28 March 2017

Corporate Governance in FirstFarms A/S

- in accordance to The Danish Financial Statements Act § 107b

In accordance with "Recommendations for good Corporate Governance", composed in 2005 and latest revised
and updated in May 2013 by the Committee for good Corporate Governance, a listed company shall explain
how it complies with the recommendations based on the "comply-or-explain” principle. In FirstFarms this means
that the company explains how the recommendations are interpreted and complied with, and explains if the
recommendations are deviated. The recommendations supplement the regulation, in relation to company- and
exchange law, for Danish companies, who have shares to trade on a regulated market.

Each annual report from FirstFarms contains a section on “Corporate Governance”, in which the company brief-
ly explains its deviations from the recommendations. Additionally, this Corporate Governance in FirstFarms A/S
is always available at www.firstfarms.com.

“Recommendations for good Corporate Governance” are divided into 5 main sections:

The company’s communication and interaction with the company’s investors and other interested parties
The roles and responsibilities of the Board of Directors

Composition and organisation of the Board of Directors

Remuneration of the Board of Directors and the Management

Presentation of accounts, risk management and audit
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Corporate Governance — or company management — is the company’s overall framework and guidelines, which
determines its goals and the Management’s tasks and business opportunities. FirstFarms generally complies
with the Committee's recommendations and with this review of the specific recommendations the company is
seeking to enable shareholders and other interested parties to gain an insight into how Corporate Governance
is implemented in FirstFarms.

Re 1) The company’s communication and interaction with the company’s investors and other interested
parties

FirstFarms is endeavouring to establish frameworks, which encourage shareholders into a dialogue with the
company’s Management and mutual dialogue between the shareholders. Connected with this, the company
has placed particular focus on IT, since this eases communication and at the same time produces significant
cost savings. Consequently, the company has opted electronic communication as its vehicle in its Articles of
Association and all information to the shareholders is therefore sent using this medium.

FirstFarms uses the annual general meeting (AGM) as a tool to enable shareholders to have their say and their
participation is encouraged to increase active ownership. The company is therefore seeking to ensure that all
members of the Board of Directors and the Management are present at the AGM. The company is continuously
looking for ways to enable shareholders to view the AGM as webcast transmission, and likewise a recording of
this may subsequently be available on the company’s website. The company has so far used physical attend-
ance at the AGM and has until now refrained from using partly or completely electronically AGM, as FirstFarms
would like to meet its shareholders on the AGM. The AGM may be supplemented with general discussion of
issues relevant to the company’s activities and of interest to the company’s investors, e.g. agricultural invest-
ments in Eastern Europe. The company website has a special section about past and forthcoming AGMs in
FirstFarms together with associated material.

Notice to convene the annual general meeting in the company occurs according to the Articles of Association
by submission of e-mail to every registered shareholder who has informed FirstFarms about his/hers e-mail
address and also by publication at the company’s website www.firstfarms.com. In connection to holding the
annual general meeting, power of attorney can be given to the Board of Directors or others in the form of a
marked power of attorney, where the shareholders have the possibility to make a decision of every item on the
agenda.

The company has adopted an IR-policy, which seeks to ensure a constructive dialogue with shareholders and
other interested parties through its investor relation work. The company therefore participates in events involv-
ing unions, organisations and other groups, where presentations from FirstFarms can contribute to increasing
knowledge of the company and its business areas. In addition to participating in investor meetings, the compa-
ny has given its shareholders the opportunity to participate in shareholder trips, where the investors are given

1/8


http://www.firstfarms.com/
http://www.firstfarms.com/

the opportunity to see the company’s activities and to obtain information about the various business branches
of the management in the respective farms. It is FirstFarms’ opinion that these user-paid shareholder trips can
provide a good impression of the company’s activities, in the same way as it can contribute to a dialogue be-
tween the company and the shareholders and among shareholders. Information about forthcoming trips is pub-
lished on the website www.firstfarms.com and via direct information to shareholders registered by name with
the company using their email address in the company’s register of shareholders.

In case of proposal of takeover offer, the Board of Directors will refrain from undertaking dispositions, which
actually screen the shareholders from deciding about the takeover attempt and approve it on a general meet-
ing. This will be in force from the time the Board of Directors learns about the proposal of the takeover offer, as
the shareholders shall have an actual possibility to decide whether they wish to surrender their shares in
FirstFarms on the proposed terms.

The company practises openness in respect of its activities and plans, for which reason the company has
adopted an information and communication policy, including formulation of an Investor Relations policy.
Amongst other things the company has decided to publish its company announcements in Danish and English,
and to make these available on the company’s website as well as to release them into the public domain within
Denmark and the EU. FirstFarms publishes company announcements at least four times annually, by virtue of
the fact that quarterly statements are prepared. The company also holds own investor meetings or participates
in such when relevant.

FirstFarms is a SmallCap company, traded on the Nordic Exchange in Copenhagen (Nasdaq OMX). FirstFarms
has an Investor Relations Manager, and a special section on the website containing information pertinent to
investors. Under the section “Investor Relations” visitors can view developments in share prices, see previous
company announcements and a financial calendar, as well as being able to contact the Investor Relations de-
partment etc. The company uses electronic communication as an active tool to keep shareholders, potential
investors and other interested parties continually informed of the company’s activities and new events. Conse-
quently, on the company’s website, www.firstfarms.com, visitors can subscribe to a news service, whereby all
information sent from the company can be received by e-mail. If shareholders are already registered using their
e-mail address, subscription to the news service is unnecessary as these shareholders will automatically re-
ceive information from the company. In addition to the option to receive information from the company, all inter-
ested parties can read the Chairman’s report from the AGM on the website.

FirstFarms meets the high standard for the accounting category of activities undertaken by the company and
also follows good accounting practice. It is the company’s opinion that the requirement for transparency in the
company’s accounting material is met by virtue of the accounting standards in IFRS, for which reason other
international accounting standards are not used in connection with the annual report. However, by way of sup-
plementary information, the company has in the annual report chosen to publish information of a non-financial
nature, since it provides information about i.e. the company’s policy in respect of environmental factors and
land purchases on the company’s farms. FirstFarms’ agricultural companies shall comply with all environmental
requirements for production and operation together with requirements for animal welfare applicable in the re-
spective countries in which the agricultural companies are located.

Re 2) The role and responsibilities of the Board of Directors

The Board of Directors’ roles and composition are described in the company’s order of business, which also
stipulate the division of responsibilities, risk management etc. The order of business is reviewed once a year by
the Board of Directors in order to ensure that it remains an effective and operational tool for use in resolving its
assignments and thus the order of business is continuously adjusted to the company’s needs. The order of
business only applies to the Board of Directors, whereas guidelines have been established for the work, report-
ing etc. for the Management.

The Board of Directors continually evaluates the company’s measures with regard to ensuring that the activities
remain within the frameworks of the primary objectives, investment strategies and -criteria which are set follow-
ing thorough consideration by the Board of Directors at least once annually. Meetings in the Board of Directors
are held at least once quarterly. The Board of Directors is responsible for appointment of a qualified manage-
ment team, and continually, and at least once a year, evaluates this work in accordance with the guidelines set.
The Board of Directors shall be an active sparring partner for the Management in respect of strategic and oper-
ational measures; similarly, the Board of Directors is a supervising body in respect of the Management and the
company. On a monthly basis the Board of Directors receives information from the Management in respect of
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events in the company with a focus on those themes which may have an effect on the company’s financial situ-
ation in both the long and short term.

To ensure the value creation in the company, the Board of Directors evaluates continually, and at least once a
year, together with the Management how the overall strategy contributes to the purpose. At least once a year,
the Board of Directors also investigates how the necessary competences and financial resources are safe-
guarded to enable FirstFarms to achieve its strategic goals.

The Board of Directors continually, and at least once a year, assesses whether the company’s capital and
share structure is in the interest of the shareholders and the company, and a report is issued annually in con-
sideration thereof. FirstFarms has no limitations on ownership of shares, or the number of shares that the indi-
vidual shareholder may possess.

The Chairman of the Board of Directors has a number of tasks, which are regulated in the company’s order of
business. The Chairman must among other things act as coordinator between the Management and the Board
of Directors and to ensure that the work of the Board of Directors is concentrated on subjects that are produc-
tive to the company. The task as Chairman shall be handled by a person with relevant leadership experience
and shall take an active role in the meetings in the Board of Directors. It is also the task of the Chairman to
ensure that meetings are held on a regular basis between the Management and the Chairman to clarify the
practicalities of the day-to-day operations and follow up on agreed plans. The Chairman shall also ensure that
all expertise on the Board of Directors is used most appropriately, and that the Board of Director’'s composition
reflects the need to ensure a positive business development in FirstFarms. No Vice Chairman has been ap-
pointed to the Board of Directors, but the company’s Articles of Association allow for the selection of a Vice
Chairman, if the need for this appears.

If the Chairman of the Board of Directors in exceptional casas shall undertake operating tasks in the company,
including participating in the daily management of the company, a Board decision hereof must be available to
ensure, that the control function of the Board of Directors is maintained. It is informed in a company announce-
ment about the Chairman of the Board of Directors’ participating in the daily management and the expected
duration of this.

Members of the Board of Directors must not participate in the handling of specific tasks where the competence
to act of the member can be questioned.

FirstFarms emphasises that the Board of Directors all in all has a considerable experience and diversity within
the company’s business area — operation of agriculture in selected Central- and Eastern European countries.
The company has decided not to have specific goals for diversity in the Board of Directors, as it in the compa-
ny’s assessment is not suitable for the operation and development of the company. Today, the company has no
women on the Board of Directors. It is the company's goal over the next 2 years that at least one board mem-
ber must be a woman. There was no replacement of Members of the Board in 2015. Members of the Board of
Directors may not undertake tasks or through investments be involved in companies which directly or indirectly
compete with FirstFarms’ activities. Once a year in connection with the annual evaluation of the function and
competence of the Board of Directors, it is evaluated whether the individual member’s other activities have a
character or an extent that makes the general competence to act, in correlation to the member’s function as
member of the Board of Directors, fulfilled.

If FirstFarms enters into a financial contract with closely related parties or companies controlled by or under the
influence of member of the Board of Directors, such contractual relationships shall always be based on the
company’s normal business practice. This also applies if members of the Board of Directors in exceptional cas-
es carry out remunerated extra tasks for FirstFarms.

FirstFarms has an open policy in respect of the company’s policies towards all parties. The company’s Corpo-
rate Governance, which is updated annually, is together with other information available on the website; similar-
ly, FirstFarms’ Management has adopted an information and communication policy, which ensures that the
company safeguards its relationship with the company’s stakeholders. Furthermore, FirstFarms’ position re-
garding Corporate Social Responsibility (CSR), animal welfare and environmental policies, etc. is also available
on the company’s website www.firstfarms.com.

The company’s policy regarding Corporate Social Responsibility is also to be open minded in respect to the
local community and partners in the countries in which the company invests in agriculture. FirstFarms enters
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into a constructive dialogue with the surrounding community in the area in which the investments are made.
The company also has versions of the website in the local language. This contains mainly general information
about the company's strategy, business area and local activities as well as contact details in relation to the
company locally and centrally. A full version of the website can be found in Danish and English versions.
FirstFarms uses its website to pass on information about the company’s philosophy, values, aims, attitude to
animal welfare, etc.

Re 3) Composition and organisation of the Board of Directors

The Board of Directors in FirstFarms is composed with a view to ensuring that it can perform its duties in the
best possible way and ensure effective safeguarding of strategic objects as well as being a constructive spar-
ring partner for the Management. The composition of the Board of Directors reflects expertise in the agricultural
area, specific insight into business areas in Eastern Europe, general expertise in the running of listed compa-
nies and a high level of financial and accounting knowledge. The Board of Directors thus reflects diversity and
when taking new members in it is considered how the Board of Directors is composed, i.e. as regards to pro-
fessional competence, gender and age. The most important issue at the composition is the qualifications and
capacities that can create value for FirstFarms. The Board of Directors meets on a regular basis according to
fixed dates, but also whenever the need arises. The number of meetings held is informed in the company’s
annual report.

The company’s Board of Directors can consist of between three and six persons, and currently it consists of
five members. The company has opted to have a relatively small Board of Directors, since this provides the
opportunity for a constructive mutual dialogue between the members themselves and between the Board
members and the Management in FirstFarms in respect of the company’s activities. It also fulfils the wish for an
effective decision-making process, in which all have the opportunity for active participation. In preparation for
the annual general meeting, the Board of Directors considers whether the number of members is appropriate in
proportion to the company’s needs, just like the competences and descriptions of the candidates on election on
the annual general meeting is published to the participants, so the competences of the candidates can be eval-
uated. All members of the Board of Directors are elected for one year terms, and are elected at the annual
general meeting. The age limit for members is set at 70 years. FirstFarms has no employee elected members
in the Board of Directors, as the company, due to its size, is not included in the rules about employee repre-
sentative in the Board of Directors.

The Board of Directors is not issued with options, warrants or other incentive programmes in FirstFarms. Some
members of the Board of Directors are, however, shareholders in the company.

The Board of Directors has not set up special committees, since the relatively limited complexity of the compa-
ny’s activities combined with the Board of Director's composition and size means that all members participate
actively in all tasks that fall under the scope of its activities. There has therefore not been set up i.e. accounting
committee, nomination- or remuneration committees etc., but such committees can be set up on ad hoc basis
in specific cases, if it is considered necessary.

The company has established an internal evaluation procedure of the Board of Directors, ensuring that the
composition of the Board of Directors always meets the strategic duties and requirements facing FirstFarms
and where the members’ contributions and results are evaluated. The Chairman of the Board of Directors holds
an annual discourse with every member where the effort is evaluated. After the individually discourses, an an-
nual dialogue and evaluation in the complete Board of Directors is made. Evaluation of the work in the Board of
Directors’ is not publicly available, but forms the basis for the Board of Directors’ approach to the general meet-
ing in respect of any changes in the composition.

The Board of Directors evaluates the Management’s work based on criteria which are intended to ensure that
the shareholders can rely on the fact that FirstFarms’ Management safeguards the shareholders interests in the
best possible way. This involves among other things evaluation of:

= The company’s investments in relation to the adopted strategy
= Achievement of expected operating results

» Financial management and reporting

= Risk management

=  Staff and recruitment policy

= Cooperation with the Board of Directors
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If a managing director is member of the Board of Directors, he will not participate in the evaluation of the Man-
agement, as he in this correlation is assumed to be incompetent to act. The cooperation between the Board of
Directors and the Management is evaluated at least once annually by the Chairman of the Board of Directors
and the CEO. The evaluation is put before the assembled Board of Directors for consideration and discussion.
The level of cooperation in the Board of Directors is continually evaluated by the Chairman.

Members of the Board of Directors in FirstFarms A/S hold other positions, and their expertise is wide-ranging.
In composing the Board of Directors, focus is placed on the members holding the necessary expertise, and
expertise which is considered to be consistent with their assignment as a member of the company’s Board of
Directors. The number of other management positions is, therefore, not crucial to the company.

The following overview is also evident in FirstFarms’ annual reports.

FirstFarms’ Board of Directors is composed as follows:

Henrik Hougaard (Chairman)
Born 1958, took office 2004

Management functions Board functions
Thoraso ApS SKIOLD A/S (Chairman)
SKIOLD Holding ApS Graintec A/S (Chairman)
Skaarupgaard Skov ApS Engsko A/S (Chairman)
Henrik Hougaard Invest A/S United Milling Systems A/S (Chairman)
Scandinavian Farms Invest A/S (Chairman)
Danagri-3S Ltd. (Chairman)
DK-TEC A/S
Fortin Madrejon A/S (Chairman)
Thoraso ApS
Skovselskabet Rumeenien A/S
Tolne Skov ApS

Henrik Hougaard owns directly and indirectly between 10 and 14.99 % of the shares in FirstFarms A/S.

Jens Bolding Jensen
Born 1963, took office 2013

Management functions Board functions

Jargen Schou Holding A/S HP Schou A/S

Vision Properties A/S HP Schou Holding A/S
Royal Oak Golf A/S Schou Ejendomme A/S
Schou Ejendomme A/S Schou Invest Kolding A/S
Viscop Holding A/S (and associated subsidiaries) | Toldbodgade Finans A/S
Capital Republic A/S Royal Oak K/S

Schou Republic A/S Schou Golf K/S

Schou Holding A/S

Schou Absolute Horses A/S
Schou Absolute Cars ApS
Schou I/S

Vision Properties A/S
Schou Republic A/S
Out-Net A/S

Outnet Direct A/S

Jens Bolding Jensen holds 10,097 shares in FirstFarms A/S.
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Bent Juul Jensen
Born 1953, took office 2013

Bent Juul Jensen holds 3,600 shares in FirstFarms A/S.

Asbjgrn Bgrsting
Born 1955, took office 2014

Management functions Board functions
DAKOFO DFL A/S
Sammenslutningen af Danske Sortsejere Crop Innovation Denmark (Chairman)
NKB Invest 201 ApS Danaeg Holding A/S
Danaeg amba
Munax OY
Grgngas A/S

Karl Pedersen og Hustrus Industrifond

EUDP (Energi, Forsynings- og Klimaministeriet)
Wefri A/S

Promilleafgiftsfonden for Landbrug

Asbjgrn Bgrsting holds 14,575 shares in FirstFarms A/S

One of the company’s members of the Board of Directors, Henrik Hougaard, is co-founder of FirstFarms A/S
and not independent according to the recommendations, as he in 2006 became large shareholder in the com-
pany. The three other members of the Board of Directors are considered as independent according to the rec-
ommendations, for which reason the majority of the members in the Board of Directors are independent of pri-
vate interests. Furthermore, the company informs in the annual report whether the members are considered
independent according to the recommendations.

Re 4) Remuneration of the Board of Directors and the Management

Members of the Board of Directors in FirstFarms have no incentive schemes of any kind and the members’
salaries take the form of a fixed, annual fee that shall be competitive to attract and retain competent members.
The Chairman receives annually DKK 120,000, whilst the other members each receive DKK 80,000 as an an-
nual fee. The Board of Director’s fee is not approved on the annual general meetings, but the paid out fee can
be seen from a note in the annual report.

Warrants have been issued to the company’s management and some other managerial staff, including employ-
ees in the company’s subsidiaries. On the general meeting on 21 April 2015, guidelines for incentive payment
of the company’s management were decided. An actual remuneration policy has not been adopted in the com-
pany, as the Board of Directors makes decisions in respect of the issuing of warrants in each individual case,
and this is used as part of an attractive staff policy in the company. As there has not been adopted any remu-
neration policy, this cannot be approved on the general meeting. The company informs about the remuneration
in its annual reports.

The Management shall receive a fair salary in proportion to assignments and responsibilities. In the financial
year 2016 the Management in FirstFarms A/S received a fee of DKK 1,694,000.

No special resignation schemes have been adopted for the Management.

Re 5) Presentation of accounts, risk management and audit

FirstFarms’ management review, which every year is a part of the annual report, contains a statement of the
conditions the review deals with, including a description of the development in the company’s activities and
future prospect. It lies with every single member of the Board of Directors and the Management to ensure that
the annual report and other financial reporting is composed in accordance with current legislation, standards,
requirements, regulations etc. and the reporting are supplemented with further financial and non-financial in-
formation to the extent it is considered necessary and relevant.
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When handling the annual report, the Board of Directors decides whether the presentation of the accounts shall
be done from the “going-concern”-condition, i.e. on the assumption of continued operation of the company.
Making this decision, emphasis is on the company’s actual situation, financial condition and future prospect.

FirstFarms has established a series of investment criteria, which apply to investments within the company’s
business areas:
= FirstFarms invests in agriculture and land in Eastern European EU countries.
= FirstFarms invests in both worn-down as well as modern agricultural companies when it is evaluated,
that FirstFarms can run an effective primary production in the company taken over.
= FirstFarms is primary producer and may therefore run different kinds of primary production, including
milk-, cattle- and pig production.
= FirstFarms acquires and operates land in Eastern Europe and may in that connection establish both
vegetable and animal production and both.
= FirstFarms carries out investments alone or in cooperation with local partners or other financial part-
ners.
= FirstFarms diversifies its agricultural portfolio on different product areas in different countries to spread
the risk in the company.
= FirstFarms is a primary producer but in some cases it may be necessary, due to competitive or sales
reasons to include the next link in the supply chain.

The Management continually reports to the Board of Directors in respect of status and changes in the compa-
ny’s risks, together with any action plans with a view to identifying the total risk in the company. Once annually
the Board of Directors reviews the total policy for risk assessment in FirstFarms, and considers any need for
changes. The Board of Directors approves the total insurance strategy of the company with an overview of
current insurances annually after presentation from the Management.

The company’s financial risk is, among other things, a function of risk in commercial activities, including ex-
change ratios on purchase and sale of products and services. FirstFarms endeavours to identify the risks in
price fluctuations on the purchase side via entry into long-term contracts with suppliers. Correspondingly, the
company will, on the sales side, continually assess the need for entry into agreements with a view to identifying
risk. The agreements remain subject to the Board of Director’s control.

Political and legislative risks in the countries in which FirstFarms has invested or plans to invest are continuous-
ly monitored and changes reported to the Board of Directors. The political risk also encompasses any changes
within the guidelines of the EU, including changes in the EU’s price subsidy system.

The interest risk is continuously assessed by the company’s Management, at the same time as focus is placed
on the exchange rate risk in the company. Compared to the company’s current capital structure, the interest
risk is relatively limited; in the same way, the exchange rate risk is limited to the current business activities in
such a way that the majority of primary purchases and sales are undertaken in local currency. The exchange
rate risk is primarily linked to the estimation of equity in the company’s subsidiary companies. The exchange
rate risk is worked out regularly and reported to the Board of Directors as part of the company’s risk manage-
ment.

In respect of new investments, the Board of Directors will continuously assess financing options for the individ-
ual investments and make up the financing with consideration of the Group’s collective financial situation. An
assessment is made in each individual case over whether coverage for interest risk, exchange rate transactions
etc. shall be taken out. In addition to the risks mentioned, the realisation of FirstFarms’ overall objectives is
associated with the risks connected with the climatic conditions. The company performs evaluation on an ongo-
ing basis, e.g. the need for investment in watering capacity with a view to reducing the risk in respect of fluctua-
tions in rainfall.

The company is an internationally working group where great focus is on efficiency. There is especially great
focus on an effective risk management and internal monitoring systems. On this basis the company has for the
moment not established a “whistleblower” plan.

In its annual report, FirstFarms every year explains the company’s risk management and measures taken with
regard to reducing the company’s risk.
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One of the most important tasks of the Board of Directors is to ensure an independent, competent and careful
audit of the company, and the Board of Directors and the Management annually nominate an auditor for elec-
tion at the annual general meeting. The auditor is chosen based on a critical evaluation of independence and
expertise. Both audit agreement and fee are agreed and approved by the Board of Directors. At least once a
year, the Board of Directors reviews the internal monitoring systems in FirstFarms and the Management’s han-
dling thereof. Also included in the considerations is whether the audit can contribute to further clarity and trans-
parency in the company’s accounting issues. The Board of Directors reviews the results of the audit and the
annual report with the auditor. Similarly, the chosen accounting policies is discussed with a view to a critical
evaluation of the need for changes.

As the auditing of the company is a considerable part of the work in the Board of Directors, they have a regular
and continuous dialogue and interchange of information with the audit. Once a year the Board of Directors
evaluates, whether an internal audit in the company shall be established, to support and control of the internal
monitoring- and risk management systems.

FirstFarms’ auditor is:
Ernst & Young P/S
Godkendt revisionspartnerselskab

Veerkmestergade 25
DK-8000 Arhus C
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