Internal control over financial and sustainability reporting

Internal control over financial and sustainability reporting is included as a part of the overall
internal control at Trelleborg, and constitutes a central component of Trelleborg’s corporate
governance. The key goals are that internal control is appropriate and effective, provides reliable
reports and complies with laws and regulations.

Trelleborg’s Board of Directors has concluded

that the current Internal Control set up is suffi-
cient from a corporate governance perspective
and that there is no need for an internal audit
function.

The starting point for the internal control
process is the regulatory framework for internal
control issued by the Committee of Sponsoring
Organizations of the Treadway Commission
(COSO0). According to COSO, the review and
assessment are conducted in five areas where
the control environment creates discipline and
provides structure for the other four areas: risk
assessment, control structures, information
and communication, and monitoring.

Control environment
The control environment provides the basis for
the internal control. One important aspect is
that decision making, authority and responsi-
bility are clearly defined and communicated
between different levels within Trelleborg and
that policy instruments, in the form of policies,
manuals and recommendations, exist and are
observed. Refer to pages 34-35 for list of
external and internal policy instruments.

The Board of Directors bears overall
responsibility for financial reporting where the
Audit Committee assists the Board by moni-

toring, for example, the efficiency of Trelleborg’s
internal control, internal audit and risk
management.

The responsibility for maintaining an effec-
tive control environment and the day-to-day
work involving internal control is delegated to
the President.

The Group’s Internal Control staff function
serves as the Group’s internal audit function
and reports to the Audit Committee and the
Group’s CFO. The function focuses on devel-
oping, enhancing and securing internal control
over the Group’s financial reporting by proac-
tively concentrating on the internal control
environment and by examining the effectiveness
of internal control.

Risk assessment

Risk assessment aims to identify and evaluate
the most significant risks, including risk of
fraud and risks in connection with significant
changes, that affect internal control within

the Group.

The assessment results in control targets
that ensure that the fundamental demands
placed on external financial reporting are
fulfilled and comprise the basis for how risks
are to be managed through various control
structures.

The risk assessment is updated on an annual
basis under the direction of the Internal Control
staff function and the results are reported to
the Audit Committee.

Control activities

The most significant risks are managed
through control structures in the Group.
Management may entail that these risks are
accepted, reduced or eliminated.

The control structures aim to ensure
efficiency in the Group’s processes and good
internal control and are based on minimum
requirements for good internal control in
defined processes.

Refer to the illustration on page 41.

Information and communication
The internal policy instruments are available to
all relevant employees on Trelleborg’s intranet
and are generally provided through training.
Special campaigns are conducted covering, for
example, the Group’s whistleblower system. All
relevant employees annually confirm in writing
their knowledge of, and compliance with, the
Group’s internal policy instruments.

The Group’s Chief Financial Officer and the
Head of the Internal Control staff function
report the results of their work on internal
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control as a standing item on the agenda of
the Audit Committee’s meetings. The results
of the Audit Committee’s work in the form of
observations, recommendations and proposed
decisions and measures are continuously
reported to the Board. The minutes of the
Audit Committee meetings are presented to
the Board and the Chairman of the Audit
Committee reports on its work.

External financial reporting is performed in
accordance with relevant external and internal
policy instruments.

Monitoring

Monitoring to ensure the effectiveness of
internal control is conducted by the Board,
Audit Committee, President and CEO, Group
Management, the staff functions of Internal
Control, Group Finance, Group Treasury and
Group Tax, Excellence and Sustainability, as
well as the Group’s companies and business
areas.

Monitoring includes the follow-up of
monthly financial reports in relation to targets,
quarterly reports with results from self-assess-
ments in the Group’s companies and business
areas, and results from internal control review.
Monitoring also encompasses following up
observations reported by Trelleborg’s auditor.
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