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Corporate Governance Report

Handelsbanken is a Swedish public limited company, whose shares are listed on Nasdaq Stockholm.

Here the Board submits its Corporate Governance Report for 2017 Handelsbanken applies the
Swedish Corporate Governance Code.

This Corporate Governance report is an extract from Handelsbanken's statutory annual report.
The report has been audited by the Bank’s external auditors and this audit is reported in the
Auditor’'s Report.
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Corporate Governance structure

Corporate governance at Handelsbanken - an overview
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The diagram provides a summary of corporate governance at Handelsbanken. The shareholders take decisions at the AGM. For certain questions, the shareholders’
decisions are prepared by the nomination committee. The shareholders appoint a Board, which in turn appoints a CEO to manage the day-to-day operations. The Board
(referred to as the Central Board, at Handelsbanken) organises itself into various committees and has a corporate governance unit at its disposal. To support the work of
governing the Bank, the CEO has Group Finance, Group Credits and Group Legal. There are also a number of control functions at the Bank. In addition, the shareholders

exercise control through auditors appointed by the AGM.

1. SHAREHOLDERS AND
SHAREHOLDERS’ MEETINGS
Shareholders exercise their right to decide on
matters concerning Handelsbanken at share-
holders’ meetings, which are the Bank’s
highest decision-making body. Every year, an
annual general meeting is held at which the
Board, the Chairman of the Board and audi-
tors are appointed. It can also decide how the
nomination committee is to be appointed. See
also page 51.

2. NOMINATION COMMITTEE

The nomination committee’s task is to prepare
and submit proposals to the AGM regarding the
appointment of the Chairman and other mem-
bers of the Board and fees to the Chairman and
other members of the Board. The committee
also proposes the appointment of the auditors,
and their fees. The AGM decides how the nomi-
nation committee will be appointed.

3. EXTERNAL AUDITORS

The auditors are appointed by the AGM for
the period until the end of the following year’s
AGM. The auditors are accountable to the
shareholders at the AGM. They carry out an
audit and submit an audit report covering

matters such as the Annual Report, including
this Corporate Governance Report and the
administration of the Board and the CEO. In
addition, the auditors report orally and in writing
to the Board'’s audit committee concerning how
their audit was conducted and their assessment
of the Bank’s administrative order and internal
control. The auditors also submit a summary
report of their audit to the Board as a whole.

4. THE BOARD
The Board is responsible for the Bank’s
organisation and manages the Bank’s affairs
on behalf of its shareholders. The Board is to
continuously assess the Bank'’s financial situ-
ation and ensure that the Bank is organised in
such a way that the accounting records, man-
agement of funds and other aspects of the
Bank’s financial circumstances are satisfacto-
rily monitored. The Board establishes policies
and instructions for how this should be exe-
cuted, and establishes a work procedure for
the Board, and also instructions for the CEO.
These central policy documents state how
responsibility and powers of authority are allo-
cated among the Board as a whole and the
committees, and also between the Chairman
of the Board and the CEO. The Board
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appoints the CEO, Executive Vice Presidents
and the Head of Group Audit and stipulates
the employment terms for these persons. The
Board also decides the employment terms for
the Heads of Group Compliance and Group
Risk Control. The Chairman is responsible for
evaluating the Board’s work and informs the
nomination committee of the results of this
evaluation.

5. CREDIT COMMITTEE

The Board’s credit committee decides on
credit cases where the amount exceeds the
decision limit that the Central Board has
delegated to another unit. However, cases
of special importance and credits to Board
members and certain persons in managerial
positions are decided by the Board as a
whole. A representative from the unit in the
Bank to which the credit case applies pre-
sents the case to the credit committee.

6. AUDIT COMMITTEE

The Board’s audit committee monitors the
Bank’s financial reporting by examining impor-
tant accounting matters and other factors that
may affect the qualitative content of the finan-
cial reports. The committee also monitors the



effectiveness of the Bank’s and Group’s inter-
nal control, internal audit and risk management
with regard to financial reporting, as well as the
external auditors’ impartiality and independ-
ence. It evaluates the audit work and assists
the nomination committee in appointing audi-
tors. The committee also receives reports from
the Bank’s internal and external auditors.

7. RISK COMMITTEE

The Board'’s risk committee monitors risk con-
trol and risk management in the Handelsbanken
Group. The committee prepares decisions
regarding the Bank’s risk strategy and toler-
ance, for example, and examines reports from
Group Compliance and Group Risk Control.

8. RISK COMMITTEE FOR US
OPERATIONS

The Board’s risk committee for the US opera-
tions deals with the risks in Handelsbanken’s
overall US operations in accordance with US
regulations.

9. REMUNERATION COMMITTEE

The Board’s remuneration committee evalu-
ates the employment conditions for the Bank’s
executive officers in the light of prevailing
market terms. The committee’s tasks include
preparing the Board’s proposals to the AGM
concerning guidelines for remuneration to
executive officers, monitoring and evaluating
the application of these guidelines, and pre-
paring the Board’s decisions on remuneration
and other terms of employment for executive
officers, as well as for the Heads of Group
Compliance, Group Audit and Group Risk
Control. The committee also makes an inde-
pendent assessment of Handelsbanken’s
remuneration policy and remuneration system.

10. GROUP AUDIT

Group Audit (internal audit) performs an inde-
pendent, impartial audit of the operations
and financial reporting of the Handelsbanken
Group. A key task for Group Audit is to assess
and verify processes for risk management,
internal control and corporate governance.
The Chief Audit Officer is appointed by the
Board and reports regularly to the audit com-
mittee, orally and in writing, and also submits
an annual summary report to the whole Board.

11. PRESIDENT AND GROUP CHIEF
EXECUTIVE (CEO)

The CEQ is appointed by the Board to lead
Handelsbanken’s day-to-day operations. In
addition to instructions from the Board, the
CEQ is obliged to comply with the provisions
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of the Swedish Companies Act and a number
of other statutes concerning the Bank’s
accounting, management of funds and opera-
tional control.

12. CORPORATE GOVERNANCE

The Corporate Governance unit ensures that
decisions made at shareholders’ meetings
and by the Board, as well as changes in
legislation, regulations and the Corporate
Governance Code, are implemented in policy
documents from the Board, with the aim of
stipulating general responsibilities and powers
of authority. These are then passed on within
the organisation, chiefly through guidelines
and instructions from the CEO.

13. GROUP CREDITS

Group Credits is responsible for formulating
and maintaining the Bank’s credit process and
for preparing every major credit case that the
Board’s credit committee or the Board as a
whole decides on. The head of the depart-
ment, Handelsbanken’s Chief Credit Officer,
reports to the CEO and is a member of the
Board’s credit committee. The Chief Credit
Officer also reports to the Board regarding
loan losses and risks in the credit portfolio.

14. GROUP FINANCE

Group Finance is responsible for control sys-
tems, reporting, bookkeeping, accounting
and taxes. It is also responsible for the
Group’s liquidity, funding, and capital and for
the Group’s overall risk management regard-
ing financial risk, liquidity risk, and insurance
risk. (See note G2 on pages 84-113.) The
Head of Group Finance, Handelsbanken’s
CFO, reports to the CEO and also regularly
reports on behalf of the CEO to the Board’s
audit committee and risk committee and to
the Board as a whole regarding market risks,
liquidity, funding and capital.

15. GROUP LEGAL

Group Legal is responsible for legal matters
within the Group and provides other units with
legal advisory services. The department
monitors developments in regulations, laws,
standards and guidelines in Handelsbanken’s
home markets. Group Legal is responsible for
operational governance, so it works to ensure
decisions taken by the CEO —as well as changes
in legislation, public authorities’ regulations
and guidelines relating to internal governance,
risk management and control — are imple-
mented in internal guidelines and instructions,
with the aim of establishing responsibilities and
powers of authority within the Bank.

More information

More information about Handels-
banken'’s corporate governance is available
at handelsbanken.se/ireng. The website
includes the following information:
® previous corporate governance reports

from 2007 onwards

* Articles of Association

e information about the nomination
committee

* minutes of shareholders’ meetings from
2008 onwards.

16. GROUP COMPLIANCE

The Compliance function is responsible for
ensuring that laws, regulations and internal
rules, as well as accepted business practices
and norms, are complied with in the opera-
tions pursued by the Handelsbanken Group.
The Compliance function also manages pub-
lic authority contacts related to supervisory
cases. The function supports the operations
and helps them develop internal rules and
implement regulations. The Compliance func-
tion must also identify and report risks regard-
ing compliance and check compliance with
internal rules. A key task is also to inform the
units concerned about the regulations and the
risks that may arise in the operations due to
inadequate compliance. Compliance officers
have been appointed for all business areas
and regional banks and most central units, as
well as for all countries where the Bank oper-
ates. Group Compliance has the functional
responsibility for compliance. The Head of
Group Compliance reports regularly to the
CEO, the risk committee and the Board.

17. GROUP RISK CONTROL

Group Risk Control is responsible for monitor-
ing and reporting all the Group’s material risks
at an aggregate level. This responsibility com-
prises credit and market risks (interest rate,
exchange rate, equity price and commodity
price risk), operational risk, liquidity risks and
insurance risks, as well as risks associated
with the Group’s remuneration system. Group
Risk Control reports continually to the CEO
and on a regular basis to the risk committee,
the remuneration committee and the Board.
The Head of Group Risk Control, Handels-
banken’s Chief Risk Officer, also provides
information to the CFO on an ongoing basis.
Group Risk Control reports directly to the
CEOQ, acts independently, and is separate
from the operations under review. Group Risk
Control has function responsibility for all risk
control in the Handelsbanken Group.
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CORPORATE GOVERNANCE AT
HANDELSBANKEN

Corporate governance concerns how rights and
obligations are allocated among the various
bodies of the Bank, in accordance with prevailing
laws and regulations. Corporate governance
also encompasses the systems for decision-
making, and the structure through which share-
holders control the Bank, directly and indirectly.
Handelsbanken'’s shareholders exercise corpo-
rate governance principally by electing the Board.
The Board appoints and gives instructions to
the CEO.

The following are fundamental to corporate
governance at Handelsbanken: on the one
hand the documents adopted by the Board, for
example the Board’s rules of procedure, instruc-
tions to the CEO and the Chief Audit Officer,
and credit instructions and policy documents
regarding the Bank’s operations (see also pages
55-57), and on the other hand the instructions
and guidelines issued by the CEO. These
documents are revised every year but can be
adjusted more often when necessary.

However, the foundation of functioning
corporate governance is not only formal docu-
ments but also the Bank’s corporate culture,
corporate goal, working methods and remuner-
ation system.

A central part of governance of Handels-
banken comprises managing the risks that arise
in operations. Risk management is described in
detail in a separate risk section in the Annual
Report, note G2 on pages 84-113, in the
Bank’s Pillar 3 report, and also briefly in this
Corporate Governance Report.

The Bank’s culture and long-term goal
Handelsbanken’s corporate goal is to have bet-
ter profitability than the average of peer banks in
its home markets. This is mainly to be achieved
by having more satisfied customers and lower
costs than those of competitors. One of the
purposes of this goal is to offer shareholders
long-term high growth in value.

Handelsbanken has a decentralised work
method and a strong local presence due to its
nationwide branch networks and a long-term
approach to customer relations. The Bank’s
decentralised working model involves profound
trust in employees’ willingness and ability to
take responsibility. This working model has
been consistently applied for many decades
and has resulted in the Bank’s very strong
corporate culture.

The Oktogonen profit-sharing scheme sharp-
ens the employees’ focus on profitability, and is
thus a method of reinforcing a corporate culture
that is characterised by cost-awareness and
prudence. Allocations to the Oktogonen
scheme are made if Handelsbanken’s profitabil-
ity is better than the average of peer banks on
Handelsbanken’s home markets.

Handelsbanken takes a long-term view of both
its employees and its customers. The Bank
wishes to recruit young employees for long-term
employment at the Bank by offering development
opportunities that make the Bank self-sufficient in
terms of skilled employees and managers.

This long-term approach also applies to the
way in which the Bank relates to its customers.
Itis manifested in, for example, the ambition of
always giving the customer the best possible
advice — without looking at what is most profita-
ble for the Bank in the short term. This enables
the Bank to build long-term relationships with
both customers and employees.

Application of the Swedish Corporate
Governance Code

Handelsbanken applies the Swedish Corporate
Governance Code with no deviations. The code
is publicly available on the Swedish Corporate
Governance Board’s website.

General information on regulation and
supervision of banks

The operations of Swedish banks are regulated
by law, and banking operations may only be run
with alicence from the Swedish Financial
Supervisory Authority.

The regulations for banking operations are
very extensive, and are not described in detail in
this report. A list of the key regulations is availa-
ble on the Swedish Financial Supervisory
Authority’s website. Handelsbanken’s main
principle is that operations outside Sweden are
subject both to Swedish regulations and to the
host country’s regulations, if these are stricter or
require deviations from Swedish rules.

The Swedish Financial Supervisory Authority
extensively supervises the Bank’s operations
in Sweden and in all countries where the Bank
runs branches, in other words, when the
foreign operation is part of the Swedish legal
entity Svenska Handelsbanken AB. Equivalent
authorities in other countries exercise limited
supervision over the branches’ operations but
have full supervision over the Bank’s subsidia-
ries outside Sweden. The supervisory work is
co-ordinated in a supervisory group for Handels-
banken, led by the Swedish Financial Super-
visory Authority.

In addition to laws and ordinances, the Swed-
ish supervision is also based on regulations and
general guidelines from the Swedish Financial
Supervisory Authority. The Supervisory Authority
requires extensive reporting on various matters,
such as the Bank’s organisational structure, deci-
sion-making structure and internal control.

The Supervisory Authority’s work also
includes systematically visiting various parts of
the Bank. The purpose of this is to follow up the
Bank’s actual compliance with the terms and
conditions of granted licences and other
detailed regulations.
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SHAREHOLDERS AND SHAREHOLDERS’
MEETINGS

Rights of shareholders

At the end of 2017, Handelsbanken had more
than 115,000 shareholders. They have the right
to decide on matters related to the company at
the AGM or extraordinary meetings of share-
holders. Handelsbanken has two classes of
shares: class A and class B. Class A shares are
by far the most common and represented more
than 98 per cent of all outstanding shares at the
end of 2017. Class A shares each carry one
vote, while class B shares carry one-tenth of a
vote each. Handelsbanken'’s Articles of Associa-
tion state that at shareholders’ meetings, no
shareholder is allowed to exercise voting rights
representing more than 10 per cent of the total
number of votes in the Bank. Class A shares
and class B shares entitle holders to the same
proportion of the profit.

Shareholders who wish to have a matter
considered by the AGM must submit a written
request to the Board sufficiently far in advance
so that the matter can be included in the notice
of the meeting. The Bank’s website contains
information as to when this request must have
reached the Board.

At the AGM, the Bank’s shareholders make
various decisions of major importance to the
Bank’s governance. Shareholders’ decisions
include:

e adopting the income statement and balance
sheet

e appropriation of profits

e discharge from liability for the Board and the

CEOQ for the past financial year
e how many members should be on the Board

of the Bank, who these members should be,

and who should be the Bank’s auditors

e determining fees to Board members and
auditors

e principles for remuneration to executive officers.

The shareholders at a shareholders’ meeting
can also make decisions regarding the Bank’s
Articles of Association. The Articles of Associa-
tion constitute the fundamental governing docu-
ment for the Bank. They specify which opera-
tions the Bank is to conduct, the limits on the
amount of share capital, the right of sharehold-
ers to participate at shareholders’ meetings and
the items to be presented at the AGM. The Arti-
cles of Association state that the number of
Board members must be at least eight and at
most 15. They are elected for one year at a time.
Handelsbanken'’s Articles of Association contain
no stipulation regarding the appointment and
discharging of Board members nor concerning
amendments to the Articles of Association.

Information in preparation for meetings is
published at handelsbanken.se/ireng. Minutes
of previous meetings are also available in Eng-
lish at handelsbanken.se/ireng.



Major shareholders

At the end of 2017, two shareholders had more
than 10 per cent of the votes: AB Industrivarden,
with 10.27 per cent, and the Oktogonen Foun-
dation, with 10.24 per cent. Detailed information
on the Bank’s largest Swedish shareholders can
be found on page 43.

Annual general meeting 2017

The annual general meeting took place on 29

March 2017.

Atotal of 1,533 shareholders were repre-
sented at the meeting. They represented almost
56 per cent of all votes in the Bank. All Board
members were present at the meeting. Also
participating were Helena Stjernholm, nomina-
tion committee chair, as well as Anders Back-
strom of KPMG AB and Jesper Nilsson of Ernst
& Young AB - the principal auditors from the
auditing companies elected by the AGM. The
meeting was chaired by Sven Unger, a lawyer.

The decisions made by the shareholders at
the meeting included the following:

e Adividend of SEK 5.00 per share.

e Authorisation for the Board to resolve on
acquisition of not more than 120 million shares
in the Bank, as well as divestment of shares.

e Authorisation for the Board to resolve on issu-
ance of convertibles with conditions for tier 1
capital instruments. The convertibles entail
mandatory conversion in certain cases, but no
right of conversion for the holders. Conversion
may result in a maximum of 180 million shares.

e The Board is to consist of 11 members.

e The re-election of nine Board members and
the election of two new Board members,
CEO Anders Bouvin and Jan-Erik Ho6g, for
the period until the next AGM.

e The election of Par Boman as Chairman of
the Board.

e Fees to be paid to the Board members as fol-
lows: SEK 3,150,000 to the Chairman of the
Board, SEK 900,000 to the Vice Chairman,
and SEK 640,000 to the other Board mem-
bers. Fees for committee work are as follows
for each member of the respective committee:
SEK 375,000 for the credit committee, SEK

Attendance at AGMs 2012-2017

No. %
2,000 100
1,600 80
1,200 60
800 40
400 20

0 0
2012 2013 2014 2015 2016 2017

B No. of shareholders
present/represented

Proportion of votes e
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130,000 for the remuneration committee, SEK
375,000 for the risk committee, SEK 250,000
for the risk committee for the US operations
and SEK 375,000 for the audit committee. It
was decided that the fee to the chairperson of
the audit committee would be SEK 450,000.
Board members who are employees of
Handelsbanken shall not receive a fee.

e The AGM re-elected Ernst & Young AB and
elected PricewaterhouseCoopers AB to
serve as auditors until the end of the AGM to
be held in 2018.

The shareholders at the meeting also adopted
the following guidelines for remuneration and
other terms of employment for executive offic-
ers, as proposed by the Board:

e The total remuneration is to be on market terms.

e Remuneration is only paid in the form of a
fixed salary, pension provision and customary
benefits.

e By special decision of the Board, the Bank
can provide housing.

o Variable remuneration benefits, such as bonuses
or commission on profits, are not paid.

e The executive officers in question are included
in the Oktogonen profit-sharing scheme on
the same terms as all employees of the Bank.

e The retirement age is normally 65. The pen-
sion benefits are defined contribution and
may be payable in addition to pension plans
under collective agreements.

* The period of notice on the part of a senior
manager is six months, and on the part of
Handelsbanken a maximum of 12 months.

If the Bank terminates the contract later than
five years after the person’s appointment as
one of the Bank’s executive officers, the max-
imum period of notice is 24 months. No other
termination benefits are paid. Other time peri-
ods may apply due to collective agreements
and labour legislation.

e The Board shall have the right to deviate from
the established guidelines if there are special
reasons in an individual case.

The guidelines do not affect remuneration previ-
ously decided for executive officers. The guide-
lines are applied to the Group Chief Executive,
other Executive Directors, and any members of
Handelsbanken’s Central Board who are also
employees of the Bank.

Auditors
Jesper Nilsson has been an authorised public
accountant since 2007; he is principal auditor
for Ernst & Young AB at Handelsbanken and
chairs Handelsbanken’s auditing team. Mr Nils-
son is also an auditor for Intrum, Creades, and
Alecta. Jesper Nilsson was born in 1964.
Johan Rippe has been an authorised public
accountant since 1999 and is principal auditor
for PricewaterhouseCoopers AB at Handels-
banken. Mr Rippe is also an auditor for Stena,

Getinge, and Lundin Petroleum, Deputy CEO of
PricewaterhouseCoopers AB, and a member of
the board of FAR, the institute for the account-
ancy profession in Sweden. Mr Rippe was born
in 1968.

NOMINATION COMMITTEE

The shareholders at the 2010 AGM resolved to
establish instructions for how the nomination
committee is to be appointed. According to the
decision, the instructions will apply until they are
changed by a future AGM. The instructions
state that the nomination committee shall com-
prise five members: the Chairman of the Board
and one representative from each of the Bank’s
four largest shareholders as at 31 August the
year before the AGM is held.

However, the nomination committee must
not include representatives of companies which
are significant competitors of the Bank in any of
its main areas of operations. It is the Chairman
of the Board'’s task to contact the largest own-
ers, so that they will appoint one representative
each to sit on the nomination committee,
together with the Chairman. The 2018 nomina-
tion committee comprises:

Voting power
in % as

Owners at 31 Aug 2017

Representative

Helena Stjernholm,

Chair Industrivarden 10.2
Christian Dahl Oktogonen Foundation 10.2
Mats Guldbrand Lundberg ownership group 3.1
Bo Selling Alecta 2.2
Par Boman,

Board Chairman

Information on the composition of the nomina-
tion committee has been available on the Bank’s
website since 14 September 2017.

The nomination committee’s task in prepara-
tion for the AGM on 21 March 2018 is to submit
proposals for the election of a chairman of the
AGM, the Chairman of the Board and other
members of the Board, the fees to the Board
Chairman and other Board members, and
remuneration for committee work. In addition,
the Handelsbanken Board has decided that
proposals regarding the election of and fees to
auditors be made by the nomination committee.

Recruitment and diversity-related work

In its work, the nomination committee takes into
account matters relating to diversity, including
gender distribution, in the Board. Handels-
banken’s Board has adopted a policy to promote
diversity in the Board. The policy stipulates that,
to promote independent opinions and critical
questioning, it is desirable that the Board should
be characterised by sufficient diversity in terms
of age, gender, geographical origin, and educa-
tional and professional background. The propor-
tion of women on the Board of the Bank is 45
per cent, and the proportion of members of a
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nationality other than the country where Handels-
banken is domiciled is 36 per cent. In compiling
its proposal for the AGM, the nomination com-
mittee will also consider the evaluation of the
Board carried out by the Chairman of the Board.

THE BOARD

After the shareholders at the 2017 AGM
appointed Par Boman to be Chairman of the
Board, Fredrik Lundberg was appointed Vice
Chairman at the first Board meeting immediately
after the AGM. At the same time, the Board
appointed the members of the credit commit-
tee, audit committee, risk committee, remuner-
ation committee and the risk committee for the
US operations. Information about the Board is
shown on pages 60-61.

Composition of the Board

The Board consists of 11 members. When the
Board is to be elected, the nomination com-
mittee proposes members. The nomination
committee includes the Oktogonen Foundation,
which also proposes two of the members in the
nomination committee’s proposal.

The Board members have broad, extensive
experience from the business community. Sev-
eral are, or have been, chief executives of major
companies, and most of them are also board
members of major companies (see pages
60-61). Several members have worked on the
Bank’s Board for a long time and are very famil-
iar with the Bank’s operations. The nomination
committee’s proposals at previous AGMs,
including their reasoning, are available at
handelsbanken.se/ireng.

Independence of Board members

The Swedish Corporate Governance Code
stipulates that the majority of Board members
elected by the AGM must be independent of the
Bank and the Bank’s management, and that at
least two of the independent Board members
must also be independent of those of the com-
pany'’s shareholders that control 10 per cent or
more of the shares and votes in the Bank. The
composition of the Board fulfils the Code’s
requirements for independence.

Regulations governing the Board’s work
The fundamental rules regarding the distribution
of tasks among the Board, the Board commit-
tees, the Chairman, the CEO and Group Audit
are expressed in the Board'’s rules of procedure,
as well as in its instructions to the CEO and to
the Chief Audit Officer.

Chairman of the Board

The Board’s rules of procedure state that the
Chairman shall ensure that the Board carries out
its work efficiently and that it fulfils its duties. This
involves organising and managing the Board’s
work and creating the best possible conditions
for this work. The Chairman must also ensure

that the Board members continually update and
expand their knowledge of the Bank’s opera-
tions, and that new members receive appropriate
introduction and training. The Chairman must be
available to the CEO as an advisor and discus-
sion partner, but must also prepare the Board’s
evaluation of the CEO’s work.

The Chairman’s duties include chairing the
credit, remuneration and risk committees, and
the risk committee for the US operations, as
well as being a member of the audit committee.
The Chairman is responsible for ensuring that
the Board’s work is evaluated annually. The
2017 Board evaluation was performed by
means of a survey and through discussions
between the Chairman and each member. The
Chairman informed the Board of the outcome of
the evaluation and led a Board discussion on
this. He also informed the nomination commit-
tee about the Board evaluation.

The Chairman is responsible for maintaining
contact with the major shareholders concerning
ownership issues. As chairman of the Bank’s
pension foundation, pension fund and staff
foundation, he has overall responsibility for own-
ership issues associated with the shareholdings
of these three entities.

There is no other division of work for the
Board except as concerns the committees.

The Board’s work in 2017
During the year, the Board had nine meetings,
including a lengthy strategy meeting.

The figure on page 53 gives an overview of
the Board’s work in 2017 relating to regularly
occurring major items at ordinary Board meet-
ings. In addition, matters discussed at each
committee meeting are reported at the next
Board meeting.

Committee work

Credit committee

The credit committee consisted of eight mem-
bers: the Chairman of the Board (Par Boman,
who also chairs the credit committee), the Vice
Chairman (Fredrik Lundberg), the chair of the
audit committee (Bente Rathe), the CEO
(Anders Bouvin), the Chief Credit Officer (Per
Beckman), and three Board members
appointed by the Board (Jon Fredrik Baksaas,
Ole Johansson, and Lise Kaae).

The credit committee normally meets once
amonth to take decisions on credit cases that
exceed a set limit but need not be decided on
by the whole Board, due to the importance of
the case or legal requirements. The heads of the
regional banks and Handelsbanken Interna-
tional presented cases to the credit committee
from their own units in 2017 and participated
when other cases were presented, with the
objective of providing them with a good picture
of the Board’s approach to risk. Credit cases
that are decided by the whole Board are pre-
sented by the Chief Credit Officer. If a delay in
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the credit decision would inconvenience the
Bank or the borrower, the credit instructions
allow the CEO and the Chief Credit Officer to
decide on credit cases during the interval
between credit committee meetings.

In 2017, the credit committee had 13 meetings.

Audit committee

The audit committee comprised the Chairman

of the Board (Par Boman) and three Board

members appointed by the Board (Jon Fredrik

Baksaas, Ole Johansson, and Bente Rathe).

The latter members are independent of the Bank,

its management, and major shareholders. The

committee appointed Bente Rathe as its Chair.
The work of the audit committee includes the

following:

e monitoring the financial reporting, as well
as the effectiveness of the Bank’s internal
control, internal audit and risk management
systems in relation to financial reporting

e providing recommendations and proposals
concerning the financial reporting

e preparing the Board’s decision regarding an
audit plan for the work of Group Audit and
taking into account reports from Group Audit

e regular contact with the external auditors.
These auditors report to the committee on
significant matters that have emerged from
the statutory audit, especially regarding
shortcomings in the internal control of the
financial reporting

e keeping up to date with the Swedish Supervi-
sory Board of Public Accountants’” quality
control

® submitting a recommendation regarding the
election of auditors.

Allinterim reports and annual highlights reports
are reviewed by the audit committee. Items are
presented by the CEQ, the CFO, the Chief Audit
Officer and the persons with main responsibility
from the audit companies appointed by the AGM.
In 2017, the audit committee had five meetings.

Risk committee

The risk committee comprised the Chairman of

the Board (Par Boman, who also chairs the

committee) and three Board members

appointed by the Board (Jon Fredrik Baksaas,

Ole Johansson, and Bente Rathe). The latter

members are independent of the Bank, its man-

agement, and major shareholders.
The work of the risk committee includes the

following:

e receiving reports from the Heads of Group
Risk Control and Group Compliance

e preparing the Board’s decisions regarding the
establishment of the internal capital ade-
quacy assessment

e studying the validation and evaluation of the
internal risk classification system

e preparing the Board’s decisions regarding
risk tolerance and risk strategy



e receiving the evaluation of the risk calculation
methods used for limiting financial risks, cal-
culating capital requirements and calculating
economic capital

® preparing the Board’s decisions regarding the
establishment of Handelsbanken'’s recovery
plan

e receiving the presentation of Group Risk
Control’s quarterly reports

e receiving the presentation of Group Compli-
ance’s six-month and full-year reports.

The Head of Group Risk Control, who is also the
Bank’s CRO, and the Head of Group Compli-
ance present their reports to the risk committee
in person. The members of the committee can
also ask questions of the CRO and Head of
Group Compliance when representatives of
Bank management are not present. The Bank’s
CEO, CFO, and Chief Credit Officer also attend
meetings of the risk committee.

In 2017, the Board'’s risk committee had five
meetings.

Risk committee for US operations
The risk committee for Handelsbanken’s US
operations comprised the Chairman of the
Board (Par Boman, who also chairs the
committee) and Board member Jon Fredrik
Baksaas, who was appointed by the Board.
At least one member of the committee must
have experience of identifying, assessing and
managing risk exposure in large, complex
companies.

The duties of the risk committee for the US
operations include the following:
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e receiving information from the US risk and
compliance committee regarding the risk
profile and all material risks for the US opera-
tions as a whole

e receiving information from the US risk and
compliance committee regarding the risk
management framework for the US opera-
tions as a whole, including whether this is
being complied with.

The Head of Group Risk Control, who is also the
Bank’s CRO, presents reports to the risk com-
mittee for the US operations. The Bank’s CEO
(or the person to whom the task is delegated)
and the Head of Handelsbanken’s branch in the
United States also attend meetings of this risk
committee.

In 2017, the risk committee for the US opera-
tions had two meetings.

Remuneration committee

The remuneration committee comprised the
Chairman of the Board (Par Boman, who also
chairs the committee) and two Board members
appointed by the Board (Ole Johansson and
Bente Rathe), who are independent of the Bank,
its management, and major shareholders.

The tasks of the remuneration committee
include making an independent assessment of
Handelsbanken’s remuneration policy and
remuneration system. In addition, the remunera-
tion committee prepares matters regarding
remuneration to be decided on by the Board
and the AGM. After the shareholders at the
AGM have decided on guidelines for the terms
and conditions of remuneration to executive

Board work 2017 - Regularly occurring major items at normal board meetings?

* Interim report (Q4)

* Annual Report

® Loan losses and credit risks

* Capital evaluation

* Risk statement and risk
declaration

* Compliance report

* Questions ahead of the AGM

* Internal capital and liquidity
adequacy assessment
process (ICAAF/ILAAP)

* External audit report

* Internal audit report

* Pension foundation and pen-
sion fund - financial position

Inaugural Board meeting

 Interim report (Q1)

 Loan losses and credit risks
* Capital evaluation

* Risk report

* Provision to Oktogonen

 Strategy meeting
¢ CEO's instructions and guidelines

 Interim report (Q2)

 Loan losses and credit risks

* Capital evaluation

® Process for evaluating the

Board and the CEO

* Vice Chairman, committee members and secretary appointed

¢ Corporate Governance documents
¢ Funding
® The Bank’s prospectus

' The committee’s meetings are not presented in the chart.

2 Utilisation of market risk limits, liquidity, funding and the business situation are dealt with at all meetings.

officers, the Board decides on remuneration to
these officers and the heads of the control func-
tions: Group Audit, Group Risk Control and
Group Compliance. Each year, the remunera-
tion committee evaluates Handelsbanken’s
guidelines as well as its remuneration structures
and levels in accordance with the Swedish
Corporate Governance Code. A statement from
the committee in this regard is published on
handelsbanken.se/ireng prior to the AGM.

In 2017, the remuneration committee had
nine meetings.

THE BANK’S MANAGEMENT

Group Chief Executive

CEO Anders Bouvin was born in 1958, has a BA
degree (filosofie kandidat) in Business and Eco-
nomics, and also an honorary doctorate from
the London Institute of Banking & Finance. He
has worked at Handelsbanken since 1985. In
2002, Anders Bouvin became a member of
what was then called the Group Management,
as Executive Vice President and Head of
Handelsbanken Denmark. Since then, Mr Bou-
vin has been Head of Regional Bank Northern
Great Britain and Head of Handelsbanken UK.
With the exception of his position as Vice Chair
of the Swedish Bankers’ Association, Anders
Bouvin has no significant assignments outside
Handelsbanken. His shareholdings in the Bank
and those of close relatives are 5,000 shares,
as well as 45,808 shares held indirectly via the
Oktogonen profit-sharing scheme. In addition,
Anders Bouvin has a holding of staff convertible
notes in Handelsbanken, issued on market
terms to the Bank’s employees in 2014.

* Interim report (Q3)

e Loan losses and credit risks

* Capital evaluation

® Supervisory authority’s overall
capital and liquidity assessment

* Risk classification system

* Recovery plan

 Evaluation of the Board and
Chairman

 Follow-up of remuneration and
remuneration policy

* Information about the
nomination committee

e Limits for financial risks, etc.
 Staff development

* Adjustment of terms of
employment

 Evaluation of CEO
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His holding in the 2014 convertible totals
SEK 5,869,254 which, at a conversion price of
SEK 109.92, corresponds to 53,395 shares.
Neither the CEO nor his close relatives has any
material shareholdings or other ownership inter-
ests in companies with which the Bank has sig-
nificant business relations.

Operational structure

Handelsbanken has long had a decentralised
working method, where almost all major busi-
ness decisions are taken at the local bank
branches, close to customers. Operations are
pursued to a large extent within the parent com-
pany, but also in subsidiaries.

Branch operations
Branch operations are geographically organised
into regional banks: five in Sweden, five in the UK
and one each in Denmark, Finland, Norway and
the Netherlands. Together, these countries com-
prise the Bank’s home markets. Each regional
bank is led by a head. The regional banks in the
UK are co-ordinated under the Head of UK. In
Sweden, business support functions have been
pooled centrally under a Chief Operating Officer.
In Denmark, Finland, Norway, and the Neth-
erlands, the head of the regional bank is also the
General Manager. These heads, as well as the
Head of UK operations and the general manag-
ers for the international operations outside the
home markets, are responsible to the public
authorities in their respective countries for all
operations that the Bank and its subsidiaries
pursue in those countries.

Business areas

There are five business areas within Handels-
banken. Three of these business areas are part
of the Handelsbanken Capital Markets seg-
ment: Pension & Life, Markets & Asset Manage-
ment and Handelsbanken International. The
joint functions of these three business areas,
such as back-office operations, IT develop-
ment, finance, HR, communications, risk control
and compliance, are co-ordinated under a joint
head. The remaining two business areas are
Stadshypotek and Retail & E-services. Each
business area has Group-wide responsibility for
its products and services.

The Pension & Life business area includes the
Bank'’s entire pensions-related offering, as well
as the Handelsbanken Liv subsidiary. The Mar-
kets & Asset Management business area
includes trading in financial instruments, corpo-
rate finance, and asset management, with the
Handelsbanken Fonder and Xact Kapitalforvalt-
ning subsidiaries. The Handelsbanken Inter-
national business area includes all the Bank’s
international operations outside its home
markets. For every country outside the home
markets in which Handelsbanken pursues oper-
ations there is a General Manager who reports
to the Head of Handelsbanken International.

The Stadshypotek business area comprises
the Stadshypotek AB subsidiary, which pursues
mortgage loan operations and other property
financing. The Retail & E-services business area
develops services for e-commerce and tradi-
tional retailing under its own brand. This busi-
ness area includes the wholly owned subsidiary
Ecster AB.

Decision-making process
To alarge extent, responsibilities and powers of
authority at Handelsbanken have been assigned
to individual members of staff, rather than
groups or committees. However, there are col-
lective decisions regarding credit decisions
made in credit committees and the boards of
regional banks. It is also required that the mem-
bers are unanimous regarding these decisions.
Officers with responsibility for certain busi-
ness areas or functions, and general managers
outside Sweden are designated Executive
Directors in Handelsbanken. These persons
comprise the group of executive officers
according to the definition in the Swedish Com-
panies Act. The group is also covered by the
concept of senior management used by the
Swedish Financial Supervisory Authority in its
regulations FFFS 2011:1. These persons are
subject to the remuneration guidelines applied
by the annual general meeting. For more infor-
mation about Executive Directors, see page 62.
The CEQ regularly meets representatives of
the business-operating units, staff functions and
control functions for the purpose of consultation
and information. This group is referred to as
Senior Management (see pages 62-63).

FRAMEWORK FOR CONTROL

Risk Forum

Handelsbanken has a Risk Forum, the purpose
of which is to discuss the Bank’s overall risk
situation ahead of Board meetings, and to
ensure that sufficient risk assessments are
carried out prior to all decisions of a material
nature. In addition to the CEO, the Risk Forum
includes the CFO and the Heads of Group Risk
Control, Group Compliance and Group Legal,
as well as others.

Internal control for operations

Responsibility for internal control has been del-
egated from the CEO to managers who report
directly to the CEO and who are in charge of
internal control within their respective units. In
turn, these managers have delegated respon-
sibility for internal control to managers who
report to them. This responsibility means that
fit-for-purpose instructions and procedures for
the operation must be in place, and compli-
ance with these procedures must be moni-
tored regularly. Thus, the responsibility for
internal control and compliance is an integral
part of managers’ responsibility at all levels in
the Bank.
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Group Audit

Long before external requirements for internal
auditing were introduced, the Bank had an
internal audit function that was independent of
the line organisation. The organisation has cen-
trally and regionally placed internal auditors.
The regional internal audit departments are part
of Group Audit, which constitutes an integrated
internal audit function. Group Audit comprises
some 100 employees. The Chief Audit Officer is
appointed by and reports to the Board. Thus,
Group Audit is the Board’s controlling bodly.
The selected organisation and long tradition
give Group Audit the authority and integrity
required to enable the auditors elected by the
AGM to rely on measures and data from Group
Audit.

Group Audit is tasked with performing an
independent, impartial audit of the operations
and financial reporting of the Handelsbanken
Group. This includes assessing and verifying
processes for risk management, internal control
and corporate governance. Their assignment is
based on a policy established by the Board and
is performed on the basis of a risk-based
methodology in accordance with internationally
accepted standards issued by the Institute of
Internal Auditors. The planned auditing tasks
are documented every year in an audit plan
which is established by the Board. Group
Audit’s con