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Statutory Corporate Governance Statement for the financial year 2021

Statutory Corporate Governance Statement for the financial year 2021,
cf. art. 107b of the Danish Financial Statement Act

This statement forms part of
the management'’s review in
ALK-Abello A/S’ 2021 annual
report covering the period 1
January to 31 December 2021.

Governing bodies

ALK has a two-tfier management
sfructure consisting of the Board
of Direcfors and the Board of
Management. The two boards are
independent of each other.

The Board of Directors defines the
strategic framework for ALK’s action
plans and activities on the basis of
objectives, straftegies and policies.
Furthermore, on behalf of the
shareholders, the Board of Directors
supervises the organisation, monitors
procedures and responsibilities and
sees thatf the company is managed

appropriately and in accordance
with legislation and ALK’s Articles of
Associafion.

The Board of Directors appoints a
Board of Management to undertake
the day-to-day management of

ALK. The Board of Directors sefs out
the ferms and fasks of the Board of
Management, supervises its work and
seeks aconstructive dialogue with
the Board of Management regarding
the implementation of the selected
sfrategies and the overall development
of the company.

Composition of the Board of
Directors

The Board of Directors consists of nine
members. Six members, including

the Chairman and the Vice-Chairman,
are up for re-election each year at the
Annual General Meeting (AGM). Three
members are employee-elected and
serving four-year terms. Af the AGM

in 2022, the number of shareholder-
elected members will be expanded to
seven.

Afthe AGM in 2021, Anders Hedegaard
was re-elected as the Chairman of the
Board of Directors. Lene Skole was
re-elected as Vice Chairman. Lars
Holmaqvist, Jakob Riis and Vincent
Warnery (who stepped down from the
Board of Directors on 5 August 2021)
were all re-elected, and Gitte Aabo and
Bertil Lindmark were elected as new
members of the Board.

None of the members elected by the
shareholders have previously been
employed with ALK within the last

five years, and none of them have an
interestin ALK other than the inferests
they may have as shareholders. Three
board members (out of six) elected
by the shareholdersin 2021 can be
considered independent according

o the definitions setf by the Danish

Committee on Corporate Governance.
The Board has nominated a new,
independent member to the Board of
Directors. If the nomination is approved
at the AGM on 16 March 2022, there
will be an overweight of independent,
shareholder-elected members.

The Board of Directors represents
infernational business experience
from managerial positions in avariety
of industries, particular regard is
given fo the members’ insightinfo

the management and globalisation

of R&D driven companies. The Board
of Directfors is deemed to have the
competencies relevant to further ALK’s
development. The Board members
are presented on pages 42 and 43

of the 2021 annual report along with
details on their specific competencies,
managerial positions, efc.



The Board of Directors’ activities
The Board of Directors’ work follows a
calendar, ensuring the consideration
of all relevant fopics over the year. In
2021, the Board of Directors held seven
meetings (111in 2020); the meeting

in June/July was a fwo-day sfrategy
seminar focusing on ALK’s growth
strategy. Al members have been
present af the meetings, apart from
Lars Holmavist, Jakob Riis, Vincent
Warnery and Nanna Rassov Carlson,
who were all excused at one meeting.

The Board of Directors has appointed
three committees: The Audit
Committee, the Remuneration &
Nomination Committee and the
Scientific Committee. The committees’
members can be seen below. The
charters of the committees are
available on the corporate website.

In 2021, The Audit Committee held

five meetings (five in 2020), the
Remuneration & Nomination Committee
held four meetings (sevenin 2020),
while the Scienfific Committee met
three times (fwice in 2020). All persons
have been present af the committee
meefings. An overview of meeting

aftendance can be found in the annual
report on page 32.

At the end of the year, the Board

of Directors evaluates its work

and cooperation with the Board of
Management. The evaluation is based
on aquestionnaire and on individual
inferviews with the Board members as
well as the members of the Board of
Management. An external facilitator
conducted the self- evaluation in
2021. The evaluation highlighted that
the relevant skills and competencies
are represented on the Board, and
board processes and meetings are
conducted with the right level of
defail andin a consfructive manner.
Allmembers of the Board of Directors
were assessed fo have sufficient fime
fo fulfil the duties as board members
and were considered to add value.
Both the Board of Direcfors and the
Board of Management agree that the
cooperation had further improved.
Maintaining and further developing
the dialogue will be prioritised and
affention is still required on the long-
term development of the US market
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and the business model as well as the
future developmentin general.

In addition, the Audit Committee, the
Remuneration & Nomination Commitfee
and the Scientific Committee evaluated
their work and their cooperation

with the Board of Management. The
oufcome of the evaluations is that
issues addressed in the committees
are relevant and handled in an
appropriafte way ensuring a balanced
division of responsibilities between the
commitfees and the Board. After the
changes in the compositions during
2021, the financial and scientific
competencies have been further
sfrengthened in the Audit Committee
and the Scienfific Committee. Focus
areas for 2022 have been agreed

on, including anchoring ESG fopics

to ahigher degree within the Audit
Committee and further focus on ALK's
future pipeline ambitions, the strafegic
direction hereof and ifs impact on RED
in the Scienfific Committee.

For the period until 12 March 2024,
the Board of Directors is authorised
to lef ALK acquire up to 10% of the

Company’s own B shares af the
market price for B shares on the date
of acquisition, subject to a deviafion
of up to 10%. For the period up to
andincluding 11 March 2023, the
Board of Directors is authorised

fo increase the company’s share
capital by one or more issues of new
shares with anominal value of up

To DKK 11,141,196, equivalent to
AA shares with a nominal value of
up fo DKK 1,012,836, and B shares
with a nominal value of up o DKK
10,128,360.

The Board of Directors has a standing
authorisation to decide to pay
extraordinary dividend. However,

the Board has currently temporarily
suspended dividend payments as part
of ALK’s growth strafegy.

Remuneration

The Board of Directors is required to
create aremuneratfion policy governing
the remuneration for the Board of
Directors and Board of Management,
cf. sections 139 and 139a of the Danish
Companies Act. Further, the Board of
Directors is required fo ensure that



Board of Directors

Remuneration

Audit & Nomination Scientific

Committee Committee Committee

Anders Hedegaard, Chairman Member Chairman Member
Lene Skole*, Vice Chairman Member Member
G T e
Lo Holmqwst* .............................................................................................
B G
i

* These board members are not regarded as independent in the sense of the definition contained in the Danish
recommendations on Corporate Governance due to being affiliated with the Lundbeck Foundation which owns 40.3 % of

ALK’s shares

information on remuneration including
incentives for the Board of Directors
and Board of Management is provided
in aremuneration report, cf. section
139b of the Danish Companies Act.
The remuneration policy is subject to
approval by shareholders and was
last approved at the AGM in 2021. The
current remuneration policy and the
remuneration report for 2021 can be
seen here https://ir.alk.net/corporate-

governance

Risks related to financial reporting
ALK has designed a number of infernal
control and risk management systems
to ensure that its financial statements
provide a true and fair view in
accordance with Infernafional Financial
Reporting Standards as adopted by
the EU and additional requirements of
the Danish Financial Statements Act.
The systems also support appropriate
accounting policies and accounting
estfimates.
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ALK’s risk management and internal
confrols in connection with the financial
reporfing process, including IT and tax,
are designed with aview to reducing
risks fo an acceptable level rather

than eliminating the risk of errors and
omissions in the Group’s financial
reporfing.

Control environment

The primary responsibility for the
Group’s risk management and internal
controls in relafion fo the financial
reporfing process rests with the

Board of Directors and the Board

of Management. These fwo boards
are responsible for establishing and
approving general policies, procedures
and controls in key areas connected
with the financial reporting process.
The Board of Directors has established
an Audit Committee with an advisory
role relatively to the Board of Directors
oninternal controls in the financial
reporting procedures, special financial
and accounting issues, evaluation of
financial reporting and other financial
information and risk management.

The Board of Directors assesses, on
an on-going basis, if there is aneed for

establishing an internal audit. Based
on the size, accounting, and auditing
complexity of ALK, the financial
confrolling will be undertaken by the
Corporate Finance function and the
individual affiliates.

The Board of Management is
responsible for the day-to-day
maintenance of an efficient control
environment and risk management
systems in connection with the financial
reporfing process. Managers at
various levels are responsible within
their respective areas.

The policies, procedures and manuals
that have been adopted are available
on the Group’s infranet, and the
importance of compliance with these
precepfts is regularly emphasised.
Guidelines for persons authorised to
sign for the company are provided
through aformalised and documented
distfribution of responsibilities. The
risk of fraud is mitigated through
organisational segregation of
incompatible functions and the use

of preventive and defective infernal
confrols. The confrols are both IT-
based and manual.
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ALK’s confrol environment consists of
its organisational structure and intfernal
guidelines based on legislation and
applicable recommendations.

ALK has established a whistle-blower
scheme, which allows for confidential
and anonymous reporting of potentially
or suspected wrongdoings related

To ALK’s activities. The scheme
minimises the risk of illegalities and
irregularities within the areas of
financial crime, environmental pollution
or inappropriafte conduct, as well as
other circumstances that may be to the
detriment of ALK.

Risk assessment

There is arelatively greater risk of error
initems in the financial statfements
that are based on esfimates or that

are generated through complex
processes. ALK performs confinual risk
assessments fo identify such items and
To assess the scope of the related risks.

Note 2 to the financial statements
of the annual report for 2021
(‘Significant accounting estimares
and judgements’) contains alist of
the esftimates and assessments thaf

are considered material to financial
reporting including a reference fo the
respective notes where the estimates
and assessments are described in
further details.

Control activities

The purpose of the confrol acfivities

is to prevent, detect and correct
possible errors or irregularities.

These activities are infegrated in the
company’s accounting and reporting
procedures and include procedures
such as certification, authorisation,
approval, reconciliation, result
analysis, segregation of incompatible
functions as well as controls relafing to
IT applications and general IT controls.
The Corporate Finance function also
conducts contfrol activities aimed af
ALK’s subsidiaries and selected key
processes.

Information and communication
The company maintains information
and communicafions systems to
ensure that its financial reporting is
correct and complete. Guidelines

for reporting and end-of-month
procedures are updated regularly and
reviewed af least once ayear. These
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guidelines are available fo the relevant
staff on ALK’s infranet. Amendments o
accounting procedures are announced
and explained in instructions from the
Corporate Finance function.

Monitoring

ALK uses a comprehensive,
standardised financial management
system, which confributes fo the
monitoring of the ALK Group's resulfs.
The system facilitates early detection
and correction of possible errors and
irregularities in the Group's financial
reporfing.

All companies report defailed monthly
accounting dafa that are analysed and
monitored af Group and regional level.

ALK applies a uniform accounting
practice in accordance with
Infernational Financial Reporting
Standards as adopted by the EU and
additional requirements of the Danish
Financial Statements Act, whichis
describedin the corporate accounting
manual. The accounting manual
confains accounting and assessment
principles and reportfing insfructions,
which must be strictly observed by all

companies of the Group. The manual
is updated and reviewed confinually,
and compliance with the manualis
monitored af Group level.

The Board of Management informs
the Audit Commitfee on the degree
of compliance with the principles and
instructions in the manual.

Corporate Governance

The Danish Committee on

Corporate Governance (https://
corporategovernance.dk/english) has
drawn up aset of recommendations on
corporate governance that has been
adopted by Nasdaqg Copenhagen. The
recommendatfions are considered fo be
in compliance with the OECD’s current
principles of corporate governance.
ALK’s Board of Directors has
continuously taken the Committee’s
guidelines into consideration and the
Board's ‘comply or explain’ review of
all 40 guidelines is available af https://
ir.alk.net/corporate-governance

ALK s in compliance with all the
guidelines.
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