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KONE IN BRIEF

At KONE, our mission is to improve the flow of urban life. As a global
leader in the elevator and escalator industry, KONE provides elevators,
escalators and automatic building doors, as well as solutions for
maintenance and modernization to add value to buildings throughout their
life cycle. Through more effective People Flow®, we make people's
journeys safe, convenient and reliable, in taller, smarter buildings.

@ Headoffice
@® Global R&D site
@ Production site
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KEY FIGURES

KEY FIGURES

Change at
comparable
11 12/2022 11 12/2021 Change exchange rates
Orders received MEUR 9,131.3 8,852.8 3.1% -2.5%
Order book MEUR 9,026.1 8,564.0 5.4% 5.4%
Sales MEUR 10,906.7 10,514.1 3.7% -1.8%
Operating income MEUR 1,031.2 1,295.3 -20.4%
Operating income margin % 9.5 12.3
Adjusted EBIT* MEUR 1,076.6 1,309.8 -17.8%
Adjusted EBIT margin* % 9.9 125
Income before tax MEUR 1,028.4 1,320.8 -22.1%
Net income MEUR 784.5 1,022.7 -23.3%
Basic earnings per share EUR 1.50 1.96 -23.6%
Cash flow from operations (before financing items and taxes) MEUR 754.7 1,828.7
Interest-bearing net debt MEUR -1,309.0 -2,164.1
Equity ratio % 40.3 41.2
Return on equity % 25.9 32.0
Net working capital (including financing items and taxes) MEUR -903.9 -1,468.2
Gearing % -45.7 -67.6

* KONE presents adjusted EBIT as an alternative performance measure to enhance comparability of business performance between reporting periods. In Januaryi

December 2022, items affecting comparability amounted to EUR 45.4 million including a charge for the impairment of assets and recognition of provisions for commitments

in Russia and Ukraine, as well as costs for restructuring measures. In the comparison periods, items affecting comparability consisted of restructuring costs.

= EMEA

= New equipment

Sales by region

41 %
(44 %
39 %
(38 %)
21 %
(18 %)
m Americas u Asia-Pacific

1-12/2022 (1-12/2021)

Sales by business

15 %
(14 9
50 %
(54 %)
0
(33%)

= Maintenance = Modernization
1-12/2022 (1-12/2021)

Orders received*, MEUR

10,000 8,853 9,131

8,185
8,000
6,000
4,000
2,000

0

2020 2021 2022
*) Orders received do not include
maintenance contracts

12,000
10,000
8,000
6,000
4,000
2,000
0

Sales, MEUR

10,514 10.907

9,939

2020 2021

2022

Adjusted EBIT, MEUR and
adjusted EBIT margin, %

1,500
1,250
1,000

750 QAL (P
500
250

0

2020 2021 2022

1,310 20.0

1,251

16.0

12.0

8.0

4.0

0.0

B Adjusted EBIT
mm Adjusted EBIT margin

Cash flow*, MEUR

1,908 1829

2,000
1,750
1,500
1,250
1,000 755
750
500
250

0
2020 2021 2022

*) Cash flow from operations before
financing items and taxes

Earnings per share, EUR

210
1.80
1.50
1.20
0.90
0.60
0.30
0.00

81

2020

2021

Dividend per class B share,
EUR

2.40 228 2710

1.50 2.10 1.75
1.80
1.50
1.20
0.90
0.60
0.30

0.00

2022 2020 2021 2022*

*) Boardos
I Dividend
Extraordinary dividend
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STRATEGY

KONEGOGS STRATEGY

At KONE, our mission is to improve the flow of urban
life. We understand urbanization and help our
customers make the best
and public spaces. Our vision is to create the best
People Flow experience. We believe our vision can be
best achieved by working together with our customers A
and partners in every step of the process.

of

KONEb&s stratedli202dpBaseakaabl e
c ust ome resdnintreasing the value we create for our 3
customers with new intelligent solutions and on embedding A
sustainability even deeper across all of our operations.

The global elevator and escalator industry is shaped by ;
three major megatrends: urbanization, sustainability and A

technology. Against this backdrop,
cust omer s 6 aredsdf sdgially enabled world, ;
in which the ways people live, work and commute continue to A

change. KONE will focus on developing smart and sustainable
solutions that adapt to future needs, together with its
customers and partners. By doing this, KONE will enable
customerso6 facilities to
improved user experience.

CLEAR FOCUS AREAS FOR SUCCESS

I j?(q?r toring cleaq drectiondq oyr strategy, KON hps| g
defined four Where to Win areas, representing the biggest
opportunities for profitable growth and differentiation:

s u c c eseryicesywyillibg optimized for cost efficiency and

f u n c t lin additiom the fellonenfy Ways tb Wwn are KONEB-wide del i ver
transformation and development initiatives which will enable

KONEG6S STRATEGI C AND

TARGETS
ngs
We measure progress against five strategic targets:

Great place to work

Most loyal customers
Faster than market growth
Best financial development
Leader in sustainability

Core products and services: matching customer
specific needs for a seamless experience through
connectivity and adaptability. All products and

I > > >

sustainability.

New solutions for customer value: developed and
integrated with core products and services to create

value for customers in new ways.

Smart and sustainable cities: becoming the

prefeged partaer for anpart @nd sustaingbtesity  wi t h
development.

Service business in China: becoming a clear

market leader in this fast-growing and fragmented

market.

Our long-term financial targets are:
A Growth: Faster than the market

A Profitability: To reach an EBIT margin of 16%
A Cash flow: Improved working capital rotation

an

us to create sustainable success with customers:

A

Empowered people: having the most capable and
engaged team of professionals who succeed in a
changing world and are able to develop with
continuous learning opportunities.

Marketing and sales renewal: creating a seamless,
unified customer experience across multiple
channels.

Lean KONE: leveraging Lean skills, practices and
leadership to eliminate waste and ensure continuous
improvement.

Digital + physical enterprise: having future-proof
technology infrastructure, building the capabilities to
use data and analytics and further developing the
efficiency and resilience of our supply chain.

3 KONE ANNUAL REVIEW 2022
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STRATEGY

Sustainable SUCCeSS With CustomerS >; amw : MEGATRENDS | Dedicated to PEUPIE Flow™ m

URBANIZATION SUSTAINABILITY ~ TECHNOLOGY U STRATEGIC TARGETS

Great place to work
Most loyal customers

Faster than market growth
Best financial development
Leader in sustainability

WHERE TO WIN il
We will lead the way in:
HHOE — WAYS TO WIN

. INEE  HEEE We will ensure our success through:

| NEEN  EEEN Core products

Empowered Marketing

and services
1l
Z OUR MISSION e people and sales
7] " |
2 |S TO IMPROVE o [ (enend
THE FLOW OF URBAN LIFE N New solutions - Digital i
for customer + physical KONE

enterprise

CULTURE

SAFETY
QUALITY
SUSTAINABILITY

) CARE

@E
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BOARD OF DI RECTORSO6 RESORSEMPDEKONE O

requirements for safety and reliability. Customer relationships
are also typically long and stable (>90% annual retention
rate). New equipment and modernization are more cyclical in
nature and follow the construction cycles.
ONE al so

AThe key growth drivers of the new equipment business are
rbanlzatlon and changing demographics. New equipment
deliveries are the main growth driver of the maintenance
business as the majority of units delivered will end up in
KONEG&6s maintenance base. I n

BOARDOFDI RECTORSAQ

REPORT

mai ntains

ad Igey valué arivers

KONEO®Ss

KONE provides value for customers during the whole life
cycle of the building. In the new equipment business, we offer
innovative, intelligent and sustainable elevators, escalators,
automatic building doors and integrated access control
solutions to deliver the best people flow experience. In

busi

ness

other OEMsoéequipment. The main growth drivers for
ofernization are the aging installed base and increased
requirements for efficient people flow, safety and
sustainability. Having a strong maintenance base is crucial for
the growth of the modernization. KONE also sees significant
growth opportunities in increasing the value created for
customers in all of its businesses with the help of new

mo d

technologies and connectivity.

Business characteristics

maintenance, we ensure the safety and availability of the

equipment in operation, and in modernization we offer
solutions for aging equipment ranging from the replacement of

components to full replacements.

INPUTS

KONEO&6s business

negative in all businesses and we work extensively with
component suppliers to complement our own manufacturing

KONE has identified the following strategic inputs that are
crucial in creating value for customers, shareholders and the
society: competent and engaged people and strong
leadership; innovative, sustainable offering and global
processes and systems; best partners; efficient manufacturing
and delivery chain; solid financial position; environmentally

sustainable operations as well as strong brand and solid
reputation. In addition to these, KONE sees that the life cycle
business model and the existing maintenance base of well

model is capit

capacity. The maintenance business is very stable due to high

BUSINESS MODEL

OUTPUTS

@vér 1.5 miloh unitsdave acouciak rolanilg valoeacigatianalhe i s
different businesses support the growth of each other and
together provide stability for the business.

IMPACT

PEOPLE AND LEADERSHIP

A >60,000 employees representing 151
different nationalities, ca. half of
employees in the field

A Global diversity and inclusion strategy

A Personnel voluntary turnover rate
7.9%

A wide development opportunities on all
organizational levels around the world

A Management systems and certificates
(e.g. 1ISO 14001, 1SO 9001, ISO
45001)

A Governance structures, ethical
business practices and compliance,
98% of employees who had been
assigned the competition compliance
training had completed the course,
accounting for over 30,000 course
completions

INNOVATIONS, PROCESSES
AND SYSTEMS

A ~4,800 different IPRs including
patents, utility models and designs

A R&D spend 1.7% of sales, 8 global
R&D units

A ~1,700 technology professionals in
R&D, ca. half in software development

A Global KONE Way processes and
systems

A safe and efficient maintenance and
installation methods

BRAND AND REPUTATION

A One of the leading brands in the

MANUFACTURING AND
DELIVERY CHAIN

NATURAL RESOURCES*

PARTNERING

A Co-creation with customers

A Partnering to co-develop new
technologies and solutions

A Collaboration with universities and
educational institutes

A Dynamic network of innovative
companies in different fields of
technologies

A Distributors and agents important
part of go-to-market

A10 manufacturing units in 7
countries

A ~2,000 material and component
suppliers and ~8,000 installation
suppliers

A Optimized logistics network

A Supplier sustainability assessment

FINANCIAL

A Equity EUR 2.9 billion

A Interest-bearing net debt EUR -1.3
billion

A Net working capital EUR -0.9 billion

A Capital expenditure 1.9% of sales

A Materials used 1,795,400 tonnes

A Heating and vehicle fleet fuels
443,100 MWh

A Electricity and district heat 86,100
MWh

elevator and escalator industry A Water consumption 328,000 m3

SUSTAINABLE SUCCESS WITH
CUSTOMERS

NEW EQUIPMENT 500

Share of sales

Creating value for
customers through
the whole life cycle
of the building

MOVING OVER 1 BILLION
PEOPLE EVERY DAY

A ~172,000 new elevators and escalators ordered
in 2022

A Trusted People Flow® partner for >550,000
customers

A Maintenance and modernization services, well
over 1.5 million units in maintenance base

THE MOST SUSTAINABLE
OFFERING

A Best in class energy efficiency, 1SO 25745 A-
class energy rating as the first elevator
company

A Up to 70% energy savings through
modernization of elevators

A Focus on safety and accessibility

EMISSIONS AND WASTE*

A carbon footprint from own operations 130,900
tCO2e

A waste 37,400 tonnes

A Wastewater effluents 8 tonnes

A carbon footprint from our products and
value chain 15.6 MtCO2

SHAREHOLDERS

A Operating income EUR 1,031 million

A Dividend proposal EUR 1.75 per class B share, total amount of
proposed dividends MEUR 904.7 (incl. dividend proposal per class A
share)

A Return on equity 25.9%

SOCIETY

A Recognized for our contribution to better societies and urban
environment by several external parties, e.g. Corporate Knights, CDP,

EcoVadis, FTSE4Good indexaswellasFor bes 2022 Wor
Employers

A Wages, salaries, other employment expenses and pensions EUR 3.5
billion

A Industrial Injury Frequency Rate (IIFR) 1.4

A 81% of external hires into leadership positions from local communities
A 23.5% of director level positions held by women

A An increased amount of skilled labor

A Direct purchases EUR 4.5 billion

A Income taxes EUR 244.0 million with effective tax rate 23.7%

ENVIRONMENT*

A 15% reduction in absolute GHG emissions from our own operations
(Scope 1 and 2) compared to 2018

A 0.4% increase in product-related GHG emissions (Scope 3) relative to
ordered products compared to 2018

A 80% of green electricity

A 91% of waste recycled or incinerated

A Corporate units as well as all manufacturing and R&D units are ISO
9001 and ISO 14001 certified

. A 88% of key suppliers with ISO 14001 certification at the end of 2021

mEEs mmum wmss wEms mEms mmmm
AURN NUAN NUER NARR ANQP DOER Lo |
*2021 figures. 2022 figures will be published in
the 2022 Sustainability Report in Q2 2023.
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KONEGs operating en

In the new equipment market, the demand environment was
favorable in many areas particularly during the first half of
2022. That said, global market activity declined due to the
weak market conditions in China. The disruptions to global
supply chains, which were amplified by the war in Ukraine,
also affected sentiment as did rising interest rates and
expectations for slower economic growth. In China, COVID-
19 lockdowns were a considerable disruption during the
second quarter. Though less severe, restrictions continued to
create uncertainty during the second half, as did the sharp
rise in infections towards the end of the year. This, together
with continued liquidity constraints, caused a significant
decline in market activity. In the rest of Asia-Pacific, the
market grew clearly, largely due to strong recovery in India.
The markets in the EMEA region were mixed. Activity
declined slightly in Central, North and South Europe, and
grew slightly in the Middle East. In North America, the
market grew slightly, thanks to strong activity in the residential
and infrastructure segments in the first half of the year.

The service market developed positively throughout the
year, with broad-based growth in both maintenance and
modernization. Elevator utilization rates recovered to pre-
pandemic levels in nearly all customer segments, boosting
activity in the maintenance markets. Activity in the
modernization markets was driven by stimulus measures,
infrastructure investments and office refurbishments.

Although the pricing environment was adversely
affected by intense competition, market prices improved
outside China throughout the reporting period as a response
to wide-spread cost inflation.

v Operating environment by region

New equipment market

in units
11 12/2022
Total market ---
EMEA -
Central and North Europe -
South Europe -
Middle East +
North America +
Asia-Pacific
China .-
Rest of Asia-Pacific ++

Maintenance market
in units
11 12/2022
+

+

++

++
++
++

The table represents the development of the operating environment compared to the corresponding period last year.

Modernization market
in monetary value
11 12/2022

+++

+++

+++

+++
++

+++

++

6 KONE ANNUAL REVIEW 2022




BOARDOFDI RECTORS6 REPORT

Orders received and order book

Orders received grew by 3.1% as compared to Januaryi
December 2021 and totaled EUR 9,131.3 million. At
comparabl e exchange
declined by 2.5%.

At comparable rates, orders received for the new
equipment declined clearly with significant decline in the
volume business and clear growth in major projects. The
decline was due to the impact of liquidity constraints and the
COVID-19 pandemic in China. In modernization, orders
received grew significantly, supported primarily by pricing.
Orders grew significantly in the volume business and grew
significantly in major projects.

Compared to the end of 2021, the margin on orders
received improved. The improvement was driven by price
increases in all regions except China where like-for-like new
equipment prices declined slightly and mix was slightly
negative.

KONEG&6s new equi pment orders
escalator units amounted to approximately 172,000 units
(2021: approximately 196,000).

Orders received in the EMEA region grew slightly at
comparable exchange rates as compared to Januaryi
December 2021. New equipment orders declined clearly and
modernization orders grew significantly.

In the Americas region, orders received grew
significantly at comparable rates as compared to Januaryi
December 2021. New equipment orders grew significantly and
modernization orders grew significantly.

Orders received in the Asia-Pacific region declined
significantly at comparable rates as compared to Januaryi
December 2021. In China, new equipment orders declined
significantly in units and declined significantly in monetary
value. In the rest of Asia-Pacific, new equipment orders

rates, KON

Orders received

Change at

comparable

MEUR 2022 2021 Change exchange rates
C U S Ul UuacitT oS recoeccecil Vv

Orders received 9,131.3 8,852.8 3.1% -2.5%

Order book 9,026.1 8,564.0 5.4% 5.4%

Orders received consist predominantly of new equipment and modernization orders. Maintenance contracts are not included in orders received, but the figure

includes orders related to the maintenance business, such as repairs.

Orders received development by region*

New equipment orders

Modernization Total orders

*) in monetary value at comparable exchange rates

orders
EMEA .- T +
r Aneeeiday ed i n el evat +++ +++ +H+
Asia-Pacific --- +++ .
China --- ++ I

received grew slightly. Modernization orders received grew
clearly in China and grew significantly in the rest of Asia-
Pacific.

The order book grew by 5.4% compared to the end of
December 2021 and stood at a strong level of EUR 9,026.1

million at the end of the reporting period. At comparable rates,
the order book grew by 5.4%.

The order book margin continued to be at a healthy level.
Customer cancellations remained at a low level.

7 KONE ANNUAL REVIEW 2022
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Sales Sales by region
KONE 6 s gesew by8.3% as compared to Januaryi C§£32?:b?é
December 2021t,)e}nd totaled EUhR 10,906.7 million. At MEUR 2022 2021 Change exchange rates
comparabl e exchange ra.t es, KONI:l(:)M$EAsa| €S OJdecrrneda 42377 4.036.9 5 0% 4.3%
The sales consolidated from the companies acquired in 2022 )
had only a minor i mpact anoiad KON E Americas 2,239.8 1,902.9 17.7% 5.4%
period. Asia-Pacific 4,429.2 4,574.3 -3.2% -9.9%
New equipment sales declined by 10.0% at comparable Total sales 10,906.7 10,514.1 3.7% -1.8%
exchange rates primarily due to the impact of liquidity
constraints and the COVID-19 pandemic in China on new
equipment deliveries. Service sales grew by 7.9% at
comparable exchange rates. At comparable exchange rates, Sales by business
maintenance sales grew by 8.0%, thanks to maintenance
base growth, improved pricing and continued momentum in Change at
value-added services. At comparable exchange rates comparable
modernization sales grew by 7.7%. MEUR 2022 2021 Change exchange rates
KONEOGs el evat or antenadcebasec al at o1l N8Wequipmentsales 5,399.3 5,637.7 -4.2% -10.0%
cogtinfuzegztzo(g:ow elndlvxéas '\?Il'e” °Ve,‘tr 1-?t?]“”i°”dur}it§03§1t)he Service sales 5,507.4 4,876.4 12.9% 7.9%
end o close to 1.5 million units at the end o . .
0, 0,
The growth of the maintenance base was driven, in Ma'ntenlanc_e 3,890.4 3,450.6 ek SN
particular, by a continued good level of conversions of new Modernization 1,616.9 1,425.9 13.4% 7.7%
equipment deliveries to the maintenance base. Acquisitions Total sales 10,906.7 10,514.1 3.7% -1.8%
had a minor positive contribution to the growth. In 2022, the
balance of maintenance contracts that were won from or lost
to competition was slightly negative. ] ) .
The largest individual countries in terms of sales were Sales development by region and by business
China (~31%), the United States (17%), Germany (6%) and
France (5%). New equipment Maintenance Modernization
Sales in the EMEA region grew by 5.0% and totaled EUR EMEA 4 e 4
4,237.7 million. At comparable exchange rates, sales grew by - .
4.3%. New equipment sales grew slightly, maintenance sales Americas I ++ et
grew clearly and modernization sales grew slightly in the Asia-Pacific T ++ Tt
region.
In the Americas, sales grew by 17.7% and totaled EUR *)in monetary value at comparable exchange rates

2,239.8 million. At comparable exchange rates, sales grew by
5.4%. New equipment sales declined slightly, maintenance
sales grew clearly and modernization sales grew significantly
in the region.

In Asia-Pacific, sales declined by 3.2% and totaled EUR
4,429.2 million. At comparable exchange rates, sales declined
by 9.9%. New equipment sales declined significantly,
maintenance sales grew clearly and modernization sales grew
clearly in the region.

8 KONE ANNUAL REVIEW 2022
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Financial result

Financial result

KONEG6s operating income (EBIT)

Jan 1i Dec 31, 2022

Jan 1i Dec 31, 2021

9.5% of sales. The adjusted EBIT was EUR 1,076.6 million or
9.9% of sales. Profitability was burdened by cost headwinds
and the decline in sales in China. Easing cost headwinds,
better pricing on deliveries outside China and continued
strong maintenance sales drove an improvement towards the
end of the year.

As a response to Russiads i ny
suspended its deliveries to Russia in March and announced
the divestment of its operations in Russia in June. The share
purchase agreement is subject to approval by the relevant
regulatory authorities in Russia. ltems affecting comparability
in Januaryi December 2022 amounted to EUR 45.4 million

Operating income, MEUR

Operating income margin, %

Adjusted EBIT, MEUR

Adjusted EBIT margin, %
_Income before taxes, MEUR
‘ Net income, MEUR

Basic earnings per share, EUR

1,031.2
9.5
1,076.6
9.9
1,028.4
784.5

1.50

1,295.3
12.3
1,309.8
12.5
1,320.8
1,022.7

1.96

including a charge for the impairment of assets and
recognition of provisions for commitments in Russia and
Ukraine, as well as costs for restructuring measures. Further
information can be found in the notes to the financial
statements. In the comparison period, items affecting
comparability consisted of restructuring costs.

With comparable exchange rates, the translation impact
on operating income for the comparison period was EUR 64.8
million.

KONE&6s income before taxes was EUR 1,028.4 million.
Taxes totaled EUR 244.0 (298.1) million. This represents an
effective tax rate of 23.7% for the full financial year. Net
income for the period was EUR 784.5 million.

Basic earnings per share was EUR 1.50.

Cash flow and financial position

Cash flow and financial position

KONE®&s f i nanwass&dng g thesendtof Deaember
2022.

Jan 1i Dec 31, 2022

Jan 1i Dec 31, 2021

Cash flow from operations (before financing items and
taxes) during Januaryi December 2022 declined from an
exce_‘pthnally hlg.h Ieyel to EUR 7.54'7 million, due tq the . Net working capital (including financing items and taxes),
decline in operating income and increased net working capital. MEUR

Net working capital (including financing items and taxes)
was EUR -903.9 million at the end of December 2022.
Working capital was affected by the decrease in accounts Gearing, %
payable and the increase in accounts receivable, as well as Equity ratio, %
by the decrease in advances received due to the decline in
orders received in China. The decision to suspend deliveries

Cash flow from operations (before financing items and
taxes), MEUR

Interest-bearing net debt, MEUR

Equity per share, EUR

754.7

-903.9
-1,309.0
-45.7
40.3
5.49

1,828.7

-1,468.2
-2,164.1
-67.6
41.2
6.13

9
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and divest our operations in Russia and higher than average
inventories also impacted working capital.

Interest-bearing net debt was EUR -1,309.0 million at the
end of December 2022. KONE6s cash and cash equivalents
together with current deposits and loan receivables were EUR
1,970.4 (Dec 31, 2021: 2,885.1) million at the end of the
reporting period. Interest-bearing liabilities were EUR 673.9
(Dec 31, 2021: 746.5) million, including a pension liability of
EUR 140.0 (Dec 31, 2021: 194.3) million and leasing liability
of EUR 324.0 (Dec 31, 2021: 343.6) million. Additionally,
KONE had an asset on employee benefits, EUR 10.0 (Dec 31,
2021: 22.9) million. Gearing was -45.7% and the equity ratio
was 40.3% at the end of December 2022.

Equity per share was EUR 5.49.

Capital expenditure and acquisition

R ) ) Capital expenditure & acquisitions
KONEG&6s capital expenditure and ed FUR

237.4 million in Januaryi December 2022. Capital expenditure

excluding acquisitions was mainly related to equipment and MEUR Jan 1iDec 31, 2022 Jan 1iDec 31, 2021
facilities in R&D, IT and production. Capital expenditure on On fixed assets 101.7 96.5
leases consists mainly of maintenance vehicles and office On leasing agreements 107.5 120.6
faCIlltleS._ N o N On acquisitions 28.1 50.1

Acquisitions totaled EUR 28.1 million in Januaryi
Total 237.4 267.3

December 2022. KONE completed acquisitions of small
maintenance businesses in the EMEA region.

10 KONE ANNUAL REVIEW 2022
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Research and development

The objective of KONEOGS
differentiation by putting the needs of customers and users at
the center of all developments. Our R&D activities focus on
developing smart and sustainable solutions that adapt to
future needs. By integrating elevators and escalators with
digital systems, we enable an even smoother people flow and
an improved user experience. Built-in connectivity in our
KONE DX Class elevators provide a digital platform for
various services and new business models. We support our
customers in achieving their eco-efficiency goals throughout
the building lifecycle, for instance by continuously developing
the energy-efficiency of our solutions. Additionally, we
continue to develop a variety of strategic partnerships to
further enhance our customer focused solutions. Thanks to
KONE6s worl dwi de engagement
and extensive contribution to standardization, we ensure
regulatory conformity as well as cost competitive market
access for our innovative solutions.

Research and development expenditure totaled EUR
187.8 million, representing 1.7% of sales in Januaryi
December 2022. R&D expenditure includes the development
of new products and service concepts as well as further
development of existing solutions and services.

resear

R&D expenditure

¢ MEUR

Jan 1i Dec 31, 2022 Jan 1i Dec 31, 2021

R&D expenditure
As percentage of sales, %

187.8 188.8
1.7 1.8

In March, KONE introduced a new range of products,
solutions and services to help transform people and material
flow on construction sites and provide new solutions for how
buildings can become more flexible, adaptable and
sustainable. Highlights consist of KONE Construction Time
Use solutions including KONE 24/7 Connected Services for
improved insights and uptime; a new, standardized version of
KONE JumplLift for machine-roomless elevators; as well as
t he i ndust r ynéutral élevatosthroughahe bse of

| earbon offsefting anck elpvatprs thay arenfuly cpMpRtiBle with

wooden buildings. In addition, KONE DX Class elevators were
launched in the United States and Canada. Offering updates
introduced in the new equipment business during the first
quarter included a renewed elevator car design, air purifiers,
as well as convenient tools for calculating energy
consumption data and finding the right design combinations
for building designers.

In June, KONE won three awards in the prestigious Red
Dot Award: Product Design 2022 competition for a series of

culture-inspired elevator interiors, a voice-operated call
system and an energy saving motor.

During the third quarter, a cybersecurity certification was
received for KONE DX class elevators. The IEC 62443-4-1
certification by TUV Rheinland, a global provider of technical,
safety, and certification services, demonstrates that
cybersecurity is an essential element in KONE's product
development. To protect the company and customers from the
consequences of cyberattacks, KONE is committed to
complying with the new 1ISO 8102-20 cybersecurity standard,
published in August. KONE also continues to drive
cybersecurity standardization together with peers and
partners to ensure the safety of the entire industry.

During the fourth quarter, two KONE leaders were
recognized in the renowned IoT (Internet of Things) Awards
2022 by CBT, an industry advisor and thought leader in the
field of IoT.
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Non-financial information

Sustainability is a source of innovation and a competitive
advantage for KONE. We want to be the most trusted partner
to our customers throughout the building life cycle and help
them achieve their sustainability objectives, creating better
urban environments. At KONE, sustainability covers our
offering, operations and culture and encompasses the
environmental aspect, diversity and inclusion, safety, quality
and ethics and compliance. Our strategy and values reflect
our commitment to sustainable practices.

KONE conducts its business in a responsible and
sustainable way, and we expect the

More information on KONEO®Ss
can be found in the Sustainability Report, which is prepared
according to GRI Standards. KONE published its
Sustainability Report for 2021 in the second quarter of 2022.
KONEG&s Sust gortrfoa2D22Iwill beypubkskeed
during the second quarter of 2023.

Board of Dir

Management and

sustainability

KONE has integrated the management of non-
financial matters and sustainability into

same commitment from all our
partners. We are committed to
complying with the laws and
regulations of the countries in which
we operate. KONE is a member of the
UN Global Compact and dedicated to p

KONE® s
Report 2022

S

Q2 2023

A Will be published during

US 1t &8 managementand supervisors work to ensure

that employees are familiar with and comply
with the legislation, regulations, and internal
operating guidelines of their respective areas of
responsibility, and
services are in full compliance with all codes
and standards applicable to them.
Ultimately, sustainability and its
management are the

upholding its ten principles, which are A Inthe report, you can
aimed at promoting sustainability and find more detailed
fairness in the business environment. information about
The principles are embedded in our sustainability
strategy, policies and procedures,

such as KONEO&6s Code of Conduct

Human Rights Policy, Competition Compliance Policy, and
Climate and Environmental Excellence Program, as well as in
related processes. In addition, KONE supports the UN
Sustainable Development agenda and its goals. KONE has
also signed the Paris Pledge for Action climate initiative and,
in 2020, set Science Based Targets for reducing emissions in
its own operations, offering and the value chain by 2030,
showing climate leadership and commitment to limiting global
warming to 1.5 degrees celsius in accordance with the Paris
Climate Agreement. KONE applies the Task Force on
Climate-related Financial Disclosure (TCFD) reporting
principles in order to report about climate-related financial
risks and opportunities. The table on this text maps the pages
of the report where disclosures according to TCFD
requirements can be found.

KONEb&6s strategy and business
pages3i50f KONEOGs Annual Review 2
management related to the matters below are described in the
section dRisks and risk management related to the reporting of
non-financial informationd

President and CEO and the Executive Board.

' KONE&6s Executive Board
sustainability topics, including e.g. environmental, social and
compliance topics, in each meeting given the strong emphasis
on sustainability in KONEO&6s st
with Customer so. Further mor e,
where sustainability and climate-related topics are regularly
discussed: The Quality and Environmental Board chaired by
the Executive Vice President of Operations Development and
the Offering and Technology Board chaired by KONE
President and CEO. Both the Quality and Environmental
Board and the Offering and Technology Board consists of
Executive Board level members. KONE also has a
Sustainability Board, a steering committee dedicated to
sustainability topics, with climate and environment among the
prioritized areas. Sev ecutael
Board are members of the Sustainability Board, which is
chBifed 18 lExedufive Vicd Présfdént _oPC?EQratiGnE
BevetopmeRR.11Ir52629, KBNEDormied Sskparate sustainability
reporting steering group focused on the development of
KONEG&6s s ust aodsarepoactieis.tThye group & c |
chaired by the sustainability program lead, and members

a pnplude ExectitivetVice Psesident afiOpeeationsl Develgpment,

Chief Financial Officer and General Counsel, as well as senior
experts from the investor relations, assurance, environmental,
communications and corporate controlling functions.

KONE6s Board of Directors is |
and supervising the implementat
inclujin sustaipability topics and climate changg issues. The
Bokir a&dr&igms K6 &d r%k'mgnﬁgimerﬂ, ncluding

environmental, social and anti-corruption matters. In addition,
the Board and its Nomination and Compensation Committee
review and approve the sustainability related key performance

operations throughoutthe o r gani z at i o niNJiCRQeH e share-based long-term incentive plan and

monitor KONEOGs progression agai

External recognitions

KONE has received external recognition for its efforts to

t h a t conduotNEsimess iparsesthinable way. ®uriag 2022, KONE

was informed that it would be ranked among Corporate
Kni ghtsd 2023 100 Most Sustai
World. Global 100 companies represent the top echelon in the

na

r e s p owerdiomsustainabilite perfognancex Moxesvgrs KONE was

again included in the FTSE4Good

dGlirgage Chasge & List 2021 among the top climate change

performers. CDP is an international non-profit organization
that drives engagement for climate action. This is the tenth
gomsecytiyeyyeantimukONER Hanaghieved a lsadetshiressose
of Oor B- innthe €limate €hange ratirghwhigh dempnstiates
our long-term commitment to environmental work and
sustainability. KONE was also awarded the best A grade in
CDP6s 2021 Supplier Engagement
leadership and best practice in engaging our suppliers on
climate change issues. In addition, KONE was awarded Gold
medal in the annual EcoVadis sustainability performance
assessment covering environment, labor and human rights,
ethics and sustainable procurement. This places KONE in the
top 3% of all companies assessed in 2022.

me mBretap of the above, EKNNEJVEs omcg again awarded as one

of the best employers in the world by Forbes business

magazineon t heir Forbes 2022 Worl d:
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Non-financial key performance indicators

Key performance indicator

Target

2022 results

2021 results

Environmental
matters

Greenhouse gas emissions from own operations
(Scope 1 and 2) 1)

Product-related greenhouse gas emissions
(Scope 3) 1)

Long-term target (2030):

50% reduction in absolute emissions, carbon
neutral operations

2022 target: 16% reduction in Scope 1 and 2
absolute carbon footprint from 2019 baseline
Long-term target (2030):

40% reduction in product-related Scope 3
emissions relative to ordered products

Will be published in the Sustainability Report
during Q2 2023

Will be published in the Sustainability Report
during Q2 2023

15% reduction

KONEOGs product amssionsy al u
(Scope 3) per products ordered decreased by
0.3% compared to 2020 and increased by 0.4%
compared to 2018

social matters

Employee engagement 3)

Maintain employee engagement on a strong level

Results remained clearly above the global norm

Share of renewable electricity used Long-term target (2030): 100% Will be published in the Sustainability Report 80%
in our facilities, % 2025 target: 80% during Q2 2023
2022 target: 75%
Share of key suppliers 1ISO 14001 certified, % 100% 100% 88%
Share of landfill waste at our manufacturing units, 0% by 2030 Will be published in the Sustainability Report 0.4%
% during Q2 2023
Number of products covered by Environmental 17 by 2022 17 13
Product Declarations
Personnel and Industrial Injury Frequency Rate (IIFR) 2) Zero injuries IIFR 1.4 IIFR 1.6

Slight decline. Remained above the external
high-performance benchmark

Code of Conduct

As of 2022, we track the share of distributors who
have signed the 2018 or 2021 version of the
Distributor Code of Conduct

Personnel voluntary turnover rate, % 4) Maintain voluntary turnover below market level 7.9% 7.8%
Share of women in director level positions, % 35% of director level positions occupied by 23.5% 21%
women by 2030

Average learning hours per employee >40 hours per year 85| 43
Human rights, % of total employees who have completed at 90% 53% 96%
anti-corruption & least one ethics & compliance training during the
bribery year Planned global training was delayed due to

Russian sanctions work and COVID-19

% of KONE's overall external spend that is 80% 86% 80%

covered by KONE Supplier Code of Conduct or

equivalent accepted by KONE

% of distributors who have signed the Distributor 100% 42% 100% of our distributors in China and 99% in the

rest of the world

Until 2021, we tracked the share of distributors
who had signed the 2016 or 2018 version of the
Distributor Code of Conduct

1) The greenhouse gas emissions from our own operations and value chain have been calculated in accordance with ISO 14064 and the Greenhouse Gas Protocol Corporate Accounting and Reporting Standard and Corporate Value
Chain (Scope 3) Accounting and Reporting Standard. The Scope 2 emissions have been calculated according to the dual reporting principles of the GHG Protocol Scope 2 Guidance (market- and location-based method).

2) The number of lost time injuries of one day or more, per million hours worked
3) Not fully comparable due to new survey provider
4) Sum of voluntarily left employees (with permanent contract) over 12 months divided by average closing headcount over 12 months
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ENVIRONMENTAL MATTERS

I'n Iline with KONE6s strategic
sustainability, our environmental approach supports the
ongoing green and digital transformation of the built
environment into smart eco-cities, low-carbon communities,
and net zero energy buildings.

We have defined our environmental ambition and
objectives as well as our commitment to environmental
sustainability in all activities in our Environmental Policy,
which is publicly available at kone.com.

In 2022, we launched our new Climate and Environmental
Excellence Program and started its implementation by
publishing training materials for KONE employees. The new
program covers four focus areas: partner with customer,
offering, operations and mindset and behavior. In line with our
Environmental Policy, we develop smart and sustainable
technologies for People Flow® and aim to be the preferred
partner for environmentally sustainable urban environments.
We drive transformation towards sustainable, circular and
carbon neutral operations, and engage our employees,
customers, suppliers and partners on climate and
environmental action. The KONE Code of Conduct, the
Supplier Code of Conduct, the Distributor Code of Conduct
and the KONE Global Vehicle Fleet, Facility and Travel
Policies also set out environmental requirements relevant to
the operations of KONE or our partners.

KONE has a climate pledge with science-based targets for
significant greenhouse gas emissions reductions. We are
committed to a 50% cut in the emissions from our own
operations (scope 1 and 2 emissions) by 2030, compared to a
2018 baseline. This target is in line with limiting global
warming to 1.5°C, which is currently the most ambitious
criteria for setting science-based targets. On top of these
ambitious emissions reduction targets, we aim to achieve
carbon neutral operations by 2030 by offsetting the remaining
emissions. In addition, we target a 40% reduction in the
emissionsrelatedto our productsd mater.i
energy use (scope 3 emissions) over the same period, relative
to orders received. KONE was the first to validate its science-
based targets against the latest climate science in the elevator
and escalator industyand KONE&s t argets are
most ambitious in the industry to date. With our climate
pledge, we are taking even stronger action and leading the
way in our industry to create more sustainable urban
environments.

rel di sc
TCFD recommended disclosures Content i mepd{tONEO s
Governance Boar do6s over srelaged tisksafd c | Non-financial information / Management and Board of
opportunities Directorsod6 oversight of sustai
Management ds r ol e i n as Non-financial information/ Management and Board of
climate-related risks and opportunities Directorso6 oversight of sustai
Strategy Climate-related risks and opportunities over the Non-financial information / Environmental matters, p. 14
short, medium and long term Risks and risk management related to the reporting of non-
financial information, p. 29
Impact of climate-related risks and opportunities Strategy, p. 3
on the organizationds b Rsksandsskmanggenerit relatéd ¢oghe reportirtg of non-
financial planning financial information, p. 29
Resilience of strategy, taking into consideration Risks and risk management related to the reporting of non-
different climate-related scenarios financial information, p. 29
Risk Processes for identifying and assessing climate- Risks and risk management related to the reporting of non-
management related risks financial information, p. 29
Processes for managing climate-related risks Risks and risk management related to the reporting of non-
financial information, p. 29
How processes for identifying, assessing and Risks and risk management related to the reporting of non-
managing climate-related risks are integrated into  financial information, p. 29
the organizations overall risk management
Metrics and Metrics used to assess climate-related risks and Non-financial information / Key performance indicators, p. 13
targets opportunities
) ) Non-financial information / Environmental matters, p. 14
als and |ifeti me
Scope 1, Scope 2 and Scope 3 emissions and Non-financial information / Key performance indicators, p. 13
the related risks
Non-financial information / Environmental matters, p. 14
among the
Targets used to manage climate-related risks and  Non-financial information / Key performance indicators, p. 13
opportunities and performance against targets
Non-financial information / Environmental matters, p. 14

n

n
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We are working ambitiously together with our suppliers to Travel MasterE 110T and KONE Tr comzaied td/20E1 Therldfgest iBdidual factor contributing to
cut emissions, increase the use of sustainable materials and escalators. BVB is a nonprofit organization that evaluates the reduction in Scope 1 and 2 greenhouse gas (GHG)
limit the use of hazardous substances. We screen our solutions for buildings and drives the use of sustainable emissions was the increasing use of renewable electricity in
suppliersdéd performance i n t er mbuildndgmaterals.iFurtheemore,iKONEMVoOreBpace®, ona of d our facilities. In 2021, we exceeded our green electricity target
social responsibility with our Supplier Sustainability the best-in-class rated elevators, received an additional of 50% set in 2017 and, simultaneously, reached our medium-
Assessment. The assessment includes the basic criteria that China-mark certification for its superior energy efficiency. The term target of 80% green electricity by 2025 four years in
must be met in order to continue doing business with KONE, recognition was certified by TUV Rheinland, a global provider advance. All our manufacturing units use only on-site or
as well as other, more advanced criteria. of technical, safety and certification services. purchased renewable electricity, except India. Furthermore,

Most of KONEG&6s environment al f limpouantashieements \Refe2l madelinithe b e many KONE subsidiaries are taking steps to electrify their
published in the Sustainability Report during the second transparent communication about the environmental and vehicle fleets. As an example, nearly 30% of our car fleet in
quarter of 2023. health impacts of our products with Environmental Product Norway and over 10% of our fleets in the Netherlands,

. . . Declarations (EPD) published for four of our solutions. EPDs Sweden and Israel are composed of electric vehicles. While

K ON E gustainable offering were published for KONE MonoSpace® 500 DX for North the majority of Scope 1 and 2 GHG emission reductions were
Requirements for smart and sustainable materials, solutions Ameri can mar kets and KONE Mi ni @Ipl&)l&]j d”IE)UgHOUQOWfRGﬁCB'tR, COWIDt1A restrictions also
and buildings are increasing. We see these shifts in demand KONE UltraRope® elevators, as well as for KONE contributed through their continued impact to business
as a growth opportunity and want to be the preferred partner Travel MasterE 110 and KONE Tr aaoaperdatidbha globadly. Goodlplogress was made in achieving
for our customers. To further understand the emerging needs escalators. The year 2022 marks the 20th anniversary for the our target to reduce GHG emissions in our own operations
and technologies in sustainable, resilient urban environments el evator i n dlsketdEPDbdKONE. Biree thep, u (Scope 1 and 2) during 2022.
and peopleds behavior i n them, wefhaveexpandedthenynbgsef thirdipaty erfied&EPOs i | a r Jlee vast majority of emissions associ ated wi t|
scale research projects and consortiums. line with EN15804. Our EPDs cover the most sold elevator activities are generated outside our immediate operations in

Our innovations can have a significant role in advancing platforms from low- to high-rise. the value chain, particularly b
climate action. We support smart and sustainable construction In 2022, our sustainable offering was extended with the Consumption and material use. In 2021, our product and value
through our energy-efficient and innovative offering, functional launch of the first carbon neutral elevator in the industry. Our chain related Scope 3 GHG emissions decreased by 0.3%
and sustainable materials, as well as transparent customers now have the option to buy their highly energy compared to 2020 and increased by 0.4% compared to 2018,
documentation about our pr odu céfficient KONEDXClass glevater asicarhomewral,twiere relative to ordered products. The major contributing factor to
Lifetime energy consumption is one of the main embodied carbon emissions until the handover (including the decrease was the further improved energy efficiency of
considerations in green buildings and it is also the single most emissions from materials, manufacturing, logistics and our products. We are constantly improving our product-related
significant environmental i mp aigstallaton) are cympeasated pVye dotlow @ three-stey e r a | | . Scope 3 GHG emissions calculations as we work with our
This underlines the importance of eco-efficient solutions. approach to reach carbon neutrality: measure, reduce, and suppliers and partners for more transparent and efficient data

We currently have 31 best-in-class energy efficiency compensate. We measure and communicate our product collection.
references for our elevator and escalator platforms according carbon footprint in our EPDs. We actively reduce our carbon We have also set a separate target of 4% annual reduction
to the international ISO 25745 standard for the energy emissionsinl i ne wi t h KONE®G s Cl i mat e inBdr &cdpg 8 lpgisticOcHrBod otprint relative to units
performance of lifts, escalators and moving walks. Environmental guidelines and overall emission reduction delivered. In 2021, our logistics GHG emissions decreased by

Several KONE solutions have received external targets. The remaining carbon emissions are compensated 3.5% relative to units delivered as compared to the previous
recognition for their environmental performance. During 2022, through a third party i South Pole. year. For waste, our long-term target of 0% landfill waste from
we received Singapore Green Building Product (SGBP) . our manufacturing units by 2030 remains in place. In 2021, we
certifications for KONE Travel %vgnsopegartl(gls 110 and KONE were already at a low level of 0.4% (2020: 0.6%). KONE has a
TransitMasterE 140 escal ator s Runimth&fitsNgaartét of a2, weSfipatizedette calculations long-term and annual biodiversity target stating that KONE
KONE N Mini SpaceE and KONE 3000fS MomoBS@patec&arbon footprint. RoOweEtariag units mustinotpedocaied if or NegrdNBESCO n t
elevators. KONE currently has seven SGBP certifications with data (Scope 1, 2 and 3 GHG emissions) have been externally Word Heritage sites, Nature 2000 or other conservation parks
the highest d.eaderératings. KONE is the first elevator and assured. |n 2021, KONE®&s t ar g e@rbiggiyessitytsensitiveeagpascle2032t KONEffided e i on a |
escalator company to achieve such top ratings in the vertical carbon footprint (Scope 1 and 2) by 7% compared to 2018. target. We will publish the GHG emissions from 2022 in our
transportation category. The SGBP certified solutions are This target was exceeded as our overall operational carbon Sustainability Report during the second quarter of 2023.
recommended for Green Mark certified buildings. In 2022, footprint decreased by 15% compared to 2018. To reflect the KONE uses the ISO 14001 environmental management
KONE also received approved Byggvarubedémningen (BVB) expansion of our operations, we also measure comparable system to enhance its environmental performance. It covers
assessments for the KONE Tr an s datbddostpriet scBpe iviich redute®by 0% in 2021 our corporate units, including all R&D, manufacturing units,

and 32 major country organizations. Three KONE
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manufacturing units have ISO 50001 energy management
system certification. At the end of 2022, 100% (2021: 88%) of
our key suppliers were ISO 14001 certified, our target being
100%.

An increasing trend in customer demand is the focus on
wooden buildings. To

manufacturing unit in Finland continues to hold the FSC®
(Forest Stewardship Council) Chain of Custody certification,
providing credible assurance that elevators manufactured in
this unit come with wooden components from environmentally
and socially responsible

sources.
accommo d a Great Britain and Ireldn@ bbEtidue to hold the FSC® Chain of

Custody certification, meaning that customers can now be
provided this assurance for the full delivery chain for elevators
installed in these countries. To our knowledge, KONE is the
only elevator company to have received FSC® certifications.
KONEG&6s subsidiaries in
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PERSONNEL AND SOCIAL MATTERS

KONE6&6s main goal is to have t
team of professionals, who succeed in a changing world.

Great employee experience, a diverse and inclusive culture,
continuous learning, flexibility, and wellbeing are the core
elements in our Empowered People Way to Win, one of the
four KONE-wide transformation and development initiatives,
which enable us to succeed in
are all guided by ethical principles. Employee rights and
responsibilities include the right to a safe and healthy working
environment, fair and equitable labor conditions, personal
wellbeing, freedom of association, collective bargaining, non-
discrimination, and the right to a working environment in which
harassment and bullying are not tolerated.

Impact of COVID-19 on the way we work

While the COVID-19 pandemic continued globally in 2022, its
impact to how KONE people were able to work lessened in
most parts of the world. In China, lockdowns continued during
the second half of the year but their impact on our operations
was clearly smaller than in the second quarter. At end of the
year, China released all COVID-19 restrictions, which raised
absenteeism levels in our organization. We were, however,
able to continue operations without major disruptions. Our
priority globally has been to serve our customers in the safest
possible manner. We have supported our employees by
offering protective equipment and flexibility where needed, as
well as by ensuring easy access to information on how to
enhance wellbeing.

Diversity, equity and inclusion

We actively encourage diversity at KONE, and our values
guide us in upholding an inclusive culture. We follow diversity
from several perspectives, including industry background,
competence and gender. As one of the Diversity, Equity and
Inclusion (DEI) specific goals, we have committed to making a
step-change in the share of women at director level and
increase it to 35% by 2030. In 2022, the share of women in
director level positions increased to 23.5% (21%). Most of our
employees are men representing 89% (88%) of our people
globally. We continue our efforts towards achieving a more
bal anced gender split. Duri
workforce included 151 (145) nationalities. To strengthen our
global approach and deepen our customer and market

ng

Number of employees

na AN NAaAaned

Jan 1i Dec 31, 2022 Jan 1i Dec 31, 2021
Number of employees at the end of period 63,277 62,720
Average number of employees 63,186 61,698

our strateag KONEG6s activities
Geographical distribution of KONE employees
Dec 31, 2022 Dec 31, 2021

EMEA 23,628 23,669
Americas 7,442 7,258
Asia-Pacific 32,208 31,792
Total 63,277 62,720
Personnel voluntary turnover rate was 7.9% (7.8%). Employee costs for the reporting period totaled EUR 3,533 (3,222) million. The geographical distribution of
KONE employees was 37% (December 31,2021: 38%) in EMEA, 12% (12%) in the Americas and 51% (51%) in Asia-Pacific.

insights, we also have goals to increase cultural diversity in
our global teams.

In 2022, we continued to engage our senior leaders in a
DEI learning journey to pave the way for a more inclusive
culture. We also continued to strengthen DEI maturity in our
countries through various actions, from transparent
communication to data driven decision making and more
inclusive talent practices and culture. We launched two global
Empl oyee Resource Groups, the
Resource Group (SPARK) and the LGBTIQ+ Employee
Resource Group, with the aim to continuously improve our
empl oyees6 inclusion
positive actions. In November, we celebrated Inclusion week
and conducted a global Inclusion survey to understand how
our employees experience their daily work from an inclusion

point of view.
OQur focus on driving DEI 4 s
basedlongt er m i ncentive planés

includes diversity related targets.

KQNE cylterg & proployes engagement K ONE 6 s

During 2022, we continued
ensure that it supports our strategic targets. We focused on

ex per i encengagedmendandarelateg Rulse ethplayee swvey. The

embedding cultural development into existing processes and
transformational activities i our employee journey, programs,
and leadership development. We also continued raising
awareness of the role each employee plays in contributing to
the success of our strategy with their actions and behaviors. A
key highlight was the launch of the KONE Culture Playbook in
the beginning of 2022. The playbook serves as an invitation
for everyone at KONE to take part in developing our ways of
tiickimgeanddverkirig ogethery e e

Maki ng KONE a great place to
one strategic target and it is measured by employee
and
survey offers employees an opportunity to give feedback and
covers topics such as employee engagement, leadership,
learning and growth, sustainability, customer centricity,
innovation as well as diversity, equity and inclusion.

showed that we provide a positive employee experience and
an inclusive working environment, and that our employees
would recommend KONE as a great place to work. Despite a

d e v e $lightdecling frop the reyigus year| engageraenticagtinued

to be on a high level. We also organized Pulse Talks across
all teams at KONE with 94% of employees participating. The

17 KONE ANNUAL REVIEW 2022

\

Vi KONE®@s al4tohigl KIDNIEGBulsdareur v
s u stheaeanwatth9il% of allyemphogeesrtakieg,partwiing reshlts



BOARD OF DI RECTORS6 REPORT

objective of the Talks was to ensure involvement of all
employees globally in Pulse result discussions and action
planning, e.g., to maintain continuous dialogue with
employees and make KONE an even better workplace.

KONE hosts a European Employee Forum annually to
bring together employee representatives and top
management to discuss issues ranging from safety to
business development. A smaller working group meets two to
four times a year to ensure continuous discussion on
important developments affecting our employees. In 2022,
topic covered in the Employee Forum included regular
business updates and discussions about the &Gustainable
Success with Customersostrategy. Specific focus areas
included the development of the service business as well as
safety, sustainability and quality.

Learning and development

We strive to have the best professionals with the right
competencies in each position. To support our employees and
develop the needed organizational capabilities and
competencies, we put a strong focus on a growing range of
learning opportunities. With the 70-20-10 approach, we
believe that 70% of our learning happens through practical
experiences, 20% through social learning and 10% through
formal development and training.

We continued to build the agility of our learning culture,
focusing on mentoring, coaching, social learning methods and
discussing of cultural elements and learning mindset. We
continuously encourage our employees to stay curious, learn
from others and focus on constant personal and professional
development, for example through regular performance
discussions, by preparing individual development plans and
completing their talent profiles.

We have a wide variety of internal learning offering from
short digital nanomodules and videos to Virtual Reality and
gamified solutions and using Al generated content, as well as
trainer-led courses lasting several days. In addition, external
learning libraries are in active use to cover the training needs
of our personnel. All our employees complete certain
compliance trainings based on their roles, and for example
our field employees go through methods and safety related
trainings on a regular basis highlighting that safety is our first
priority. On average, KONE employees used 35 (43) hours in
2022 on formal development and training, in addition to
learning that happens through hands-on experiences and
social learning. The drop in the training hours was mainly

driven by cancellations of face-to-face trainings due to
COVID-19 pandemic in China. In 2022, a global learning
dashboard was launched to follow the completion rate of
learning solutions in specified strategic competence areas.

During 2022, we further emphasized the internal marketing
and promotion of priority learning solutions that drive
competence development efforts for both organization-wide
and role-specific competences related to, for example, Lean
thinking and leadership skills as well as digital and customer
understanding. The promoted learning solutions are prioritized
via the Upskilling program that was launched in 2021 to
support the KONE &ustainable Success with Customers 6
strategy realization from a competence development
perspective.

Talent attraction

A key focus area within the KONE people strategy is attracting
the best talent by providing a great employee experience.

Recruitment volumes stabilized almost to pre-pandemic
levels during 2022. Targeting new competencies and
increasing diversity through recruitment continued to be one
of K ORefEfocus areas. Our efforts to increase diversity
through recruitment resulted in a large number of applicants
and hires from outside the elevator and escalator industry. We
were also able to recruit an increasing number of people with
new competencies related to, for example, digitalization and
solution selling. Systematic activities around talent attraction
and building talent pipelines have helped us to keep the times
to hire and quality of hires on a good level even though the
increasingly challenging talent market has impacted talent
attraction and recruitment in many areas.

We offered local trainee positions for university students
and continued to further strengthen our employer brand
through active school collaboration.

SAFETY

Safety is our highest priority and we aim to be the benchmark
for health and safety in our industry, and to continually
improve our health and safety performance. To guide us in
ensuring the safety of our employees, the users of our
equipment and our partners alike, KONE has a company-wide
safety management system (SMS) in place that sets forth
minimum company requirements. Our SMS is based on the
requirements of ISO 45001 Occupational health and safety

management systems, and in many cases, it sets higher
standards than local legislation.

In 2022, our SMS was updated to drive continual
improvement in safety with new human-centric initiatives and
clarified priorities. The revised SMS further emphasizes the
right of all employees to stop working in unsafe conditions.
Everyone at KONE is required to assess the safety of the
tasks at hand and has the duty and authority to stop work if
unsafe, to ask for support, or take the necessary actions to
continue the job safely. To support this initiative, we will
continue to promote a culture where stop work authority can
be exercised without fear of punishment. The SMS revision
also sets expectations regarding communication on and
participation in our global safety forums to all members of
local safety teams and introduces the new safety programs
that have been put into practice during the year.

KONE safety programs are set to drive safety performance
improvement. One of the newly added concepts, borrowed
from Lean methodology, is Gemba. KONE leaders carry out
regular Gemba walks on different types of work environments
to observe and to understand the reality, uncover
opportunities for continual improvement and to learn new
ways to support employees with focus on workplace safety.
Another new concept is the Human Factors (HF) approach in
safety management. In 2022, we kicked off the concept with
webinars and workshops for safety professionals and
managers. We aim at
incident analysis process to help elevate the focus not only on
technical aspects and compliance in incident investigations
and risk assessments, but also on how human factors
contribute to safety both positively and negatively. During the
year we also started a Subcontractor Safety Development
Audit (SSDA) program with a focus on reviewing the safety
management of subcontractor activities in KONE units. The
program was well received and is planned to be made regular
in the future.

The management of safety risks arising from our work
activities is crucial, and therefore KONE has company-wide
standards to ensure that risks are identified, assessed, and
controlled. To support in controlling the main risks in the
workplace and prevent incidents, we have nine KONE Core
Safety Principles in place. The principles are expected
behaviors common to all KONE employees, subcontractors
and everyone we work with.

Our dedication to safety is reflected across the company 1
from design, engineering and production to installation,
maintenance, training and customer support. We design our
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solutions and processes to enable us to conduct our business
in a safe and sustainable manner and consistently apply the
KONE safety management system in all our activities.
Managers perform regular audits to measure compliance with
KONEG&6s pol i ci e sdefinqu warking metheds.
Corrective actions are taken if deviations are identified. KONE
also conducts process audits to identify possible obstacles to
work safely. If any are found, the work in question is stopped
until a safe method is approved.

Over the year, we have put effort on strategic longer-term
plans for safety development, to support the transition to a
more proactive approach when addressing safety topics. We
constantly monitor our safety performance using several
indicators, including Industrial Injury Frequency Rate (IIFR). In
2022, our lIFR was 1.4 (1.6). Our target is to reach IIFR 0.6 by
2030, and we continue to target zero injuries. As proactive
indicators, we tracked for instance the number of
management workplace visits and the number of customer
and user safety promotion events. Monthly safety
performance follow-up was carried out by every area, in global
safety meetings, and by the Executive Board.

We are determined to continue reducing the number of
incidents and injuries and expect our years of favorable safety
progress to continue with strong efforts on building a culture,
supportive of psychological and physical safety. To enable
learning from the past and avoid accidents in the future, all
employees at KONE are encouraged to actively report safety
occurrences and have access to our global safety incident
reporting tool, KONE Safety Solution (KSS). The number of
near misses recorded in KSS increased by 17% (22%)
compared to 2021. As the quantity of the reported near
misses is steadily on a good level, we continued driving the
quality, investigation and analysis of our near miss and
incident reports, as well as improving data utilization,
transparency, and sharing lessons learned.

Health and safety awareness at KONE is supported by
dedicated communication campaigns and training. The global
KONE Safety Week was organized in all KONE units in May
2022 with a theme of Human Factors. Various safety related
activities were held during the week for both internal and
external stakeholders. A global year-end safety campaign was
also organized to raise safety commitment and awareness of
our Core Safety Principles.

All KONE employees are required to complete a general
safety training related to our safety management framework
and KONEO®s Satety Pdlidy. Insadddion, our
employees receive health and safety training relevant to their

work. To complement the existing safety promotion and
training practices, monthly global toolbox talks were launched
at the beginning of 2022 to support local safety units and drive
consistent practices. The toolbox materials are available for

a n d all KONE employees.

The safety of the people using elevators, escalators and
automatic building doors involves everyone from technology
and maintenance service providers to building owners and
equipment users. Therefore, we work closely with our
customers to help them recognize and deal with situations
that could lead to safety risks. We communicate actively about
safety, organize activities and provide training along with
educational materials to our customers and the general public
to help equipment users stay safe.

HUMAN RIGHTS, ANTI-CORRUPTION AND
BRIBERY

KONE6s Code of Conduct f or ms
company culture and is the foundation of our ethical business
practices. The Code sets out the responsible and ethical
conduct expected of KONE employees and companies and is
available in 33 languages on kone.com. The topics covered in
the Code of Conduct include conflicts of interest, corruption,
competition compliance, trade compliance, workplace well-
being, health and safety, environmental compliance, human
rights, privacy, fraud and theft, cybersecurity, intellectual
property and confidentiality, external communications and
insider trading. Also emphasized i s
policy which states that we do not tolerate any form of
retaliation against anyone having made good faith compliance
reports. Regular face-to-face compliance training is provided
to employees. In 2022, 53% of KONE employees completed
at least one compliance training. The lower than target level of
completions was due to planned global training being delayed
because of Russian sanctions work and COVID-19 pandemic.
Dedicated compliance officers help employees comply
wi t h K O NeobdGondGob, dnd our global and regional
compliance committees advise and take decisions on
compliance matters, including investigations into allegations of
employee misconduct as well as human rights and corruption
violations. All KONE employees are expected to understand
and abide by the Code and to report any violations using the
channels available for this purpose. Our internal reporting
channels include reporting to management, HR, Legal or
Compliance. We also have a confidential reporting channel for

K O NrEtdliationn o n

raising concerns, the Compliance Line, available for our
employees, suppliers, distributors and the public at all times. It
is operated by an independent third party and is accessible
(anonymously, where permitted by local law) via phone and/or
web in over 30 languages. Reports can be submitted on a
range of topics including fraud and theft, fraudulent reporting,
corruption, competition law, human rights, harassment and
discrimination, data protection and confidentiality,
environment and safety, trade compliance and conflicts of
interest. All reports are handled by a dedicated impartial
KONE Compliance team.

In 2022, we received a total of 177 compliance reports, of
which 32% were received through the Compliance Line. Of
the total number of reports, 30% were fraud/corruption
related, 34% were HR related, 14% related to conflicts of
interest, and the remaining 22% fell under various other
categories. In total 35% of the 159 cases closed in 2022 were
either substantiated or partially substantiated, and disciplinary
actions in those cases ranged from coaching discussions to

a terminalidn ef @mpoymert, vith127 etnploy&ed who were

dismissed or resigned as a result of compliance
investigations.

KONE6&6s general Code of
Supplier and Distributor Codes of Conduct. Our Supplier Code
of Conduct is available in 30 languages and sets out the
ethical business practice requirements that we expect from
our suppliers. It covers areas such as legal compliance,
ethical conduct, our zero tolerance for bribery and corruption,
and the standards we require from our suppliers in terms of
labor and human rights, health and safety, and environmental
issues. KONE may terminate its contracts with suppliers for
failure to adhere to the Code.

KONE expects its suppliers to comply with the
requirements of the Supplier Code of Conduct in all their
dealings with KONE, as well as with their own employees and
suppliers, and third parties including government officials. All
our suppliers are e SypplierCeaddoft
Conduct. By the end of 2022, 86% (80%) of K ONE 0 s
spend was with suppliers and installation subcontractors who
have signed KONE®G6s Sup pefuivaent.

KONEG6s Distributor Code of
as the Supplier Code of Conduct. It is available in 7
languages. As business partners, our distributors are
expected to comply with the requirements of the Code in all
their dealings with KONE, as well as in respect of their own
employees, customers and suppliers, and third parties
including government officials. We aim to have the Code
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signed by all our distributors. Starting from 2022, we track the

share of distributors who have signed the 2018 or 2021 The human rights program is discussed and reviewed on a
version of the Distributor Code of Conduct. By the end of regular basis in the Global Compliance Committee and the
2022, 42% of our distributors had signed either the 2018 or Sustainability Board.

2021 version of the Distributor Code of Conduct.

All the above Codes of Conduct are available on Embedding human rights in KONE strategy, policies

Kone.com. and processes
Anti-corruption and bribery We identify, assess and prioriti;e human rights impa}cts
throughout our business and aim to prevent and mitigate

In 2022, we issued new instructions on gifts and corporate those impacts in an on-going manner by embedding human

hospitality as part of our anti-bribery actions. Training on the rights in our strategy, policies and processes. Our human

instructions is being rolled-out to all key employee groups and rights due diligence process consists of impact assessments,

this will continue in 2023. third party due diligence, supplier screenings and internal
Duringtheyear, we wupdated KONEOs Coagspsenients andsirveys. We continuously develop our

Compliance Policy and rolled out new training on this topic human rights due diligence program in order to identify and

which was assigned to relevant employees (approximately address potential risks in our own operations and in our

31,000 in total). The training was offered in 34 languages and supply and delivery chain.

by year end, 98% of KONE employees who were assigned In order to identify and address potential risks in our

the training had completed it. supply chain we continued to develop our supplier

assessment program in relation to human rights. In 2022, we
conducted both online and on-site human rights assessments.
In 2022, we issued a new Human Rights Policy which sets out We received online survey responses from 171 suppliers

our commitment to respect human rights. This policy covering 251 production sites early in the year. The online
compl ements KONEOGs Code of Co nguestonnaite was thengdviaet and sept to lovier200esgppliers
including KONEOGs Supplier and iDDesambar2022t Atotal of 10 dresite honfian rigbtsr d u c t .

Respect for human rights

Our Human Rights Policy is available on kone.com and is assessments were conducted in 2022, with a large majority of
reviewed annually. them taking place in India.

KONEG6s Gl obal Compliance Commi ©u kuean rights impactiassessmgnt, €ooduated with
Executive Board members, Corporate Controller, and Head of assistance of an external party in 2019, has recognized our
Global Compliance, is accountable for human rights at KONE. salient human rights as 1) health and safety, and 2) respect
A human rights working group reporting to the Global for individualsd | abor rights (prohibiting forced or chil
Compliance Committee began work in April 2022. The discrimination, harassment or bullying, and ensuring freedom
working group assists the Committee in ensuring that KONE of association, collective bargaining, and appropriate working
has an effective human rights program and drives this conditions). Such assessments are reviewed regularly as a
program across KONE. Our human rights program focuses part of an on-going process to reflect changes in our
on: operations and in the business environment. We will update

the impact assessment in early 2023.

A Governance and accountability for human rights We continued screening and monitoring relevant suppliers,

A Continual development of our supplier human rights customers and other third parties with whom we conduct

assessment program business through a compliance screening solution covering

A Regular human rights impact assessments for our international adverse media, sanctions and watchlists.

own operations and supply chain We c_ommunicate internally and ext_ern_ally at_)out our

A Increasing training and awareness on human rights human rights program on a regular basis, including progress

for our employees and business partners on our supplier human rights assessments, trainings, _

A Identifying and taking actions to meet regulatory awareness activities, third-party due diligence and screenings.

requirements
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EU Taxonomy disclosure

EU Taxonomy is a classification system for environmentally
sustainable economic activities. It is a framework to redirect
investments towards more sustainable activities through six
environmental objectives, Do No Significant Harm (DNSH)
criteria, minimum social safeguards, and the detailed technical
screening criteria. KONE discloses information according to
the Non-Financial Reporting Directive (NFRD) on the
environmentally sustainable economic activities as defined in
the EU Taxonomy.

At this stage, only economic activities with the most
significant need and potential to make substantial contribution
to climate change mitigation and adaptation have been
included within the scope of the Climate Delegated Act. The
majority of KONEO6s business, i
maintenance and modernization of elevators and escalators,
does not currently fall within the scope of the Taxonomy
because it is not among the most high-emitting industries.
Nonetheless, KONE has identified certain taxonomy eligible
and aligned activities within its business. KONE has reviewed
the supplementary guidance provided by the EU Commission
in December 2022. However, our interpretation on eligibility
and alignment relies predominantly on the Taxonomy
Regul ation and Climate Del egat
disclosure preparation has been ongoing throughout the year.

We support more sustainable urban environments and
buildings with our energy-efficient and innovative offering and
the use of healthy, functional, and sustainable materials.
Furthermore, we have set ambitious science-based targets for
significant reductions in our greenhouse gas (GHG) emissions

by the year 2030.
Read more about KONEOGS
t he s ec tfiionna n6cN oanl informationo

Minimum Social Safeguards

KONE has reviewed the Minimum Safeguards with respect to
human rights, bribery and corruption, taxation and fair
competition, which are laid out in the EU Taxonomy
Regulation, as well as the final report on Minimum Safeguards
published by the EU Platform on Sustainable Finance. Based
on this review, KONE has determined its activities to be

al i gned. o#eONBrlt, Hliman Rights Policy and
other related policies set out the principles and standards
expected from KONE employees, KONE companies,

suppliers, distributors and other business partners. KONE is
committed to respecting and endorsing internationally
recognized labor and human rights standards. KONE has a
human rights due diligence process, consisting of impact
assessments, third-party due diligence, supplier screenings
and internal assessments and surveys.

Read more about human rights, bribery and anti-corruption
in the
Taxonomy-eligible and aligned turnover

In the 2021 disclosure, we determined that manufacture of
elevators with a regenerative drive could be considered
Taxonomy-eligible based on the description of economic
activity 3.5 6Manufacture of
buil dingsoé in
activity descriptionf or 3. 6
t @Cchnaleo gnia @& o Heanom suitablefer thd actvity.
Thus, manufacture of elevators with regenerative drive has
been recategorized under 3.6. The change of calculation
method, as well as recategorization of the activity have
resulted in higher reported turnover compared to the 2021
disclosure.

When descending with a heavily loaded car or ascending
with a lightly loaded car, elevators can recover energy by
converting the stored mechanical energy into electrical energy
ie dne motor, whighsactkae al geaesatorTElexagors eawipped
with a regenerative drive can push the generated energy back
into the electrical grid of the building, where it can be used by
other building appliances, such as HVAC. While the
regenerated energy varies according to the building type, the
saving can potentially amount to 20-40% of the elevator
consumption in mid-rise buildings, thereby demonstrating
substantial lifecycle GHG emission savings compared to the

envi r deshperiormiag altegnatiyerselution availahlejon the market,

such as mederg elevagopdsivie technology without the ability to
feed electricity back to the building network. The best
available elevator technologies have been studied by EU
Commission in 2019 as part of the Ecodesign Directive
review. KONE has conducted third-party verified lifecycle
assessments for its elevators which include carbon handprint
data, as recommended in the elevator product category rules
and EU Commissiond general recommendations. The
lifecycle GHG emission savings are calculated according to
ISO standards.

KONE has evaluated the DNSH criteria for economic
activity 3.6 and has found its activities to be compliant. The

6Manufacture

pollution prevention and control DNSH criteria requires that
6the activity does not |l ead to
market or use of substances, whether on their own, in

mixtures or in an article, meeting the criteria laid down in

Article 57 of Regulation (EC) 1907/2006 and identified in
accordance with Article 59(1) of that Regulation, except where

their use has been proven to be

s efcitniaonnc i6aNo ni nf or mat i o n &KONEfhastsystensaticrpmgtices and code of conducts with

environmental annex requiring that the substances, materials,
components, parts, sub-assemblies, assemblies, products,
labels affixed to products or used in the manufacturing of the
products and their components do not contain harmful,
hazardous or restricted substances as per required by EU

e Qogmigsipn. Gertain elevater gamponenig eontymiracwhichf o r
A +evalaation,lthe ecBnorhid o wi if liptedrineREACH Candidate list. The use of lead is essential
drem apsafetyeperspechives ascthe puspgse of the e |

evator
safety relevant components like electrification and lead-acid

battery is to ensure the safety of the passengers when the

elevator is in use, also during possible power breaks. As

stated above, KONE also fulfils the minimum social

safeguards criteria. Consequently, elevators manufactured

with a regenerative drive are considered as a Taxonomy-

aligned activity.

In addition to elevators and escalators, KONE &6 s of f er
includes automatic building doors, and we have identified
certain aspects of automatic door business as Taxonomy-
eligible. The description of the economic activity 3.5
6Manufacture of energy efficien

includes NACE code C25.12, which comprises the
manufacture of metal doors, windows and their frames,
shutters and gates as well as metal room partitions for floor
attachment . KONE&s revenue
doors, swing doors, revolving doors, turnstiles, overhead
doors, roller shutters, high speed doors, garage doors and
gates falls within this scope and is considered Taxonomy-
eligible. The installation, maintenance, and repair of these
door/gate solutions is also considered Taxonomy-eligible
based on the description of act
mai nt enance and repair of ener g)
revenue related to the manufacture, installation, maintenance

and repair of doors that fulfils the substantial contribution

criteria for activities 3.5 and 7.3 is not material; thus
Taxonomy-alignment has not been pursued.

rel a
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Taxonomy-eligible CapEx and OpEXx

In the 2021 disclosure, we reported leasing costs for vehicles

as Taxonomy-eligible operational expenditure. After re-

evaluating the criteria, we have categorized vehicle fleet costs

as capital expenditure according to the economic activity 6.5
6Transport by motorbikes, pass
vehiclesd in Annex | . Based on

enger cars
the descri

we have concluded that the | easing costs

vehicle fleet are Taxonomy-eligible as related to category C
®Purchase of output fr om -elighler
economic acti valginmert ould ndtdec o n 0 my
determined, due to lacking information on the fulfilment of
DNSH criteria. We did not identify any category A or B related
capital expenditure.

We did not identify any turnover related or standalone
Taxonomy-eligible operational expenditure.

KONE has defined the total operational expenditure
(denominator), MEUR 252, based on the methodology
specified in the Taxonomy Regulation. It includes research
and development costs of KONE, in addition to cost related to
maintenance and repair of the facilities and buildings, as well
as short-term lease expenses. Prior year the total operational
expenditure also included energy purchases and costs related
to K O N E\&EBicle lease fleet which have been excluded from
the denominator for 2022.

compani es®6

an
pt n of
of

Taxonomy

d commerci al
i o activity
KONEO®Ss

22
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Turnover from products or services associated with Taxonomy-
eligible and aligned economic activities

Substantial contribution criteria DNSH
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Economic activities MEUR % % % % % % % Y/N YN YI/N YN YN YI/N YN % % E T
A. TAXONOMY-ELIGIBLE ACTIVITIES
A.1 Environmentally sustainable activities (taxonomy-
aligned)
Manufacture of other low carbon technologies 3.6 1,539 14.1% 100% 0% 0% 0% 0% 0% Y Y Y Y Y Y 14.1 % N/A E N/A
Turnover of environmentally sustainable activities o o o 5 o 5 5 o
(taxonomy-aligned) (A.1) 1539 141% 100% 0% 0% 0% 0% 0% Y Y Y Y Y Y 14.1% N/A E N/A
A.2 Taxonomy-eligible but not environmentally sustainable
activities (not Taxonomy-aligned activities)
Manufacture of energy efficiency equipment for buildings 35 18 0.2%
Installation, maintenance and repair of energy efficiency o
equipment 7.3 69 0.6 %
Turnover of Taxonomy-eligible but not environmentally
sustainable activities (not Taxonomy-aligned activities) 87 0.8%
(A.2)
Total (A.1+A.2) 1,626 149 %
B. TAXONOMY-NON ELIGIBLE ACTIVITIES
Turnover of Taxonomy-non-eligible activities 9,281 851%
Total (A + B) 10,907  100%

Total turnover as per KONE group reported figures. KONED®O sdinpsectionsc2il.p4.3easd 4#.0nrthe BirafcialrBiatengents. ur nover and capital expe
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Capital expenditure from products or services associated with
Taxonomy-eligible and aligned economic activities

Substantial contribution criteria DNSH

ater and marine resources
ater and marine resources

[Taxonomy-aligned portion of

[Taxonomy-aligned portion of
CapEx, year N-1

Biodiversity and ecosystems
CapEx, year N

Codes

JAbsolute CapEx

Climate change mitigation
Circular economy
Pollution

Minimum safeguards

X [Proportion of CapEx

X [Climate change mitigation

X |Climate change adaptation
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= [Climate change adaptation
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Economic activities MEUR

A. TAXONOMY-ELIGIBLE ACTIVITIES

A.1 Environmentally sustainable activities (taxonomy-
aligned)

CapEx of environmentally sustainable activities
(taxonomy-aligned) (A.1)

A.2 Taxonomy-eligible but not environmentally sustainable
activities (not Taxonomy-aligned activities)

Transport by motorbikes, passenger cars and commercial 6.5 63 26.5 %
vehicles

CapEx of Taxonomy-eligible but not environmentally
sustainable activities (not Taxonomy-aligned 63 26.5%
activities) (A.2)

Total (A.1+A.2) 63  265%

B. TAXONOMY-NON ELIGIBLE ACTIVITIES

CapEx of Taxonomy-non-eligible activities 174 73.5%

Total (A + B) 237 100%

TotalCapEx as per KONE group reported figures. KONEO6s principl es nsf2d.r4.3chedf4id. inithe Binancial'Staterverts. and capi tal expenditure
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Operational expenditure from products or services associated
with Taxonomy-eligible and aligned economic activities

Substantial contribution criteria DNSH
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Economic activities MEUR % % % % % % % Y/N YI/N Y/N YN YN Y/N YN % % E T
A. TAXONOMY-ELIGIBLE ACTIVITIES
A.1 Environmentally sustainable activities (taxonomy-
aligned)
OpEx of environmentally sustainable activities
(taxonomy-aligned) (A.1)
A.2 Taxonomy-eligible but not environmentally sustainable
activities (not Taxonomy-aligned activities)
OpEx of Taxonomy-eligible but not environmentally
sustainable activities (not Taxonomy-aligned activities)
(A.2)
Total (A.1+A.2)
B. TAXONOMY-NON ELIGIBLE ACTIVITIES
OpEx of Taxonomy-non-eligible activities 252 100%
Total (A +B) 252 100%
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i i from all of the defendants together was EUR 81 million at the reporting year. The resulting shortage of energy, materials
Changes in the Executive Board end of December 2022 (December 31, 2021: EUR 154 and services, as well as rising costs, may expose KONE to
million). The total capital amount claimed decreased due to a business disruptions, rescheduling of orders and profitability

In Januaryi December 2022, KONE announced the following settlement during the fourth quarter. KONE & s pos i t i orisks.iGobakshpaly chains also suffered from governmental
changes in the Executive Board. the claims are without merit. No provision has been made. lockdowns in China due to COVID-19 outbreaks during 2022.

Karla Lindahl was appointed Executive Vice President, S ] The lockdowns had adverse impacts on the Chinese
South Europe and Mediterranean and a member of the Most Slgnlflcant rISkS economy, construction activity, availability of workforce and i
Executive Board at KONE as of April 1, 2022. She succeeds thereby the demand for KONEO&s s
Thomas Hinnerskov, Executive Vice President for South In addition to the level of market demand, the
Europe, Middle East and Africa who left KONE at the end of KONE is exposed to risks that may arise from its operations or competitiveness of KONEOGs offer
April. As of April 1, 2022, Samer Halabi, Executive Vice changes in the operating environment. The most significant and profitability. A failure to anticipate or address changes in
President for the Asia-Pacific region excluding China, also risk factors described below can potentially have an adverse customerrequi r ements and in competitc
assumed the responsibility for the Middle East and Africa effect on KONEG6s business oper &oSysmssandpysipess models grinjthg yeguiatgrg i ¢ j o n
region. and, as a result, on the value of the company. Other risks, environment could result in a deterioration of the

Joe Bao was appointed Executive Vice President, which are currently either unknown or considered immaterial competitiveness of KONEOs offer
responsible for the Greater China region and member of the to KONE may, however, become material in the future. changes in the competitive landscape of the elevator and
Executive Board as of October 8, 2022. He succeeds William escalator Industr_y, s_uch_as m_creased competition and
B. Johnson who has retired from the Executive Board after customer consolidation in China, could affect market
serving as Executive Vice President, Greater China since STRATEGIC RISKS dynamics and KONEG6s market shar
2012. A .

On October 21, 2022, KONE announced that Karla Lindahl The demand for KONEOs products and services and the

competitive environment are impacted by the general OPERATIONAL RISKS

economic cycles and especially the level of activity within the . ) .
construction industry. High inflation, rising interest rates and Empowered employees with relevant competencies and skills
supply chain disruptions have weakened the global economic are key to the successful execution of our strategy. With
outl ook which represents a ri sfusiness medgspacnays gfyarking ghangingdndhg

would be on maternity leave as of December 2022, returning
to her position during the summer of 2023. llkka Hara, Chief
Financial Officer, was named interim leader for the South
Europe and Mediterranean region in addition to his current

role. profitability. KONE aims to mitigate these risks with more elevator and escalator industry, KONE needs new

dynamic pricing strategies and contract models as well as organizational capabilities, as well as new competencies and
Other events ongoing actions to improve productivity and lower product talent on the individual employee level in the field of, for

costs. Additionally, geopol it i @amnpledgiglizgafiog. fsthe sang fimg, the GomREElion OO N E 6

. _ o global manufacturing footprint and capabilities. talent, such as skilled field workforce, is increasing. Securing

In 2007, a decision was issued by the European Commission As China accountsforappr oxi mately one thg negdgd resgurcgs @ng ghegircompetence management is
concerning alleged local anticompetitive practices before early sales, a sustained market decline in the Chinese construction critical. A failure to develop and retain the required capabilities
2004 in Germany, Luxembourg, Belgium and the Netherlands industry represents a risk forof Rbggiq thesthrqugh regryitmentcpuld Baé/erap adversa n c e .
by leading elevator and escalator companies, including Liquidity restrictions in the Chinese property markets i mpact on KONEOGs gr.owth and pro
KONEG6s | ocal subsidiaries. A'S&mtinuﬁd‘ﬁrﬁZOZ@HnﬁfhéfF—nﬁ&ng&19ir6rﬁn@rrltren¢a91éhrt The majority of components us:«
issued in 2007 a decision concerning anti-competitive tight throughout the year. The resulting decline in construction are sourced from external suppliers, a significant number of
practices that had taken place before mid-2004 in local activity has adversely affect e‘WYhicikateNoeaied in ghing. (PN algosypcontracts a
Austrian markets by leading elevator and escalator profitability. KONE®&s cust ome rr Sighificantamauntiofgnstallationgeiyity, ougpquiges pegtaing j o g |
companies, including KONEOs | ognihiimisinBividua duomdr risks HFowe¥er, préibnget S | Y  business support processes and works with partners in e.g.
announced by KONE, a number of civil damage claims by liquidity constraints among Chinese property developers could digital services and logistics. This exposes KONE to supply
certain companies and public entities relating to the two 2007 further impact construction ac qh@ir{,apqIc&gistigsrg:wstreindss risks Fﬁl@tgdstoﬁcorrgpgwnﬁp@q] t
decisions, are pending in related countries. The claims have discipline in China and, consequently, the demand and subcontracted labor availability and cost as well as to
been made against various companies concerned by the commercial terms for KONE®Ss s o€¢opfiputydiskdn partnerships. A failure to secure the needed
decisions, including certain KONE companies. All claims are The war in Ukraine increased geopolitical risks, added to materials, components or resources, or quality issues within
independent and are progressing procedurally at different the disruption of global supply chains and increased these, could cause business disruptions, rescheduling of
stages. The total capital amount claimed jointly and severally uncertainty in the European energy markets during the orders and cost increases. Labor availability constraints may
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also impact progress at construction sites. In 2022, KONE
continued to use its global supply network to manage supply
chain disruptions as well as uncertainties in the global
material markets and logistics.

As one of the leading companies in the industry, KONE
has a strong brand and reputation. Issues that impact the
companyb6s reputation or brand
KONEG6&6s business and financi al
reputational risks could materialize in the case of e.g. safety,
cybersecurity or non-compliance incidents, major delivery
issues or product or service quality issues.

HAZARD, SECURITY AND INCIDENTAL
RISKS

KONEG&6s business activiti
uninterrupted operation, quality and reliability of its
manufacturing facilities, sourcing channels, operational
service solutions and logistics processes. The operations of
KONE, its suppliers and customers utilize information
technol ogy extensively and
the quality, integrity, availability and confidentiality of
information. Thus, KONE is exposed to IT disruption and
cybersecurity risks, as operational information systems and
products may be vulnerable to interruption, loss or
manipulation of data, or malfunctions which can result in
disruptions in processes and equipment availability.
Geopolitical tensions, for instance those related to the war in
Ukraine, may lead to cyber, hybrid and even conventional
attacks causing local and global digital disturbances that may
impact KONE, our customers and our suppliers.

A breach of sensitive employee or customer data may
result in significant penalties as well as reputational damage.
Such incidents could be caused by, including but not limited
to, cyber-crime, cyber-attacks, ransomware, information theft,
fraud, or inadvertent actions from our employees and vendors.

Physical damage caused by fire, extreme weather
conditions, natural catastrophes or terrorism, among other
things, could also cause business interruption for KONE or its
suppliers.

es ar

KONEO® s

FINANCIAL RISKS

The majority of KONEG6s sales
currencies other than the euro, which exposes KONE to risks
arising from foreign exchange rate fluctuations. KONE is also
exposed to counterparty risks related to financial institutions,
through the signgicart ampunts ef figuie fgnds dgpgsited with
finaneidl ipstituiang, &1 ¢he forw gf dinancial investments and
in derivatives. Additionally, KONE is exposed to risks related
to liquidity and payment discipline of its customers, which may
impact cash flow or lead to credit losses, especially in China.
Significant changes in local financial or taxation regulation

could also have an i mpact on
liquidity, and cash flow. For further information on financial
risks, please refer to notes 2.4, 3.2 and 5.3 in the Financial
Statements for 2022.
dependent on the
business is dependent on

and

KONE®G s

f
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Risks

Mitigation actions

Weakening of the economic environment,
particularly in China

Geopolitical tensions impacting the
competitiveness of KONEG6s supply
to increased costs or causing potential
disruptions

Changes in the competitive or customer
landscape, customer requirements or
competitorso6 offeri
competitiveness

Increasing material, fuel and/or logistics costs
weakening KONE&s profi

ngs

A failure to secure and develop the needed
organizational capabilities and competencies

Risks related to component and subcontracted
labor availability

Product integrity, safety or quality issues as well
as issues with reputation

Interruptions to KONES®

operations

IT system interruptions and cybersecurity risks

Financial risks

KONE strives to continuously develop its competitiveness in all regions and businesses. KONE has a wide geographic presence, global
manufacturing capabilities and supply network, as well as a balanced business portfolio with a high share of maintenance business.

KONE actively monitors the development of the applicable and relevant regulations, policies and trade rules, prepares for alternative
scenarios and evaluates the competitiveness and vi ability of KONE&6s supply chain and
mitigate the impact of tariffs, for example by applying for tariff exemptions when applicable. KONE also applies increased scrutiny over
business operations that may be affected by international trade restrictions or other geopolitical actions.

KONE aims to be the industry leader with its competitive offering by investing in research and development and by taking an open
innovation approach. KONE also closely follows emerging industry and market trends and actively monitors opportunities for industry
consolidation.

KONE aims to offset cost increases by improving the margin of orders received and adopting dynamic pricing and contract models which
allow KONE to pass on increased supply costs. Improving pricing, securing productivity gains and lowering product costs remains high on
KONE6s agenda.

KONE continuously evaluates the skills and competences required for the execution of the selected strategy and develops and/or acquires
these from internal talent pools or externally. KONE also has extensive training programs in place to develop and retain critical talents.

KONE6és sourcing processes aim to identify critical suppteriner s a
agreements, last-buy options and other measures to ensure the availability of the supply. KONE has also developed multinational
subcontractor pools to ensure subcontractor capacity on aitonrecagd
developed continuously, similarly as with own employees.

The semiconductor market is closely monitored, and the situation managed with detailed planning of delivery execution and active
involvement of supply chain partners among other actions.

To mitigate product risks, KONE has strict quality control processes for product design, supply, manufacturing, installation and
maintenance. In addition, KONE aims for transparent and reliable communication, to prevent reputational risks and to manage potential
incidents. KONE also has stringent corporate governance principles in place.

KONE actively develops business continuity management capabilities to reduce the impact and likelihood of disruptions within its supply
chain. Furthermore, KONE monitors the operations, business continuity management capabilities, financial strength and cybersecurity of
its key suppliers. In addition, KONE aims to secure the availability of alternative sourcing channels for critical components and services.
KONE also has a global property damage and business interruption insurance program in place.

KONE6és gl obal supply chain helps mitigate the risk of
distribution centers and a large supplier network across the globe, which helps to mitigate the impacts from potential disruptions in
individual locations or countries.

KONEG6s security pol i ciuardpramesds|inioenatomand imfasnason sysiems whicleage both in development and in
operation, in order to detect cybersecurity incidents and to respond and recover in a timely manner. KONE works with third-party security
service providers and trusted, well-known technology partners to manage the risks through the control framework. KONE conducts tests,
reviews and exercises to identify areas of risk and to ensure the appropriate preparedness. The company continues to invest in its
cybersecurity capabilities based on these findings. KONE also has a global cyber insurance program in place.

KONE applies centralized risk management in accordance with the KONE Treasury Policy. More information on financial risk management
can be found in notes 2.4,3.2and530f KONEO&6s Financial Statements 2022.

q
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RISKS AND RISK MANAGEMENT RELATED manufacturing unit or distribution center to another location in and ways of working, and we actively collaborate with our
order to back up supply chain and logistics routes in case of suppliers and partners to achieve our targets.
TO THE REPORTING OF NON-FINANCIAL disruptive events. We actively develop our business continuity . . .
INFORMATION with regards to component availability and interruptions to our Climate change scenario analysis
The assessment and analysis ofoW®NEOSsMPpILti 6i 9aidpérmati ons, PBusingdo2s KONE bxpafded it risk dh@ oppoftusity
risks also covers non-financial risks. In line with the management table in this text. We use, for example, assessment to include Climate Change Scenario Analysis, as
requirements of the Finnish Accounting Act, KONE has dedicated location-based software tools to regularly monitor recommended by TCFD, to help ensure that our strategy is
identified the most significant non-financial risks regardless of our supply chain locations for risks related to extreme weather resilient to climate change in a range of possible future states.
their materiality for KONE. In addition, KONE applies the events such as fires, floods or hurricanes. In terms of our In the first phase of the analysis, we focused on the qualitative
guidelines of the Task Force on Climate-Related Financial product development, we apply design specifications and implications of climate-related risks and opportunities in key
Disclosures (TCFD) on the reporting of climate-related risks. specific procedures that aim to ensure product resilience even strategic performance areas of our operations: direct material
The typical effect of the non-financial risks materializing in harsh and changing environmental conditions. Rigorous purchases, manufacturing operations, logistics and product
would be reputational damage to KONE or a negative impact envionmental testing is a part of KfNdedic dgigno duct
on the surrounding society, the environment or individuals. In development to ensure that our products sustain exceptional The scenarios used in KONE®s ¢
addition to the risk mitigation actions described below, KONE and changing weather conditions, such as temperature Analysis are Shared Socio-economic Pathways (SSPs) SSP1,
aims for transparent and reliable communication to prevent variations and moisture. SSP2 and SSP3. The SSPs have been created by an
reputational risks and enable proactive management and Among KONE®&s most relevant t fingemaionl iedaof cinat Kcfentidts, eondfistsanait i a |
learning from incidents, should they occur. shifts in the supply and demand for low carbon materials, energy system modelers. SSP scenarios characterize
Climate and environmental risks electricity anq fuel, which may ingrease opera}ting costs in the possible futu_re de\_/elopment pathways, making as_sumptions
short to medium term. Also, the risk of not being able to on changes in socio-economic factors, together with
We recognize climate and environmental risks as having a provide technological improvements or innovations that assumptions about the ambition level for mitigating climate
potential negative impact on our business in the short to support the transition to a lower-carbon, energy-efficient change. These are translated into respective scenarios of
medium term. While the effect is not determined to be economy may i mpact KONEOs c o0 mp@dehhbuseVglsiemiSsidns byahe fierfaiihadl Bafel for
significant, we expect climate risks to increase in relevance demand for KONEG6Gs solutions andim&eChahfeqRCP scanarfbs). tTHe eesuiifyXlimate
and potential impact. Overall, we identify, assess and manage KONEOGs business detrimentally. ch&hfe pfojecBionPdestrde ardhgedithlausibOftiren 9 t 0
climate and environmental risks as an integral part of our more expensive low carbon technology may negatively impact climates and mean temperatures, from a pessimistic high-
company-wide business risk management process and ISO profitability in the short to medium term, should a significant carbon scenario (4 °C warming pathway) to a middle of the
14001 environmental management system. Certain KONE number of customers prefer low-cost solutions. Emerging road scenario (2.7 °C warming pathway), further to a low-
functions and locations, e.g. the Supply Chain function or climate-related regulation may also impact our operations. For carbon scenario (1.5 °C warming pathway) that meets the
selected operational sites, conduct detailed climate and example, the need to transition towards more sustainable ambitions of the 2015 Paris Agreement.
environmental risk assessments according to relevant mobility solutions is evidentf or KONEG&s caverr ent KkONE®tommitted to the 1.5 °C pathway. In this
business requirements. 18,000 service and benefit vehicles. scenario, climate change mitigating actions are strong, and
Climate and environmental risks are classified as transition To mitigate market transition risks, KONE evaluates the Paris Climate Agreement goals are met. Regulations are
risks and physical ri sks as we pldusibke scenarios fér snarket supglyoaNdsdérsandp as well ese s s ambitious, globally consistent, and aiming at low-carbon
activities having negative impacts on the climate. Among the the impact of emerging regulation in our high-level business economy. The demand for sustainable and climate resilient
most relevant climate-related risks for KONE are acute plans. KONE is an active member in relevant industry forums solutions, a full transformation to renewable energy and
physical risks, extreme weather events such as tornadoes, and research consortiums and proactively monitors the electrification as well as the focus on energy efficiency create
hurricanes, hailstorms and thunderstorms, which may cause regulatory landscape. To mitigate technology transition risk, opportunities for KONE. Even in the 1.5°C scenario, physical
disruptions in the delivery chain or interruptions in our own KONE bases its innovation work on the needs of our changes may cause occasional disruptions to KONE factories
manufacturing, installation or maintenance activities. Similarly, customers and equipment users. All in all, KONE sees the and supply chain.
chronic physical risks, such as heavy rain and floods, or transition towards sustainable solutions as a source of In the 2.7 °C scenario, insufficient actions to stop climate
extreme heat waves and droughts, may disrupt logistics innovation and competitive edge rather than a threat. As part change will, in the longer term, lead to major changes
routes. KONEOs products are aloefo kK@NBEGedcltiomphgspladge,) skes hgopdly, Gadsing ddsriglidng ih tRelhSailaBillty ©fecérthiPravs €
and possible damages due to changing climate conditions and gas reduction targets for our offering and operations and aim materials and increased price volatility. Global supply chains
extreme weather events. to have carbon neutral operations by 2030. The pledge will and logistic routes may face notable disruptions, affecting
To mitigate physical risks, KONE needs to be able to guide our work for more climate-friendly products, services KONE®s business
transfer procurement fr om its own or its supplieros
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In the 4°C scenario emissions continue to rise, transition to
low-carbon economy is disorganized, economic growth is
preferred over climate action and overconsumption of
resources continues. Climate policies are fragmented, carbon
markets non-integrated, and carbon leakage increases due to
large differences in carbon regulations between countries.
The demand for sustainable and climate resilient solutions
grows in advanced economies, whereas in developing
markets customers may not be willing to pay for such
solutions. Extreme weather conditions increase disruptions in
supply chains and logistic routes, which may lead to
significant logistic cost increases.

Differences between the three scenarios are expected to
emerge more towards 2050 as extreme weather events and
chronic changes become more intense, especially in the 4°C
scenario. In the 1.5°C scenario, transitional impacts, such as
regulations, are more notable, and in the 4°C scenario
physical impacts, such as storms, floods and drought,
dominate.

In 2023, KONE will continue to analyze and integrate the
deliverables of the Climate Change Scenario Analysis into our
strategic planning.

Social and employee related risks

Safety is a top priority at KONE and potential safety incidents
are among the most significant social and employee related
risks. Incidents are mitigated through, for example, extensive
training and communication, consistent safety management
practices, standardized maintenance and installation methods
and regular process audits. We also identify and assess risks
related to any type of bullying, harassment, equal employment
practices, working conditions and any form of discriminations.
We address such risks by having adequate policies and
processes in place and by training our managers and
employees. We offer our employees channels for reporting
misconduct as there is zero tolerance for this type of behavior.
Overall, we see a safe workplace with an inclusive and caring
culture as an opportunity to improve employee wellbeing,
engagement, and productivity, and at the same time increase
KONE 6 s ieenessraman employer and business partner.

Both safety and quality have a key role in product design,
supply, manufacturing, installation and maintenance and they
involve strict quality controls. We also acknowledge that our
activities, such as major repairs in public infrastructure may
affect the daily life of many people. We follow globally

implemented principles in how to manage potential incidents
and implement improvements.

Human rights related risks

The most significant human rights related risks are in the
supply and delivery chain and are related to terms and
conditions of work. All our suppliers and installation
subcontractors are expected
Conduct, which sets out our ethical business practice
requirements, including the standards we require in terms of
labor and human rights. We carry out online and on-site
supplier human rights assessments in order to identify and
address potential risks in our supply chain. In 2022, we issued
a new Human Rights Policy, which sets o u t
commitment to respect human rights and explains what we
are doing to uphold human rights throughout our operations.

Anti-corruption and bribery related risks

KONE requires its employees and partners to adhere to high
ethical standards and to comply with its Code of Conduct,
Distributor Code of Conduct and Supplier Code of Conduct.
These codes cover numerous compliance topics, including
competition law, trade sanctions compliance, and labor and
human rights issues, as well as prohibiting corruption and
bribery.

In 2021, we completed an anti-bribery and corruption risk
assessment, which identified our highest risks as relating to
third party intermediaries, sourcing and sales activities.
Follow-up actions to mitigate risks were started in 2021 and
continued in 2022.

Unet hical business
or various stakeholders could cause reputational damage for
KONE as well as a possible financial impact. The risks of such
behaviors and practices materializing are included in the
scope of KONEOGs regul ar
supplier screening solution, which monitors entities against
sanctions, watch lists and adverse media attention, including
corruption and human rights issues. Processes under our
Global Delegation of Authority policy help to mitigate the risk
of unauthorized payments, donations and sponsorships. The
most important action for internal mitigation continues to be
the devel opment of KONEO®&s
and awareness building. Ethics & Compliance KPIs and
actions have been integrated into our Sustainability strategy.
All employees are required to complete at least one annual

KONEO® s

practices

audi t

training on ethics & compliance, and supplier and distributor
Code of Conduct sign-up rates are tracked annually.

We see that ethical business practices provide a
competitive edge, protect business relationships with
stakeholders and help to build a strong reputation.

Decisions of the Annual General
MSIﬁn KONE® Supplier Code

KONE Corporation's Annual General Meeting was held in
Helsinki on March 1, 2022. The meeting was held based on

the so-called temporary act so that shareholders participated
in the meeting and exercised their shareholder rights only by

voting in advance and by submitting counterproposals and
asking questions in advance.

The meeting approved the financial statements,
considered the Remuneration Report for governing bodies
and discharged the responsible parties from liability for the
financial period January 1i December 31, 2021.

The number of Members of the Board of Directors was

of

confirmed as nine. Re-elected as Members of the Board were

Matti Alahuhta, Susan Duinhoven, Antti Herlin, liris Herlin,
Jussi Herlin, Ravi Kant and Jennifer Xin-Zhe Li. Krishna
Mikkilineni and Andreas Opfermann were elected as new
Members to the Board of Directors.

At its meeting held after the General Meeting on March 1,

2022, the Board of Directors elected from among its members

Antti Herlin as its Chairman and Jussi Herlin as Vice Chair.
RaV| Kant W goeﬁtged as Chairm n and Matti Alahuhta,
Ju33| IQenI ﬁand usan Igumhoven 2?5 men¥bers o‘cf the Audit

Committee. Ravi Kant, Matti Alahuhta and Susan Duinhoven

are independent of both the company and of significant
shareholders

Antﬁ’ Heﬁln was eleée% le{sEChéjrrrtna{n Ian'd K/IaettrsAlaﬁuhta,

Jussi Herlin and Jennifer Xin-Zhe Li as members of the
Nomination and Compensation Committee. Matti Alahuhta

and Jennifer Xin-Zhe Li are independent of both the company

and of significant shareholders.

The General Meeting confirmed an annual compensation
cor of EUR 220 000 fo the Chairm ggthe Boagjf E R 125 000.
P B'thd Vrce cfialf and EUR ﬁl Me

or Boagr
the annual remuneration, 40 percent will be paid in class B

shares of KONE Corporation and the rest in cash. In addition,

the General Meeting confirmed a separate annual
compensation to the members of the board committees:

30 KONE ANNUAL REVIEW 2022

mbers OP' ng



BOARD OF DI RECTORS6 REPORT

Chairman of the Audit Committee: EUR 20,000 and members
of the Audit Committee: EUR 10,000, and Chairman of the
Nomination and Compensation Committee: EUR 20,000 and
members of the Nomination and Compensation Committee:
EUR 10,000. The annual compensation of the members of the
board committees is paid in cash. In addition, it was resolved
that compensation is not paid to a Board Member who is
employed by the company.

The General Meeting approved the authorization for the
Board of Directors to repurchase KONE's own shares.
Altogether no more than 52,930,000 shares may be
repurchased, of which no more than 7,620,000 may be class
A shares and 45,310,000 class B shares. The authorization
will be valid until the conclusion of the following annual
general meeting, however, at the latest until 30 June 2023.

Furthermore, the General Meeting authorized the Board of
Directors to decide on the issuance of shares as well as the
issuance of options and other special rights entitling to shares
referred to in Chapter 10, Section 1 of the Limited Liability
Companies Act. The number of shares to be issued based on
this authorization shall not exceed 7,620,000 class A shares
and 45,310,000 class B shares. The Board of Directors
decides on all the conditions of the issuance of shares and of
special rights entitling to shares. The authorization concerns
both the issuance of new shares as well as the transfer of
treasury shares. The issuance of shares and of special rights
entitling to shares may be carried out in deviation from the
shareholders' pre-emptive rights (directed issue). The
authorization will be valid until the conclusion of the following
annual general meeting, however, at the latest until 30 June
2023.

The audit firm Ernst & Young Oy was nominated as the
auditor for the term 2022.

On March 24, 2022, KONE
decision to resign from his position as a member of the Board
of Directors of KONE, effective March 31, 2022 due to the
significant and increasing time demands in his role at Linde.
Foll owing his resignation,
following ordinary members: Matti Alahuhta, Susan
Duinhoven, Antti Herlin, liris Herlin, Jussi Herlin, Ravi Kant,
Jennifer Xin-Zhe Li and Krishna Mikkilineni.

Share-based incentive plans

KONE has two separate share-based incentive plans, one
performance share plan and one restricted share plan.

I'n January 2021, KONEOG s
new long-term share-based incentive plan, which replaced the
existing share-based plans. The new long-term incentive plan
continues to emphasize profitable growth and as a new
measure sustainability. It consists of annually commencing
individual share plans, each with a three-year rolling
performance period. The plans vest and are delivered in one
portion after the three years, based on accumulated outcomes
for the three-year performance period. No shares are
delivered in 2022 and 2023. If the participant's employment or
service relationship with KONE Group terminates before the
end of the performance period, the participant, as a rule,
forfeits the share award without compensation. The number of
shares earned by participants under the share-based
incentive plans are determined on gross basis with deduction
for taxes made when applicable before delivery of the shares
to the participants. The arrangements initiated previous years
included both cash and equity settled arrangements. Current
arrangements are equity settled only.

The target group and targets within the plan as well as
possible rewards are decided upon annually by the Board. As
part of the long-term incentive plan for the senior
management, a long-term target for their ownership has been
set. For the Executive Board members, the long-term
ownership target is that the members have an ownership of
KONE shares corresponding to
base salary. For other selected top management positions,
the ownership targetsesataryat |

The 2022 long-term incentive plan is targeted to 55

ann o ung&fershitdh mEndgemeRtPirlclBdingtRePReddent and

CEO, members of the Executive Board and other top
management as well as to 525 other selected key personnel
of KONE Group. The performance criteria applied to the 2022

K O N 5fyfermBrieedtivépla & baskdoh &nnudl rowitirsales,

adjusted EBIT margin and improvements in sustainability. The
sustainability performance condition is a combination of
reductions in carbon footprint, diversity and inclusion as well
as safety related targets.

The restricted share plan serves as a complementary
long-term share plan to be used as a commitment instrument
for retention and recruitment purposes for top management

at |l east

east t wo

(excluding the President and CEO) and other selected key
persons. The restricted share plan does not have a
performance condition. The plan has a commitment period up
to three years, after which the potentially granted share
awards will be paid to the participant, provided that their

Bo ar ¢MRPYMeR prsedvicy relatianshig with KQNE &royp s ing

force at the time of payment.

five yearsd annual

yearsod ba
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Shares and share capital

Share capital and market capitalization

Dec 31, 2022 Dec 31, 2021
Number of class B shares 453,187,148 453,187,148
Number of class A shares 76,208,712 76,208,712
Total shares 529,395,860 529,395,860
Treasury shares 12,306,640 11,433,525
Share capital, EUR 66,174,483 66,174,483
Market capitalization, MEUR* 24,975 32,652

*Market capitalization is calculated on the basis of both the listed B shares and the unlisted A shares excluding treasury shares. Class A shares are valued at the
closing price of the class B shares at the end of the reporting period.

Treasury shares

1i 12/2022

Treasury shares at the beginning of the period

Changes in treasury shares during the period

11,433,525
873,115

Treasury shares at the end of the period

12,306,640

At the end of December 2022, the Group had 12,306,640

class B shares i

n

its possessio

possession represent 2.7% of the total number of class B
shares. This corresponds to 1.0% of the total voting rights.
During the fourth quarter, KONE completed the
repurchase of the company's own class B shares, which
started on November 3, 2022 and ended on November 15,
2022. A total of 1,083,500 own shares were repurchased for
an average price of EUR 46.1051 per share. The shares were
repurchased in public trading on Nasdaq Helsinki Ltd. at the
market price prevailing at the time of purchase. The shares
were repurchased on the basis of the authorization given by
the Annual General Meeting on March 1, 2022 and will be
used as a part of share-based incentive plans of KONE.
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Shares traded on Nasdaqg Helsinki

REPORT

11 12/2022 11 12/2021

Shares traded on the Nasdaq Helsinki Ltd., million 236.7 180.4
Average daily trading volume 935,595 715,964
Volume-weighted average share price EUR 46.56 65.44
Highest share notation EUR 64.12 73.86
Lowest share notation EUR 36.72 55.48
Share notation at the end of the period EUR 48.30 63.04

Flagging notifications

During Januaryi December 2022, BlackRock, Inc. announced

two notices in accordance with the Finnish Securities Market

Act Chapter 9, Section 5. The notices were announced on

March 7 and March 9. The notices have been released as

stock exchange releases and are available on KONE

Corporationbés internet pages at www. kone.com. According to

the latest notification, the total number of KONE Corporation
shares owned by BlackRock, Inc. and its funds decreased to
below five (5) per cent of the share capital of KONE
Corporation on March 8, 2022.

In additontotheNasdaqgq Hel si nki Ltd.
is traded also on various alternative trading platforms.

The number of registered shareholders was 88,182 at the
beginning of the review period and 110,592 at its end. The
number of private households holding shares totaled 105,228
at the end of the period, which corresponds to approximately
12.6% of the listed B shares. At the end of December 2022, a
total of 51.7% of the B shares were owned by nominee-

registered and non-Finnish investors.
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Outlook

NORTH AMERICA

New equipment Services

Maintenance

Slight growth
Slight decline Modernization
Slight growth
Market outlook 2023

In China, the new equipment market is expected to decline by
somewhat over 10% during
access to financing is likely to remain constrained especially
during the first quarter of the year, but markets are expected
to start to recover towards the end of the first half as a result
of the broad stimulus measures that have already been
announced. In the rest of the world, activity is expected to
grow clearly in Asia-Pacific excluding China, be stable in the
EMEA region and decline slightly North America from a high
level

Modernization markets are expected to grow in all regions
supported by an aging equipment base as well as the focus
on sustainability and adaptability of buildings.

Economic uncertainty and rising interest rates may limit
growth in construction activity, which could impact demand in
the new equipment and modernization markets.

Maintenance markets are expected to grow slightly in the
more mature markets and grow clearly in Asia-Pacific.

2023.

EMEA

New equipment Services

Maintenance

Slight growth
Stable

Modernization

Clear growth

Business outlook 2023

KONE expects its sales at comparable exchange rates for the
yedr 202 dte be ftya sirdilarVeeel as ip e psebious year. The
adjusted EBIT margin is expected to start to recover due to
improved margins on orders received in 2022 and continued
solid performance in the maintenance business.

The business outlook assumes that construction activity in
China starts to recover towards the end of the first half as a
result of the measures introduced to create stability in the
property sector.

KONE has a positive outlook for services, a strong order
book and improved margins on orders received in 2022.
Easing commodity cost headwinds in Asia are also expected
to support the results.

Headwinds for the 2023 results include slower order book
rotation the anticipated decli
market, as well as wage inflation and increasing component
costs.

ne

ASIA-PACIFIC

New equipment Services

Maintenance
Clear growth

China
Significant decline

Modernization
Significant growth

Outside China
Clear growth

The for

The parent c woestlcedeguityson Decamber 31,
2022 is EUR 1,926,632,335.19 of which the net income for
the financial year is EUR 1,706,952,719.25.

The Board of Directors proposes to the Annual General
Meeting that a dividend of EUR 1.7475 be paid on the
outstanding 76,208,712 class A shares and EUR 1.75 on the
outstanding 440,880,508 class B shares, resulting in a total
amount of proposed dividend of EUR 904,715,613.22. The
Board of Directors further proposes that the remaining non-
restricted equity, EUR 1,021,916,721.97 be retained and
carried forward.

The Board proposes that the dividends be payable from
March 9, 2023. All the shares existing on the dividend record
date are entitled to dividend for the year 2022 except for the
pwn sh@res halaby the parentvcorapgny.i p me nt

Boardds proposal

Annual General Meeting 2023

KONE Corporationés Annual
Tuesday February 28, 2023 at 11.00 a.m. at Messukeskus
Siipi, Rautatieldisenkatu 3, in Helsinki, Finland.

Helsinki, January 26, 2023

KONECor porationés 8Board of Di
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SHARES AND SHAREHOLDERS

KONE share -
Closing price (EUR) Share notations (EUR)
KONE has two classes of shares: A and B. Only B-class December 31, 2022 48.30 High 64.12
shares are listed on the Nasdaq Helsinki Ltd. Trading of the December 31, 2021 63.04 Low 36.72
KONE class B shares started on January 2, 1967. 23 4 (y Volume-weighted
Change -£90. 0 average price 46.56
VOTING RIGHTS DIVIDEND POLICY

KONE Cor por a tapitalrcdnsistsofithe r

KONE has not adopted a specific dividend policy. In the case following:
of a dividend distribution, the dividend paid on the class B

Each KONE class A share is assigned one vote, as is each
block of 10 class B shares, with the provision that each

shareholder is entitled to at least one vote. share is higher than that on the class A share. Nun;tra]zrrgsf Par VTEILCJ(;
The difference between the dividends is at minimum one (1)
percent and at maximum two-and-a-half (2.5) percent, C:ass A 76,208,712 9,526,089
calculated from the accounting par value of the share. The Class B 453,187,148 56,648,394
accounting par value of the share is EUR 0.125. Total 529,395,860 66,174,483
KONE class B
shares

Trading code, Nasdaqg Helsinki

Ltd. KNEBV
KONE class B dividend per share, 20051 2022, EUR
ISIN code F10009013403
2.50
Accounting par value EUR 0.125
2.00
150 Market capitalization Dividend proposal
on December 31, 2022 EUR 1.75
1.00
EUR 24,975 million per class B share
0.50 I
cmmmEmEN
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
M Dividend M Extraordinary dividend * ) B opmopasd fer the 2022 dividend
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KONE class B share price development
Jan 1, 20137 Dec 31, 2022, EUR

80

70

60

50

40

30

20

10

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

mm KONE class B share OMX Helsinki Cap Index
Shareholders

SHAREHOLDINGS ON DEC 31, 2022 BY NUMBER OF SHARES

Number of  Percentage of Number of  Percentage of

Number of shares owners owners shares shares
1-10 23,278 21.0% 127,947 0.0%
11 - 100 50,104 453 % 2,240,892 0.4 %
101 - 1,000 29,793 26.9 % 10,125,622 19%
1,001 - 10,000 6,610 6.0 % 17,765,725 3.4%
10,001 - 100,000 715 0.6 % 17,875,574 34%
100,001 - 92 0.1% 481,217,836 90.9 %
Total 110,592 100.0 % 529,353,596 100.0 %
Egglieesn\;v;igcsr;:;/ne not been transferred to the paperless 42,264 0.0%
Total 529,395,860 100.0 %

Class A shares, %

92.6% Companies
7.4% Non-profit organizations

Class B shares, %

|

51.7% Foreign / nominee registered shareholders *)
14.6% Companies

12.6% Financial institutions and insurance companies
12.6% Individuals

4.3% Public institutions

4.1% Non-profit organizations
*) Includes foreign-owned shares registered by Finnish nominees
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MAJOR SHAREHOLDERS ON DEC 31, 2022 O

ore information on the shareholdings of :
KONE6s Board of Direct:
Board on Dec 31, 2022 and changes in i
shareholding during Jan 17 Dec 31,2022 are |
available on page 121 ;

A-series B-series Total % of shares % of votes

1 Herlin Antti 70,561,608 51,180,608 121,742,216 23.0 % 62.3 %
Holding Manutas Oy ¥ 54,284,592 41,405,254 95,689,846 18.1 % 48.1 %
Security Trading Oy ? 16,277,016 8,082,516 24,359,532 4.6 % 14.1 %
Herlin Antti 0 1,692,838 1,692,838 0.3% 0.1%

2 Polttina Oy 0 17,271,928 17,271,928 3.3% 1.4%
3 Wipunen Varainhallinta Oy 0 16,350,000 16,350,000 3.1% 1.3%
4 KONE Foundation 5,647,104 9,859,632 15,506,736 29% 5.5 %
5 Heikintorppa Oy 0 10,210,743 10,210,743 1.9% 0.8%
6 Varma Mutual Pension Insurance Company 0 7,751,222 7,751,222 15% 0.6 %
7 llmarinen Mutual Pension Insurance Company 0 5,798,977 5,798,977 1.1% 0.5%
8 Riikantorppa Oy 0 5,500,000 5,500,000 1.0% 0.5%
9 Blaberg Olli Edvard 0 5,120,000 5,120,000 1.0% 0.4 %
10 Elo Mutual Pension Insurance Company 0 2,876,000 2,876,000 0.5% 0.2%
10 largest shareholders total 76,208,712 131,919,110 208,127,822 39.3% 73.6 %
Foreign / nominee registered shareholders ¥ 0 234,414,154 234,414,154 44.3 % 19.3%
Repurchased own shares 0 12,306,640 12,306,640 2.3% 1.0%
Others 0 74,547,244 74,547,244 14.1 % 6.1 %
Total 76,208,712 453,187,148 529,395,860 100.0 % 100.0 %

The list of ten major shareholders includes the major shareholders with a Finnish book-entry account.

DAnt ti Herl inds ownership of Holding Manut as r e p.Tagsteenwittsthe bwneréhip offSectrity @rading @yrine s a
which he exercises controlling power, his ownership represents 51.0% of the shares and 62.7% of the voting rights.

ANt ti Herl inds ownership of Security Trading Oy r epr es e nteswnéréip df ¥%s abifdre, he s ha
Ant ti Herl inds ownership in Secur i ¢syndbd.s8hdfithegotinyights.e presents 99. 9% of the shar

3) Foreign ownership including foreign-owned shares registered by Finnish nominees.
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Key figures per share, Jan 11 Dec 31, 2022 2022 2021 2020 2019 2018
KONE has adopted IFRS 16 standard effective January 1, Basic earnings per share, EUR 1.50 1.96 181 1.80 1.63
2019 using the modified retrospective approach and Diluted earnings per share, EUR 1.49 1.96 1.81 1.80 1.63
comparative figures have not been restated. Equity per share, EUR . 613 6.12 613 5o
Dividend per class B share, EUR ¢ 1.75 2.10 2.25 1.70 1.65
Dividend per class A share, EUR 10 1.7475 2.0950 2.2450 1.6975 1.6475
Dividend per earnings, class B share, % 117.0 107.3 124.0 94.2 101.0
Dividend per earnings, class A share, % 116.8 107.0 123.7 94.1 100.9
Effective dividend yield, class B share, % 3.62 3.3 3.4 2.9 4.0
Price per earnings, class B share 32.29 32.20 36.63 32.31 25.49
Market value of class B share, average, EUR 46.56 65.44 62.07 49.82 43.68
Market value of class B share at end of period, EUR 48.30 63.04 66.46 58.28 41.64
Market capitalization at the end of period, MEUR 20 24,975 32,652 34,452 30,180 21,489
Number of class A shares at the end of period, (1,000s) 76,209 76,209 76,209 76,209 76,209
Weighted average number of class A shares, (1,000s) 76,209 76,209 76,209 76,209 76,209
Number of class B shares at the end of period, (1,000s) 2Q 453,187 441,754 442,181 441,634 439,852
Weighted average number of class B shares, (1,000s) 3¢ 441,632 441,847 442,055 440,897 439,875
Weighted average number of shares, (1,000s) 3¢ 517,841 518,055 518,264 517,105 516,084

1f Board's proposal.
2f Reduced by the number of repurchased own shares. Class A shares are valued at the closing price of the class B shares.
3f Adjusted for share issue and share option and share-based incentive plan dilution, and reduced by the number of repurchased own shares
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KEY FIGURES AND FINANCIAL DEVELOPMENT

KONE has adopted IFRS 16 standard effective January 1, Consolidated statement of income, Jan 1i Dec 31 2022 2021 2020 2019 2018

2019 using thg modified retrospective approach and Sales, MEUR 10,907 10,514 9.939 9.982 9.071

comparative figures have not been restated. i i
- sales outside Finland, MEUR 10,698 10,342 9,745 9,783 8,879
Operating income, MEUR 1,031 1,295 1,213 1,192 1,042
- as percentage of sales, % 9.5 12.3 12.2 11.9 115
Adjusted EBIT, MEUR 19 1,077 1,310 1,251 1,237 1,112
- as percentage of sales, % ¢ 9.9 12.5 12.6 12.4 12.3
Income before taxes, MEUR 1,028 1,321 1,224 1,218 1,087
- as percentage of sales, % 9.4 12.6 12.3 12.2 12.0
Net income, MEUR 784 1,023 947 939 845
Consolidated statement of financial position, MEUR Dec 31, 2022 Dec 31, 2021 Dec 31, 2020 Dec 31, 2019 Dec 31, 2018
Non-current assets 2,781 2,798 2,666 2,811 2,418
Current assets 6,309 6,922 6,126 5,802 5,316
Total equity 2,867 3,199 3,197 3,193 3,081
Non-current liabilities 643 717 522 760 489
Provisions 177 152 155 127 139
Current liabilities 5,404 5,652 4,918 4,533 4,025
Total assets 9,090 9,720 8,792 8,613 7,734
Interest-bearing net debt -1,309 -2,164 -1,954 -1,553 -1,704
Assets employed 29 1,557 1,035 1,243 1,640 1,377
Net working capital 29 -904 -1,468 -1,160 -856 -758

1f Excluding significant restructuring costs arising from certain charges related to Russia and Ukraine in 2022.
2f Items included are presented on page 43.
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Alternative performance measure Other data, Jan 1i Dec 31 2022 2021 2020 2019 2018
KONE reports an alternative performance measure, adjusted Orders received, MEUR 9,131 8,853 8,185 8,400 7,797
EBIT, to enhance the comparability of the business Order book, MEUR 9,026 8,564 7,729 8,052 7,951

performance between reporting periods. The adjusted EBIT is

calculated by excluding from EBIT significant items impacting Cash flow from operations before financing items and taxes,

comparability such as significant restructuring costs. In 2022 MEL,JR ) o 755 1,829 1,908 1,550 1,150

items affecting comparability included charges for the Capital expenditure excl. acquisitions, MEUR 209 217 201 200 112

impairment of assets and recognition of provisions for - as percentage of sales, % 1.9 21 2.0 2.0 1.2

commitments in Russia and Ukraine, as well as costs for Expenditure on research and development, MEUR 188 189 180 171 164

restru_cturing measures. In 2021 and earlier_ periods items - as percentage of sales, % 17 18 18 17 18
affecting comparability related to restructuring measures.

Average number of employees 63,186 61,698 60,376 58,369 56,119

Number of employees at end of reporting period 63,277 62,720 61,380 59,825 57,359

Employee costs 31533 3,222 3,043 3,048 2,818

Key ratios, %, Jan 1i Dec 31 2022 2021 2020 2019 2018

Return on equity 25.9 32.0 29.7 30.1 27.7

Return on capital employed 22.4 26.8 25.0 25.1 25.0

Equity ratio 40.3 41.2 45.5 46.5 49.9

Gearing -45.7 -67.6 -61.1 -48.6 -55.3

2022 2021 2020 2019 2018

Operating income (EBIT), MEUR 1,031 1,295 1,213 1,192 1,042

Operating income margin (EBIT margin), % 9.5 12.3 12.2 11.9 11.5

Items impacting comparability, MEUR 45 15 38 45 70

Adjusted EBIT, MEUR 1,077 1,310 1,251 1,237 1,112

Adjusted EBIT margin % 9.9 12.5 12.6 12.4 12.3
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DEFINITIONS AND CALCULATION OF KEY FIGURES

Net income attributable to the shareholders of the Number of class B shares traded during the

Shares traded

. . _ parent company reporting period
Basic eamings/share - Share issue and conversion-adjusted weighted
average number of shares - own shares
g Shares traded (%) - 100 x Number of class B shares traded
Weighted average number of class B shares
. _ Tot al shareholdersd equit
Equity/share = - -
Number of shares (issue adjusted) - own shares Average number of _ The average employee count at the end of each

employees calendar month during the reporting period
Dividend payable for the reporting period
Dividend/share = Share issue and conversion-adjusted weighted Net income

i 0,
average number of shares - own shares Return on equity (%) 100x Total equity (average during the reporting period)

Dividend/share Net income + financing expenses

100 x - i

Earnings/share Return on capital = 100 x Equity + interest-bearing-debt (average during the
employed (%) : )

reporting period)

Dividend/earnings (%)

Effective dividend yield  _ Dividend/share
= 100 x - - -
(%) Price of class B shares at end of reporting period Equity ratio (%) = 100 x Total equity
Total assets - advance payments received and
Price of class B shares at end of reporting period deferred revenue

Price/earnings = Earnings/share

Interest-bearing net debt

Gearing (% = 100 x -

Total EUR value of all class B shares traded g (%) Total equity
Average price = Average number of class B shares traded during the

reporting period Net working capital + goodwill + intangible assets +

_ tangible assets + investments in associated
, . Assets employed = . ) .

The number of shares f (A + B) at end of reporting companies + shares and other non-current financial

Market value of all _ . . . t
= period x the price of class B shares at end of reporting assets

outstanding shares .
period

1f Excluding own shares. Class A shares are valued at the closing price of the class B shares.
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CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF INCOME

CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

Jan 1i Dec 31, Jan 11 Dec 31,
MEUR Note 2022 % 2021 %
Sales 2.1 10,906.7 10,514.1
Costs, expenses and depreciation 22,23 -9,875.5 -9,218.8
Operating income 1,031.2 95 1,295.3 12.3
Financing income 2.5 51.2 52.9
Financing expenses 2.5 -53.9 -27.4
Income before taxes 1,0284 9.4 1,320.8 12.6
Taxes 2.6 -244.0 -298.1
Net income 7845 7.2 1,022.7 9.7
Net income attributable to:
Shareholders of the parent company 774.5 1,014.2
Non-controlling interests 10.0 8.5
Total 784.5 1,022.7
Earnings per share for income
attributable to the shareholders of the
parent company, EUR 2.7
Basic earnings per share, EUR 1.50 1.96
Diluted earnings per share, EUR 1.49 1.96

Jan 1i Dec 31, Jan 1i Dec 31,
MEUR 2022 2021
Net income 784.5 1,022.7
Other comprehensive income, net of tax:
Translation differences 5.1 205.6
Hedging of foreign subsidiaries -21.2 -28.6
Cash flow hedges 2.5 -2.1
Items that may be subsequently
reclassified to statement of income -13.6 175.0
Changes in fair value -20.8 0.6
Remeasurements of employee benefits 42.4 -6.7
Iltems that will not be reclassified to
statement of income 21.6 -6.1
Total other comprehensive
income, net of tax 8.0 168.9
Total comprehensive income 792.5 1,191.5
Total comprehensive income
attributable to:
Shareholders of the parent company 782.5 1,183.1
Non-controlling interests 10.0 8.5
Total 792.5 1,191.5
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Assets, MEUR Note Dec 31, 2022 Dec 31, 2021
Non-current assets
Goodwill 4.2 1,414.7 1,405.2
Other intangible assets 4.3 208.2 216.9
Tangible assets 4.4 716.8 736.7
Shares and other non-current financial assets 53,54 121.7 144.6
Non-current loans receivable | 5355 25 2.6
Employee benefit assets | 5357 10.0 22.9
Deferred tax assets Il 3.6 307.5 269.1
Total non-current assets 2,781.3 2,798.0
Current assets
Inventories Il 3.1 843.6 717.8
Accounts receivable I 32,53 2,668.1 2,421.4
Deferred assets I 33,53 709.3 780.8
Income tax receivables Il 117.6 117.3
Current deposits and loan receivables | 53,55 1,474.9 2,394.7
Cash and cash equivalents | 5.3 495.5 490.4
Total current assets 6,309.1 6,922.4
Total assets 9,090.4 9,720.4

Equity and liabilities, MEUR Note Dec 31, 2022 Dec 31, 2021
Equity attributable to the shareholders
of the parent company
Share capital 5.2 66.2 66.2
Share premium account 100.3 100.3
Paid-up unrestricted equity reserve 393.1 374.0
Fair value and hedge reserves 21.9 40.2
Translation differences 150.1 166.1
Remeasurements of employee benefits -79.3 -121.6
Retained earnings 2,184.2 2,549.0
Total shareholders' equity 2,836.6 3,174.2
Non-controlling interests 29.9 25.0
Total equity 2,866.5 3,199.2
Non-current liabilities
Loans I 5.3 417.9 435.4
Employee benefit liabilities I 53,57 140.0 194.3
Deferred tax liabilities I 3.6 84.8 86.9
Total non-current liabilities 642.7 716.6
Provisions I 3.5 177.4 152.3
Current liabilities
Current portion of non-current loans | 5.3 106.1 108.3
Other current loans and liabilities | 5.3 9.9 8.5
Advance payments received and deferred
revenue 1] 3.2 1,973.8 1,957.0
Accounts payable 1] 5.3 1,132.8 1,310.2
Accruals Il 34,53 2,052.2 2,137.4
Income tax payables Il 129.0 130.9
Total current liabilities 5,403.8 5,652.3
Total equity and liabilities 9,090.4 9,720.4

Items designated " | " comprise interest-bearing net debt.
Items designated " Il " comprise net working capital.

43

KONE ANNUAL REVIEW 2022



CONSOLIDATED FINANCIAL STATEMENTS | CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Share Net income Non-
premium Fair value and  Translation = Remeasurements of Own Retained for the controlling Total
MEUR Note account  equity reserve other reserves differences  employee benefits shares earnings period interests equity
Jan 1, 2022 66.2 100.3 374.0 40.2 166.1 -121.6 -198.6 2,747.6 25.0 3,199.2
Net income for the period 774.5 10.0 784.5
Other comprehensive income: 2.8
Translation differences 5.4l 5.1
Hedging of foreign subsidiaries -21.2 -21.2
Cash flow hedges 25 2.5
Changes in fair value -20.8 -20.8
Remeasurements of employee benefits 42.4 42.4
Transactions with shareholders and non-
controlling interests: 5.2
Profit distribution -1,087.8 -1,087.8
Purchase of own shares -50.0 -50.0
Change in non-controlling interests -1.5 -5.0 -6.5
Share-based compensation 19.1 12.0 -12.0 19.1
Dec 31, 2022 66.2 100.3 393.1 21.9 150.1 -79.3 -236.6 1,646.4 774.5 29.9 2,866.5

44

KONE ANNUAL REVIEW 2022



CONSOLIDATED FINANCIAL STATEMENTS | CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Share Net income Non-
Share premium Fair value and  Translation = Remeasurements of Own Retained for the controlling Total
MEUR Note capital account  equity reserve other reserves differences employee benefits shares earnings period interests equity
Jan 1, 2021 66.2 100.3 345.7 41.7 -10.9 -115.0 -164.7 2,911.3 22.6 3,197.3
Net income for the period 1,014.2 8.5 1,022.7
Other comprehensive income: 2.8
Translation differences 205.6 205.6
Hedging of foreign subsidiaries -28.6 -28.6
Cash flow hedges 2.1 2.1
Changes in fair value 0.6 0.6
Remeasurements of employee benefits -6.7 -6.7
Transactions with shareholders and non-
controlling interests: 5.2
Profit distribution -1,166.3 -1,166.3
Purchase of own shares -45.8 -45.8
Change in non-controlling interests 0.3 -6.1 -5.8
Share-based compensation 28.3 11.9 -11.9 28.3
Dec 31, 2021 66.2 100.3 374.0 40.2 166.1 -121.6 -198.6 1,733.4 1,014.2 25.0 3,199.2
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CONSOLIDATED STATEMENT OF CASH FLOWS

Reconciliation of operating income to cash flow from operations before financing items and

taxes

MEUR Jan 1i Dec 31, 2022 Jan 1i Dec 31, 2021
Operating income 1,031.2 1,295.3
Change in working capital before financing items and taxes -535.8 289.4
Depreciation and amortization 259.3 244.0

Cash flow from operations before financing items and

taxes 754.7 1,828.7

Change in interest-bearing net debt

MEUR Jan 1i Dec 31, 2022 Jan 1i Dec 31, 2021
Interest-bearing net debt at beginning of period -2,164.1 -1,953.8
Interest-bearing net debt at end of period -1,309.0 -2,164.1

Change in interest-bearing net debt 855.1 -210.2

MEUR Jan 1i Dec 31, 2022 Jan 1i Dec 31, 2021
Cash receipts from customers 10,666.7 10,440.4
Cash paid to suppliers and employees -9,912.0 -8,611.7

Cash flow from operations before financing items and

taxes 754.7 1,828.7
Interest received 49.4 38.4
Interest paid -15.5 -11.6
Dividends received and capital repayments 0.0 5.7
Other financing items 18.3 51.8
Income taxes paid -275.4 -328.3

Cash flow from operating activities 531.5 1,584.8
Capital expenditure -101.2 -96.5
Proceeds from sales of fixed assets 0.2 10.8
Acquisitions, net of cash -31.6 -34.5
Proceeds from sales of subsidiary shares - 14.2

Cash flow from investing activities -132.6 -106.0

Cash flow after investing activities 398.9 1,478.8
Change in deposits and loan receivables, net 913.1 -151.7
Change of current creditors -121.4 -278.1
Change in non-current liabilities -36.7 181.1
Purchase of own shares -50.0 -45.8
Profit distribution -1,087.8 -1,166.3
Changes in non-controlling interests -7.7 -1.2

Cash flow from financing activities -390.5 -1,462.0

Change in cash and cash equivalents 8.4 16.8
Cash and cash equivalents at beginning of period 490.4 457.9
Foreign exchange difference, net -3.3 15.6

Cash and cash equivalents at end of period 495.5 490.4

The impact of changes in exchange rates has been eliminated in the statement of cash flows by translating

the opening balance sheet with the closing rates of the period.

46 KONE ANNUAL REVIEW 2022



"

NOTES TO THE
CONSOLIDATED
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Basis of preparation

IN THIS SECTION

Basis of preparation

Consolidation principles

Segment information

Accounting estimates and management judgements

Accounting principles are presented in connection with
notes in sections 21 6

Basis of preparation

KONE Corporation is a Finnish, public limited company
domiciled in Helsinki, Finland. KONE Corporation and its

subsidiariest oget her form the KONE Gr
Group06). KONE is global |l eader
industry with a vision to make

more sustainable places to live. KONE provides elevators,
escalators and automatic building doors, as well as solutions
for maintenance and modernization to add value to buildings
throughout their life cycle. Through more effective People
FIl owE, KONEG6s ambi tles@uarneyssafet o
convenient and reliable, in taller, smarter buildings. KONE
operates in more than 60 countries around the world, serving
over 550,000 customers. Headquartered in Helsinki, Finland,
we have eight global R&D units and 10 manufacturing units in
seven countries, as well as a worldwide network of agents
and authorized distributors.

The consolidated financial statements of KONE
Corporation have been prepared in accordance with the
International Financial Reporting Standards (IFRS) as

KONE ANNUAL REVIEW 2022
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adopted by the European Union, observing the standards and
interpretations effective on December 31, 2022.

KONE has adopted the new standards and interpretations
that took effect during the accounting period and are relevant
to its operations. The IFRS standards and amendments
thereto that took effect in 2022 did not have a material impact
on the result or the financial position of the Group or on the
presentation of the financial statements.

The consolidated financial statements have been prepared
for the reporting period of 12 months from January 1 to
December 31, 2022. The financial statements have been
authorized for issue by the Board of Directors of KONE
Corporation on January 26, 2023. According to the Finnish
Companies & Act the Annual
approve, reject or make changes to the financial statements
after the publication.

The consolidated financial statements are presented in
millions of euros and prepared under the historical cost
convention except as disclosed in the accounting principles.
Further, trade date accounting has been applied to all
financial assets and liabilities. Amounts presented in these
financial statements have been rounded from exact values
and therefore the sum of amounts presented individually can
deviate from the presented sum amount calculated based on
the exact values. Key figures have been calculated using
exact values.

CONSOLIDATION PRINCIPLES

The consolidated accounts include the parent company and
those companies in which the parent company held, directly
or indirectly, more than 50 percent of the voting power or had
control through management agreements with shareholders
holding the majority of the voting power at the end of the
reporting period. In addition to these holdings, the
consolidated accounts include possible holdings that are of a
controlling-right nature (units/companies established for a
specific reason).

Subsidiaries acquired during the period were included in
the consolidated financial statements from the date of
acquiring the control, and divested subsidiaries up to the date
of loss of control. The acquisition consideration, including
deferred and contingent consideration, as well as the

Gener al

identifiable assets acquired and liabilities assumed, are
measured at the acquisition date fair values. The acquisition-
related costs are recognized as expenses in the period in
which they are incurred.

At the acquisition date, the non-controlling interests are
valued either at the acquisition date fair values or at non-
controlling interestsd proport
amounts of the identifiable net assets. Consolidated statement
of income includes an allocation of net income between the
shareholders of the parent company and the non-controlling
interest. The allocation of the comprehensive income to the
shareholders of the parent company and non-controlling
interests is presented in the statement of comprehensive
inkbene.Nonc@ nao |t hengr ii phtertect sdé s
presented separately under total consolidated equity.

All inter-corporate transactions, receivables, liabilities and
unrealized profits, as well as the distribution of profits within
the Group have been eliminated in the consolidated financial
statements. Inter-corporate shareholdings have been
eliminated using the acquisition method.

The results and financial position of foreign operations that
have a functional currency different from the presentation
currency of the Group, have been translated into the
presentation currency as follows: assets and liabilities at the
statement of financial position date closing rate, and income
and expenses at average exchange rates of the reporting
period. The resulting exchange rate differences have been
recognized in other comprehensive income.

HYPERINFLATION

Following continued growth in inflation rate in 2022, the
accounting firms and regulatory authorities have based on
criteria set-out in IAS 29 classified Turkiye as a
hyperinflationary economy for reporting periods ending on or
after June 30, 2022. KONE is active in both new equipment as
well as service business in Turkiye through its local
subsidiary. KONE has assessed the impact of application of
hyperinflationary accounting for the Group concluding that this
would be immaterial. Consequently, the consolidated
statement of income or statement of financial position does
not reflect the impact arising from remeasurement of
operations in Turkiye for hyperinflation.

SEGMENT REPORTING

The profitability of KONE is presented as a single entity.

KONEG&6s business concept is to s
providing solutions throughout the entire life cycle of the

equipment, beginning from the installation of new equipment

o heyraaintenanceyand neodeynizatian Wusing theirdife gyple z e d
and the full replacement of the equipment. Most of the
equipment that are delivered are converted into long-term
KONE mai ntenance contracts.
structure is globally harmonized based on defined business
processes. Material operative decisions are made by the
Board of Directors of KONE. Such decisions are prepared and
presented by the Ghairman|of the Baard ang the Pgesident
and Chief Executive Officer. Due to the business model of
KONE, the nature of its operations and its governance
structure, the Group as a whole is considered the relevant
operating segment to be reported.

KON

ACCOUNTING ESTIMATES AND
MANAGEMENT JUDGEMENTS

The preparation of the financial statements in accordance with
the IFRS requires management to make judgements,
estimates and assumptions that affect the measurement of
the reported assets and liabilities and other information, such
as contingent assets and liabilities and the recognition of
income and expenses in the consolidated statement of
income. Although these estimates and assumptions are based
on the management6s best knowl e
actual results may differ from the estimates.

For KONE the most significant judgements, estimates and
assumptions made by the management relate to revenue
recognition, especially to defining and determining principles
for revenue recognition in project business, to project
estimates for long-term major projects, assumptions used in
impairment testing, valuation of accounts receivables and
inventories, determining the lease term applied in the lease
accounting and recognition of provisions and evaluation of
uncertain tax positions.
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Financial performance

IN THIS SECTION

This section comprises the following notes describing
KONEG6s financi al performanc

! |
! i
| |
i 2.1 Sales !
1 2.2 Costs and expenses !
i 2.3 Depreciation and amortization !
i 2.4 Foreign exchange sensitivity !
i 2.5 Financing income and expenses !
| 2.6 Income taxes !
| 2.7 Earnings per share !
i 2.8 Other comprehensive income !

Financial targets

KONE has defined long-term financial targets for its
financial performance as follows:

GROWTH:
Faster than market growth

PROFITABILITY:
EBIT 16%

Improved working capital rotation

A KONE has not defined a time frame for the
achievement of these financial targets.

A Given the capital and asset structure of KONE, the
aim is not to maximize the EBIT margin in the short
term, but rather to grow the absolute EBIT in an
optimal way over the long term and as a result
maintain a strong return on capital employed.

A The relative EBIT margin target is relevant in
ensuring that growth and productivity improve
continuously.

CASH FLOW: i

49 KONE ANNUAL REVIEW 2022




CONSOLIDATED FINANCIAL STATEMENTS | NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS | FINANCIAL PERFORMANCE

2.1 SALES

Due to KONEG6s business model,
and its governance structure, KONE has one operating
segment.

Sales by customer

KONE&6s customer base consists
customers in several market areas with no significant
customer concentration. In 2022 the single biggest customer,

residing in China, generated 0.9% of total revenue.

Sales by business

Jan 1i Dec 31, Jan 1i Dec 31,
MEUR 2022 % 2021 %
New equipment 5,399.3 50 5,637.7 54
Services 5,507.4 50 4,876.4 46
Maintenance 3,890.4 36 3,450.6 33
Modernization 1,616.9 15 1,425.9 14
Total 10,906.7 10,514.1
Sales by geographical area
Jan 1i Dec 31, Jan 1i Dec 31,
MEUR 2022 % 2021 %
EMEA 19 4,237.7 39 4,036.9 38
Americas 2,239.8 21 1,902.9 18
Asia-Pacific 4,429.2 41 4,574.3 44
Total 10,906.7 10,514.1
1f EMEA = Europe, Middle East, Africa
Top 10 countries by sales, %
~31
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Accounting principles

t

0

he nature_ of its operations

Revenue recognition

Revenue from contracts with
at an amount that reflects the consideration to which KONE
expects to be entitled to in exchange for delivering promised
(000 SRV TS0 AIRBE b, & Lo ¢ satt
ONE recognizes revenue When or as it satisfies a
performance obligation by transferring control on the promised
goods or services (performance obligation) to a customer.

A performance obligation is a distinct good or service
within a contract that a customer can benefit from on a stand-
alone basis. For KONEO&s new
contracts, a performance obligation typically means delivery
and installation of a single unit, i.e. an elevator, an escalator or
other People FlowE solution.
contracts, maintenance of a single unit is considered as a
distinct performance obligation and for repairs business,
typically a service order is a performance obligation for KONE.

In new equipment and modernization contracts, KONE
transfers the control of a single unit to a customer over time
and, therefore, satisfies the performance obligation and
recognizes revenue over time.

The transfer of control is initiated when ordered equipment
is delivered to a customer site as then the customer has the
ability to direct the use of, and obtain substantially all of the
remaining benefits from, a unit constructed by KONE. Upon
this milestone and onwards up to the project handover,
revenue is recognized under the percentage of completion
method using a cost-to-cost input method. Bas ed on
assessment it best depicts the transfer of control on the
deliverable to the customer. Percentage of completion is
defined as the proportion of an individual performance
obligationés cost incurred t
for that particular performance obligation.

k  The percentage of completion method requires accurate
estimates of future revenues and costs over the full term of
the contracts. These significant estimates form the basis for
the amount of revenue to be recognized and include the
latest updated estimate of total revenue and costs, adjusted
with risks based on historical experience on typical
estimation revisions for similar types of contracts. These
estimates may materially change due to the stage of
completion of the contract, changes in the contract scope,

ecost estimates and custossmer g
Revenues from the rendering of maintenance services and
repairs are recognized when the services have been
rendered or over the contract term when the work is being
carried out.

For maintenance contracts the performance obligation is
satisfied over time because the customer simultaneously
receives and consumes the benefits provided as KONE
performs the services.

Most of KONEGS r evenupecei s
contracts and, therefore, the amount of revenue to be earned
from each contract is determined by reference to those fixed
prices. KONE®&s c ust typcaly cordann {
any significant financing components. In new equipment and
modernization contracts payment terms are typically based
on either specific contractual milestones or progress of work
performed. In maintenance contracts customers generally

Kpay based on fixed payment schedules.

When customer contracts contain multiple performance
obligations, the transaction price is allocated to each
performance obligation based on the standalone selling
cprices. Where these are not directly observable, they are
estimated based on estimated costs plus margin approach.
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2.2 COSTS AND EXPENSES

Costs and expenses, MEUR

Jan 1i Dec 31, 2022

Jan 1i Dec 31, 2021

Direct materials, supplies and subcontracting 4,458.2 4,297.3
Wages, salaries, and other employment expenses including pensions (note 5.7) 3,533.4 3,222.5
Other production costs 874.1 789.6
Selling, administrative and other expenses 750.1 703.3
Items impacting comparability 45.4 14.5
Depreciation and amortization (note 2.3) 259.3 244.0
Costs, expenses, depreciation and amortization 9,920.5 9,271.3
Other income 19 45.0 52.5
Total costs, expenses, depreciation and amortization 9,875.5 9,218.8

19In 2021, other income includes EUR 19.9 million net gain from the sale of Motala Hissar AB and land area and adjacent building in India.

Expense arising from leases of low-value assets and short-term leases amounted to EUR 12.6 (11.7) million in 2022.

Research and development costs, MEUR

Jan 1i Dec 31, 2022

Jan 1i Dec 31, 2021

R&D costs included in total costs
As percentage of sales, %

Auditors” fees, MEUR

187.8
1.7

Jan 1i Dec 31, 2022

188.8
18

Jan 1i Dec 31, 2021

To member firms of Ernst & Young network 3.8 3.2
Auditors” statements - -
Tax services 0.1 0.3
Other services 0.2 0.1
Total 4.1 3.7

The majority of expenses of operations arise from direct
materials and supplies, as well as cost of subcontracting.
Other production costs comprise of logistics, tools and
consumables, operative car fleet and traveling as well as
other miscellaneous items of direct costs. Selling,
administrative and other expenses include costs related to
premises, consulting and external services, IT and traveling
as well as other miscellaneous administrative costs.

In 2022, items affecting comparability included charges for
the impairment of assets and recognition of provisions for
commitments in Russia and Ukraine, as well as costs for
restructuring measures. In the comparison periods, items
affecting comparability consisted of restructuring costs.

Other income comprises of rental income, received grants,
interest on late payments, gains on sale of fixed assets and
scrap as well as other miscellaneous income.

Accounting principles

Research and development costs

Research and development costs are expensed as they
incur, because the future economic benefits of new
products and development of existing products and
services can only be proven after their successful
introduction to the market.
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2.3 DEPRECIATION AND AMORTIZATION

Depreciation and amortization, MEUR Jan 1i Dec 31, 2022 Jan 1i Dec 31, 2021
Intangible assets
Maintenance contracts 39.5 36.4
Other 10.0 11.3
Buildings 78.8 74.6
Machinery and equipment 131.0 121.8
Total 259.3 244.0

Accounting principles

Depreciation and amortization

shorter.

Economic useful lives:

Maintenance contracts
Other intangible assets
Buildings

Machinery and equipment
Land is not depreciated.

Depreciation and amortization are recorded on a straight-
line basis over the economic useful lives of the assets, or
over the lease contract periods, when applicable, if

10-15 years
3-10 years
5-40 years
4-15 years
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2.4 FOREIGN EXCHANGE SENSITIVITY
Sales by currency 11 12/2022

mEUR
m CNY
usD

Other '

Foreign exchange risks

KONE operates internationally and is thus exposed to risks
arising from fluctuations in foreign exchange rates related to
currency flows of revenues and expenses (transaction risk)
and from the translation of statement of income and statement
of financial position of the foreign subsidiaries from respective
functional currencies into euros (translation risk).

Transaction risks

A substantial part of KONEGOGS
local functional currencies of the subsidiaries and do not
therefore give rise to transaction risk. The sales of new
equipment and modernizations, including installation, typically
take place in the local currency of the customer. Component
and material expenses may occur in other currencies than the
sales currency, which exposes KONE to transaction risks.
KONE policy is to substantially hedge the foreign exchange
exposure of firm commitments and other highly probable
future sales and purchases with foreign exchange forward
contracts. The business units are responsible for evaluating
and hedging the transaction risks in their operations according
to the KONE treasury policy. The most significant transaction
risk exposures arising from business operations are in the
Chinese yuan, Canadian dollar, Saudi-Arabian rial, Australian
dollar and British pound. The majority of the currency forward
contracts expire within one year.

Hedge accounting is applied in business units, where
there are significant revenues or expenses in foreign
currency. When hedge accounting is applied, the gains and

A change of 10% in the annual average foreign exchange

rates

Impact on operating
income (EBIT)

Impact on sales

Higher impact on
operating income as
compared to sales and
some impact on relative
operating income

6.9% change in
consolidated sales in
euros

losses from the hedges are recognized in the statement of
income at the same time as the exchange rate gains and
losses for the hedged items are recognized.

The financial assets and liabilities of KONE subsidiaries
are in the local currencies of the subsidiaries whenever
possible. In case a subsidiary company has a financial asset
or liability in other than its local currency, these assets and
liabilities are hedged with foreign exchange forward contracts
whenever possible and required by the KONE Treasury
Policy.

KONEG&s i nt er depdsits bre @imagily iaitrated
in the local currencies of the subsidiaries in which case the
possible foreign exchange risks are hedged, by the parent
company, using foreign exchange swap contracts.

O'Prsnrslgtibﬁrfél&s are denominated in

Changes in consolidation exchangerate s af f ect
statement of income, statement of cash flows and statement
of financial position, which are presented in euros. As
approxi mately 69% of KONEO&6s re
currencies other than euro, the translation risk is significant for
KONE. A change of 10% in the annual average foreign

exchange rates would have caused a 6.9% (7.7%) change in

2022 consolidated sales in euros. Such a change would have

KON

had a higher i mpact on KONEOGS
therefore al so s onrelativepperatig o n
income. The translation of the

into euros caused translation differences of EUR 5.1 (205.6)
million in 2022. The translation risk is not hedged as a rule as
KONEG&6s business consi st énvaidus c o
currency areas. However, in individual cases, KONE can also
hedge translation risk related to net assets of subsidiaries.

Accounting principles

Foreign currency transactions and translation

The items included in the financial statements are initially
recognized in the functional currencies, which are defined
for each group subsidiary based on their primary
economic environment.

The presentation currency of the financial statements
is the euro, which is also the functional currency of the
parent company.

The initial recognition of transactions denominated in
foreign currencies in the functional currency takes place
at the rate of exchange prevailing at the date of the
individual transaction. Foreign currency denominated
receivables and liabilities are translated using period end
exchange rates.

Foreign exchange gains and losses related to
business transactions are treated as adjustments within
operating income. Foreign exchange gains and losses
associated with financing transactions are included in
financing income and expenses.

The statements of income of foreign subsidiaries,
whose functional currency is not the euro, are translated
into euros based on the average exchange rate of the
accounting period. Items in the statement of financial
position, with the exception of net income for the
accounting period, are translated into euros at the closing

Edate exchange rates. Exchange rate differences arising
from net investments and associated companies in non-
euro currency subsidiaries, as well as the exchange rate

Vv differanees resulting fram translatirigincomé dand n a |
expenses at the average rates and assets and liabilities
at the closing rate, are recorded in translation differences
within equity.

Respective changes during the period are presented

0 ip etherecomprelgensivenincame. eexcbangeé rate gains and

K |6sbes @sulting from financial instruments designated as
lsedgbssof nétiasaeatsiindmefyn dulssibiaieshave edne e
recognized as translation differences in other
comprehensive income. The cumulative translation

n differences relateddopfareiga dpérations are reclassified
from equity to statement of income upon the disposal of
the foreign operation.

The most significant translation risk exposures arising from
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operations of foreign subsidiaries are in the Chinese yuan,
Hong Kong dollar and US dollar.

Foreign exchange risk sensitivity analysis of financial Exposure Exposure Exposure
assets and liabilities against EUR against USD against CNY
The foreign exchange risk sensitivity analysis for the most MEUR HKD USD GBP SEK CNY JPY Others Total CNY CAD Others Total Others Total
important currency pairs has been calculated for the KONE
companiesd foreign currency den Exposure Dec 31, 2022 L %4 o102 | 68 4-60p 6@ 119 23 -249 108  -96 -29 -17 -148 -148
and liabilities, including foreign exchange forward contracts Exposure Dec 31, 2021 -447 -107 67 -56 77 140 -9 -469 107 -82 -15 10 -119 -119
outstanding at the statement of financial position date. The
order book or forecasted cash flows are not included. The
exposures in the most important currency pairs are disclosed Key exchange rates in euros
in the table below. The foreign exchange risk sensitivity
analysis presents the impact of a change in the foreign Dec 31, 2022 Dec 31, 2021
exchange rates of 10 percent on net income and on equity at
the statement of financial position date. Changes in the equity Average rate End rate Average rate End rate
are mainly caused by foreign exchange forwards designated Chinese Yuan CNY 7.0836 7.3582 7.6388 7.1947
in cash flow hedge accounting. The sensitivity analysis is US Dollar usb 1.0563 1.0666 1.1851 1.1326
calculated before taxes. A 1_0% change in the foreign British Pound GBP 0.8537 0.8869 0.8615 0.8403
exchange rates (strengthening of the euro, Chinese yuan and i

Australian Dollar AUD 1.5189 1.5693 1.5792 1.5615

US dollar) at the statement of financial position date would
have resulted in an impact of EUR -9.6 (-11.2) million on the
net income and an impact of EUR 50.9 (69.0) million on
equity.
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2.5 FINANCING INCOME AND EXPENSES

Financing income and expenses, MEUR

Jan 1i Dec 31, 2022

Jan 1i Dec 31, 2021

Dividend income @ 0.0 5.7
Interest income

Change in fair value of interest 29 2.9 -

Interest income on foreign exchange rate derivatives 26.1 25.7

Interest income on loan receivables and financial assets 17.4 18.1
Other financing income 0.2 0.2
Exchange rate gains 30 4.6 3.2
Financing income 51.2 52.9
Interest expenses

Change in fair value of interest 2 -6.0 -5.2

I nterest expenses on @other financial [ -16.8 -15.8
Ot her financgng expenses -6.5 -5.8
Exchange rate losses 20 -24.6 -0.7
Financing expenses -53.9 -27.4
Total -2.7 25.5

1 Primarily consists of dividend received from TELC.
2 Change in fair value of interest includes EUR -2.7 (-5.7) million relating to interest rate funds measured at fair value through the statement of income.

% Exchange rate gains and losses include exchange rate differences on loans and other receivables of EUR -47.4 (-128.9) million and fair value changes of foreign exchange

derivatives of EUR 27.4 (131.3) million.
4 Includes interest expenses on the lease liabilities amounting to EUR -10.2 (-8.9) million.
% Includes commitment fees for undrawn revolving credit facilities EUR -0.8 (-0.8) million and banking charges and other expenses EUR -5.7 (-5.0) million.
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2.6 INCOME TAXES

Taxes in the statement of income, MEUR

Jan 1i Dec 31, 2022

Jan 1i Dec 31, 2021

Tax expense for current year 272.2 310.0
Change in deferred tax assets and liabilities -33.8 -17.6
Tax expense for previous years 55 5.7
Total 244.0 298.1

Reconciliation of income before taxes with total income taxes in the statement of
income, MEUR

Jan 1i Dec 31, 2022

Jan 1i Dec 31, 2021

Income before taxes 1,028.4 1,320.8
Tax calculated at the domestic corporation tax rate (20%) 205.7 264.1
Effect of different tax rates in foreign subsidiaries 6.9 4.1
Permanent differences 6.5 -1.2
Taxes from previous years and reassessment of deferred tax assets 6.4 0.8
Remeasurement of deferred taxes - changes in corporate tax rates 0.6 0.2
Deferred tax liability on undistributed earnings 18.3 27.6
Other -0.4 2.5
Total 244.0 298.1
Effective tax rate, % 0 23.7 22.6
Tax rate of parent company, % 20.0 20.0

1 The effective tax rate from the operations for the financial year 2022 was 22.6% excluding prior year taxes and one-time items on Russia.

2.7 EARNINGS PER SHARE

Jan 1i Dec 31, 2022

Jan 1i Dec 31, 2021

Net income attributable to the shareholders of the parent company, MEUR 774.5 1,014.2
Weighted average number of shares (1,000 shares) 517,841 518,055
Basic earnings per share, EUR 1.50 1.96
Dilution effect of share-based incentive plans (1,000 shares) 323 578
Weighted average number of shares, dilution adjusted (1,000 shares) 518,164 518,634
Diluted earnings per share, EUR 1.49 1.96

Accounting principles

Income tax

The Group tax expense includes taxes of subsidiaries
based on taxable income for the period, together with tax
adjustments for previous periods and changes in deferred
taxes. Deferred taxes are provided for temporary
differences arising from difference between the tax bases
of assets and liabilities and their carrying amounts in
financial reporting and measured with enacted tax rates.
Typical temporary differences arise from provisions,
depreciation and amortization, inter-company inventory
margins, defined benefit type post-retirement plans and tax
losses carried forward. Deferred tax assets on unused tax
losses and other temporary differences are recognized to
the extent it is probable that taxable profit is available to
offset losses in the future.

A deferred tax liability is recognized on the undistributed
profits of subsidiaries where such tax is applicable and it is
expected to realize in the foreseeable future.

The positions taken in tax returns are evaluated
periodically by the management to identify situations in
which applicable tax regulation is subject to interpretation.
Based on the evaluation, adjustments for the uncertain tax
positions are recognized when it is considered more likely
than not that certain tax positions will be challenged by the
tax authorities. The amounts recorded are based upon the
estimated final taxes to be paid to the tax authorities.

Accounting principles

Earnings per share

The basic earnings per share figure is calculated by
dividing the net income attributable to the shareholders of
the parent company by the weighted average number of
shares outstanding during the year. Diluted earnings per
share is calculated by adjusting the weighted average
number of shares by the effect of potential diluting shares
due to share-based incentive plans of the Group. KONE
has two classes of shares that are both included in the
calculation of earnings per share.
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2.8 OTHER COMPREHENSIVE INCOME

Disclosure of components of other comprehensive income

MEUR Jan 1i Dec 31, 2022 Jan 1i Dec 31, 2021
Translation differences 5.1 205.6
Hedging of foreign subsidiaries -21.2 -28.6
Changes in fair value -20.8 0.6
Remeasurements of employee benefits 27.4 -3.3
Cash flow hedges:

Gains/losses incurred during the year 6.4 -8.2

Reclassifications included in profit or loss -5.8 8.6
Cash flow hedges, net 0.6 0.4
Income tax relating to components of other comprehensive income 16.9 -5.9
Other comprehensive income 8.0 168.9
Disclosure of tax effects relating to components of other comprehensive income

Jan 1i Dec 31, 2022 Jan 1i Dec 31, 2021
Tax Tax
Gross expense/ Net-of-tax Gross expense/ Net-of-tax

MEUR amount benefit amount amount benefit amount
Translation differences 5.1 - 5.1 205.6 - 205.6
Hedging of foreign subsidiaries -21.2 - -21.2 -28.6 - -28.6
Cash flow hedges 0.6 1.9 2.5 0.4 -2.5 -2.1
Items that may be subsequently reclassified
to statement of income -15.5 1.9 -13.6 177.5 -2.5 175.0
Changes in fair value -20.8 - -20.8 0.6 - 0.6
Remeasurements of employee benefits 27.4 15.0 42.4 -3.3 -3.4 -6.7
Items that will not be reclassified to
statement of income 6.6 15.0 21.6 -2.7 -3.4 -6.1
Total other comprehensive income -8.9 16.9 8.0 174.8 -5.9 168.9
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' 3.5 Provisions
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3.6 Deferred tax assets and liabilities

KONEG6s net wo

KONEG6S NET WORKI NG CAPITA

A Our business model enables us to operate with negative

net working capital.

A KONE operates with advance payments across
businesses and geographies.

Net working capital, MEUR

Dec 31, 2022 Dec 31, 2021

Inventories 843.6 717.8
Advance payments received and

deferred revenue -1,973.8 -1,957.0
Accounts receivable 2,668.1 2,421.4
Deferred assets and income tax

receivables 826.9 898.1
Accruals and income tax payables -2,181.2 -2,268.2
Provisions -177.4 -152.3
Accounts payable -1,132.8 -1,310.2
Net deferred tax assets/liabilities 222.7 182.2
Total -903.9 -1,468.2

*) Cash flow from operations before financing items and taxes
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3.1 INVENTORIES

Inventories, MEUR Dec 31, 2022 Dec 31, 2021
Raw materials, supplies and finished goods 409.9 326.6
Work in progress 411.1 351.9
Advance payments 22.6 39.2
Total 843.6 717.8

Accounting principles

Inventories

Inventories are valued at the lower of cost or net realizable
value. Raw materials and supplies are valued based on
weighted average cost method or at standard cost. Semi-
manufactures are valued at production costs.

Work in progress includes direct labor and material costs
as of the consolidated statement of financial position date
with a proportion of indirect costs related to manufacturing
and installation allocated to the firm customer order when
control has not yet transferred to the customer. Firm
customer orders are mainly fixed price contracts with
customers for the sale of new equipment or for the
modernization of old equipment.

An allowance is recorded for obsolete items based on
ma n a g e mestintaté of expected net realizable value.
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3.2 ACCOUNTS RECEIVABLE AND
CONTRACT ASSETS AND LIABILITIES

Changes in contract assets and liabilities

The order book representing the unsatisfied performance
obligations with respect to new equipment and modernization
contracts stood at EUR 9,026.1 (8,564.0) million as at Dec 31,
2022. The vast majority of the order book is expected to be
recognized as revenue within the next 12 months from the
end of the reporting period. However, lead-times especially in
the long-term major projects are somewhat longer depending
on the size and complexity of the projects.

The changes in unbilled contract revenue, advance
payments received and deferred revenue follow the
developments in business but are also impacted by the
normal fluctuation in project progress when applying
percentage of completion method for recognition of revenue.
Deferred income on maintenance contracts represents the
unsatisfied part of transaction price invoiced for maintenance
contracts. Typically this will be recognized as revenue within
the next 12 months from the end of the reporting period.

No material amounts of revenue were recognized during
the reporting period due to changes in transaction prices or
changes in estimates for performance obligations partially or
fully satisfied in previous years. There were no significant
impairment charges recognized during the reporting period for
the contract assets.

Customer credit risk management

Customer credit risks relate to advance payments receivable
from customers or to unbilled revenue and accounts
receivable related to equipment deliveries or to services
rendered. This risk is managed by defining the rules for
tendering, payment terms, authorizations and credit control as
well as project management controls. Advance payments,
documentary credits and guarantees are used in payment
terms to minimize customer credit risks. KONE proactively
manages its accounts receivable in order to minimize the risk
of customer defaults. KONEO®S
large number of customers in several market areas and
geographic split of receivables and contract assets well
mirrors distribution of sales. During the reporting period KONE

Accounting principles

Accounts receivable

Accounts receivable are recognized when the right to
consideration becomes unconditional and are measured at
amortized cost. For KONE®Gs
contracts, a receivable is typically recognized upon invoicing
when the goods are delivered and for KONE maintenance

ne

contracts upon invoicing according to customer contract terms

and conditions.
KONE applies the expected credit loss model to assess

impairment loss for the doubtful accounts receivable since the

accounts receivable do not contain a significant financing
component. To measure the lifetime expected credit losses
trade receivables have been grouped based on shared credit

risk characteristics and aging category and measured based on
historical loss rates adjusted by forward looking estimates and

individual assessment. A final impairment loss is recognized
when receivership or bankruptcy is confirmed or when it is

otherwise obvious that the customer will be unable to meet its

payment obligations. Changes in impairment loss for doubtful
accounts receivable and final impairment losses are recogniz
under cost and expenses in the consolidated statement of
income.

Unbilled contract revenue

Unbilled contract revenue relates to consideration for

performance obligations sat

ed

i s

equipment and modernization contracts. It is recognized when

the revenue recognized exceeds the amounts billed to the
customer and receipt of transaction price is considered to be
conditional upon factors other than the passage of time.

Unbilled contract revenue is valued at net realizable value
and is classified as contract asset and presented under
deferred assets in the consolidated statement of financial
position.

An impairment loss for contract assets is estimated
based on lifetime expected credit loss model and individual
analysis.

Deferred and accrued income on maintenance
contracts

When revenue recognized exceeds the amounts billed to
the customer an accrued income on maintenance contracts
is recognized. It is stated at net realizable value and
classified as contract assets and presented under deferred
assets in the consolidated statement of financial position.
When the amounts billed to the customer exceed the
recognized revenue deferred income on maintenance
contracts is recognized. These balances are classified as
contract liabilities and are presented under accruals in the
consolidated statement of financial position.

Advance payments received and deferred revenue

Advance payments received and deferred revenue relates
to payments received in advance of performance or billing
in excess of revenue recogn
equipment and modernization contracts. Advance
payments received and deferred revenue are recognized

as revenue as (or when) KONE performs under the
contracts and are classified as contract liabilities.

MEUR Dec 31, 2022 Dec 31, 2021
Accounts receivable 2,668.1 2,421.4
Accrued income on maintenance contracts (note 3.3) 36.6 35.1
Unbilled contract revenue (note 3.3) 365.1 344.6
Assets related to contracts with customers 3,069.8 2,801.1
Deferred income on maintenance contracts (note 3.4) 452.2 462.7
Advance payments received and deferred revenue 1,973.8 1,957.0
Liabilities related to contracts with customers 2,426.0 2,419.8
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management has followed particularly closely the credit risks Aging of accounts receivable
related to Chinese developers.
The credit quality of advance payments receivable and

accounts receivable is eval uat ¢agingstructure of the accounts receivable after recognition of impairment, MEUR Dec 31, 2022 Dec 31, 2021
policy. According to this policy, the rules for credit quality

. . . Not past due and less than one month due receivables 2,018.3 1,923.4
evaluation are set separately for the new equipment business B
and the service business. The credit quality is evaluated both Past due 1i 3 months 314.4 278.5
on the basis of the aging of the receivables as well as on the Past due 3i 6 months 161.1 133.1
basis of individual case by case customer analysis in order to Past due > 6 months 174.3 86.4
identify customers with a potentially higher credit risk due to - - ) ) ) —
Accounts receivable in the consolidated statement of financial position 2,668.1 2,421.4

individual customer specific reasons. The bad debt provision
for the accounts receivable is recognized on the basis of this
credit quality evaluation using the expected credit loss model.
The amount of bad debt provision recorded to cover
doubtful accounts was EUR 310.8 (284.4) million at the end of
the financial period. Increase to comparison period is mainly
reflecting increased uncertainties in the Chinese markets.
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3.3 DEFERRED ASSETS

Deferred assets, MEUR Dec 31, 2022 Dec 31, 2021
Deferred interests 3.0 2.7
Accrued income on maintenance contracts (note 3.2) 36.6 35.1
Unbilled contract revenue (note 3.2) 365.1 344.6
Derivative assets (note 5.3) 27.2 88.4
Value added tax assets 84.9 129.6
Prepaid expenses and other receivables 192.5 180.5
Total 709.3 780.8
3.4 ACCRUALS

Accruals, MEUR Dec 31, 2022 Dec 31, 2021
Accrued interests 1.0 2.2
Deferred income on maintenance contracts (note 3.2) 452.2 462.7
Late cost accruals 19 302.3 342.7
Accrued salaries, wages and employment costs 570.0 551.0
Share-based payments 9.9 22.5
Derivative liabilities (note 5.3) 32.6 42.3
Value added tax liabilities 86.1 122.6
Accruals on acquisitions 17.0 21.2
Other accruals 581.2 570.0
Total 2,052.2 2,137.4

1oIncludes accrual for invoicing still pending to be received on completed new equipment and modernization contracts.
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3.5 PROVISIONS

Provision for Provision
Provision Provision business for loss Other

Jan 1i Dec 31, 2022, MEUR for warranty for claims restructuring contracts provisions Total
Total provisions at beginning of period 58.8 7.4 16.0 314 38.6 152.3
Translation differences -0.6 0.0 0.2 -0.3 0.1 -0.7
Increase 19.9 4.2 10.9 32.7 38.0 105.7
Provisions used -11.8 -1.3 -10.7 -13.9 -8.5 -46.1
Reversal of provisions -1.5 -2.0 -1.5 -3.7 -25.8 -34.4
Companies acquired - - - - 0.6 0.6
Total provisions at end of period 64.8 8.4 14.9 46.2 43.0 177.4

Non-current liabilities Current liabilities Total
Distribution of provisions as of Dec 31, 2022 44.8 132.6 177.4

Provision for Provision
Provision Provision business for loss Other

Jan 11 Dec 31, 2021, MEUR for warranty for claims restructuring contracts provisions Total
Total provisions at beginning of period 67.4 6.3 18.1 28.3 34.5 154.7
Translation differences 2.8 0.0 0.3 1.3 0.3 4.7
Increase 15.0 5.7 14.3 17.4 20.6 73.0
Provisions used -21.7 -1.1 -10.5 -10.7 -3.5 -47.7
Reversal of provisions -4.6 -3.5 -6.2 -5.2 -14.3 -33.8
Companies acquired 0.1 - - 0.4 0.9 1.4
Total provisions at end of period 58.8 7.4 16.0 31.4 38.6 152.3

Non-current liabilities Current liabilities Total
Distribution of provisions as of Dec 31, 2021 101.4 50.9 152.3

Accounting principles

Provisions

Provisions are recognized when KONE has a current
legal or constructive obligation as a result of past
event, and it is probable that an outflow of resources
will be required to settle the obligation and a reliable
estimate of the amount of the obligation can be made.
Recognition and measurement of a provision
generally employs managerial estimates on the
probability and the amount of the liability.

Provisions for warranties cover the estimated
liability to repair or replace products still under
warranty at the statement of financial position date.
This provision is calculated based on historical
experience of levels of repairs and replacements.

Provision for claims is recognized when the claim
has been received and it is probable that it will be
settled and the settlement amount can be estimated
reliably.

A provision for business restructuring is
recognized only when a detailed and formal plan has
been established, there is a valid expectation that
such a plan will be carried out and the plan has been
communicated.

Provisions for onerous (loss) contracts are
recognized when it is probable that the costs will
exceed the estimated total revenue or other income
arising from the contract. The probable loss is
recognized as an expense immediately.

Other provisions include for example provisions for
contractual and other obligations arising from
disputes, labor relations or other regulatory matters.
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3.6 DEFERRED TAX ASSETS AND LIABILITIES

Accounting principles

Deferred taxes

Deferred taxes are provided for temporary differences
arising between the tax bases of assets and liabilities
and their carrying amounts in financial reporting, and
measured with enacted tax rates. Typical temporary
differences arise from revenue recognition, provisions,
depreciation and amortization, inter-company
inventory margins, defined benefit type post retirement
plans, lease contracts and tax losses carried forward.
Deferred tax assets on unused tax losses and other
temporary differences are recognized to the extent it is
probable that taxable profit is available to take
advantage of the asset in the future.

A deferred tax liability is recognized on the
undistributed profits of subsidiaries where such tax is
applicable and it is expected to realize in the
foreseeable future. Deferred tax assets and liabilities
are offset for presentation purposes when there is a
legally enforceable right to offset income tax
receivables against income tax payables and when
the deferred tax assets and liabilities relate to income
taxes levied by the same taxation authority.

Deferred tax assets, MEUR Dec 31, 2022 Dec 31, 2021 Dec 31, 2020
Tax losses carried forward 11 1.7 2.0
Provisions and accruals 270.2 267.8 236.7
Post retirement obligations 15.9 28.6 21.7
Inventory 23.9 23.5 24.5
Property, plant and equipment 13.2 16.0 14.7
Other temporary differences 90.0 42.8 42.6
Offset against deferred tax liabilities -106.7 -111.3 -99.8
Total 307.5 269.1 242.4
Total at beginning of period 269.1 242.4
Translation differences -4.4 211
Change in statement of income 25.9 115
Charged or credited to equity 16.9 -5.9
Acquisitions, divestments and other 0.1 0.1
Total at end of period 307.5 269.1
Deferred tax liabilities, MEUR Dec 31, 2022 Dec 31, 2021 Dec 31, 2020
Property, plant and equipment 21.5 29.3 29.0
Goodwill and intangible assets 85.3 72.2 72.0
Other temporary differences 84.7 96.7 89.3
Offset against deferred tax assets -106.7 -111.3 -99.8
Total 84.8 86.9 90.4
Total at beginning of period 86.9 90.4
Translation difference 285) 0.6
Change in statement of income -7.9 -6.1
Acquisitions, divestments and other 353 2.0
Total at end of period 84.8 86.9
Net deferred tax assets and liabilities 222.7 182.2
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IN THIS SECTION

This section comprises the following notes, which
describe acquisitions and capital expenditure at KONE:

expenditure

4.1 Acquisitions and disposals
4.2 Goodwill

4.3 Intangible assets

4.4 Tangible assets

ACQUISITIONS AND CAPITAL EXPENDITURE AT
KONE

A

KONEG6s business i s -iotanpiveina l
nature, particularly in services. On the new equipment
side, we cooperate with many component suppliers. As a
result, the level of tangible and intangible assets is
relatively low in the business.

Capital expenditure on leases consists mainly of
maintenance vehicles and office and warehouse facilities.
Capital expenditure is mainly related to R&D, IT,
manufacturing and service operations.

KONE®&s acqui s primarily cossistedhof stndll2 2

maintenance companies in EMEA region.

KONE's capital expenditure 1.9% of
sales in 2022

KONE ANNUAL REVIEW 2022



CONSOLIDATED FINANCIAL STATEMENTS | NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS | ACQUISTIONS AND CAPITAL EXPENDITURE

4.1 ACQUISITIONS AND DISPOSALS

Acquisitions

KONE completed 17 (15) acquisitions during 2022 for a total
consideration of EUR 28.1 (50.1) million. The acquired
businesses are specialized in the elevator, escalator and
automatic building door businesses and are all located in the
EMEA region. The acquisitions completed during the financial
period were not materi al i
2022 financial statements. The sales consolidated from the
companies acquired during 2022 had only a minor impact on
KONE6s sales for the financi
consideration, based on provisional assessments, EUR 26.2
million was allocated to maintenance contracts in other
intangible assets. Acquired maintenance contracts are
typically amortized over ten years. Note 4.3 provides more
detail on other intangible assets.

The fair values of the acquired net assets, based on a
provisional assessment, as well as the acquisition costs, are
summarized in the adjacent table. The considerations were
paid for in cash, except for certain deferred considerations,
expected to be paid later. For most of the completed
acquisitions, the acquisition cost includes a contingent
consideration, which is typically determined by the financial
performance of the acquired business after the date of the
acquisition. Changes in the fair value of the contingent
consideration after the acquisition date are recognized in the
profit or loss. However, contingent considerations are typically
realized in the amount initially recognized. KONE mostly
acquired a 100% interest in all businesses acquired in 2022,
except for one acquisition.

ndi

al

vidual | or a, w le .to
f\lon—current 5ssets hela For sale and discontinued

Accounting principles

Disposals

In the comparison reporting period KONE sold its full
ownership in Motala Hissar AB against cash consideration.
The sale of the subsidiary did not have material impact on the
assets or liabilities of the Group. A gain of EUR 13.9 million
was recognized arising from the sale.

h o.l KON H

operations

In BuRe 2022 RONE Shhourtcdd®lecibidh todiVest its business
in Russia by selling it to local management. The share
purchase agreement is subject to approval by the relevant
regulatory authorities in Russia. As at December 31, 2022,
operations in Russia are classified as held for sale. The
assets and liabilities of the business have however not been
presented separately from other assets and liabilities of the
Group in the statement of financial position nor have results
related to the business been presented as a separate
component in the income statement as the impact is
immaterial. The assets and liabilities of the business have
been measured at the lower of their carrying amount or fair
value less cost to sell resulting in recognition of loss of EUR
12.5 million.

Acquisitions

Businesses acquired during the period have been combined
in the consolidated financial statements from the date when
Group has obtained control of the business and divested
businesses up to the date when control has ceased. The
acquisition consideration, including deferred and contingent
consideration, as well as the identifiable assets acquired,
.and liabilities assumed, are measured at the acquisition
Odte fair values. The acquisition related costs are
recognized as expenses for the period in which they are
incurred.
At the acquisition date, any non-controlling interest is
measured either at the acquisition date fair value or at non-
controlling i n teeshaethé ecognized p o
amounts of the identifiable net assets.

Non-current assets held for sale and discontinued
operations

The Group classifies non-current assets and disposal
groups as held for sale if their carrying amounts will be
recovered principally through a sale transaction rather than
through continuing use. Non-current assets and disposal
groups classified as held for sale are measured at the lower
of their carrying amount and fair value less costs to sell
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Assets and liabilities of the acquired businesses, MEUR Jan 1i Dec 31, 2022 Jan 1i Dec 31, 2021
Maintenance contracts 26.2 22.7
Other intangible assets 0.0 0.2
Tangible assets 0.4 0.2
Deferred tax assets 0.1 0.1
Inventories 15 0.8
Accounts receivables and other assets 2.6 4.9
Cash and cash equivalents 2.4 8.2
Total assets 33.1 37.2
Employee benefit liabilities 0.2 0.1
Interest-bearing loans 2.5 0.2
Provisions 0.6 14
Deferred tax liabilities 3.3 2.0
Other liabilities 2.2 3.6
Total liabilities 8.9 7.3
Net assets 24.2 30.0
Acquisition cost paid in cash 19.1 36.4
Contingent and deferred consideration 9.1 13.7
Acquisition cost at date of acquisitions 28.1 50.1
Goodwill 4.0 20.1

Changes in the acquisition cost occurring after the acquisition date and recognized in the statement of income totaled EUR 0.7

(0.2) million.
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4.2 GOODWILL

Goodwill allocation

Goodwill is allocated to cash-generating units (CGUs). A cash
generating unit is typically defined as the country unit in which
theacquired business operates
business model and organization structure. As at Dec 31,
2022 the carrying amount of goodwill is allocated to 23
different CGUs. The five largest CGUs carry 75% of the
goodwill. The carrying amount of goodwill is below EUR 10
million for 9 CGUs. The geographical allocation of goodwiill
and the weighted average discount rates are presented in the
adjacent table.

Impairment testing

The value-in-use calculations have been prepared utilizing
cash flow projections that are based on CGU specific financial
estimates approved by the Group management. The explicit
forecast period covers the following three years for each
CGU.

The business growth, sales price and cost development
assumptions embedded in the CGU specific cash flow
projections are based on management assessment of the
market demand and environment, which are examined
against external information sources. The productivity and
efficiency assumptions are based on internal targets, which
are evaluated against actual performance. The cash flows for
subsequent terminal year are assumed prudently without
growth, except as stated below.

The discount rates are based on the risk-free interest
rates, risk factors (beta coefficient) and market risk premiums
available on financial markets. The value-in-use calculations
are validated against KONEO®Gs

Compared to previous year, the most significant change
affecting the cash flow projections has concerned the
deterioration of new equipment market in China where
goodwill is carried related to KONE's second brand business.
The operating environment having seen big changes,
assumptions specific to this CGU have been revised when
estimating the value in use, including country risk premium
and terminal growth rate that has been increased to better
align with local inflation.

As a result of the annual impairment test, the goodwill for
one CGU in EMEA in the amount of EUR 1.0 million, was fully
impaired. Additionally, EUR 2.8 million of goodwill attached to

Accounting principles

Goodwill

N G%qu&II&,sica&c I.eﬁeg. S th\%?xgeﬁs oflé@w%tig%cqst over
the fair values of identified assets and liabilities acquired.
Goodwill typically represents the value of the acquired
market share, business knowledge and the synergies
obtained in connection with the acquisition. The carrying
amount of goodwill is not amortized, but is tested for
impairment.

Impairment testing

The Group assesses the carrying amount of goodwiill
annually or more frequently if any indication of impairment
exists. Goodwill is allocated to the cash generating units
(CGUs) of the Group, which are identified according to the

Acquisitions are accounted for using the acquisition method.

country of operation and business area at the level at which
goodwill is monitored for internal management purposes. The
recoverable amount of a CGU is determined by value-in-use
calculations. In assessing the recoverable amount, estimated
future cash flows are discounted to their present value. Cash
flow estimates are based on
discount rate is the weighted average cost of capital (WACC)
for the main currency area in the location of the CGU (country
or business area), which reflects the market assessment of
the time value of money and
business.

Any impairment loss of goodwill is recognized immediately
as an expense and is not subsequently reversed.

Discount rates used Discount rates used

Goodwill, MEUR Dec 31, 2022 % (pre-tax), % Dec 31, 2021 % (pre-tax), %
EMEA 809.5 514 8.23 814.9 58 5.52
Americas 368.1 26 10.05 349.0 25 7.22
Asia-Pacific 237.1 17 10.17 241.4 17 8.91
Total 1,414.7 1,405.2

Goodwill reconciliation

mar ket canitalizatiaon

Goodwill, MEUR Dec 31, 2022 Dec 31, 2021
Opening net book value 1,405.2 1,327.0
Translation differences 8.2 58.6
Increase 5] -
Decrease -6.1 -0.9
Companies acquired (note 4.1) 4.0 20.5
Closing net book value 1,414.7 1,405.2
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operations in Russia was impaired during 2022 when the
business was reclassified as held for sale.

The impairment testing process includes a sensitivity
analysis in which the CGU specific cash flow estimates were
reduced by 107 40 percent and the discount rates were
increased by 17 4 percentage points. Based on the sensitivity
analysis, the probability for material impairment losses was
very low in all other CGUs, except for the second brand CGU
in China where the value in use with the base scenario
approximates the value of assets employed by the CGU. Even
small deterioration in future cashflows or adverse change in
calculation assumptions would result in recognition of
impairment charge for the China second brand CGU. Due to
this sensitivity, fair value less cost to sell analysis has further
been prepared for the CGU to validate the outcome from
value in use analysis. This analysis supports the recoverable
value provided by the base scenario. On December 31, 2022
goodwill carried by respective CGU amounts to EUR 190.9
million.

Under the basic scenario for other CGUSs, the value-in-use
calculations were on average 7.5 times higher than the value
of CGUs 6 assets employed. The respective ratio
largest CGUs was 6.3; for the five smallest 12.2 and
respectively for the other CGUs 9.7.
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4.3 INTANGIBLE ASSETS

Jan 1i Dec 31, 2022

Intangible assets, MEUR Maintenance contracts Other Total
Opening gross acquisition cost 471.6 260.1 731.7
Opening accumulated amortization and impairment -285.9 -229.0 -514.9
Opening net book value 185.8 31.1 216.9
Opening net book value 185.8 31.1 216.9
Translation differences 0.3 -0.5 -0.2
Increase 3.7 10.9 14.6
Decrease -0.2 0.0 -0.2
Reclassifications - 0.4 0.4
Companies acquired (note 4.1) 26.2 0.0 26.2
Amortization -39.5 -10.0 -49.5
Closing net book value 176.3 31.9 208.2
Closing gross acquisition cost 501.6 256.2 757.8
Closing accumulated amortization and impairment -325.4 -224.2 -549.6
Closing net book value 176.3 31.9 208.2
Jan 1i Dec 31, 2021
Intangible assets, MEUR Maintenance contracts Other Total
Opening gross acquisition cost 439.5 261.8 701.3
Opening accumulated amortization and impairment -249.5 -228.6 -478.1
Opening net book value 190.0 33.2 223.2
Opening net book value 190.0 33.2 223.2
Translation differences 6.5 1.7 8.3
Increase 2.8 8.7 115
Decrease - -1.4 -1.4
Companies acquired (note 4.1) 22.7 0.2 22.9
Amortization -36.4 -11.3 -47.7
Closing net book value 185.8 31.1 216.9
Closing gross acquisition cost 471.6 260.1 731.7
Closing accumulated amortization and impairment -285.9 -229.0 -514.9
Closing net book value 185.8 31.1 216.9

Accounting principles

Intangible assets

Intangible assets identified in connection with acquisitions
are amortized on a straight-line basis over their expected
useful lifetime. KONE often acquires small elevator,
escalator and door service companies, where the excess
of consideration transferred over the net assets of the
acquiree as at closing is allocated to the acquired
maintenance contracts. The acquired maintenance
contracts are typically amortized over ten years.

Intangible assets also include expenditure on acquired
patents, trademarks and licenses, including acquired
software licenses. These assets are amortized on a
straight-line basis over their expected useful lifetime, which
does not usually exceed five years.

Impairment of assets

The carrying amounts of non-current intangible assets and
tangible assets are reviewed for impairment at each
reporting date or whenever there is indication of that the
carrying value of the asset may not be recoverable.
Impairment test involves estimating the recoverable
amount of the asset, subject to testing. The recoverable
amount is the higher of the
disposal and the value in use. An impairment loss is
recognized in the statement of income whenever the
carrying amount exceeds the recoverable amount.

A previously recognized impairment loss is reversed
only if there has been a significant change in the estimates
used to determine the recoverable amount, but not,
however, to an amount higher than the carrying amount
that would have been determined without the impairment
loss recognized in prior years, deducted by accumulated
depreciation.
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4.4 TANGIBLE ASSETS

Jan 1i Dec 31, 2022
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Opening gross acquisition cost 6.7 333.3 365.5 664.4 232.2 115 35 16171
Opening accumulated depreciation - -152.2 -154.1 -464.5 -109.6 - - -880.4
Opening net book value 6.7 181.1 211.4 199.9 122.6 11.5 385 736.7
Opening net book value 6.7 181.1 211.4 199.9 122.6 11.5 385 736.7
Translation differences 0.0 -1.6 1.9 -0.5 0.8 -0.4 0.0 0.2
Increase - 7.0 44.5 58.9 62.9 23.3 1.6 198.4
Decrease -0.8 -2.1 -3.4 -1.5 -0.8 -0.1 - -8.7
Reclassifications - 2.7 0.0 9.3 0.0 -8.9 -3.6 -0.4
Companies acquired (note 4.1) - - - 0.2 0.2 - - 0.4
Depreciation 0.0 -15.0 -63.8 -68.1 -62.9 - - -209.8
Closing net book value 5.9 172.1 190.8 198.3 122.8 2583 1.6 716.8
Closing gross acquisition cost 5.9 336.7 403.6 714.2 249.5 2583 1.6 1,736.9
Closing accumulated depreciation - -164.6 -212.8 -515.9 -126.7 - - -1,020.0
Closing net book value 5.9 172.1 190.8 198.3 122.8 25%3 1.6 716.8

During the period of Jan 1i Dec 31, 2022, capital expenditure on production facilities, installation equipment, R&D tools, as well
as on information systems, including new assets recognized for lease agreements, totaled to EUR 209.2 (217.1) million. Capital
expenditure on leases consists mainly of maintenance vehicles and office facilities.

Lease payments in cash flow totaled to EUR -124.3 (-121.0) million.

Accounting principles

Property, plant and equipment

Property, plant and equipment are measured at cost less
accumulated depreciation and any impairment losses, when
applicable. Depreciation is recognized on a straight-line
basis over the economic useful lives of the assets or over
the lease contract period, if shorter. Economic useful lives
are as follows:

Buildings
Machinery and equipment

5-40 years
4-15 years

Land is not depreciated.

Expenditure on repairs and maintenance of property, plant
and equipment is recognized as expense when incurred.
The carrying amount of any tangible asset is impairment
tested (see impairment of assets accounting principles)
when an indication of impairment exists.

Leases

As a lessee, KONE recognizes a right-of-use asset
representing its right to use the underlying asset and a
lease liability representing its obligation to make lease
payments, amounting to the present value of the future
lease payments. The value of right-of-use asset
corresponds the value of future lease payments at the
inception of the lease, discounted with the incremental
borrowing rate.

Right-of-use assets are depreciated over the contract
period or over the useful life of the asset, which is the
shorter. An option to extend or terminate the lease contract
is included to the lease period when exercising such option
is considered highly probable. The cost arising from short-
term leases and leases of low value assets are recognized
as an expense on a straight-line basis over the contract
period.
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Jan 1i Dec 31, 2021
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Opening gross acquisition cost 6.7 317.3 321.6 602.2 208.6 10.6 3.2 11,4703
Opening accumulated depreciation - -137.7 -105.5 -427.6 -89.4 - - -760.2
Opening net book value 6.7 179.6 216.1 174.7 119.2 10.6 3.2 710.0
Opening net book value 6.7 179.6 216.1 174.7 119.2 10.6 3.2 710.0
Translation differences 0.0 10.3 9.5 8.6 4.7 0.6 0.3 34.0
Increase - 6.0 57.0 69.0 63.3 10.0 25 207.8
Decrease 0.0 -3.5 -10.5 -1.4 -3.1 -0.7 - -19.2
Reclassifications - 2.7 0.0 8.8 - -9.0 -2.5 -
Companies acquired (note 4.1) - - - 0.2 - - - 0.2
Depreciation 0.0 -14.0 -60.6 -59.9 -61.8 - - -196.4
Closing net book value 6.7 181.1 211.4 200.0 122.6 11.5 3.5 736.7
Closing gross acquisition cost 6.7 333.3 365.5 664.4 232.2 115 35 1,617.1
Closing accumulated depreciation - -152.2 -154.1 -464.5 -109.6 - - -880.4
Closing net book value 6.7 181.1 211.4 200.0 122.6 11.5 3.5 736.7
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-1,309 5.49
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Capital structure

IN THIS SECTION

This section comprises the following notes, which
describe the capital structure of KONE:

1 1
I 1
1 1
! |
I 1
I 1
| |
! 5.1 Capital management !
5.2 Sharehol ders6 equity !
| 5.3 Financial risks and instruments !
i 5.4 Shares and other non-current financial assets !
i 5.5 Deposits and loans receivable !
i 5.6 Commitments :
| 5.7 Employee benefits :
1

I 1
1 1

_______________________________________________

KONEG6S CAPI TAL STRUCTURE

A KONE6s cash position 4is stron
generative operating model including collection of
significant advance payments in the new equipment
business.
A KONE has not defined a specific target for its capital
structure, but the aim is to ensure strong credit quality to
provide for ample access to external funding sources to
support the growth ambitions of the business.
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5.1 CAPITAL MANAGEMENT

KONE aims to manage its capital in a way that supports the
profitable growth of operations by securing an adequate
liquidity and capitalization of the Group at all times. The target
is to maintain a capital structure that contributes to the
creation of shareholder value.

The assets employed in KONES®:

principally of net working capital, fixed assets, and financial
investments which are funded by equity and net debt, as
shown in the adjacent table. Due to the business model and
the business processes of KONE, the level of total assets
employed is relatively low. KONE aims to maintain a negative
net working capital to ensure a healthy cash flow even when
the business is growing and to maintain a high return on
assets employed.

Cash flow from operations is the principal source of
KONE6&6s financing. External f
financial investments, are managed centrally by KONE
Treasury according to the KONE Treasury Policy. Financial
investments are made only with counterparties with high
creditworthiness and mainly in short term instruments to
ensure continuous liquidity.

KONE has not defined a specific target for its capital
structure, but the aim is to ensure strong credit quality to
provide for ample access to external funding sources and to
support the growth ambitions of the business. KONE
considers its current capital structure to be a strength, as it
allows for capturing potential value creating business
opportunities, should such opportunities arise. In the event
that significant attractive investment or acquisition
opportunities were available, KONE could also utilize its
borrowing capacity.

In such cases, the level of debt and financial gearing could
be higher for a period of time. At the end of 2022, the funding
of KONE was guaranteed by existing committed credit
facilities, cash and financial investments.

KONE has not defined a specific target for dividends or
share buy-backs. The dividend proposal by the Board of
Directors is determined on the basis of the overall business
outlook, business opportunities, as well as the present capital
structure and the anticipated changes in it. In 20187 2022, the
dividend payout ratio has been 94.2i 124.0% for class B
shares (2022 proposal by the Board of Directors of KONE
Corporation). At the end of December 2022, KONE had
12,306,640 class B shares in its possession.

Capital management, MEUR 2022 2021 2020 2019 2018
Assets employed:

Goodwill and shares 1,536 1,550 1,470 1,506 1,477
Other non-current assets 19 925 954 933 990 658
Net working capital -904 -1,468 -1,160 -856 -758
Total assets employed 1,557 1,035 1,243 1,640 1,377
Capital:

Equity 2,867 3,199 3,197 3,193 3,081
Interest-bearing net debt -1,309 -2,164 -1,954 -1,553 -1,704
Total capital 1,557 1,035 1,243 1,640 1,377
Gearing -45.7% -67.6% -61.1% -48.6% -55.3%
Equity ratio 40.3% 41.2% 45.5% 46.5% 49.9%

1) Tangible assets, acquired maintenance contracts and other intangible assets.

KONE has adopted the IFRS 16 and IFRIC 23 effective January 1, 2019 using the modified retrospective approach and the comparative amounts have not been
restated.

To ensure an efficient internal allocation and utilization of Non-current assets by country
its capital resources, KONE measures the financial results of
its business activities after a capital allocation charge. The MEUR Dec 31, 2022 Dec 31, 2021
capital allocation charge is based on the assets employed in USA 477.0 4418
the business activity and the weighted average cost of capital China 466.4 4825
(WACC). _

The WACC is also used as a hurdle rate when evaluating Spain 244.1 240.9
the shareholder value creation potential of new acquisitions, Germany 212.8 219.6
major capital expenditure and other investments. The France 201.5 206.1
valuation methods qsed are payback time, (_jls_counted cash Finland 1672 146.9
flow as well as earnings and cash flow multipliers.

Other 1,012.4 1,060.3
Total 2,781.3 2,798.0
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5.2 SHAREHOLDERSS®G

Shares and share capital

At the end of the 2022 financial year, the number of shares
outstanding was 529,395,860. The share capital was EUR
66.2 million and the total number of votes was 121,527,427.
Each class A share is assigned one vote, as is each block of
10 class B shares, with the provision that each shareholder is
entitled to at least one vote. The accounting par value of both
classes of shares is EUR 0.125.

At the end of the financial year, the Board of Directors of
KONE Corporation had a valid authorization granted by the
Annual General Meeting in March 2022 to increase the share
capital and to issue stock options. The authorization remains
in effect until the conclusion of the following annual general
meeting, however at the latest until 30 June 2023.

In accordance with the Articles of Association, class B
shares are preferred for a dividend which is at least 1% and
no more than 2.5% higher than the dividend paid to the
holders of class A shares, calculated based on the amount
obtained by dividing the share capital entered into the Trade
Register by the number of shares entered into the Trade
Register.

In 2022 or 2021 there were no changes in the share
capital of KONE Corporation.

: :
1 1
! i
! More information i
1 . . .

i Please, refer to section 6.2 for more information on |
i share-based incentive plans. i
i i
L !

EQUI TY

Authority to buy own shares

KONE Corporationos
2, 2022 authorized the Board of Directors to repurchase the
companyo6s oTheGesdiabaMeeting approved the
aut horization for the Board
own shares. Altogether no more than 52,930,000 shares may
be repurchased, of which no more than 7,620,000 may be
class A shares and 45,310,000 class B shares.

The minimum and maximum consideration for the shares
to be purchased is determined for both class A and class B
shares on the basis of the trading price for class B shares
determined on the Nasdaq Helsinki Ltd. on the time of
purchase.

A total of 1,083,500 B class shares were purchased by
KONE on the Helsinki Stock Exchange (Nasdaq Helsinki Ltd)
in 2022. The total amount paid to acquire shares amounted to
EUR 50.0 million with the average market price totaling EUR
46.11 per share prevailing at the time of purchase. All shares
held by KONE at the end of the reporting period consisted of
B class shares.

AnnuaMardBe ne

of

Accounting principles

Equity and profit distribution

rTal e Meaettd In gs thaerl edh winder s 6

equ

the share premium account, the fair value and other
reserves, translation differences, the paid-up unrestricted
enuity resere premeasiyramentsefemployele hepedits a0d
retained earnings. The fair value and other reserves
include changes in the fair value of cash flow hedges.
Differences arising from the application of the acquisition
method on the translation of the net investment in foreign
subsidiaries and associated companies are recognized as
translation differences. Exchange rate differences resulting
from financial instruments intended as hedges of the net
assets in foreign subsidiaries are also recognized as
translation differences. Actuarial gains and losses arising
from revaluation of employee benefits are recognized as
remeasurements of employee benefits. The purchase price
of own shares purchased by KONE Corporation is
deducted from retained earnings. The net income for the
accounting period is recognized directly in retained

earnings.

When KONE Corporation purchases its own shares,
the consideration paid and costs directly attributable to the
purchase transaction are recognized as a deduction in
equity. When such shares are sold, the consideration
received, net of directly attributable transaction costs, is

included in equity.

Profit distribution includes dividends and donations

deci ded t he

by

Sharehol

der s

distribution of profits proposed by the Board of Directors of
KONE Corporation for the financial year ended, is not
deducted from the equity prior to acceptance by a

Sharehol der s o

Me et i

ng.

NE O s
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Own shares
Number of shares Acquisition cost, MEUR
Jan 1, 2022 11,433,525 198.6
Distributed to the share-based incentive plan, February -218,091 -12.1
Returned from the share-based incentive plan, February 9,518 0.4
Distributed as the annual compensation of the Board, April -7,664 -0.5
Returned from the share-based incentive plan, April 1,269 0.0
Returned from the share-based incentive plan, July 2,468 0.1
Purchase, November 150,000 6.3
Purchase, November 120,000 3
Purchase, November 100,000 4.4
Purchase, November 50,000 2.2
Purchase, November 130,000 5.9
Purchase, November 130,000 6.0
Purchase, November 150,000 7.4
Purchase, November 150,000 7.5
Purchase, November 103,500 5.0
Returned from the share-based incentive plan, December 2,115 0.1
Dec 31, 2022 12,306,640 236.6
Jan 1, 2021 11,006,006 164.7
Distributed to the share-based incentive plan, January -155,115 -5.7
Distributed as the annual compensation of the Board, April -4,984 -0.2
Distributed to the share-based incentive plan, April -171,231 -6.3
Returned from the share-based incentive plan, April 8,849 0.3
Purchase, November 150,000 8.9
Purchase, November 160,000 9.7
Purchase, November 150,000 9.1
Purchase, November 150,000 9.3
Purchase, November 140,000 8.8
Dec 31, 2021 11,433,525 198.6
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Reconciliation of own shares, Dec 31, 2022

KONE Corporation and Group total Quantity Acquisition cost Average price
Dec 31, 2021 11,433,525 198,574,506.75 17.37
February 03, 2022 -218,091 -12,070,057.07 55.34
February 03, 2022 9,518 350,288.48 36.80
April 28, 2022 -7,664 -463,562.35 60.49
April 28, 2022 1,269 46,702.68 36.80
July 21, 2022 2,468 90,829.16 36.80
November 03, 2022 150,000 6,274,282.33 41.83
November 04, 2022 120,000 5,278,329.64 43.99
November 07, 2022 100,000 4,418,357.61 44.18
November 08, 2022 50,000 2,207,260.93 44.15
November 09, 2022 130,000 5,922,817.92 45.56
November 10, 2022 130,000 6,037,259.33 46.44
November 11, 2022 150,000 7,369,242.31 49.13
November 14, 2022 150,000 7,507,539.44 50.05
November 15, 2022 103,500 5,014,758.07 48.45
December 21, 2022 2,115 77,837.80 36.80
Dec 31, 2022 12,306,640 236,636,393.03 19.23
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5.3 FINANCIAL RISKS AND INSTRUMENTS

KONEO&6s business activities
as foreign exchange risks, interest rate risks, liquidity risks
and credit risks. These financial risks are managed as part of
the total KONE risk portfolio. KONE Treasury is responsible
for the centralized management of financial risks in
accordance with the KONE Treasury Policy approved by the
Board of Directors. KONE business units manage their
financial risks locally in accordance with the KONE Treasury
Policy.

ar e

Financial credit risk

KONE has substantial amounts of cash and financial
investments. In order to diversify the financial credit risk and
manage liquidity risk, funds are invested into highly liquid
interest rate funds and deposits with several banks. Global
counterparty limits are approved by the Board of Directors. All
open exposures such as cash on bank accounts, investments,
deposits and other financial assets, for example derivatives
contracts, are included when measuring the financial credit
risk exposure. When selecting counterparty banks and other
investment targets, only counterparties with high
creditworthiness are approved. The size of each limit reflects
the creditworthiness of the counterparty. Counterparty
creditworthiness is evaluated constantly and the required
actions are considered case by case if significant changes in
the creditworthiness of a counterparty occur. The fair values
of interest rate funds are measured based on market
information (fair value hierarchy level 2).

Refinancing and liquidity risks

KONE&és cash and cash equival en
million and financial investments EUR 1,470.1 (2,393.7)
million on December 31, 2022.

Cash and financial investments are managed centrally by
KONE Treasury. Due to local regulations, part of the funds
reside in local investments and on decentralized bank
accounts in a number of KONE countries. A substantial part of
the funds is nevertheless accessible to KONE Treasury.
Changes in the local regulations can also in the future have
an impact on the location of the cash and financial
investments.

Accounting principles

exposed to financial risks
Derivative financial instruments and hedge accounting

S

Derivative financial instruments are initially and subsequently
recognized at fair value in the statement of financial position.
The fair values of foreign exchange forward contracts are
calculated by discounting the future cash flows of the contracts
with the relevant market interest rate yield curves on the
valuation date and by calculating the difference between the
discounted values as at the forward contract date and balance
sheet date in euros.

At the contract date the derivatives are classified according
to the foreign exchange policy as hedging instruments of a
business transaction arising from a firm or highly probable
purchase or sales contract. These are partly included in cash
flow hedge accounting, hedges against fair value changes of
assets or liabilities or hedges of net investments in foreign
entities.

In cash flow hedge accounting KONE uses foreign
currency forward contracts to hedge its exposure in foreign
currency dominated cash flows which ensures economic
relationship between the hedged item and the hedging
instrument and full effectiveness as the value of the hedging
instrument and the value of the hedged item move in the
opposite direction because of the common underlying
denominator. The full fair value of derivatives, including
transaction related forward points, is designated in the
hedging relationship.

The effective portion of changes in the fair values of the
foreign exchange derivatives initiated for hedging firm or highly
probable future purchase or sales transactions is recognized

t throughat® stétehBnt of omprehendivé iBddme4o the hedge
reserve within equity. The cumulative changes of fair values
are transferred into the statement of income as adjustment
items to costs and expenses simultaneously when the hedged
sale or purchase realizes. When cash flow hedge accounting
is applied, at the inception of the hedging transaction the
economic relationship between hedging instruments and
hedged items is documented including whether the hedging
instrument is expected to offset changes in cash flows of
hedged items. Also, the risk management objective and
strategy for undertaking various hedge transactions is
documented at the inception of each hedge relationship.
Hedge effectiveness is assessed before hedge accounting is
applied and at least on a quarterly basis thereafter.

uch

The gain or loss relating to the ineffective portion is
recognized immediately as an adjustment to cost and
expenses. In hedges of foreign currency transaction,
ineffectiveness may arise if the timing of the forecast
transaction changes from what was originally estimated. If a
foreign exchange derivative included in the cash flow hedge
accounting expires or is sold or when a hedge no longer
meets the criteria for hedge accounting, the cumulative
change in the fair value of the hedging instrument will remain
in the hedge reserve and is recognized in the income
statement at the same time with the hedged sale or
purchase. The cumulative fair values of the hedging
instruments are transferred from the hedge reserve to adjust
cost and expenses immediately if the hedged cash flow is no
longer expected to occur.

The changes in the fair values of derivatives that are
designated as hedging instruments but are not accounted for
according to the principles of cash flow hedge accounting are
recognized based on their nature either in the operative
income or costs, or as financial income or expenses: if the
hedged risk arises from an operative transaction, the fair
values of the hedging instruments are recognized in costs
and expenses, and if the hedged item is a monetary item, the
fair values are recognized in financing items.

Changes in the fair values of foreign exchange
derivatives are recognized in financing income and expenses
if the hedged item is a loan receivable, deposit or a financial
asset or liability denominated in a foreign currency.

The effective portion of the change in the fair values of
currency forward contracts hedging translation differences
arising from net investments in foreign subsidiaries, are
recognized through the statement of comprehensive income
to the translation differences within equity and would be
transferred to the income statement in case the net
investment were disposed of partially or in its entirety. The
hedged risk is designhated as movements in the spot rate
(excluding changes due to interest rates i.e. forward points).
Changes in fair value of the hedging instrument due to the
forward points (cost of hedging) are immediately recognized
in the consolidated statement of income.

Fair values of derivative instruments are recognized
under current assets and liabilities in the balance sheet.
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KONE has a credit facility of EUR 200 (0) million and a
loan of EUR 200 (200) million from the European Investment
Bank (EIB) for R&D purposes. The fixed interest rate loan will
mature in 2026. The fair value of the loan is estimated based
on discounted cash flow method using a current borrowing
rate (level 2 fair value hierarchy) as the discount rate. KONE
has also an uncommitted commercial paper program of EUR
500 (500) million and a sustainability-linked revolving credit
facility of EUR 850 (850) million to ensure sufficient liquidity.
The sustainability targets included in the facility relate to

KONEG6s decarbonization and gen

Interest rate risks

KONE®& s c as hterm muestrseht®wette EUR 1,965.6
(2,884.1) million at the statement of financial position date. At
the same time, KONE 6 s  ibearirg debtsvas EUR 673.9
(746.5) million and consisted of EUR 532.6 (547.1) million of
financial debt including lease liabilities, EUR 1.3 (5.1) million
of option liabilities from acquisitions, and EUR 140.0 (194.3)
million of employee benefit liabilities. Additionally, KONE had
an asset on employee benefits of EUR 10.0 (22.9) million.

As KONEOG6s financi al invest me
tenors of less than one year, changes in the interest rates do
not have any significant impact on their market values.

Changes in the interest rates may however impact future
interest income.

When calculating the interest rate sensitivity analysis, the
interest-bearing net financial debt, excluding foreign exchange
forward contracts, is assumed to remain on the level of the
closing balance of 2022 during the following financial period.
The sensitivity analysis presents the impact of a 1 percentage
point change in the interest rate level on the net interest
income for the financial period by taking into account the net
financial debt tied to interest periods of less than one year,
EUR -1,854.5 (-2,768.5) million. For 2022 a 1 percentage
point change in the interest rate level would mean a change of
EUR -18.5 (-27.7) million in net interest income. The interest
rate sensitivity is calculated before taxes.

A change in interest rates does not have a material impact
on the net interest on employee benefits, on financial debt or
option liabilities from acquisition.

Accounting principles

Loans

Loans payable are in the consolidated statement of financial
position presented as part of other financial liabilities. They are
measured initially at fair value net of directly attributable
transaction costs incurred and are subsequently carried at
amortized cost using the effective interest rate method. Lease
liabilities are measured to the present value of future lease

doayments disceupted jwithyhe incsementalbaireowing sate.
Financial assets

Financial assets are classified into three categories: measured
at amortized cost, at fair value through other comprehensive
income (FVOCI) and at fair value through profit or loss.

The classification is made at the time of the original
acquisition based on the objective of the business model and
the characteristics of contractual cash flows of the investment.

KONE assesses on a forward-looking basis the expected
credit losses associated with its assets carried at amortized

h €ost. Therimpairment methgdologyhappéiesl degends omwhether
there has been a significant increase in credit risk.

All of these financial assets are considered to have low credit
risk, and thus the impairment provision assessment is based on
12 months expected losses.

Current deposits and loans receivable

Current deposits and loans receivable are initially recognized at
fair value and thereafter at amortized cost using the effective
interest rate method except for interest rate funds which are
classified and measured as investments at fair value through
profit or loss. Only substantial transaction costs are considered
for when measuring the acquisition cost.

Investments in commercial papers, short-term bank
deposits, interest rate funds and other money market
instruments are included in deposits and loans receivable.

Cash and cash equivalents

Cash and cash equivalents include cash-in-hand and bank
account balances. Bank overdrafts are included in other
current liabilities.

Derivatives

Treasury policy for hedging purposes is applied to all
derivative contracts.

The majority of the foreign exchange forward contracts
and swaps mature within a year.

The fair values of foreign exchange forward contracts and
swaps are measured based on price information derived from
active markets and commonly used valuation methods (fair
value hierarchy level 2). Financial contracts are executed only
with counterparties that have high credit ratings. The credit
risk of the counterparties and KONE is considered when
assessing the fair values of outstanding financial assets and
liabilities.

The fair values of the derivatives are represented in the
balance on a gross basis and can be set off on conditional
terms such as breach of contract or bankruptcy. Derivative
financial receivables from counterparties after set off would be
EUR 4.0 (49.9) million and payables EUR 9.4 (3.9) million.
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Maturity analysis of financial liabilities and interest payments

Dec 31, 2022 Dec 31, 2021

MEUR <lyear 1-5years >5years Total <1lyear 1-5years >5years Total
Interest-bearing debt

Non-current loans - -200.0 - -200.0 - -200.0 - -200.0

Lease liabilities -106.1 -186.3 -31.6 -324.0 -108.3 -199.6 -35.8 -343.6

Current loans - - - - - - - -

Used bank overdraft limits -8.6 - - -8.6 -3.4 - - -3.4

Option liabilities from acquisitions - -1.3 - -1.3 -3.8 -1.3 - 5.1

Employee benefit liabilities - - -140.0 -140.0 - - -194.3 -194.3
Non-interest-bearing debt

Accounts payable -1,132.8 - - -1,132.8 -1,310.2 - - -1,310.2
Derivatives

Capital inflow 2,856.0 118.4 0.4 2,974.8 3,515.1 90.3 - 3,605.3

Capital outflow -2,866.6 -117.6 -0.4  -2,984.6 -3,455.7 -88.6 - -3,544.2
Interest payments -7.8 -11.9 -0.5 -20.2 -6.6 -8.9 -2.4 -17.9
Net outflow -1,265.8 -398.7 -172.1  -1,836.6 -1,372.9 -408.0 -232.5  -2,013.5

Derivative
Derivative assets liabilities, Fair value, net Fair value, net

Fair values of derivative financial instruments, MEUR Dec 31, 2022 Dec 31, 2021 Dec 31, 2022 Dec 31, 2021
Foreign exchange forward contracts and swaps

In cash flow hedge accounting 20.8 -14.6 6.2 5.2

In net investment hedge accounting - -0.8 -0.8 -23.3

Other hedges 6.4 -17.3 -11.0 64.1
Total 27.2 -32.7 -5.5 46.0
Nominal values of derivative financial instruments, MEUR Dec 31, 2022 Dec 31, 2021
Foreign exchange forward contracts and swaps

In cash flow hedge accounting 1,009.7 945.6

In net investment hedge accounting 224.0 429.5

Other hedges 1,741.2 2,230.2
Total 2,974.8 3,605.3
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Values of financial assets and liabilities by categories

Measured at
fair value Measured at

Measured at
fair value
through other

through amortized comprehensive Total book

Dec 31, 2022 Notes profit or loss cost income Other value
Non-current assets

Shares and other non-current financial assets 5.4 121.7 121.7

Non-current loans receivable 5] 25 2.5

Employee benefits 5.7 10.0 10.0
Current assets

Accounts receivable 2,668.1 2,668.1

Derivative assets 6.4 20.8 27.2

Current deposits and loans receivable 5] 820.8 654.1 1,474.9

Cash and cash equivalents 495.5 495.5
Total financial assets 827.2 3,820.2 142.5 10.0 4,799.9
Non-current liabilities

Loans o 200.0 217.9 417.9

Employee benefits 5.7 140.0 140.0
Current liabilities

Loans 29 106.1 106.1

Current loans and other liabilities 8.6 8.6

Option liabilities from acquisitions 1.3 1.3

Accounts payable 1,132.8 1,132.8

Derivative liabilities 17.3 15.4 32.7

Unpaid acquisition consideration 17.0 17.0
Total financial liabilities 18.7 1,341.4 15.4 481.0 1,856.3

1gIncludes lease liabilities of EUR 217.9 million.
29Includes lease liabilities of EUR 106.1 million.

The fair values of the financial assets and liabilities are not materially different from their book values.

Interesttbear i ng net

comprises items marked with A |

o
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Measured at

Measured at
fair value

fair value Measured at through other
through amortized comprehensive Total book

Dec 31, 2021 Notes profit or loss cost income Other value
Non-current assets

Shares and other non-current financial assets | 5.4 144.6 144.6

Non-current loans receivable | 5.5 2.6 2.6

Employee benefits | 5.7 22.9 22.9
Current assets

Accounts receivable 2,421.4 2,421.4

Derivative assets 88.4 88.4

Current deposits and loans receivable | 5.5 1,906.6 488.1 2,394.7

Cash and cash equivalents | 490.4 490.4
Total financial assets 1,995.0 3,402.5 144.6 22.9 5,565.0
Non-current liabilities

Loans 9 | 200.0 235.4 435.4

Employee benefits | 5.7 194.3 194.3
Current liabilities

Loans 29 | 108.3 108.3

Current loans and other liabilities | 3.4 3.4

Option liabilities from acquisitions | 5.1 5.1

Accounts payable 1,310.2 1,310.2

Derivative liabilities 3.8 38.5 42.3

Unpaid acquisition consideration 21.2 21.2
Total financial liabilities 9.0 1,513.6 38.5 559.2 2,120.3

1gIncludes lease liabilities of EUR 235.4 million.
29Includes lease liabilities of EUR 108.3 million.

The fair values of the financial assets and liabilities are not materially different from their book values.

Interesttbear i ng net debt

comprises items mar ked wi
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5.4 SHAREHOLDINGS AND OTHER NON-
CURRENT FINANCIAL ASSETS

On the date of the statement of financial position, shares and
other non-current financial assets were EUR 118.8 (139.6)
million and EUR 2.9 (4.9) million, respectively.

The shares held include a 19.9% holding in Toshiba
Elevator and Building Systems Corporation (TELC). TELC
consists of an investment in equity instruments that does not
have a quoted price in an active market. The fair value of
TELC shares is estimated using a dividend discount model
with the key inputs to the model including forecasted dividend
and the discount rate. While the fair value of the investment is
sensitive to changes in these two assumptions, there is no
reasonably possible change that would result in significant
impact on total assets or equity of KONE.

Investment also includes other non-current financial assets

which are investments in smaller holdings in other companies
without public quotation.

5.5 DEPOSITS AND LOANS RECEIVABLE

The fair values of deposits and loans receivable are not
materially different from their carrying amounts. Current
deposits mature within one year and consist of EUR 820.8
(1,906.6) million and EUR 649.3 (487.1) million of interest rate
funds and short-term bank deposits, respectively.

5.6 COMMITMENTS

Banks and financial institutions have guaranteed obligations
arising in the ordinary course of business of KONE companies
up to a maximum of EUR 1,802.9 (1,735.7) million as of
December 31, 2022.

Accounting principles

Shares and other non-current financial assets

Shares include long-term strategic investments, which are
investments in equity instruments that do not have a quoted
price in an active market. Other non-current financial assets
include investments in smaller holdings in other companies
without public quotation.

Shares and other non-current financial assets are
classified as investments measured at fair value

through other comprehensive income. The fair value is
measured using income or market approach valuation
techniques under fair value hierarchy level 3. Upon disposal of
these investments, any balance within the fair value and other
reserves for these investments is reclassified to retained
earnings and is not reclassified to the statement of income.

Deposits and loans receivable, MEUR Dec 31, 2022 Dec 31, 2021
Non-current loans receivable 25 2.6
Current loans receivable 4.8 1.0
Current short-term deposits 1,470.1 2,393.7
Total 1,477.4 2,397.3
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5.7. EMPLOYEE BENEFITS

KONE operates various employee benefit plans throughout its
locations. These plans include both defined contribution and
defined benefit schemes. The pension benefits provided by
KONE to its employees are primarily organized through
defined contribution plans.

KONE6s most significant
in the United Kingdom and in the United States. Defined
benefit pension plans are funded by KONE to satisfy local
statutory funding requirements. The assets are managed by
external fund managers. The funds are allocated between
equities and fixed income instruments in order to provide
return at target level and limited risk profile. The valuations of
the obligations are carried out by independent qualified
actuaries. The discount rates used in actuarial calculations of
the employee benefit liabilities are adjusted to market rates.

In the United Kingdom, the pension scheme is designed
according to the Definitive Trust Deed and Rules and
complies with the guidelines of the UK Pension Regulator.
The pension scheme has been closed for new members as of
March 2002 and is managed through KONE Pension Trustees
Ltd.

In the United States, a part
membersoft he Empl oyeeso
funded defined benefit plan. The plan is managed by KONE
Inc.ds Pension Committee. I n
KONE also provides post-employment medical and life
insurance benefits. These predominantly unfunded other post-
employment benefit plans qualify as defined benefit plans
under IFRS. KONE is also a participant in a multi-employer
employee benefit plan in the United States. In this defined
contribution plan KONE pays a contribution based on the
hours worked by partici pati ng empl oyees,
is limited to this payment.

KONE&6s main unfunded
Germany, ltaly (TFR Trattamento di Fine Rapporto,
termination indemnity plan) and in Sweden. The pension
schemes in Germany and the TFR plan in Italy are closed
from new entrants. In Sweden, the pension cover is organized
through defined contribution as well as unfunded defined
benefit plans (ITP system, Industrins och handelns
tillaggspension).

KONE has defined contribution plans for pensions and
other post-employment benefits in most countries. Under
defined contribution plans

of KONEO®S

defined

f u n d estdtutatyeFiniish enployleespensidnischenme (Faomish

KONEOG s

as an expense in the accounting period to which they relate.
Recognition of a liability i
obligation is limited to the payment of the contributions into
these plans or funds.

The defined contribution pension plan in Finland is the
ar e
Statutory Empl oyment Pension
whicht he benefits are directly |
earnings. TyEL is arranged through pension insurance
companies.

Defined benefit obligations expose KONE to various risks.
Corporate bond yields are used as a reference in determining
the discount rates used for calculation of defined benefit plan
related obligations. A decrease in corporate bond yields
hence will increase the present value of the defined benefit
obligation. A plan deficit can occur if the performance of the
plan assets is below the above-mentioned yield. These
potential deficits may require further contributions to the plan
assets by the Group.

Some of the Groupds defined
to general inflation and salary level development. Higher level

S

(/)

eofmmflationyaredesaary devekwill result in a higher present value
Ret i r e me n tof tHe bemefit, obligation.c h

is a
Some of the defined benefit plans obligate KONE to

a pravidet benefits totplan meinbers forgheinligetime.nhepefora, n

any increase in life expectancy will increase defined benefit
liability of these plans.

KONE&s obligation
benefit plans are in
contributions are recorded

Accounting principles

Employee benefits

”1%& Grorur()e o%ejra{ters \?arjrousbe%pﬁo%le Be%efit%ﬂﬁa%’gl % ©
accordance with local conditions and practices. The
plans are classified as either defined contribution
plans or defined benefit plans. The pension plans are
nerglly fund R}Ptp@ nis ranLempgyees 14,0y :
%‘? releyantK nlr;se g gssets p gwes
p ans are generaIIy he in separate insurance
companies or trustee-administered funds. Pension
costs and liabilities are based on calculations by the
local authorities or independent qualified actuaries.
Contributions to the defined contribution plans are
charged directly to the statement of income in the year
to which these contributions relate. For defined benefit
plans, pension cost is determined based on the advice
of qualified actuaries who carry out a full valuation of
the plan on a regular basis using the projected unit
credit method. Under this method, the costs of
grqviding pensionparg chappdloghe statemen of | |
income so as to spread the regular costs over the
working lives of employees. KONE presents the
service cost relating to defined benefit obligations in
employment expenses while the net interest is
presented in financing expenses.

The liability arising from the defined benefit post-
employment plans is the present value of the defined
benefit obligation less the fair value of plan assets.
The discount rates used in the actuarial calculations of
employee benefits liabilities are adjusted to market
rates. Obligations to pay long-term disability benefit,
the level of which is dependent on the length of
service of the employee, are measured to reflect the
probability that payments will be required and the
length of service for which it is expected to be made.

nked

=
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Defined bengefit plan liability

Other post-employment
benefit liability

Fair value of plan assets

Net defined benefit balance

MEUR Dec 31, 2022 Dec 31, 2021 Dec 31, 2022 Dec 31, 2021 Dec 31, 2022 Dec 31, 2021 Dec 31, 2022 Dec 31, 2021
Balance at beginning of period 714.5 638.9 7.1 10.1 550.2 480.8 171.4 168.1
Current service costs 20.5 17.5 0.2 0.1 = - 20.7 17.7
Interest expense 14.3 11.2 0.2 0.1 - - 14.5 11.3
Interest income - - - - 11.6 8.8 -11.6 -8.8
Other -15 -0.6 - - 2.9 -2.0 15 1.3
in the consolidaied statements of meome - 334 281 04 02 87 6.9 254 25
Return on plan assets, excluding interest income - - - - -151.4 36.1 151.4 -36.1
Remeasurements -184.0 42.7 1.6 -3.4 = - -182.4 39.3
E;rt‘;?;]"‘gr‘]‘trg';‘fgésmffeohge’y;ﬁ/de'ir;é':ﬁnceo”SO"dawd -184.0 42.7 16 3.4 -151.4 36.1 311 33
Employer contributions - - - - 29.0 13.0 -29.0 -13.0
Pl an participantsdé contri 1.9 0.4 0.2 0.2 2.2 0.6 - -
Benefits paid -46.7 -29.3 -0.8 -0.7 -39.1 -23.1 -8.4 -6.9
Settlement payments - -0.3 - - - - - -0.3
Business combinations, disposals and other 0.2 -0.1 - - - - 0.2 -0.1
Foreign currency translation effects 0.0 34.1 0.4 0.7 -1.4 36.0 1.8 -1.2
Other reconciling items -44.6 4.9 -0.1 0.1 -9.3 26.5 -35.4 -21.5
Balance at end of period 519.2 714.5 8.9 7.1 398.2 550.2 130.0 171.4
Present value of unfunded obligations 84.2 114.8 8.9 7.1 - - 93.2 121.9
Present value of funded obligations 435.0 599.7 - - - - 435.0 599.7
Fair value of benefit plans' assets - - - - 398.2 550.2 -398.2 -550.2
Total 519.2 714.5 8.9 7.1 398.2 550.2 130.0 171.4
The expected contributions to defined benefit type arrangements in 2023 are EUR 22.0 million.

The actual return on def i ne-t39.8&(@4Opniilion. pl ansd assets EUR
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Fair values of major classes of plan assets,

MEUR Dec 31, 2022 Dec 31, 2021
Fair value of plan assets with a quoted market price 369.3 5215
Other 28.9 28.7
Total 398.2 550.2

Amounts recognized in the statement of income,
MEUR

Jan 1i Dec 31, 2022

Jan 1i Dec 31, 2021

Defined contribution pension plans 313.0 2815

Defined benefit pension plans 24.7 21.2

Other post-employment benefits 0.4 0.2

Total 338.1 302.9

Defined benefit plans: assumptions used in Dec 31, 2022 Dec 31, 2021
calculating benefit obligations Europe USA Europe USA
Discount rate, % 4.33 5.03 1.55 2.87
Future salary increase, % 2.6 4.0 2.3 4.0
Future pension increase, % 1.4 - 15 -
Sensitivity of the defined benefit obligation to Impact on defined henefit obligation
changes in actuarial assumptions Dec 31, 2022 Dec 31, 2021
Discount rate, +0.25 percentage points -2.5% -3.6%
Discount rate, -0.25 percentage points 2.7% 3.8%
Future pension increase, +0.25 percentage points 1.2% 2.1%
Future pension increase, -0.25 percentage points -1.2% -1.8%

Sensitivities are calculated by changing one assumption at a time while keeping other variables constant.
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IN THIS SECTION

This section comprises the following notes concerning
rewards and related parties to KONE:

6.1 Management remuneration
6.2 Share-based payments
6.3 Related party transactions
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