INnternal controls

The risk management process and internal controls aim to effectively iden-
tify, address, and mitigate the risk of errors in financial and sustainability re-

porting.

The risk management process and internal controls
aim to effectively identify, address, and mitigate the
risk of errors in financial and sustainability reporting,
ensuring that risks of material misstatements and
errors in these processes are minimized. Addition-
ally, they support the operations of Lundbeck’s com-
plex business by emphasizing quality, efficiency and
strong ethical principals in daily transactions and de-
cision-making.

Internal controls oversight
structure

The Board of Directors has a supervisory duty and
the Executive Management the overall responsibility
for Lundbeck’s risk management and internal con-
trols in relation to the financial reporting process, in-
cluding compliance with relevant legislation and ad-
ditional disclosure requirements pertaining to finan-
cial and sustainability reporting.

The control activities are based on a risk assessment
that is continuously updated. The objective of the
control activities is to ensure compliance with strate-
gies, policies, manuals, procedures etc. established
by the Board of Directors, the Executive Manage-
ment, and each business area, respectively, and to
comply with relevant legislation.

Once a year, and as needed, the Audit Committee re-
views the accounting policies and any changes
thereto, as well as critical estimates and judgments
related to the financial and sustainability reporting.

The Audit Committee reports any findings of these
assessments to the Board of Directors, which ap-
proves the financial and sustainability reporting pro-
cess and the findings of the assessment. In connec-
tion with the financial and sustainability reporting
process, the Executive Management provides a

separate statement that the consolidated reporting
is consistent with Lundbeck’s guidelines and policies.

The Board of Directors approves the overall risk
management policies presented by the Executive
Management. These policies are incorporated in the
internal control and risk management system, which
comprises a clearly defined organizational structure,
including roles and responsibilities. Based on this
structure, Lundbeck has drawn up manuals describ-
ing the principal business procedures, internal con-
trols, requirements on the segregation of functions
and duties, reconciliations, approval, and authoriza-
tion as well as accounting policies. The compliance
with the guidelines is verified through testing and
monitoring on an ongoing basis.

Lundbeck has set up a central controlling function to
check the financial reporting from all business areas,
including compliance with the accounting policies.
Each business area has been allocated a business
controlling function which reviews the validity of re-
ported earnings and underlying activities of each
business area.

Control activities

There are several control activities performed within
Lundbeck. The control activities are based on a risk
assessment and continuous risk control processes
are in place. The objective of the control activities is
to ensure compliance with strategies, policies, manu-
als, procedures etc. established by the Board of Di-
rectors and the Executive Management and each
business area, respectively, and Lundbeck aims to
prevent, detect, and correct any misstatement, dis-
crepancy and error.

One key element of the control activity is the Internal
Control Framework covering the key-risks for
Lundbeck. The purpose of the framework is to en-
sure an acceptable level of assurance to mitigate the
risks of unintentional and intentional errors and
fraud. At the same time, one global framework
brings standardized controls across all entities in-
creasing efficiency of site visits and making rotation
between entities easier.

The requirements have been defined in respect of
analyses, key figures, monthly financial data, etc. in



the financial information that forms the basis of in-
ternal and external financial statements. The busi-
ness areas have established reporting procedures
that are consistent with Lundbeck’s reporting pro-
cess and the special operational issues of each busi-
ness area. Supplementary information is gathered
on an ongoing basis to ensure compliance with any
requirements regarding notes, other disclosure re-
quirements and operational analyses.

Within Group Finance, Lundbeck has established a
Financial Compliance area comprising general com-
pliance subjects and Enterprise Risk Management.
The department performs financial compliance site
reviews where the scope is based on a risk assess-
ment and includes review of financial processes and
internal controls focusing on the Internal Control
Framework among other general financial compli-
ance subjects. The defined compliance site review
plan is approved annually by the Audit Committee.

Monitoring financial and
sustainability reporting control
activities

Risk assessment and control activities are subject to
continuous monitoring. Within Group Finance,
Lundbeck has established a Financial Compliance di-
vision responsible for over-seeing general financial
compliance matters and Enterprise Risk Manage-
ment.

This department conducts financial compliance au-
dits, guided by a risk-based approach, which encom-
pass reviews of financial processes and internal con-
trols with a primary focus on the internal control
framework, along with other general financial com-
pliance matters. The defined audit plan is approved
annually by the Audit Committee. Major weaknesses
and non-compliance with the internal guidelines are
reported to the Audit Committee, who monitor all is-
sues.

In 2024, as part of the implementation of CSRD,
Lundbeck has adopted an internal control frame-
work for sustainability reporting. This change has
comprised an evaluation of our internal processes
and the reassessment of existing internal controls
within these processes. As a result, Lundbeck has de-
fined a roadmap to redesign and implement internal
controls for its sustainability reporting processes
over the next years, aiming to ensure accuracy and
completeness of Lundbeck’s sustainability disclo-
sures. Internal controls and monitoring activities for
sustainability reporting are being incorporated into
the same framework in place for Lundbeck’s finan-
cial reporting, in line with the established roadmap.

Lundbeck’s sustainability reporting governance
structure was updated to be consistent with the ex-
isting financial risk management and internal control

governance structure. Through this governance, the
Board of Directors has the supervisory duty and the
Executive Management the overall responsibility for
Lundbeck’s risk management and internal controls,
including compliance with relevant legislation and
additional disclosure requirements pertaining to sus-
tainability reporting. The Audit Committee has an ad-
visory role to the Board of Directors, supporting the
monitoring and assessment of sustainability internal
controls in the sustainability reporting procedures.

In addition, as part of their audit of the financial
statements and the limited assurance of the sustain-
ability statement, the external auditors elected at the
AGM, report on any major weaknesses in Lundbeck’s
internal controls in the long-form audit report and
assurance report to the Board of Directors, whilst
less significant weaknesses are addressed in a man-
agement letter to the CFO. The Board of Directors
ensures that the Executive Management follows up
on any outstanding issues, and the Executive Man-
agement ensures that the subsidiaries follow up on
any weaknesses. Once a year, the subsidiary manag-
ers and financial controllers declare that their report-
ing information is consistent with Lundbeck’s guide-
lines.



