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Sustainability Report 2022

In our Sustainability Report 2022, we disclose
our progress towards achieving our sustaina-
bility ambitions.

FLSmidth s Annual Report 2022

Corporate '
Governance Statement
2022

Corporate Governance
Statement 2022

In our Corporate Governance Statement, you
can read more about how we have incorpo-
rated and follow the recommendations pre-
pared by the Danish Committee on Corporate
Governance.

Cement business

Non-Core Activities

Remunerg
Report

Remuneration Report 2022

In our Remuneration Report, you can get a
comprehensive overview of the remuneration
of our Executive Management and our Board
of Directors.

Financial performance

Governance Financial statements =

Annual Rgpo?t
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Annual Report 2022

The Annual Report for the FLSmidth Group
provides financial and operational information
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future goals.
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FY22
highlights

Mining
Technologies (ex-TK)*

TK Mining* acquisition
completed
31 August 2022

Creating a leading global
mining technology and ser-
vice provider

FLSmidth s Annual Report 2022

@

Mining

15,082

Mining revenue (DKKm)

10.6%

Adjusted EBITA margn

Organisation

Mikko Keto, new CEO
as of 1 January 2022

Tom Knutzen, new Chair
as of 30 March 2022

Cement

6,204

Cement revenue (DKKm)

3.3%

EBITA margh

@

Strategy

New pure play
strategies

New pure play strategies

launched for Mining and Cement

including new long-term
financial targets

*Mining Technologies (ex-TK) refers to the former
thyssenkrupp Mining business (TK Mining)

Non-Core Activities

Non-Core Activities
segment established
in Q4 2022

Full exit by way of divestment
or wind-down
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Business Mining business

Letter to our shareholders

FLSmidth kickstarted its pure
play strategy transformation in
2022 ®and many actions have
already been taken to accelerate
and execute this. In addition, our
legacy FLSmidth Mining business
and our Cement business signifi-
cantly improved profitability de-
spite the everchanging environ-
ment.

Looking back on our first year as Chair and CEO
at FLSmidth, it has undoubtedly been a busy and
eventful one. We are very proud of the hard work
and dedication from all our employees that have
enabled us to deliver a robust performance while
successfully navigating a challenging macroenvi-
ronment and numerous business changes.

No green transition without minerals
The importance of minerals to the green transition
cannot be overestimated. Supply of critical miner-
als like copper, lithium, nickel, and cobalt faces
continued pressure to meet the ever-growing de-
mand, and hundreds of new mines are required
for these critical minerals by 2030 to avoid a de-
lay to the green transition.

Similarly, cement is essential to infrastructure and
renewable energy projects. As cement remains
one of the most carbon intensive industries in the
world accounting for ~7% of global CO, emissions,
it is critical that the environmental impact of ce-
ment production is reduced.

FLSmidth s Annual Report 2022

Solving these crucial challenges is what drives us

at FLSmidth. It is both an opportunity and our re-
sponsibility. With our MissionZero technologies

and solutions, we are uniquely positioned to sig-

i { xXu}-£+ 2zy-xz §-2 X-
footprint and at the same time improve their
productivity and profitability.

Strengthened our Mining business
During the autumn, we successfully completed one
of our biggest acquisitions in our history ®namely
-~z uxO- « = 8§} §{
and on 1 September 2022 we welcomed ~2,000
new colleagues. With this acquisition, FLSmidth is
better positioned than ever before to provide min-
ing customers with best-in-class full flowsheet tech-
nologies and service solutions to enhance their
productivity and sustainability agenda.

Kickstarted our transformation in 2022
During 2022 FLSmidth created a new platform for
improved long-term profitability, lower risk, re-
duced volatility and enhanced strategic focus on
the core value creating parts of the business.

We implemented a pure play strategy to maximise
respective opportunities in Mining and Cement as
they have different markets, customers and oppor-
tunities. This also kickstarted our transformation
journey, including a sharpened strategic focus on
technology, products, services and sustainability.

To support our transformation, we have also be-
gun to significantly simplify our operating model
to reduce risks, improve efficiencies, ensure
stronger execution and improve profitability and
quality of earnings. This includes optimising our
global footprint, delayering our organisation,

Cement business

Non-Core Activities

taking out synergies related to the Mining Tech-
nologies (ex-TK) acquisition and moving towards a
principal company model. As a result, we have re-
duced our workforce by ~10% across both Mining
and €enemt. « E z | ® 2§} ¥z | -utf

We have also made significant strides to de-risk
our business by implementing risk quotas and
stringent risk management and governance
around our portfolio. This ensures that the oppor-
tunities we pursue and the contracts we accept

ity, are more profitable and are aligned with our
long-term strategic priorities.

U

It has been crucial

for us to reinvigorate
ourselves and provide
a clear strategic direc-
tion to create a new
foundation of trust.
Focus is now on
execution to build
trust through results.

Tom Knutzen, Chair

Financial performance

Governance Financial statements =

Following the completion of the Mining Technolo-
gies (ex-TK) acquisition, we conducted a planned
strategic review of the combined mining product
portfolio. As a result of this, we decided to split our
Mining business into two segments: a continuing
Mining segment, and a Non-Core Activities seg-
ment. This ensures aclear focus and stronger exe-
cution on our core Mining activities which are key
to accelerate our long -term profitability and
growth. We will exit non-core mining activities,
which have been diluting our profitability for

-~ G « LAy kess risksgage erjuc?d in:t(—:}rms\;qf_cqmplgxz « «Yyears. We expect to have fully exited the Non-

Core Activities segment over the next three years,
and we have devoted dedicated resources to en-
sure strong execution of this.

An event unlike any other

Just when we started to think that our business
environment was approaching normality after the
pandemic, war broke out in Europe ® something
that most of us never thought would happen in our
lifetime. We are deeply saddened by the tragic
developments in Ukraine and our thoughts are
with all the people who have been affected by
this. As a result, we immediately decided to sus-
pend all new business in Russiaand Belarus, and
we have during 2022 exited Russia

Improved performance in 2022

We have already seen positive effects from some
of the implemented changes during 2022.
Throughout the year, our legacy FLSmidth Mining
business showed a sustained strong growth in or-
der intake and revenue especially due to im-
proved Service activity. Cement has shown a sta-
ble performance and continued the positive trend
of improving profitability, and thereby returned to
positive EBITA.
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As a result of this, we delivered an improved per-
formance in 2022 with Mining and Cement reve-
nue growth of 29% and 7% ove 2021, respec-
tively. Revenue and EBITA margin forthe Group,
Mining, Cement and Non-Core Activities all ended
in line with our latest FY 2022 guidance as of 8
November 2022.

During 2022 we received eight large orders with a
combined value of around DKK 3.2bn and secured
a book-to-bill of 113% for the year. Cash remains a
core focus and despite significant costs to exit our
activities in Russia and costs related to the inte-
gration of Mining Technologies (ex-TK), and costs
from restructuring the business,we delivered a
cash flow from operations of DKK 968m.

In addition, we have made good progress on most
of our Science-Based Targets and we have im-
proved our ESG ratings. The gender pay gap has
been reduced across the organisation, but there is
still room for further improvement to achieve our
long-term diversity targets.

Our new long-term financial targets

On 18 January 2023, at our Capital Markets Day,
we officially launched our new pure play strate-
gies for Mining and Cement including new long-
term financial targets.

Our previous mid- and long-term financial targets
were withdrawn in connection with the release of
the Annual Report 2020 due to the uncertainty
around the pandemic and other structural
changes. Following the acquisition of Mining Tech-
nologies (ex-TK), our pure play approach and the
establishment of a Non-Core Activities segment,
we have gained improved visibility into each of
our different businesses. Consequently, we intro-
duced new long-term financial targets for the
FY2026 with a core focus on quality of earnings
and reduced earnings volatility. For the FY2026,
we expect to deliver a 13-15% EBITA margin in Min-
ing and an ~8% EBITA margin in Cement.

FLSmidth s Annual Report 2022

Business Mining business Cement business

Key drivers to achieve these targets ®both within
Mining and Cement - include simplification of our
operating model and footprint, de-risking, driving
Service growth and improving our portfolio mix
within both our Products and Service business
lines.

Execution is key for the year ahead

In 2022 we celebrated our 140th anniversary.
While many things have changed since 1882, our
passion to discover and innovate, our commitment
to our customers, and most importantly, the talent
and dedication of our employees have been at the
heart of every achievement made since day one.

The path forward for FLSmidthwill be supported
by the opportunity to capitalise on the demand for
sustainable solutions, to grow our market share
and to become a more profitable company.

While we acknowledge macroenvironment chal-
lenges such as geopolitical turmoil, an energy cri-
sis and a potential recession, we believe these
challenges are manageable and significantly out-
weighed by the fundamental long -term business
drivers ®that are: the much-required green transi-
tion, economic growth and specific industry oppor-
tunities within the mining and cement industries.

In 2023, we look forward to seeing even more
progress as we continue to walk-the-talk, drive our
transformation and continue the implementation
of our pure play strategies. We are confident that
we have the right team and the right strategies in
place, and that we will deliver even greater re-
sults together.

To all employees at FLSmidth, thank you for all
your efforts in 2022 and we look forward to bring-
ing our new strategies to life together with you
during 2023.

Mikko Keto
CEO

Tom Knutzen
Chair

Non-Core Activities Financial performance Governance Financial statements

-0

With the launch of our new pure play strate-
gies, we have now set clear directions and
ambitions for our transformation journey in-
cluding the long-term financial potential for
both Mining and Cement. Key focus is to
walk-the-talk to ensure strong strategy exe-
cution to the benefit of our employees, cus-
tomers, society and shareholders.

Mikko Keto, CEO
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Financial performance highlights 2022

Highlights

Business

Mining business

Cement business

Non-Core Activities

Financial performance
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Order intake Revenue EBITA & EBITA margin Cash flow from operating activities
DKKm DKKm DKKm- % DKKmM968 H from DKKm 1,49 in 2021
24,644 21,849 943 4.3%(adj. 6.4%) EaKrQL;‘%S F;er 522;% o 2001
H28% H24% W -8% - firom =1
Net working capital ratio
©)
% 2021 19,233 2021 17,581 2021 1,030 NIBD/EBITDA
0.6X Hfrom -0.6x end of 2021
Order intake Revenue EBITA & EBITA margin Revenue split by Service & Capital
DKKm DKKm DKKm- % %
17,822 15,082 1146 7.6%(adj. 10.6%)
H 34% H29% H9% 39%
O] 2021: 61%
zZ _ 59%
S 2021 13,281 2021 11,715 2021 1,049 Service
u Capital
Order intake Revenue EBITA & EBITA margin Revenue split by Service & Capital
DKKm DKKm DKKm- % %
6,613 6,264 204 3.3%
E H1% H7% H1,17% 4%
2021:
E)J 2021 5,952 2021 5,866 2021 (19) " izzlult: .
Order intake Revenue EBITA & EBITA margin Revenue split by Service & Capital
DKKm DKKm DKKm- % %
weo 209 503 (407) -80.9%
QE
(OIS 59% 41%
zZE 2022 [ 200 2022 [ 503 222 || <o
O @) ervice
Z < 2021 2021 2021 S
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Sustainability

Spend with suppliers with science -

based targets
™ SCIENGE
BASED
N/ TARGETS

% of total supplier spend

7.7

H 2.8% points improvement

2021 4.9

We increased our spend with suppliers who have set
decarbonisation targets as we work towards our target
to achieve 30% spend by 2025. We engage with sup-
pliers to support them in setting emission reduction tar-
gets.

Safety (Total recordable injury rate )
Total recordable injury rate/million working
hours

15

H 0.4 improvement

2021 1.9

Our total recordable injury rate (TRIR) improved in
2022 from the previous year, but we did not achieve
our target of 1.3. We will continue to promote

safety at our manufacturing sites, service centres
and customer sites and will intensify the focus on
safety behaviour in the organisation.

Highlights

Business Mining business

Cement business

Non-Core Activities

Financial performance

Governance Financial statements =

performance highlights 202 2

Scope 1 & 2greenhouse gas

emissions?
™
tCO2e (market-based) SopicE
N/ TARGETS

36,767

H 5.8%deterioration

2021 34,737

Return to work after COVID-19and less use of renewa-
ble energy drove up scope 2 emissions, while scope 1
emissions decreased. Despite this, combined emis-
sions were below our 43,622 tCO.e target. Increasing
the use of renewable energy will be a key driver to-
wards carbon neutrality by 2 030.

Women managers
%

14.3

No improvement

2021 14.3

We did not achieve our 15.7% target for women man-
agers in 2022 and saw no improvement from 2021.
Through active recruitment, career development and
leadership training, we aim to achieve our diversity tar-
get of having 25% women managers by 2030.

Scope 3: Economic intensity
(use of sold products) V

™
tCO.e/DKKm order intake SoEeE
W/ TARGETS
5,310
H49%improvement
2021 10,3482

Key factors in the improvement were lower sales of
heavy-CO.-emitting cement products and increased
sale of MissionZero products. We measure this target
over a multi-year period to accurately understand its
long-term trend. Annualised average improvement
against our 2019 baseline is 21%

Quality (DIFOT)
%

3819

H 3.2% point deterioration

2021 85.1

Global supply chain issues have been challenging
throughout the year. The situation has eased some-
what during the year, and we have continuously been
able to partly mitigate the supply chain pressure due
to our flexibility to switch between suppliers and use
regional sourcing.

1)Scope 1 2 and 3 data related to our science-based targets does not include Mining TechnologiesEex-TK) operations. Mining Technologies (ex-TK) impact is disclosed in the Sustainability Report.

)l z" 83 -zy £ {z- ¥z }3zz| ~8-«z
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Water withdrawal
m3

178,064

H 12%improvement

2021 201,997

Water withdrawal in 2022 reduced significantly, despite
an increase in the number of sites globally. This is due
to various water-saving initiatives and a high focus on
better data quality and reporting procedures.

Suppliers assessed for sustainability
No.

676

H5.5%improvement

2021 641

Supplier assessments help us to encourage environ-
mental action across our supply chain. Continuing our
progress with supplier engagement, we exceeded our
target of 600 suppliers assessed in 2022.

y-z -8 -7§ 8§28yza« ¥8§®zy {28¥ O0-
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5 key figures
DKKm 2018 2019 2020 2021 2022 Financial ratios 2018 2019 2020 2021 2022
Income statement Book-to-hill 116.0% 94.7% 112.7% 109.4% 112.8%
0, 0, 0, 0, 0,
Revenue 18,750 20,646 16,441 17,581 21,849 Order backlog./ Revenue 86.5? 68.7? 90.50/0 94.40A) 107.70A1
Gross profit 4,693 4,849 3,865 4,180 5076 Return on equity 7.8% 9.1% 2.4% 3.9% 3.3%
I 1 0, 0, 0, 0, 0,
EBITDA before special nonrecurring items 1,826 2,008 1,134 1,401 1,300 E9uity ratio 38.0% 37.4% 39.7% 45.0% 55.L%
EBITA 1,585 1,663 771 1,030 943 ROCE 11.0% 10.9% 5.1% 7.2% 5.9%
EBIT 1,220 1,286 428 668 619 Net working capital ratio, end 11.7% 13.3% 10.7% 6.0% 7.8%
Financial items, net (161 (115, 47 (81) 67y  NIBD/EBITDA 11 12 16 (0.6) 0.6
EBT 1’059 1’17 381 587 552 Capltal employed, average 14,338 15,251 15,195 14,384 15,888
Profit for the year, continuing activities 811 798 226 374 351 Number of employees 11,368 12,346 10,639 10,11 10,977
Loss for the year, discontinued activities (176) (22) (21) 17) 1 Share ratios
Profit for the year 635 776 205 357 352 Cash flow per share, diluted 7.7 18.9 28.3 27.8 17.0
Orders Earnings per share (EPS), diluted 12.8 15.5 4.2 6.9 6.5
Order intake (gross), continuing activities 21,741 19,554 18,524 19,233 24,644  Dividend yield 31 0.0 0.9 12 1.2
Order backlog, continuing activities 16,218 14,192 14,874 16,592 23,541  Dividend per share, proposed 9 0 2 3 3
) . Share price 293.1 265.4 232.8 244.3 251.7
Earning ratios
. Number of shares (1,000), end 51,250 51,250 51,250 57,650 57,650
Gross margin 25.0% 23.5% 23.5% 23.8% 23.2% ST
. . Market capitalisation, end 15,021 13,602 11,931 14,084 14,511
EBITDA margin before special 9.7% 9.7% 6.9% 8.0% 5.9%
non-recurring items Sustainability key figures
EBITA margin 8.5% 8.1% 4.7% 5.9% 4.3%  spend with suppliers with science-based 4.9% 7.7%
EBIT margin 6.5% 6.2% 2.6% 3.8% 2.8% targets*
EBT margin 5.6% 5.7% 2.3% 3.3% 2.5% Scope 1 & 2 greenhouse gas emissions 41,155 34,737 36,767
(tCO2e) marketbased
Cash flow S -
Scope 3: Economic intensity 10,663 10,348** 5,310
Cash flow from operating activities (CFFO) 385 948 1,421 1,449 968 Use of sold products
Acquisitions of property, (288) 77) a71 (116, (88) (GHGs in tonnes CO2e/DKKm order intake)
plant and equipment Water withdrawal (m3) 227,272 221,613 197,346 201,997 178,064
Cash flow from investing activities (CFFI) (285) (661) (376) (273) (2.310)  safety, TRIR Total Recordable Injury Rate 3.0 16 1.0 1.9 15
Free cash flow 100 287 1,045 1,17€ (1,342) (including contractors)*
Free cash flow adjusted for acquisitions (15) 574 1,082 1,185 7 Women managers 10.4% 11.2% 13.1% 14.3% 14.3%
and disposals of enterprises and activities Quality, DIFOT Delivery In Full On Time 87.0% 88.0% 88.3% 85.1% 81.9%
Balance sheet Suppliers assessed for sustainability 195 689 390 641 676
Net working capital 2,200 2,739 1,752 1,058 1,893 The financial ratios have been computed in accordance with the guidelines of the Danish Finance Society. Please refer to note 7.8 for
Net interest-bearing debt (NIBD) (1,922) (2,492) (1,808) 889 (726)  definitions of terms.
Total assets 21,743 23,532 20,456 23,053 29,845 IFRS llﬁlvajc,.adopte(lj 1 January 2019. No figu.res Flrior tol Januanl/ 20.19’ throughoutl the rep?rt, hee been restated. . . . .
*Sustainability key figures are from our Sustainability Report. Starting in 2018, TRIR is including contractorsSpend with suppliers with science-
CAPEX 508 523 494 397 424 based targets was tracked for the first time in 2021. Scope 3 economic intensity was a new target introduced in 2021 using 2019 data as
Equity 8,266 8,793 8,130 10,368 10,787 baseline. No data was tracked for economic intensity in 2020
Dividend to shareholders, proposed 461 0 103 173 173 *"Reporteq Iifetime greenhogse gas emissions for 2021have been recalculated by 4 1/ -8 | |z« \i Bz y-z -8 - 8§
2022 to align with the effective Order Intake date
Use of alternative performance measures
Throughout the report we present financial measures which are not defined according to IFRS. We have included additional information in
note 7.4 Alternative performance measures and 7.8 Definition of terms.
FLSmidth s Annual Report 2022 10
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2023 financial guidance

Financial guidance for 2023, as set out in the Company Announcement no. 32023 on 18 January 2023, is maintained. Guidance for full year
2023 reflects continued improvement of the underlying legacy FLSmidthMining business, integration of Mining Technologies (ex-TK) and the
establishment of the Non-Core Activities segment.

Mining

Revenue (DKKbn)

16.0-17.0

(DKK 15.1bn)

Adj. EBITA margin

9-10%

(10.6%)

Following a strong 2022, we expect mar-
ket growth in 2023 to remain largely sta-
ble versus 2022.

The former Mining Technologies (ex-TK)
business is expected to contribute with
less than DKK 3bn in revenue in 2023 and
is expected to have a dilutive effect on the
full year 2023 adjusted Mining EBITA mar-
gin of around 2%-points.

Guidance for Adjusted EBITA margin in-
cludes adjustments for integration costs of
around DKK 550m for the full year 2023.

Note: Numbers in brackets representrealised FY2022 results

FLSmidth s Annual Report 2022

Cement

Revenue (DKKbn)

6.0-6.5

(DKK 6.3bn)

EBITA margin

4.0-5.0%

(3.3%)

Short-term outlook for the Cement indus-
try remains impacted by overcapacity and
the potential recession is expected to im-
pact market demand negatively over the
coming period.

Non-Core
Activities

Revenue (DKKbn)

0.8-1.0

(DKK 0.5bn)

EBITA

Loss of ~DKK
250-350m

(Loss of DKK 0.4bn)

Non-Core Activities EBITA margin guid-
ance for 2023 reflects the operationally
loss-making nature of the business as well
as costs related to contract negotiations
aimed at reducing the scope of the Non-
Core Activities order backlog.

Group

Revenue (DKKbn)

23.0-24.5

(DKK 21.8bn)

Adj. EBITA margin

6.0-7.0%

(6.4%)

EBITA margin

4.0-5.0%

(4.3%)

Consolidated Group guidance reflects the
sum of the guidance for the three busi-
ness segments.

Guidance for Adjusted EBITA margin in-
cludes adjustments for integration costs of
around DKK 550m for the full year 2023.

Guidance for 2023 is subject to uncer-
tainty due to the global suppl y chain situ-
ation, potential recession and geopolitical
turmoil.

11
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Mining business

Cement business Non-Core Activities

Long-term financial targets

Following the acquisition of Mining Technologies (ex-TK) and reflecting our pure play strategies as well as the establishment of the Non -Core
Activities segment, we introduced our new long-term financial targets in connection with our Capital Markets Day on 18 January 2023.

Mining

Cement

Financial performance

Governance Financial statements

Capital structure

targets

13-15%
EBITA margin

for the FY2026

Based on our FY2023 guidance, we directionally expect
our organic Mining revenue growth (CAGR towards
FY2026) to be above market growth.

We expect this to be driven by our Products business grow-
ing in line with the market and our Service business grow-
ing above the market. We expect the mining market to
grow at 3-6% (CAGR).

The key drivers for achieving our Mining EBITA margin tar-
get for the FY2026 include synergy takeout and commer-
cial integration of Mining Technologies (ex-TK), simplifica-
tion of our operating model, de-risking, Service business
growth, improved Service and Products mix as well as
growth from our Products business.

FLSmidth s Annual Report 2022

~8%
EBITA margin

for the FY2026

Based on our FY2023 guidance, we directionally expect
our organic Cement revenue (CAGR towards FY2026) to
grow in line with GDP growth in the markets we are pre-
sent.

In the short to mid-term period we expect a negative im-
pact from recession on our Products revenue, while we ex-
pect our Service revenue to remain largely stable. In the
long-term, we expect both Products and Service revenue to
grow in line with GDP growth.

The key drivers for achieving our Cement EBITA margin
target for the FY2026 include simplification of our operat-
ing model, de-risking, Service business growth from in-
creased installed base penetration as well as improved
Service and Products mix.

<2X
Leverage (NIBD/EBITDA)

30-50%

Dividend pay-out ratio

Our capital allocation is focused on having a strong
balance sheet while allowing for g rowth investments and
value-adding M&A. Excess cash may be distributed either
via extraordinary dividends or share buyback programmes.

In addition, directional expectations for cash flow genera-
tion include:

Net working capital ratio to sales expected to increase to-
wards 15% for the FY2026 driven by Service business growtt
Expected annual CAPEX ratio to sales of 2-3% with invest-
ments mainly driven by green technologies and supply chain
investments

Effective tax rate expected to be reduced from business sim-
plification

=3

@

=3
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At a glance ® FLSmidth

FLSmidth Group in the world

Strategy and business model

Our approach to sustainability

Progress on MissionZero

Sustainable solutions for mining and cement
EU taxonomy
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Financial performance Governance's,

1882 10,977

Danish company employees using their unique
founded 140+ years ago knowledge and capabilities to
meet our customersE | z zy «
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FLSmidth

North America

Highlights Business Mining business Cement business Non-Core Activities Financial performance Governance Financial statements =

Group in the world

Europe, North Africa & (Russia)!

24% H37%

Share of revenue Reported
2021 22% revenue growth

South America

19« 30% 25«

Share of revenue Reported Share of employees
2021 8% revenue growth 2021 22%

1 7o

Share of employees
2021 %

Asia & Australia 2

18% SHu 12«

23% H,36%

Share of revenue Reported
2021 21% revenue growth

1)During 2022 we have exited Russia.

2) As of Q3 2022, the two regions, Asia and Australia, have been merged.
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Share of revenue Reported Share of employees
2021 21% revenue growth 2021 1%
2 O %
Share of employees
2021 20%
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Introduction Highlights

Strategy and

Transformation

FLSmidth is on a true transformation journeyfrom
an engineering-based company with a legacy in
large capital projects towards a technology com-
pany focused on service offerings. Our key pur-
pose is rooted in the much-needed green transi-
tion in the mining and cement industries and how
we at FLSmidth can support this

Business Mining business

Cement business

Non-Core Activities Financial performance

business model

Pure play approach

To maximise our potential and value creation for
all our stakeholders, we are pursuing a pure play
approach for Mining and Cement. This approach
has been chosen given limited synergies, low
overlap in customer base and product offerings as
well as different industry dynamics between the
two segments.

Board of Directors

Business areas

The core drivers of our transformation are sustain-
ability, innovation, simplification, de-risking, trans-
parency, performance, speed, walking-the-talk
and living our company values.

The foundation on which we embark on this trans-
formation journey is solid and anchored in our
unique competitive edge including our long -stand-
ing deep industry know-how, trust and expertise,
our highly skilled employees, our large installed
base, sustainability and technology innovation fo-
cus and world-class offerings across the full flow-
sheet and across all key commodities.
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Cement

Non-Core
Activities
(NCA)

The benefits are clear, as the pure play approach
caters for increased independence, enhanced op-
erating flexibility, independent decision -making,
stronger accountability, clearer cost allocation as
well as clearer roles and responsibilities. Both
segments have dedicated and separated execu-
tive management teams and combined support
functions.

In addition, a separate Non-Core Activities seg-
ment was established as of Q4 2022. The Non-
Core Activities segment comprises products and
activities that are no longer deemed to be of core

strategic importance to FLSmidth. This segment
will be fully exited over the next three years.

Read more about Non-Core Activities on page 34.

To further improve transparency, accountability
and our financial performance, we have estab-
lished a Business Line structure and global P&L
management to drive accountability and improved
performance. Simultaneously, our operating
model and global footprint are being simplified
and optimised to better reflect our business envi-
ronment and our long-term growth opportunities.

We have a relatively asset-light business model
and continue to focus on streamlining our set-up.
While localising our service footprint, we continue
to pursue a strategy of consolidating our supply
chain and execution centres as well as product
lines to ensure the leanest possible organisation
and high speed of delivery.

During 2022 we started a full review of all types

of footprint, such as locations and legal entities in-
cluding those acquired through the acquisition of
the former Mining Technologies (ex-TK) business,
with the purpose of streamlining our setup and op-
erations. This enables us to maintain closer prox-
imity to our customers and serve them faster and
better.

During 2023 this work will continue leading to in-
creased business simplification and leaner opera-
tions across the company as we reduce complex-
ity, organisational layers and structures.

Continued high focus on profitability and a de -
risked approach is crucial for our transformation
journey. With less greenfield mining and fewer

Governance Financial statements =

new cement plants being built, our overall strate-
gic focus in Mining and Cement is shifting towards
a service-led business. We pursue fewer large,
complex orders and target more high margin ser-
vice offerings.

We prioritise innovation and R&D that supports our
sustainability agenda and service-focused ambi-
tions, while exiting non-sustainable business and
de-risking our operations and portfolio exposure.

Lifecycle profit approach

We manage our business focusing on profitability
to be able to create value for all our stakeholders.
While Capital provides us with a large installed
base for our Service business as well as key ex-
pertise to deliver productivity improvements to our
customers, we remain selective when taking on
projects to ensure that terms and conditions sup-
port our profitability targets. We consider the
lifecycle profitability of the decisions and con-
tracts we engage in and we have set guidelines
for profitability levels for both the Service and the
Capital business as well as the combined offer-
ings over a lifecycle.

Values

To enable our company transformation and exe-
cution of our strategies, a revised set of company
values has been defined. Our values Trust, Em-
powerment, Accountability, Collaboration and
Honesty provide the basis for strong engagement
internally as well as with our customers, business
partners, suppliers, shareholders, and other stake-
holders in the communities in which we live and
operate.
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TRUST

We are trustworthy
and believe others

are as well

People & Engagement

People are at the centre of FLSmidth. To deliver
on our strategies and to help lead the green tran-
sition within the mining and cement industries, we
need talented colleagues who share the FLSmidth
values and ambitions going forward.

As we operate a global business with more than
100 nationalities, finding the right people, devel-
oping them, and retaining them is key to FLS-

¥ y-a~E« {---22z equalityxanckine M

clusion are therefore important elements in our
continuous hunt for innovation and operational ex-
cellence across the company.

We have a strong focus on our global employer
branding, in-house talent development and the
well-being of our employees. In 2022, we made
significant progress in personal and performance
development for all employees, supported by suc-
cession planning and significant training of
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EMPOWERMENT

necessary autonomy
to drive results

Business Mining business

Cement business

Non-Core Activities Financial performance Governance Financial statements =

Our company values

We have the

OAD

employees. We continue to conduct monthly well-
being and engagement surveys globally to o btain
dynamic feedback.

During the year we have also invested in reducing
our gender pay gap across the organisation and
made good progress in providing living wages.
Many parameters are considered as we focus on
ensuring that our organisation is diverse in terms
of gender, background, education, nationalities,
ptc. fllznanagers and employees have a role in
creating a diverse and inclusive organisation.

ACCOUNTABILITY

We take ownership
to get it done

COLLABORATION HONESTY

We are transparent
and act with good

We proactively
work together to

achieve success intent

0
CZ

So

Our formula for success is simple: We must
prioritise our efforts on our core business,
reduce risk and execute with excellence. In
addition, we know that behind any winning
team, there must be a strong culture of
leadership, accountability and trust.

Mikko Keto, Group CEO
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Business Mining business Cement business

Our approach to sust ainabillity

Sustainability is a core component of our com-
pany strategies. As a technology leader in the
mining and cement industries, we consider it our
responsibility to be a key sustainability partner for
our stakeholders, driving sustainable business
practices across the industry value chains. Our
approach focuses on the two main areas where
we currently have the greatest impact: the
sustainability performance of our customers and
our own operations.

Helping our customers become more
sustainable

The impact of mining and cement on global
greenhouse gas (GHG) emissions provides
significant business opportunities. Through our
research and development-based sustainability
programme, MissionZero, we help our customers
accelerate towards more sustainable operations,
reduce their environmental footprint and benefit
from the green transition and global infrastructure
development. MissionZero also encompasses
digital solutions, a key enabler in improving
operational efficiency, and the adoption of
product stewardship principles. We support the
long-term phasing-out of coal. We are not entering
into new, greenfield coal -related projects, and we
will end our involvement in coal mining by 2030.

Conducting business responsibly
Through our environment, social and governance
(ESG) efforts, we address the impact of our own
operations, and those of our suppliers, across the
value chain. We set measurable targets and corre-
sponding actions related to material issues. These
include: Addressing our scope 1, 2 and 3 GHG
emissions in accordance with the Science Based
Targets initiative; creating a safe, diverse and
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inclusive workplace for our people; establishing
clear standards for our suppliers; and establishing
clear standards within compliance and human
rights ®for our own business and our suppliers.

To embed sustainability in our business, we con-
tinue to work towards increased accountability
and improved governance. Key performance indi-
cators (KPIs) related to MissionZero and ESG are
cascaded throughout the organisation. This is sup-
ported by increasing efforts to engage employees
in all functions, business lines and regions in our
sustainability activities.

Materiality and strategy

Through our materiality assessment, conducted

most recently in 2021, and discussions with stake-

holders, we align and prioritise the areas consid-

ered most material. We aim to update our materi-

UE -+ U««zZ««¥z] = i 0-01 '
Corporate Sustainability Reporting Directive

(CSRD). This will include assessing the materiality

of biodiversity and circularity, which are of in-

creasing importance to society and our industries.

We will continue to adopt a more integrated,

holistic, life cycle perspective on the products and
technologies we deliver to our customers. This

involves addressing all relevant impacts across

-~z ®uf-z x~u |0 P XE-y 1}
standards. We are starting this process in 2023

and expect to realise the full benefits over the

coming years.

Financial statements =

Governance

Non-Core Activities Financial performance

Data-driven
life cycle offerings
« Digitally optimised
/ solutions
Q » Customer ,6 'Q
partnerships D 4
Customer Product

stewardship
= Product safety

sustainability solutions
= R&D solutions

‘s\gsionzero

= Future flowsheet = Recycling
= Sourcing standards 'g
=
]
Sustainability 3
Q
Q 3
p [=]
3 N
Environmental Governance
performance « Compliance
= Energy and emissions » Human rights

£ | « Water 6090 « Supply chain
! = Waste Gvr ]/E
I
Social responsibility
= Health and safety
= Diversity and inclusion
= Training and development
A
o,
Dg
§-2a «w-""E£ z@«E "m

Through our MissionZero programme, we support the sustainability performance of
our customers. Our ESG irtiatives guide us in conducting responsible business.
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Business Mining business

Progress on MissionZero

Mining and cement operations have a significant
impact on the environment ®together contributing
approximately 10% of global CO; emissions ®and
the use of our products by our customers gener-
ates around 99% of greenhouse gas (GHG) emis-
sions from our entire value chain. With our Mis-
sionZero programme, we aim to enable zero
emissions in mining and cement, and our Mission-
Zero Mine and Green Cemert Plant concepts ar-
ticulate our vision for how to achieve sustainable
mining operations and cement production (see
next page).

Reducing economic intensity

We have aligned our business targets with the
most ambitious scenario of the 2015 Paris Agree-
ment, which aimsto keep global warming below
1.5°C. This means setting validated scienceébased
targets to reduce GHG emissions across scope 1,
2 and 3. Downstream scope 3 emissions are ad-
dressed through our economic intensity target,
which links our business growth with more energy-
efficient, less CO;-intensive products.

According to the Greenhouse Gas Protocol, entire
lifetime emissions related to equipment sold to our
customers must be accounted for in the year in
which the order intake is registered. Economic in-
tensity represents the annual lifetime emissions of
the products sold as a function of order intake.

In 2022, our economic intensity decreased by 50%
compared with our 2019 baseline. This is significant
given our science-based target of a 56% reduction
by 2030. A key contributing factor was the large
decrease in sales of heavy CO.-emitting products in
the Cement business.In addition, we saw an in-
crease in revenue from MissionZero flagship prod-
ucts, which are more energy-efficient and less CO»-
intensive, also translating into a higher taxonomy -
eligible revenue percentage.

While we are pleased with this progress, it reflects
the volatility of our current economic intensity
measurement. This is caused by a highly diverse
product portfolio, where there is significant varia-
tion in energy consumption and product lifetimes.
For example, some of our cement industry

Mission @ Towards zero emissions by 2030

In 2022, we saw more progress towards our
MissionZero ambition, including:

y A thickener upgrade at an Australian gold
mine reduced water discharged to the tail-
ings dam by 11% and allowed a 9%n-
crease in plant capacity

FLSmidth s Annual Report 2022

s A new order for a clay calcination
instaE£u- 8| u- \[c = ~uj
production facility is expected to cut CO>
emissions by up to 20%

g A new thickener system at a copper mine in
Kazakhstan has reduced water to the tailings
{ux £ -+ wx 044 wujy
ings dam stability

Cement business

Non-Core Activities Financial performance

products have a high impact due to their COz in-
tensiveness and long lifetime. Volatility is likely to
continue in the short term, but we expect it to be
lower in the medium to long term. We plan to in-
troduce additional metrics to provide a wider,
more nuanced picture of our progress. This in-
cludes an annualised emissions metric that re-
duces the impact of the lifetime factor enabling
comparisons on an annual basis. This will provide
additional insight to ensure we sell more Mission-
Zero-related products. In 2021, we introduced
sales targets to incentivise sales teams to sell sus-
tainable products. Four out of five regions met
their target to increase sustainability -linked sales.

Innovation and partnerships

Our research and development (R&D) efforts are
central to our ability to meet our economic inten-
sity target. In 2022, our sustainability -linked R&D
spend accounted for 56% of our total R&D budget
®dreflecting our R&D activities related to solutions
for water, energy and CO. improvements. Key in-
novations released include the Alumina Gas Sus-
pension Calciner and the Indirect Cooler for lith-
ium processing.

Technical partnerships with customers, universi-
ties and other organisations are essential to our
MissionZero programme, enabling us to acceler-
ate innovation and go-to-market. In 2022, we
launched the CO2Valorize consortium, which aims
to develop carbonation technologies, and the
ECoClay consortium, which will develop the elec-
trical activation of clay. Through the FlotSim col-
laboration, we stepped up research into improving
flotation recovery rates in mining.

Governance Financial statements =

Scope 3: Economic intensity (use of
sold products )
tCO2e/DKKm (order intake)

5,310

H49% improvement
2030 target 56% reduction from 2019*

2021 10,348

*Baseline year

R&D spend

56%

of our R&D spendis dedicated to sustainability

Supported Sustainable Develop-
ment Goals

CLEAN WATER
AND SANITATION

AFFORDABLE AND
CLEAN ENERGY

aiy
-

&

-~

12 RESPONSIBLE
CONSUMPTION
AND PRODUCTION

13 v

QO &

12.2,12.4,125 13.2
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Sustainable s olutions for mining and cement

Technology is the cornerstone of our MissionZero ambition to enable zero
emissions in Mining and Cement. Our MissionZero Mine and Green Cement
Plant concepts articulate our technology vision for 2030.
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MissionZero Mine

We want to help miners produce more with less resource use and to create a smaller
footprint. Our vision of the mine of the future is captured in the MissionZero Mine,which
illustrates how we can support miners with innovative technologies and digital solutions.

The MissionZero Mine brings our MissionZero ambition to life, exploring how we can al-
ready help customers to reduce their environmental impact and operating c osts, as well
as looking ahead to future technologies that can be industry game changers.

Find out more at
MissionZero Mine

FLSmidth s Annual Report 2022

Green Cement Plant

We want to help cement plant operators reduce their carbon footprint and increase
productivity. Our Green Cement Plant concept enables this, bringing together the solu-
tions needed to enable zero-emission cement production by 2030.

It guides our work in the coming decade ®both in terms of where we will focus our inno-
vation efforts and in terms of creating partnerships with our customers, technology spe-
cialists and others who can drive the change to more sustainable operations.

Find out more at
Green Cement Plant
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EU taxonomy

Business Mining business

The EU taxonomy framework is part of the European Green Deal

u,y «z2a@®z« U« U
climate goals for 2030.

The EU taxonomy represents a new opportunity
for us to demonstrate how we support our custom-
ers in reducing their greenhouse gas (GHG) foot-
prints, while detailing the environmental perfor-
mance of our MissionZero portfolio.

The EU taxonomy targets six environmental
objectives:

1. Climate change mitigation

Climate change adaptation

3. Sustainable use and protection
of water and marine resources

4.  Transition to a circular economy

Pollution prevention and control

6. Protection and restoration of
biodiversity and ecosystems

N

o

Only the first two are in scope for mandatory re-
porting and reflected in 2022 reporting.

Measuring eligibility (in scope)

In 2021, we disclosed our eligible KPIs for the first
time. Eligibility is not a measure of sustainability
performance, but the initial identification process
§{ w-« | zZ«« uUx- ® = zZ«
climate transition. In 2022, the disclosure require-
ments were expanded to include alignment under
the EU taxonomy framework.

Measuring alignment (screened)

Eligible activities captured under the three KPIs of
revenue’, CAPEX and OPEX need to pass screen-
ing criteria to be considered sustainable. This de-
fines alignment in the EU taxonomy. The

FLSmidth s Annual Report 2022
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screenings for alignment included proving sub-
stantial contribution to one of the two environmen-
tal objectives in scope; doing no significant harm
(DNSH) to the remaining five objectives; and meet-
ing minimum safeguards.

The FLSmidth CrossBar® Cooler is our first EU
taxonomy-aligned product. The product was
screened for substantial contribution through a
third-party -approved life cycle assessment (LCA).
We assessed the product and the relevant manu-
facturing sites against the DNSH criteria. We have
taken a risk-based approach, meaning that we
have focused on identifying any significant risk
within climate adaptation, water, circular econ-
omy, pollution prevention and biodiversity.

Furthermore, we have assessed our compliance at
company level with the minimum safeguards as
defined by the EU Taxonomy Regulation to ensure
that we follow requirements. We have found that
we are in compliance with these requirements.
However, we do acknowledge that we will need to
continue to improve our efforts to ensure that we
continue to align with the requirements.

~U- X8-£fy «-""838 45 S~7
Overall, we have found that we follow the EU Tax-
onomy Regulation criteria, and thus can report
taxonomy-aligned revenue, CAPEX and OPEX

1) We use the term revenue irstead of turnover to align with the terminology in
our financial reporting.

2) Total eligible revenue, OPEXand\ Zj "r 2z " 38 z«z| - wW§-~
uly BN"E } -wEz} uz wBMS|

Cement business

NoE«

Non-Core Activities

Progress in 2022

Total eligible ? revenue increased
from 16.2% to 25.6% in 2022.
Growth was driven by increased
sales of our eligible product port-
folio and by additional produ cts
and technologies becoming cate-
gorised as eligible during 2022.
This also includes products and
technologies from our acquisition
of Mining Technologies (exTK).

Aligned revenue for 2022, repre-
senting the revenue generated by
the Cross-Bar Cooler, was 1.4% of
total revenue and is reported un-
der Economic Activity 3.6 Manu-
facture of other low carbon tech-
nologies.

The total eligible OPEX increased
from 17.5% to 25.0% for the year.
EU taxonomy-eligible OPEX re-
flects the direct costs related to
the production of our eligible
products, including expensed
R&D activities.

Financial performance

The total eligible CAPEX in-
creased from 23.5% to 61.8% for
the year. This was driven by our
commitment to ensure that a sig-
nificant portion of our R&D activi-
ties was focused on our Mission-
Zero portfolio. The increase in our
total eligible CAPEX also reflects
+zZU? E« -27zu
buildings CAPEX, including capi-
talised leases, under Economic
Activity 7.7 Acquisition and owner-
ship of buildings, under Climate
change mitigation.

= = «

EU taxonomy-aligned CAPEX and
OPEX were 0.1% and 1.0% respec-
tively. Aligned CAPEX and OPEX
are driven by our activities sup-
porting the production of the
Cross-Bar Cooler, including R&D
spend. A small portion of aligned
CAPEX was allocated to Eco-
nomic Activity 7.3 Installation,
maintenance and repair of energy
efficiency equipment.

Eligibility and alignment 2022

Revenue

1.4%
' 24.2%

74.4%

m Eligible and aligned
Eligible and non-aligned
Non-eligible

OPEX

1.0%
' 24.0%

75.0%

Governance

Financial statements =

This relates to installation of en-
ergy-efficient windows at a site in
Italy.

Looking ahead, based on the cur-
rent EU taxonomy framework, we
expect our aligned KPIs to im-
prove. This will be driven by a for-

_, ward-looking strategy on LCAs on
our core MissionZero products
and organic growth in the portfo-
lio as demand for sustainable so-
lutions in both mining and cement
grows.

Economic activities

The EU has defined a list of
economic activities (pur-
chase/sale of goods and/or
services) that are enablers
for the green transition.
These are economic activi-
ties that could contribute to
the environmental objec-
tives.

See our Sustainability
Report for more information
about our EU taxonomy

reporting

CAPEX

0.1%

61.7%

38.2%
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At a glance @

FLSmidth Mining 16-17bn

revenuet

~60/40

Service vs. Capital revenue split

~50%

exposure to minerals critical
to the green transition?

Our purpose is

B ) Y U«
~ 8 2 fapdBur mission is

Byz£f ®z?23 |} «8E-
~8§¥8§22a8§ E« ¥ | zB

7,126

employees?

Based on FY2023 guidance
2Based on order intake FY 2022
SAt FY 2022
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FLSmidth Mining in the world

Europe, North Africa & (Russia)!

16% H35°/C

North America

23% A2%

Share of revenue Reported Share of revenue Reported
2021 21% revenue growth 2021 5% revenue growth
APAC?
19 % Hl ; Ot
. Share of revenue Reported
South America 2021 21% revenue growth

30% H,43%

Share of revenue Reported
2021 27% revenue growth

1)During 2022 we have exited Russia.
2) As of Q3 2022, the two regions, Asia and Australia, have been merged.
Note: FLSmidth Mining in the world comprises the Mining segment including Mining Technologies (exTK) excluding the NonCore Activities segment.
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Business Mining business

Market outlook and trends

Despite ongoing global
macroeconomic and geopolitical
turmoil, the long-term demand for
minerals essential to economic
growth and a sustainable future
remains resilient. Changing
commodity prices, supply chain
constraints, inflation and the
threat of a global recession were
key drivers of concern and
uncertainty for the mining
industry in 2022. Opportunities
arose due to the constant and
growing demands emerging from
the energy transition, and these
are expected to continue.

FLSmidth s Annual Report 2022

The uncertainty caused by inflation and the risk of
recession have slowed down exploration projects,
reduced the budget for advanced greenfields and
shifted a focus on low-risk projects during the first
half of 2022. In the last quarter of 2022, there has
been a recovery in progression of activity related
to copper, lithium, gold, and phosphates. In our
South American region, some orders were post-
poned to 2023 due to political instability in Peru
and Brazil, and the uncertainty about the outcome
of the constitution and mining profit taxes review
in Chile. Opportunities remain strong in copper,
gold and lithium in all regions, as well as iron ore
in India and Asia.

The acceleration of decarbonisation efforts and
energy transition drive the increase in the demand
for green metals and industrial commodities glob-
ally . ESG requirements and future demandfor
commodities such as lithium and copper are the
drivers of the capital business and require us to
adapt the project planning and execution activi-
ties to the changing environment. Miners are

Cement business

Non-Core Activities Financial performance

Governance Financial statements =

Capex trend in mining

rethinking their business models to gain competi-

tive advantage and ESGis becoming an inte-

grated part of the miningc8 ¥ " u | z «iEs. « =2
This creates multiple opportunities for water man- 100
agement, decarbonisation and productivity solu-
tions in the mining sector. .
Disruption in supply chain caused by COVID-19,

\ ~ | u EGOVD-1i9pdicy and geopolitic al tur-
moil have established a need for transforming the
supply strategy into stronger partnerships and
collaboration with our customers and suppliers.
This has created a stronger momentum for the
digitalisation and life-cycle services, as an im-
portant component of the supply chain risk mitiga-
tion.

Despite the challenges caused by long er lead
time and increasing energy costs in Europe, the
commodity pricesEelevation and supply and logis-
tics price stabilisation have kept the service busi-
ness at a healthy level across all regions during
2022.

UsDbn

Source: Bloomberg, FLSmidth estimates

Global copper consumption
Million tonnes

Source: Bloomberg, FLSmidth estimates
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Transform ation

Our path forward focuses on restructuring our Min-
ing organisation to create the basis for strong per-
formance and delivering consistent value creation
through a core business and service focus. Re-
structuring our Mining organisation has been a
key focus during 2022 with the establishment of a
Business Line structure and global P&L manage-
ment, integration of Mining Technologies (ex-TK),
review of our product portfolio and footprint as
well as the pure play approach. Based on this

_ f m¥ sWwinirgBtrategyE purpose, mission and
focus areas have been revised accordingly .

COREE 0 4

Our newly launched Mining strategy, named
CORE’26 is centered around a core strategic

Business Mining business

+

2\ 1|

focus on expanding the share of services and
standardised products relative to the share of pro-
jects, while simultaneously de-risking the project
portfolio. This focus will help us obtain a more
profitable business mix and a less cyclical busi-
ness with a lower level of risk.

Purpose

i -2 I 4 « g | 1}
Mining is crucial to the global green transition and
the future demands from the growing middle-class
population worldwide. It is both an opportunity
and a responsibility and we at FLSmidth have a
unique position to be able to lead this journey.

The road to net-zero emissions requires an ex-
traordinary increase in the supply of minerals

Mining for a sustainable world

Sustainability
Building a better future for our
employees, society and the planet

Delivering
solutions for

tomorrow's mine

[rom—

Technology
The complete provider, for,
process and product technology

Mission @

£ Performance
Accelerating, profitability through
core businesses, simplification and balanced risk

Trust | Empowerment | Accountability | Collaboration | Honesty

FLSmidth s Annual Report 2022

Cement business

Non-Core Activities

"EO4X

essential to the green transition, including copper,
lithium, nickel, and cobalt.

Mission

Our mission, which we strive to execute on every
day, « FTyz£ ®z?2 !} «8§E£- =
We will continue to leverage our ability to inno-
vate, improve and produce world class offerings

Zero focus. This will benefit our customers, drive
motivation and competencies amongst our em-
ployees.

Focus areas

We have built our\ i | » Btéategy around four
focus areas: Sustainability, Technology, Service
and Performance. These focus areas are further
detailed into concrete strategic initiatives, which
are linked to goal s that are cascaded through the
organisation. This way we ensure alignment be-
tween our strategic ambitions from the top to the
operational execution, thereby strengthening our
ability to deliver on our targets across our busi-
ness ® collectively we strive towards the same
goals.

Sustainability
Building a better future for our employees, society
and the planet

As a key sustainability partner for our customers,
we can drive significant progress across the indus-
try value chains. Sustainability at FLSmidth has
two primary dimensions.

Firstly, through our customer-centric, R&Dbased
sustainability programme, MissionZero, we help
our customers accelerate towards more

Financial performance

u

gctossuhe tlt flawsheet in ling/ Rith our Mssigny E M
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sustainable operations. We want them to benefit
from the substantial opportunities within the green
transition and global infrastructure development,
while also significantly reducing their environmen-
tal footprint.

l« {82 - 8§¥8§22a8g E« ¥ |
Secondly, we address the impact of our own oper-
ations, and those of our suppliers, across the
value chain. We set relevant targets and corre-
sponding actions related to material issues which
include addressing our scope 1, 2 and 3 emissions
in accordance with the Science Based Targets ini-
tiative, committing to product stewardship, creat-
ing a safe, diverse workplace for our people, and
establishing clear standards for our suppliers.

Read more about Sustainability and MissionZero
on page 1819and in our Sustainability Report
2022.

Technology
The complete provider for process and product
technology

As a technology leader, we are in a unique posi-
tion to enable our customers to move towards
mining for a sustainable world.

As we shift from being an engineering company to
a technology leader, FLSmidth is uniquely posi-

§lzy -8 «-""82- §-2
tainability, and financial ambitions. Our technol-
ogy focus include testing, process expertise and
developing products that meet our customersg
needs to make it possible to increase output, re-
duce water usage along with reduced energy con-
sumption.
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Powering our future as the leading partner for full overall performance and growth. By investing in

flowsheet sustainable solutions, is an organisa- our people and technologies, we will reali se the .
tional culture and business model that fosters so- {-££ " 8-z} - Uuf 8{ _fm¥ y .
lution-oriented innovation. technology leader.

Service Innovation & digitalisation

Global partner for life -cycle performance and sus- Our efforts in innovation and digitalisation are im-

tainability portant to deliver on our mining strategy . Greater

scarcity of resources such as energy, water and
Service is at the heart of our business® - E « - ~raw materials leads to more complex and costly

main driver of our profitability and the key to cus- operations that challenges the performance of our
tomer productivity. Service plays a key role in customers. This calls for high-end technical solu-
fm¥ y-~E« {---22z «- XX 2z « tioNs, whiehds wheralFvSmidth has a laaflifig§osi
maintain a healthy business despite the cyclical tion and a competitive edge.
nature of the industry. This makes it possible to
spend more on R&D, acquire new technologies Our strong digital capabilities are founded on our
and invest in our people. extensive experience in digitalising the full flow-
sheet. Thispositions us as a market leader in ana-
A focus on service also greatly benefits our cus- lysing and understanding performance data. An
tomers. We continuously deliver quantifiable increasing share of our products and solutions of-
value over the lifecycle of a mine that advances fered to our customers are becoming artificially in-
X-«-8¥7228«E «-«=u | uw £ - telligentand selirlearning. Qustomérs argieas- - = : ¢
their bottom lines. ingly focused on improving productivity and their - = . " Z- BE
returns, while reducing their environmental foot- ’ X ’ =
qzE2z u £zuyz? significant in- | print@ndhigherteturs: U B a2 e - : S i
stalled base across the world. When we take full ¢ ey 2 : . il
advantage, we drive customer satisfaction and Digitalisation offers huge potential and has be-
loyalty to make FLSmidth a stronger company. come a natural and integral part of our product
portfolio. The benefits to our customers are clear:
Performance increased productivity through optimisation, more
Accelerating profitability through core businesses,  reliable operations, increased up-time as well as
simplification and balanced risk proactive, predictive, and increasingly prescriptive

maintenance.
Performance helps us measure financials, safe-

guard our business and mitigate risks. When we While we already offer many flagship MissionZero

are more focused on our core business, prioritsing ~ solutions that provide increased productivity while

value over volume, and reducing our exposure to reducing environmental impact, we will not be

risk and market volatility, we are a healthier and successful in pursuing our purpose unless wecon-

more valuable company. tinue to develop more innovative technologies. In
2022, we have launched several new innovations

The successful execution of the initiatives identi- ®both in-house and through the collaboration

fied within the Service, Technology and Sustaina-  With partners and customers ®including the Per-

bility focus areas ultimately contribute to our formancelQ for digital services.
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Service vs. Capital revenue split

+50%

presence at all cement plants
across the world
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FLSMidth Cement in the world

Americas!?

Financial statements

Europe, North Africa & (Russia)?

264

Share of revenue
2021 23%

34% H9°/0

Share of revenue Reported
2021 34% revenue growth

1)As of Q3 2022, the two regions, North America and South America, have been merged.
2)During 2022 we have exited Russia.
3) As of Q3 2022, the two regions, Asia and Australia, have been merged.

FLSmidth s Annual Report 2022
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Reported
revenue growth
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Business Mining business

Market outlook and trends

During 2022, the cement industry
has, like most other industries
been navigating in a market with
macroeconomic and geopolitical
uncertainties. The volatile energy
prices and inflation pressure
have created a push for
increased focus on productivity
and we have experienced a
continued focus on sustainability
solutions.

In 2022, we have seen continued positive trends

in the Americas especially in the US where an in-
creased focus on OPEX optimsation has created

a higher demand for our products and services.
Furthermore, the cement producers in the US have
evaluated steps needed to capture opportunities

from the infrastructure packages. In addition, the
Bc| {£u- 8§
focus on the green transition and we are in close
dialogue with our key customers on how to jointly
drive the next steps towards the green transition in
the cement market.

Also in 2022, the Asian market recovered from the
pandemic lockdowns that affected the market in
2021 and we have seen positive serviceactivity
throughout the year. In the capital business mar-
ket, in particular China has been one of the key
markets focusing on modernisation of existing
plants with new products. Furthermore, there has
been a continued focus on conversion to alterna-
tive fuel solutions in Asia during the year. How-
ever, the transition to these solutions is moving
forward at different paces country by country.

The ongoing war in Ukraine, inflation and increas-
ing interest rates have impacted the business cli-
mate in Europe. Customers have put large

Cement business

has greated-an ifcreasgdx -

Non-Core Activities Financial performance

investments and upgrades on stand-by and we
Bave experienced a slowdown in decision-making
processes. However, the current situation has also
opened up for increased dialogues on sustainabil-
ity solutions.

Overall, our Service showed strong performance
throughout the year. In some countries, we have
however started to see the first cases of budget
constraints imposed to counter the increasing en-
ergy costs. For the Capital business the pipeline
continued to be healthy but actual decision -mak-
ing is slowing down caused by uncertainty around
the global economy. During the quarters of 2022
there has been an accelerated shift in focus from
capacity to sustainability ® mainly driven by a
concern around energy volatility ®especially sys-
tems supporting fuel substitution.

FLSmidth s Annual Report 2022

Governance Financial statements =

Capex trend in cement
USDbn

15

12

Source: Bloomberg, FLSmidth estimates

Global cement consumption
Billion tonnes

Source: Bloomberg, FLSmidth estimates

31



Introduction Highlights
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Cement business

Non-Core Activities

Strategy (GREENE 0 4 X businegs model

Transformation

\'z¥z) -E« " z2{83¥u| xz
unsatisfactory as a result of lack of clear focus, a
too large risk profile and a too heavy globa | foot-
print and complex organisational setup. With the
cement industry being one of the highest emitting
industries in the world, we have a significant po-
tential to reduce this. However, to be able to suc-
cessfully do so, we first needed to transform our
Cement business towards a pure play rooted on
service-centricity and sustainable profitability.

The green transition has to happen within the ce-
ment industry, and FLSmidth Cement has em-
barked on a journey to become the preferred and
leading service provider for green cement.

We will do this by providing world -class services
and innovations that help our customers reduce
their carbon footprint and increase their productiv-
ity. Our goal is, together with our customers, to
achieve economic and environmental success.

Operating model
transition

laty

FLSmidth s Annual Report 2022
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is rooted in three focus areas: Implementation of a
revised operating model, increased focus on the
service business model and accelerated green fo-
cus with the clear target of decreasing the 7% of
global CO2 emissions currently coming from the
cement industry.

In addition, we are implementing a completely
new execution model to improve profitability, re-
duce earnings volatility and risks ® making us
more resilient even in a challenging macroeco-
nomic environment.

Operating model transition

During 2022 we have changed our operating
model and going forward the focus will mainly be
on the Service business. Service is both more prof-
itable and associated with less risk than capital .
This is also morereflective of the current cement

market, where limited new capacity is being built.

bExXEE LMz UXaZWzgh? U In pdditipn, we, have yestrugtured theCgment or-

ganisation and our footprint to become simpler
and reduce earnings volatility and risks.

As part of this, the Cement busiress is now better
positioned for fully implementing a pure play
setup, which allows the Cement organisation to fo-
cus on the core business opportunities and to take
more control over the cost base as well as to de-
velop strategies and do investments for growth.

Service business model

transition

We are present at more than 50% of all cement
plants in the world and we have a detailed under-
standing of our customers which allows us to drive
the growth in the right places.

Short term, we will drive proactive sales with our
core customers and build close performance part-
nerships plant-by-plant. We will increase our

Green
transition

Financial performance

Governance Financial statements =

share of wallet with existing customers, close the
white-spots and further penetrate the 3rd party in-
stalled base.

Going forward, we will help our customers transi-
tion their installed base to carbon neutral solu-
tions. We have deep insights on the technical
setup and performance plant-by-plant which will
be leveraged to drive the green transition.

Green transition

Cement is among the highest emitting industries in
the world accounting for ~7% of global CO; emis-
sions. We have an obligation to fight the high
share of emissions related to the cement industry.

The future of the cement industry is green. We
have the products and technology available to
make the industry carbon neutral by 2030 and we
also have the distribution network to facilitate the
transition. A growing green technology market is
driven by a need for productivity and cost effi-
ciency improvements as well as regulatory re-
quirements and demands for green cement.

The technology and products to decarbonise are
to ~60% already available, all being c ost neutral
for the cement producers. The remaining 40% can
be captured. Our focus is to provide selected
green technologies and end-to-end flowsheet de-
sign where we will be cooperating with carbon -
capture experts.

32
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Business Mining business

Strategic rationale,
decision criteria and exit strategy

Following the recent acquisition of Mining Technologies (ex-TK), FLSmidth initiated a planned strategic review of the combined FLSmidth and
Mining Technologies (ex-TK) product portfolio. As a result of the review, a strategic change was announced to enhance long-term profitability
and to accelerate growth in the core Mining business. This change includes the decision to divest or wind-down non-core and unprofitable

mining activities.

Strategic portfolio review

The review intended to assess all combined min-
ing activities and products from a strategic, finan-
cial and sustainability perspective against FLS-
¥ y - ~ Eterm &trBtégic direction and
ambitions.

As a result of the strategic review, it was decided
to split the Mining business into two separate seg-
ments for operational and reporting purposes:

1. acontinuing Mining segment focused on prof-
itability, growth and sustainability

2. anew Non-Core Activities segment, where
activities will be fully exited either by way of
divestment or wind down of the order back-
log

The new segment split will ensure sharpened stra-
tegic focus and stronger execution of the continu-
ing Mining activities that are key to accelerating
long-term profitability and growth for FLSmidth. At
the same time, dedicated focus and resources will
be allocated to the Non -Core Activities to ensure
transparency and effective execution of the di-
vestment or wind-down and to minimise losses
from these activities.

FLSmidth s Annual Report 2022

Non-Core Activities segment

The Non-Core Activities segment comprises prod-
ucts that are no longer deemed to be of core stra-
tegic importance to FLSmidthand are to a great
extent loss-making mining activities.

The selection criteria for these activities and prod-
uct types have been that either they;

1. are nolonger deemed to be of core strategic
importance to FLSmidth

2. offer limited or no aftermarket potential

3. are unprofitable with no viable commercial
model for FLSmidthto turn these around

4. are characterised by high execution risks, are
highly engineered and/or lack standardisation

5. do not contribute to FLSmidth's sustainability
agenda

Consequently, FLSmidth will either divest or wind-
down the following activities and products:

@

All legacy FLSmidth and former Mining Technol-
ogies (ex-TK) brands: Port Systems, Stockyard
equipment, Standard-sized bucket wheel exca-
vators and pipe conveyors

Legacy FLSmidth Mining brands: Continuous
Surface Mining equipment and Mine & Overland
Conveyors

Former Mining Technologies (ex-TK) activities: Oil
extraction technology and aggregate products

=4

«

Cement business

Non-Core Activities Financial performance

Existing contracts and ongoing activities in the or-
der backlog will be executed and honoured, if not
divested. With limited exceptions, FLSmidth will
not take new orders for the Non-Core Activities
segment.

A designated organisational structure has been
established to oversee the Non-Core Activities
segment, with the Head of the segment reporting
directly to the Group CFO. Around 600 employ-
ees are currently working with or supporting the
Non-Core Activities segment.

The Non-Core Activities segment comprises of an
order backlog of around DKK 2.9bn as of end Q4
2022, of which approximately 50% originates from
FLSmidth and50% from the formerMining Tech-
nologies (ex-TK). The vast majority of the order
backlog relates to Capital orders.

The Non-Core Activities order backlog is expected
to be divested or wound down within the next
three years with an expected total EBITA loss over
the period of around DKK 0.8bn. The estimate is
based on historical performance and costs associ-
ated with the winddown or divestment decision.
This estimate is subject to uncertainty due to the
nature of winding the business down and may
change depending on which parts of the business
are divested.

Governance Financial statements =

The segmentation reflects the internal reporting
and management structure applied. In line with
the internal reporting, the Non-Core Activities seg-
ment is reported prospectively from 1 October
2022. The segmentation is based on the identifi-
cation of effective contracts on 1 Ocbber 2022
that relate to Non-Core Activities through a thor-
ough contract-by-contract review by Manage-
ment. It would be an extensive exercise to make
this identification for contracts existing in prior pe-
riods. Further, the allocation of net profit between
Mining and Non-Core Activities before the new
segmentation was internally implemented would
be subject to significant estimates and allocations.
On that background, it is impractical to restate the
Mining segment in prior periods to reflect the split
of the activities between Mining and Non-Core Ac-
tivities prior to the new segmentation was imple-
mented.

34



Financial
performance

S

Mining

Cement

Non-Core Activities

Consolidated - Quarterly financial performance
Consolidated - Annual financial performance

36
37
38
39
43




Introduction Highlights

Mining

Financial performance in Q4 2022
Mining order intake grew organically 5% com
pared to Q4 2021. Part of the business has been
moved to the Non-Core Activities segment as of
Q4 2022. Including currency effects and the im-
pact from the acquisition of Mining Technologies
(ex-TK), formerly referred to as TK Mining, order in-
take increased by 27%, equally driven by both a
growth in Capital orders and in Service orders.
The increase reflected a continuing improvement
in activity levels and positive market sentiment.
Q4 2022 included two large orders at a combined
value of around DKK 1.2bncompared to Q4 2021,
which included a large order valued at around
DKK 350m.

Business Mining business

Technologies (ex-TK) amounted to DKK 533m in
Q4 2022.

Revenue increased 6% organically and by 32% in
total including currency effects and the additional
DKK 646m coming from the acquisition of Mining
Technologies (ex-TK). The quarter included DKK
69m in revenue from contracts with non-sanc-
tioned Russian and Belarusian customers. Service
revenue increased by 45% and accounted for 78%
of the share of total revenue growth. This was
driven mainly by higher spare and wear parts de-
mand. Capital revenue increased by 15% driven
by the acquisition of Mining Technologies (ex-TK)
and currency effects.

Cement business

Non-Core Activities Financial performance

Mining Technologies (ex-TK) and cost related to
the exit of our activities in Russia.

EBITA margin decreased to 7.7% from 9.1% in Q4
2021. Adjusted EBITA margin was 12.4%hen ex-
cluding integration costs related to the acquisition
of Mining Technologies (ex-TK) of DKK 125m and
costs of DKK 80mrelated to the exit of our activi-
ties in Russia.

Financial performance in 2022

Mining order intake grew 20% organically. In

2022 Service order intake was strong and in-
creased 37%. Seven large capital orders at a com-
bined value of around DKK 2.8bn were an-

Governance

Financial statements

Growth in order intake and revenue

in Q4 2022 (vs. Q4 202 1)

Order intake Revenue
Organic 5% 6%
Acquisition 15% 20%
Currency 7% 6%
Total growth 27% 32%

Note: Mining Q4 2021 includes Non-Core Activities

Q4 2022 order intake split by

Region and Commodity
%

17%

39%

nounced compared to four large orders with a

During the quarter, Service orders and Capital or-  Gross profit increased by 46% to DKK 1,132m, from - combined value of around DKK 950m in 2021. Ser- 26% E— ng;)
ders represented 55% and 45% of Mining order in- ~ DKK 778m in Q4 2021. The corresponding gross vice orders and Capital orders accounted for 59% 1ot
take, respectively. The order intake from Mining margin increased to 25.9% as a result of the and 41% of Mining order intake For the year, cur- 29%

higher share of Service revenue, partly offset by 36%

integration costs related to the acquisition of

rency had a 8% positiveimpact on order intake.

Based on a book-to-bill of 118%, the Mining order 10

Mining backlog increased by 35% to DKK14277m. by Region by Commodity
mNAMER  ®SAMER uCopper  ®Gold
. . . ENAR = SSAMESA Coal u Fertilizer
(DKKm) Q42022 Q42021 Change 2022 2021 Change Revenue increased 14% organically and by 29%in APAC ronore = Other
Order intake (gross) 4,579 3,611 27% 17,822 13,281 349 total including currency effect and the acquisition
- Hereof service order intake 2,500 1,978 26% 10,575 7,705 37%  Of Mining Technologies (ex-TK). EBITA increased
- Hereof capital order intake 2,079 1,633 27% 7,247 5576 30% by 9% to DKK 1L4Gm and the corresponding EBITA Revenue and EBITA margin
Order backlog 14,277 10,599 35% 14,277 10,599 350 ~ Mmargin decreased by 14%-points. In 2022 EBITA DKKm EBITAmargin %
Revenue 4374 3321 3206 15082 11.715 29% was impacted by costs related to the acquisition
- Hereof service revenue 2641 1817  45% 9191 6940 32095 ~ Of Mining Technologies (ex-TK) of DKK 252m and
- Hereof capital revenue 1,733 1,504 15% 5,891 4,775 23% costs of DKK 200m to exit our activities in Russia. 4,500 16%
. ; 4,000 14%
Gross profit 1132 778 26% 3.794 2,932 20% Adjusted for these costs, the BBITA margin was 3500 | 1202
9 -
Gross margin 25.9%  23.4% 252%  25.0% 10.6% o0 \/\_,_:\’/ Lo
0
Adjusted EBITA 542 nia 1,598 nia 2,000

1,500 6%
Adjusted EBITA margin 12.4% n/a

o 1,000 4%
Spanflinnl:
EBITA 337 303 11% 1,146 1,049 9% 0 0%

. Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
EBITA margin 7.7% 9.1% 7.6% 9.0% 2021 2022
Number of employees 7126 6,216 15% 7,126 6,216 15% Service mm— Capital

EBITA % = = = Adjusted EBITAY
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Cement

Financial performance in Q4 2022
Cement order intake in Q4 2022 decreased by
20% organically. Including currency effects, the
order intake in Q4 2022 decreased by 17% to DKK
1,223m This ismainly explained by a 37% de-
crease in Capital order intake compared to Q4
2021, which included one large order of DKK
200m. During the quarter Service orders and Cap-
ital orders represented 65% and 35% of Cement
order intake, respectively.

Revenue decreased by 14% organically compared
to Q4 2021, diiven by supply chain challenges
and a strong comparison quarter. Including cur-
rency effects, revenue decreased by 11% to DKK
1,618m. Service accounted for 59% of revenue in
Q4 2022 compared to 54% in Q4 2021. The quar-
ter included DKK 70m in revenue from contracts

Business Mining business

with non-sanctioned Russian and Belarusian cus-
tomers.

Gross profitincreased by 29% as a result of our
efforts to focus on higher value orders. The corre-
sponding gross margin increased 9.2%points, im-
pacted by financial closure of specific service con-
tracts. As a result of the new simplified operating
model in Cement, the quarter included additional
costs which increased SG&A costs.

EBITA in Cement amounted to DKK 70m in Q4
2022 driven by the improved gross margin. The
corresponding EBITA margin improvedby 2.4%-
points to 4.3%.

Cement

(DKKm) Q42022 Q42021 Change 2022 2021 Change

Order intake (gross) 1,223 1,473 -17% 6,613 5,952 11%
- Hereof service order intake 794 792 0% 3,752 3,457 9%

- Hereof capital order intake 429 681 -37% 2,861 2,495 15%
Order backlog 6,386 5,993 7% 6,386 5,993 7%
Revenue 1,618 1,814 -11% 6,264 5,866 7%
- Hereof service revenue 954 979 -3% 3,536 3,154 12%
- Hereof capital revenue 664 835 -20% 2,728 2,712 1%
Gross profit 482 373 29% 1,602 1,248 28%

Gross margin 29.8% 20.6% 25.6% 21.3%

EBITA 70 35 100% 204 (19) 1,174%
EBITA margin 4.3% 1.9% 3.3% -0.3%

Number of employees 3,270 3,901 -16% 3,270 3,901 -16%

FLSmidth s Annual Report 2022

Cement business

Non-Core Activities Financial performance

Financial performance in 2022

Cement order intake grew by 1% to DKK 6,613m,
driven by an 9% increase in Service orders and a
15% increase inCapital orders. This reflects im-
proved market conditions compared to 2021.
2022 included a large order of more than DKK
400m. Service and Capital orders accounted for
57% and 43% of Cement order intake respec-
tively. Order backlog increased by 7% to DKK
6,386m.

Revenue increased by 2% organically, and by 7%
including currency effects. Service revenue in-
creased by 126 and Capital revenue increased by
1%. Gross profit increased 28% driven by the
strong focus on price increases and execution
throughout the year.

EBITA improved in 2022 and amounted to DKK
204m, driven by the increased revenue and
higher gross margin. The corresponding EBITA
margin improved to 3.3% despite a year with
higher costs due to inflationary pressure and the
new simplified operating model in Cement.

Governance Financial statements =

Growth in order intake and revenue
in Q4 2022 (vs. Q4 2021)

Order intake Revenue
Organic -20% -14%
Acquisition 0% 0%
Currency 3% 3%
Total growth -17% -11%

Q4 2022 order intake split by
Region and Category
%

13%

29% 65%

20%

36%
38%

by Category  -1%
by Region
mAmericas ENAR

H Projects u Products

= SSAMESA = APAC Services

Revenue and EBITA margin

DKKm EBITAmargin %
2,500 6%
2,000 4%

2%
1,500

0%
1,000

-2%

S ITHHITLT R
0 -6%

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2021 2022

mmmm Capital revenue Service revenue

EBITA %
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Business Mining business Cement business

Non-Core Activities

Financial performance in Q4 2022
Order intake for Non-Core Activities amounted to
DKK 209m, 63% relating toService order intake
and 37% toCapital order intake. The order intake
was related to contract ual obligations and parts
already in stock.

Order backlog amounted to DKK 2.9bn. Roughly
50% of the backlog are from orders originating
from Mining Technologies (ex-TK). The vast major-
ity is from capital orders. Nearly one-third of the
backlog is destined for countries within APAC.

Revenue for Non-Core Activities in 2022
amounted to DKK503m, whichwas in line with
guidance. Capital accounted for 59% of total reve-
nue, while 41% of revenue wagelated to Service.

Non-Core Activities

Gross profit was negative and amounted to
DKK-320m, driven by provisions made for specific
projects and costs related to exiting Non-Core Ac-
tivities. The corresponding gross margin
amounted to -63.6%. EBITA for NorCore Activities
amounted to DKK-407m, corresponding to a mar-
gin of -80.9% driven by the negative gross profit.

Total number of employees of the segment
amounted to 581 at 31 December 2022.

(DKKm) Q4 2022
Order intake (gross) 209
- Hereof service order intake 131
- Hereof capital order intake 78
Order backlog 2,878
Revenue 503
- Hereof service revenue 206
- Hereof capital revenue 297
Gross profit (320)
Gross margin -63.6%
EBITA (407)
EBITA margin -80.9%
Number of employees 581

FLSmidth s Annual Report 2022

Non-Core Activities

Financial performance Governance Financial statements =

Q4 2022 order intake split by
Region
%

49%

21%
4%

23%

3%

by Region

ENAMER ®SAMER ENAR

B SSAMESA ®APAC

Q4 2022 order intake split by

Category
%
76%
5%
12%
"
6%
by Commaodity
m Copper = Gold
Coal u Fertilizer
Iron ore Other Minerals
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Consolidated

Growth

Group order intake in Q4 2022
increased 18%,predominantly
driven by Mining. Mining order
intake was supported by
currency tailwinds and the
acquisition of Mining
Technologies (ex-TK) by 7% and
15% respectively.Group revenue
increased 26%, driven primarily
by Mining.

Group ®continued activities

Business

Mining business

Cement business

Non-Core Activities

Financial performance

Governance

- Quarterly financial performance

Order intake
Order intake in Q4 2022 increased by 18% to DKK
6,011m including the impact from theacquisition of
Mining Technologies (ex-TK) of DKK 688m. Cur-
rency effects had a 6% positive impact on orderin-
take in the quarter. Organically, order intake de-

creased by 1%. This was due to a decline in Cement

capital orders compared to Q4 2021, which con-
tained one large order of around DKK 200m and
continued portfolio de -risking.

Service order intake increased by 24%, in line with
our increased focus on expanding the share of
higher margin Service orders. Capital order intake
increased by 12% compared to Q4 2021due to

Mining and included two large orders of a

(DKKm) Q42022 Q42021 Change 2022 2021 Change

Order intake (gross) 6,011 5,084 18% 24,644 19,233 28%

- Hereof service order intake 3,425 2,770 24% 14,458 11,162 30%
- Hereof capital order intake 2,586 2,314 12% 10,186 8,071 26%
Order backlog 23,541 16,592 42% 23,541 16,592 42%
Revenue 6,495 5,135 26% 21,849 17,581 24%
- Hereof service revenue 3,801 2,796 36% 12,933 10,094 28%
- Hereof capital revenue 2,694 2,339 15% 8,916 7,487 19%
Gross profit 1,294 1,151 12% 5,076 4,180 21%
Gross profit margin 19.9% 22.4% 23.2% 23.8%

SG&A cost (1,183) (714) 66%  (3,776) (2,779) 36%

SG&A ratio 18.2% 13.9% 17.3% 15.8%

Adjusted EBITA 205 n/a 1,395 n/a

Adjusted EBITA margin 3.2% n/a 6.4% n/a

EBITA 0 338 -100% 943 1,030 -8%

EBITA margin 0.0% 6.6% 4.3% 5.9%

Number of employees 10,977 10,117 9% 10,977 10,117 9%
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combined value of around DKK1.2bn Service rep-
resented 57% of total order intake compared to
Q4 2021, where Service represented 54% of total
order intake.

The growth in order intake was primarily driven by
Mining, which increased by 27% This included the
addition of the Mining Technologies (ex-TK) acqui-
sition and 5%in organic growth. Cement order in-
take decreased 20% organically compared to Q4
2021. Our Non-Core Activities order intake
amounted to DKK 209m for Q4 2022.

Order backlog and maturity
The order backlog declined 8%to DKK 23.5bn
compared to the prior quarter (Q3 2022: DKK
25.5bn) due to strong execution of the order back-
log and the exit of our Russian and Belarusian ac-
tivities. Outstanding order backlog related to Rus-
sian and Belarusian contracts amounted to DKK
0.7bn at the end of Q4 2022 (end of Q3 2022:
DKK 1.6bn)These orders are due to uncertainty

i XE-yzy oz
have been suspended by FLSmidth The Non-Core
Activities backlog represented DKK 2.9bn out of
the total backlog at the end of Q4 2022.

The inclusion of the backlog of Mining Technolo-
gies (ex-TK) represented DKK 5,060m of the total
group backlog at the end of Q4 2022.

Mining Cement Non-Core FLSmidth

Activities Group
2023 62% 66% 35% 60%
2024 33% 18% 35% 29%
2025 & beyond 5% 16% 30% 11%

latorityGadd u | y

Growth in order intake
(vs. Q4 2021)

Financial statements =

in Q4 2022

Mining Cement Non-Core FLSmidth

Activities Group
Organic 5%  -20% n/a -1%
Acquisition 15% 0% n/a 13%
Currency 7% 3% n/a 6%
Total growth 27% -17% n/a 18%

Note: Mining Q4 2021 includes Non-Core Activities

Growth in revenue in Q4 2022

(vs. Q4 2021)

Mining Cement Non-Core FLSmidth

Activities Group
Organic 6% -14% n/a 3%
Acquisition 20% 0% n/a 18%
Currency 6% 3% n/a 5%
Total growth 32% -11% n/a 26%

Note: Mining Q4 2021 includes Non-Core Activities

Order intake
DKKm

8,000
7,000
6,000
5,000
4,000

3,000

2,000

1,000

0
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| Mining

QL Q2 Q3 Q4
2022

Cement ENCA
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Revenue

Revenue increased 26% to DKK6,495m in Q4 ) .
2022, driven by a 36% increase inService reve- Russia exit 2022
nue and 15% increase inCapital revenue. Service
revenue accounted for 59% of total revenue in the

Status prior to 24 February 2022

quarter, compared t0 54% in Q1 2021. A 4 sales offices with +80 employees
Organically, revenue increased 3% driven primar- A No production assets

ily by a 6% organic growth in Mining while Cement A Outstanding order backlog from Russian
partly offset the organic growth with a 14% de- and Belarusian contracts of around DKK
crease. The quarter included DKK 139m in revenue 3bn

from contracts with non-sanctioned Russian and A Expected revenue of around DKK 1.5bn in
Belarusian customers, DKK 503m from our Non Russia in 2022

Core Activities and DKK 646m coming from the ac-

quisition of Mining Technologies (ex-TK). During 2022 we have exited Russia

A Outstanding order backlog from Russian
and Belarusian contracts was DKK 0.7bn
at end Q4 2022 (around DKK 1.6bn at
end Q3 2022). These orders are due to
-1 xz@au | a% I XE-yzy
+ 8| y E ¥amdhav beentsus-
pended by FLSmidth

Revenue of DKK 139m from norsanc-
tioned Russian and Belarusian customers
was recognised in Q4 2022 (FY 2022:
DKK 929m)

During Q4 2022 we continued the efforts
to exit the activities in Russia and Belarus
and have incurred DKK 80m in costs in
Q4 2022 relate d to the exit (FY 2022:
DKK 200m)

We have reduced the number of employ-
ees in Russia by >95% at end Q4 2022

The exit of activities in Russia has re-
sulted in a net loss for the FY 2022 on
Russian activities

FLSmidth s Annual Report 2022 40
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Profit

Gross profit increased 12% driven
by increased revenue. Adjusted
EBITA margin was 3.2%When
including costs related to the exit
of Russian activities and
integration costs related to the
acquisition of Mining
Technologies (ex-TK), Group
EBITA waszero.

Gross profit and margin

Gross profit increased by 12%to DKK 1,294m
driven by the higher revenue. The corresponding
gross margin decreased to 199%impacted by
costs related to the exit of our activities in Russia,
the new simplified operating model in Cement, the
integration cost of Mining Technologies (ex-TK)
and the ongoing exit of our Non-Core Activities.

In Q4 2022, total research and development costs
(R&D)amounted to DKK 101mrepresenting 16% of
revenue (Q4 2021: 1.6%)he increase in R&Dwas
mainly due to the acquisition of Mining Technolo-
gies (ex-TK).

Research & development costs

(DKKm) Q4 2022 Q4 2021
Production costs 41 43
Capitalised 60 40
Total R&D 101 83

FLSmidth s Annual Report 2022

Business Mining business

SG&A costs

Sales, general and administrative costs (SG&A)
and other operating items increased 66% com-
pared to Q4 2021, mainly due to costs related to
the exit of our activities in Russia,the new simpli-
fied operating model in Cement and integration
costs related to the acquisition of Mining Technol-
ogies (ex-TK) in Q4 2022. Further, currencies had
a negative impact on SG&A of DKK 11m in the
quarter.

As a result of this, SG&A costs as a percentage of
revenue increased to 18.2% in Q4 2022 compared
to 13.9% in Q42021.

EBITAand margin

Excluding costs of DKK 80m related to the exit of
our activities in Russia and integration costs of
DKK 125m related to the acquisition ofMining
Technologies (ex-TK) adjusted Group EBITA mar-
gin was 3.2% in Q4 2022. Including thesecosts,
the reported EBITA margin decreased to zero in
Q4 2022.

Amortisation of intangible assets amounted to
DKK 94m (Q4 2021: DKK 99m). The effect of pur-
chase price allocations amounted to DKK 23m (Q4
2021: DKK 23m) andother amortisation to DKK
71m (Q42021: DKK 76m).

Earnings before interest and tax (EBIT) decreased
139% to DKK94m.

Cement business

Non-Core Activities Financial performance

Financial items

Net financial items amounted to DKK-47m (Q4
2021: DKK-2m), of which net interest amounted to
DKK-27m (Q4 2021: DKK Om) and foreign ex-
change and fair value adjustments amounted to
DKK-20m (Q4 2021: DKK-2m).

Tax
Tax in Q4 2022 totaled DKK 66m (Q4 2021:
DKK-77m).

Profit for the period

As a result of the negative EBIT in Q4 2022, there
was a loss of DKK 67m (Q4 2021: DKK 161m). Dis-
continued activities had a profit of DKK 8m in Q4
2022.

Governance Financial statements =

Backlog
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Capital

A strong cash collection led to a
net working capital decrease of
DKK 277m toDKK 1,893 m.

The net working capital ratio
decreased to 7.8% in Q4 2022
(Q3 2022: 9.2%).

Net working capital

Net working capital decreased DKK 277mto DKK
1,893mat the end of Q4 2022 (end of Q3 2022:
DKK 2,170m)The primary driver of the decrease in
the gquarter was a strong collection in accounts re-
ceivables and inventory decline due to backlog
execution. The corresponding net working capital
ratio declined from 9.2% of revenue in Q32022 to
7.8% of revenue in Q4 2022. Net working capital
includes Mining Technologies (ex-TK) of DKK
305m.

Utilisation of supply chain financing declined to
DKK 590m in Q4 2022 (Q3 2022: 636m).

Cash flow from operations

Cash flow from operations (CFFO) in Q4 2022was
strong and amounted to DKK 776m (Q4 2021: DKK
849m). The decline in net working capital in the
quarter positively impacted CFFO by DKK 314m.

Discontinued activities impacted CFFO by DKK
14m in Q4 2022 (Q4 221: DKK-18m)due to a pos-
itive effect on tax.

Cash flow from investments

Cash flow from investing activities amounted to
DKK-116m (Q4 2021: DKKO7m).

FLSmidth s Annual Report 2022

Business Mining business Cement business

Free cash flow

Free cash flow increased DKK 660m in the quarter
(Q4 2021: DKK 752m) as a result ofhe stronger
cash flow from operations.

Net interest -bearing debt

Due to a robust free cash flow in Q4 2022, net in-
terest-bearing debt (NIBD) improved further from
DKK 985m at the end of Q3 2022 to DKK 726m at
the end of Q4 2022. The financial gearing end of
Q4 2022 amounted to 0.6x (Q3 2022: 0.7x).

Financial position

By the end of 2022, FLSmidth had DKK 6.3bn of
available committed credit facilities of which DKK
4.4bn was undrawn. The committed credit facilities
have a weighted average time to maturity of 5.0
years.

Credit facilities of DKK 5.0bn and DKK 1.1bn will
mature in 2027 and 2030, respectively. The re-
maining DKK 0.2bn matures in later years. DKK
1.6bn of uncommitted credit facilities will mature in
2023.

Equity ratio

Equity at the end of Q4 2022 decreased to DKK
10,787m (end of Q3 2022: DKK 11,555m), driven by
the decrease in profit and an increase in net work-
ing capital.

The equity ratio was 36.1% (end of Q3 2022:
37.2%)

Non-Core Activities

Financial performance Governance Financial statements =

Cash flow
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Consolidated

Growth

Group order intake increased by
18% organically with g rowth
mainly driven by Mining. In
addition to improved market
conditions order intake was also
supported by currency tailwind s
and the acquisition of Mining
Technologies (ex-TK).

Order intake

Order intake grew 18%organically in 2022 follow-
ing a higher post-pandemic demand and im-
proved market conditions. Currency positively af-
fected order intake by 7%in the year. Including
currency effects and the impact of the acquisition
of Mining Technologies (ex-TK), order intake in-
creased by 28% to DKK 24,644m.

Service order intake increased by 30%in 2022, in
line with our focus on increasing the share of

Mining, Cement & NCA revenue
DKKm

25,000
20,000
15,000

10,000

5,000

2018 2019 2020 2021 2022

® Mining Cement ENCA
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Business Mining business

Cement business

Non-Core Activities

Financial performance

Governance Financial statements =

- Annual financial performance

higher margin Service orders and portfolio de -risk-
ing approach. A resilient mining market through-
out 2022 and improved log istics also contributed
to the high Service order intake. Service ac-
counted for 59% oftotal order intake in line with
last year. Capital orders increased by 26%, mainly
driven by Mining.

Mining order intake increased by 34% in 2022, driven
by both Service and Capital. In 2022, seven large
mining orders at a combined value of around DKK
2.8bn were received compared to four large orders
with a combined value of around DKK 950m in 2021.

Cement order intake increased 1%, driven by a
15% increase inCapital order intake and a 9%in-
crease in Service order intake. Investment appe-
tite improved over 202 1and resulted in one large
cement order of around DKK 400min 2022.

Non-Core Activities order intake amounted to DKK
0.2bn in 2022. The order intake was related to
contractual obligations and parts already in stock.

Order intake and book-to-bill

DKKm %
30,000 120%
25,000 100%

20,000 80%

\/v
15,000 60%
10,000 40%
5,000 20%
0 0%

2018 2019 2020 2021 2022

= Order intake Book-to-bill

Growth in order intake in
2022 (vs. 2021)

Mining Cement Non-Core FLSmidth

Activities Group
Organic 20% 5% n/a 16%
Acquisition 6% 0% n/a 5%
Currency 8% 6% n/a 7%
Total growth 34% 11% n/a 28%

Note: Mining FY 2021 includes Non-Core Activities

Order backlog

The order backlog increased by 42%, comprising a
35% increase in Mining and a 7% increase in Ce-
ment. The increase in Mining was supported by the
addition of the acquired order backlog from Mining
Technologies (ex-TK). The book-to-bill was 113%.

QOutstanding order backlog related to Russian and
Belarusian contracts amounted to around DKK
0.7bn end of Q4 2022 (end of Q3 2022 around DKK
1.6bn).These orders are due to uncertainty in-
XE-yzy ' Fo- 03andi | y
have been suspended by FLSmidth

a~Z

Order intake by commodity
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7%
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Revenue

Market conditions improved in 2022 with regards to
investment appetite, site access and impact from
supply chain constraints. Based on a strong back-
log 2022 organic revenue increased by 11%, despite
the exit of Russian activities.The increase was
driven mostly by Service revenue in Mining, Includ-
ing the impact of the acquisition of Mining Tech-
nologies (ex-TK) as well as currency effects of 6%
revenue increased by 24% to DKK 21,849m

Service revenue accounted for 59% of total reve-
nue, compared to 57% in 2021. Capital revenue in-
creased 19%, primarily driven by the acquisition of
Mining Technologies (ex-TK).

Growth in revenue in 202 2 (vs. 2021)

Mining Cement Non-Core FLSmidth

Activities Group

Organic 14% 2% n/a 11%
Acquisition 8% 0% n/a 7%
‘S\Zv,uiregcg Ly E 3120/& o % + n/a 6%
Total growth 29% 7% n/a 24%

Note: Mining FY 2021 includes Non-Core Activities

Backlog maturity
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Profit

Gross profit increased by 21%
mainly due to higher Service
revenue. Adjusted EBITA margin
was 6.4% excluding the costs
related to the exit of Russian
activities, acquisition of Mining
Technologies (ex-TK) and costs
related to exiting Non-Core
Activities. Reported EBITA margin
was 4.3%

Gross profit and margin

Gross profit increased by 21%in 2022, due to the
increase in revenue, mitigation of inflationary
pressure and focus on high margin Service reve-
nue. Gross margindecreased 0.6%-points to
23.2%and was impacted by costs related to the
exit of Russian activities, the acquisition ofMining
Technologies (ex-TK) as well as costs for exiting
Non-Core Activities.

Research and development costs reported in pro-
duction costs were DKK 169m The increase in
R&Dwas mainly driven by the acquisition of Min-
ing Technologies (ex-TK). The R&D costsmainly
related to several innovations, including new sus-
tainable cement technologies, tailings manage-
ment, digital solutions, and various equipment
across the mining value chain.

Research & development costs

(DKKm) 2022 2021
Production costs 169 152
Capitalised 171 142
Total R&D 340 294

FLSmidth s Annual Report 2022
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SG&A costs

Sales, general and administrative costs (SG&A)
and other operating items increased by 36% in
2022, mainly due to integration costs related to
Mining Technologies (ex-TK), exit of our Russian
activities and unfavorable currency impact. In ad-
dition, the SG&A costs ofMining Technologies (ex-
TK) itself contributed to the increase in overall
SG&A costs.The corresponding SG&A ratioin-
creased by 15%-points to 17.3%.

EBITA and margin

Reported EBITAdecreased 8%to DKK 943mde-
spite positive impact from a higher revenue. The
corresponding EBITA margindeclined to 4.3%
from 5.9%due to costs for exiting of Russia,inte-
gration costs, cost related to the new simplified
operating model in Cement and cost related to ex-
iting Non-Core Activities. Adjusted for costs in-
curred for the integration of Mining Technologies
(ex-TK) of DKK 252m as well as costs of DKK
200m related to the exit of our activities in Russia
adjusted EBITAmargin was 6.4%

Underlying p erformance in both Mining and Ce-
ment have improved compared to prior years, as a
result of our increased focus on higher margin Ser-
vice, de-risking the portfolio and focus on our stra-
tegic initiatives.

Financial items

Net financial items amounted to a cost of
DKK-67m (2021: DKK-81m), of which net interest
cost including interest from leasing amounted to
DKK-50m (2021: DKK-60m) and foreign exchange
and fair value adjustments accounted for the re-
maining cost. Termination of hedging Russian Ru-
bles had a negative impact of DKK 36m on foreign
exchange adjustments.

Cement business

Non-Core Activities Financial performance

Tax

The effective tax rate for the year was 36.4%in line
with last year. The effective tax rate was negatively
affected by withholding taxes not subject to credit
relief as well as write-downs of tax losses and other
tax assets in countries outside Denmark (mainly in
Russia).

Profit for the year

Profit for the year decreased 1% to DKK 352m
mainly due to costs related to the exit of activities in
Russia, intggration costs for Mining Technologies
(ex-TK) and the new simplified operating model in
Cement. Discontinued activities reported a profit of
DKK 1m compared to DKK17m in 2021 due to a tax
income in 2022.

Earnings per share

As a result of the profit level, earnings per share de-
creased from DKK 6.9 in 2021 to DKK 6.5 per share
in 2022.

Employees

The number of employees increased by 860 to
10,977at the end of 2022. The decrease is a direct
result of around 2,000 FTEs coming from the acqui-
sition of Mining Technologies (ex-TK), partly offset
by strategic workforce reductions carried out in
both Mining and Cement in Q4 2022.

Return on capital employed

Return on capital employed (ROCE)decreased to
5.9% (2021: 7.2%lue to the increase in average
capital employed , decreased EBITAas well as the
impact from the acquisition of the Mining Technol-
ogies (ex-TK) business.

Governance Financial statements =

Gross profit and Gross mar gin
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Capital

Cash generation from operating
activities was satisfactory in
2022 . Net interest-bearing debt
and financial gearing increased
in 2022 as expected due to the
payment of the purchase price of
Mining Technologies (ex-TK).

Balance sheet

Total assets increased by DKK 6.8bn to DKK 30bn
on 31 December 2022. The increase related to the
acquisition of Mining Technologies (ex-TK)
amounted to around DKK 5.5bn. Cash balance
was reduced in 2022 and impacted by the pur-
chase price payment for Mining Technologies (ex-

TK).

Capital employed

Average capital employed increased to

DKK 5,888m (2021: DKK 14,384m) as a result of
the acquisition of Mining Technologies (ex-TK).
This was also the driving factor of the increase in
intangible assets as well as in net working capital.
At the end of 2022, capital employed amounted
to DKK 7,848m, consisting primarily of intangible

Return on capital employed

DKKm %
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15,000 12%
10,000 8%
5,000 2%

0%
2018
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= Capital employed, average ROCE
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assets of DKK B,308m, which was mostly good-
will as well as patents and rights and customer re-
lations. Property, plant and equipment including
leased assets were largely unchanged and net
working capital increased to DKK 1893m by the
end of 2022.

Net working capit al

Net working capital increased by DKK 0.8bn com-
pared to 31 December2021. The increase is pri-
marily due to the impact from the acquisition of
Mining Technologies (ex-TK) and a higher level of
inventories to mitigate supply chain challenges.
The corresponding net working capital ratio was
7.8% (2021: 6%) and reflects a strong cash focus
considering the increase in activity levels. The cur-
rency effect on net working capital was an in-
crease of DKK 112m.

Supply chain financing

Utilisation of supply chain financing has
increased slightly during 2022, driven by a higher
level of activity. Consequently, the supply chain
financing programme amounted to DKK 590m at
the end of 2022 (2021: DKK 490m).

Net working capital

DKKm %
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500 3%
0 0%
2018 2019 2020 2021 2022

mmmmm Net working capital NWC as % of revenue

Cement business

Non-Core Activities Financial performance

Net interest -bearing debt

As a result of the payment of the acquisition price
for Mining Technologies (ex-TK), net interest-bear-
ing debt was DKK-726m (end of 2021: DKK 889m)
This was partly offset by the cash generation from
operations in 2022.

Financial gearing (NIBD/EBITDA) wa 0.6x (end of
2021:-0.6x) also driven by the acquisition of Min-
ing Technologies (ex-TK). The level is well below
our capital structure target of < 2.0.

Equity

Equity at the end of 2022 increased to DKK
10,787m (end of 2021: DKK 10,368m) mainly re-
lated to comprehensive income for the year. Cur-
rency adjustments regarding translation of foreign
entities added to the equity as well. The equity ra-
tio was 36.1% (2021: 45.0%)

Treasury shares

The holding of treasury shares was 913,828
shares at the end of 2022 (2021: 924,568 shares),
representing 1.6%of the total share capital (2021:
1.6%). Treasury shares are used to hedge our
share-based incentive programmes.

Net interest -bearing debt
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Dividend

The Board of Directors will propose at the
Annual General Meeting that a dividend of DKK3
per share corresponding to a dividend yield of
1.26 and a pay-out ratio of 49%, will be distrib-
uted. for 2023. The total dividend proposed
amounts to DKK173n.

Equity ratio %
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Cash flow from operating activities
Cash flow from operating activities (CFFO)de-
clined to DKK 968m compared to DKK 1,449m in
2021 explained by the cash outflow of DKK 446m
in net working capital mainly from the increase in
inventories. CFFO was negatively impacted by

discontinued activities of DKK-50m, see note 2.11.

Cash flow from investing activities

Cash flow from investing activities (CFFI)
amounted to DKK-2,310m in 2022 (2021: DKK
-273m), reflecting the acquisition of Mining Tech-
nologies (ex-TK) which resulted in a cash outflow
of DKK2,103m.

Free cash flow
Free cash flow adjusted for business acquisitions
and disposals was DKK777m (2021: DKK18bm).

Cash flow from financing activities

Cash flow from financing activities was
DKK1,5%m (2021: DKK-276m), primarily as a re-
sult of increased debt due to payment of purchase
price for Mining Technologies (ex-TK).

In 2022 a sustainability linked funding agreeme nt

was signed amounting to EUR 150m(DKK 1.1bn)
with a lifetime of 7 years.

CFFO
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Cash position

Cash and cash equivalents amounted to DKK
2.1bn at 31 December 2022 compared to 1.9bn at
31 December 2021

Restricted cash

Cash and cash equivalents included cash with
currency restrictions as well as other restrictions
amounting to DKK 1,459m (2021: DKK 868m). The
restricted cash position has increased following
the acquisition of Mining Technologies (ex-TK).

The restricted cash coming from the Mining Tech-
nologies (ex-TK) acquisition amounts to DKK 361m
The cross-border cash pool in China has a limit of

CNY 100m (DKK 101m), hence cash in China above

this limit is classified as restricted. Cash in Russia
is also classified as restricted.

CFFI
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® Cash flow from investing activities

Cement business

Non-Core Activities

Other business

Annual cost synergy target and total
integration costs raised

The acquisition of Mining Technologies (ex-TK)
closed on 31 August 2022.1n October 2022, FLS-
midth revisited the cost synergy potential from the
combined organisational setup, geographical
footprint and pooled innovation, procurement and
administration structures in relation to the Mining
segment. Based on this, further upsidewas uncov-
ered.

The annual cost synergy target is expected to be
around DKK 560 m (previously DKK360m) and the
pace to realise these synergies has been acceler-
ated. Consequently, the annual cost synergy run-
rate is now expected to be achieved by end of
2023 (previously first two years after closing of
the acquisition).

Integration costs to realise the synergies are now
estimated to be around DKK 800 m (previously
DKK560m), of which around DKK252m was rec-
ognised in 2022. The remaining part of the total
DKK 800m integration costs are expected to be
recognised before the end of 2023.

Free cash flow
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New Headquarter

In September 2022, FLSmidth signed a lease of a
new headquarter at Havneholmen in Copenha-
gen. The headquarter is currently in the construc-
tion phase and it is expected that the lease will be
effective in 2025.

Net cash flow from
business acquisitions and disposals
DKKm
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Introduction Highlights

Risk management

Risks are an integral part of our
business with a constant evolving
risk exposure. Itrequires a robust
governance model and top man-
agement involvement to ensure
that risks are minimized and miti-
gated while at the same time fo-
cusing on turning risks into op-
portunities where possible.

With the new strategic direction, Group Executive
Management and the Board of Directors have
lowered the overall risk profile by de -risking the
portfolio and focusing on the core business.

However, our business is still subject to a number
of risks and opportunities which can have both
short- and long-term impact. The purpose of our
risk management is to identify, quantify, manage
and mitigate these risks and where possible en-
sure we turn them into opportunities.

Governance

Group Executive Management leads our risk man-
agement programme, with oversight from the Au-
dit Committee and ultimately the Board of Direc-
tors having the overall responsibility for deciding
the risk appetite and monitoring the risk exposure.

Through a bottom-up approach, risks are as-
sessed by the Business Lines andShared Func-
tions during workshops facilitated by Group Risk
Management. This enables the collection of a
broad spectrum of data across the organisation
and identifies the biggest risks for FLSmidth
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Based on this assessment, Executive Management Company
identifies high-risk issues for the coming year and Tronsformation
ensures that actionable mitigation plans are in
place. In addition Executive Management reviews Attract/Retain
) ; L Employees
the mid and long term risks to ensure proper miti- Prciaci
gation and attention. E:::uﬁon
Safety
During the year the Risk Committee meets to re- Recession
view the top risks and follow up on mitigation
. . . Digitalisation
plans. This ensuresthat ownership for managing
the risks is anchored in the business and that the Cyber
focus on proactively identifying , managing and sa e Security
e . . . ustainabi
mitigating the risks continue throughout the year. Y a
Geopolitical
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lined on the website: www.flsmidth.com/en-
gb/company/investors/governance/managing -
risks. -
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2022 risk review s
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of 10 top risks and opportunities that have the po- _ Hiah likelihood
tential to significantly impact the entire business Low likelihood 'gh fikelihoo
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entire organisation. Our extended focus on com-

pliance, health and safety of our employees and

evolved into new, more complex risks compared investments in additional resources along with our

to 2021. Mitigation efforts have proven effective continued flexibility managing the supply chain al-

with regards to two of £ u « =+ z u @ [Eupply- § Jowed ustg dgal with the new challenges effec-
utiaveiy. : §

company transformation, compliance, looming re-
cession, cyber security and geopolitical ®have

chainEand [cement market conditionsE
longer considered top risks.

- ~u -

Company Transformation was identified as a top
risk in 2022 ®an evolution of the acquisition inte-
gration risk identified in 2021. With integration of

the newly acquired Mining Technologies (ex-TK)

business still high on the priority list, the integra-

tion team has merged into our Strategy & Trans-

formation team, becoming a vital part of our

During 2022, the war in Ukraine and zero-COVID-
19strategy in China presented a myriad of geopo-
litical challenges from a compliance point of view
and for the safety and well -being of our employ-
ees as well as to logistics. The challenges set into
motion collective mitigation efforts across the

journey towards more profitable growth and full
flowsheet leadership to ensure operational excel-
lence.

Attracting and retaining employees remains high
on the list for 2022. The industries we operate in
are challenged by the ability to attract enough
high-skilled and high-performing staff. We have
welcomed many new talented employees through
the acquisition of Mining Technologies (ex-TK) and
continue to have an active recruitment and career
development strategy .
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In project execution, our focus on value over vol-
ume has already produced positive results. We
work to expand our share of services and stand-
ardised equipment relative to the share of large
projects while simultaneously de -risking the pro-
ject portfolio. With a less cyclical business and
lower level of risk we remain selective in taking on
large, complex orders both in Mining and Cement
positioning us well for the increasing demand for
sustainability offerings. In Mining, our focus is on
driving profitable growth and market leading solu-
tions across the full flowsheet. In Cement, we fo-
cus on improving profitability and developing a
winning portfolio position with us as a leading
plant-productivity partner. Further we want to be a
leading supplier of sustainability solutions while
helping to reduce the financial impact of project -
related risks.

For information on financial risks and mitigation
activities, including liquidity, credit and foreign ex-
change rates see section 5 in the financial state-
ments. For tax see section 4 in the financial state-
ments and our Group Tax Policy available on:

https://www.flsmidth.com/en-gb/company/sustain-
ability/policies -and-priorities

Turning risks into opportunities
The biggest risk of doing business is often the risk
of inaction as companies fail to adapt to the
changing business environment. If appropriate ac-
tion is taken, such risks can be minimsed and
turned into even larger business opportunities.
This is the case for a number of the risks identified

Il _fm¥ y-~E« 0-00 2 «¢ 2
y } -—uf «u- §] @z¥u | - 8§
gic priorities. While both constitute a risk of in-
creased niche competition, we see them as even
greater business opportunities considering our
strong efforts to maintain and develop a leading
position within both areas.
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The company transformation relates to the realisation of the cost
synergies from the acquisition of Mining Technologies (ex-TK) and on
execution of the pure play strategies for Mining and Cement. Com-
pared to the integration risk from 2021, the risk has been expanded
to include implementation of our strategy and the new mindset that is
required to achieve this.

Compliance has been very busy in 2022 dealing with the shock ef-
fects of the war in Ukraine, diligently working to make sure the busi-
ness was aligned with the continuously changing sanctions regula-
tions. Despite all our efforts to continue to mitigate, we have the
understanding that one mishap could negatively impact our brand
and reputation with customers.

With the high demand for skilled workers across both industries, we
are facing the same challenges with aging workforce and lack of
younger, skilled workers. While our Sustainability MissionZero helps
attract new generations, we need to mitigate the risk of losing em-
ployees and their engagement to be able to compete and achieve
strong business performance.

Higher, prolonged inflation could affect short -term demand despite
continued high prices for select commodities and delay investments
for green technologies in both the mining and cement industries.

Increased demand for sustainability offerings in the cement industry
coupled with internal new strategy efforts have significantly reduced
the risk associated with our Cement business. In addition, focus on
value over volume, standardisation, balancing scope with profitability
and integrating engineering departments into the business have all
contributed to confining project related risks .

Cement business

Non-Core Activities Financial performance Governance Financial statements =

The transition to become a service-led business requires a mindset shift and a new way of making decisions to ensure
we maximise the opportunities available through our install ed base and beyond. Our continued focus on supply chain
and manufacturing efficiency, employing and training skilled workers and making strategic decisions about capital pro-
jects will help to ensure a smooth transition.

Additional resource investments were made in 2022 to our dedicated Compliance Department. We have established
rules and procedures to ensure a common understanding of ethical behaviour across the organisation. There are poli-
cies in place to support the organisation with day -to-day compliance issues such as the Code of Business Conduct, Anti
Bribery policy and Export Control, as well as tools and procedures to identify individual issues that may pose a threat
including the Whistle Blower Hotline, screening of third-party agents, suppliers and sign-off protocols. Online training
continues to be a key part of our mitigation strategy with a catalogue of compulsory compliance training for all employ-
ees.

We have welcomed many talented employees through the Mining Technologies (ex-TK) acquisition and continue to miti-
gate the retention risk by focusing on four main areas: communicating our vision and strategy in a clear and compelling
way, strengthening our growth and development opportunities through actionable development plans and consistent
performance feedback, monitor and act on dy namic feedback coming through monthly engagement surveys/exit inter-
views, ensuring fair and competitive total rewards.

Monitoring and controlling our own costs coupled with t he continued operating model simplification will help ensure
Cement remains stable, while our significant exposure to copper and gold will help build resilience against volatile com-
modity prices within Mining.

During 2022, we achieved positive results from our Cement business re-shaping to mitigate the challenging market con-
ditions characterised by lack of global growth and overcapacity in the market, while at the same time repositioning our
Cement business for the green transition. This continues to be an ongoing process.

To minimise the risksin Mining, we remain selective in taking on large, complex orders and focus on building a quality
order backlog. In addition, we have a strategic focus on value over volume, expanding our share of services and stand-
ardised equipment to support our transition to becoming a service-led business.
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As our digital offerings continue to grow there is tremendous poten-
tial in applying our digital solutions to a sustainability context, how-
ever as this opportunity grows, so does the risk of cyber-crime. A so-
phisticated cyber-attack could disrupt the day -to-day operations for a
period of time, resulting in delays to customers and additional costs
to get the business up and running again.

We have seen a decrease in the number of workplace injuries during
2022. Building a culture of health and safety across our own sites
uyy u- 8-2 x-«-a8¥z23«E « X882z =
taken seriously as it can result in a loss of trust from employees and
customers. The domino effect that a serious or fatal injury potentially
coudhave 8§} -~z 8§2}u} «u- 8] E« 22z"-
and supplier could be significant.

We saw the actualisation of this risk in 2022 fuelled by the war in
Ukraine. Polarisation and tensions between major world economies
continues to create instability, which not only poses a threat to our
project execution ability in some regions and increases the risk of de-
lays and disruptions, but could force us to permanently close down
offices as was the case for our Russian operations. Threat of sanc-
tions in specific markets and the risk of commoditising of the mining
industry are all rel ative risks.

As a key driver for the mining and cement industries, the success of
our business depends on our ability to develop sustainable products
and solutions. With increased global awareness on health, safety
and the environment, sustainable solutions represent a huge oppor-
--1 2%t U« 8§-2 fu?}lz«a z| ® 28| ¥z
of our products.

Digitalisation is a major driver for change, representing a huge oppor-
tunity for sustainable productivity improvements. We continue our
strong focus on sustainable innovations that enables customers to
improve their operations and helps us to expand to mid-market and
single-equipment suppliers enabling us to capture a larger share of
the market for services.

Cement business

Non-Core Activities Financial performance Governance Financial statements =

Itis essential for us to secure the customer assets delivered by FLSmidthand we are working towards the full cyberse-
curity certification (IEC62443) in this area We have continuous focus on IT Security and awareness throughout the or-
ganisation. There are regular audits and security updates as well as continuous analysis of existing controls. Contin-
gency plans, cloud-based solutions, cyber awareness training modules, multi-factor authentication, anti-virus and patch
management, behaviour analysis and an IT Security Committee all help to mitigate the potential impacts .

The Group has zero tolerance for safety risks both at third party sites as well as its own. Safety is a high priority for eve-
ryone. In 2022, we launched new cross-functional auditing procedure for ISO certifications, introduced new documenta-
tion control system and launched an injury campaign, eliminating approximately 240 hand injury risks. Safety audits are
conducted by management, all employees are required to participate in safety training annually, safety shares and re-
cording of near misses are mandatory. Focus on workload and employee engagement as well as mental h ealth semi-
nars help to educate our employees on the importance of a healthy work-life balance and empower them to take re-
sponsibility for ensuring they have the necessary information needed to perform their responsibilities safely .

We continue to review our footprint and expand with strategic investments. Our procurement optimisation continues to
focus on strategic, global sourcing and building relationships with multiple suppliers to protect supply chain and logis-
tics operations where we have achieved operational efficiencies while maintaining resilience and flexibility within our
supply chain. We also have a standardised due diligence process in place where we screen sales agents and distribu-
tors, customers, contractars and suppliers. We continue to develop our due diligence process as our business environ-
ment evolves.

MissionZero is an integral part of our risk mitigation strategy and presents a great opportunity to reduce emissions in
both the mining and cement industries. To better understand and evaluate climate-related risks and opportunities, we
have started to implement the recommendations from the Task Force on Climaterelated Financial Disclosures (TCFD).
This is an ongoing process. More information on how we evaluate risks using the TCFD can be found in our Sustainabil-
ity Report. For information on our position on coal mining, please see the Sustainability Report.

With the launch of digitally enabled product s and digital offerings aimed at increasing productivity at customer sites and
the implementation of artificial intelligence in parts of Procurement, Finance and other Group Functions, the company
continues to improve sustainable productivity in-house. Through our own technology centres, collaborations with cus-
tomers at their sites and partnerships with third parties, we are working together to co-create new solutions.
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Business Mining business

Corporate governance

The Board of Directors
continually evaluates the work
of the Group Executive
Management by specifying
targets and assessing at

what level or de gree such
targets have been met.

The following statutory statement (including the
Corporate Governance section, the Remuneration
section, as well as the overview of the Board of Di-
rectors and Group Executive Management) is pro-
vided pursuant to the Danish Financial Statements
Act Sections 99d, 104and 107b.

The adoption of a resolution to amend the Com-
"u | * E« ZAssociatiénorio wgndl up the
Company requires that the resolution is passed by
not less than two thirds of the votes cast as well
as of the share capital represented at the General
Meeting.

Management structure

According to general practice in Denmark,
FLSmidth maintains a clear division of
responsibility and separation between the Board
of Directors and the Group Executive Manage-
ment.

The Group Executive Management is responsible
for the day-to-day business of the Company, and
the Board of Directors oversees the Group Execu-
tive Management and handles overall managerial
issues of a strategic nature. Foradditional infor-
mation please refer to: www.flsmidth.com/en-
gb/company/investors/governance .

The Board of Directors

The Board of Directors is elected at the Annual
General Meeting apart from the Board members
who are elected pursuant to the provisions of the
Danish Companies Act on employee representa-
tion. Board members elected at the Annual Gen-
eral Meeting constitute no less than five and no
more than eight members, currently six members,
in order to maintain a small, competent and quor-
ate Board. The members of the Board elected at
the Annual General Meeting retire at each Annual

2022 2021
Number of registered shareholders (1,000) 54 54
Treasury shares (1,000) 914 (1.6% 925 (1.6%)
Numbers of shares held by Board and Group Executive Management (1,000) 74 94
Total Board remuneration (DKK) 6.6m 6.5m
Total Executive Management remuneration (DKK) 25.8m 39.0m
Number of Board members (elected at the AGM) 6 6
Female representation on Board of Directors (elected at the AGM) 33.0% 33.0%
Independent directors, excluding employee elected members 100.0% 83.0%
Number of board committees 4 4
Number of board meetings held (overall meeting attendance%) 14 (100% 15 (100%

FLSmidth s Annual Report 2022

Cement business

Non-Core Activities

General Meeting. Re-election may take place. The
Nomination Committee identifies and recommends
candidates to the Board of Directors.

Pursuant to the provisions of the Danish Compa-
nies Act regarding employee representation, FLS-
¥ y-~E« z¥"£8+tzz« Uu?z X
the Board by three members who are elected for

a term of four years. The most recent election took
place in 2021, where two new members joined the
Board.

Immediately after the Annual General Meeting,

the Board of Directors elects, among its own mem-
bers, a Chair and a Vice chair. A job and task de-
scription have been created and outlines the du-
ties and responsibilities of the Chair and the Vice
chair.

Board meetings are called and held in accord -

uj xz -~z [8u?yE« 2
annual plan. In general, between six and eight or-
dinary Board meetings are held every year. How-
ever, when deemed necessary, additional meet-
ings may be held and the meeting frequency has
been higher in recent years. To enhance Board
meeting efficiency, the Chair conducts a planning
meeting with the Group CEO prior to each Board
meeting. 14 Board meetings were held in 2022.
Apart from contemporary business issues, the
most important issues dealt with in 2022 were:

the war in Ukraine, establishment of Non-Core Ac-
tivities, new strategy, de-risking of portfolio, finan-
cial risks, sustainability, simplification of CementE «
operating model, diversity and the acquisition and
integration of the Mining Technologies (ex-TK)
business.

- ~

Financial performance
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Shareholders

Board of Directors
(6 AGM and 3 employee elected members)

Chairship Compliance Chair

Nomination

. Audit Committee
Committee

Compensation
Committee

Technology
Committee

Group CEO

Group Executive Management

£z« 8{ - a§xz¥—_az ugy

All members of the Board of Directors partici-
pated, physically or virtually, in all relevant board
and committee meetings in 2022, except one
member who was unable to attend one Board
meeting and another Board member who was un-
able to attend two Board meetings due to conflict-
ing appointments. To achieve a highly informed
debate with Group Executive Management, the
Company strives for Board membership profiles
that reflect substantial managerial experience
from internationally operating industrial compa-
nies.

-

At least one member of the Board must have CFO
experience from a major listed company, and
amongst the other members there should be a
strong representation of experienced CEOs from
major internationally operating and preferably
listed companies. The composition of the Board of
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Directors reflects that the majority of members The Nomination Committee The Audit Committee
elected at the Annual General Meeting hold s The Nomination Committee consists of Tom The Audit Committee consists of Anne Louise
competencies in acquisition and sale of compa- Knutzen (Chair), Mads Nipper and Thrasyvoulos Eberhard (Chair), Mads Nipper and Gillian Dawn
nies, financing and stock market issues, interna- Moraitis. In2022, the Nomination Committee met Winckler who are all independent and hav e con-
tional contracts and accounting. In addition, it is twice. Its main activities in 2022 have been re- siderable insight and experience in financial mat-
preferable that Board members have a back- lated to assessing the composition and competen-  ters, accounting and auditing in listed companies.
ground in construction contracting and possess cies of the Board of Directors and the succession
technical expertise on process plants and process planning. In 2022, the Audit Committee met six times and
technology, including minerals and/or cement. -~z X8¥Y¥ --zzE« ¥u | uxn~ -z« Tz%z -8 x8!« yza

The Compensation Committee specific financial risk, including tax risk, account-
All six members of the Board elected at the An- The Compensation Committee consists of Tom |ng and auditing matters, as well as paymg spe-
nual General Meeting are independent in the Knutzen (Chair), Mads Nipper and Thrasyvoulos cial attention to financial processes, internal con-
opinion of the Board of Directors and accordingto \joraitis. The Compensation Committee metfive trol environment and cyber security.
the criteria specified py the Cqmmlttee on Corpp- 4 Y7« ' 0-00M N~z X8¥¥ --2zzE« ¥U ! UX= ® - 2z«
rate Governance, which is an independent Danish 2022 were related to the approval of incentive A particular focus area in 2022 has been to pre-
body promoting corporate governance best prac- plans and overall remuneration schemes for pare for the integration and the integration itself
tice in Danish listed companies. Group Executive Management and the manage- connected to the acquisition of the Mining Tech-

ment layer reporting to the Group Executive Man- nologies (ex-TK) business.
As part of its annual plan, the Board of Directors agement.
performs an annual self-evaluation to evaluate
the contribution, engagement, and competencies
of its individual members. The Chair is responsible
for the evaluation.
Meeting attendance in 2022

Board Audit Committee Compensation Committee Nomination Committee Technology Committee

Board of directors meetings attended meetings attended meetings attended meetings attended meetings attended
Tom Knutzen (Chair) 14/14 6/61+ 5/524 2/22+4
Mads Nipper (Vice chair) 9/9 5/5 3/3 1/1
Richard Robinson Smith 12/14 3/32+4
Anne Louise Eberhard 14/14 6/6%
Gillian Dawn Winckler 13/14 6/6
Thrasyvoulos Moraitis 14/14 5/5 22 3/3
Claus Dstergaard (employee-elected) 14/14
Leif Gundtoft (employee-elected) 14/14
Carsten Hansen (employee-elected) 14/14 3/3
Vagn Sgrensen, left the Board in 2022 5/5 1/2 2/23 1/®
1) Voluntary participation (not member of Audit Committee)
2) Committee Chair
3) Chair of Committee until AGM March 2022
4) Chair of Committee from AGM March 2022
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The Technology Committee Group Executive Management as well as among FLSmidth has gone through over the past several
The Technology Committee consists of three managers and employees. In connection with rec-  years.
Board members, Richard Robinson Smith (Chair), ommendations and appointments, diversity is de-
Thrasyvoulos Moraitis and Carsten Hansen. The liberately taken into account when considering Presentation of financial statements
Technology Committee met three times in 2022. the profiles and qualifications of potential candi- and internal controls
With a clear focus on sustainability, the main tasks ~ dates. ng z}«-2z =~z ~ }~ ©-Uf -t 8
in 2022 were to monitor the major de velopment reporting, the Board of Directors and the Group
projects across the two industries, to ensure the At the end of 2022, women accounted for 33% Executive Management have adopted a number
right and appropriate KPlIs are set for R&D pro- (end 2021: 33%) of the shareholdeelected Board of policies, procedures and guidelines
jects, as well as finalising the evaluation of the members, fulfilling the target that a minimum of for the presentation of the financial statements
key IP coming in with the Mining Technology busi- ~ 25% ofthe members elected at the Annual Gen- and internal controls which can be found at:
ness. Furthermore, evaluation and removal of re- eral Meeting should be women. www.flsmidth.com/en-gb/company/investors/gov-
dundant technologies were performed. ernance

At the end of 2022, women accounted for 19%
Group Executive Management (end 2021: 17%) of the total workforce, while 14% of Policy on Data Ethics

all managers were women (end 2021: 14%). By
2030, our target is that 25% of our entire work-
force and people managers should be women.
When filling vacancies, there should be a diverse
slate of candidates, including women, to select

The officially registered Executive Management of
FLSmidth consists of the Group CEO and the
Group CFO.

In 2022, FLSmidth issued its Policy on Data Ethics.
The policy addresses the data ethic principles ap-
plied by FLSmidth and describes the approach to
data processing covering all data types. When us-
Group Executive Management holds the overall from and we have a taret to fill ¢ ing artificial intelligence and the like, we strive to
responsibility for the day-to-day operations and . i get to fill one out of every ensure that the results are not discriminatory or bi-
consists of eight Group Executive Vice Presidents, three openings with a woman. ased. The short and long-term consequences of

including the Group CEO. The members of the data processing activities, especially,when new
Group Executive Management are all experienced -z -8 _fm¥ y--E« }ESWUE techno]zoéilfs ,apxpﬁzed’ aré cor%:i e%e(aj an§tﬁe im-

. . ) ’ . countries, the overall workforce naturally reflects ) )
business executives having vast experience in a multitude of cultures and nationalitiesyThe pact on the data subjects are taken into account.
managing global businesses and teams. Board of Directors has set a long-term éoal ac- Security of data is important to us. FLSmidth ad-
heres to the six fundamental ethical values devel-

cording to which global managers should to a .
. ) oped by the expert group on data e thics to the
greater extent reflect the representation of nation- ) ) . )
Danish Data Ethics Council. Group Legal is the

alities among all employees and the geographical )
ES§xu- §! §{ _fm¥ yo-~E« -WErPHERONCY L v a1 Jzic
mark (22% of the total workforce) and the USA (5%
of the total workforce).

During 2022 new members of the Group Execu-
tive Management are the two Business Line Presi-
dents in the Mining segment, Joshua Meyer (Ser-
vice) and Chris Reinbold (Producs). JoshuaMeyer
joined FLSmidth in 2022, holds an MBA, and has
experience from Terex, Metso and Caterpillar.
Chris Reinbold holds an MBA and has had various
management positions at ABB and joined FLS-
midth in 2020. Moreover, Asger S.B. Lauritsen who
was previously Chief Procurement Officer, took
over additional roles as Group COO and Cement
President.

For additional information please refer to:
www.flsmidth.com/data-ethics

Today 66% (2021: 50% of Group Executive Man-
agement and 94% (end 2021: 91%) of the total
number of employees have a nationality other
than Danish.

FLSmidth is a learning organisation, and our peo-
ple are our most valuable resource. 41% of the
workforce is below the age of 40. 56% have less
than 5 years seniority, which reflects the transition

Diversity in Board and Management
The Board of Directors of FLSmidth continually
evaluates the diversity of the Board and the
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Sustainability Report

Concurrently with the Annual Report, FLSmidth
has published its annual Sustainability Report cov-
ering non-financial performance related to envi-
ronmental and socio-economic impacts. The re-
port has been published every year since 2010,
guided by Global Reporting Initiative (GRI) stand-
ards, and is prepared in compliance with sections
99a, 99b and 107d of the Danish Financial State-
ments Act and EU taxonomy regulation disclosure
requirements. As of 2022, we no longer publish a
GRI index. The report also serves as the Cormu-
nication on Progress to the United Nations Global
Compact. The report has received limited assur-
ance performed by EY. The report is available at:

www.flsmidth.com/SustainabilityReport2022

FLSmidth s Annual Report 2022
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Compliance with recom mendations for

corporate governance

j-2«-Uu} 2 28 hu«yu© \ 8" z]
Market Rulebook for Issuers of Shares, Danish
companies must provide a statement on how they
address the recommendations on Corporate Gov-
ernance issued by the Committee on Corporate
Governance in December 2020 based on the
Frx8¥" £+ §2 z °(httpsu/cofpdrategév- |
ernance.dk/english).

_fm¥ y-~E« "8« = §]
dation is summarised in the corporate govern-
ance statement available at:

www.flsmidth.com/en-gb/company/investors/gov-
ernance/governance-reports

c | -~z [8u@yE« 8§ | 8§10
recommendations on corporate governance appli-
cable to Danish listed companies, except 3.5.1 re-
lated to external assistance in connection with
evaluation of the performance of the Board of Di-
rectors, where the company only complies par-
tially.

Cement business

§4 z

Non-Core Activities Financial performance

Employees
Geographical distribution
12%

26%

20%

25%

Employees
Length of service

f
37%

Employees
Age distribution

7% 11%

33%

Governance Financial statements =

= North America

® South America

Europe, North Africa,
Russia

® Sub-Saharan Africa,
Middle East & South Asia

= Asia, Australia

<2 years
m2-4 years
5-10 years

m>10 years

B <30 years

m30-39 years
40-49 years

m50-59 years

m>59 years
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Board of directors

Name
Age
Nationality
Gender

Member of the Board since

Number of shares in FLSmidth

Executive and non -executive
positions in Denmark

Executive and non -executive
positions outside Denmark

FLSmidth s Annual Report 2022

Tom Knutzen, Chair
60

Danish

Male

2012, Chair since 2022 (elected at the
AGM). Chair of the Nomination and Com-
pensation Committees

50,000

Chair of the Board of Directors of Tivoli
A/S and Chr.Augustinus Fabrikker A/S.
Vice Chair of the Board of Directors of
Jeudan A/S

Member of the Board of Directors of
Givaudan SA (CH) and Jungbunzlauer
Holding AG (CH)

Mads Nipper, Vice chair

56
Danish

Male

2022 (elected at the AGM). Member of
the Audit, Nomination and Compensa-

tion Committees
1,220
CEO of @rsted A/S

None

Cement business

'

Richard Robinson Smith

57
German/American

Male

2016 (elected at the AGM). Chair of the

Technology Committee

500

None

CEO of KION Group AG (DE)

Non-Core Activities

Financial performance

Anne Louise Eberhard

59
Danish
Female

2017 (elected at the AGM). Chair of the
Audit Committee

2,000

Chair of the Boards of Directors of Finan-
siel Stabilitet SOV, Moneyflow Group

A/S and Moneyflow 1 A/S. Member of the
Board of Directors of Den Danske Unicef
Fond, Bavarian Nordic A/S, Knud
Hgjgaards Fond, Oterra A/S and VL52
ApS. Faculty Member at Copenhagen
Business School (CBS Executive, Board
Education). Director EA Advice ApS

None

Governance

Financial statements =

Gillian Dawn Winckler
60

British/Canadian
Female

2019 (elected at the AGM).Member of
the Audit Committee

1,000

None

Chair of the Board of Directors of Pan
American Silver Corporation (CA). Mem-
ber of the Board of Directors of West
Fraser Timber Limited (CA), ad BC
Parks Foundation (CA), a norprofit or-
ganization, and Director with Sinova
Global Inc. (CA)
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Board of directors

Cement business

- Continued
|
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Name Thrasyvoulos Moraitis Claus @stergaard
Age 60 56
Nationality British/Greek Danish
Gender Male Male

Member of the Board since 2019 (elected at the AGM). Member of the Tech
nology Committee, Nomination Committee and

Compensation Committee.

Number of shares in FLSmidth 1,000 429

Executive and non -executive None None
positions in Denmark

Member of the Board of Directors of Reload Greece ~ None
Foundation (GR). CEO of Serra Verde Group (CH). Ad-
visor and principal in Vision Blue Resources (UK)

Executive and non -executive
positions outside Denmark

Board competencies CEO _ Fmapce, Strategy M&As, Joint
(operational) ~ Audit Development ventures,
experience Committee, Alliances

Accounting,
Treasury

Board of directors

Tom Knutzen (Chair) X X X X

Mads Nipper (Vice Chair) X X

Richard Robinson Smith X X

Anne Louise Eberhard X X

Gillian Dawn Winckler X X

Thrasyvoulos Moraitis X X X

Claus @stergaard (employee-elected)
Leif Gundtoft (employee-elected)
Carsten Hansen (employee-elected)

FLSmidth s Annual Report 2022

2016 (elected by the employees)

Non-Core Activities

Financial performance
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»

)

Leif Gundtoft
61

Danish

Male

2021 (elected by the employees)

Governance Financial statements =

Carsten Hansen

59
Danish
Male

2021 (elected by the employees)
Member of the Technology Committee.

128 52
None None
None None
Capital Risk Manage- HR, Total Safety, Digital Cementand Commercial Related Service,
markets, ment, Legal, Rewards & Health, transfor - Mining and Project Industrial Aftermarket
Listed Compliance  Labour Environment, mation, Industry excellence experience experience
company Sustaina- Technology  Knowledge/
experience bility advance - Experience
ment
X X
X X X X
X X X X
X X X X
X X X
X X X
X X X
X X X
X X X

57



Introduction Highlights Business Mining business Cement business Non-Core Activities Financial performance

Group executive management

Name Mikko Keto Roland M. Andersen Asger S.B. Lauritsen

Title Group Chief Executive Officer Group Chief Financial Officer Group COO & Cement President
Employed by FLSmidth since 2021* Employed by FLSmidth since 2020* Employed by FLSmidth since 2016

Age 55 54 56

Nationality Finnish Danish Danish

Gender Male Male Male

Education MSc Economics from Helsinki School of MSc Corporate Finance, Executive Management MSc University of Copenhagen, MBA (IMD), GMP
Economics Programme, London Business School (INSEAD)

Number of shares in FLSmidth 2,600 10,740 1,335

Past experience Numerous senior management positions with Metso ~ CFO with NKT (20152020), Interim CEO with NKT Various management positions;
2010-2020, most recently President for Services (20182019). Prior to that various CFO roles in A.P.  Head of Operations, Technical, and Supply Chain
and Pumps business areas. Head of Sales, KONE ~ Moller ®Maersk, Telenor/Cybercity and Torm in DS NORDEN (2012016); Executive Committee,
corporation 2008 -2010. Danish Shipowners Association and Intertanko
Various management positions in multiple countries (20142016); Maersk Line (20062014)- CPO, Head
with Nokia Networks 1994-2008. of Operations Execution & Supply Chain; A.P.

Mgller-Maersk (2004-2006), e.g., CEO of regional
cluster Pakistan/Afghanistan; CEO, ROSTI Contain-
ers (2001-2004); Executive Vice president, Sales &
Marketing, DISA (19972001); Company Secretary,
Business Unit Head of vaious A.P. MgllerMaersk
entities (19921997)

Non-Executive positions Member of Board of Directors Normet Group None None

Governance Financial statements =

Chris Reinbold

Mining, Products Business Line President
Employed by FLSmidth since 2020

56
American
Male

Master of Business Administration, Finance, Indiana
University, B.S. Mecharical Engineering, University
of lllinois.

0

Senior Vice President, Global Product Line Manage-
ment, FLSmidth. Various managerial positions at ABB
(19892020), Group Vice President, Global Product
Group Manager; Region Division Manager, Southeast
Asia; Senbor Vice President, Head of US Power Sales;
Senior Vice President, HV Products North America

None

* Registered with Erhvervsstyrelsen (The Danish Business Authority)Trading in FLSmidth shares by executives and associated persons is only reported for executives registered with Erhvervsstyrésen (The Danish Business Authority)
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Group executive management

- Continued
Name Joshua Meyer Annette Terndrup
Title Mining, Service Business Line President Chief Legal and Strategy Officer
Employed by FLSmidth since 2022 Employed by FLSmidth since 2004
Age 47 53
Nationality American Danish
Gender Male Female
Education MBA, UNC KenanFlagler Business School Master of Law (Denmark) and LLM (England)

BSB, University of Minnesota- Carlson School of
Management

Number of shares in FLSmidth 0 2,546

Past experience Vice President Global Sales in Genie/Terex (2019
2022), Senior Vice President in Metso (20172019),
Region Mining Manager/Commercial Director in
Caterpillar Inc. (20122017), Various managerial po-

sitions in Caterpillar Inc. (19982012).

Head of Group Legal (20132016). Various manage-
rial positions in FLSmidth (2006-2013). Corporate
counsel FLSmidth (2004-2006).

Lawyer Ashurst 19982003. Trainee lawyer Lett, Vil-
strup & Partnere 19941997

Non-Executive positions None None

FLSmidth s Annual Report 2022
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Financial performance

Cori Petersen

Chief HR Officer

Employed by FLSmidth since 2016
53

American

Female

.S. in Business Administration: Human Resource
Management, Senior Professional in Human Re-
sources. Certified by Human Resource Certification
Institute

918
Director Human Resources, US, FLSmIdtl2016),
Director, Human Resources, North America,

FLSmidth (2017). Various managerial positions in
Rio Tinto (20112016). Various managerial and
specialist positions (19872011)

Member of Board of Directors AmCham Denmark

Governance Financial statements =

Mikko Tepponen

Chief Digital Officer
Employed by FLSmidth since 2020

43
Finnish
Male

MSc Automation Technology

0

Vice President, Digital Product Development at
Wartsila. Director of Digitalisation at Wartsila. Sen-
ior Manager, Product Management, Digital Services
at Outotec

Member of Board of Directors Etteplan Oyj
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Remuneration

Total remuneration to Board of
Directors and Group Executive
Management registered with
Danish Business Authoritiy
decreased compared to 2021.

In 2021, the remuneration was impacted by the
severance package agreed with the former Group
CEO and from discretionary cash bonuses to the
Group CEO and Group CFO for their part in reach-
ing an agreement to acquire Mining Technologies
(ex-TK). In 2022, the remuneration includes a
above target payout under the short-term incen-
tive programme due to a performance significantly
above target.

Base salary

The new Group CEO entered service 1 Janary
2022 and has not received any base salary ad-
justment in 2022. An adjustment of +3.0% to
Tag-" \ _i E«x ¥8§| -~£#
2022.

WU « Z

Short-term incentive programme

The pay-out under the short-term incentive pro-

gramme reflects that performance is significantly
above target for the financial KPIs (order intake,
revenue contribution margin, EBITA margin and
CFFO).

Long-term incentive programme

In 2022, management received no pay-out for the
long-term incentive programmes (LTIP) for the per-
formance periods 2019-2021.

FLSmidth s Annual Report 2022

Business Mining business

The KPlIs for the 2022 LTIP grant are: EBITAnar-
gin, total shareholder return and a sustainability -
linked KPI.

Remuneration of Group Executive
Management

The Board has adopted overall guidelines for in-
centive pay for the Group Executive Management
establishing a framework for variable salary com-
Y ' §ayza -§ -and”
long-term goals. The purpose is to ensure that the
remuneration structure does not lead to impru-
dence, short-term behaviour or unreasonable risk
acceptance on the part of the Group Executive
Management.

Z: -«

n~z [8udyE« \ 8§¥" z|
on a regular basis the Group Executive Manage-
¥z -E« 2z¥-12z%u- §| M

«u-

The total remuneration of the Group Executive
Management consists of the following compo-

nents:

«uUfud+ U« ¥uyz '

@

Base salary

Short-term incentives in the form of a cash bo-

nus (up to 75% of annual base salary)

y Long-term incentives in the form of performance
shares (up to 100% of base salary)

y Other incentives of up to 150% of the annual
base salary in cash and/or in shares
so” -8 /6 ¥8| -~«E |

tion of employment and severance payment

§{ u ¥u° ¥-¥ §{ 4
y Customary benefits such as company car, tele-
phone, etc.

@

Cement business

§ 1

Non-Core Activities Financial performance Governance

Remuneration facts

Remuneration of the

Board of Directors

n~z [8u?y §{ ] @zx-82«E
sists of an annual cash payment for the current fi-
nancial year, which is submitted for approval at

the Annual General Meeting. The Board of Direc-

- 82 «E {z2z« redapproveddy theuGert +
eral Meeting for the year in question and then fi-
nally approved by the shareholders at the
§ELELEET M¥}y+rzHBHE&E«~82hz23UuE ¢

the final fees, shareholders may take unexpected

workload into consideration and increase the pre-

liminarily approved fees for all or some members

8§ { -~z [8u?y §{ ] az7zx-8a«M n~7 Fregnav 8&I{ 1

fees do not include incentive-based remuneration. Total remuneration of the
Board of Directors , DKKm

A detailed description of the

in the remuneration report.

Caslgpayfment is unehange8l from 202% @nckcon-
sists of a base fee of DKK 450,000 to each Board

member, graded in line with additional tasks and 2022 _ 6.6
responsibilities as follows:
g Ordinary Board members 100% of the

base fee 2020 6.4

Board Vice chair 200% of the base fee
Board Chair 300% of the base fee
Committee Chair fee DKK 225,000
Committee members fee DKK 125,000

@ a «

Financial statements

of the Board of Directors and

- sremuneration of individual members =

Executive Management is disclosed

a7y -82a«E

Total remuneration of Executive

The Chair and Vice chair do not receive payment
for committee work. The fee structure was last ad-
justed in 2017.

Management registered with the
Danish Business Authority , DKKm

s+ xz | -z 2021~ §{ -z+¥ {uc 2z [N =
The remuneration report can be found here:
¥ § | - ~ wwiEw.flsmidthzomkRerfiunerationReport2022 2021 _ 39.0
2020 18.6
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Shareholder information

Capital and share structure

FLSmidth & Co. A/S is listed on Nasdag Copenha-
gen. The share capital is DKK 1,153,000,000 (end
of 2021: DKK 1,153,000,000) and the total number
of issued shares is 57,650,000 (end of 2021:
57,650,000).

Total shareholder return was 4%
in 2022. Dividend of DKK 3 per
share is proposed.

Each share entitles the holder to 20 votes. The

FLSmidth & Co. A/S share is included in approxi-
mately 195 Danish, Nordic, European and global
share indices, including the leading Danish stock

index C25.
Development in shareholder structure
%
100 I
90 I
80
70
60
50 ——
40 — I
30
20
10
0
2018 2019 2020 2021 2022

® Danish (private)
B FLSmidth & Co. A/S
mNovo A/S

= Danish (institutional) Non-registered
Lundbeckfond Invest A/S

Bestinver Gestion S.A SGIIC

Foreign
® Franklin Mutual Advisors

*Change in methodology for differentiating between Danish retail and institutional investors
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The company had approximately 53,500 share-
holders at the end of 2022 (end of 2021: approxi-
mately 54,000). In addition, around 1,590 present
and former employees hold shares in the com-
pany (end of 2021: approximately 1,670).

At the time of issuing the 2022 financial state-
ments for FLSmidth& Co. A/S, FLSmidth & Co. A/S
had two major shareholders - Lundbeckfonden,
Scherfigsvej 7, 2100 Copenhagen @ and Altorin-
vest 7 AS, TjuvholmenAllé 19, 0252 Oslo. Both
have disclosed holdings of voting rights exceeding
10% of total outstanding voting rights.

The combined share of Danish retail and institu-
tional investors excluding Lundbeckfonden, was

37%bytheendof0 - 0O0OM _ f m¥
treasury shares remained at 1.6% (2021: 1.6%)

Share price development in 202 2
Volume, 1,000 Share price DKk

1,000 270

500

‘ 170

2022 ==

N N N N N N N N N N
N N N N N N N N N N
o O O O O o o O O o
N N N N N N N N N N
\\\\\\\\\\\\
- N ™ < wn O N~ oo} o O — N
©O O © O © O © O © o d d
\\\\\\\\\\\\
— — o I ~ ~ b=l — —
O O O O O O o o o o o o
mmmmm Daily volume Share price

y = ~E«

Governance Financial statements =

Return on the FLSmidth share in 202 2
The total return on the FLSmidth & Co. A/S share
in 2022 was 4%(2021: 6%), calculated as share
price appreciation and dividend paid .

The share price ended 2022 at 251.7 compared to
244.3 at the end of 2021, having traded between
260.7 and 164.35 duringthe year. Total share-
holder return was included as a KPI in the long-
term incentive program during 2022.

~8£y |} §{

Financial calendar 202 3

29 Mar 2023  Annual General Meeting
First quarter

11May 2023 Interim Report 2023
Half year

15Aug 2023 Interim Report 2023

09 Nov 2023 Nine months

Interim Report 2023
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Capital structure and allocation in line with our targeted pay -out ratio, to be dis- To achieve these goals, an open and active dia-
FLSmidth takes a conservative approach to capi- tributed in 2023. logue with the capital markets takes place Share information
tal structure with an emphasis on relatively low through stock exchange announcements and fi-
debt, gearing and financial risk. The Board of Di- FLSmidth Investor Relations nancial reporting, investor presentations,
®zx-~8%«E " 8% % {8§2: xuFLSmidiEengagesin anepeﬁ and activedialegue{ § Web&asts  conference calls and other forms of Market Nanaﬂ
A~ A~z XU“ AUE ¥u? ¢z - « Plecionic communicatipryinvgstormeetingg (padz x Copenhagen
v Leverage (NIBD/EBITDA < 2) to have an appropriately diversified shareholder shows, AGMs and capital market days
y Dividend pay-out ratio (30-50% of net profit) base in terms of geography, investment style and

time horizon. Accordingly, the purpose of Investor ~ FLSmidth & Co. A/S is generally categorised as a
c! uyy - 8§! 0 -~z [S§u?y §Reldiondigztx ~§2 «E "~ & §a -+ { §eapitalgoodsgrindustrial company and is cur-

tal allocation is to ensure a strong balance sheet rently being covered by 12 equity analysts, 7 of DK0010234467
while allowing for growth investments and value - s Ensure compliance with relevant rules and regu- ~ Which are based outside Denmark.
adding M&A. Excess cash can be distributed either lation for companies listed on Nasdag Copenha-
via extraordinary dividends or share buyback pro- gen For further details regarding analyst coverage, Number of shares 57,650,000
grammes. g Ensure that FLSmidth is perceived as a visible, please see the company website:

accessible, reliable and professional company www.FLSmidth.com/analysts
On 31August 2022, FLSmidth completed the ac- by the capital markets Sector Construction
quisition of Mining Technologies (ex-TK) business. s Ensure that relevant, accurate, balanced and All'investor relations materials and investor rela- and Materials
The acquisition was mainly financed by proceeds timely information is made available to the capi-  tions contact information are available to inves-
from the issuance of new share in Q3 2021 accom- tal markets as basis for regular trading and fair tors at the company website: ICB Code
panied by drawings on committed debt facilities pricing of the shares www.FLSmidth.com/investos

s Ensure that the Board of Directors and Group

The Board of Directors will propose at the Annual Executive Management are briefed on relevant Segment
General Meeting that a dividend of DKK 3 per information received based on dialogue with in-
share (2021: DKK3 per share), corresponding to a vestors, analysts and other stakeholders

dividend yield of 1.26 and a pay-out ratio of 49%,

Share and dividend key figures

2018 2019 2020 2021 2022

CFPS (cash flow per share), DKK (diluted) 7.7 18.9 28.3 27.8 17.0
EPS (earnings per share), DKK (diluted) 12.8 15.5 4.2 6.9 6.5

BVPS (book value per share), DKK 161 171 159 180 188
DPS(dividend per share), DKK, proposed 9 0 2 3 S

Pay-out ratio (%) 72 - 50 48 49

Dividend yield 3.1 0.0 0.9 1.2 12

(dividend as percent of share price end of year)

FLSmidth & Co. A/S share price, end of year, DKK 293.1 265.4 232.8 244.3 251.7
Listed number of shares (1,000), end of year 51,250 51,250 51,250 57,650 57,650

Number of shares excl. own shares (1,000), end of year 49,866 50,056 50,152 56,725 56,736

Average number of shares (1,000), (diluted) 50,051 50,092 50,153 52,080 56,879

Market capitalisation, DKKm 15,021 13,602 11,93 14,084 14,51
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Financial statements

Notes DKKm 2022 2021 Notes DKKm 2022 2021
1.4 Revenue 21,849 17,581 Profit for the year 352 357
Production costs (16,773) (13,401
Gross profit 5,076 4,180 Items that will not be reclassified to profit or loss:
Sales costs (1,704) (1,314 Actuarial gains and losses on defined benefit plans 101 70
Administrative costs (2,170) (1,506) 4.3,4.4 Tax of actuarial gains and losses on defined benefit plans (24) (15)
Other operating income 98 41
EBITDA before special non -recurring items 1,300 1,401 Items that are or may be reclassified subsequently
1.7 Special non-recurring items 0 (57) to profit or loss:
2425 Depreciation and impairment of property, (357) (314) 5.3 Currency adjustments regarding translation of entities 149 467
plant and equipment and lease assets 5.5 Cash flow hedging:
EBITA 943 1,030 - Value adjustments for the year (28) (39)
2.2 Amortisation and impairment of intangible assets (324) (362) - Value adjustments transferred to work in progress 12 (11
EBIT 619 668 4.3,4.4 Tax hereof 8 15
5.4 Financial income 1,588 870 Other comprehensive income for the year after tax 218 487
5.4 Financial costs (1,655) (951)
EBT 552 587 Comprehensive income for the year 570 844
4.1 Tax for the year (201) (213)
Profit for the year, continuing activities 351 374 Attributable to:
1.2,2.11  Profit/(loss) for the year, discontinued activities 1 (17) Shareholders in FLSmidth & Co. A/S 587 844
Profit for the year 352 357 Minority interests ()] 0
570 844
Attributable to:
Shareholders in FLSmidth & Co. A/S 370 358
Minority interests (18) (1)
352 357
5.2 Earnings per share (EPS):
Continuing and discontinued activities per share (DKK) 6.5 6.9
Continuing and discontinued activities per share, diluted (DKK) 6.5 6.9
Continuing activities per share (DKK) 6.5 7.2
Continuing activities per share, diluted (DKK) 6.5 7.2
5.1 Proposed dividends per share (DKK) 3.0 3.0
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Cash flow statement

Mining business

Cement business

Non-Core Activities
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Cash flow from investing activities comprises pay-

Notes DKKm 2022 2021 Accounting policy
1.2 EBITDA before specialnon-recurring items 1,300 1,401  The cash flow statement is presented using the in- ~ MeNts m.a(.j(.e and cash received in c.:onnection with
1.2 EBITDA, discontinued activities (10) (19)  direct method and shows the composition of cash the acquisition and.dlspo.sal Of_ pusmesses and )
Adjustment for special non-recurring items, gain on sale of 4 (56) flow divided into operating, investing and financ- non-current assets including dividend from associ-
property, plant and equipment and non -cash items ing activities for both continued and discontinued ates.
EBITDA adjusted to reflect cash flows 1,294 1,326 activity and the changes in cash and cash equiva- ] ] o .
2.7 Change in provisions, pension and employee benefits 640 117  lents during the year. Cash ﬂOV\_/ from fllnancmg aCtIVIFlgs compn.seS
31 Change in net working capital (446) 612 changes in the size gr composmo‘n of eqU|.ty and
Cash flow from operating activities before financial items and tax 1,488 2,055 Cash flow from operating activities consists of !oans, repi‘ayr’rle-nt of |nter.e.s.t-bear|ng dgbt includ-
" Financial items received and paid (49) 69) earnings before depreciation, amortisation and im-  ind lease “:T_b'“t"esv acquisitions and d.|sposa| of
42 Taxes paid = (537) .pair_mem (EBITDA) .adjust(.ed‘ for norcash opergt- non-controlling interests, .m.ovements in treasury
. — ing items, changes in provisions and net working shares and payment of dividend to shareholders.
Cash flow from operating activities 968 1,449 . . L . .
capital, financial items received and paid from the
o ‘ o lease liabilities and taxes paid. Cash and cash equivalents mainly consist of bank
2.10 Acquisition of enterprises and activities (2,120) (11 deposits.
2.2 Acquisition of intangible assets (245) (179)
2.4 Acquisition of property, plant and equipment (88) (116
Acquisition of financial assets (23) (8)
Disposal of enterprises and activities 1 2
Disposal of property, plant and equipment 159 39
Disposal of financial assets 6 0
Cash flow from investing activities (2,310) (273)
Dividend paid (176) (101
5.1 Issue of shares, net of costs 0 1,434
Addition of minority interests 0 3
Exercise of share options 0 43
5.7 Repayment of lease liabilities (134) (125)
5.7 Change in interest-bearing debt 1,906 (1,530)
Cash flow from financing activities 1,596 (276) Free cash flow
Change in cash and cash equivalents 254 900 DKKm 2022 2021
Cash and cash equivalents at 1 January 1,935 976 Eree cash flow (1,342) 1,17€
Foreign exchange adjustment, cash and cash equivalents (59) 59 Free cash flow, adjusted for acquisitions and disposals of enterprises and 777 1,185
Cash and cash equivalents at 31 December 2,130 1,935 activities
The cash flow statement cannot be inferred from the published financial information only
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Balance sheet
Notes DKKm 31-12-2022 31-12-2021 Notes DKKm 31-12-2022 31-12-2021
Assets Equity and liabilities
Goodwill 6,433 4,364 5.1 Share capital 1,153 1,153
Patents and rights 766 784 Foreign exchange adjustments (517) (665)
Customer relations 392 401 Cash flow hedging (70) (54)
Other intangible assets 148 165 5.1 Retained earnings 10,247 9,937
Completed development projects 204 233 Shareholders in FLSmidth & Co. A/S 10,813 10,371
Intangible assets under development 422 310 Minority interests (26) (3)
2.2 Intangible assets 8,365 6,257 Equity 10,787 10,368
Land and buildings 1,983 1792 43 Deferred tax liabilities 294 169
Plant and machinery 493 383 2.8 Pension obligations 414 320
Operating equipment, fixtures and fittings 131 112 54 Provisions 396 450
Tangible assets in course of construction 40 21 57 Lease liabilities 206 200
24,25 Property, plant and equipment 2,647 2,308 5.7 Bank loans and mortgage debt 1,929 726
3.4 Prepayments from customers 578 587
4.3 Deferred tax assets 1,921 1,490 Income tax liabilities 103 119
2.6 Invhestment§ |-n assocllates 157 162 3.7 Other liabilities 85 55
Other securities and investments 59 49 Non-current liabilities 4.505 2.626
Other non-current assets 2,137 1,701
2.8 Pension obligations 2 2
Non-current assets 13,149 10,266 27 Provisions 1,61 697
- | - e 2 464 5.7 Lease liabilities 117 104
: nven orles. : ’ 5.7 Bank loans and mortgage debt 615 17
3.3 Trade receivables 5,108 4,112
8 3.4 Prepayments from customers 2,193 1,903
3.4 Work in progress 3,147 2,358 :
3.4 Work in progress 3,592 2,373
Prepayments 874 871 36 Trad bi P 3367
Income tax receivables 321 248 : | rade p?yal_ et?l't' ’346 ’193
3.5 Other receivables 1,145 799 37 gchom? l?)l( _|a fities e 1403
Cash and cash equivalents 2,130 1,935 : ther |a_ ! |t_|_e_s : :
Current assets 16.696 12,787 Current liabilities 14,553 10,059
Total assets 20,845 23,053 Total liabilities 19,058 12,685
Total equity and liabilities 29,845 23,053
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Equity statement
2022 2021
DKKm Share Foreign Cash Retained Shareholders Minority Total Share Foreign Cash Retained Shareholders Minority Total
capital exchange flow earnings in FLSmidth & interests capital exchange flow earnings in FLSmidth & interests
adjustments hedging Co AIS adjustments hedging Co AIS

Equity at 1 January 1,153 (665) (54) 9,937 10,371 3) 10,368 1,025 (1,131) (4) 8,246 8,136 (6) 8,130
Comprehensive income for the year
Profit/loss for the year 370 370 (28) 352 358 358 (2) 357
Other comprehensive income
Actuarial gain/loss on defined benefit plans 101 101 101 70 70 70
Currency adjustments regarding translation of 148 148 1 149 466 466 1 467
entities
Cash flow hedging:
- Value adjustments for the year (28) (28) (28) (39) (39) (39)
- Value adjustments transferred to work in progress 12 12 12 (11 (ar (11
Tax on other comprehensive income (16) (16) (16) 0 0 0
Other comprehensive income for the year 0 148 (16) 85 217 1 218 0 466 (50) 70 486 1 487
Comprehensive income for the year 0 148 (16) 455 587 a7) 570 0 466 (50) 428 844 0 844
Transactions with owners:
Dividend paid (170) (170) (6) (176) (101 (101 (101
Issue of shares, net of costs 0 0 128 1,306 1,434 1,434
Share-based payment 25 25 25 15 15 15
Exercise of share options 0 0 43 43 43
Addition of minority interests 0 0 0 3 3
Equity at 31 December 1,153 (517) (70) 10,247 10,813 (26) 10,787 1,153 (665) (54) 9,937 10,371 3) 10,368
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Cement business
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Key accounting estimates and judgements

When preparing the financial statements, we are
required to make several estimates and judge-
ments. These affect the carrying amounts of bal-
ance sheet items and income and expenses for
the financial year. This note includes the areas
that involve a higher degree of judgement or com-
plexity and where changes in assumptions and
estimates will likely have a significant impact on
the financial statements. These areas are catego-
rised as key accounting estimates and judge-
ments. The significance of theimpact on the finan-
cial statements of those estimates and
judgements is categorised into three levels: low,
medium and high.

Impact significance

Key accounting ~ LOW A
estimates and Medium DD
judgements High D D D

Key accounting estimates and judgements

Key accounting estimate

The determination of the carrying amount of some
assets and liabilities requires the estimation of the
effect of uncertain future events on those assets
and liabilities and actual results may differ from
the estimates made. Making the estimates involve
developing expectations of the future based on
assumptions, that we to the extent possible sup-
port by historical trends or reasonable expecta-
tions. We believe that our estimates are the most
likely outcome of future events.

Key accounting judgements

Key accounting judgements are made when ap-
plying accounting po licies. Key accounting judge-
ments are the judgements made, that can have a
significant impact on the amounts recognised in
the financial statements.

The areas that are categorised as key accounting
estimates and judgements include, besides those
identified last year also the initial accounting for
the acquisition of Mining Technology and the

restructuring in Mining segment with the creation
of Non-Core Activities.

The description of the key accounting estimates
and judgements has been included in the individ-
ual notes as shown below.

At the end of 2021, the COVID19 pandemic ex-
posed the Group to significant increased uncer-
tainty in relation to the financial statements. At the
end of 2022, the COVID-19 pandemic and govern-
ment-imposed restrictions continued to pose chal-
lenges in some parts of the world. More im-
portantly, the geopolitical situation following the
war in Ukraine was on the top of the agenda. As a
result, we immediately decided to suspend all

new business in Russiaand Belarus, and we have
during the year exited our activities in Russia The
remaining legal obligations with regards to the ful-
fillment of existing Russian and Belarusianorders
have been suspended by FLSmidth.Costs to exit
have been recognised.

Note Key accounting estimates and judgements Nature of accounting impact Impact of estimates and judgements
1.4 Revenue Determine performance obligations Judgement | I
Determine recognition method Judgement B B D
2.7 Provisions Estimate warranty provision Estimate D D D
2.10 Business acquisitions  Purchase price allocation Judgement and estimate b D D
3.2 Inventories Estimate valuation of inventories Estimate | 3 I
3.3 Trade receivables Estimate level of expected losses Estimate D
3.4 Work in progress Estimate total cost to complete Estimate D D D
4.3 Deferred tax Estimate the value of deferred tax assets Estimate B >

FLSmidth s Annual Report 2022
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Besides the direct impact from the sanctions, the
war has also intensified bottlenecks in the global
supply chains that were already current at the
end of 2021. It has also led to further increases in
the energy prices, contributed to rising inflation
and fluctuations in foreign currency rates. To re-
duce the inflationary pressure, central banks have
increased interest rates. The resulting uncertain-
ties have impacted our key accounting estimates
and judgements as described below.

In general, climate-related changes have not im-
posed significant uncertainty on the financial
statement but poses opportunities to the Group for
delivering solutions to our current and future cus-
tomers to succeed on the green transition.

Initial accounting for the acquisition of
Mining Technologies (ex-TK)

On 31August 2022, we obtained control of Mining
Technologies (ex-TK). At initial recognition, assets
acquired and liabilities assumed are measured at
fair value and the excess of the purchase prices
over the fair value of the net assets acquired rep-
resents goodwill. The initial accounting is still sub-
ject to change, and changes to the fair value of
assets acquired and liabilities assumed may be
expected to reflect new information obtained on
facts and circumstances that existed at the acqui-
sition date. The purchase price is also subject to
change. Further information can be found in note
2.10.

Valuation of receivables

The economic situation and the outlook for our cus-
tomersimpac. -~z X- «-8¥z2«E
reflected in the estimate of the impairment of trade
receivables. The impairment ratio (impairment as a
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percentage of the gross carrying amount) increased
to 7.8% compared to 7.5% at the end of 2021 as the
impact on expected credit losses from forward-look-
ing estimates increased during 2022. The uncer-
tainty related to the impact from the increases in
prices and costs on our customers is incorporated
through the forward-looking estimates.

For additional description of the estimates, please
refer to note 3.3 Trade receivables.

Estimate total cost to complete

The impacts from increases in costs following the
supply chain challenges and the increasing infla-
tion have been covered through reassessments of
our projects to reflect estimated implications on
project financials. This includes updating of pro-
ject costs to ensure that significant cost increases
are reflected in the estimate of the total cost to
complete. To the extent possible, price increases
on the input side has been passed on to the cus-
tomers. In case it is not possible to increase the
sales price to absorb the cost increases leading to
loss-making contracts, provisions are recognised,
see note 2.7.

For additional description of the estimates, please
refer to note 3.4 Work in progress.

Deferred tax assets

The recoverability of the deferred tax assets is de-
pendent on the generation of sufficient future taxa-
ble income to utilise tax losses. The uncertainty on
the future income is related to the macroeconomic
development, including the demand for environ-
mental investments by our customers.

For additional description of the estimates, please
refer to note 4.3 Deferred tax.

FLSmidth s Annual Report 2022
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1.1 Income statement
by function

It is our policy to prepare the income statement
based on an adjusted classification of the cost by
function in order to show the earnings before spe-
cial non-recurring items, depreciation, amortisa-
tion and impairment. Special non-recurring items,
depreciation, amortisation, and impairment are
therefore separated from the individual functions
and presented in separate lines.

The income statement prepared on the basis of
cost by function is shown below:

Income Statement by function

Business Mining business

1.2 Segment information

As a result of the strategic review of the combined
FLSmidth and Mining Technologies (ex-TK) prod-
uct portfolio it has been decided to divest or wind -
down non-core mining activities that are no longer
deemed to be of core strategic importance to FLS-
midth as well as specific loss-making mining activ-
ities. The non-core activities constitute a separate
reportable segment. Hereafter, we have three op-
erating and reporting segments ® Mining, Cement
and Non-Core Activities.

The continuing Mining segment is dedicated to
provide customers full flowsheet technologies and

DKKm 2022 2021

Revenue 21,849 17,581

Production costs, including depreciation and amortisation (17,123 (13,744

Gross profit 4,726 3,837

Sales costs, including depreciation and amortisation (1,738) (1,362)

Administrative costs, including special non-recurring items, (2,467) (1,848)

depreciation and amortisation

Other operating income 98 41

EBIT 619 668

Special non -recurring items, depreciation, amortisation

and impairment consist of:

Special non-recurring items 0 (57)

Depreciation and impairment of property, plant and equipment and lease assets (357) (314)

Amortisation and impairment of intangible assets (324) (362)
(681) (733)

Special non -recurring items, depreciation, amortisation

and impairment are divided into:

Production costs (350) (343)

Sales costs (34) (48)

Administrative costs (297) (342)
(681) (733)

FLSmidth s Annual Report 2022
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Non-Core Activities Financial performance

service solutions to enhance their productivity and
sustainability agenda. This includes offering single
services or products as well as projects with lower
risk consisting of product bundles with related per-
formance guarantees in accordance with FLS-

¥ y-a~E« 2 «¢ ¥ulu}z¥z)| -

The Non-Core Activities include activities and prod-
uct types that either offer limited or no aftermarket
potential, are characterised by high execution risks,
are highly engineered and/or lack standardisation,
and we see no viable commercial model for FLS-
midth to turn these around. Furthermore, these
products are not aligned with or important to FLS-
¥ y-a~E«
sational structure is established to oversee the seg-
ment. The order backlog is expected to be divested
or wound down within the next three years.

The composition of the Cement segment remains
unchanged by the introduction of the Non-Core
Activities segment.

The segments have technology ownership and de-
velop and drive the life cycle offering and product
portfolio. As of second half of 2022, five regions
support sales and service within Mining and Non-
Core Activities as Asia and Australia have been
merged to APAC. For Cement, four regions exist as
of second half 2022, as North America and South
America have further been merged to Americas.

The structure helps create a productivity-driven
organisation with a strong, unified digital ap-
proach and fewer touchpoints strengthening our
local presence, customer orientation, and life cy-
cle offering in order to capture growth.

We front our customers in the global industries
with all the knowhow technologies, products, pro-
cesses and systems used to separate commer-
cially viable minerals from their ores and to ce-
ment production.

« - « = @ Adesignatéd orgahi- u }
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With the responsibility of our total life cycle offer-
ings firmly anchored in the Mining and Cement
segments, we are capable of improving our cus-
tomer specific offerings. Offerings range from first
time sale of single products to turnkey projects,
gubseduénusgrvicks, operation & maintenance,
upgrades and rebuilds of existing equipment,
plants and sale of spare parts and wear parts.

The segmentation reflects the internal reporting
and management structure applied with Non-Core
Activities starting from 1 October 2022.

Accounting policy

z | . . .
Seg‘mgnt income and costs include transactions
between the three segments, if any. Such transac-
tions are carried out on market terms.

Administrative functions such as finance, HR, IT
and legal are shared by the segments. Addition-
ally, the segments are supported by Group Func-
tions related to procurement, logistics and market-
ing. Such shared costs are allocated to business
segments based on assessment ofconsumption.

Discontinued activities include the remaining re-
sponsibilities to finalise legacy projects, handling
of claims, etc. retained on the sale of the non-min-
ing bulk material handling business in 2019. The
activities are not a separate reportable segment
but presented as discontinued operations under
IFRS 5. Further information can be found in note
2.11.

Geographical information in note 1.3is based on
five Regions. Revenue is presented in the Region
in which delivery takes place. Non-current assets
and employees are presented in the Region in
which they belong.
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1.2 Segment information
® continued
2022 2021
FLSmidth Group FLSmidth Group
Mining Cement Non-Core  Continuing Discontinued Vol N z¥z) Continuing Discontinued
DKKm Zx - ® activities ® activities ux - ®
Income statement
Revenue 15,082 6,264 503 21,849 0 11,715 5,866 17,581 0
Production costs (11,288 (4,662) (823) (16,773) (@) (8,783) (4,618) (13,401 0
Gross profit 3,794 1,602 (320) 5,076 (@) 2,932 1,248 4,180 0
SG&A costs (2,405) (1,287) (84) (3,776) 3) (1,662) (1,117 (2,779) (19)
EBITDA before special non -recurring items 1,389 315 (404) 1,300 (10) 1,270 131 1,401 (19)
Special non-recurring items 0 0 0 0 0 (14) (43) (57) 0
Depreciation and impairment of property, plant (243) (111 3) (357) 0 (207) (107) (314) 0
and equipment
EBITA 1,146 204 (407) 943 (10) 1,049 (29) 1,030 (29)
Amortisation of intangible assets (223) (101, 0 (324) 0 (247) (115 (362) 0
EBIT 923 103 (407) 619 (10) 802 (134) 668 (29)
Order intake (gross) 17,822 6,613 209 24,644 0 13,281 5,952 19,233
Order backlog 14,277 6,386 2,878 23,541 0 10,599 5,993 16,592 0
Gross margin 25.2% 25.6% -63.6% 23.2% 25.0% 21.3% 23.8%
EBITDA margin before special nonrecurring items 9.2% 5.0% -80.3% 5.9% 10.8% 2.2% 8.0%
EBITA margin 7.6% 3.3% -80.9% 4.3% 9.0% -0.3% 5.9%
EBIT margin 6.1% 1.6% -80.9% 2.8% 6.8% -2.3% 3.8%
Number of employees at 31 December 7,126 3,270 581 10,977 0 6,216 3,901 10,117 0
Reconciliation of profit/(loss) for the year
EBIT 619 (10) 668 (19)
Financial income 1,588 7 870 1
Financial costs (1,655) (22) (951) (1)
EBT 552 (15) 587 (19)
Tax for the year (201) 16 (213) 2
Profit/(loss) for the year B5ill 1 374 17)
1)Non-Core Activities constitutes a separate reportable segment prospectively from 1 October 2022. Comparative information has not been restated. See the next page for further explanation
2) Discontinued activities mainly consist of non-mining bulk material handling.
3) Starting from 1 January 2022, shared costs are directly attributed to the segments based on consumption and therefore included in the relevant line items.
j2z® §-«£+D -~z X8«-« ~z3%z UEESXU-zYy E8xw—~z8§]| | §{ k620 hemymbdrEhavd beBriMestated§o-nelide T~ [ cnZ wz { §2 z
shared costs in the cost line items for the industries. See next page for further explanation.
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1.2 Segment information
® continued

Shared costs

Starting from 1 January 2022, shared costs are di-
rectly attributed to the segments based on con-
sumption. Therefore, the costsare now included in
the relevant line items, being production costs,
SG&A costs and depreciation and impairment of
property, plant and equipment. Previously, the
costs were allocated to the segments and in-

Business

Mining business

cluded below in-~z «-w-8-uf TIT*"[cnZ wz{§2z

t 8 §{ «~u?zy x8«-«EM

The information for 2021 has been restated to re-
flect the change.

The table below shows the impact on the line
items and margins in the segment information in
2021 for the two segments.

Restated segment information for 2021, shared costs

Cement business

UEE£8xuC

DKKm Mining Cement

Production cost (72) (33)
SG&A costs (667) (461)
Depreciation and impairment of property, (93) 27)
plant and equipment and lease assets

Shared costs directly attributed (832) (521)
Gross margin -0.6% -0.6%
EBITDA margin before special nonrecurring items -6.3% -8.4%
EBITA margin before allocation of shared costs -7.1% -8.9%
EBITAmargin 0.0% 0.0%
EBIT margin 0.0% 0.0%
Number of employees at 30 September 865 496
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Non-Core Activities segment

The segmentation reflects the internal reporting
and management structure applied. In line with
the internal reporting, the Non-Core Activities seg-
ment is reported prospectively from 1 October
2022. The segmentation is based on the identifi-
cation of effective contracts on 1 October 2022
that relate to Non-Core Activities through a thor-
ough contract-by-contract review by Manage-
ment. It would be an extensive exercise to make
this identification for contracts existing in prior pe-
riods. Further, the allocation of net profit between
Mining and Non-Core Activities before the new
segmentation was internally implemented would
be subject to significant estimates and allocations.
On that background, it is impractical to restate the

Old segmentation

Financial performance
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Mining segment in prior periods to reflect the split
of the activities between Mining and Non-Core Ac-
tivities prior to the new segmentation was imple-
mented.

The table below shows segment information for
2022 based on the previous segmentation (Mining
old segmentation). This reflects an aggregation of
Mining and Non-Core Activities.

2022 2021
Mining Non-Core Mining old Mining
DKKm Activities segmentation
INCOME STATEMENT
Revenue 15,082 503 15,585 11,715
Production costs (11,288 (823) (12,11: (8,783)
Gross profit 3,794 (320) 3,474 2,932
SG&A costs (2,405) (84) (2,489) (1,662)
EBITDA before special non -recurring items 1,389 (404) 985 1,270
Special non-recurring items 0 0 0 (14)
Depreciation and impairment of property, plant (243) 3) (246) (207)
and equipment
EBITA 1,146 (407) 739 1,049
Amortisation of intangible assets (223) 0 (223) (247)
EBIT 923 (407) 516 802
Order intake (gross) 17,822 209 18,031 13,281
Order backlog 14,277 2,878 17,155 10,599
Gross margin 25.2% -63.6% 22.3% 25.0%
EBITDA margin before special nonrecurring items 9.2% -80.3% 6.3% 10.8%
EBITA margin 7.6% -80.9% 4.7% 9.0%
EBIT margin 6.1% -80.9% 3.3% 6.8%
Number of employees at 31 December 7,126 581 7,707 6,216
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1.3 GEOGRAPHICAL
INFORMATION

NORTH AMERICA NAMER

Revenue: DKK5,270m (2021 DKK 3850 m)
Non-current assets: DKK3,650m (2021 DKK3,630m)
Employees: 1807 (2021 1,6B)

USA
Revenue: DKK2,909 m (2021 DKK 2,258m)
Non-current assets: DKK2,986 m (2021 DKK3,002m)

Canada
Revenue: DKK1,457m (2021 DKK902 m)
Non-current assets: DKK648m (2021 DKK613m)

SOUTH AMERICA SAMER
Revenue: DKK5,081m (2021 DKK 3731m)
Non-current assets: DKK467m (2021 DKK 20m)
Employees: 2,240 (2021 2,074)

Chile
Revenue: DKK2,136m (2021 DKK 1,Z26m)
Non-current assets: DKK169m (2021 DKK96m)

Peru
Revenue: DKK1,266m (2021: DKK 642m)
Non-current assets: DKK15Im (2021: DKK 62m)

Brazil
Revenue: DKK1,199n (2021 DKK896 m)
Non-current assets: DKK147m (2021 DKK 73m)

Revenue, noncurrent assets and number of employees are disclosed for all Regions,
home country of our Headquarter and countries that account for more than 5% of Group revenue.
*This region was untilH12022 presented as two regions, 1)Asia and 2) Australia
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EUROPE, NORTH AFRICA & RUSSIANAR

Revenue: DKK4,064m (2021 DKK 3124m)
Non-current assets: DKK4,819m (2021 DKK 3410m)
Employees: 2,775 (2021 2,206)

Denmark
Revenue: DKK54m (2021 DKK 37m)
Non-current assets: DKK1,264m (2021 DKK 11.98m)

Financial performance
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SUB-SAHARAN AFRICA,
MIDDLE EAST & SOUTH ASIASSAMESA
Revenue: DKK3,506m (2021 DKK 3134m)
Non-current assets: DKK433m (2021 DKK 4@Bm)
Employees: 2,829 m (2021 3,048)

India
Revenue: DKK1,600m (2021 DKK 1a8m)
Non-current assets: DKK222m (2021 DKK 246m)

ASIA, AUSTRALIA APAC*
Revenue: DKK3,928m (2021 DKK3,742m)

Non-current assets: DKK1,643m (2021 DKK891m)

Employees: 1,326m (2021 1,131

Australia
Revenue: DKK2,007 m (2021: DKK 841m)

Non-current assets: DKK1,624m (2021: DKK783m)
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1.4 Rewenue

Revenue arises from sale of life cycle offerings to
our customers. We sell a broad range of goods
and services within the Mining and Cementseg-
ments split into the main categories of projects,
products, and services. Revenue within the Non
Core Activities segment reflect the performance of
the backlog as no new orders are taken in.

Products

The sale of products comprises sale of standard-
ised and customised equipment, such as pre-heat-
ers, cyclones, mills and kilns. Products will usually
have a lead time of less than one year.

Each product is considered as one performance
obligation. Most of the products are sold at a fixed
price.

Revenue fromthe sale of products is usually rec-
ognised over time, applying the percentage of
completion cost-to-cost method. However, reve-
nue from products that are standardised

or customised to a low degree are recognised at
the point in time when control of the products
transfers to the customers, usually upon delivery.
Highly customised product sales will often entitle
us to receive a down payment from the customer,
followed by several progress payments linked to

Revenue split on industry and category

Business Mining business

our performance progress. Upon completion or
delivery, we will usually be entitled to the final
payment. To the extent possible we obtain pay-
ment guarantees to minimise the credit risk during
execution.

For standardised products we will usually be enti-
tled to payment upon delivery.

Projects

The sale of projects comprises sale of plants,
plant extensions, process systems and process
system extensions.

Projects are usually significant in amount, have a
long lead time affecting the financial statements in
more than one financial year, have a high degree
of project management and involve more than
one FLSmidth entity in the delivery to the cus-
tomer.

A project is usually considered one performance
obligation as a project typically includes highly in-
terrelated and interdependent physical assets

and services, like engineering, installation, and su-
pervision. Dependent on the contract structure
one performance obligation can consist of more
than one contract.

Most of the projects are sold as fixed price con-
tracts and revenue from projects is usually

2022 2021

DKKm Mining Cement Non-Core  Group Mining Cement  Group
Activities

Products 1,700 1,583 33 3,316 1,484 1,449 2,933
Projects 4,191 1,145 264 5,600 3,291 1,263 4,554
Capital business 5891 2,728 297 8,916 4,775 2,712 7,487
Service business 9,191 3,536 206 12,933 6,940 3,154 10,094
Total revenue 15,082 6,264 503 21,849 11,715 5,866 17,581
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Cement business

Non-Core Activities

recognised over time; applying the percentage of
completion cost-to-cost method.

A project contract will often entitle us to receive a
down payment from the customer, followed by
several progress payments linked to our perfor-
mance progress. Upon completion and customer
acceptance we will usually be entitled to the final
payment. To the extent possible we obtain pay-
ment guarantees to minimise the credit risk during
execution.

Projects will no longer be a category in 2023
since we will split our categories in products and
services going forward.

Services

Services comprise various service elements to
support the life cycle offerings portfolio. The sale
can consist of spare parts, wear parts, service
hours, long-term maintenance contracts, operation
& maintenance contracts and sale of upgrades
and retrofits. The sale of service hours includes
amongst others sale of supervision, electronic or
mechanical service of equipment or plants.

Each spare part and wear part is considered one
performance obligation. The sale is usually
agreed at a fixed price and revenue is usually rec-
ognised at the point of delivery. We are normally
entitled to payment once we have

delivered the parts.

The performance obligation for service sales and
maintenance contracts is either each service hour
or the full contract, depending on the contract
wording. Most service contracts are fixed price
contracts, if not for the full service, then for the
hourly rate. Service sales are recognised over
time as the services are provided to the customer
based on the cost-to-cost method. We are nor-
mally entitled to payment once the service has
been provided or on a monthly basis.

Financial performance
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Revenue split

by Regions
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60%
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20%
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1.4 Revenue ® continued

Each operation & maintenance contract is deter-
mined as one performance obligation. The trans-
action price is usually variable, depending on the
produced output, and revenue is recognised over
time, using the costto-cost method. In cases of
significant uncertainties with measuring the reve-
nue reliably we recognise revenue upon cash re-
ceipt. We are usually entitled to payment on a
monthly basis.

Upgrades and retrofits are defined as one perfor-
mance obligation. The transaction price is usually
fixed and revenue is typically recognised over
time using the cost-to-cost method. The payment
pattern for upgrades and retrofits are very similar
to the pattern for projects and products.

Revenue recognition principles

The split between percentage of completion and
point in time has decreased from 54% in 2021 to
50% in 2022. The nominal increase in percentage
of completion is due to the acquisition of Mining
Technologies (ex-TK).

Business Mining business

Backlog

The order backlog on 31 December 2022
amounted to DKK23,541Im (2021 DKK16,592m)
and represents the value of outstanding perfor-
mance obligations on effective contracts, where
we will transfer control at a future point in time
and the remaining performance obligations on
contracts where we transfer control over time. A
contract is effective when it becomes binding for
both parties depending on the specific conditions
of the contract. This usually means that the con-
tract has been signed and the prepayment (if any)
has been received.

Of the increase, DKK5,451m related to the acqui-
sition of Mining Technologies (ex-TK). Information
of the split of the order backlog between the three
segments can be found in note 1.2.

Based on the order backlog maturity profile, the
majority, 60% (2021 69%) of the order backlog is
expected to be converted into revenue in 2022,
while 40% (2021: 31%) is expected to be converted
to revenue in subsequent years.

Besides the key accounting judgments described
in the box, revenue is impacted by key accounting
estimate related to the estimate of the percentage
of completion (estimate of total cost to complete).
The key accounting estimates are further ex-
plained in note 3.4.

Revenue split on timing of revenue recognition principle

Cement business

2022 2021

DKKm Mining Cement Non-Core  Group Mining Cement  Group
Activities

Point in time 8,034 2,689 239 10,962 6,187 1,915 8,102

Percentage of completion* 7,048 3,575 264 10,887 5,528 3,949 9,477

Cash 0 0 0 0 0 2 2

Total revenue 15,082 6,264 503 21,849 11,715 5,866 17,581

FLSmidth s Annual Report 2022

Non-Core Activities

Key accounting judgements
Judgement regarding performance
obligations

Judgement is performed when determining
if a contract for sale of projects, products or
services, or a combnation hereof, involves
one or more performance obligations.

The complexity arises when selling bundled
goods and services, and the consequence
of the key accounting judgement is related
to the timing of revenue recognition, espe-
cially for point in time sales.

Judgement regarding recognition method
Judgements are made when determining if
revenue on a project, product or service is
recognised over time or at a point in time.
The judgements relate to if we have an al-
ternative use of the assets being produced
and if we have an enforceable right to pay-
ment throughout the contractual term.

When assessing if an asset being produced
has no alternative use to FLSmidth, we esti-
mate the alternative use cost amount. We
have limited historical data as we rarely re-
direct our assets. The estimate is based on
the specifics of each contract.

When assessing if we are entitled to pay-
ment throughout the contract term, a judge-
ment is made based on the contract word-
ing, legal entitlement and profit estimates.

Financial performance

Governance Financial statements

Backlog maturity
DKKm

24,000

2,565 11%
21,000

18,000 29%
10%

21%

15,000
12,000
9,000
6,000

60%
69%

3,000

2021 2022
m\Within next year = Within next year +1

Later than next year +1

Accounting policy

Revenue comprises saleof projects, products
and service within the Mining, Cement and
Non-Core Activities segments.

Revenue from contracts with customers is rec-
ognised when control of the goods or services
are transferred to our customers at an amount
that reflects the transaction price to which we
expect to be entitled in exchange for these
goods or services.

Revenue from projects, products, and services
(except for sale of service hours) is recognised
over time, using the costto-cost method, when
1) we have no alternative use for the goods or
services to be delivered and 2) we have an en-
forceable right to payment for work com-
pleted.

If we do have an alternative use for the goods
or services to be delivered, e.g. products with
a low degree of customisation, such sales will
be recognised at the point in time when con-
trol transfers to the customer, usually upon de-
livery.

7
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1.4 Revenue ® continued

Additionally, if we do not have an enforceable right
to payment for work completed throughout the con-
tract term, such sales will also be recognised at the
point in time when the control transfers to the cus-
tomer, usually upon customer acceptance. In the
case of significant uncertainties with the collectabil-
ity of contract consideration, revenue is recognised
upon cash receipt.

Service sales (sale of service fours) are recognised
over time, using the costto-cost method, as the cus-
tomer receives and consumes the benefits as we
perform the services.

In determining the transaction price revenue is re-
duced by probable penalties, payment of liqui-
dated damages and any other claims that are pay-
ments to our customers. The transaction price is
also adjusted for any variable elements, where we
estimate the amount of the variable transaction
price.

The variable amount is estimated at contract incep-
tion and re-estimated periodically throughout the
contract term. The variable amount is recognised as
revenue when it is highly probable that reversal will
not occur.

Warranties are granted in connection with the sale
of equipment and systems and are classified as as-
surance-type warranties that are not accounted for
as separate performance obligations. Please refer
to note 2.7, Provisions, for accounting policy on
warranties provisions.

Revenue is recognised less rebates, cash discounts,

value added tax and duties and gross of foreign
withholding taxes.

FLSmidth s Annual Report 2022

Business Mining business

1.5 Staff costs

Staff costs consist of direct wages and salaries, re-
muneration, pension costs, sharebased pay-
ments, training etc. related to the continuing activi-
ties.

The increase in staff costs is primarily due the ac-
quisition of Mining Technologies (ex-TK). Changes
in foreign currency rates have increased staff
costs by approximately DKK 215m (2021: de-
crease of DKK 30m)

Composition of staff costs

DKKm 2022 2021

Wages, salaries and

other remuneration 4,326 3,549

Contribution plans and

other social security costs, etc. 599 441

Defined benefit plans 25 26

Share-based payment 25 15

Other staff costs 338 128
5,313 4,159

The amounts are included

in the items:

Production costs 3,195 2,522

Sales costs 1,217 956

Administrative costs 901 681
5,313 4,159

Average number of employees in

continuing activities 10,621 10,339

Cement business

Non-Core Activities Financial performance

During 2022 the remuneration of the Board of Di-
rectors and Group Executive Management was as
follows:

Remuneration Board of Directors

DKKm 2022 2021
Board of Directors fees 6.6 6.5
Total 6.6 6.5

Remuneration Group Executive Mana-
gement

DKKm 2022 2021
Wages and salaries 32 36
Bonus 20 14
Benefits 8 2
Severance package 14 5
Share-based payment 7 5
Other incentives 3 9
Total 79 71

Two members of the Group Executive Manage-
ment are registered with The Danish Business Au-
thority. During 2022, the registered members of
the Group Executive Management earned remu-
neration as follows.

Governance Financial statements =

Number of employees per region
%

m North America
12%

17%
= South America
Europe, North Africa,
20%  Russia
m Sub-Saharan Africa,
26% Middle East & South

Asia

Asia, Australia
25%

Staff cost per region
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1
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o
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Remuneration of Group Executive
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60%
40%
20%
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mWages and salaries = Bonus
Benefits H Severance package
Incentive programmes
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1.5 Staff costs ® continued

Remuneration registered executives

DKKm 2022 2021
Wages and salaries 13 15
Bonus 8 7
Benefits 1 1
Severance package 0 5
Share-based payment 4 4
Other incentives 0 7
Total 26 39

Each member of the Group Executive Manage-
ment is, other than the base salary, entitled to
customary benefits. Additionally, the members of
Group Executive Management participate in a
short-term- and a long-term incentive programme.
The short- and the long-term incentive pro-
grammes are capped at 75% and 100%, respec-
tively, of the annual base salary. In addition to this
ZUxXx~ z°zx--2 ®z ¥uxd U~
ceive an additional incentive of up to 150% of the
annual base salary, which can be cash and/or
share based. The individual maximum and target
levels are fixed as part of the ongoing remunera-
tion adjustment cycle.

The members of the Group Executive Manage-
¥z} - ~u®z -" -8 /6
termination of employment and severance pay-
¥z - ¥ux x8§22z«" 8]y -8
base salary.

For details related to the remuneration of the
Board of Directors and Group Executive Manage-
ment, please refer to the Remuneration Report
2022:
www.flsmidth.com/RemunerationReport2022.

FLSmidth s Annual Report 2022
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Business Mining business

Accounting policy

Staff costs include wages and salaries, cash bo-
nuses, share-based payments, pension costs, ben-
efits and social security costs. In general, staff
costs are expensed when the services are ren-
dered by the employee. When long-term incentive
programmes are provided, the costs are accrued
over the period that makes the employees entitled
to the payment. Termination benefits are ex-
pensed when an agreement has been reached
between the Group and the employee and no fu-
ture service is rendered by the employee in ex-
change for the termination payment.

n-z T28-"E«x Tz}« 8]
contribution plans and defined benefit plans. The
accounting policy for pension plans can be found
in note 2.8.

Share-based payments are granted as part of the
long-term incentive programme. The accounting
policy for share-based payments can be found in

«x%z- 8]0

z®z | -

Cement business

"£u

Non-Core Activities

1.6 Government grants

During 2022, FLSmidthreceived DKK 24m (2021:
DKK 1m) of grants to perform R&D development to
support the green transition. The grants were pri-
marily received through EU. The grants have re-
duced production costs by DKK 4m while the re-
maining has either been deferred or reduced the
capitalised de velopment costs. We also received
DKK 15m (2021: DKK 7m) ether grants, primarily
export related government grants out of India. The
grants are included in other operating income.

Ip qulgl-‘lrL%mid@[‘ece'g/e{d DWLTJ in Cg\ng 'z

related grants primarily to compensate for salary
expenses and the majority of the 2021 grants
have been received in Switzerland. The grants re-
duced production costs and sales cost by DKK7m
and DKK 2m, respectively.

Accounting policy

a gevernment grants are recognised when there is

reasonable assurance that the grant will be re-
ceived and all attaching conditions will be com-
plied with. The government grants are recognised
according to their purpose.

Government grants intended to compensate for
costs are recognised in the income statement over

8§ {he periods in which the entity recognises the re-

lated costs. The government grant is deducted in
the related expense. Government grants not di-
rectly related to compensation for costs incurred
are included within other operating income.

Financial performance

Governance Financial statements =

1.7 Special non-recurring
items

Costs included in 2021 related to closedown of
production facilities within the US (severance costs
and relocation costs).

Accounting policy

Special non-recurring items consist of costs and
income of a special nature in relation to the main
activities of the continued activities, including
closedown of facilities, gains and losses from dis-

posal of enterprises and activities.
y
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Section 2

Capital
employed and
other Balance
sheet items

Return on capital employed
Intangible assets

Impairment of assets
Property, plant and equipment
Leases

Investments in associates
Provisions

Pension obligations
Contractual commitments and contingent
liabilities

Business acquisitions
Discontinued activities
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