opportunities and value creation, while risks that are not could result in
damage and losses.
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Internal governance and control environment

Elekta’s internal governance and control environment comprise its values,
code of conduct, risk strategy, organization, roles and responsibilities, del-
egation of authority, and policies and procedures. Policies and procedures
clarify certain important aspects of the control environment such as board
independence from management, a commitment to attract, develop and
retain competent individuals as well as performance measures, incentives
and rewards to drive accountability for performance.

Elekta has adopted a number of steering documents at group-wide level:

e Working Instructions for the board of directors, working instructions
for the Chief Executive Officer, instructions regarding financial reporting
for the board of directors, working instructions for the audit committee,
a directive for the executive compensation and capability committee and
a charter for the internal audit function

e Values

e Code of conduct, anti-corruption policy, whistle-blowing procedure and
competition policy

e Elekta financial guide

To govern the operations, Elekta has established a business management
system with internal steering documents. The most important elements of
this system are:

e The organizational structure with defined roles and responsibilities and
delegation of authority

e Other policies and procedures such as the communication policy, quality
policy, environmental policy, IT policies and HR policies

e Processes and work instructions, for example, the strategy and man-
agement processes, the main business processes (time to market, time
to customer and installed base management), as well as supporting
processes

In addition to group-wide steering documents and the business manage-
ment system, operations are also governed by external laws, regulations,
rules and guidelines, such as the Swedish companies act, NASDAQ Stock-
holm rule book for issuers, Swedish corporate governance code, and require-
ments and standards from supervisory authorities in the field of medical
technology.

The board of directors’ report on risk management
and internal control over financial reporting

The board of directors’ report on risk management and internal control
over financial reporting has been prepared in accordance with the annual
accounts act and the Swedish corporate governance code, and constitutes
an integral part of the corporate governance report. The external finan-
cial reporting has been prepared in accordance with laws and regulations
and applicable accounting standards, namely the International Financial
Reporting Standards (IFRS), and other requirements on listed companies,
such as the NASDAQ Stockholm Rule Book for Issuers. Elekta’s work on risk
management and internal control over financial reporting is based on the
2013 updated internal control - integrated framework (the “framework”),
and the enterprise risk management integrated framework (the “ERM
framework”), both established by the Committee of Sponsoring Organiza-
tions of the Treadway Commission (COSO). The COSO framework is based
on 17 fundamental principles linked to the five components: control environ-
ment, risk assessment, control activities, monitoring, and information and

communication.

Objective

The Elekta Group is governed and controlled based on the distribution of
rights and responsibilities, including decision-making, among different cor-
porate bodies according to laws and regulations as well as internal steering
documents. A structure is provided through which Elekta’s objectives and

the means of attaining these objectives and monitoring performance are
set. The objectives reflect choices made on how the Group seeks to create,
preserve and realize value for its stakeholders. Governance is twofold; it con-
cerns both effectiveness and accountability. Effectiveness is measured by
performance, and accountability includes all issues surrounding disclosure
and transparency.

Objective setting is a prerequisite necessary to internal control and a key
part of the Elekta strategy and management processes. Therefore, Elekta’s
corporate governance encompasses both the strategy and management
processes, outlining the establishment of both long-term objectives and
strategies with at least a three-year perspective and short-term objectives
and plans with a one-year perspective, and the risk management and inter-
nal control process.

Control environment
Important elements of the control environment applicable for Elekta’s
financial reporting are the financial guide, including the accounting policy,
reporting instructions, authorization policy and finance policy. In addition,
there are other important elements of the control environment for finan-
cial reporting such as the communication policy and processes and work
instructions to be found in group wide steering documents and in the Elekta
business management system.

Risk assessment is carried out continuously throughout the year in order
to identify risks that can affect the possibility to reach targets set in relation
to the strategy, the business, reporting and compliance.

Risk assessment

Risk assessment includes identifying any risk that the qualitative character-
istics of useful financial information according to IFRS may not be fulfilled
or the financial reporting assertions may not be supported. Risk assessment
criteria include occurrence, completeness, accuracy, cut-off, classification,
existence, rights and obligations, and valuation for profit and loss and bal-
ance sheet items in the financial reporting as applicable, but also informa-
tion processing relating to input, processing and recording of data. A risk
assessment regarding internal control over financial reporting is performed
once a year and covers profit and loss and balance sheet items in the finan-
cial reporting and related areas and processes. The work is documented in
a risk map and included in risk and control matrices (RACM:s) per area and

process.

Control activities

Control activities mitigate the risks identified to achieve set objectives
through adherence to risk tolerance levels in terms of globally defined min-
imum internal control requirements over financial reporting. The control
activities are documented in risk and control matrices (RACM:s) per areaq,
process and risk.

Control activities are aimed at preventing errors and irregularities from
occurring and/or detecting errors and irregularities that may have occurred.
Control activities can be manual or automated, such as authorizations and
approvals, verifications, reconciliations, and business performance reviews,
or a combination of the two.

Control activities comprise the following areas and processes:

e Entity level controls - over the control environment

e General IT controls - over IT system components, processes and data
for a given IT environment including logical access, program change
management, back-up and recovery

e Process controls - over processes such as order recognition, order to cash,
revenue recognition, purchase to pay, inventory, payroll and financial
statement close.

The globally defined minimum internal control requirements over financial
reporting comprise entity level controls that are regulated through Elekta’s
steering documents at Group-wide level, the business management system
and internal control frameworks of standard controls that include general
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IT controls and uniform process controls for all Elekta companies and locally instructions and other relevant information in the Elekta business manage-

defined controls where necessary. The controls included in the internal con- ment system, are channeled down the organization and communicated to

trol framework are documented in RACM:s as standard models for all enti- relevant personnel on the Group’s intranet. Internal information regarding

ties and then specifically for each individual entity. All controls in the inter- the status of the effective design and operating effectiveness of risk man-

nal control framework are based on risk assessments of financial flows that agement and internal control over financial reporting are channeled up the

impact the financial reporting in general and more specifically for the indi- organization based on the result of the monitoring in order for manage-

vidual entities. ment at different levels to be able to take corrective actions as necessary.

The President and CEO and the Chief Audit Executive in turn inform the audit

Monitoring committee and the board, respectively, of the results of the monitoring in

Monitoring of internal control over financial reporting is carried out through order for them to be able to fulfill their oversight responsibility. This commu-

ongoing evaluations, separate evaluations, or some combination of the two, nication normally takes place at the ordinary audit committee meetings

to ascertain whether the five components of risk management and internal and board meetings, respectively.

control are present and functioning. Control environment, risk assessment, Elekta provides the financial markets and other stakeholders with con-

control activities, monitoring and information and communication. tinuous external information and communication regarding the Group’s and
Ongoing evaluations are routine operations, built into processes. Moni- the Company'’s financial performance and position in accordance with the

toring takes place on a real-time basis by operational managers and person- communication policy. External information and communication regarding

nel and periodically by management at different levels of the Group, and the financial reporting is provided in the form of:

audit committee and the board, and includes for example monitoring of the o Interim reports, year-end reports and annual reports

following: e Press releases on news and events that may significantly affect the

o Business and financial performance Group's valuation and future prospects

e Order bookings and revenue recognition e Presentations and telephone conferences for financial analysts, investors

o Compliance reports from the compliance function and media representatives on the day of publication of interim reports

o Internal audit reports from the QA and RA functions related to, and year-end reports and in conjunction with the release of important

for example, the quality system and regulatory compliance news and events

e Internal audit planning e Capital market days arranged by the Group at one of its major entities

) ) ) ) or in conjunction with major scientific conferences

e Internal audit reports from the internal audit function

) ) e Information on the Elekta website: www.elekta.com, including reports,

e External audit reports from the external auditor K
press releases and presentations

Special evaluations may be performed through:
P yoep 9 Elekta observes a silent period prior to each interim and year-end report.

e Periodic reviews of whether risk management and internal control are

operating as intended by financial managers and general management Activities in the fiscal year 2016/17

at local, regional, business area and Group level as applicable During the fiscal year 2016/17, the implementation of the global internal
e Control self-assessment (CSA), a tool for local management to report on control project, comprising the internal control framework for financial

the current status of effective design and operating effectiveness of the reporting, proceeded and was completed according to plan. The implemen-

globally defined minimum internal control requirements over financial tation has been validated by the internal control function. Internal audits of

reporting documented in RACM:s implementation and operational compliance were performed at a selection
o Internal audit according to the internal audit plan of implemented entities. The project is administered by a program man-

agement office with representatives from the internal audit function and
Instructions and budget approvals of internal control for financial report- the internal control function. The review of the company’s internal steer-
ing are conducted by the audit committee on behalf of the board of directors ing documents as a basis for the company’s control environment proceeded
and require supporting documentation in the form of presentation of status, as planned during the fiscal year. Continuous information on the status and
progress and solutions as well as supporting appendixes such as Internal audit progress of the project and the results of the internal audits were addressed
reports and internal control reports. Status, progress and solutions for internal at the meetings of the audit committee and subsequently followed up by
control over financial reporting are discussed at the audit committee meeting the board.
and instructions are documented and where approvals are required, approv-
als are performed and documented accordingly. The audit committee subse- Activities in the fiscal year 2017/18
quently briefs the board of directors at the next board meeting and provides During the 2017/18 fiscal year, the plan is to expand the global internal
supporting documentation for discussion and approval. control framework through the implementation of a number of additional
processes and implementation at a few smaller entities currently not in
Information and communication scope for the internal control framework. Administration and support of
Information and communication regarding risk management and internal the control framework as well as the identification and management of
control over financial reporting relates to both internal and external infor- improvement measures will be carried out throughout the year. The review
mation and communication. of the company’s internal steering documents as a basis for the company’s
Internal information about important internal steering documents control environment will continue as planned during the fiscal years.

for risk management and internal control over financial reporting, includ- The internal audit plan will, based on a risk perspective, have its main focus
ing and RACM:s, as well as the communication policy and processes, work on financial reporting, operating processes, and on specific risk areas.
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Board of
directors

First elected:

Attendance:
Total fees:
Year of birth:

Education:

Independence:

Other board assignments:

Holdings in Elekta AB:
(own and closely related
parties)

Principal work experience
and other information:

Laurent Leksell

1972

W Board chairman

B Chairman of the
executive compensation
and capability committee

W12/12 M8/8
H1,075,000 m20,000
1952

MBA and PhD from Stock-
holm School of Economics,
Sweden

Not independent in relation to
the Company and the execu-
tive management and, being
the Company’s largest share-
holder, not independent in
relation to major shareholders

Board chairman: Leksell
Social Ventures

Board member: Interna-
tional Chamber of Com-
merce (ICC) and Stockholm
School of Economics

14,980,769 A-shares
9,056,624 B-shares

Founder of Elekta and Exec-
utive Director from 2005

to 2013. Former President
and CEO of Elekta during
the years from 1972 to
2005. Among others, Assis-
tant Professor and Fac-
ulty member of Stockholm
School of Economics, IFL and
Insead Fontainebleau, and
Visiting Scholar at Harvard
Business School

Luciano Cattani

2008

B Member of the board

B Member of the executive
compensation and
capability committee

H11/12 M8/8
W 460,000 ®50,000
1945

Master of Science in Eco-
nomics from the University
of Rome, Italy

Independent of the Com-
pany and the executive
management and indepen-
dent of major shareholders

20,000 B-shares

President for EMEA at
Stryker Corporation from
2001to 2004, Group Presi-
dent International at Stryker
Corporation from 2005 to
2008, and Executive Vice
President International Pub-
lic Affairs at Stryker Corpo-
ration from 2008 to 2010.
CEO of Eucomed (European
MedTech Industry Trade
Association) in 2012

Annika Espander
Jansson

2015

B Member of the board
B Member of the audit
committee

W12/12 W4/4
W 460,000 W110,000
1964

Bachelor of Science in
Chemistry from Uppsala
University/University of
Michigan, and MBA in Inter-
national Business Manage-
ment from Uppsala Univer-
sity, Sweden

Independent of the Com-
pany and the executive
management and indepen-
dent of major shareholders

Board member: Lifco AB,
Esperio AB and Asperia AB

8,000 B-shares

25 years' experience as an
advisor and investor, as well
as from executive positions
within the financial markets,
among others from Han-
delsbanken, Enskilda Securi-
ties, and Catella. Operational
experience from the pharma-
ceutical industry (Pharma-
cia). Currently CEO at
Asperia AB

Siaou-Sze Lien

20m

B Member of the board

B Member of the executive
compensation and
capability committee

W12/12 M8/8
W 460,000 ®50,000
1950

Bachelor of Science in
Physics from Nanyang
University and a Master of
Science in Computer
Science from Imperial
College in London

Independent of the Com-
pany and the executive
management and indepen-
dent of major shareholders

Board member: Nanyang
Technological University
(NTU), NTU’s Confucius
Institute, Japfa Ltd and
Singapore Corporation of
Rehabilitative Enterprises
(SCORE)

10,000 B-shares

Senior Executive Coach at
Mobley Group Pacific Ltd
after a 28-year career at
Hewlett-Packard. Until
2006, Senior Vice President,
Hewlett-Packard Services
for the Asia Pacific & Japan
region
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Johan Malmquist

2015

B Member of the board

B Member of the executive
compensation and
capability committee

W12/12 M8/8
W 460,000 50,000
1961

Bachelor Degree Stock-
holm School of Economics,
Sweden

Independent of the Com-
pany and the executive
management and indepen-
dent of major shareholders

Board chairman: Tingstad
AB and Arjo AB

Board member: MélInlycke
Health Care AB, Dunkerstif-
telserna, Chalmers Univer-
sity of Technology Founda-
tion, SCA AB, Trelleborg AB,
and Getinge AB

20,000 B-shares

Extensive experience from
the medical technology
industry, among others as
president and CEO for Get-
inge AB between 1997 and
2015. Before that, various
positions within the Getinge
group and Electrolux group

Tomas Puusepp?

2013
B Member of the board

W11/12
-
1955

Electrical Engineer, studies

in Physics at the Royal Insti-
tute of Technology in Stock-
holm and at the University of
Stockholm and Management
(IEP) at IMD in Lausanne

Not independent in rela-
tion to the Company and the
executive management but
independent in relation to
major shareholders

Board chairman: Global
Medical Investments GMI AB
Board member: The Swedish
American Chamber of Com-
merce in New York and Per-
mobil AB

600,000 B-shares

Various positions at the
Research Institute for
Nuclear Physics, Scanditro-
nix and Ericsson before being
employed by Elekta in 1988.
Since then, he has held vari-
ous management positions
within the Company, includ-
ing head of Elekta’s neurosur-
gery operations, President of
Elekta’s subsidiary in North
America, global head of Elek-
ta’s sales, marketing and ser-
vice operations, and President
and CEO of Elekta during fis-
cal years 2005/06 to 2013/14,
and during 2015/16

Wolfgang Reim

20m

B Member of the board
B Member of the audit
committee

W12/12 W4/4
W 460,000 W110,000
1956

Master in Natural Sciences
and PhD in Physics from the
Federal Institute of Technol-
ogy ETH in Zurich

Independent of the Com-
pany and the executive
management and inde-
pendent of the major
shareholders

Board chairman: Ondal
Medical Systems GmbH-
Board member: GN Store
Nord A/S, Klingel GmbH
and Medlumics S.L.

17,500 B-shares

CEO at DORCB.V. since
March 2017. Previously, inde-
pendent consultant focus-
ing on the medical technol-
ogy industry. Until the end
of 2006, CEO of Drager Med-
ical AG. At Siemens from
1986 until 2000, as President
of the Special X Ray Prod-
ucts Division and CEO of the
Ultrasound Division among
other positions

Jan Secher

2010

B Member of the board
B Member of the audit
committee

W12/12 W4/4
W 460,000 W110,000
1957

Master of Science in
Industrial Engineer-

ing and Management
from Linképing University,
Sweden

Independent of the Com-
pany and the executive
management and inde-
pendent of the major
shareholders

Board chairman: Peak Man-
agement AG

Board Member: The Euro-
pean Chemical Industry
Council and IKEM (Innova-
tion and Chemical Industries
in Sweden)

18,800 B-shares

President and CEO of Perstorp
AB from September 2013. Pre-
viously President and CEO of
Ferrostaal AG from 2010 to
2012, operating partner of the
US private equity fund Apollo
in London from 2009 to 2010,
CEO of Clariant AG in Basel
from 2006 to 2008 and CEO of
SICPA in Lausanne from 2003
t0 2005. Before he held var-
jous leading positions in the
ABB Group during the years
from 1982 to 2002

Corporate governance report

Birgitta Stymne
Goransson
2005

B Member of the board
B Chairman of the audit
committee

W12/12 W4/4
W 460,000 W200,000
1957

MBA from Harvard Business
School and Master of
Science in Chemical Engi-
neering and Biotechnology
from the Royal Institute of
Technology in Stockholm,
Sweden

Independent of the Com-
pany and the executive
management and inde-
pendent of the major
shareholders

Board chairman: HL Display
and Fryshuset Foundation
Board member: Pandora AS,
Capio AB, Rhenman & Part-
ners Asset Management AB,
Midsona AB, and Sporta-
more AB

6,100 B-shares

President and CEO of
Memira Group 2010 to 2013.
CEO of Semantix Group
2005 to 2009, and COO/
CFO of Telefos 2001 to 2005.
Before that, various man-
agement positions, includ-
ing Ahléns AB, Gambro and
McKinsey & Co

1) Tomas Puusepp served as Elekta’s President and CEO from May 13, 2015 until June 9, 2016. For information about Tomas Puusepp’s remuneration, see Note 5
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Executive
management

Peter Gaccione?

Year of birth: 1959

Role: EVP Region North America
Employed since: 1997
Holdings®): -

Education: BS Electronic
Engineering
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Johan Sedihn
Year of birth: 1965
Role: Chief Operating Officer (COO)
Employed since: 1993
Holdings®): 79,462 B-shares
Education: MSc in Industrial

Engineering and Management
from Linképing University

{ &

Richard Hausmann?
Year of birth: 19460

Role: President and CEO
Employed since: 2016
Holdings*): 29,000 B-shares
Education: Doctorate in Phys-

ics from Regensburg University,
Germany

John Lapré

Year of birth: 1964

Role: Chief Technology Officer (CTO)
Employed since: 2011

(Nucletron 2009)

Holdings®): 5,250 B-shares
Education: MSc in Human Nutri-
tion and Physiology, and PhD in

Toxicology from Wageningen
University

Karin Svenske Nyberg

Year of birth: 1966

Role: EVP HR

Employed since: 2017

Holdings®): -

Education: MSc Chemical Engineer-
ing, Royal Institute of Technology,
Stockholm, and Behavioural
Science, Stockholm University

lan Alexander

Year of birth: 1958

Role: Chief Commercial Officer
(CCO)

Employed since: 2008-2011
and since 2012

Holdings*): 1,332 B-shares

o =

Ponn

loannis Panagiotelis

Year of birth: 1972

Role: Chief Marketing Officer (CMO)
Employed since: 2017

Holdings®): -

Education: MSc in Medical Phys-

ics and a PhD in Biomedical Physics
and Bioengineering from the Univer-
sity of Aberdeen, and MBA from IESE
Business School in Barcelona

Maurits Wolleswinkel

Year of birth: 1971

Role: Chief Strategy Officer (CSO)
Employed since: 2011

Holdings*): 5,000 B-shares
Education: MSc in Mechani-

cal Engineering from Delft Univer-
sity of Technology, and MSc in Gen-
eral Management from Nyenrode
University

1) Richard Hausmann assumed the role as President and CEO effective on June 10, 2016. Richard Hausmann succeeded
Tomas Puusepp, for more information about Tomas Puusepp see pages 58-59

2) Peter Gaccione assumed the role as EVP Region North America on June 1, 2017, succeeding Bill Yaeger

3) Gustaf Salford assumed the role as Chief Financial Officer on July 1, 2017, succeeding Hakan Bergstrém

4) Own and closely related parties

| =

-l A

Jonas Bolander

Year of birth: 1966

Role: EVP Legal and Compliance
Employed since: 2001
Holdings*): 200 B-shares
Education: Master of Laws from
Stockholm University

Gustaf Salford®

Year of birth: 1977

Role: Chief Financial Officer (CFO)
Employed since: 2009

Holdings*): 2,100 B-shares
Education: MSc in Business Admin-
istration, Stockholm School of
Economics
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Corporate governance report

Auditor’s report on the corporate governance statement

To the general meeting of the shareholders in Elekta AB (publ) corporate identity number 556170-4015.

Engagement and responsibility

Itis the board of directors who is responsible for the corporate governance
statement for the year the financial year May 1, 2016 - April 30, 2017 on
pages 48-60 and that it has been prepared in accordance with the Annual
Accounts Act.

The scope of the audit

Our examination has been conducted in accordance with FAR’s auditing
standard RevU 16 The auditor’s examination of the corporate governance
statement. This means that our examination of the corporate governance
statement is different and substantially less in scope than an audit con-
ducted in accordance with International Standards on Auditing and gener-
ally accepted auditing standards in Sweden. We believe that the examina-
tion has provided us with sufficient basis for our opinions.
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Opinions

A corporate governance statement has been prepared. Disclosures in accor-
dance with chapter 6 section 6 the second paragraph points 2-6 the Annual
Accounts Act and chapter 7 section 31 the second paragraph the same law
are consistent with the annual accounts and the consolidated accounts and
are in accordance with the Annual Accounts Act.

Stockholm, July 10, 2017

PricewaterhouseCoopers AB
Signature on original auditors’ report in Swedish!)

Camilla Samuelsson
Authorized public accountant

Johan Engstam
Authorized public accountant
Auditor-in-charge

1) Thisis a translation of the original auditors’ report in Swedish. In the event of any dif-
ferences between the translation and the original statement in Swedish, the Swedish
version shall prevail
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Board of Directors’ Report

The Board of Directors and the CEO of Elekta AB (publ.), corporate iden-
tity number 556170-4015 and registered office in Stockholm, hereby sub-
mit the consolidated financial statements and annual report for the fis-
cal year 2016/17, covering the period May 1, 2016 - April 30, 2017. Amounts in
parentheses indicate values for the previous fiscal year. Elekta AB (publ.) is
referred to as “Elekta AB” or “the Parent Company” and the Elekta Group,
which includes Elekta AB and its subsidiaries, is referred to as “Elekta” or
“the Group”.

Elekta’s operations

Elekta is a medical technology company which aims to improve, prolong
and save lives through clinical solutions for treating cancer and brain disor-
ders. The Group develops clinical treatment solutions for radiation therapy
and radiosurgery, as well as workflow-enhancing software systems, across
the spectrum of cancer care. Elekta is a leader in clinical solutions for image
guided radiation therapy and stereotactic radiosurgery, giving oncologists
and neurosurgeons an unmatched capability to treat tumors and func-
tional targets with ultra-high precision while sparing healthy tissue.
Elekta’s products comprise hardware as well as software and service
with a focus on clinical solutions. Elekta’s treatment solutions and oncol-
ogy informatics portfolios are designed to enhance the delivery of radia-
tion therapy, radiosurgery and brachytherapy, and to drive cost efficiency
in clinical workflows. Elekta’s operations are divided into three geographi-
cal regions:
e North and South America
e Europe, Middle East and Africa

e Asia Pacific

Market outlook

The global market development for Elekta’s solutions is driven by the need
for qualitative cancer care at an affordable cost.

Cancer incidence and prevalence are increasing. More patients are sur-
viving their cancer, which increasingly makes cancer a chronic disease with
growing number of patients all over the world in need of long-term care.
The cost of cancer care is increasing and the demands for cost efficiency in
health systems and among care providers is an important part of the mar-
ket dynamics. This benefits solutions within radiation therapy which is one
of the most cost-effective treatment solutions. The evolving consolida-
tion and integration in care delivery will further support comprehensive and
complete solution suppliers, such as Elekta.

A complete radiation therapy program includes various technologies in
Elekta’s product portfolio. Each solution is addressing various cancer types
as well as cancer patients and our all important complementary solutions.
New advancements in precision, accuracy and effectiveness will increase
the need for radiation therapy. Information management solutions consti-
tute an important element in care delivery where hospital information sys-
tems and cancer informatics are other important elements of Elekta’s solu-
tions. There is a significant shortage of radiation therapy capacity, which
is an important fact in understanding the potential and market outlook in
many developing economies.

Competition

The main competitor in the global market, with a comprehensive product
range and overlap with Elekta, is Varian Medical Systems. Elekta is overall
one of the largest supplier of radiation therapy solutions. For the emerging
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markets, Elekta is the largest supplier. Elekta is the market leader in many
segments, such as intracranial radiosurgery, HDR brachytherapy and infor-
mation management solutions.

From a competitive perspective there are also various companies
addressing specific segments within radiation therapy. Companies, such as
Accuracy with its radiosurgery solutions, Bebig with its brachytherapy prod-
ucts, and Philips and Raysearch with its treatment planning solutions, are
part of our competitive landscape. Hospital Information System (HIS) com-
panies are addressing the HIS market with hospital wide solutions where
cancer care is one of many different specialties. In addition there are a num-
ber of companies with products and applications supporting different
aspects of cancer care processes.

Long-term financial ambitions

Elekta’s aim is to achieve sustainable profitable growth. Elekta conducts its
operations based on along-term plan which is regularly reviewed and eval-
uated by the Board of Directors. The following financial objectives form the
basis of long-term planning and are currently under review:

e Organicsales growth exceeding 10 percent in local currency
e Operating result improvement rate to exceed the sales growth in SEK
e Return on capital employed to exceed 20 percent

e Net debt/equity ratio less than 0.50

The financial year 2016/17

e Gross order intake was SEK 14,064 M (13,821), an increase of 2 percent
or a decrease of 1 percent based on constant exchange rates

e Netsales decreased 5 percent to SEK 10,704 M (11,221), or 7 percent
based on constant exchange rates

o EBITA before items affecting comparability and bad debt losses
amounted to SEK 1,661 M (1,639)

e |tems affecting comparability was SEK-518 M (-598) and bad debt
losses SEK-46 M (-149)

e Operating result was SEK 598 M (423)
e Profit for the year amounted to SEK 126 M (145)
e Earnings per share amounted to SEK 0.33 (0.36) before/after dilution

e Cash flow from operating activities amounted to SEK 1,819 M (1,170),
representing an operational cash conversion of 145 percent (111)

e Cash flow after continuous investments amounted to SEK 1,045 M (396)

e The Board of Directors proposes a dividend of SEK 1.00 (0.50) per share
for 2016/17 to be divided into two payments

Order intake and order backlog
As from the fiscal year 2016/17, Elekta reports gross order intake instead of
net order intake. This is in line with industry peers. The difference between
gross and net order intake are backlog adjustments and currency effects.
Gross order intake increased by 2 percent and decreased by 1 percent
based on constant exchange rates. The order backlog was SEK 22,459 M on
April 30, 2017, compared with SEK 18,239 M on April 30, 2016. Orders that
are cancelled or not expected to materialize as planned are removed from
the order backlog. The order backlog was affected by adjustments of SEK
-441M (-941) and translation differences of SEK 1,295 M (-511) relating to the
revaluation of the order backlog at closing rates. The order backlog as per
30 April 2017 is expected to be revenue recognized as follows: 35 percent in
fiscal year 2017/18, 26 percent in 2018/19, and 39 percent thereafter.
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GROSS ORDER INTAKE

SEKM 2016/17 2015/16 Change, %
North and South America 4,516 4954 -9%
Europe, Middle East and Africa 5,078 4,824 5%
Asia Pacific 4,470 4,043 11%
Group 14,064 13,821 2%

Market comments

North and South America

Gross order intake in the region decreased by 9 percent to SEK 4,516 M
(4,954), corresponding to a 11 percent decrease based on constant
exchange rates. Latin America was solid while North America underper-
formed. In particular there were challenges within the solutions area while
service was showing solid growth. Net sales increased by 4 percent to
SEK 4,147 M (4,005), corresponding to an increase of 1 percent based on con-
stant exchange rates. The contribution margin in the region was positively
affected by cost savings and amounted to 37 percent (32). Measures to
strengthen operations in the US were taken and on June 1, Peter Gaccione
was appointed Executive Vice President for North America.

The market in the US remained stable and investments in renewing the
installed base of radiation therapy equipment continued. Market growth is
primarily related to services. Hospital consolidation continues and is driv-
ing the market towards more comprehensive solutions and larger projects,
as well as longer lead times for purchasing decisions. In South America,
demand for cancer care is growing mainly driven by a rapidly aging popu-
lation and a substantial shortage of radiation therapy capacity. However,
weak economic conditions throughout the region have slowed investments
in new equipment. See page 34 for more information on region North and
South America.

Europe, Middle East and Africa
Gross order intake in the region increased by 5 percent to SEK 5,078 M
(4,824) and increased by 4 percent based on constant exchange rates.
Net sales decreased by é percent to SEK 3,444 M (3,651), corresponding to
adecrease of 5 percent based on constant exchange rates. The decrease
was mainly related to third party products. The contribution margin in the
region amounted to 31 percent (24). The increase compared to the previous
year mainly relates to a lower level of bad debt losses and cost savings.

During the year, Elekta signed a number of significant orders, including
New Karolinska Solna in Sweden, Andalusian Health Service in Spain,
Stavros Niarchos Foundation in Greece and a few Elekta Unity orders.

Radiation therapy capacity in Western Europe is insufficient, evidenced
by the long waiting times for treatment in many countries. This is being
addressed through increased investments by public health care systems
as well as an expansion of private care providers. Emerging markets across
the region performed favorably. Eastern Europe showed growth while the
Middle East was mixed, with growth in the recently opened market in Iran.
Growth in Africa has been significant and represents an interesting long-
term growth potential.

During the year Elekta established a direct sales support and service
hub in Russia, which is expected to be operational in 2017/18.

See page 34 for more information on region Europe, Middle East and
Africa.

Asia Pacific
Gross order intake in the region increased by 11 percent to SEK 4,470 M
(4,043), corresponding to a 5 percent increase based on constant exchange
rates with good growth in China and India. Affected by the one-off effect
of the new produce-to-order process, net sales decreased by 13 percent to
SEK 3,114 M (3,565), corresponding to a decrease of 17 percent based on
constant exchange rates. The decrease mainly related to China and Japan.
The contribution margin in the region amounted to 30 percent (27).

The region is home to almost 60 percent of the global population, but
has less than 30 percent of the world's total capacity for radiation therapy.
Accordingly, there is a large unmet need for cancer care. The main market
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drivers are longer life expectancy and greater economic prosperity, which

are leading to a growing need for investments in health care. Market growth

in the region was favorable during the year. High-growth markets include

China, India and South East Asia. The Japanese market is currently weak.
See page 35 for more information on region Asia Pacific.

Net sales

Net sales decreased by 5 percent to SEK 10,704 M (11,221), equivalent to a
decrease of 7 percent based on constant exchange rates. The decrease was
mainly related to the one-off effect from the new produce-to-order process.

SEKM 2016/17 2015/16 Change, %
North and South America 4,147 4,005 4%
Europe, Middle East and Africa 3,444 3,651 -6%
Asia Pacific 3,114 3,565 -13%
Group 10,704 11,221 -5%
Earnings

Gross margin was 41 percent (41). Operating expenses, decreased by 6 per-
cent as a result of cost reduction activities and currency effects. Selling and
administrative expenses amounted to SEK 2,093 M (2,362), corresponding to
20 percent (21) of net sales.

EBITA before items affecting comparability and bad debt losses
amounted to SEK 1,661 M (1,639). Items affecting comparability amounted
to SEK-518 M (-598) and mainly refer to costs related to legal disputes and
costs for severance, efficiency initiatives and external support within the
transformation program. The effect from changes in exchange rates was
approximately SEK 315 M (60), including hedges.

Operating result was SEK 598 M (423), corresponding to an operating
margin of 6 percent (4).

Net financial items amounted to SEK -258 M (-234). The increase was
related to an impairment of participations in associates (Global Medical
Investments GMI AB) while interest expenses decreased due to lower inter-
est rates. Profit before tax amounted to SEK 340 M (189). Tax amounted to
SEK -214 M (-44). The tax rate was high because of low or negative results
in entities in low tax jurisdictions. Profit for the year amounted to
SEK 126 M (145).

Earnings per share amounted to SEK 0.33 (0.36) before/after dilution.
Return on shareholders’ equity amounted to 2 percent (2) and return on
capital employed amounted to 5 percent (4).

Investments and depreciation

Continuous investments were SEK 682 M (865) including investments in intan-
gible assets of SEK 541 M (687). Investments in intangible assets are mainly
related to ongoing R&D programs. The reduction was related to the Elekta
Unity project coming to its final development phase and to an investment

in licenses made in 2015/16. The reduced investment in other assets was also
R&D related. Amortization of intangible assets and depreciation of tangible
fixed assets amounted to a total of SEK 655 M (634).

Research and development

Elekta conducts research and development (R&D) aimed at strengthen-

ing and enhancing its position as technology leader. R&D expenditure,
before capitalization of development costs, decreased by 12 percent (5) and
amounted to SEK 1,196 M (1,355), equal to 11 percent (12) of net sales. Costs
related to the R&D function amounted to SEK 1,018 M (1,065). Capitaliza-
tion and amortization of development costs in the R&D function amounted
to a net of SEK 178 M (290). Capitalization amounted to SEK 534 M (591) and
amortization to SEK 356 M (301).

Cash flow

Cash flow from operating activities increased by SEK 649 M to SEK 1,819 M
(1,170). Cash flow after continuous investments increased to SEK 1,045 M
(396). Operational cash conversion was 145 percent (111). The cash flow
improvement was mainly due to the positive effects from the transforma-
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tion program with a reduction of working capital. Cash flow was negatively
affected by cash outflow from the transformation program and costs related
to legal disputes of approximately SEK 575 M (250). Cash outflow to contin-
uous investments included SEK -92 M relating to investments in intangible
assets made in 2015/16.

See pages 76-77 for more information on the consolidated cash flow.

Financial position

Cash and cash equivalents amounted to SEK 3,383 M (2,273) and interest-
bearing liabilities amounted to SEK 5,272 M (4,950). Thus, net debt amounted
to SEK 1,889 M (2,677). Equity amounted to SEK 6,774 M (6,412). Net debt/
equity ratio was 0.28 (0.42).

In April the convertible loan corresponding to a value of SEK 1,820 M
matured. The convertible bond was refinanced through a SEK 1,000 M
bond issued under the MTN program. Elekta also entered into a five-year
loan agreement of GBP 90 M (approximately SEK 1,000 M) with the Nordic
Investment Bank with the purpose of financing R&D investments.

The balance sheet has been affected by changes in exchange rates.
The exchange rate effect of the translation of cash and cash equivalents
amounted to SEK 138 M (-72). The translation difference in long-term inter-
est-bearing liabilities amounted to SEK 207 M (-43). Shareholder’s equity
was affected by exchange rate differences amounting to SEK 364 M (-281).

See pages 72-73 for more information on the consolidated balance sheet.

Employees

The average number of employees during the year was 3,581 (3,677). The
number of employees on April 30, 2017 totaled 3,681 (3,617). Value added
per average employee amounted to SEK 1,140 T (1,060).

Significant events during the year
Change of President and CEO
Richard Hausmann was appointed as the new President and CEO effective
June 10, 2016. He succeeded Tomas Puusepp.

Richard Hausmann joined Elekta with nearly three decades of experience
in the medical device industry. He led GE's Magnetic Resonance (MR) divi-
sion as President and CEO, served as President and CEO of Siemens computed
tomography (CT) and worked at Siemens in leading positions in its MR busi-
ness. He also acted as President and CEO of Siemens Ltd China, responsible
for the company’s entire portfolio in its core emerging market. Richard has
a solid track record of bringing clinical innovations to the global health care
market and is known for his deep insights into customer and patient needs,
with a strong workflow and outcome orientation. Richard Hausmann has
a doctorate in physics from the University of Regensburg.

Changes to the Executive Management team
Todd Powell, Executive Vice President Global Engineering, left the company
with effect from October 31, 2016.

Karin Svenske Nyberg joined Elekta as Executive Vice President Human
Resources on January 16, 2017. Valerie Binner, former Executive Vice Presi-
dent Human Resources, left the company with effect from June 10, 2016.

On February 13, 2017, loannis Panagiotelis joined Elekta and the Exec-
utive Management Team as Chief Marketing Officer. With effect from
the same date Maurits Wolleswinkel, former EVP Marketing and Strategy
assumed the position as Chief Strategy Officer in the Elekta Executive
Management Team.

The Transformation program

The implementation of the transformation program is completed and

all the objectives announced in June 2015 are on track to be fully realized
during fiscal year 2017/18. The overall ambition is to create more efficient
operations, with improved profitability and cash flow. The program has
included measures to strengthen our customer services and support, our
innovation capacity and activities for increased efficiency in supply chain
and procurement processes. The objectives of the transformation and
status as of the fourth quarter:
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e EBITA margin of >20 percent in the fiscal year 2017/18. This is on track with
an improvement during 2016/17 of 16 percent (15)

e Costsavings of SEK700 M (base year 2014/15, excluding currency effects)
with full effect from fiscal year 2017/18. With annualized savings rate of
SEK 540 M this is on track. A reduction of procurement costs of SEK 150 M
will be realized during fiscal year 2017/18

e Net working capital to sales below 5 percent. Net working capital
to net sales reached -6 percent at the end of the year

e Implement a produce-to-order process. This was completed in
the second quarter of the year

humediQ legal dispute

On May 23, 2016, an arbitration tribunal in London issued an award in

the dispute between two Elekta group companies and humediQ GmbH.
The award concluded an arbitration with humediQ arising out of an agree-
ment for the exclusive supply of Identify™ under the Elekta label, which
was entered into in 2011. The tribunal determined that the Elekta compa-
nies did not validly terminate the 2011 agreement and that, as a result,

they must pay humediQ EUR 8.9 M for Identify systems the Elekta compa-
nies did not order according to minimum volume commitments in the con-
tract. This amount is less than half of the EUR 19 M that humediQ claimed
in the arbitration. The tribunal also held that the respective success of each
party was comparable and that each party should bear its own legal costs.
The Elekta companies do not have any further obligation to purchase any
systems from humediQ. In addition to the damages ordered in the arbi-
tration award, Elekta has written off approximately EUR 5 M in receivables
related to the agreement with humediQ. An amount of SEK 29 M relating to
humediQ has been reported as items affecting comparability. This amount
is in addition to SEK 128 M, which was reported as items affecting compara-
bility in 2015/16.

Processes regarding intellectual property rights

On April 3, 2017, it was announced that Elekta and Varian Medical Systems
reached a confidential settlement agreement to end ongoing patent liti-
gation involving technology used for radiation oncology and the treatment
of cancer. Varian and Elekta resolved the multi-year disputes in the United
States, Germany, and the United Kingdom, including the suit brought by
Elekta AB and William Beaumont Hospital, with no payments exchanged
by the plaintiffs and defendants and no future financial obligations. The
two companies have beenin litigation since 2015.

Investigation in Italy

As communicated in November 2015, Elekta’s subsidiary in Italy and some
former employees are suspected of interfering with public procurement
processes. Elekta provided all requested information to the Italian author-
ities during the investigation which closed in August 2016. Elekta has zero
tolerance for any deviation from the code of conduct and clear corporate
policies and procedures in place. The Public Prosecutor of Milan, Italy, hasin
2017 initiated preliminary hearings involving individuals and Elekta’s Italian
subsidiary in connection with alleged bid-rigging allegations.

Legal dispute in the Netherlands

A group of employees have sued Nucletron B.V. and claims that they have
suffered a pension loss as a result of the transition from an old to a new
pension scheme in 2004. The claims have not been specified and Elek-

ta's assessment is that the claims lacks merit. A decision in first instance is
expected during fiscal year 2017/18.

Significant events after year-end

Changes to the Executive Management team

On May 10, 2017 Elekta announced that Gustaf Salford had been appointed
Executive Vice President and Chief Financial Officer effective July 1, 2017.
He succeeded Hakan Bergstrom.
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OnJune 1, 2017, Elekta appointed Peter Gaccione as Executive Vice President
for North America, succeeding Bill Yaeger.
The Executive Management team is presented on page 60.

New revolving credit facility

On June 29 Elekta AB entered into a new five year revolving credit facility for
EUR 200 M with five banks. The existing EUR 175 M revolving credit facility
with maturity in May 2018 has been cancelled in connection with the sign-
ing of the new facility. The new facility is primarily intended to be used as a
back-up financing.

Sustainability

Responsible and sustainable business is critical to Elekta’s ability to fulfill
its business objectives. Elekta’s sustainability activities embrace four focus
areas; fight cancer with safe and efficient products, business ethics and
prevent corruption, sustainable sourcing and environmental focus, human
rights and diversity. Allemployees, as well as all business partners, must
adhere to the standards of conduct and the ethical behavior described in
our code of conduct and our anti-corruption policy.

The Elekta principles for employment practices, employee rights and
human rights, as described in the code of conduct, are deployed on a local
level throughout the Group and the supply chain in accordance with our
new sustainable sourcing program.

Product safety and quality in products and services are key for Elekta
and permeate all activities from product development and manufacturing
to service activities. Elekta is striving to reduce the environmental impact of
the Group's products and activities and to comply with all relevant environ-
mental laws and regulations. The environmental responsibility is described
in the Group's environmental policy. See pages 36-43 for more information
about our responsibilities.

Quality

Elekta continue to focus on improving processes as one of their key strate-
gic priorities. Elekta conducts regular audits to ensure compliance to estab-
lished requirements from medical regulatory authorities. Where appro-
priate Elekta’s development, production or sales units are certified in
accordance to relevant ISO 9001 and ISO 13485 standards.

IT

The establishment of the shared service center, Elekta Business Services,

in Poland has created the opportunity to improve and further standardize
the business support processes. With single global instances of IT Solutions
available, Elekta has been able to quickly migrate many business support
activities into Poland and more easily establish new business operations
around the world. At the same time, Elekta IT has been able to consolidate
its own activities in Poland to create a cost efficient and effective support
organization for the IT Solutions deployed within Elekta.

During the year, the IT teams have also executed infrastructure modern-
ization and consolidation programs to further decommission over 400 hard-
ware devices, replacing them with modern virtual systems to reduce space,
power and cooling requirements. With every physical server consuming the
same amount of electricity as the average domestic home, this work has
made a good contribution to the corporate sustainability objectives and
the “Green IT” agenda.

Cybersecurity is of growing concern globally. Elekta IT is commit-
ted to continuous strengthening of our security position, and during the
year, additional preventive measures to protect our business from mal-
ware and cyber threats have been implemented. The ISO 27001 certificates
have also been renewed as an ongoing commitment to quality and secu-
rity compliance.

Elekta’s adoption and deployment of secure cloud-based solutions for
collaboration have been strengthened by the addition of new virtual meet-
ing solutions in our major business locations. Not only will this help Elekta
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connect and collaborate in new ways, but it will reduce the cost and unpro-
ductive time associated with business travel.

Risks

Elekta’s presence in alarge number of geographical markets leave it open
to potential exposure to political and economic risk on a global scale and
in individual countries or regions. United Kingdom’s decision to leave the
European Union, as an example, might lead to economic uncertainty that
may impact Elekta since an important part of the business is located in
the United Kingdom. In some markets weak economic development and
strained finances may mean less availability of financing for private cus-
tomers and reduced future health care spending by governments.

Elekta operates in a competitive landscape. The medical equipment
industry is characterized by relatively swift technological alterations with
advances in industrial knowhow. Elekta’s products are developed in close
collaboration with research institutes. For Elekta it is of great significance
that these prospective and intimate relationships are maintained, in order
to understand customer needs.

New products and improved methods for treatment are continuously
released and future developments on the medical equipment market might
have animpact on Elekta’s ability to compete. Thus, it is crucial that new
products and technical solutions developed by Elekta are protected from
the risk of improper use by competitors. When possible and deemed appro-
priate, Elekta protects its intellectual property rights by way of patents,
copyrights and trademark registrations.

Elekta sells its products through its direct sales force and through an
external network of agents and distributors. The Group's continued success
is dependent on its ability to establish and maintain successful relationships
with customers and collaborations with external sales channels.

Corruption is a risk and an obstacle for development and growth in
some countries of which Elekta has operations. Elekta has implemented
an anti-corruption policy to discourage corruption as well as third party
risk management processes.

Elekta’s operations comprise several geographical markets. This does
expose the Group to a vast number of laws, regulations, policies and guide-
lines regarding topics such as health, security, environment, trade restric-
tions, competition, exchange control and delivery of products. As a manu-
facturer of medical equipment, Elekta’s operation is guided by demands
and standards set by regulatory authorities. Rule changes might bring
aboutincreased costs or hinder sales of Elekta’s products. Regulatory pro-
cesses may interfere with the possibility to introduce products.

Much like other companies within the same field of business, Elekta
is dependent on assessments and decisions made by authorities such as
Lakemedelsverket in Sweden or the FDA (Food and Drug Administration)
in the US. Assessments of that sort are inclusive of product safety as well
as permission to market and sell medical equipment. Applications to these
authorities demand comprehensive documentation, and unforeseen cir-
cumstances might interfere with the ability to introduce, market, sell and
deliver products, as well as hindering or limiting the commercial appeal
and/or causing a severe financial cost.

Elekta has to fulfill rigorous demands in accordance with international
rules and product safety standards from the International Electrotechnical
Commission (IEC) and International Organization for Standardization (ISO),
Radets direktiv 93/42/EEG on medical products, FDA's demands on quality
systems, as well as a number of other domestic directives and rules. These
are explained in Elekta’s quality system in accordance with ISO 9001 and
ISO 13485. Quality systems are reviewed and certified by external regulatory
authorities and are regularly inspected by FDA. To deviate from safety reg-
ulations is an example of a circumstance which might result in delays and
prohibit deliveries of Elekta products.

Elekta is continuously evaluating conditions to enter new markets. The
process takes into consideration both the opportunities and risks involved.
There are regulatory registration requirements with each market that could
potentially delay product introductions and certifications.
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Political stability in certain countries and the security situation for employ-
ees traveling to exposed areas are constantly evaluated.

Elekta depends on the capability of producing advanced medical equip-
ment, which requires highly qualified personnel. The Group'’s ability to
attract and retain qualified personnel and management is of great impor-
tance and will have a significant impact on the future success of the Group.

Elekta’s ability to commercialize its solutions is dependent on the reim-
bursement level that hospitals and clinics can obtain. Reimbursement sys-
tems vary depending on the country. Alterations in the existing reimburse-
ment systems related to medical products or implementation of new
regulations might have a direct impact on demand for Elekta’s products.
Elekta’s delivery of treatment equipment relies on customers’ capability
to receive the delivery on site. Depending on contractual the terms a delay
can result in postponed invoicing and also affect the timing of revenue rec-
ognition. The Group's credit risks are normally limited, since customer oper-
ations are, to alarge extent, financed either directly or indirectly by public
funds. See also Note 2 and Note 21 for more information on credit risk and
credit exposure.

Elekta is dependent on a limited number of suppliers for delivery of crit-
ical components. There is a risk of delivery difficulties occurring due to cir-
cumstances beyond Elekta’s control. Critical suppliers are regularly followed
up regarding delivery precision and quality of components.

Integrating third party components with Elekta products might bring
about product responsibility for the components. Unforeseen problems can
cause delays, hinder or limit the products’ commercial use and/or translate
to a cost for the Group.

From time to time Elekta is involved in disputes associated with the busi-
ness operations. Situations in question might revolve around disputes over
product liability, contractual questions, immaterial rights and alleged flaws
in the delivery of goods or services. Disputes can be costly, time consuming
and can hamper the process of ongoing operations. Intellectual property
disputes are costly and might have a material impact on Elekta’s operations
and financial position. In addition, it can be difficult to predict the outcome
of intricate disputes. Disputes related to Elekta’s product liability might con-
cern alleged negligence, warranty issues or mistreatment and might bring
about major costs unrelated to the final verdict. Elekta has product liability
insurances. However, there is still a risk that future demands will exceed or
fall outside of the insurance coverage.

Elekta’s business operations involve development, manufacturing and
delivery of products and services in a large number of jurisdictions. Oper-
ations are taxed under the laws in the jurisdictions in which they operate.
Changes in tax regimes could impact the Group’s cash tax liabilities and
tax charge, resulting in either an increase or a reduction in financial results
depending on the nature of the change.

International regulations governing the global tax environment are also
subject to regular changes. Due to the uncertainty related to which of the
final tax regulations under consideration will be enacted Elekta cannot pre-
dict the impact, if any, that these changes could have on the business.

Elekta’s operations within research and development, production, dis-
tribution, marketing and administration depend on a large number of
advanced IT systems and IT solutions. Routines and procedures are applied
in order to protect the hardware, software and information against dam-
ages, manipulations, loss or incorrect use. If these systems and solutions
should be affected by any interference resulting in loss of information it
might have a negative impact on Elekta’s operations, result and financial
position.

Inits operation, Elekta is subject to a number of financial risks such as
currency risk, interest rate risk, credit risk and liquidity risk. Currency risks
arise primarily as a product of future business transactions, recognized
assets and liabilities along with net investments in foreign operations.
Interest rate risk concerns the risk of fluctuating rate levels affecting Elek-
ta's result negatively, particularly rising long-term loan costs. Credit risk
ascends from financial credit risk related to liquid cash and cash equiva-
lents, derivative financial instruments and receivables from banks and
financial institutes along with credit exposure towards customers and
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distributors. Liquidity risk relates to the risk of being unable to fulfill payment
obligations as a result of inadequate liquidity or difficulty taking on external
loans. Some of Elekta’s financing agreements are subject to financial cove-
nants, such as net debt/ebitda and interest cover. A development of finan-
cial metrics impacting net debt and/or ebitda negatively, could end upina
break of covenants resulting in a need to renegotiate the agreements or to
repay existing financing. Note 2 provides further details and information
regarding financial risks and financial risk management.

Sensitivity analysis

Elekta’s operation is bound to projects the basis of consists of relatively
big deliveries to customers. The lead time from delivery to installation can
therefore vary from period to period. Quarterly variations of delivery vol-
umes occur, which has a high impact on net sales and net income each
quarter. Elekta’s gross margin can also vary from period to period depend-
ing on product and geographic mix and currency movements. During the
year, Elekta had a gross margin of 41 percent (41).

As aresult of its international operations and structure, Elekta has a
significant exposure to exchange rate fluctuations. This pertains primarily
to expenses in SEK and GBP against revenue in USD and EUR. Based on
the year’sincome, expense and currency structure a general change of
1 percentage point in the SEK exchange rate against other currencies would
affect the Group's operating profit by approximately +/- SEK 13 M (18). In
the short term, the effect is reduced through hedging.

Based on the balance sheet structure at year-end a general change of
1 percentage point in the interest on borrowings and investments would
affect the Group's profit before tax by approximately +/- SEK 4 M (10).

Parent company

The Parent Company of the Group, Elekta AB, conducts no operating activ-
ities but provides group management, joint group functions and financial
management. Profit for the year amounted to SEK 91 M (503) inclusive of
dividends from subsidiaries of SEK 271 M (615). Total assets amounted to
SEK 11,445 M (10,655) of which shares in subsidiaries amounted to SEK 2,222 M
(2,129) and receivables from subsidiaries amounted to SEK 6,549 M (6,807).
Cash and cash equivalents at year-end amounted to SEK 2,479 M (1,499).
Shareholders’ equity amounted to SEK 2,606 M (2,631). Interest-bearing lia-
bilities amounted to SEK 8,649 M (7,726), of which SEK 3,381 M (2,791) con-
stituted liabilities to subsidiaries. The average number of employees during
the year was 30 (32). The number of employees on April 30, 2017 was 31 (32).
For further information refer to the Parent Company’s financial reports and
the accompanying notes.

Shares
During the year 730,769 new Series A-shares and 8,593 new Series B-shares
were subscribed through conversion of convertible loan. The total num-
ber of registered shares on April 30, 2017 was 383,568,409 divided between
14,980,769 A-shares and 368,587,640 B-shares. One series A-share enti-
tles the holder to 10 votes and series B-shares entitle the holder to one vote
for each share. All shares carry equal rights to participate in the Compa-
ny’s assets and profits. In accordance with Section 12 of the Articles of Asso-
ciation, series A-shares are subject to right of first refusal. All A-shares are
owned by Laurent Leksell via companies, also the only shareholder rep-
resenting more than 10 percent of total votes. On 30 April, 2017, treasury
shares amounted to 1,541,368 (1,541,368) equivalent to 0.4 percent (0.4) of
the total number of outstanding shares as well as of share capital. Regard-
ing treasury shares, par value is 0,50 SEK per share and average cost is
49,70 SEK per share.

See pages 44-45 for more information on Elekta’s share.

Dividend and proposal to repurchase shares

For 2016/17, the Board proposes a dividend of SEK 1.00 (0.50) per share to
be divided into two payments. Total proposed dividend amounts to approx-
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imately SEK 382 M (191) and 306 percent (139) of net profit for the year. The
Board intends to propose to the 2017 Annual General Meeting the renewal
of the Board's authorization to repurchase shares in Elekta AB. The proposal
limits the number of shares to be repurchased to a maximum of 10 percent
of the number of shares outstanding in Elekta AB.

APPROPRIATION OF PROFIT

Amounts in SEK April 30, 2017

Distributable shareholders’ equity of the Parent Company

Premium reserve 656,609,561
Retained earnings 1,510,671,830
Profit for the year 90,566,042
Total 2,257,847,432
The Board of Directors and the President and CEO propose:

to be distributed to the shareholders,

a total dividend of SEK 1.00 per share’) 382,027,041
and that the remaining amount be carried forward 1,875,820,391

Total 2,257,847,432

1) The total amount distributed may change up until the record date depending on
changes in the number of shares

The Board’s statement on the proposed dividend

In making this proposal for dividend, the Board has taken into account the
The Parent company’s dividend policy, solidity as well as its general finan-
cial position, whereby the Parent company’s ability to fulfill existing and
foreseeable payment obligations in a timely manner, as well as potential
acquisitions and other investments. The equity ratio is reassuring, under the
assumption that the Parent company and the Group continue to be profit-
able. The impact of the proposed dividend on the Group's reported equity/
assets ratio of 32 percent (33), will be marginal. Concerning the Parent
company’s and the Group's result and position in general, refer to the state-
ments of income, statements of comprehensive income, balance sheets
and statements of cash flow and notes.

Itis the assessment of the Board of Directors that the proposed divi-
dend neither prevents the Parent company, and other companies within
the Group, from fulfilling their obligations, nor from making the necessary
investments. The proposed dividend can therefore be justified in respect of
Chapter 17, section 3, paragraphs 2 and 3 of the Swedish Companies Act
(the prudence rule).

Articles of association

The Articles of Association state that board members are appointed and
dismissed by the Annual General Meeting. The Articles of Association con-
tain no specific requlations regarding changes to the Articles of Association.

Guidelines for remuneration to executive management

The Board of Directors proposes that the Annual General Meeting on August
23, 2017 approve the following guidelines for remuneration and other terms
of employment for the executive management of the Group. The guide-
lines will be valid for employment agreements entered into after the Annual
General Meeting and for any changes made to existing employment agree-
ments thereafter. It is proposed that the Board be given the ability to devi-
ate from the guidelines below in individual cases where specific reasons or
requirements exist. The guidelines in the following proposal are, in principle,
unchanged compared to the guidelines which were proposed by the Board
of Directors and approved by the Annual General Meeting in 2016, except for
the section “Annual incentive” and “Notice periods and severance agree-
ments” below.
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Guidelines

It is of fundamental importance to Elekta and its shareholders that the
guidelines for remuneration and other terms of employment for the execu-
tives of the Group attract, motivate and retain competent employees and
managers, both in the short and long term. To achieve this goal, it is import-
ant to ensure fairness and internal equity, while maintaining market com-
petitiveness in terms of the structure, scope and level of executive compen-
sation within Elekta. Employment conditions for executive management
should comprise a balanced mix of fixed salary, a variable salary compo-
nent, annual incentive, long-term incentives, pension and other benefits,
as well as notice and severance payments, where applicable.

Total target cash compensation

Total target cash compensation (fixed plus variable salary components),
should be competitive in the geographic market where the executive is res-
ident. The level of total target compensation should be reviewed annually
to ensure that the company is competitive for similar positions in the mar-
ket to be able to recruit and retain business critical competencies where
needed. Market medians are established with the assistance of exter-

nal compensation benchmarking. Since compensation should be perfor-
mance-driven, the target annual variable salary component should account
for arelatively high portion of the total target compensation.

Compensation components

The Group compensation system comprises various forms of compensa-
tion. This ensures well-balanced remuneration, thereby strengthening and
underpinning short and long-term objective setting and achievement.

Fixed salary

Executive Management'’s fixed salary shall be individual and based on the
content and responsibility of the position, the individual’s competence and
experience in relation to the role held, as well as the geography in which the
position is based.

Variable salary
In addition to a fixed salary, Executive Management also has a variable sal-
ary component. The variable component is structured as a portion of the
total cash remuneration package andis primarily related to the achieve-
ment of common Group financial performance goals. The Key Performance
Indicators (KPls) for variable salary components shall primarily be related to
the outcome of specific financial and functional objectives within the Group
compensation and benefit system.
The size of the variable salary component depends on the position held
and may amount to between 30 percent and 70 percent of the fixed sal-
ary for on-target performance. Performance against fixed targets and pay-
ment for results achieved are measured quarterly. Quarterly payments, if
these exist, against variable salary components are capped at 100 percent.
The goals for the variable salary component are established annually by
the Board so as to sustain the business strategy and objectives. Other KPIs
may be used to drive focus on non-financial objectives of particular interest.

Annual incentive

For performance related to financial goals within the variable salary plan
exceeding 100 percent of the target, there is the opportunity for additional
compensation called an annual incentive. The annual incentive entails a
potential to earn a maximum of 100 percent of the target variable salary
component. Accordingly, the maximum payout level for the sum of the vari-
able salary component and the annual incentive is capped at 200 percent
of the original target for variable compensation. The plan also contains a
minimum performance level or threshold under which no variable salary or
annual incentive will be paid out at all.
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Equity-based long-term incentive programs

The Board also uses long-term incentives to ensure alignment between
shareholder interests and executive management, senior managers and
other key colleagues. On an annual basis, the Board of Directors evaluates
whether an equity-based long-term incentive program should be proposed
to the Annual General Meeting.

In order to strengthen long-term thinking in decision-making and ensure
achievement of long-term objectives, while also covering situations where
equity-based solutions may be inappropriate or precluded by law, the Board
may also selectively decide on other types of non-equity-based long-term
incentive programs. Monetary long-term incentives should only be used as
remuneration in special circumstances and be in line with practice in each
market. They must also require continued employment in the Group.

Retention measures

In order to ensure long-term engagement and retention of key staff in
connection with the acquisition of new business, the divestment of opera-
tions or other transitional activities, an additional annual incentive with a
deferred payment of 12-24 months may or may not be applied. This deferred
incentive requires continued employment until an agreed future date for
any payment to be made and is applied only in special and rare circum-
stances, which means that it is not part of any ordinary executive remu-
neration scheme. The deferred incentive should never exceed 50 percent of
the contractual annual variable salary component and shall in other aspect
comply with the Group bonus plan.

Pensions

When establishing new pension agreements, senior executives who are
entitled to pension benefits should only be enrolled in defined-contribution
schemes. The standard retirement age for Swedish citizens is 65 years while
other executives follow the rules of their respective countries of residence.
The main guideline is that the size of pension contributions shall be based
only on the fixed salary. Certain individual adjustments may occur based

on local market practice.
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Other benefits

Benefits such as company cars and health, medical and sickness-related
insurance schemes, should be of a more limited value compared with other
items of the compensation package and in line with the market practice
for the respective geographic market.

Notice periods and severance agreements

Periods of notice at Elekta follow local labor legislative requirements in

the geographies in which they are based. Senior executives generally have

notice periods of between 6 and 12 months and, in specific circumstances,

are entitled to severance payment equal to 6-12 months employment. In the

event of a material change of control, the President and CEO shall be enti-

tled to an extra severance payment equal to 18 months employment.
Severance agreements entitling executives to lump sum payments will

in principle not be signed.

Preparation and decision process
During the year, Elekta’s Executive Compensation & Capability Committee
(ECCC) provided the Board with recommendations regarding principles for
formulating the Group’s remuneration system and remuneration of senior
executives and senior managers. The recommendations covered formula-
tion of the bonus system, distribution between fixed and variable remunera-
tion and the size of any salary increases. The ECCC also proposed criteria for
assessing the performance of senior executives and senior managers. Any
decisions on remuneration for the CEO are taken by the Board in its entirety.
The Board has discussed the proposals from the ECCC and its motion to
the Annual General Meeting is based on the recommendation submitted.
Elekta’s ECCC comprises the Chairman of the Board and three independent
Board members. The President and CEO attend the committee’s meetings.
The Group Vice President Human Resources acts as the ECCC secretary.

69



Co

70

nsolidated financial statements

Consolidated income statement

SEKM Note 2016/17 2015/16
Net sales 4 10,704 11,221
Cost of products sold -6,277 -6,608
Gross profit 4,427 4,613
Selling expenses -1,165 -1,336
Administrative expenses -928 -1,026
R&D expenses -1,018 -1,065
Exchange rate differences -201 -165
Operating result before items affecting comparability 1,115 1,021
Items affecting comparability =518 -598
Operating result 4-9 598 423
Income from participations in associates 11 -17 11
Financial income 11 31 37
Financial expenses 11 =271 -285
Exchange rate differences 11 -1 3
Profit before tax 340 189
Income taxes 14 -214 -44
Profit for the year 126 145
Profit attributable to:

Parent Company shareholders 125 137
Non-controlling interests 1 8
Earnings per share:

Earnings per share before dilution, SEK 0.33 0.36
Earnings per share after dilution, SEK 0.33 0.36
Average number of shares before dilution, thousands 381,306 381,288
Average number of shares after dilution, thousands 381,306 381,288

Consolidated statement of comprehensive income

SEKM Note 2016/17 2015/16
Profit for the year 126 145
Other comprehensive income

[tems that will not be reclassified to the statement of income:

Remeasurements of defined benefit pension plans 26 1 8
Tax 14 0 -2
Total items that will not be reclassified to the statement of income 1 6
Items that subsequently may be reclassified to the statement of income:

Revaluation of cash flow hedges 2 34 117
Translation differences from foreign operations 364 -281
Tax 14 -7 -25
Total items that subsequently may be reclassified to the statement of income 391 -189
Other comprehensive income, net 392 -183
Total comprehensive income 518 -38
Comprehensive income attributable to:

Parent Company shareholders 517 -45
Non-controlling interests 1 7
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Consolidated financial statements

In the income statement presented on the previous page items affecting comparability have been separately recognized. Items affecting comparability

amounted to SEK -518 M (-598) and mainly refer to costs related to legal disputes and costs for severance, efficiency initiatives and external support within

the transformation program. In the table below presents the income statement down to operating result before and after items affecting comparability with
items affecting comparability allocated by function.

2016/17 2015/16

Excluding Costs Including Excluding Costs Including

items related to items items related to items

affecting Restruct- legal affecting affecting  Restruct- legal affecting

SEKM Note comparability uring costs disputes comparability comparability uring costs disputes comparability
Net sales 4 10,704 - - 10,704 11,221 - - 11,221
Cost of products sold -6,277 -23 - -6,300 -6,608 -25 = -6,633
Gross profit 4,427 =23 - 4,404 4,613 -25 - 4,588
Selling expenses -1,165 -5 - -1,170 -1,336 -49 - -1,385
Administrative expenses -928 -231 -235 -1,394 -1,026 -243 -231 -1,500
R&D expenses -1,018 -24 - -1,042 -1,065 -50 - -1,115
Exchange rate differences -201 - - -201 -165 - - -165
Operating result 4-9 1,115 -283 -235 598 1,021 -367 -231 423

Net sales

Net sales decreased 5 percent to SEK 10,704 M (11,221), corresponding to
7 percent decrease based on constant exchange rates. The decrease was

mainly related to a one-off effect from the new produce-to order process.

The change in unrealized exchange rate effects from effective cash flow
hedges amounted to SEK 34 M (117) and is reported in other comprehensive
income. Closing balance of unrealized exchange rate effects from effective
cash flow hedges in shareholders’ equity was SEK 36 M (-9) exclusive of tax.
According to Elekta’s currency hedging policy, anticipated sales in foreign

Net sales, Change, Operating currency may be hedged up to 24 months.
SEKM %! __result, SEKM Net financial items amounted to SEK -258 M (-234). The increase was
Ql 1,882 -15% 34 related to an impairment of participations in associates while interest
Q2 2,434 -16% 140 expense decreased due to lower interest rates.
Q3 2,673 1% 144 Income before tax amounted to SEK 340 M (189). Tax expense amounted
Q4 3,715 0% 347 to SEK -214 M (-44) or 63 percent (23). The tax rate is high because of low or
Full year 2016/17 10,704 7% 598 negative results in entities in low tax jurisdictions. Profit after tax amounted

1) Compared to last fiscal year based on constant exchange rate

to SEK 126 M (145).

Earnings RESULT OVERVIEW

Gross margin was 41 percent (41). EBITA before items affecting compara- SEKM 2016/17 2015/16
bility and bad debt losses amounted to SEK 1,661 M (1,639). The effect from Operating result/EBIT before items

changes in exchange rates was approximately SEK 315 M (60) including affecting comparability 1,115 1,021
hedges. Bad debt losses 46 149

Operating result increased by 41 percent and amounted to SEK 598 M o
(423). Operating margin was 6 percent (4). Amortization:

Research and development expenditures before capitalization of devel- Capitalized development costs s 526
opment costs decreased 12 percent to SEK 1,196 M (1,355) equal to 11 percent Assets relating business combinations 119 143
(12) of net sales. Capitalization of development costs and amortization of EBITA before items affecting
capitalized development costs amounted to net SEK 155 M (266), of which comparability and bad debt losses S0 1,639
SEK 178 M (290) relates to the R&D function. Capitalization within the R&D
function amounted to SEK 534 M (591) and amortization to SEK 356 M (301).
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Consolidated balance sheet

SEKM Note April 30, 2017 April 30, 2016
ASSETS

Non-current assets

Intangible assets 15 8,704 8,210
Tangible fixed assets 16 795 803
Shares in associated companies 18 22 12
Other financial assets 2,19 285 352
Deferred tax assets 14 375 281
Total non-current assets 10,181 9,658
Current assets

Inventories 20 936 1,135
Accounts receivable 21 3,726 3,301
Accrued income 1,640 2,126
Current tax assets 14 191 160
Derivative financial instruments 2 92 47
Other current receivables 22 802 741
Cash and cash equivalents 23 3,383 2,273
Total current assets 10,769 9,783
Total assets 20,950 19,441
EQUITY AND LIABILITIES

Equity

Parent Company shareholders:

Share capital 24 192 192
Contributed funds 812 740
Reserves 600 208
Retained earnings 5,171 5,262
Parent Company shareholders, total 6,774 6,402
Non-controlling interests 0 10
Total equity 6,774 6,412
Non-current liabilities

Long-term interest-bearing liabilities 25 5,272 3,065
Deferred tax liabilities 14 778 690
Long-term provisions 26 142 140
Other long-term liabilities 2 33 73
Total long-term liabilities 6,224 3,967
Current liabilities

Short-term interest-bearing liabilities 25 0 1,885
Accounts payable 1,000 1,122
Advances from customers 2,531 1,943
Prepaid income 27 1,874 1,648
Accrued expenses 28 1,875 1,817
Current tax liabilities 14 111 93
Short-term provisions 26 231 347
Derivative financial instruments 2 48 50
Other current liabilities 281 157
Total current liabilities 7,952 9,062
Total equity and liabilities 20,950 19,441

For information about assets pledged and contingent liabilities see Note 30 and 31 respectively.
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Consolidated financial statements

The Group's consolidated balance sheet has been affected by changes in
exchange rates. The balance sheets of the foreign subsidiaries are trans-

lated at the closing rate as per the closing date. The exchange rates used for

translation as per 30 April 2017 and 30 April 2016 respectively are presented
in the table on page 85.

Assets and capital employed

The Group's total assets increased by SEK 1,509 M to SEK 20,950 M (19,441).
Fixed assets totaled SEK 10,181 M (9,658) of which goodwill amounted to
SEK 5,388 M (5,069).

Current assets, excluding cash and cash equivalents, decreased by
SEK 124 M to SEK 7,386 M (7,510). Accounts receivable, accrued income and
inventories decreased by 4 percent (decreased by 11). Inventory value in
relation to net sales was 9 percent (10).

Cash and cash equivalents increased by SEK 1,110 M to SEK 3,383 M
(2,273) at year-end, totaling 16 percent (12) of total assets. Of total bank
balances SEK 12 M (10) were pledged primarily for commercial guarantees.

The Group's capital employed increased to SEK 12,046 M (11,360).

Liabilities and shareholders’ equity

Interest-free liabilities and provisions increased by SEK 825 M to SEK 8,904 M
(8,079). Interest-bearing liabilities totaled SEK 5,272 M (4,950). Net debt
amounted to SEK 1,889 M (2,677). Total equity was SEK 6,774 M (6,412).
Return on shareholders’ equity amounted to 2 percent (2) and return on
capital employed amounted to 5 percent (4). Net debt/equity ratio was
0.28 (0.42) and equity/assets ratio was 32 percent (33).

Working capital

Elekta’s operations is to a large extent project based. Payment flows from
projects generally occur in connection with order receipt, delivery and
acceptance, which generates fluctuations in working capital. Thus, move-
ments in working capital depend on the progress of projects and the tim-
ing of certain events in relation to terms in the contract. Invoicing and
payments from the customer occur in accordance with the terms of the

contract while revenue is recognized based on accounting principles. There-

fore cash flow from projects does not always coincide with the recognition
of revenue and may result in either an asset (accrued income) or a liability
(advances from customers).

Elekta’s payment terms varies significantly between regions and spe-
cific customers. For example, in China, the majority of Elekta’s custom-
ers are in the public sector. Financing and payments are normally struc-
tured by a bank through a letter of credit arrangement. When Elekta has
met certain performance conditions, payments are obtained from the issu-
ing bank. The majority of the proceeds are normally due at shipment. As
another example, the US is largely a private hospital market with replace-
ment investments. The operating cycle in the projects are typically shorter
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than Elekta’s average. In a typical customer relationship, Elekta receives
partial payments at order receipt, delivery, installation and acceptance.
North America is the region where Elekta has the lowest DSO. Lastly, cus-
tomers in Europe are typically public hospitals and contracts are awarded
through public procurement processes. In such cases, terms and conditions
are often pre-defined by the customer. This means that Elekta get paid late
in the operating cycle and payment times are generally longer than normal.
There are many examples of projects where customers pay after accep-
tance of installation.

Accounts receivable amounted to SEK 3,726 M (3,301) as per 30 April,
showing a increase of 13 percent in SEK. The majority of non-due accounts
receivable are normally due within 90 days.

In alimited number of customer projects, Elekta is providing financing
through extended payment terms. Such receivables amounted to
SEK 185 M (181) as per 30 April and are included in “Other financial assets”
in the balance sheet and specified as “Contractual receivables” in note 19.

Customer advances represent projects for which invoiced amounts
exceed revenue recognized. Advances from customers amounted to SEK
2,531 M (1,943) as per 30 April, an increase of SEK 588 M. The increase; early
in the year due to the produce-to-order process and later in the year due to
large project advances.

WORKING CAPITAL

SEKM April 30, 2017 April 30, 2016
Working capital assets

Inventories 936 1,135
Accounts receivable 3,726 3,301
Accrued income 1,640 2,126
Other operating receivables 802 741
Sum working capital assets 7,104 7,303
Working capital liabilities

Accounts payable 1,000 1,122
Advances from customers 2,531 1,943
Prepaid income 1,874 1,648
Accrued expenses 1,875 1,817
Short-term provisions 231 347
Other current liabilities 281 157
Sum working capital liabilities 7,792 7,035
Net working capital -688 268
Percent of net sales -6% 2%
Net working capital amounted to SEK -688 M (268) at year-end, corre-
sponding to -6 percent (2) of net sales.
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Changes in consolidated equity

Other Elekta AB:s Non-
Share contributed Translation Hedge Retained owners, controlling Total
SEKM Note capital capital reserve reserve earnings total interests equity
Opening balance May 1, 2015 192 740 490 -95 5,310 6,638 8 6,646
Profit for the year - - - - 137 137 8 145
Remeasurements of defined benefit
pensions plans - - - - 8 8 - 8
Cash flow hedges - - - 1179 - 117 - 117
Translation differences from foreign operations - - -280 - - -280 -1 -281
Tax relating to components of other
comprehensive income 14 - - - -25 -2 -27 - -27
Other comprehensive income 0 0 -280 92 6 -182 -1 -183
Total comprehensive income 0 0 -280 92 143 -45 7 -38
Dividend - - - - -191 -191 -5 -196
Conversion of convertible loan 0 0 - - - 0 - 0
Transactions with the shareholders, total 0 0 0 0 -191 -191 -5 -196
Closing balance April 30, 2016 192 740 210 -2 5,262 6,402 10 6,412
Opening balance May 1, 2016 192 740 210 -2 5,262 6,402 10 6,412
Profit for the year - - - - 125 125 1 126
Remeasurements of defined benefit
pensions plans - - - - 1 1 - il
Cash flow hedges - - - 34 - 34 - 34
Translation differences from foreign operations - - 364 - - 364 - 364
Tax relating to components of other
comprehensive income 14 - - - -7 0 -7 -7
Other comprehensive income 0 0 364 27 1 392 0 392
Total comprehensive income 0 0 364 27 126 517 518
Acquisition of non-controlling interest - - - - -31 =31 =, -32
Dividend - - - - -191 -191 =10 -201
Incentive programs - - - - 5 5 - 5
Tax effect incentive programs - - - - 0 0 = 0
Conversion of convertible loan 0 72 - - - 72 - 72
Transactions with the shareholders, total 0 72 0 0 -217 -145 -11 -156
Closing balance April 30, 2017 192 812 574 26 5,87/ 6,774 0 6,774

1) Of which transferred to the income statement in 2016/17: SEK -185 M (-132)
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Comments on changes in consolidated equity

Consolidated financial statements

In 2016/17 Elekta paid a total dividend of SEK 191 M. The dividend payment
has affected equity through a reduction of retained earnings.

During 2016/17, a number of 730,769 new A-shares and 8,593 new
B-shares were subscribed through conversion of convertibles, which have
affected equity by increases in share capital and contributed funds, by
SEK 72 M in total.

The total number of shares in Elekta as of April 30, 2017, amounted
to 383,568,409 of which 14,980,769 A-shares and 368,587,640 B-shares.
See Note 24 for more information on share capital.

Total equity includes equity of foreign subsidiaries. Translation is per-
formed at closing rate and the translation difference is reported in the
translation reserve via other comprehensive income. The translation differ-
ence amounted to SEK 364 M (-281) in 2016/17. Shareholders’ equity in for-
eign currency is hedged when it is deemed appropriate in individual cases.
The translation reserve includes all exchange rate differences arising in con-
junction with the translation of foreign operations that have prepared their

CHANGES IN CONSOLIDATED EQUITY

financial reports in a currency other than that used in the group’s financial
reports. In addition, the translation reserve consists of exchange rate dif-
ferences arising from the translation of liabilities raised as a hedging instru-
ment for a net investment in foreign operations. The translation reserve
amounted to SEK 574 M (210) at year end.

Cash flow hedges are reported in the hedge reserve via other compre-
hensive income. Elekta hedges its currency risk in line with the policy estab-
lished by the Board. The scope of this hedging is determined by the Com-
pany’s currency risk assessment. Currency hedging is defined on the basis
of the expected sales in foreign currency over up to 24 months. Hedging is
done to reduce the effects of short-term fluctuations on the currency mar-
kets. The hedge reserve includes the effective portion of the accumulated
net change in the fair value of cash flow hedging instruments attribut-
able to hedging transactions that have not yet occurred. During 2016/17 the
change in the hedge reserve was SEK 27 M (92) after tax and the closing bal-
ance of the hedge reserve was SEK 26 M (-2).

CONSOLIDATED EQUITY AND RETURN
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Consolidated cash flow statement

SEKM Note 2016/17 2015/16
Operating activities

Profit before tax 340 189
Non-cash items:

Depreciation 6,15,16 655 634
Interest net 32 178 203
Other non-cash items etc. 32 50 147
Operating cash flow before interest and tax 1,222 1,173
Interest received 31 37
Interest paid -219 -233
Income taxes paid 14 -268 -268
Operating cash flow 767 709
Increase (-)/decrease (+) in inventories 231 80
Increase (-)/decrease (+) in operating receivables 158 350
Increase (+)/decrease (-) in operating liabilities 662 31
Change in working capital 1,051 461
Cash flow from operating activities 1,819 1,170
Investing activities

Investments in intangible assets 15 -633 -596
Investments in machinery and equipment 16 -141 -187
Sale of fixed assets 0 14
Increase in long-term receivables 0 -12
Decrease in long-term receivables 0 7
Continuous investments 774 -774
Cash flow after continuous investments 1,045 396
Business combinations 32,34 -24 -24
Divestment of other shares - 5
Repayments from partnerships 18 6 7
Cash flow from investing activities =792 -786
Cash flow after investments 1,027 384
Financing activities

Borrowings 1,996 1
Repayment of debt -1,829 -1,108
Acquisition of non-controlling interest -21 -
Dividend -201 -196
Cash flow from financing activities -55 -1,303
Cash flow for the year 972 -920
Change in cash and cash equivalents during the year

Cash and cash equivalents at the beginning of the year 2,273 3,265
Cash flow for the year 972 -920
Exchange rate differences 138 -72
Cash and cash equivalents at the end of the year 23 3,383 2,273
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Comments on the consolidated cash flow statement

Consolidated financial stateme

nts

The cash flow statement describes the ability of the operations to gener-
ate cash and cash equivalents. Elekta’s cash flow is used primarily to finance
market growth, strategic research projects and investments. Based on the
income statement and balance sheet translated at the average exchange
rate, the statement shows the Group's net flows during the year.

Elekta’s project-based operations affect cash flow through movements
in working capital. Payment flows from projects generally occur in connec-
tion with order receipt, delivery and acceptance - mostly not coinciding
with revenue recognition - thus generating fluctuations in working capital
levels. See also comments on working capital on page 73.

The operating cash flow (cash flow from operating activities exclu-
sive of change in working capital) amounted to SEK 767 M (709), a increase
of SEK 58 M compared with the preceding year.

CASH FLOW AFTER CONTINUOQUS INVESTMENTS

Cash flow from operating activities increased to SEK 1,819 M (1,170). The
cashflow improvement was mainly due to positive effects from the transfor-
mation program with a reduction of working capital.

Cash flow from investing activities amounted to SEK-792 M (-786)
including investments in intangible assets of SEK -633 M (-596).

Cash flow after continuous investments increased by SEK 649 M to
SEK 1,045 M (396) including a negative effect of SEK 575 M from payments
related to the transformation program and costs related to legal disputes.

Cash flow after investments amounted to SEK 1,027 M (384), including
payments relating to business combinations of SEK -24 M (-24).

Cash flow from financing activities amounted to SEK -55 M (-1,303).

SPECIFICATION OF CASH FLOW AFTER CONTINUOQUS INVESTMENTS
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Financial statements — Parent Company

Income statement - Parent Company

Balance sheet - Parent Company

SEKM Note 2016/17 2015/16 SEKM Note April30,2017  April 30, 2016
Administrative expenses -108 -98 ASSETS
Operating result before other Non-current assets
items affecting comparability 578 -108 -98 Intangible assets 15 75 83
Other items affecting comparability -11 =22 Shares in subsidiaries 17 2,222 2,129
Operating result -119 -120 Shares in associated companies 18 0 0
Income from participations Receivables from subsidiaries 2,679 2,662
in Group companies 10 268 615 Other financial assets 19 26 73
Income from participations in associated 18 -30 -27 Deferred tax assets 14 63 29
Interest income and similar items 12 153 194 Total non-current assets 5,065 4,976
Interest expenses and similar items 12 -222 -227 Current assets
Exchange rate differences 7 4 Receivables from subsidiaries 3,870 4,145
Appropriations 13 0 43 Other current receivables 22 31 35
Profit before tax 58 482 Cash and cash equivalents 23 2,479 1,499
Income taxes 14 33 21 Total current assets 6,380 5,679
Profit for the year 91 503 Total assets 11,445 10,655
.. EQUITY AND LIABILITIES
Statement of comprehensive income - Parent Company Equity
SEKM 2016/17 2015/16 Share capital 24 192 192
Profit for the year 91 503 Statutory reserve 156 156
Other comprehensive income Restricted equity 348 348
[tems that subsequently may be Premium reserve 657 585
reclassified to the statement of income: Retained earnings 1,601 1,698
Hedge of net investment — _ Unrestricted equity 2,258 2,283
Tax = - Total equity 2,606 2,631
Other comprehensive income, net - - Untaxed reserves 13 - -
Total comprehensive income 91 503 Long-term provisions 26 36 53
Long-term interest-bearing liabilities 25 5,268 3,063
Long-term liabilities to subsidiaries 25 39 39
Total long-term liabilities 5,307 3,102
Current liabilities
Short-term interest-bearing liabilities 25 - 1,872
Short-term liabilities to subsidiaries 25 3,342 2,752
Short-term provisions 26 30 29
Other current liabilities 29 123 216
Total current liabilities 3,495 4,869
Total equity and liabilities 11,445 10,655
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Cash flow statement — Parent Company

SEKM Note 2016/17 2015/16
Operating activities

Profit before tax 57 482
Interest net 32 47 24
Other non-cash items etc. 32 168 78
Interest received 153 195
Interest paid -229 -228
Income taxes paid 14 -20 -5
Operating cash flow 176 546
Increase (-)/decrease (+) in operating receivables 459 -412
Increase (+)/decrease (-) in operating liabilities -83 -13
Change in working capital 376 -425
Cash flow from operating activities 552 121
Investing activities

Investments in subsidiaries 32 -84 -24
Increase (-)/decrease (+) in long-term receivables -4 1
Cash flow from investing activities -88 -23
Cash flow after investments 464 98
Financing activities

Borrowings 2,587 52
Repayment of debt -1,887 -1,079
Conversion of convertible loans 72 -
Dividend -191 -191
Cash flow from financing activities 582 -1,218
Cash flow for the year 1,046 -1,120
Change in cash and cash equivalents during the year

Cash and cash equivalents at the beginning of the year 1,499 2,630
Cash flow for the year 1,046 -1,120
Exchange rate differences -66 -11
Cash and cash equivalents at the

end of the year 23 2,479 1,499

Changes in equity — Parent Company

Financial statements - Parent Company

Restricted equity

Unrestricted equity

Statutory Premium Retained Total
SEKM Share capital reserve reserve earnings equity
Opening balance May 1, 2015 192 156 585 1,386 2,319
Profit for the year - - - 503 503
Other comprehensive income - - - - -
Total comprehensive income - - - 503 503
Dividend - - - -191 -191
Conversion of convertible loan 0 - 0 - 0
Transactions with the shareholders, total 0 0 0 -191 -191
Closing balance April 30, 2016 192 156 585 1,698 2,631
Opening balance May 1, 2016 192 156 585 1,698 2,631
Profit for the year - - - 91 91
Other comprehensive income - - - - -
Total comprehensive income - - - 91 91
Dividend - - - -191 -191
Incentive programs 0 - 0 2 2
Conversion of convertible loan 0 - 72 - 72
Transactions with the shareholders, total 0 - 72 -189 -117
Closing balance April 30, 2017 192 156 657 1,601 2,606
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Notes

Note 1 Accounting principles

Elekta AB, with corporate registration number 556170-4015, is a Swedish
public company with its registered office in Stockholm. The address to the
head office is Elekta AB, Box 7593, SE-103 93 Stockholm.

This annual report, including the consolidated financial statements,
was signed and approved for publication by the board of directors of Elekta
AB on July 10, 2017. The statements of income and the balance sheets, for
the Parent Company and the Group, included in the annual report and the
consolidated financial statements, are subject to adoption by the annual
general meeting on August 23, 2017.

The most important accounting principles applied in the preparation
of the financial reports are set out below. Mainly, the same principles are
applied for the Parent Company and the Group. The Parent Company’s
accounting principles deviating from those applied by the Group, or con-
sidered important to describe, are stated under a separate heading at the
end of this note.

Basis for preparation

Elekta’s consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards (IFRS) as endorsed by the Euro-
pean Union (EU) on April 30, 2017, the Swedish Annual Accounts Act and stan-
dard RFR 1of the Swedish Financial Reporting Board. The Parent Company’s
financial reports have been prepared in accordance with the Swedish Annual
Accounts Act and standard RFR 2 of the Swedish Financial Reporting Board.

Measurement basis

Assets and liabilities are recognized at historical cost apart from financial
assets and liabilities that are derivatives and contingent considerations,
which are recognized at fair value.

New and revised IFRS applied from 1 May, 2016

No new or revised standards with material impact on the financial reports
have been applied from 1 May 2016.

New and revised IFRS not yet applied

The following new standards have been published by the IASB but are either
not yet effective or not yet adopted by the EU.

e IFRS 9 Financial Instruments
IFRS 9 is a new standard on accounting for financial instruments and
will replace IAS 39. The standard comprise classification, valuation and
impairment of financial instruments as well as hedge accounting. The
evaluation of the impact from implementing the standard on the finan-
cial statements of the Group is ongoing. Areas that will be further evalu-
ated relate to classification of receivables and the effect on the bad debt
provision from replacing the incurred loss model currently applied for
impairment with an expected loss model. The current assessment is that
the implementation of the standard will not have any material impact
on the Group's financial position or result. The standard is effective for
annual reporting periods beginning on or after 1 January 2018 and Elekta
willimplement the new standard as of 1 May 2018.

o |FRS 15 Revenue from Contracts with Customers
IFRS 15 Revenue from Contracts with Customers is a new revenue recogni-
tion standard replacing IAS 18 Revenue and IAS 11 Construction contracts.
Elekta has evaluated expected effects from implementing the new standard
and directional accounting principle decisions have been taken. Based on the
analysis performed, a one-time effect is expected to be reported in equity
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mainly relating to the timing for revenue recognition of treatment solutions.
With the present policy, treatment solutions are revenue recognized when
risks and rewards are transferred to the customer, which is normally at the
time of shipment. According to IFRS 15 revenue recognition should occur at
the time of transfer of control to the customer, which according to Elektas
assessment is when the treatment solution is ready for installation at the cus-
tomer’s site. As under the present policy, some agreements with customers
stipulates terms that will mean that transfer of control occurs at the time of
acceptance. The financial impact that will be reported in equity on transition
will primarily depend on the number of treatment solutions that are shipped
but are not yet ready for installation at the customer site at this point in time.
Other less significant financial effects are also expected from the transition,
mainly relating to changes in the allocation of the transaction price to various
performance obligations. The standard provides a choice of two transition
methods and Elekta has tentatively taken a decision to apply the full retro-
spective method with restatement of comparative periods. The Group is cur-
rently performing a more detailed assessment of the impact from the imple-
mentation of IFRS 15, both from an operational and financial perspective. This
exercise is still ongoing and therefore it is not practicably possible to disclose
reliable estimates of the expected financial effects. The standard is effective
for annual reporting periods beginning on or after TJanuary 2018 and Elekta
willimplement the new standard as of 1 May 2018.

o IFRS16 Leases
IFRS 16 Leases will replace IAS 17 Leases and the related interpretations IFRIC
4, SIC15 and SIC 27. The new standard will affect the accounting for leases
in the books of a lessee, whereas the accounting will in all material aspects
remain unchanged for lessors. With the new standard there will no longer
be a distinction between operating and finance lease. All leases, with the
exception of short-term leases and those of minor value, will be recognized
in the balance sheet. Depreciation of lease assets must be separately rec-
ognised from interest on lease liabilities in the income statement. The eval-
uation of the effect on the financial statements of the Elekta Group is ongo-
ing. The initial assessment is that the major effect from implementing the
new standard will relate to operating lease agreements for offices, facto-
ries and warehouses. The standard is effective for annual reporting periods
beginning on or after 1 January 2019. Not yet endorsed by the EU.

Other new or revised standards and interpretations, not yet applied, are
not considered to have a material impact on the Elekta Group's financial

statements.

Consolidated accounts

The consolidated accounts include Elekta AB (the Parent Company) and its
subsidiaries. Subsidiaries are all companies in which the Group has a con-
trolling interest. The Group has a controlling interest in a company when

it has exposure, or right, to variable returns from its holding in the com-
pany and has the ability to use its power over the company to affect the
returns. A subsidiary is included in the consolidated accounts from the point
in time when the controlling interest is obtained until the point in time when
the controlling interest ceases. Intra-group transactions, balance sheet
items and unrealized intra-group profits are eliminated in the consolidated
accounts.

The acquisition method

The consolidated accounts have been prepared in accordance with the acqui-
sition method, which means that the cost of shares in subsidiaries is elim-
inated against their equity at the time of acquisition. Acquisition related
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transaction costs are not included in the cost of the shares but expensed as
incurred. The equity in a subsidiary is determined on the basis of the fair value
of assets, liabilities and contingent liabilities at the acquisition date. Thus, only
the part of the subsidiary’s equity which has arisen after the acquisition date
isincluded in the consolidated accounts. In business combinations, where the
sum of (i) the cost of shares in subsidiaries, (ii) the value of non-controlling
interest and (iii) the fair value of previously held equity interest, exceeds the
fair value of the Group's share of acquired identifiable net assets at acquisi-
tion, the difference is reported as goodwill. A negative difference, negative
goodwill, is recognized immediately as an income in the income statement.

If the initial accounting for a business combination is incomplete by the end
of the reporting period in which the combination occurs, provisional amounts
are reported for the items for which the accounting is incomplete. Such
amounts may be adjusted during the measurement period, or new assets or
liabilities may be recognized, to reflect new information obtained about facts
and circumstances that existed as of the acquisition date and, if known, would
have affected the measurement of the amounts recognized as of that date.

Non-controlling interests

In connection with acquisitions of less than 100 percent, when a controlling
influence is achieved, non-controlling interests are determined either as

a proportional share of the fair value of identifiable net assets excluding
goodwill or at fair value. Non-controlling interests are recognized as a sepa-
rate item in the Group's equity. The Group's profit or loss and every compo-
nent of other comprehensive income are attributable to the shareholders of
the Parent and to non-controlling interests. Losses attributable to non-con-
trolling interests are recognized even if this results in a negative balance.
Subsequent acquisitions up to 100 percent and divestments of participa-
tions in a subsidiary that do not lead to a loss of controlling influence are
recognized as equity transactions.

Translation of foreign subsidiaries
The Group companies prepare their financial statements in their func-
tional currency, i.e. the currency used in the primary economic environ-
ment in which they mainly operate. These reports provide the basis for the
consolidated accounts which are prepared in Swedish kronor (SEK), which is
the functional currency of the Parent Company and the presentation cur-
rency. The income statements and balance sheets of foreign subsidiaries
have been translated, from their respective functional currency, to the pre-
sentation currency of the Group. All items in the income statements have
been translated at the average rate for the reporting period, while assets
and liabilities in the balance sheets have been translated at the closing
rate. Translation differences are reported in other comprehensive income.
Certain long-term financing related to subsidiaries, where a settlement
is not considered to take place in the foreseeable future, is considered as an
increase in the Parent Company’s net investment in the subsidiaries. Taking
the tax effect into consideration, exchange gains and losses are reported in
other comprehensive income.

Associates

Associates are companies which are not subsidiaries but in which the
Group has a significant, but not controlling, interest. This normally means
companies in which the holding represents more than 20 percent but less
than 50 percent of the voting rights. Associates are reported by use of the
equity method. Holdings in associates are initially recognized at cost in the
consolidated balance sheet. The carrying amount is adjusted for the share
of associates’ earnings after the acquisition date. Dividends from asso-
ciates are reported as a reduction of the carrying amount. Income from
participations in associates is a separate line in the income statement.

Segment reporting

Operating segments are reported in accordance with management report-
ing as reported to the chief operating decision-maker. The chief oper-
ating decision-maker is the function that is responsible for allocation of
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resources and assessment of the operating segments’ performance.

In Elekta, this function has been identified as the President and CEO who

is responsible for and deals with the continuous administration of the
Group based on the board’s guidelines and instructions. To his aid, he has
the executive management. Elekta’s President and CEO evaluates busi-
ness performance from both geographic and product based perspectives.
The geographic follow-up is however the main perspective and the product
based perspective constitutes a complement to the geographic monitoring
and control. It is from the geographic perspective that the business activ-
ity is conducted and managed. Evaluation of financial performance is exe-
cuted for three geographic regions which are Elekta’s operating segments:

e North and South America
e Europe, Middle East and Africa

e Asia Pacific

The same accounting principles are applied in the segment reporting as
for the Group.

Income statement

Elekta presents its income statement classified by function where the operat-
ing expenses are allocated to cost of products sold, selling expenses, administra-
tive expenses and R&D expenses. Exchange rate differences and items affecting
comparability are reported on separate lines within the operating result. These
items have been identified as important to distinguish from operating revenue
and costs directly related to functions in order to ease comparability over time.
Items affecting comparability are events or transactions with significant finan-
cial effects, which are relevant for understanding the financial performance
when comparing income for the current period with previous periods, including
restructuring programs, expenses relating to major legal disputes, impair-
ments and gains and losses from acquisitions or disposals of subsidiaries.

Revenue recognition

Elekta’s revenue is derived primarily from the sales of hardware and soft-
ware products, as well as service contracts and services to these prod-
ucts. The revenue is valued at the fair value of the consideration received or
receivable, and represents the amounts received for sold products and ser-
vices, net of sales discounts, returns and value added tax.

Revenue from the sale of products is recognized when all of the follow-
ing conditions are satisfied:

e The risk and rewards of ownership of the goods has been transferred to
the buyer

e The Group retains neither continuing managerial involvement to the
degree usually associated with ownership nor effective control over the
goods sold

e The amount of revenue and the related costs can be measured reliably

e Itis probable that the economic benefits associated with the transaction
will flow to the entity

The above implies that each contract requires an examination of any cir-
cumstances, terms and conditions affecting the transaction.

Revenue from the rendering of service is recognized when the out-
come can be estimated reliably and it is probable that the economic bene-
fits associated with the transaction will flow to the entity. When the service
is performed by an undetermined number of acts over the specified service
period, revenue is recognized on a straight-line basis over the service period.

Bundled deals, where hardware, software products and service may be
included in the same deal, are very common. A bundled deal is treated as a
project and is supported by a project team that coordinates the delivery and
implementation of the products, which can occur at different stages. For
bundled deals the total revenue is allocated to its different parts based on
their relative fair values. As explained below, methods for revenue recognition
are different between hardware products, software products and services.
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The timing of revenue recognition often does not coincide with invoicing and
payments from customers. Payment terms or conditions for projects differ
between regions. In some markets, partial payments will be due upon cer-
tain events such as order receipt, delivery and acceptance. In other markets,
the entire payment is due upon completion of implementation or accep-
tance. Amounts invoiced are reported as accounts receivable while revenue
recognized amounts not yet invoiced are reported as accrued income.

Hardware products

The risk and rewards related to hardware products are usually transferred to
the customer upon shipment or delivery depending on the contracted ship-
ment terms. The hardware products are delivered to comply with the deliv-

ery date contracted with the customer. At this point the customer has invested
heavily in preparing an appropriate environment in which to accommmodate the
equipment and will be firmly committed to embarking upon the final stages

of the project such as installation and training and this is normally the point in
time where the main part of revenue is recognized. Once technical acceptance
has been received from the customer the last part of revenue (related to instal-
lation and training) is recognized. Hardware products include integrated soft-
ware components required for the product’s essential functionality.

Software products

After completing the implementation of software, or a part thereof, the
customer will be presented with a certificate detailing the products deliv-
ered which is then signed by the customer. When the customer has signed
the certificate, fully or partly, it serves as proof of acceptance. By sign-

ing it the customer confirms that the products, services and training have
been provided in accordance with the agreement and that the software has
been handed over to the customer for clinical use. When Elekta receives the
signed certificate, revenue will be recognized given that all conditions for
revenue recognition have been met. Many times, the acceptance procedure
is performed in steps which also leads to a gradual recognition of revenue.

Service contracts

Service revenue is recognized on a straight-line basis over the contractual term
of the arrangement or the expected period during which those specified services
will be performed. Maintenance and support agreements on software products
are generally renewed on an annual basis. The revenue for maintenance and
support will be deferred and amortized over the length of the contract.

Employee benefits

Remuneration paid to employees in the form of wages/salary, paid vaca-
tion, etcetera is accounted for as it is earned. Pensions are reported either
as defined contribution plans or as defined benefit plans.

Pensions

Most of Elekta’s pension commitments are met through ongoing payments
to authorities or other independent organizations that administer the pen-
sion plans. For these defined contribution pension plans, a pension cost is
reported on a continuous basis as the benefits are earned, which normally
coincides with the date on which the fees are paid.

Elekta has defined benefit pension plans for certain employees in a few
countries. Independent actuaries calculate the magnitude of the obliga-
tions in each plan and revalue the obligations of the pension plans each
year. The pension costs are estimated using the so-called projected unit
credit method in a way that distributes the costs over the employee’s work-
ing life. These obligations are valued at the present value of the expected
future payments. Actuarial gains and losses are reported in other compre-
hensive income in the period during which they arise.

Share-based compensation

Ongoing share programs are reported according to IFRS 2 Share-based pay-
ments and are mainly equity-settled. The conditions of the share programs
state that they may be settled in other ways than through shares. This pos-

sibility is only applied to a very limited extent and neither cost nor obligation
are material amounts.

Accounting for equity-settled share-based compensation programs
entails that the instrument’s fair value at grant date is recognized in the
income statement over the vesting period, with a corresponding adjust-
ment to equity. This leads to an estimated cost, corresponding to the
earned portion of the estimated share value at allotment, being charged
to profit and loss over the vesting period. At each closing in the vesting
period the expected number of vested shares is revised and the impact of
any changes over the original estimates are recognized in the income state-
ment, with a corresponding adjustment to equity.

In addition, provisions are made for estimated employer contributions
related to the share programs. Calculations are based on a theoretical mar-
ket valuation where the market value is calculated using Black & Scholes
based on the share price on the closing date. For allotted shares, social secu-
rity expenses are paid on the basis of the market value on the allotment date.

Taxes

The tax expense in the income statement includes all tax that is to be paid
or received for the current year, adjustments relating to previous years’
current tax, and changes in deferred tax. Deferred tax is calculated and
reported in accordance with the balance sheet method. In accordance with
this method, deferred taxis calculated on the basis of the temporary differ-
ences between the tax bases and the carrying amounts of assets and liabili-
ties. Deferred tax assets relating to loss carry-forwards and other future tax
credits are recognized to the extent it is probable that deductions can be
made against future profits. Valuation is based on nominal amounts based
on the tax rules prevailing in each country and the anticipated tax rate for
the following year in each country. Deferred taxes relating to temporary dif-
ferences attributable to investments in subsidiaries are not recognized in
the consolidated financial statements since Elekta AB, in all cases, can con-
trol the time of reversal of the temporary differences and it is not considered
probable that such a reversal will occur in the foreseeable future. Deferred
tax assets and deferred tax liabilities are offset when there is a legal right to
do so and when the deferred tax amounts concern the same tax authority.
For items recognized in profit or loss, the related tax effects are also recog-
nized in profit or loss. For items recognized in other comprehensive income,
related tax effects are also recognized in other comprehensive income.

Intangible assets

Intangible assets contain goodwill, capitalized development costs, customer
contracts, customer relationships and other intangible assets. Other intan-
gible assets mainly consist of acquired technology. Amortization of intangi-
ble assets is reported in the income statement and allocated to functions as
applicable. There are no intangible assets related to manufacturing processes
or the like, therefore no amortization is allocated to cost of goods sold.

Goodwill

Goodwill comprises the positive amount by which the sum of (i) the cost
of shares in subsidiaries, (ii) the value of non-controlling interest and (iii)
the fair value of previously held equity interest exceeds the fair value of the
Group's share of acquired identifiable net assets at acquisition. Goodwill is
carried at cost less accumulated impairment losses. Goodwill is tested for
impairment on an annual basis, or more frequently if indicated. See also
section Impairment.

Research and development

Research costs are expensed as they are incurred. In those instances in which
itis difficult to distinguish between the research phase and the development
phase in a project, the entire project is considered as research and is expensed
asincurred. ldentifiable costs for the development of new products are cap-
italized to the extent that these are considered to provide future economic
benefits. In other instances, development expenditures are expensed as they
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are incurred. Costs for development once reported in the income statement
are never capitalized in future periods. Capitalized expenditures are amor-
tized on a straight-line basis from the time when the asset is available for use,
which normally occurs when it is produced commercially, and during the esti-
mated useful life of the asset. The amortization period is 3-5 years.

Customer relations and other intangible assets

Intangible assets also include technology, brands, customer relations,
etcetera. In conjunction with the acquisition of such assets, the acquisition
values are reported as assets, which are amortized on a straight line basis
over the estimated useful life. Surplus value in acquired order backlog is also
reported as other intangible assets.

Amortization periods:

Technology 5-11years
Brands 6-10 years
Customer relations 10-20 years
Order backlog 0.5-1year
Tangible assets

Tangible assets acquired by Group companies are reported at cost, less
accumulated depreciation and any write-downs. Assets in acquired com-
panies are reported at fair value on the acquisition date after deduc-
tion of subsequent accumulated depreciation. Machinery and equipment
is depreciated on a straight-line basis during its economic life of between
3 and 5 years. Installations and improvements on third party property are
depreciated over the period of the lease agreement.

The residual value of assets and their useful economic lives are reviewed
annually and adjusted as required.

Impairment

The carrying amount of a depreciated asset is tested for impairment when-
ever there are indications that the carrying amount might not be recoverable.
If there are indications of impairment, the asset’s recoverable amount is calcu-
lated. The recoverable amount consists of the higher of the value in use of the
asset in operations and the value that would be received if the asset was sold to
athird party, the net realizable value. Value in use consists of all incoming and
outgoing payments attributable to the asset during the period it is expected to
be used in operations, plus the net realizable value at the end of the useful life.
If the calculated recoverable amount is less than the carrying amount, impair-
ment is made to the asset’s recoverable amount. An impairment loss recog-
nized in previous periods is reversed if the reasons for the impairment no lon-
ger exist. However, a reversal will not be higher than the carrying amount would
have been if an impairment loss had not been recognized in previous periods.

Goodwill is subject to annual impairment testing even if there are no indi-
cations of impairment. The carrying amount of goodwill is allocated to cash
generating units. When testing for impairment of goodwill, the assets are
grouped in cash-generating units and assessments are made on the basis of
these units’ future cash flows. Impairment losses on goodwill are not reversed.

Allimpairment losses, and any reversals of the same, are recognized in
the income statement.

Leasing

The lease of tangible assets, for which the Group is essentially responsi-

ble for the same risks and benefits as it would be in the case of direct own-
ership, is classified as finance lease. The leased asset is reported as a fixed
asset and the corresponding obligation to pay a lease fee is reported as

an interest-bearing liability. The lease payments are distributed between
amortization of the liability and financial expense, so that each reporting
period is charged with an interest amount corresponding to a fixed interest
rate on the reported liability during each period. The leased asset is depre-
ciated in accordance with the same principles that apply to owned assets
of the same type. If any uncertainty exists about whether the asset will be
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taken over at the end of the lease period, the asset is depreciated over the
lease period, if this is shorter.

Lease of assets, for which the lessor, for all practical purposes, is con-
sidered the owner, is classified as operating lease. The lease fee is expensed
on a straight-line basis over the lease period.

Inventories

Inventories are valued in accordance with the “first in, first out’ principle and
at the lower of cost and net realizable value. Internal profits arising from
deliveries between Group companies are eliminated upon consolidation.

Transactions and balances in foreign currency

Transactions in foreign currency are translated to the respective Group
Company’s functional currency by use of the currency rate prevailing on the
transaction date. Monetary receivables and liabilities in foreign currency are
similarly translated by use of the closing day rate. Exchange rate differences
arising upon translation, and upon payment of the transaction, are reported
in the income statement with the exception of those related to qualified
hedge transactions, related to cash flows or net investments, which are recog-
nized in equity under other comprehensive income. Exchange rate gains and
losses on operating balance sheet items are recognized in the operating result.
Exchange rate gains and losses on loans and investments are recognized as
financial items. Non-monetary assets and liabilities carried at historical cost
are translated at the exchange rate prevailing on the transaction date.

Financial instruments

Afinancial asset or a financial liability is reported in the balance sheet when
the Company becomes party to the contractual terms and conditions of
the instrument. A financial asset is removed from the balance sheet when
the contractual rights are realized, fall due, or the Company loses control

of them. Spot acquisitions or sales of financial assets are reported on the
settlement date, which is the date on which the asset is delivered. Accounts
receivable are reported in the balance sheet when the invoice is dispatched.

The fair value of quoted financial assets corresponds to the asset’s listed bid
price on the closing date. In the absence of such information, a valuation is car-
ried out using generally accepted methods such as the discounting of future
cash flows at the quoted market interest rate for the particular maturity.

For short-term loans and investments, the fair value is deemed to com-
ply with the carrying amount in view of the fact that a change in market
rate of interest does not have a material effect on the market value.

Financial assets and liabilities are off-set and reported at a net amount
in the balance sheet when there is alegal right to net and when the inten-
tion is to settle the items using a net amount or simultaneously realize the
assets and settle the liability.

Financial assets and liabilities are divided into the following categories in
accordance with IAS 39.

Financial assets measured at fair value through profit or loss
Assets are classified in this category when the intention is to sell in the short
term. Derivatives with a positive market value are classified in this cate-

gory unless they are used for hedge accounting. Assets in this category are
recognized at fair value and changes in value are recognized in the income
statement. Only financial derivatives assigned to this category during the year.

Loan receivables and accounts receivable

Loan receivables and accounts receivable are financial assets, which are not
derivatives, with fixed or determinable payments, which are not quoted in
an active market. The receivables arise when money, goods or services are
provided directly to another party without any intention of trading in the
receivables. Assets in this category are measured at amortized cost less
any provision for impairment. The category include for example accounts
receivable as well as cash and cash equivalents.
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Accounts receivable

Since the anticipated life of accounts receivable is short, reporting is based on
the amounts expected to be received, based on individual assessment of any
bad debts, without discounting in accordance with the method for amortized
cost. Impairment loss on accounts receivable is recognized in operating profit.

Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances with financial
institutions and short-term investments with an original maturity of less than
three months. Cash and cash equivalents are reported at nominal value.

Financial liabilities at fair value through profit or loss

This category includes derivatives with negative fair values that are not
used for hedge accounting, financial liabilities held for trading and contin-
gent considerations. Liabilities in this category are measured at fair value
with changes in that value recognized in the income statement.

Financial liabilities measured at amortized cost

This category includes financial liabilities that are not held for trading, for
example loans and accounts payable. These are recognized initially at fair
value, net after transaction costs, and subsequently at amortized cost
according to the effective interest method.

Loan liabilities

Loan liabilities are initially reported at fair value, net of transaction costs, and
subsequently at amortized cost according to the effective interest method.
Loan liabilities carrying a fixed rate of interest that are reported under hedge
accounting in line with the method for fair value hedging are valued at mar-
ket in respect of the interest component. Changes in market value are off-set
with changes in value of the hedge instrument in net financial items.

A convertible loan is recognized as a compound financial instrument
divided into a liability component and an equity component. Upon initial
recognition of the convertible bond, the fair value of the liability component
is determined based on the present value of the contractually determined
stream of cash flows based on a discount rate determined from the market
rate of comparable instruments without the conversion option. Subsequent
to initial recognition, the liability component is measured based on its amor-
tized cost, using the effective interest method. The carrying value of the lia-
bility component gradually approaches the nominal value of the convert-
ible loan. The gradual increase in the liability component is recognized in the
income statement as interest expense and the total interest expense of the
convertible loan therefore includes the gradual increase in the liability com-
ponent as well as the cash coupon. The equity component is calculated as the
difference between the nominal value of the convertible loan and the initially
recognized liability component. The equity component is carried at a fixed
value in shareholders’ equity. Transaction costs related to the issue of the
convertible loan are distributed between the liability and equity component
in proportion to the distribution of the issue proceeds. The transaction costs
are included in the calculation of amortized cost, using the effective interest
method, and are expensed over the term of the convertible loan.

Hedging of net investments

Loans in foreign currency are reported at closing rate. Exchange rate dif-
ferences for loans in connection with hedging of net investments in foreign
operations are reported in other comprehensive income, with tax effects
taken into account, and are thus off-set against the translation differences
that arise when translating the subsidiaries’ balance sheets into SEK.

Accounts payable

The valuation principle for accounts payable is the amortized cost principle.
The expected lifetime for accounts payable is short and thus the payables
are reported at nominal value without discounting.
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Accounting for derivatives used for hedging purposes
All derivatives are initially and continuously recognized at fair value in the
balance sheet. Gains and losses on remeasurement of derivatives used for
hedging purposes are recognized as follows. Changes in value relating to
cash flow hedges are reported in other comprehensive income and are taken
to the income statement as the hedged cash flow affects the income state-
ment. Any ineffective portion of the change in value is reported directly in
the income statement.

The result of a revaluation of derivatives used to hedge fair value is
reported in the income statement along with changes in the fair value of
the receivable or liability exposed to the hedged risk.

Provisions

Provisions are reported when the Group has, or is considered to have, an
obligation resulting from an event that has occurred and for which pay-
ments are likely to meet the obligation. A further condition is that it is
possible to make a reliable estimate of the amount to be paid.

Warranty reserves

Estimated costs for product guarantees are charged against operating
costs in conjunction with the income recognition of the products. The esti-
mated costs are established using historic statistics, with known changes
taken into account regarding product quality, repair costs etcetera.

Cash flow statement

The cash flow statement is prepared according to the indirect method.

The parent company

The Group's Parent Company, Elekta AB, carries out group management
and provides joint group functions and financial management. The
Parent Company’s revenues consist mainly of dividends from subsidiaries.
The most material balance sheet items are shares in subsidiaries, intra-
group balances and external loans.

The Parent Company’s annual accounts have been prepared in accor-
dance with the Swedish Annual Accounts Act (1995:1554) and standard
RFR 2 of the Swedish Financial Reporting Board. RFR 2 requires the Parent
Company, inits annual accounts, to apply all the International Financial
Reporting Standards (IFRS) as endorsed by the EU in so far as this is possi-
ble within the framework of the Annual Accounts Act and with regard to
the relationship between accounting and taxation. RFR 2 states what
exceptions from, and additions to, IFRS should be made.

Revenues

The Parent Company'’s revenues consist mainly of dividends from sub-
sidiaries. Dividends are recognized when the right to receive payment is
judged to be firm.

Shares in subsidiaries and shares in associates

Shares in subsidiaries and shares in associates are accounted for at cost less
any accumulated impairment losses. Acquisition-related transaction costs
are included in the cost of the shares. The recoverable amount of shares in
subsidiaries or shares in associates is calculated whenever there is an indi-
cation of a reduction in value. Impairment is performed if the recoverable
amount is lower than the carrying value. Impairment losses are recognized
in the financial net in the income statement.
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Financial instruments

Derivative financial instruments are accounted for at fair value. Changes in
the fair values of derivative financial instruments are reported in the income
statement with the exception of exchange differences related to a monetary
item that forms part of a net investment in a foreign subsidiary. Such value
changes are recognized in equity under other comprehensive income. Contin-
gent considerations are reported as provisions in the Parent Company.

EXCHANGE RATES

Notes

Group contributions

Group contributions are reported in accordance with RFR 2. Group contribu-
tions received and given are recognized as income from participations in Group
companies and increase of shares in subsidiaries respectively. The tax effect of
group contributions is recognized in the income statement in accordance with
IAS12.

Average rate Closing rate

Country Currency 2016/17 2015/16 April 30, 2017 April 30, 2016
Australia AUD 6.546 6.229 6.606 6.149
Canada CAD 6.610 6.451 6.473 6.436
China CNY 1.289 1.320 1.282 1.242
Euroland EUR 9.518 9.328 9.630 9.176
United Kingdom GBP 11,314 12.670 11,439 11.782
Hong Kong HKD 1.120 1.087 1.136 1.039
Japan JPY 0.080 0.071 0.079 0.075
USA usb 8.694 8.434 8.840 8.059

Note 2 Financial risk management

Financial risk factors

As aresult of its operations, the Elekta Group is exposed to a number of
financial risks: market risk, credit risk and liquidity risk. The Group's over-
riding risk management policy focuses on the unpredictability of financial
markets and seeks to reduce any potentially unfavorable effects on

the Group's financial results.

Risk management is conducted by the Group’s finance department,
which identifies, evaluates and hedges financial risks. Work is pursued in line
with the policies established by the board for overarching risk management
and for specific areas such as currency risk, interest-rate risk, credit risk, uti-
lization of derivative instruments and financial instruments that are not
derivatives, and the investment of surplus liquidity.

Market risk

Market risk encompasses currency risk, interest-rate risk and price risk. The
Group's exposure to and management of currency risk and interest-rate risk
are described below. The Group's exposure to price risk is limited and is not
described in particular.

Currency risk

Because of its international operations, the Group is exposed to currency risks
in the form of transaction exposure and translation exposure. Transaction
exposure arises as a result of future business transactions and translation
exposure emerges as d result of recognized assets and liabilities in foreign cur-
rency as well as net investments in foreign operations. The Group's currency
risk mainly arises from currency exposures in US dollars (USD), Euro (EUR),
British Pounds (GBP), Japanese Yen (JPY) and Chinese Yuan (CNY).

The Group’s net revenue arises primarily in USD, EUR and JPY, while the
Group’s net expenses largely arise in Swedish kronor (SEK), GBP and CNY.
Sales companies primarily have income and expenses in their functional
currency while production companies are to a greater extent exposed to cur-
rency risk as sales are largely in a currency other than the functional cur-
rency. The currency risk that arises from future business transactions and
recognized assets and liabilities are managed using derivative contracts
based on forecasted net flows and recognized net balances. Elekta’s pol-
icy is to hedge the exchange-rate risk using forwards or options, the extent
of which is determined by the Group'’s estimation of the exchange-rate risk
and in accordance with the Group's established policy. Hedging is conducted
on the basis of expected net sales over a period up to 24 months. Each Group
company is responsible for quantifying its transaction exposure in particular
flow forecasts that then provide the basis for determination of the exposure
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and decisions on hedging measures. Currency hedging of recognized assets
and liabilities in foreign currency is hedged, in accordance with policy, from
50 percent to 100 percent.

Hedging is carried out in order to reduce the effects of short-term fluc-
tuations in currency markets. The Parent Company’s direct and indirect
holdings in foreign operations entail that net assets in the foreign operations
are exposed to currency risk. Such net investments in foreign currency are
hedged when viewed as appropriate on an individual basis.

Based on the year'sincome, expense and currency structure (transaction
exposure) a general change of one percentage point in the SEK exchange
rate against other currencies would affect Group net profit and sharehold-
ers’ equity by approximately +/- SEK 10 M (14), exclusive of hedging effects.
The table below shows the impact on netincome from a 1 percent weaken-
ing of the Swedish krona (SEK) in relation to the major currencies.

IMPACT ON OPERATING RESULT OF A 1 PERCENT
WEAKENING OF SEK, SEKM

Currency April 30, 2017 April 30, 2016
usD 28 30
EUR -4 3
JPY 6 5
GBP -17 -20
CNY -4 -5
Other currencies 3 6
The Group's net sales and operating expenses by currency for 2016/17 are
shown in the following diagram.

NET SALES AND OPERATING EXPENSES PER CURRENCY
SEKM

6,000

3,000

0
-3,000 usb EUR JPY GBP CNY SEK Other
B Net sales 2016/17 M Net sales 2015/16
W Operating expenses 2016/17 Operating expenses 2015/16
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Note 2  Financial risk management, cont.

Interest-rate risk

Interest-rate risk refers to the risk that changes in the interest rate level
negatively affect Elekta’s earnings, primarily as a result of higher expenses
for long-term borrowing, since the Group's interest-rate risk primarily arises
through long-term borrowing at variable interest rate.

Elekta’s policy is to reduce the interest-rate risk through the use of
loans, investments and derivatives. The Group’s finance department ana-
lyzes exposure to interest-rate risk, whereby refinancing, turnover of exist-
ing positions, alternative financing and hedging are taken into account.
Based on this, the effect on earnings that a certain change in the interest
rate would have is calculated, in which the total change in the interest rate
is used for all currencies.

Elekta usually obtains long-term loans at a variable or fixed interest rate
based on current market conditions. Conversion to fixed or variable interest
rates is done using interest rate derivatives when this is deemed appropri-
ate from a risk management and market perspective. An interest rate swap
entails that the Group reaches agreement with another party with the indi-
cated intervals (such as per quarter) to swap the difference between fixed
and variable interest amount, estimated on the basis of the contracted
nominal amount.

Based on the balance sheet structure at year-end and under the
assumption that all other variables were constant, a general change in
the interest rate on loans and investments by one percentage point would
affect the Group's net result and shareholders’ equity by +/- SEK 3 M (7),
excluding hedging effects. The impact on the result is mainly attributable to
lower/higher interest expense for loans at variable interest rate.

On April 30, 2017, interest-bearing liabilities totaled SEK 5,272 M (4,950),
of which SEK4 M (1) pertained to financial leasing. The average fixed inter-
est term was 1.6 years (2.2) and the weighted average interest rate, taking
interest rate derivatives into account, was 2.5 percent (3.0). See Note 25 for
more information on interest-bearing loans.

Credit risk

Credit risk arises via financial credit risk related to cash and cash equivalents,
derivative instruments and balances at banks and financial institutions as
well as through credit exposure vis-d-vis customers and distributors. Credit
risk is managed primarily at Group level, but, as regards credit risk in accounts
receivable and accrued income, the primary responsibility lies with the indi-
vidual Group companies. Maximum credit risk is deemed to correspond to the
carrying values of the financial assets recognized in the balance sheet.

Financial credit risk
Elekta’s finance policy includes special counterparty regulations in which

terparties are specified. Only banks and financial institutions that have
received the credit rating from Standard & Poor’s of - A (long) and Al+
(short) or higher- are accepted. Elekta’s liquidity is invested in accordance
with the determined policy, with the goal of maintaining high liquidity com-
bined with a low credit risk.

Credit risk in accounts receivable

Credit risk in accounts receivable, including accrued income, are managed
primarily by the individual group companies. The credit risk for each new cus-
tomer is analyzed before the conditions for payment and delivery are offered.
A continuous follow up of the credit risk in receivables outstanding and
agreed transactions are performed. Arisk assessment is conducted continu-
ously of credit worthiness through the observance of the customer’s financial
position and other influencing factors as well as previous experience. No sin-
gle customer accounts for 10 percent or more of Elekta’s net sales.

A continuous assessment is made of the credit risk in receivables out-
standing and at the end of the financial year 2016/17 the provision for bad
debts amounted to SEK 121 M. See Note 21 for an analysis of credit exposure
in accounts receivable and provision for bad debts.

Liquidity risk

Liquidity risk pertains to the risk of not being able to cover payment obliga-
tions due to insufficient cash and cash equivalents or difficulties in obtain-
ing external financing. The operating Group companies draw up cash flow
forecasts, which are consolidated centrally. At the Group level, rolling fore-
casts for the Group’s liquidity reserve are observed in order to ensure that
the Group has sufficient cash resources to meet the requirements of current
operations, while also retaining sufficient scope of unutilized credit facilities.

Excess liquidity in operating Group companies is transferred centrally
and is managed by the Group's financial function. Investments are made
primarily in interest-bearing accounts, term-limited borrowing, money mar-
ket instruments, money market funds and tradable securities, depending
on which instrument is viewed as having an appropriate term or sufficient
liquidity to meet the particular situation. In order to reduce the liquidity risk,
Elekta endeavors to maintain readily available funds equal to at least 10
percent of net sales. On April 30, 2017, available cash and cash equivalents
amounted to SEK 3,371 M (2,263), or 31 percent (20) of net sales. In addition,
Elekta had SEK1,685 M (1,606) in unutilized credit facilities.

The table below shows the Group's liquidity risk through a maturity anal-
ysis regarding financial liabilities (including interest payments as applica-
ble) and derivatives recognized as financial liabilities. The amounts noted
in the table are contractual, undiscounted cash flows classified on the basis
of the term on the balance sheet date that remains to the agreed matu-

the maximum credit exposure and the lowest credit rating for various coun- rity date.
MATURITY ANALYSIS: FINANCIAL LIABILITIES
2017-04-30 2016-04-30
>1yrs >3yrs >1yrs >3yrs
SEKM <1lyr <3yrs <5yrs >5yrs Total <1yr <3yrs <5yrs >5yrs Total
Loans (note 25) - 1,924 2,902 442 5,268 1,991 902 1,026 1,216 5,135
Finance leases (note 25) 4 - - - 4 1 - - - 1
Accounts payable 1,000 - - - 1,000 1,122 - - - 1,122
Derivative financial instruments - outflow, gross 4,587 71 - - 4,658 3975 7 - - 3,982
Derivative financial instruments - inflow, gross -3,140 -70 - - -3,210 -3,607 -8 - - -3,615
Other liabilities 281 33 - - 314 157 71 - - 228
Total 2,732 1,958 2,902 442 8,034 3,639 972 1,026 1,216 6,853
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Capital management

Notes

The primary objective of the Group’s capital management is to secure a
going concern through maintaining a high creditworthiness and a well-
balanced capital structure with the aim of generating return to shareholders
and benefits for other stakeholders, and to keep down the costs of capital.

In order to maintain or adjust the capital structure, the Group can change
the dividend paid to shareholders, repay capital to shareholders, issue new
shares or sell assets to reduce debt.

Elekta’s objective is that the net debt/equity ratio is not to exceed 0.5.
This key figure is calculated as net debt in relation to total equity. Net debt is
calculated as interest-bearing liabilities (short and long term according to the
consolidated balance sheet) less cash and cash equivalents.

Financial instruments

NET DEBT/EQUITY RATIO

Note 30 April, 2017 30 April, 2016
Interest-bearing liabilities 25 5,272 4,950
Cash and cash equivalents 23 -3,383 -2,273
Net debt 1,889 2,677
Total equity 6,774 6,412
Total capital 8,663 9,089
Net debt/Equity ratio 0.28 0.42

The net debt/equity ratio was 0.28 compared to 0.42 2015/16. See also Note
25 for more information on interest-bearing liabilities.

The table below presents the Group's financial assets and financial liabili-
ties by measurement category with the carrying amount and fair value per
item. Fair value for long-term interest-bearing liabilities has been estab-

FINANCIAL INSTRUMENTS PER CATEGORY

lished by discounting future payment flows at current market interest rate
and then converting to SEK at the current exchange rate. For other financial
instruments the fair value is estimated to agree with the carrying amount.

April 30, 2017 April 30, 2016

Carrying Fair Carrying Fair
SEKM Note amount value amount value
FINANCIAL ASSETS
Financial assets measured at fair value through profit or loss:
Derivative financial instruments - non-hedge accounting 44 44 21 21
Loan receivables and accounts receivable:
Other financial assets 19 285 285 352 352
Accounts receivable 21 3,726 3,726 3,301 3,301
Other receivables 22 355 355 376 376
Cash and cash equivalents 23 3,383 3,383 2,273 2,273
Derivatives used for hedging purposes:
Derivative financial instruments - hedge accounting 63 63 27 27
FINANCIAL LIABILITIES
Financial liabilities at fair value through profit or loss:
Derivative financial instruments - non-hedge accounting 20 20 17 17
Other liabilities (contingent considerations) 77 77 104 104
Financial liabilities measured at amortized cost:
Long-term interest-bearing liabilities 25 5,272 5,322 3,065 3,213
Short-term interest-bearing liabilities 25 0 0 1,885 1,984
Accounts payable 1,000 1,000 1,122 1,122
Other liabilities 237 237 90 90
Derivatives used for hedging purposes:
Derivative financial instruments - hedge accounting 28 28 36 36
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Note 2  Financial risk management, cont.

The table below shows how the Group's financial assets and financial
liabilities, which are carried at fair value, have been categorized in the fair
value hierarchy. The different levels are defined as follows:

e Level 1: Quoted prices on an active market for identical assets or liabilities

DISTRIBUTION BY LEVEL WHEN MEASURED AT FAIR VALUE

e Level 2: Other observable data than quoted prices included in Level 1,
either directly (that s, price quotations) or indirectly (that is, obtained
from price quotations)

e Level 3: Data not based on observable market data

April 30, 2017 April 30, 2016
SEKM Level1 Level 2 Level 3 Total Level1 Level 2 Level 3 Total
FINANCIAL ASSETS
Financial assets measured at fair value through
profit or loss:
Derivative financial instruments - non-hedge accounting - 44 - 44 - 21 - 21
Derivatives used for hedging purposes:
Derivative financial instruments - hedge accounting - 63 - 63 - 27 - 27
Total financial assets - 107 - 107 - 48 - 48
FINANCIAL LIABILITIES
Financial liabilities at fair value through profit or loss:
Derivative financial instruments - non-hedge accounting - 20 - 20 - 17 - 17
Contingent considerations - - 77 77 - - 104 104
Derivatives used for hedging purposes:
Derivative financial instruments - hedge accounting - 28 - 28 - 36 - 36
Total financial liabilities - 48 77 125 - 53 104 157

Financial instruments, level 2

The fair value of financial instruments that are not traded on an active
market are determined by means of available valuation techniques. Mar-
ket information is used when available. The use of corporate-specific infor-
mation is avoided whenever possible. If all important in-data required for a
fair value valuation of an instrument is observable, the instrument is in level
2. Specific valuation techniques used in the valuation of financial instru-
ments include, for example, listed market prices, fair value for interest-rate
swaps, calculated as the present value of estimated future cash flows based
on observable yield, fair value of currency forward contracts determined
through the use of rates for currency foreign exchange contracts on the bal-
ance sheet date.
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Financial instruments, level 3

The change during the year for instruments at level 3 refers to contin-
gent considerations. Contingent considerations are valued at the fair
value based on data available such as conditions set forth in the purchase
agreement and current assessments of the estimated fulfillment of the
conditions.

MOVEMENTS FINANCIAL INSTRUMENTS LEVEL 3

Contingent considerations 2016/17 2015/16
Opening balance May 1 104 152
Business combinations 13 -14
Payments -24 -24
Reversals -6 -
Revaluations -10 -5
Translation differences 0 -5
Closing balance April 30 77 104
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Outstanding derivative financial instruments
The Group's derivative financial instruments outstanding at April 30 are presented with nominal amounts and fair values in the table below. The total amount
of fair values of assets and liabilities respectively are equivalent to the carrying values recognized in the balance sheet.

DERIVATIVES OUTSTANDING

April 30, 2017 April 30, 2016
Hedge reserve Hedge reserve
SEKM Nominal Asset Liability after tax Nominal Asset Liability after tax
Currency derivatives:
Cash flow hedges 1,898 63 28 26 954 27 36 -2
Non-hedge accounting 3,737 44 20 - 3,231 21 17 -
Currency derivatives, total 5,635 107 48 26 4,185 48 53 -2

The table below presents detailed information regarding the Group’s outstanding cash flow hedges. Realized results from cash flow hedges have been recog-
nized on the line “Currency rate differences” in the operating result and amounted to SEK -185 M (-132) during the year, of which SEK 1 M (-23) was related to
the ineffective portion.

CASH FLOW HEDGES OUTSTANDING

April 30, 2017 April 30, 2016
Currencies Currency Amount Term Exchangerate Currency Amount Term Exchangerate
EUR/GBP EUR - - - EUR 6M  6-12mon  0.748 EUR/GBP
EUR/SEK EUR 2M 6-6mon  9.588 EUR/SEK EUR 5M  6-12mon  9.488 EUR/SEK
JPY/GBP JPY 1,100M  3-18 mon  0.007 JPY/GBP JPY 1,300M  6-15mon  0.006 JPY/GBP
JPY/SEK JPY 300M  6-12 mon 0.082 JPY/SEK JPY 400M  6-15mon 0.071 JPY/SEK
USD/GBP usD 172M 2-18 mon  0.785 USD/GBP usbD 72M 3-18 mon  0.676 USD/GBP
USD/SEK UsD 28M  3-21mon  8.770 USD/SEK usb 18M  3-12mon  8.164 USD/SEK

The hedged transactions in foreign currency are estimated to take place in the coming 24 months. Results from the forward exchange agreements recognized
in the hedge reserve in other comprehensive income on 30 April 2017, will be accounted for in the income statement in the periods when the hedged transac-
tions will affect the income statement. The estimated future effect from outstanding cash flow hedges are presented in the table below.

OUTSTANDING CASH FLOW HEDGES' ESTIMATED EFFECT ON THE INCOME STATEMENT

2017/18 2018/19
SEKM Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Expected result from cash flow hedges -3 2 14 9 8 7 0 -

Offsetting of financial assets and financial liabilities

Offsetting of financial assets and liabilities consists solely of derivative instruments that are encompassed by legally binding agreements on offsetting.

OFFSETTING OF FINANCIAL ASSETS AND LIABILITIES

2016/2017 2015/2016

Amounts Amounts

Amounts Net  covered by Amounts Net covered by

set off amounts netting set off amounts netting

in the inthe agreements in the inthe agreements
Gross balance balance but not Net Gross balance balance but not Net
SEKM amount sheet sheet setoff amount amount sheet sheet set off amount
Financial assets 107 - 107 -42 64 48 - 48 -32 16
Financial liabilities 48 - 48 -42 6 53 - 53 -32 21

In the case of financial assets and liabilities that are subject to legally binding offsetting agreements, each agreement between the company and the coun-
terparties permit net deduction of the relevant financial assets and liabilities if both parties elect to apply net deduction. If both parties are not in agreement
regarding net deduction, gross deduction is applied. In the event that one party defaults, the other party is entitled to deduct on a net basis.
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Note 3 Estimates and assessments

The preparation of financial statements and application of account-

ing standards require that management use estimates and assessments.
Therefore, they make certain assumptions which are considered reason-
able under the prevailing circumstances. Thus, estimates and assessments
affect the financial reports and they are frequently based on experience as
well as other factors, including expectations of future events. Using other
assumptions than those actually applied in the preparation of the finan-
cial reports the result can be different and the actual outcome seldom com-
plies with the anticipated result. For Elekta, estimates and assessments are
particularly important in revenue recognition, valuation of accounts receiv-
able, calculation of deferred taxes and provisions, and also for impairment
testing of goodwill. Estimates and assessments are continually reassessed.
Amounts below refer to 30 April 2017 (2016) unless otherwise stated.

Revenue recognition

One of the conditions for revenue recognition is that revenue from the sale
of products is recognized when the risks and rewards of ownership of the
goods has been transferred to the buyer. The assessment of when these
risks and rewards are transferred requires that each contract is examined of
the circumstances affecting the transaction. The risk and rewards related
to hardware products are usually taken as transferred to the customer upon
shipment or delivery depending on the contracted shipment terms. Thus,
the main part of revenue is normally recognized upon either shipment or
delivery. The timing of revenue recognition often does not coincide with
invoicing and payments from customers. Therefore, the assessment of the
conditions for revenue recognition being satisfied often forms the basis

for amounts recognized as either accounts receivable or accrued income.
Amounts invoiced are reported as accounts receivable while revenue recog-
nized amounts not yet invoiced are reported as accrued income. Net sales
for the year amounted to SEK 10,704 M (11,221). Accrued income amounted
to SEK 1,640 M (2,126). Accounts receivable amounted to SEK 3,726 M (3,301).
For more information on accounts receivable see below.

Valuation of accounts receivable

Provisions

Provisions include uncertainties and entails various judgments. Provisions
for guarantees are based on historic statistics, while others, such as provi-
sions for legal disputes and restructuring are based on management’s best
estimate of the expected outcome. A provision is only reported when an
event has occurred for which economic responsibility is probable and when
it is possible to make a reliable estimate of the amount to be paid. Total pro-
visions amounted to SEK 373 M (487).

Impairment testing of goodwill

For the Group, the most significant estimates and assumptions are those
relating to impairment testing of goodwill. This means that the effect on
the financial reports may be considerable if the estimates and assessments
made would prove to deviate significantly from the actual outcome. In con-
nection with impairment testing of goodwill the carrying amount is com-
pared with the recoverable amount. The recoverable amount is determined
by the higher of an asset’s net realizable value and its value in use. Normally,
itis not possible to determine the net realizable value. Therefore, the value
in use is normally the value being compared with the carrying amount.
Thus, each cash generating unit’s value in use is calculated in assessing any
impairment of goodwill. Calculations are performed through discounting
future estimated cash flows. In order to perform the calculations a number
of assumptions concerning future circumstances and estimates of param-
eters are made, for example growth and discount rate. Any adjustments

of the assumptions made could have an effect on the carrying amount of
the goodwill. Assuming a lower growth rate would lead to a lower recover-
able amount. A higher discount rate would also lead to a lower recoverable
amount. Goodwill amounted to SEK 5,388 M (5,069). Refer to Note 15 for
more information on goodwill and for a description of the impairment test
performed, major assumptions made as well as the effects of likely changes
to them.

Note 4 Segmentreporting

Accounts receivable is one of the most significant items in the balance sheet
and is carried at nominal value net after provisions for bad debts. Thus, the
provision for bad debts is subject to estimates and assessments. Accounts
receivable amounted to SEK 3,726 M (3,301) including bad debt provisions of
SEK 121 M (92). See Note 2 for further information regarding the credit risk in
accounts receivable and Note 21 for more information on accounts receiv-
able and the provision for bad debts.

Calculation of deferred taxes

Deferred tax assets and deferred tax liabilities are balance sheet items
which are subject to estimates and assessments. Deferred tax is calculated
on temporary differences between the carrying amounts and the tax val-
ues of assets and liabilities. Estimates and assessments affect the recog-
nized deferred tax amounts in the determination of the carrying amounts
of the different assets and liabilities, and also through forecasts regarding
future taxable profits in those cases where a future utilization of deferred
tax assets depends on future taxable profits. Deferred taxes amounted to a
net liability of SEK 403 M (409), whereof assets SEK 375 M (281) and liabilities
SEK 778 M (690). See Note 14 for more information on deferred taxes.
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The accounting principles applied in the segment reporting are the same as
in the group accounts.

Net sales per country is based on sales to customers in the respective
country. There is no individual customers representing more than 10 percent
of net sales.

Information on other non-current assets (intangible assets) per country
cannot be disclosed as the necessary information is not available. See Note
15 for information on goodwill per region.

NET SALES PER COUNTRY

SEKM 2016/17 2015/16
Sweden 80 26
USA 3,436 3,275
China 953 1,552
Japan 888 811
United Kingdom 557 372
Germany 412 519
Italy 348 524
India 347 272
France 341 323
Australia 258 312
Other countries 3,084 3,235
Total 10,704 11,221
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TANGIBLE FIXED ASSETS PER COUNTRY

Notes

SEKM 2016/17 2015/16
Sweden 81 85
United Kingdom 327 320
China 121 122
USA 110 117
Netherlands 87 87
Other countries 69 72
Total 795 803
North and Europe, Asia Other/ Group
South America Middle East and Africa Pacific Group-wide? total
SEKM 2016/17 2015/16 2016/17 2015/16 2016/17 2015/16 2016/17 2015/16 2016/17 2015/16
Net sales! 4,147 4,005 3,444 3,651 3,114 3,565 - - 10,704 11,221
Operating expenses -2,600 -2,713 -2,365 -2,763 -2,174 -2,590 - - -7,139 -8,066
Contribution margin 1,547 1,292 1,079 888 940 975 - - 3,565 3,155
Contribution margin, % 37% 32% 31% 24% 30% 27%
Global costs -2,450 -2,134 -2,450 -2,134
[tems affecting
comparability -518 -598 -518 -598
Operating result 1,547 1,292 1,079 888 940 975 -2,968 -2,732 598 423
Income participations in
associated companies -17 11 -17 11
Financial income 31 37 31 37
Financial expenses =271 -285 =271 -285
Exchange rate
differences -1 3 -1 3
Income before tax 1,547 1,292 1,079 888 940 975 -3,226 -2,966 340 189
Income tax -214 -44 -214 -44
Profit for the year 1,547 1,292 1,079 888 940 975 -3,440 -3,010 126 145
Net sales per
product type
Solutions3) 2,075 2,046 2,006 2,284 2,130 2,722 - - 6,211 7,052
Service 2,072 1,959 1,438 1,367 984 843 - - 4,494 4,169
Total 4,147 4,005 3,444 3,651 3,114 3,565 - - 10,704 11,221
Depreciation/
Amortization -245 -258 =377 -342 -33 -34 - - -655 -634
Investments 328 330 323 522 30 22 - - 681 874
1) Which of net sales, internal SEK 5,476 M (5,183)
2) Within other/group-wide are costs that can not be allocated by segment such as global costs and items affecting comparability. Allocations by segment are not done for
financial items and tax
3) The product type solutions includes hardware and software combined as it better reflects the business follow-up. The comparatives have been restated
Note 5 Salaries, other remuneration and social security costs
Group Parent Company
SEKM 2016/17 2015/16 2016/17 2015/16
Salaries and remunerations:
Board and Managing directors 131 123 17 15
Other employees 2,797 2,788 37 28
Total salaries and other remunerations 2,928 2,911 54 43
Social security costs:
Pension costs 225 230 13 16
Other social security costs 330 334 18 14
Total social security costs 555 564 31 30
Total salaries, other remuneration and social security costs 3,483 3,475 85 73

Bonuses included in the above salaries and other remunerations paid to the
Boards and the Managing directors of subsidiaries amounted to SEK 34 M
(30), and SEK TM (4) in the Parent Company. Total pension costs amounted
to SEK 225 M (230) of which SEK 15 M (5) concern defined benefit pension
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Note 5 Salaries, other remuneration and social security costs, cont.

Remuneration to the board of directors

According to the resolution by the AGM, fees totaling SEK 5,065,000 (4,955,000) were paid to the Board of Directors. The fees were distributed in accordance

with the table below.

FEES FOR THE BOARD OF DIRECTORS

April 30, 2017
Remuneration

April 30, 2016
Remuneration

Regular compensation Remuneration Regular compensation Remuneration
Thousands remuneration committee auditcommittee remuneration committee auditcommittee
Chairman:
Laurent Leksell 1,075 90 - 1,075 Q0 -
Members:
Luciano Cattani 460 50 - 460 50 -
Siaou-Sze Lien 460 50 - 460 50 -
Tomas Puusepp - - - - - -
Wolfgang Reim 460 - 110 460 - 110
Jan Secher 460 - 110 460 - 110
Birgitta Stymne Géransson 460 - 200 460 - 200
Annika Espander Jansson 460 - 110 460 - -
Johan Malmqvist 460 50 - 460 50 -
Total 4,295 240 530 4,295 240 420

Remuneration to executive management

The guidelines for remuneration to the executive management, which are
proposed by the board of directors for the AGM on August 23, 2017 are pre-
sented on pages 68-69. The proposed guidelines are unchanged compared
to those proposed by the board of directors and approved by the AGM on
September 1, 2016. The executive management for 2016/2017 was comprised
of atotal of ten people, of whom four are located in Sweden and the other
six in the Netherlands, the UK, and the US. The tables below display remu-
nerations and other benefits to the executive management in 2016/17 and
2015/16 respectively.

Two members of Elekta’s executive management team has been offered,
and has accepted, to participate in an individual performance based incen-
tive scheme extending to 2016/17 and 2017/18. Reported expenses for the
scheme was SEK 3.1 M (2.6) excluding social security costs during 2016/17.
The requirements for fulfilling the objectives for the scheme, and the related
progressive payouts, are regulated in an agreement that has been approved
by Elekta’s executive compensation and capability committee, ECCC.

REMUNERATION AND OTHER BENEFITS TO EXECUTIVE MANAGEMENT DURING THE YEAR 2016/17

Fixed Variable Severance Share-based Other Pension
Thousands remuneration remuneration pay compensation benefits costs Total
President and CEO - Richard Hausmann?) 6,072 2,779 - 1,003 136 1,750 11,740
President and CEO - Tomas Puusepp) 425 21 - - 7 99 552
Other senior executives resident in Sweden (4) 10,459 6,776 3,252 1,531 699 2,083 24,800
Other senior executives resident abroad (6) 25,109 11,098 4,460 2,059 1,037 1,261 45,025
Total senior executives 42,065 20,674 7,713 4,593 1,879 5,194 82,119
Member of the board/Previous President and CEO - Tomas Puusepp 4,674 234 6,191 - 79 1,093 12,272
1) Richard Hausmann was appointed as President and CEO effective June 10th 2016. He succeeded Tomas Puusepp
REMUNERATION AND OTHER BENEFITS TO EXECUTIVE MANAGEMENT DURING THE YEAR 2015/16

Fixed Variable Severance Share-based Other Pension
Thousands remuneration remuneration pay compensation benefits costs Total
President and CEO - Tomas Puusepp) 5,077 2,403 - - 178 1,594 9,252
President and CEO - Niklas Savander”) - - 7,032 - 156 1,593 8,781
Other senior executives resident in Sweden (5) 9,219 6,116 1,960 - 950 2,352 20,597
Other senior executives resident abroad (5) 21,180 9,877 - - 844 5,393 37,294
Total senior executives 35,476 18,396 8,992 - 2,128 10,932 75,924

1) Niklas Savander ended his employment May 19th 2015. Tomas Puusepp started his employment May 13th 2015

Variable remuneration pertains to the bonus for the 2016/17 and 2015/16 fiscal years respectively, partly paid quarterly during each fiscal year and partly paid

in the year after.
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Share based payment

As per April 30, 2017, Elekta has three outstanding share programs. The
share program performance share plan 2013/16, which was outstanding as
per April 30, 2016, has been concluded during the year.

The total number of shares that may be allotted under the share programs
is 1,237,043 (1,794,061) B-shares. The share programs are secured by delivery of
shares already held or repurchased by Elekta and, consequently, no new shares
will be issued under the share programs. Share programs awarded to employees
have a potential dilution effect. However, certain performance targets must be
met for the programs to be diluted and this was not the case at the closing date.

The share-related incentive programs are reported in accordance with
IFRS 2 Share-based payments. The recognized costs related to the share
programs amounted to SEK 6 M (-), whereof social security amounted to
SEK 1M (-). See page 44 for more information.

Share programs

The AGM has for a number of years resolved to adopt share programs called
performance share plans. Performance share plan 2013/16, resolved by the
AGM in 2013, was concluded during the year. For information on the pro-
gram see the annual report 2015/16 pages 79-80. Outstanding programs as
per April 30 2017 were performance share plan 2014/17, 2015/18 and 2016/19
respectively. The performance share plans cover approximately 147 (2014/17),
10 (2015/18) and 8 (2016/19) key employees of the Group respectively. The
performance share plans entitle the participants to obtain, free of charge,
B-shares in Elekta upon fulfillment of certain performance requirements.
The main terms of the performance share programs are that:

e Aperformance share award shall entitle a participant to receive,
subject to the terms and conditions set forth in the performance share
plans 2014, 2015 and 2016 and applicable award agreements, a number
of B-shares based upon the attainment of performance targets over a
three year performance period

e Each performance share award shall be subject to forfeiture in the event
of termination of employment due to a reason other than death, disabil-
ity or retirement or failure to attain performance targets over the appli-
cable performance period

e Performance share awards shall be settled through the delivery of shares
unless otherwise decided by the board

e The number of shares to be allotted will depend on the degree of fulfill-
ment of financial targets

The financial targets for performance share plan 2014 are defined as the Group’s
earnings before interest, taxes, amortizations, bad debt losses and items affect-
ing comparability (adjusted EBITA) with 50 percent weight, and the Group’s
business volume in local currency (sales and orders) with 50 percent weight. The
performance targets are measured and shares are earned by one-third each
financial year from 2014/2015 until 2016/2017. The financial targets include a min-
imum level that must be exceeded in order for any allotment to occur, and a
maximum level in excess of which no additional allotment will occur. Allotment
between the minimum level and maximum levelis linear. The board establishes
the minimum and maximum level for the respective performance target. The
levels that are established and to what extent they have been achieved will be
presented at latest when the program ends.

The financial targets for performance share plans 2015 are defined as average
annual percentage growth rate in earnings per share (EPS) during the fiscal year
2015/16 until the fiscal year 2017/18, versus EPS for the fiscal years 2014/15. Under
performance share plan 2015/18 the maximum number of shares will be allot-
ted if the annual average EPS growth is at or exceeds 41 percent, no allotment of
shares will occur if the annual average EPS growth is below 32 percent and allot-
ment of shares between annual average EPS growth 32 and 41 percent is linear.

The financial targets for performance share plans 2016 are defined as
average annual percentage growth rate in earnings per share (EPS) during
the fiscal year 2016/17 until the fiscal year 2018/19, versus EPS for the fiscal
years 2015/16. Under performance share plan 2016/19 the maximum number
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of shares will be allotted if the annual average EPS growth is at or exceeds
132 percent, no allotment of shares will occur if the annual average EPS
growth is below 103 percent and allotment of shares between annual aver-
age EPS growth 103 and 132 percent is linear.

The terms of the performance share programs 2014, 2015 and 2016 further
state that:

e The performance targets may be adjusted should an event occur that
affects the operations of the Company or the number of outstand-
ing Elekta shares or otherwise affecting the performance targets and
deemed relevant by the board

e The performance targets will be finally evaluated at the end of the appli-
cable performance period and each participant will receive the number
of shares he/she is entitled to according to the participant’s award agree-
ment depending on the attainment of the applicable performance tar-
gets over the performance period

e Thevalue that a participant can receive in settlement of the perfor-
mance share award is maximized at 400 percent of the value of the
shares at the date of grant of the performance share award

e Potential allotments of shares will take place September 21, 2017, Sep-
tember 16, 2018 and September 14, 2019, respectively

Participants shall at allotment of shares receive compensation for any cash
dividends paid during the respective three year performance period.

Before the number of shares to be allotted is finally determined, the
board shall examine whether the allotment is reasonable, taking into con-
sideration the Company’s financial results and position, conditions on the
stock market and other circumstances, and if not, as determined by the
board, reduce the number of shares to be allotted to the lower number of
shares deemed appropriate by the board. Delivery of shares and dividend
compensation in settlement of the performance share award shall be made
as soon as practicable following the lapse of the performance period.

The conditions of the share programs state that the right to perfor-
mance share awards may be settled in other ways than through the delivery
of shares. As per April 30, 2017, there were no material obligations to settle
in any other way than through shares.

SHARE PROGRAM

2013/16 2014/17 2015/18 2016/19

Originally designated

number of shares 798,000 976,726 289,284 280,386

Share price used for
calculation of theoretical
value SEKD 104 75 56 77
Allotment of shares 2016-09-13 2017-09-21 2018-09-16 2019-09-14
Number of shares as of

April 30, 2016 646,328 858,449

Granted during the year - - -

289,284 -
280,386

Cancelled/Expired during
the year -646,328  -166,969 -24,107 -

Released during the year - - - -

Number of share as of

April 30, 2017 - 691,480 265,177 280,386

1) Average closing share price of the Elekta class B share on the exchange NASDAQ
Stockholm during a period of ten trading days before the day the participants are
offered to participate in the program

Note 6 Depreciation/amortization

Group
SEKM 2016/17 2015/16
Cost of products sold 40 68
Selling expenses 128 125
Administrative expenses 69 83
R&D expenses 418 358
Total 655 634
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Note 7 Operatingleases

Group

SEKM 2016/17 2015/16
Leasing fees paid during the year 212 198
Nominal value of agreed future leasing fees:

Due for payment within 1 year 221 190
Due for payment after 1 year but within 5 years 581 593
Due for payment after more than 5 years 658 837
Total 1,460 1,620

Leasing fees paid by the Parent Company during the year amounted to SEK
455 K (349). Future leasing fees due for payment within one year amount to
SEK 260 K (426), after 1year but within 5 years SEK 176 K (200).

The operating lease contracts are mainly contracts for premises where
the business is conducted.

Note 8 Remunerations to auditors

Group Parent Company

SEKM 2016/17  2015/16 2016/17 2015/16
Group auditor (PwC)

Audit engagements 12 11 4 5
Audit-related services 0 1 0 0
Tax consultancy 0 0
Other services 2 1 1 1
Total Group auditor 18 17 5 6
Other auditors

Audit engagements 0 0 = -
Audit-related services 0 - - -
Tax consultancy 1 0 - -
Other services 0 0 - -
Total other auditors 1 0 - -
Total 19 17 5 6

Audit engagements refers to remuneration to auditors for work related to

the statutory audit, including audit of the annual report and the account-

ing records, the administration of the board of directors and the CEO as well

as audit consultancy work directly linked to the audit assignment. Audit-re-
lated services comprises quality assurance services, including consultancy work
driven by observations made in the audit engagement. Other services refers to
other services/consultancy work which are not covered by any of the other cat-
egories above, e g consultancy work related to internal control and acquisitions.

Note 9 Expenses by nature

In the income statement costs are broken down by function. Operating
expenses amount to SEK 10,107 M (10,798). Below, operating expenses are
broken down by nature:

Group
SEKM 2016/17 2015/16
Products, materials and consumables 3,958 4,283
Personnel costs 3,482 3,540
Depreciation and amortization (Notes 6, 15 and 16) 655 634
Operating leasing fees (Note 7) 212 198
Other expenses 1,800 2,143
Total 10,107 10,798

94

Note 10

Income from participations in

Group companies
Parent Company
SEKM 2016/17 2015/16
Dividends from subsidiaries 271 615
Divestment of shares in subsidiaries =3 -
Total 268 615
Note 11 Net financial items
Group

SEKM 2016/17 2015/16
Income from participations in associates -17 11
Interest income, external 31 37
Other financial income - 0
Financial income 31 37
Interest expenses, convertible loan -67 -69
Interest expenses, other external loans -142 -171
Other financial expenses -62 -45
Financial expenses -271 -285
Exchange rate differences on financial instruments -1 3
Net financial items -258 -234

Note 12

Interest income, interest
expense and similar items

Parent Company

SEKM 2016/17 2015/16
Interest income from subsidiaries 140 177
Interest income, external 13 17
Interest income and similar items 153 194
Interest expenses to subsidiaries -5 -12
Interest expenses, convertible loan -67 -69
Interest expenses, other external loans -128 -138
Other financial expenses -22 -8
Interest expenses and similar items -222 -227

Note 13 Appropriations and
untaxed reserves

Parent Company

Appropriations Untaxed reserves

SEKM 2016/17 2015/16 2016/17 2015/16
Tax allocation reserve - 43 - _
Total - 43 = -
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Note 14 Taxes

Notes

INCOME TAXES

Group Parent Company
SEKM 2016/17 2015/16 2016/17 2015/16
Current taxes -253 -180 - -
Current tax adjustments for prior years -1 13 - 3
Deferred taxes 40 123 33 18
Total -214 -44 33 21
Swedish tax 22% 22%
Effect of other tax rates for foreign companies 21% 11%
Tax, current and deferred, related to prior years 10% -12%
Other 10% 2%
Taxrate 63% 23%
The tax rate is high due to impact from low or negative results in entities in jurisdictions having low tax rate.
CURRENT TAX, NET (LIABILITY +/RECEIVABLE -)

Group Parent Company
SEKM 2016/17 2015/16 2016/17 2015/16
Opening balance, May 1 -67 27 -1 8
Reclassifications 5 3 - -
Adjustment for prior years 1 -13 - -4
Current tax for the year 253 180 - -
Paid taxes -268 -268 -20 -5
Translation differences -4 4 - -
Closing balance, April 30 -80 -67 -21 -1
Deferred tax assets and deferred tax liabilities
Deferred tax assets/liabilities in the balance sheet are attributable to the following:
Group Assets (+) Liabilities (-) Net
SEKM April 30,2017  April 30, 2016 April 30,2017  April 30, 2016 April 30, 2017 April 30, 2016
Loss carry-forwards 132 51 - - 132 51
Untaxed reserves - - =31 -36 =31 -36
Intangible assets 0 - -766 -710 -766 -710
Tangible fixed assets 14 14 -43 -56 -29 -42
Financial assets/liabilities 3 4 -7 -4 -4 0
Other assets 164 164 -36 -2 128 162
Other liabilities 187 182 -20 -16 167 166
Deferred tax assets/tax liabilities 500 415 -903 -824 -403 -409
Offsetting -125 -134 125 134 - -
Net deferred tax assets/tax liabilities 375 281 -778 -690 -403 -409
DEFERRED TAX ASSETS (+)/LIABILITIES (-), NET
SEKM Group, net Parent Company, net
Opening balance May 1, 2015 -508 11
Adjustment for prior years 40 -
Business combinations -16 -
Deferred taxes for the year 87 18
Deferred taxes charged in other comprehensive income -27 -
Translation differences 15 -
Closing balance April 30, 2016 -409 29
Adjustment for prior years -32 -
Deferred taxes for the year 72 33
Deferred taxes charged in other comprehensive income -7 -
Translation differences =27 -
Closing balance April 30, 2017 -403 63

The Group has tax loss carry forwards of approximately SEK 490 M (240) for which deferred tax assets have not been recognized. These tax loss carry forwards

have long or indefinite periods of utilization and are subject to regular assessment of whether it is probable that deductions can be made against future profits.
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Note 14 Taxes, cont.

TAX RELATING TO COMPONENTS OF OTHER COMPREHENSIVE INCOME

Group Parent Company
SEKM 2016/17 2015/16 2016/17 2015/16
Revaluation of defined benefit pension plans 0 -2 - -
Revaluation of cash-flow hedges -7 -25 - -
Total =7 =27 - -
Note 15 Intangible assets
Group Parent Company
Capitalized Other Other

development Customer intangible Total intangible Total Parent
SEKM Goodwill costs relationships assets Group assets Company
Accumulated acquisition value May 1, 2016 5,069 3,083 1,432 946 10,530 91 91
Business combinations 13 - 19 = 32 = =
Purchases/Capitalization - 535 - 6 541 - -
Divestments/Disposals -2 - - -5 -7 - -
Translation differences 309 108 79 59 555 - -
Accumulated acquisition value April 30, 2017 5,389 3,726 1,530 1,006 11,651 91 91
Accumulated amortization May 1, 2016 - -1,262 -388 -670 -2,320 -8 -8
Divestments/Disposals - - - 5 5) = =
Amortization for the year - -380 -86 -33 -499 -8 -8
Translation differences -1 -54 -28 -50 -133 - -
Accumulated amortization April 30, 2017 -1 -1,696 -502 -748 -2,947 -16 -16
Carrying amount April 30, 2017 5,388 2030 1,028 258 8,704 75 75
Accumulated acquisition value May 1, 2015 5,338 2,612 1,271 870 10,091 - -
Business combinations -151 - 201 - 50 - -
Purchases/Capitalization - 592 - 95 687 91 91
Divestments/Disposals - - - - - - -
Translation differences -118 -121 -40 -19 -298 - -
Accumulated acquisition value April 30, 2016 5,069 3,083 1,432 946 10,530 91 91
Accumulated amortization May 1, 2015 - -977 -314 -626 -1,917 - -
Divestments/disposals - - - - - - -
Amortization for the year - -326 -82 -61 -469 -8 -8
Translation differences - 41 8 17 66 - -
Accumulated amortization April 30, 2016 - -1,262 -388 -670 -2,320 -8 -8
Carrying amount April 30, 2016 5,069 1,821 1,044 276 8,210 83 83
Other intangible assets mainly relates to technology acquired through GOODWILL BY SEGMENT
business combinations. Capitalized development costs comprise capital- SEKM April 30,2017 April 30, 2016
ized expenditure for research and development as well as other capitalized North and South America 1,841 1748
development costs such as software. Total capitalized development costs Europe, Middle East and Africa 1908 1,761
amounted to SEK 5'35 M (592) for the year whereof capitalization of devel- Asia Pacific 1,639 1,560
opment costs within R&D amounted to SEK 534 M (591). Total 5,388 5,069

Impmrment testing The value in use for each unit is derived from discounted cash flows, based

on estimated future cash flows. The estimates are based on the finan-

GOOd'W‘H Is tested for impairment every year in order t'o ossure ‘shot th? cial budget for the next fiscal year as determined by the executive man-
carrying amount of each of the Group’s cash-generating units is not higher . .
agement, and expected future development up to five years. Assumptions

than its recoverable amount. The Group's cash-generating units equal the . . . .
regarding sales volume, sales prices, operating expenses and product mix

eographic regions, which also constitute the Group’s operating segments. . . .
geograp . g ! ) psop 9€9 form the basis for estimated future growth and margin development. Vol-
The carrying amount equals capital employed and the recoverable amount . . . .

ume assumptions are based on historical outcome, the executive manage-

for each cash-generating unit is determined based on a calculation of value .
9 9 ment'’s expectations on market development, and expected global market

i f h unit. The allocation of goodwill t h- ti it ) ) . .
nuse c?r eachun ?O oca |'on orgee wl © cash-generating units growth. Price assumptions are based on current market trends and inflation
(operating segments) is shown in the following table. . . .
forecasts. Margin development is based on current margin levels and prod-
uct mix adjusted for expected price changes and possible changes in the
product mix. For periods after five years, the extrapolation of expected cash
flows has been assumed to be a prudent 2 percent (2), which is considerably

lower than the anticipated industry growth. The cash flows have been dis-
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counted using a pre-tax interest rate of 8 percent (8). The interest rate cor-
responds to the Group's current weighted cost of capital (WACC) and is
based on current market assessments.

Impairment testing is performed in April/May every year, after the bud-
get and business plans have been determined by the executive manage-
ment. The 2017 (2016) test showed that there is no impairment.

Note 16 Tangible fixed assets

Notes

Sensitivity analyses have been carried out with regard to the discount rate

(risk) and long-term growth with a general reduction in the growth rate

after five years of 2 percentage points (2) (implying an assumption of zero

growth) and a general increase in the weighted capital cost of 2 percentage

points (2). The sensitivity analyses did not demonstrate any impairment.

In addition to the annual impairment test, goodwill is tested whenever

there are indications of impairment.

Machinery Equipment,
etc for tools and Finance lease
SEKM production installations equipment Buildings Total
Accumulated acquisition value May 1, 2016 119 1,402 5 191 1,717
Reclassifications 133 -133 - - 0
Purchases 18 116 - ) 140
Divestments/Disposals -2 -48 -1 - -51
Translation differences 2 35 1 8 46
Accumulated acquisition value April 30, 2017 270 1,372 5 205 1,852
Accumulated depreciation May 1, 2016 -76 -795 -4 -40 -914
Reclassifications -80 80 - - 0
Divestments/Disposals 2 41 1 - 44
Depreciation for the year -19 -125 -1 -11 -156
Translation differences -1 -27 -1 -2 -31
Accumulated depreciation April 30, 2017 -174 -826 -5 -53 -1,057
Carrying amount April 30, 2017 96 546 0 152 795
Accumulated acquisition value May 1, 2015 117 1,336 7 253 1,713
Reclassifications 4 -4 - - 0
Purchases 9 175 - 3 187
Divestments/Disposals -3 -47 -1 -56 -107
Translation differences -8 -59 -1 -9 -77
Accumulated acquisition value April 30, 2016 119 1,402 5 191 1,717
Accumulated depreciation May 1, 2015 -47 -748 -6 -32 -832
Reclassifications -25 24 - - -1
Divestments/Disposals 3 46 1 - 50
Depreciation for the year -11 -144 0 -10 -165
Translation differences 4 27 1 2 34
Accumulated depreciation April 30, 2016 -76 -795 -4 -40 -914
Carrying amount April 30, 2016 43 606 1 151 803
Note 17 Shares in subsidiaries
Parent Company

SEKM 2016/17 2015/16

Opening balance May 1 2,129 2,142

Investments 13 2

Adjusted purchase price - -15

Liquidation =5} -

Shareholder contributions 83 -

Write-down - -

Closing balance April 30 2,222 2,129
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Note 17 Sharesin subsidiaries, cont.

No. of Interest, Carrying amount,
Company Corp. id. no. Domicile shares % SEKM
Elekta Instrument AB 556492-0949 Stockholm, Sweden 1,000,000 100.0 50
Leksell Institute AB 556942-6314 Stockholm, Sweden 50,000 100.0 0
Elekta Neuromag Oy 0756256-7 Helsinki, Finland 1,832 100.0 44
Elekta KK 65820 Tokyo, Japan 2,000 100.0 36
Elekta Holding Limited 2699176 Crawley, England 22,810,695 100.0 494
Elekta Holdings US Inc. 58-1876545 Norcross, USA 6,020 100.0 432
Elekta Ltd. R889657862 Montreal, Canada 1 100.0 229
Elekta Asia Ltd 502 493 Hong Kong, S.AR. 81,022,160 100.0 13
Elekta Instrument (Shanghai) Ltd 310115764250077 Shanghai, China 1 100.0 2
Elekta BMEI (Beijing) Medical Equipment Co., Ltd. 91110114400615135X Beijing, China 0 100.0 230
Elekta Pty Limited ACN 109 006 966 Sydney, Australia 1 100.0 1
Elekta Medical System India Private Limited U33112DL2005PTC139794 New Delhi, India 10,000 100.0 31
Elekta SA B 414 404913 Paris, France 2,493 100.0 4
Elekta Medical SA A-818 867 31 Madrid, Spain 10,000 100.0 3
Elekta GmbH HRB 63500 Hamburg, Germany 0 100.0 0
Medical Intelligence Medizintechnik GmbH HRB 14835 Schwabmiinchen, Germany 0 100.0 226
Elekta GmbH FN 166018w Innsbruck, Austria 1 100.0 3
Elekta Hellas EPE 998 569 196 Aten, Greece 0 100.0 0
Elekta S.A./N.V. HRB 613 484 Zaventem, Belgium 250 100.0 1
Elekta BV 17 097 384 Best, The Netherlands 40 100.0 0
Elekta S.p.A. 02723670960 Agrate Brianza (M), Italy 500,000 100.0 66
Elekta Medical Systems Comercio e Servicos para
Radiologia, Radiocirurgia e Radioterapia LTDA.  CNPJ 09.528.196/0001-66 Sao Paolo, Brazil 0 100.0 73
Elekta (Pty) Ltd 2000/018814/07 Pretoria, South Africa 1 100.0 0
Elekta Pte Ltd 20090927AZ Singapore, Singapore 10,000 100.0 0
Elekta Limited, Korea 1311111-0259 Seongnam-si, South Korea 473,879 100.0 16
Elekta Services S.R.O 292 80095 Brno, Czech Republic 0 100.0 0
Elekta Medikal Sistemler Ticaret A.S. 196757 Istanbul, Turkey 87,900,000 100.0 92
Elekta Medical SA de CV EME140919G49 Mexico City, Mexico 50 100.0 26
Elekta sp.Z.0.0 KRS 0000538192 Warszaw, Poland 2,000 100.0 134
Elekta Company Limited 106810452 Hanoi, Vietnam 1 100.0 2
Elekta Business Services sp.Z.0.0 KRS 000567549 Warzaw, Poland 1 100.0 1
Elekta SARL Algeria 16236978051 Dely Ibrahim, Algeria 0 49.0 0
Elekta LLC 7704369566 Moscow, Russian federation 0 100.0 0
RRTS Unipessoal Lda 514185155 Lisbon, Portugal 0 100.0 12
Total 2,222
Note 18 Sharesin associates

Group Parent Company

SEKM 2016/17 2015/16 2016/17 2015/16
Opening balance May 1 12 9 - 27
Investments 30 - 30 -
Participations in income of associates (Note 11) 13 11 - -
Dividends etcetera -6 -7 - -
Write-down (Note 11) -30 - -30 -27
Translation differences 3 -1 - -
Closing balance April 30 22 12 - -
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Note 19

Other financial assets

Notes

Group Parent Company
SEKM April 30, 2017 April 30, 2016 April 30, 2017 April 30, 2016
Participations in other companies 3 3 = -
Derivative financial instruments 15 1 - -
Loan receivables 38 61 - 25
Contractual receivables 185 181 - -
Other non-current receivables 44 106 26 48
Total 285 352 26 73
Note 20 Inventories Note 21 Accounts receivable
Group Group
SEKM April 30, 2017 April 30, 2016 SEKM April 30, 2017 April 30, 2016
Components 189 165 Accounts receivable, gross 3,847 3,393
Work in progress 45 41 Provision for bad debts -121 92
Finished goods 702 929 Carrying amount 3,726 3,301
Total 936 1,135 . .
Credit risk analysis of
Impairment of inventories during the year amounted to SEK 83 M (70). In the accounts receivable
income statement this is reported as cost of products sold. Not due 2,584 2,245
Overdue 1-60 days 831 515
Overdue 61-90 days 88 134
Overdue >90 days 423 407
Total accounts receivables, net 3,726 3,301
Provision for bad debts
Opening balance May 1 -92 -156
Provisions -46 -149
Reversals 9 1
Realized loss 12 237
Reclassification -1 -29
Translation differences -3 4
Closing balance April 30 -121 -92

Note 22 Othercurrent assets

Refer to Note 2 for more information on the Group's credit risks.

Group Parent Company
SEKM April 30, 2017 April 30, 2016 SEKM April 30, 2017 April 30, 2016
Prepayments to suppliers 103 63 Derivative financial instruments 7 3
Other receivables 555 376 Current tax assets 21 1
Prepaid expenses 344 302 Other receivables 1 20
Total 802 741 Prepaid expenses 2 11
Total 31 35

Note 23 Cash and cash equivalents

SEKM

Group

April 30, 2017

April 30, 2016

Parent Company

April 30, 2017

April 30, 2016

Current investments 1,828 1,049 1,828 1,049
Cash and bank 1,555 1,224 651 450
Total 3,383 2,273 2,479 1,499
Available cash and cash equivalents amounted to SEK 3,371 M (2,263) which is cash and cash equivalents reduced by bank balances included in assets
pledged (Note 30).
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Note 24 Equity

Number of shares in Elekta AB (publ) A-shares B-shares Total  Sharecapital
Number of shares May 1, 2015 14,250,000 368,578,775 382,828,775 191,414,388
Conversion of convertible loan - 272 272 136
Number of shares April 30, 2016 14,250,000 368,579,047 382,829,047 191,414,524
of which treasury shares - 1,541,368 1,541,368

Number of shares May 1, 2016 14,250,000 368,579,047 382,829,047 191,414,524
Conversion of convertible loan 730,769 8,593 739,362 369,681
Number of shares April 30, 2017 14,980,769 368,587,640 383,568,409 191,784,205
of which treasury shares 1,541,368 1,541,368

PROPOSED DISPOSITION OF EARNINGS

SEK 382,027,041
SEK 1,875,820,391
SEK 2,257,847,432

Amount to be paid to the shareholders

Amount to be carried forward by the Parent Company

Total non-restricted equity of the Parent Company

All shares have a par value of SEK 0.50 and provide the holders with equal
rights to the Company’s assets and earnings. All shares are entitled to divi-
dends subsequently issued. One series A-share entitles the holder to 10 votes
and one series B-share to one vote. In accordance with section 12 of the arti-
cles of association, series A-shares are subject to right of first refusal. All
series A-shares are currently owned by Laurent Leksell via company. The div-

Note 25

Interest-bearing liabilities

idend paid out during the financial year amounted to a total sum of SEK 191 M,
corresponding to SEK 0.50 per share. At the AGM on 23 August, 2017, a div-
idend of SEK 1.00 per share for the year 2016/17 - a total sum of approxi-
mately SEK 382 M will be proposed. The average number of shares before
and after dilution during the year, rounded to the nearest thousand, was
381,306 thousand (381,288). The number of repurchased shares on April 30,
2017, totaled 1,541,368 B-shares (1,541,368). The share program awarded to
employees have a potential dilution effect. Certain performance targets
must be met for the program to get diluted and this was not the case at the
closing date.

For more information on the Elekta share, see pages 44-45.

SPECIFICATION BY CURRENCY

Group Parent Company

April 30, April 30, April 30, April 30,
SEKM 2017 2016 2017 2016
Bond loan 1,996 2,605 1,996 2,605
Convertible loan - 1,872 - 1,872
Liabilities to credit
institutions 3,272 472 3,272 458
Liabilities to subsidiaries - - 3,381 2,791
Finance lease liabilities 4 1 - -
Total 5,272 4,950 8,649 7,726
Maturity term
structure, external
loans
<lyear - 1,885 - 1,872
> 1year < 3years 2,505 858 2,505 857
> 3 year < 5years 1,000 998 1,000 998
>5years 1,767 1,209 1,763 1,208
Total 5,272 4,950 5,268 4,935

100

Liability amount SEKM

April 30, April 30, April 30, April 30,
Currency 2017 2016 2017 2016
Swedish kronor, SEK M 2,000 2,894 1,995 2,872
US dollar, USDM 200 200 1,764 1,607
Euro, EURM 50 50 482 459
British Pound, GBP M 90 - 1,026 -
Polish Zloty, PLN M 3 - - -
Brazilian real, BRLM 0 0 - 0
Chinese yuan, CNYM - 10 - 12
Total 5,268 4,950

FIXED INTEREST TERM INCLUDING EFFECTS OF DERIVATIVES

April 30, 2017 April 30, 2016

<1year 3,212 3,043
> 1year < 3years 737 398
> 3year < 5years 882 300
> 5years 442 1,209
Total 5,272 4,950

Elekta Annual Report 2016/17



Notes

Note 26 Provisions

Group Parent Company
SEKM April 30,2017  April 30,2016  April 30, 2017  April 30, 2016
Restructuring reserve 117 155 2 5
Warranty provisions 95 101 - -
Other provisions 19 91 28 24
Short-term provisions 231 347 30 29
Provision for pensions 93 82 -
Other provisions 49 58 36 53
Long-term provisions 142 140 36 53
Pension plans
Elekta has defined benefit pension plans for certain employees in a few MOVEMENT IN PROVISION FOR PENSIONS
countries. Most common is however defined contribution plans. Total pen- Group
sion costs for the Group amounted to SEK 225 M (230) of which SEK 210 M SEKM 2016/17 2015/16
(225) relate to defined contribution pension plans (see Note 5). N
Opening balance:
PENSION COSTS, DEFINED BENEFIT PENSION PLANS Defined benefit obligation 160 154
Fair value of plan assets -/8 -72
Group — -

SEK M 2016/17 2015/16 Provision for pensions May 1 82 82
Current service cost -13 -12 Pension costs 14 5
Interest expense -3 2 Contributions/Repayments -4 -3
Interest income 1 1 Benefit payments -5 -3
Actuarial gains (+) and losses (-) 1 8 Change in provision plan 1 -
Total pension costs defined Translation differences 5 1
benefit plans -14 -5 Closing balance:
whereof reported in: the income Defined benefit obligation 181 160

statement =B 13 Fair value of plan assets -88 -78

O.the.r comprehen- Provision for pensions April 30 93 82

sive income 1 8
DEFINED BENEFIT PENSION PLANS MAIN ACTUARIAL ASSUMPTIONS (WEIGHTED AVERAGE)

Group Group

SEK M April 30,2017 April 30, 2016 April 30, 2017 April 30, 2016
Defined benefit obligation, funded plans 97 83 Discount rate 1.6% 1.6%
Fair value of plan assets _88 78 Future salary increases 1.5% 1.5%
Provision for pensions, funded plans 9 5
Defined benefit obligation,
unfunded plans 83 77
Provision for pensions, unfunded plans 83 77
Pension provision for defined benefit
plans, net 93 82
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Note 26 Provisions, cont.

MOVEMENT IN PROVISIONS

Parent
Group Company

Restructuring Warranty Other Other
SEKM reserve provisions provisions provisions
Opening balance May 1, 2015 0 99 155 75
Provisions 156 66 127 -
Reversals 0 -36 -1 -13
Provisions utilized during the year - -22 -24 -24
Reclassifications - - -108 45
Translation differences -1 -6 0 -5
Closing balance April 30, 2016 155 101 149 77
Provisions 227 73 38 1
Reversals -9 -58 -15 -6
Provisions utilized during the year -257 =23 -102 -13
Reclassifications - - -4 -
Translation differences 1 3 2 5
Closing balance April 30, 2017 117 95 68 64

In the consolidated accounts, other provisions mainly refer to provisions related to legal disputes. In the Parent company, contingent considerations are

reported as provisions and amount to SEK 55 M (68).

Note 27 Prepaidincome

Note 29 Other current liabilities

Group Parent Company

SEKM April 30, 2017 April 30, 2016 SEKM April 30, 2017 April 30, 2016
Prepaid service income 1,529 1,234 Accounts payable 27 105
Other prepaid income 345 414 Accrued expenses (see below) 74 96
Total 1,874 1,648 Current tax liabilities - -

Derivative financial instruments 18 14
Note 28 Accrued expenses Other liabilities 4 e

Total 123 216

o Group X Accrued expenses

SEKM — - lllelth b April 30, 2016 Accrued vacation pay liability 6 7
Reserve for additional project costs 831 884 Accrued social costs 3 3
Accrued commission costs 95 113 Accrued interest expenses 46 76
Accrued vacation pay liability 154 147 Other items 19 10
Accrued social costs 45 46 Total 74 96
Accrued interest expenses 49 76
Otheritems 701 551
Total o oy Note 30 Assetspledged

COLLATERAL PLEDGED FOR CONTINGENT LIABILITIES

Group

SEKM April 30, 2017 April 30, 2016

Bank balances 12 10

Total 12 10
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Note 31 Contingent liabilities

Group Parent Company
SEKM April 30,2017  April 30, 2016 April 30, 2017 April 30, 2016
Guarantees 46 40 1,075 1,014
Total 46 40 1,075 1,014

Guarantees consist of mainly advance payment guarantees and performance guarantees. Also parental guarantees and bid bonds are common.

Note 32 Cash flow statement

Group Parent Company
SEKM 2016/17 2015/16 2016/17 2015/16
Interest net
Interest income =31 -37 -153 -194
Interest expenses 209 240 200 218
Total 178 203 47 24
Other non-cashitems
Participations in profit/loss of associated companies, after tax 17 -11 30 -
Write-down of shares in associated companies - - 5| 27
Write-down of shares in subsidiaries - - - -
Result from divestments/disposals of fixed assets 3 2 - -
Cost of incentive programs -5 - - -
Appropriations - - 0 -43
Unrealized exchange rate effects etc 32 184 105 59
Other items B) -28 30 35
Total 50 147 168 78
Business combinations
Purchase price =31 - -1 -
Contingent considerations -24 -24 - -24
Unpaid part of purchase price 31 - - -
Shareholder contributions = - _83 _
Total -24 -24 -84 -24
More information on business combinations is presented in Note 34.
NOte 33 Related party transactions SEK 6 M, which is depending on the achievement of goals set-up for the
transferred business. According to a preliminary purchase price allocation

Transactions between Elekta AB and its subsidiaries are shown in notes 10, goodwill and intangible assets amount to approximately SEK 31 M based on
12,19 and 25. These transactions are eliminated upon consolidation. Sales the full variable amount of the acquisition price. The identification and val-
to associated companies amounted to SEK 35 M (25) and receivables from uation of intangible assets related to customer relationships is ongoing.
associated companies amounted to SEK 32 M (53). Elekta consolidates the Avanco business from January 31, 2017. The acqui-

None of the board members or any of the senior executives has, or sition is expected to add O percent to Elekta’s net sales on an annual basis
has had, any direct or indirect involvement in any business transactions and is expected to be accretive to Elekta earnings per share (EPS). Transac-
between themselves and Elekta. In addition to this, no other transactions tion costs amount to approximately SEK 1M and is reported as other operat-
with related parties have occurred. Remunerations and benefits to key per- ing expenses in the consolidated income statement.
sonnel in management positions are presented in Note 5. During the year an amount of SEK 24 M (24) regarding contingent con-

siderations related to acquisitions in previous years has been paid out.

Note 34 Business combinations
2015/16

2016/17

In 2015/16 no acquisitions were carried out. For the acquisitions performed

On January 31, 2017, Elekta acquired the service business as well as person- in 2014/15 all purchase price allocations were finalized during 2015/16. The

nel of Portuguese distributor Sociedade Avanco, S. A. (Avanco). The acquisi- adjustments made in comparison with the preliminary purchase price allo-

tion will bring Elekta closer to its Portuguese customers. Through the trans- cations were mainly relating to finalized valuation of acquired service con-
tracts. Recognised liabilities regarding contingent considerations amounted

to SEK 138 M in the final purchase price allocations. During the year an

action Elekta assumed all service contract revenue from Avanco starting

on February 15, 2017. The acquisition price consisted of a fixed amount of

approximately SEK 25 M and a maximum variable amount of approximately amount of SEK 24 M regarding contingent considerations related to acquisi-

tions in previous years were paid out.
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Note 35 Average number of employees

Men Women Total
2016/17 2015/16 2016/17 2015/16 2016/17 2015/16

Parent Company 16 18 14 14 30 32
Subsidiaries:

Sweden 143 149 77 84 220 233
USA 654 605 246 344 900 949
Great Britain 512 549 142 160 654 709
China 362 365 168 159 530 524
The Netherlands 174 182 41 48 215 230
Germany 120 140 32 30 152 170
Japan 73 72 21 27 94 99
India 88 88 6 4 94 92
Poland 30 13 45 9 75 22
Italy 56 58 18 20 74 78
Canada 55 54 14 19 69 73
France 50 53 13 14 63 67
Brazil 41 38 14 16 55 54
Hong Kong 32 26 17 18 49 44
Spain 38 38 9 10 47 48
Australia 37 33 9 10 46 43
Turkey 24 24 10 11 34 35
Mexico 26 27 5 5 31 32
Finland 24 22 6 6 30 28
Austria 15 17 6 6 21 23
South Korea 18 18 3 3 21 21
Singapore 12 12 3 4 15 16
Greece 10 9 3 3 13 12
Czeck Republic 9 12 3 2 12 14
Belgium 9 6 2 1 11 7
South Africa 5 7 2 2 7 9
New Zealand (branch) 5 4 1 1 6 5
Vietnam 5 3 - - 5 3
Switzerland (branch) 3 3 1 2 4 5
Portugal 2 - 1 - 3 -
Russia 1 - - - 1 -
Total average number of employees 2,649 2,645 932 1,032 3,581 3,677

Specification men/women among board of directors and executive management

During the financial year, the board of directors of Elekta AB consisted of 67 percent (67) men. The executive management consisted of 95 percent (93) men.
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The board of directors and the President and CEO certify that the annual ing standards, and give a true and fair view of the position and profit or
financial report has been prepared in accordance with generally accepted loss of the Parent Company and the Group, and that the management
accounting principles and that the consolidated accounts have been pre- report gives a fair review of the development and performance of the busi-
pared in accordance with the international set of accounting standards ness, position and profit or loss of the Parent Company and the Group, and
referred to in Regulation (EC) No 1606/2002 of the European Parliament and describes the principal risks and uncertainties that the Parent Company and
of the Council of 19 July 2002 on the application of international account- the companies in the Group face.
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Auditor’s report

Auditor’s report

To the general meeting of the shareholders of Elekta AB (publ), corporate
identity number 556170-4015

Report on the annual accounts and
consolidated accounts

Opinions

We have audited the annual accounts and consolidated accounts of

Elekta AB (publ) for the financial year 2016-05-01-2017-04-30. The annual
accounts and consolidated accounts of the company are included on pages
62-105 in this document.

In our opinion, the annual accounts have been prepared in accordance
with the Annual Accounts Act and present fairly, in all material respects, the
financial position of the parent company as of 30 April 2017 and its finan-
cial performance and cash flow for the year then ended in accordance with
the Annual Accounts Act. The consolidated accounts have been prepared
in accordance with the Annual Accounts Act and present fairly, in all mate-
rial respects, the financial position of the group as of 30 April 2017 and their
financial performance and cash flow for the year then ended in accordance
with International Financial Reporting Standards (IFRS), as adopted by the
EU, and the Annual Accounts Act. The statutory administration report is
consistent with the other parts of the annual accounts and consolidated
accounts.

We therefore recommend that the general meeting of shareholders
adopts the income statement and balance sheet for the parent company
and the group.

Basis for Opinions
We conducted our audit in accordance with International Standards on
Auditing (ISA) and generally accepted auditing standards in Sweden. Our
responsibilities under those standards are further described in the Auditor’s
Responsibilities section. We are independent of the parent company and
the group in accordance with professional ethics for accountants in Sweden
and have otherwise fulfilled our ethical responsibilities in accordance with
these requirements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinions.

Our audit approach
Overview
Materiality
e We have applied an overall materiality

- level of SEK 55 million
Materiality

Audit scope

e The auditincluded Elekta AB and larger
Scope subsidiaries

Key audit matters

Key e Revenues from the sale of machines, and

Audit

contracts including machines, software and
Matters

services should be correctly valued and recog-
nized in the proper period

e Valuation of account receivables and accrued
revenues

Audit scope

Elektais a global company selling solutions including machines and soft-
ware as well as services around the world. The accounting of those is depen-
dent on the contract terms and conditions stipulating when the risk and
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rewards are transferred to the customers, their ability to pay, and often the
terms and conditions result in the timing of invoicing and receipt of pay-
ment differing from revenue recognition. Sales to new markets could imply
new customers or contractual terms affecting the point in time at which
revenues can be recognized. The customer contracts might include multiple
elements, such as machines, services and software which can involve com-
plex accounting treatment. Sales are impacted by the customers’ demand
for product delivery and a significant portion of sales are recognized late in
Elekta’s fourth quarter, and a deferral into the next fiscal year could have
asignificant impact on the financial statements. In summary, this means
that the accounting for revenue and receivables is depending on manage-
ment'’s judgement, the customers’ ability to pay and the terms and condi-
tions of the customer contracts.

We designed our audit by determining materiality and assessing the
risks of material misstatement in the consolidated financial statements.

In particular, we considered where management made subjective judge-
ments; for example, in respect of significant accounting estimates that
involved making assumptions and considering future events that are inher-
ently uncertain. As in all of our audits, we also addressed the risk of man-
agement override of internal controls, including among other matters con-
sideration of whether there was evidence of bias that represented a risk of
material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to
enable us to provide an opinion on the consolidated financial statements
as a whole, taking into account the structure of the Group, the accounting
processes and controls, and the industry in which the group operates.

The current year group audit included the parent company and sub-
sidiaries in Sweden, UK, USA, the Netherlands, Germany, Austria, Brazil,
and China including Hong Kong, Spain, Italy, Japan, South Korea, Poland,
Turkey, Czech Republic, and South Africa. These entities perform proce-
dures during interim periods, many of them in conjunction with the sec-
ond quarter, and audit procedures of the year-end closing performed as at
30 April 2017. These entities represent more than 80% of Elekta’s total turn-
over. In addition, the majority of Elekta’s subsidiaries have statutory audit
requirements.

Materiality

The scope of our audit was influenced by our application of materiality.

An audit is designed to obtain reasonable assurance whether the financial
statements are free from material misstatement. Misstatements may arise
due to fraud or error. They are considered material if individually or in aggre-
gate, they could reasonably be expected to influence the economic deci-
sions of users taken on the basis of the financial statements.

Based on our professional judgement, we determined certain quanti-
tative thresholds for materiality, including the overall materiality for the
financial statements as a whole. These, together with qualitative consider-
ations, helped us to determine the scope of our audit and the nature, tim-
ing and extent of our audit procedures and to evaluate the effect of mis-
statements, both individually and in aggregate on the financial statements
as awhole.

SEK 55 million

How we determinedit 5% of three year average adjusted pre-taxincome.

Group materiality

Rationale for the We selected pre-tax income as the benchmark as we
materiality benchmark consider this to comprise a common benchmark used
applied by Elekta stakeholders. 5% is, in auditing standards,

an acceptable level.

We agreed with the audit committee that we would report to them mis-
statements identified during our audit which are in excess of SEK 10 million,
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Key audit matter

Auditor’s report

How our audit addressed the key audit matter

Revenue from sale of machines and customer contracts including both machines, software and services is accounted for

in the correct value and in the proper period.

Elekta’s revenues and profit are a result of the sale of machines, software and
services. A significant portion of total revenues, is attributable to the sale of
machines. The accounting of these sales is dependent on management’s
judgements regarding contract terms and conditions in terms of when the
risks and rewards are seen to be transferred to the customer.

Sales of multiple element contracts, contracts including both hardware,
software and services, is a common business practice within Elekta.

Risk and rewards associated with the machines are usually transferred to
the customer on delivery or, in accordance with the agreed upon contract
terms. Machines are delivered on the date agreed with the customer. Usually,
itis at that point in time that the revenue from machines is accounted for.
When a customer acceptance test has been received, the remaining revenues
from software and installation are recognized. Consequently, the timing of
revenue recognition regularly differs from invoicing and payment from cus-
tomers which can take place before or after the delivery was made.

Refer to accounting principles and disclosures on pages 81-82 and foot-
note 4in the 2016/17 Annual Accounts.

Valuation of account receivables and accrued revenues

Account receivables and accrued revenues represent significant portions of
the balance sheet and the valuation of these items is dependent on manage-
ment’s judgements and customer’s ability to pay.

Payment terms differ between countries and customers. Credit terms vary
between markets and customers. In some markets, partial payments are
made based on activities such as order receipt, delivery, and customer accep-
tance of the installation. In other markets, full payment is made after finaliz-
ing the installation, or at acceptance. Invoiced amounts are recognized as
account receivables while revenue which has been recognized but not
invoiced, is accounted for as accrued revenue.

Sales in new markets implies new customers and conditions which can
result in a higher level of risk of customers with weaker ability or willingness
to pay.

Refer to accounting principles and disclosures on pages 83-84 and 86 as
well as footnote 21 in the 2016/17 Annual Accounts.

as well as misstatements below that amount which, in our view, warrant
reporting for qualitative reasons.

Key audit matters

Key audit matters of the audit are those matters that, in our professional
judgment, were of most significance in our audit of the annual accounts
and consolidated accounts of the current period. These matters were
addressed in the context of our audit of, and in forming our opinion thereon,
the annual accounts and consolidated accounts as a whole, but we do not
provide a separate opinion on these matters.

Other Information than the annual accounts and
consolidated accounts

This document also contains other information than the annual accounts
and consolidated accounts and is found on pages 1-61 and 109-114. The
board of directors and the managing director are responsible for this other
information.

Our opinion on the annual accounts and consolidated accounts does
not cover this other information and we do not express any form of assur-
ance conclusion regarding this other information.

In connection with our audit of the annual accounts and consolidated
accounts, our responsibility is to read the information identified above and
consider whether the information is materially inconsistent with the annual
accounts and consolidated accounts. In this procedure we also take into
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In our audit, we have evaluated Elekta’s process and controls over revenue

recognition to obtain an understanding of their functioning and to determine

where a potential error could possibly occur. Our evaluation focused on the

approval of new customer contracts, multiple element accounting and con-

trols to ensure that revenue is recognized in the proper period. This evaluation

was performed to be able to focus our substantive testing on the correct

areas. After our evaluation, we performed substantive testing such as:

o Analysis of current year revenues against expectation and prior year

e Testing of a sample of new large contracts and sales against contract terms
& conditions and Elekta’s guidelines, to evaluate the revenue model applied

e On asample basis, testing to ensure that revenues were recognized in the
proper period and in the correct amount

o Assessment of Elekta’s accounting principles and the disclosures in the Notes
regarding revenue recognition

No material observations were made in the audit as a result of our procedures.

In our audit, we have evaluated Elekta’s process and controls regarding
account receivables and accrued revenues to obtain an understanding of their
function and to determine where a possible error could occur. Our evaluation
focused on the monitoring of old receivables and on management’s assess-
ment of customers’ ability to pay and the valuation of the reported account
receivables and accrued revenue. This evaluation was performed to be able to
focus our substantive testing on the correct areas. After our evaluation, we
performed substantive testing such as:

o Analysis of older account receivables and accrued revenue, and of the
reported provision for doubtful accounts in order to independently evaluate
both the collectability as well as the value of the receivables

e On asample basis, we confirmed the account receivables directly with cus-
tomers. We have also tested a sample of the receivables against payments
received subsequent to year end

o Assessment of Elekta’s accounting principles and the disclosures in the Notes
regarding account receivables and accrued revenue

No material observations were made in the audit as a result of our procedures.

account our knowledge otherwise obtained in the audit and assess whether
the information otherwise appears to be materially misstated.

If we, based on the work performed concerning this information, con-
clude that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this regard.

Responsibilities of the board

of directors and the managing director

The board of directors and the managing director are responsible for the
preparation of the annual accounts and consolidated accounts and that
they give a fair presentation in accordance with the Annual Accounts Act
and, concerning the consolidated accounts, in accordance with IFRS as
adopted by the EU. The board of directors and the managing director are
also responsible for such internal control as they determine is necessary to
enable the preparation of annual accounts and consolidated accounts that
are free from material misstatement, whether due to fraud or error.

In preparing the annual accounts and consolidated accounts, the board
of directors and the managing director are responsible for the assessment
of the company’s and the group’s ability to continue as a going concern.
They disclose, as applicable, matters related to going concern and using
the going concern basis of accounting. The going concern basis of account-
ing is however not applied if the board of directors and the managing direc-
tor intends to liquidate the company, to cease operations, or has no realistic
alternative but to do so.
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Auditor’s report

The audit committee shall, without prejudice to the board of director’s
responsibilities and tasks in general, among other things oversee the com-
pany’s financial reporting process.

Auditor’s responsibility

Our objectives are to obtain reasonable assurance about whether the
annual accounts and consolidated accounts as a whole are free from mate-
rial misstatement, whether due to fraud or error, and to issue an audi-

tor’s report that includes our opinions. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accor-
dance with ISAs and generally accepted auditing standards in Sweden will
always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these annual accounts and consoli-
dated accounts.

Afurther description of our responsibility for the audit of the annual
accounts and consolidated accounts is available on Revisorsinspektionens
website: www.revisorsinspektionen.se/rn/showdocument/documents/
rev_dok/revisors_ansvar.pdf. This description is part of the auditor’s report.

Report on other legal and regulatory requirements

Opinions
In addition to our audit of the annual accounts and consolidated accounts,
we have also audited the administration of the board of directors and the
managing director of Elekta AB (publ) for the financial year 2016-05-01-
2017-04-30 and the proposed appropriations of the company’s profit or loss.
We recommend to the general meeting of shareholders that the profit
be appropriated in accordance with the proposal in the statutory adminis-
tration report and that the members of the board of directors and the man-
aging director be discharged from liability for the financial year.

Basis for opinions
We conducted the audit in accordance with generally accepted auditing
standards in Sweden. Our responsibilities under those standards are further
described in the auditor’s responsibilities section. We are independent of the
parent company and the group in accordance with professional ethics for
accountants in Sweden and have otherwise fulfilled our ethical responsibili-
ties in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinions.

Responsibilities of the board of directors and

the managing director

The board of directors is responsible for the proposal for appropriations of
the company'’s profit or loss. At the proposal of a dividend, this includes an
assessment of whether the dividend is justifiable considering the require-
ments which the company’s and the group’s type of operations, size and
risks place on the size of the parent company’s and the group’s equity, con-
solidation requirements, liquidity and position in general.
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The board of directors is responsible for the company’s organization and the
administration of the company’s affairs. This includes among other things
continuous assessment of the company’s and the group's financial situa-
tion and ensuring that the company’s organization is designed so that the
accounting, management of assets and the company’s financial affairs
otherwise are controlled in a reassuring manner. The managing director
shall manage the ongoing administration according to the board of direc-
tors’ guidelines and instructions and among other matters take measures
that are necessary to fulfil the company’s accounting in accordance with
law and handle the management of assets in a reassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration, and thereby our
opinion about discharge from liability, is to obtain audit evidence to assess
with a reasonable degree of assurance whether any member of the board of
directors or the managing director in any material respect:

e Has undertaken any action or been guilty of any omission which can give
rise to liability to the company, or

e inany other way has acted in contravention of the Companies Act, the
Annual Accounts Act or the Articles of Association.

Our objective concerning the audit of the proposed appropriations of the
company’s profit or loss, and thereby our opinion about this, is to assess
with reasonable degree of assurance whether the proposal is in accordance
with the Companies Act.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with generally accepted auditing
standards in Sweden will always detect actions or omissions that can give
rise to liability to the company, or that the proposed appropriations of the
company’s profit or loss are not in accordance with the Companies Act.

Afurther description of our responsibility for the audit of the admin-
istration is available on Revisorsndmnden’s website: www.revisorsinspek-
tionen.se/rn/showdocument/documents/rev_dok/revisors_ansvar.pdf. This
description is part of the auditor’s report.

Stockholm the 10 July 2017

PricewaterhouseCoopers AB
Signature on original auditors’ report in Swedish!)

Camilla Samuelsson
Authorized public accountant

Johan Engstam
Authorized public accountant
Auditor-in-charge

1) This is a translation of the original auditors’ report in Swedish. In the event of any dif-
ferences between the translation and the original statement in Swedish, the Swedish
version shall prevail
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Glossary

Adaptive radiation therapy

A treatment technique that aims to customize
each patient’s treatment plan to patient
specific variation by evaluating and charac-
terizing the systematic and random variations
through image feedback and including them in
adaptive planning.

Benign

The term benign is used when describing tumors
or growths that do not threaten the health of an
individual. Benign is the opposite of malignant.

Brachytherapy

Is also known as internal radiation therapy,
involves placing a radiation source in or near the
treatment area. This allows very high tumor doses
to be achieved, while limiting the impact on sur-
rounding organs. The method is typically used

to treat gynecological cancer and prostate can-
cer, but also breast cancer and certain types of
skin cancer.

Cancer
Uncontrolled, abnormal growth of cells.

Chemotherapy
Treatment of cancer diseases with the aid of
chemicals that eliminate diseased cells.

Cone beam CT (CBCT)

A CBCT system mounted to a linac or Gamma
Knife creates images used for verifying or deter-
mining the location of the patient in relation to
the treatment beam(s).

Computed tomography (CT)
Aradiological method of imaging anatomical
structures by means of layering, using computer
technology.

Deep brain stimulation (DBS)

Abrain ‘pacemaker’ is implanted to stimu-

late brain activity and block signals that cause
unwanted symptoms present in functional neuro-
logical disorders, for example tremor.

Electronic brachytherapy

Type of brachytherapy that uses an X-ray tube to
induce radiation. It can deliver radiation to the
tumor with a high degree of precision whilst min-
imizing damage to healthy surrounding tissue.
Due to the source of radiation used, electronic
brachytherapy can be performed in a room with
minimal shielding.
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Epilepsy
Disorder characterized by repeated, sudden
disturbances of brain function.

External-beam radiation therapy

The most common type of radiation therapy, in
which the radiation source is produced by a linear
accelerator and delivered by the radiation beam
from the linear accelerator head rotated around
the patient. By delivering the radiation from vari-
ous angles, the radiation dose is distributed more
evenly in the tumor without excess damage to
surrounding healthy tissue.

Fraction
Part of the total radiation dose, delivered at a
daily treatment.

Food and Drug Administration (FDA)

Is an agency of the US Department of Health
and Human Services. The FDA is responsible for
protecting and promoting public health through
the regulation and supervision of for example
medical devices.

Functional disorders
Diseases in the central nervous system.

Gamma Knife® radiosurgery
Stereotactic radiosurgery with Leksell Gamma
Knife®.

Glioblastoma

The most common and most aggressive malig-
nant primary brain tumor. They are usually highly
malignant as a large number of tumor cells are
reproducing at any given time and are supported
by alarge network of blood vessels. Glioblastoma
often infiltrate with normal healthy brain tissue.

High dose radiation (HDR)

An amount of radiation that is greater than that
given in typical radiation therapy. High-dose radi-
ation is precisely directed at the tumor to avoid
damaging healthy tissue, and may kill more can-
cer cells in fewer treatments.

Hypofractionation

Atreatment schedule in which the total dose of
radiation is divided into large doses and treat-
ments are given once a day or less often.

Image guided radiation therapy (IGRT)
IGRT enables high precision targeting and accu-
racy using high-resolution multi-dimensional
X-ray images of the patient’s tissue.

Glossary

Image guided radiation therapy (IGRT)
with magnetic resonance imaging (MRI)
This provides high-quality images of tissue and
tumors while treatment is in progress, and also
enables adaptation of the radiation dose in real-
time. The method is under development in the
MR-linac consortium.

Intensity-modulated radiation therapy
(IMRT)

IMRT is an advanced type of treatment that uses
multiple very small beams of varying intensity
rather than asingle, large, uniform beam. The
radiation can therefore be tailored to the size and
shape of the tumor, allowing higher tumor doses
while minimizing the impact on healthy tissue.

Incidence
Incidence is the number of new cancer cases aris-
ing in a given period in a specified population.

Invasive

Atreatment technique that penetrates the skin,
skull, etcetera. The opposite of non-invasive
(bloodless).

LINC

Elekta’s two learning and innovation centers in
Atlanta, USA and in Beijing, China. The LINC:s
are state-of-the-art facilities that provide Elekta
users and employees with an ideal environment
for learning.

Linear accelerator (linac)
Equipment for generating and directing ionizing
radiation for treatment of cancer.

Magnetoencephalograph (MEG)
Equipment for real time mapping of the function
in different parts of the brain, by measuring the
magnetic field generated by brain cells activity.

Magnetic resonance imaging (MRI)
Technology used to visualize and differenti-

ate organs and anatomical structures inside the
body. It uses non-ionizing radiation and is thus
harmless to the patient.

Malignant

Refers to cancerous cells that usually have the
ability to aggressively spread, invade and destroy
tissue. Opposite to benign.
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Glossary

Meningioma

A type of tumor that develops from the menin-
ges, the membrane that surrounds the brain and
spinal cord. Meningiomas are the most com-
mon type of primary brain tumors and are often
benign.

Metastases
Secondary malignant tumors originating from
primary cancer tumors in other parts of the body.

Multileaf collimator

An accessory to the linear accelerator, working
like an aperture. With a large number of individu-
ally adjustable metal leaves, the treatment beam
can be shaped to the size and shape of the tar-
get volume.

MR-linac
See image guided radiation therapy (IGRT) with
magnetic resonance imaging (MRI).

Neurology

The study of the nervous system and its disorders.

Neurosurgery
Surgery of the brain or other parts of the central
nervous system.

Oncology

The study of tumor diseases.

Oncology information system (OIS)

All patient information is collected and accessi-
ble in an oncology information system, from diag-
nosis through treatment and follow-up, so that
clinics can deliver the best possible care for every
patient. MOSAIQ® is Elekta’s world leading oncol-
ogy information system.

Parkinson’s disease

Paralysis, with trembling and shaking as well as
muscular rigidity, with a change in movements
and posture by the patient.
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Prevalence

The prevalence of a particular cancer can be
defined as the number of persons in a defined
population who have been diagnosed with that
type of cancer, and who are still alive at the end
of a given year, the survivors. Prevalence of can-
cers based on cases diagnosed within one, three
and five are presented as they are likely to be of
relevance to the different stages of cancer ther-
apy, namely, initial treatment (one year), clini-
cal follow-up (three years) and cure (five years).
Patients who are still alive five years after diag-
nosis are usually considered cured since the death
rates of such patients are similar to those in the
general population.

Proton therapy

Atype of external radiation therapy where a par-
ticle accelerator is used to direct proton beams

at the tumor during treatment. Proton therapy is
used for research purposes and to a limited extent
for patient care, partly due to its high investment
and maintenance costs.

Radiation therapy
Fractionated ionizing radiation treatment of
cancer.

Radiosurgery

Non-invasive surgery in which a high, single dose
of precise ionizing radiation replaces surgical
instruments.

Stereotactic body radiation therapy
(SBRT)

SBRT enables accurate delivery of radiation to a
tumor and minimizes the radiation dose to sur-
rounding tissue. This enables that small and medi-
um-sized tumors can be treated with higher doses
and fewer sessions, known as hypofractionation.

Stereotactic radiosurgery (SRS)

This is typically used to treat tumors and other
disorders in the brain. The method involves the
delivery of a single high dose, to small and crit-
ically located targets in the brain. The method
offers very high precision, with a minimum impact
on surrounding brain tissue.

Stereotactic radiation therapy (SRT)
Radiation therapy of cancer, where high preci-
sion and accuracy is achieved by delivering the
radiation based on an external fixed-coordinate
system.

Stereotaxy

Atechnique in which a fixed-coordinate system
can determine the location of a point by specify-
ing the coordinates in terms of height, depth and
laterally.

Tesla (T)

MRI requires a magnetic field that is both strong
and uniform. The field strength of the magnet is
measured in teslas (T). The majority of systems
operate at 1.5T, even though there are commer-
cial systems available between 0.2-7T.

Treatment planning system

Treatment planning systems provide tools for
multimodality image registration, organ and
tumor contouring, treatment simulation and plan
optimization. Monaco® is Elekta’s comprehen-
sive treatment planning system that supports all
major treatment techniques.

Tumor

An abnormal mass of tissue that results when
cells divide more than they should or do not

die when they should. Tumors may be benign
(not cancer), or malignant (cancer). Also called
neoplasm.

Volumetric modulated arc therapy
(VMAT)

VMAT is a more advanced variant of inten-

sity modulated radiation therapy (IMRT). VMAT
enables the physician to control the radiation
beam, dosage amount and speed of rotation
around the patient, which enables faster and
more accurate treatment.
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Definitions

Average number of employees

Total annual number of paid working hours
divided by number of standard working hours
per year.

Adjusted EBITA and EBITDA
EBITA and EBITDA adjusted for items affecting
comparability and bad debt losses.

CAGR, compound annual growth rate
The mean annual growth rate over a specified
period of time longer than a year.

Capital employed

Total assets less interest-free liabilities.

Capital turnover ratio
Net sales divided by average total assets.!

Cash flow per share
Cash flow after investments in relation to the
weighted average number of shares.

Contribution margin per region
Net sales less cost of products sold and expenses
directly attributable to the respective region.

Days sales outstanding, DSO

The total of accounts receivables and accrued
income less advances from customers and pre-
paid income in relation to twelve months rolling
net sales divided by 365.

Earnings per share

Net profit for the year attributable to Parent
Company shareholders in relation to the weighted
average number of shares (excluding treasury
shares).
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EBITA

Operating result items plus amortization.

EBITDA
Operating result items plus depreciation and
amortization.

Equity/Assets ratio

Total equity in relation to total assets.

Gross orders
Order intake during a period.

Interest cover ratio?
EBITDA in relation to interest expenses.

[tems affecting comparability

Events or transactions with significant financial
effect, which are relevant for understanding the
financial performance when comparing income
for the current period with previous period,
including restructuring programs, expenses relat-
ing to major legal disputes, impairments and
gains and losses for acquisitions or disposals of
subsidiaries.

Net debt
Interest-bearing liabilities less cash and
cash equivalents.

Net Debt/Equity ratio

Net debt in relation to total equity.

Net orders
Order intake during a period adjusted for cancel-
lations, removals of orders and currency effects.

Operational cash conversion
Cash flow from operating activities divided by
EBITDA.

Definitions

Operating margin
Operating result in relation to net sales.

Profit margin
Profit before tax in relation to net sales.

Return on capital employed
Profit before tax plus financial expenses in
relation to average capital employed.)

Return on shareholders’ equity

Net profit for the year attributable to Parent
Company shareholders in relation to average
shareholders’ equity excluding non-controlling
interests.!)

Shareholders’ equity per share
Shareholders’ equity excluding non-controlling
interests in relation to the number of shares at
year-end (excluding treasury shares).

Value added per employee

Operating profit plus salaries, other remunera-
tion and social security costs and cost of incen-
tive programs divided by average number of
employees.

Working capital

Short-term interest-free assets less short-term
interest-free liabilities, excluding current tax and
derivatives.

1) Average based on the last five quarters

2) New definition. The previous definition was profit
before tax plus financial expenses in relation to
financial expenses
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Alternative performance measures

Alternative performance measures

Reconciliation of non-IFRS measures

With effect July 3, 2016 Elekta has introduced the new European reporting guidelines for Alternative Performance Measures (APMs). APM:s are measures and
key figures that Elekta’s management and other stakeholders use when managing and analyzing Elekta’s business performance. These measures are not sub-
stitutes, but rather supplements to financial reporting measures prepared in accordance with IFRS. Key figures and other APM:s used by Elekta are defined on
page 111. See below for comments on how APM:s are used by Elekta and, when applicable, reconciliations to the IFRS financial statements.

Gross order intake Order and sales growth based on constant exchange rates

From 2016/17 Elekta reports gross order intake. Gross order intake represents Elekta’s order intake and sales are, to a large extent, reported in subsidiar-

the new orders that has been booked during the period and this is in line with ies with other functional currencies than SEK, which is the group report-

industry peers. ing currency. In order to present order and sales growth on a more compa-
rable basis and to show the impact of currency fluctuations, order and sales

Net order intake growth based on constant exchange rates are presented. The schedules

Up until 2015/16 Elekta reported net order intake. The difference between below present growth based on constant exchange rates reconciled to the

gross and net order intake are backlog adjustments and currency effects. total growth reported in accordance with IFRS.

Order backlog

Order backlog represents all orders that have been booked but not yet rev-
enue recognized. Elekta follows the maturity profile of the order backlog
when forecasting revenue.

GROSS ORDER INTAKE

North and Europe, Middle Asia
South America East and Africa Pacific Total

% SEKM % SEKM % SEKM % SEKM
2016/17 vs 2015/16
Change based on constant exchange rates -11 -545 4 193 5 202 -1 -150
Currency effects 2 107 1 61 6 225 3 393
Reported change -9 -438 5 254 11 427 2 243
2015/16 vs 2014/15
Change constant currency effect 2 67 0 5 1 33 1 105
Currency effects 10 451 3 119 9 321 7 891
Reported change 12 518 3 124 10 354 8 996
NET SALES

North and Europe, Middle Asia

South America East and Africa Pacific Total

% SEKM % SEKM % SEKM % SEKM
2016/17 vs 2015/16
Change based on constant exchange rates 1 40 -5 -183 -17 -606 -7 -749
Currency effects 3 102 -1 -24 4 155 2 233
Reported change 4 142 -6 -207 -13 -451 -5 -516
2015/16 vs 2014/15
Change constant currency effect -1 -29 -6 -230 -2 -77 -3 -336
Currency effects 11 382 1 54 8 283 7 719
Reported change 10 353 -5 =176 6 206 4 383
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Gross profit and gross margin

Gross profit is the difference between net sales and cost of products sold
and is presented on a separate line in the income statement. Gross profit as
a percentage of net sales represents gross margin. The Gross margin is used
by management to review effects on the income statement from factors

such as product mix and price development

EBITDA
EBITDA is used for the calculation of the interest cover ratio and operational
cash conversion.

EBITDA
SEKM 2012/13 2013/14 2014/15 2015/16 2016/17
Operating result/EBIT 2,012 1,727 937 423 598
Amortization:

Capitalized development

costs 109 172 236 326 380

Assets relating business

combinations 130 123 130 143 119
Depreciation 110 118 146 165 156
EBITDA 2,361 2,140 1,449 1,057 1,253

[tems affecting comparability

As aresult of the implementation of the new guidelines for APMS the pre-
viously used term “non-recurring items” has been reviewed and replaced,
from the first quarter 2016/17, by the term “items affecting comparability”.
The classification of revenue or expenses as items affecting comparability

is based on management’s assessment of the characteristics and also the
materiality of the item. Expenses classified as items affecting comparability
in this annual report are presented in a schedule on page 71.

EBITA items affecting comparability and

bad debt losses (Adjusted EBITA)

EBITA adjusted for items affecting comparability and bad debt losses is used
by management to evaluate the business and is considered to assist man-
agement and investors in comparing the performance across reporting
periods on a consistent basis. Bad debt losses have been excluded as these
relate to turbulence in the market that is not expected to occur on a regu-
lar basis. For a reconciliation of EBITA adjusted for items affecting compara-
bility and bad debt losses to operating result (EBIT) as presented in the IFRS
income statement, see page 71.

Operating income (EBIT) and operating margin

Operating income or EBIT (earnings before interest and taxes) is part of
Elektas’ long term financial ambitions. The measure is presented in the
income statement as Elekta consider it to provide users of the financial
statements with a better understanding of the Group’s operating perfor-
mance from a financial perspective. The operating margin shows the oper-
ating income as a percentage of net sales.
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Alternative performance measures

Capital employed

Capital employed represents the value of the balance sheet net assets that
is the key driver of cash flow and capital required to run the business. It is also
used in the calculation of return on capital employed.

CAPITAL EMPLOYED

April 30, April 30, April 30, April 30, April 30,

SEKM 2013 2014 2015 2016 2017
Total assets 16,307 17,892 21,184 19,441 20,950
Deferred tax liabilities -582 -687 -732 -690 -778
Long term provisions -121 -131 -259 -140 -142
Other long-term liabilities -27 -8 -20 -73 =33
Accounts payable -1,217 -1,295 -1,262 -1,122 -1,000
Advances from customers -1,292 -1,686 -2,165 -1,943 -2,531
Prepaid income -1,034 -1,200 -1,673 -1,648 -1,874
Accrued expenses -1,404 -1,526 -1,789 -1,817 -1,875
Current tax liabilities -240 -219 -119 -93 -111
Short-term provisions -68 -169 -99 -347 -231
Derivative financial instruments -28 -13 -162 -50 -48
Other current liabilities -182 -215 -225 -157 -281
Capital employed 10,112 10,743 12,678 11,360 12,046

Return on capital employed

Return on capital employed is a measure of the profitability after taking into
account the amount of total capital used unrelated to type of financing. A
higher return on capital employed indicates a more efficient use of capital.

RETURN ON CAPITAL EMPLOYED

SEKM 2012/13 2013/14 2014/15 2015/16 2016/17
Profit before tax 1,800 1,502 716 189 340
Financial expenses 223 231 259 285 271
Profit before tax plus financial

expenses 2,023 1,733 975 474 611
Average capital employed

(last five quarters) 9,467 10,025 11,230 12,039 11,668
Return on capital

employed, % 21% 17% 9% 4% 5%

Return on shareholders’ equity
Return on shareholders’ equity measures the return generated on share-
holders’ capital invested in the company.

RETURN ON SHAREHOLDERS’ EQUITY

SEKM 2012/13 2013/14 2014/15 2015/16 2016/17
Profit for the year 1,340 1,148 552 137 125
Average shareholders’ equity

excluding non-controlling

interests (last five quarters) 4,960 5,553 6,260 6,587 6,541
Return on shareholders’

equity, % 27% 21% 9% 2% 2%
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Alternative performance measures

Interest cover ratio
The interest coverage ratio shows how much result that is available to pay
interest on outstanding debt.

INTEREST COVER RATIO

SEKM 2012/13 2013/14 2014/15 2015/16 2016/17
EBITDA 2,361 2,140 1,449 1,057 1,253
Interest expenses 188 202 217 240 209
Interest cover ratio, multiple 12.6 10.6 6.7 4.4 6.0

Operational cash conversion
Cash flow is a focus area for management. The operational cash conversion
shows the relation between cash flow from operating activities and EBITDA.

OPERATIONAL CASH CONVERSION

SEKM 2012/13 2013/14 2014/15 2015/16 2016/17
Cash flow from operating

activities 1,870 1,275 1,823 1,170 1,819
EBITDA 2,361 2,140 1,449 1,057 1,253
Operational cash

conversion, % 79% 60% 126% 111% 145%
Working capital

In order to optimize cash generation, management focuses on working cap-
ital and reducing lead times between orders booked and cash received. A
reconciliation of working capital to items in the balance sheet is presented
on page 73.

Days sales outstanding (DSO)

DSO is used by management to follow the development of overall payment
terms to customers, which have significant impact on working capital and
cash flow.

DAYS SALES OUTSTANDING (DSO)

SEKM 2012/13 2013/14 2014/15 2015/16 2016/17
Accounts receivable 3,192 4,197 4,207 3,301 3,726
Accrued income 1,861 1,699 1,895 2,126 1,640
Advances from customers -1,292 -1,686 -2,165 -1,943 -2,531
Prepaid income -1,034 -1,200 -1,673 -1,648 -1,874
Netreceivable from customers 2,727 3,010 2,264 1,836 961
Net sales 10,339 10,694 10,839 11,221 10,704
Number of days 365 365 365 365 365
Net sales per day 28 29 30 31 29
Days sales outstanding (DSO) 96 103 76 60 33
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Net debt

Net debt is important to understand the financial stability of the company.
Net debt is used by management to track the debt evolvement and to ana-
lyze the leverage and refinancing need of the Group.

NET DEBT

SEKM 2012/13 2013/12 2014/15 2015/16 2016/17
Long-term interest-bearing

liabilities 4,340 4,361 4,958 3,065 5,272
Short-term interest-bearing

liabilities 212 125 1,075 1,885 0
Cash and cash equivalents -2,567 -2,247 -3,265 -2,273 -3,383
Net debt 1,985 2,239 2,768 2,677 1,889
Net debt/equity ratio

Net debt/equity ratio is one of Elekta’s financial targets. The level of debt is
important to understand the financial stability of the company.

NET DEBT/EQUITY RATIO

SEKM 2012/13 2013/14 2014/15 2015/16 2016/17
Net debt 1,985 2,239 2,768 2,677 1,889
Shareholders’ equity 5560 6,257 6,646 6,412 6,774
Net debt/equity ratio,

multiple 0.36 0.36 0.42 0.42 0.28

Equity/assets ratio

The equity/assets ratio gives an indication of the financial flexibility and
independence to operate and manage variations in working capital needs as
well as to capitalize on business opportunities.

EQUITY/ASSETS RATIO

SEKM 2012/13 2013/14 2014/15 2015/16 2016/17
Shareholders’ equity 5560 6,257 6,646 6,412 6,774
Total assets 16,307 17,892 21,184 19,441 20,950
Equity/assets ratio, % 34% 35% 31% 33% 32%
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Elekta offices

Elekta AB

Box 7593

SE-103 93
Stockholm, Sweden
T +46 8 587 254 00
F +46 8 587 255 00

Europe, Middle East, Africa
T +46 8 587 254 00
F +46 8 587 255 00

North America
T +1770 300 9725
F +1770 448 6338

Latin America, South America
T +5511 5054 4550
F +5511 5054 4568

Asia Pacific
T +852 28912208
F +852 2575 7133

Japan
T +813 6722 3800
F +813 6436 4231

China
T +8610 8012 5012
F +46 8 587 255 00

ﬁ elekta.com
f /elekta
’ @elekta
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