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ANNUAL REPORT AND CONSOLIDATED ACCOUNTS FOR
STRONGHOLD INVEST AB

The Board of Directors and the CEO of Stronghold Invest AB (“Stronghold Invest”), Corporate Registration
Number 556713-9067, with its registered office in Stockholm hereby submit the Annual Report and
consolidated accounts for the financial year from 1 January—-31 December 2021.

ADMINISTRATION REPORT

Information about the business

Group

The Stronghold Group (the “Group”) offers professional and comprehensive property-related advisory
services, property management and fund management. Customers mainly comprise real estate investors,
property owners and premises users. The Group has gradually advanced its positions and developed into
the market leader within property asset management and advisory in Northern Europe. At year-end, the
Group had approximately 2,500 employees across Northern Europe. The Parent Company Stronghold Invest
AB has its registered office in Stockholm.

Operations are conducted from approximately 40 offices in eight countries throughout Northern Europe —
including Stockholm, Gothenburg, Malmdg, Helsinki, Tampere, Oslo, Trondheim, Copenhagen, Aarhus,
Lyngby, Naestved, Luxembourg, Vilnius, Tallinn and Riga. The needs of the Group’s international customers
are met in cooperation with a business partner, BNP Paribas Real Estate, which is a leading operator in
Europe.

Stronghold is primarily active through the Newsec and Niam brands.

The subsidiaries are governed using the key figures of growth, profitability, satisfied employees (ESI) and
satisfied customers (CSlI).

Parent Company

Stronghold Invest is an active owner company that invests in and develops property-related knowledge-
based companies in Northern Europe. Stronghold Invest adds value by providing expertise, market contacts
and capital and is responsible for overall operational management and strategy issues.

Stronghold Invest is built on an entrepreneurial organisation and strives for decentralised decision-making,
which encourages quick action and execution of new business opportunities. As an active owner, Stronghold
Invest is continuously seeking out new innovations and concepts under the framework of the company’s
investment philosophy and through its incubator activities offers entrepreneurs and employees support in the
development of new business ideas.

Newsec - the full-service property house in Northern Europe

Newsec offers real estate owners, investors and tenants a full range of services within the areas of Property
Asset Management and Advisory. Moreover, investment management (IM) is a growth area in which
Newsec’s advisor serves as a local partner for international investors, helping them to meet specific
investment targets by finding new investment opportunities and carrying out transaction-related processes.
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In addition, financial and industrial expertise in mergers and acquisitions, project financing and more along
the entire spectrum of infrastructure sectors from energy to telecommunications, transportation and social
infrastructure are offered through Newsec Infra, a leading player in its segment.

Newsec was founded in 1994 and currently has some 2,400 employees in seven markets in the Nordic and
Baltic regions. Newsec has approximately SEK 680 billion under management, annually signs leases of
approximately 1,500,000 square metres, manages transactions of some SEK 30 billion and conducts real
estate valuations of underlying property worth about SEK 2,650 billion.

Due to large volumes, local presence and breadth and deep understanding of various operations, Newsec
has a unique position in the real estate market in Northern Europe.

Niam

Niam is one of the leading real estate private equity firms in Northern Europe, with a focus on investments in
properties and infrastructure. Niam was established in 1998 and has offered institutional investors the
opportunity to invest in the Nordic property market through its funds. With an extensive experience and
expertise, Niam’s focus is on identifying and implementing improvements that create the best properties for
our tenants and the communities in which they are located, with the goal of providing for both current and
future needs. Over the last 23 years, Niam has invested in properties valued at more than EUR 12 billion,
and now manages a property portfolio of approximately EUR 2.5 billion. Niam Infrastructure focuses on
sustainable investments in renewable energy, transportation and telecommunications in the Nordic region
and Northern Europe. The platform’s main fund concentrates on small to medium-sized investments with a
focus on aggregation of several smaller assets and risk reduction, primarily in sustainable infrastructure.
Niam has 85 employees and offices in Stockholm, Helsinki, Oslo, Copenhagen and Luxembourg.

Proptech

Back in 2015, Stronghold Invest set up the Proptech business area to manage the challenges and leverage
opportunities in the ongoing digital transition, thereby ensuring that the Group is at the forefront of

digital technology in the property sector. Accelerated by a broader sustainability trend, the transformation
and digitalisation of the property sector will offer attractive opportunities to create value through investments
and bridging companies across the border between technology and properties.

Proptech has a unique position and opportunity to drive innovation and transformation in the property
industry, and thereby to create value in partnership with property owners. This position is built on in-depth
knowledge of properties, access to decision-makers, a large managed-property footprint through Newsec
and Niam and access to long-term capital.

Proptech continues to pursue business development and bridging companies in a number of priority topics
with a high degree of impact and great potential for value creation such as energy and sustainability,
property connectivity and IT security, tenant services and digital property management. By acting as a bridge
via Proptech between innovative companies and solutions that are looking for access to properties and
property owners searching for new solutions for improving tenant experiences, increasing net operating
income and reducing carbon footprint, Stronghold will be able to create large amounts of value through its
over 20 years of experience in working across the border between technology and properties.



Sales per segment and market
The diagram below shows the Group’s net sales on 31 December 2021, distributed across the Group’s three
segments by country.

Net sales per line of Business Net sales per geographic market
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Significant events during the financial year

During the year, Stronghold Invest sold 1.14 percent of its ownership in Niam AB to a newly established
company under the name of Niamab Management AB, which was initially owned 100 percent by Stronghold
Invest. A number of key individuals in Niam AB subsequently purchased 99.96 percent of the shares in
Niamab Management AB at a sales price of SEK 27.4 million.

Internal restructuring took place in 2020, whereby Newsec Technical Services AB was acquired by Newsec
Property Asset Management Sweden AB in order to consolidate the offering and capitalise on synergies.
The partnership was further expanded in 2021, and at the end of the year Newsec Technical Services AB
was merged into its Parent Company, Newsec Property Asset Management Sweden AB.

Further investments were made in Buildroid AB in 2021. The Buildroid Group’s most significant shareholding
is the ownership of Netmore Group AB, which is a company that is listed on Nasdaq First North Growth
Market. During the year, Buildroid acquired additional shares in Netmore Group, and in Q2 2021 Netmore
Group AB became a subsidiary of the Buildroid Group.

During the year, Stronghold Invest sold part of its holdings in its associated company, Tessin Nordic AB. The
sale took place in two stages, and as of December 2021 ownership totalled 6.4 percent. The total sales price
was SEK 52.5 million.

In 2021, shares in the Parent Company were redeemed and a subsequent issue of bonus shares was
carried out to restore share capital to its original value. Group and Parent Company equity decreased by
SEK 125 million as a result of the transaction.

In December, Newsec Basale AS acquired a company named Helhetskontroll AS. The acquisition was in line
with the Group’s goal to be the leading property manager in Northern Europe. The purchase consideration
was SEK 7.8 million.

Comments on operations, earnings and financial position

Sales and earnings
The Group’s net sales increased 14 percent during the year to SEK 3,416 million (3,001). Sales are primarily
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from the Newsec segment, which reported income of SEK 3,085 million (2,627), while Niam accounted for
SEK 327 million (369), Proptech for SEK 2 million (4) and other operations SEK 2 million (1).

The financial year was successful for all of the Group’s business areas. The sales increase in Newsec is
attributable mainly to the result of strong marketing efforts and an expanded mandate from existing
customers in Newsec. The Nordic transaction market remains strong, which generated new sales and
valuation assignments that led to stable and increasing sales for the operation. The decrease in sales in
Niam is due primarily to Fund VI selling off a large property holding during the year, which had an effect on
Niam’s income.

Other operating income totalled 84 million (1). Other income in 2020 consisted solely of government
reorientation support as a result of the COVID-19 pandemic. The corresponding amount in 2021 totalled
SEK 1 million. The remainder of other income in 2021 consisted of sales of shares and participations as well
as the measurement of shares and participations at fair value in the Proptech segment.

Personnel costs amounted to SEK 2,129 million (1,911), of which variable remuneration to employees,
including social security costs, totalled SEK 131 million (155). Personnel costs increased as the result of
rapid growth in the Group. Other external expenses increased, totalling SEK 863 million (698) and consisted
primarily of costs for consultants, rent, marketing and IT. The increases year-on-year were primarily in
consultancy costs and IT. IT costs increased as part of the Group’s transition from a traditional approach to
more digital management. The increased threat in the business environment also promoted greater
demands on the IT environment and IT security. The consultancy costs increased owing to rapid growth that
required additional personnel more quickly than it was possible to recruit.

Operating profit before depreciation and amortisation (EBITDA) amounted to SEK 529 million (388). The
EBITDA margin increased from 13 to 16 percent, due primarily to an increase in other operating income. The
positive effect of EBITDA was reduced, however, by the increase in other external expenses.

Depreciation for the year was SEK 160 million (146) and impairment SEK 9 million (25). Impairment for the
year pertained to impairment of goodwill in Newsec as a result of an impairment test conducted in
conjunction with the closing of the annual accounts.

Operating profit amounted to SEK 360 million (217).

Profit after financial items amounted to SEK 356 million (191). The Group uses the mark-to-market method
for assets and liabilities. The other financial holdings not included in the Proptech segment are measured at
fair value through profit or loss in net financial items. In 2021, this resulted in financial income of SEK 2
million (1). The part of the Group’s currency and interest rate-related derivatives, which are not subject to
hedge accounting, are also measured at fair value through profit or loss and during the year this resulted in
financial income of SEK 6 million (9), see Note 4 for more detail.

Financial position

At year-end, the Group’s cash and cash equivalents amounted to SEK 393 million, compared with SEK 662
million at the beginning of the year. On 31 December, equity amounted to SEK 968 million, compared with
SEK 1,037 million at the beginning of the year. The Group’s equity/assets ratio was 30 percent (32) on the
balance sheet date.

Investments
Investment in tangible and intangible assets amounted to SEK 57 million (64). The Group continued to invest
in operations and most of the investments concerned various customer-related systems. In addition to this,
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intangible assets arose in the form of customer relationships and brands valued at SEK 8 million (86). The
customer relationships that arose in 2021 pertained to the acquisition of Helhetskontroll AS. The largest
items in 2020 pertained to the acquisition of customer relationships and brands in conjunction with the
acquisitions of Riba AB and Newsec Mid Cap Capital Markets AB.

Cash flow
The Group’s operating cash flow, cash flow from operating activities after investments and changes in

working capital, amounted to SEK 243 million (230). The change compared with the year-earlier period in
respect of cash flow from operating activities, SEK 287 million (423), was mainly attributable to the Group
tying up more capital in accounts receivable and other receivables, and to the subsidiaries who were granted
a suspension of VAT payments for the preceding year due to the COVID-19 pandemic now having made
these payments during the year. Cash flow from investment activities amounted to SEK 43 million (-193).
The major difference between the years is due to the Group not having acquired any material subsidiaries
and joint ventures during 2021. During the year, the Group also divested participations in associated
companies and other shareholdings, which had a positive impact of SEK 70 million on the cash flow from
investment activities.

The negative cash flow from financing activities was mainly attributable to IFRS 16, where the amortisation of
lease liabilities had an impact of SEK -104 million (-102). Financing activities were also influenced by
dividend payments to majority and minority shareholders of SEK -221 million (-280) as well as the
redemption of shares in Stronghold Invest of SEK -125 million (-). In addition to this, the negative cash flow is
also due to the amortisation of loans by the Group.

During the year, a dividend of SEK 175 (250) per share was paid, totalling SEK 175 million. The decision
was made at the Annual General Meeting on 20 May 2021.

Significant events after the end of the financial year

In February 2022, Stronghold Invest purchased shares in Piscada AS. Ownership totalled 16.7 percent.
In early February 2022, the Baltic group BPT Real Estate with operations in Estonia, Latvia and Lithuania
was acquired. The acquisition was in line with the Group’s goal to be the leading property manager in

Northern Europe. The acquisition complemented existing operations in the Baltic region in terms of service
range, shared customers and expertise.

In February 2022, the Swedish consulting companies Newsec Advice AB and Newsec Capital Markets AB
were merged into their parent company, Newsec Advisory Sweden AB.

In March 2022, the situation in Eastern Europe escalated, and its effects on the global geopolitical situation
will naturally influence Stronghold’s operations in both the short and long term, due to factors including the
significant economic slowdown in several sectors. It is not possible at the present time to predict the duration
or extent and thus the quantitative effects for the Group.

No other significant events have taken place after the balance-sheet date.

Material risks and uncertainties

All business operations are associated with risks that the Board and management must take into account
and act accordingly. The Stronghold Group’s geographic distribution and diversification of services helps to
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reduce risk exposure. The risks identified in the Group relate to three areas: general market risk, risks linked
to specific customer relationships and loss of key employees.

Market risk

The global economy experienced a robust recovery in the second half of 2021 and the beginning of the
current year as the result of successes in vaccine production and reduced or eliminated restrictions. The
situation in Eastern Europe that emerged and escalated beginning in March 2022 and its effects on the
global geopolitical situation will naturally influence the global economy and thereby Stronghold’s operations
and customers in both the short and long term, as the result of circumstances such as a battery of sanctions
and slowdown in several sectors. It is not possible at the present time to predict the duration or extent and
thus the quantitative effects for the Group. The companies in the Group, which has a relatively high share of
recurring income and diversified customer base, proactively use action plans to maintain a high level of
preparedness and to offset market risk in the best possible manner. The Stronghold Group does not have
own operations or own assets in Russia, Belarus or Ukraine.

Customer risk

Risk related to customers is primarily the risk that a customer chooses to end their collaboration with the
Stronghold Group, or that a customer is unable to fulfil their commitments. The customer base for the
Group as a whole is diversified and certain subsidiaries have long-term agreements that create a stable
foundation. However, some of the Group’s subsidiaries include individual customers that account for a
significant portion of the company’s sales. The companies strive to actively manage customer
relationships in the best possible manner.

Loss of key employees

The Stronghold Group conducts a number of knowledge-intensive activities and capitalises to a high
degree on the expertise of employees. The Group’s values — “Passion for colleagues and clients” —
acknowledges the strategic approach to employees. To create the best possible conditions and
stimulating work for employees, also provides better opportunities for satisfied customers, continued
economic growth and profitability for the Group. The Group’s ambition is to attract and recruit the best
possible employees for the business. One part of this effort is offering variable incentives to employees,
as well as offering opportunities for partnership to key colleagues.

Financial instruments and risk management

The Group’s and Parent Company’s business risks and risk management as well as the management of
financial risks are described in Note 4.

Personnel

During the year, the Group had an average of 2,301 (2,096) employees, of whom 1,180 (1,057) were
women. The increase in the number of employees is attributable to organic growth in the companies.

Non-financial disclosures

Environmental issues

The property industry represents approximately 40 percent of annual global carbon emissions. As a result,
stricter requirements are being imposed on property owners to reduce their emissions and contribute to a
carbon-neutral society. Through its subsidiaries and Proptech business area, the Stronghold Group is well
positioned to create both business benefits and added value combined with a positive impact on the climate:
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Newsec by providing advice and selling services in sustainability to its customers, Niam by increasing the
value of its properties and making them more attractive with environmentally sustainable investments, and
Proptech through investments in technology and companies driving the transition to a more sustainable
property industry. It is important for the Stronghold Group to promote climate transition in our areas of
competence, where we possess the expertise. In addition, it is important that our initiatives are economically
sustainable and are linked to our business in order to ensure a long-term perspective, and that the initiatives
promote value creation for the Group and our shareholders.

In addition to external initiatives, in which we work for our customers and tenants, we also focus closely on
internal initiatives in the Group. In order to meet the growing demand for an environmental perspective,
Newsec Property Asset Management has chosen to environmentally certify its operations in accordance with
ISO 14001:2004 and thereby take responsibility to reduce climate impact. The company is also certified in
accordance with ISO 9001:2008. Since 2009, Niam AB is certified in accordance with ISO 9001:2008 with
respect to quality and ISO 14001:2004 with respect to the environment.

Sustainability report

Sustainability reporting is an important part of increasing understanding of the environmental impact of the
Stronghold Group and our subsidiaries. Niam AB prepares an annual sustainability report, and Newsec will
publish its first sustainability report for 2022.

Personnel issues

A group such as the Stronghold Group, whose business is based on knowledge-intensive advisory services,
is always heavily dependent on its employees. The Group pursues an active and long-term approach to
performance management and leadership development and conducts annual employee surveys at the
company. Newsec is one of the best workplaces in the Nordic region for the tenth consecutive year.
According to Great Place to Work, Newsec is ranked third in a list of the best workplaces in large
organisations.

Social issues

The Group’s overarching objective is to work with a high level of professional integrity. This means priority is
always given to the interests of the customer rather than the Group’s in ongoing assignments. Assignments
are declined if it is apparent that they may violate the Group’s ethics or damage the group. The Stronghold
Group works under the shared value of “Passion for colleagues and clients” and strive for Excellence,
Integrity and Innovation. Passion for colleagues and clients entails great responsibility for our employees to
uphold our values and this is why we choose not to work with anyone who does not share these values —
regardless of whether these are colleagues or customers. Customer and market surveys are conducted on
an annual basis.



Development of operations, financial position and earnings (Group)

Amounts in SEK thousand 2021 2020 2019 2018 2017
Sales and earnings

Income 3,416,403 3,001,419 2,918,216 2,648,828 2,050,033
Operating profit before depreciation/amortisation 528,828 387,684 962,209 211,398 224,806
Operating profit (EBIT) 359,635 217,133 658,281 168,793 162,430
Profit after financial items 356,438 191,258 635,302 172,490 157,724
Profit for the year 310,757 142,712 620,718 140,208 116,980
Change in sales 13.8% 2.9% 10.1% 29.2% 53.0%
Operating margin 15.5% 12.9% 33.0% 8.0% 11.0%
Profit margin 10.4% 6.4% 21.4% 6.5% 7.7%
Capital structure

Non-current assets 1,989,800 1,961,849 1,815,627 1,566,347 1,394,135
Current receivables 792,321 661,725 665,903 680,837 554,629
Current investments 30,762 - - - -
Cash and bank balances 393,269 661,520 799,216 197,011 361,058
Total assets 3,206,152 3,285,094 3,280,746 2,444,195 2,309,822
Equity, Parent Company owners 967,715 1,037,279 1,189,763 680,876 626,010
Non-controlling interests 135,693 86,095 73,506 58,401 63,784
Provisions/non-current liabilities 1,023,901 1,173,171 1,099,796 844,722 757,032
Current liabilities 1,078,843 988,549 917,681 860,196 862,996
Total equity and liabilities 3,206,152 3,285,094 3,280,746 2,444,195 2,309,822
Equity/assets ratio 30.2% 31.6% 36.3% 27.9% 27.1%
Capital employed 2,263,519 2,408,606 2,509,075 1,585,789 1,552,510
Profitability

Return on capital employed 16.9% 9.5% 27.2% 14.2% 12.0%
Return on total capital 12.0% 7.0% 20.8% 9.2% 8.1%
Return on equity 32.1% 13.8% 52.2% 20.6% 18.7%
Personnel

Average number of employees 2,301 2,096 1,941 1,743 1,616
Sales per employee 1,485 1,432 1,503 1,520 1,269
Profit before tax per employee 155 91 359 929 98

Return on equity: Profit for the year as a percentage of equity attributable to Parent Company shareholders
Return on capital employed: Profit before tax plus financial expenses as a percentage of capital employed
Return on total capital: Profit before tax plus financial expenses as a percentage of total assets

EBITDA: Operating profit before depreciation/amortisation

EBIT: Operating profit after depreciation/amortisation

Operating margin: Operating profit before depreciation/amortisation as a percentage of sales

Profit margin: Profit before tax as a percentage of sales

Total assets: Total assets excluding client deposits

Total liabilities/total assets: Total liabilities excluding client deposits

Equity/assets ratio: Equity as a percentage of total assets excluding client deposits

Capital employed: Total assets less non-interest-bearing liabilities and deferred tax liabilities

Sales: Excludes capitalised production costs

Change in sales: Sales for the year relative to the previous year’s sales

Sales per employee: Sales divided by the average number of employees

Profit before tax per employee: Profit before tax divided by the average number of employees




Parent Company

The company’s net sales amounted to SEK 51 million (45) and profit after net financial items was SEK 128
million (40). Profit for the year amounted to SEK 186 million (60). During the year, the company divested
participations in Niam AB and Tessin Nordic AB, as well as another minor shareholding. This resulted in
capital gains totalling SEK 75 million. During the year, the company received dividends from subsidiaries of
SEK 53 million (60). Income in the Parent Company consisted of royalties for the Niam and Newsec brands
and Group-wide costs that are re-invoiced. The company’s costs largely pertained to costs for personnel,
consultancy services, administration and premises.

Expected future development

Stronghold expects the Nordic property market will remain a relatively attractive investment option

and asset class for domestic and international players. The continued consequences of the global pandemic,
like the escalated situation in Eastern Europe and its effects on the global geopolitical situation, will also
naturally influence Stronghold’s operations in both the short and long term, due to factors including a
significant economic slowdown in several sectors. It is not possible at the present time to predict the duration
or extent and thus the quantitative effects for the Group.

At the same time, the Group’s operations largely concern services with a very high level of recurring income,
and a diversified customer portfolio that reduces the risk level and provides more stable earnings. Overall,
the Board and management have a positive outlook for the Group’s future development and underlying
earnings over time.

Proposed appropriation of profit

At the disposal of the Annual General Meeting:

Parent Company
The following profits are at the disposal of the Annual General Meeting (SEK)

Retained earnings 757,101,418

Profit for the year 186,044,761
943,146,179

The Board of Directors proposes that funds be distributed as follows

For distribution to shareholders 200,000,000

To be carried forward 743,146,179
943,146,179

The Board of Directors’ statement on the proposed dividend

The Board of Directors believes that the proposed dividend will not prevent the company and Group from
fulfilling its obligations in the long or short term, nor from making necessary investments. Therefore, the
proposed dividend can be justified in accordance with what is stated in Chapter 17, Section 3, Paragraphs
2-3 of the Swedish Companies Act (the prudence rule).

With reference to the Parent Company’s and Group’s earnings and financial position in general, refer to the
following financial statements. All amounts are given in thousands of Swedish kronor unless otherwise
indicated.
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CONSOLIDATED INCOME STATEMENT

Amounts in SEK thousand Note 2021 2020
Income 5,6 3,416,403 3,001,419
Other income 7 83,615 1,300
3,500,018 3,002,719
Capitalised production costs 16 10,777 -
Operating expenses
Other external expenses 8,9 -862,961 -697,674
Personnel costs 10 -2,129,168 -1,910,760
Depreciation/amortisation and impairment of tangible and intangible assets 15,16,17,18 -169,193 -170,551
Other operating expenses -722 -213
Share of profits of associated companies 20 10,884 -6,388
-3,151,160 -2,785,586
Operating profit 359,635 217,133
Financial items
Share of profits of associated companies 20 - -3,771
Financial income 11 23,555 16,337
Financial expenses 12 -26,752 -38,441
-3,197 -25,875
Profit before tax 356,438 191,258
Income tax 14 -45,681 -48,546
Profit for the year 310,757 142,712
Attributable to:
Parent Company shareholders 212,307 104,414
Non-controlling interests 98,450 38,298
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Amounts in SEK thousand Note 2021 2020
Profit for the year 310,757 142,712
Other comprehensive income
Items that may be reclassified to profit or loss:
Translation differences on translation of foreign subsidiaries 19,679 -37,804
Hedge accounting -12,604 27,911
Total items that may be reclassified to profit or loss 7,075 -9,893
Total comprehensive income 317,832 132,819
Attributable to:
Parent Company shareholders 217,581 98,334
Non-controlling interests 100,251 34,485
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Amounts in SEK thousand Note 31 Dec 2021 31 Dec 2020

ASSETS

Non-current assets

Intangible assets

Goodwill 15 989,555 980,124
Customer relationships 16 199,491 217,707
Other intangible assets 16 99,737 77,569

1,288,783 1,275,400

Tangible assets

Equipment 17 36,789 40,482
Right-of-use assets 18 372,753 394,682
409,542 435,164

Financial assets

Participations in associated companies 20 88,875 67,492
Derivatives 4,21 4,520 5,307
Other non-current receivables 4,22 162,337 148,431
255,732 221,230

Other non-current assets
Deferred tax assets 37 35,743 30,055
35,743 30,055
Total non-current assets 1,989,800 1,961,849

Current assets

Derivatives 4,21 3,764 21,664
Accounts receivable 23 419,398 366,927
Contract assets 25 148,642 99,577
Receivables from associated companies - 5,559
Current tax assets 26,539 27,933
Prepaid expenses and accrued income 26 62,389 39,749
Other current receivables 27 131,589 100,316
Current investments 30,762 -
Cash and cash equivalents 28 393,269 661,520
Client deposits 28 156,594 143,118

1,372,946 1,466,363
TOTAL ASSETS 3,362,746 3,428,212
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION, CONT.

Amounts in SEK thousand Note 31 Dec 2021 31 Dec 2020
EQUITY AND LIABILITIES
Equity
Share capital (96,800,400 shares, quotient value SEK 0.10) 29 10,000 10,000
Translation reserve 30 42,777 24,899
Currency hedging reserve 849 13,453
Retained earnings including profit for the year 914,089 988,927
Equity attributable to Parent Company shareholders 967,715 1,037,279
Non-controlling interests 35 135,693 86,095
1,103,408 1,123,374
Non-current liabilities
Liabilities to credit institutions 32 670,973 708,545
Derivatives 4,21 - 5,319
Lease liabilities 34 260,714 300,721
Other non-current liabilities 33 24,877 33,973
Deferred tax liabilities 37 62,144 70,566
Other provisions 38 5,193 54,047
1,023,901 1,173,171
Current liabilities
Liabilities to credit institutions 32 56,026 54,595
Derivatives 4,21 1,924 -
Lease liabilities 34 104,396 84,835
Accounts payable 136,369 116,499
Contract liabilities 39 82,275 77,417
Current tax liabilities 36,008 43,197
Other provisions 38 51,766 -
Other current liabilities 174,494 155,037
Accrued expenses and deferred income 40 435,585 456,969
Client deposits 28 156,594 143,118
1,235,437 1,131,667
TOTAL EQUITY AND LIABILITIES 3,362,746 3,428,212
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

2021

Amounts in SEK thousand Share Translation Currency Retained Total equity Non- Total
capital reserve hedging earnings attributable to controlling equity
reserve including Parent interests
profit for the Company
year shareholders

Obening balance, 1 January | 19,000 58,800 | 14,458 1,135,331 1,189,763 73,506 | 1,263,269
Comprehensive income
Profit for the year 104,414 104,414 38,298 142,712
Other comprehensive income:

Translation differences -33,991 -33,991 -3,813 -37,804

Hedge accounting 27,911 27,911 27,91
Total other comprehensive 0 -33,991 27,911 -6,080 -3,813 -9,893
Total comprehensive income 0 -33,991 27,911 104,414 98,334 34,485 132,819
Transactions with
shareholders:
Dividend -250,000 -250,000 -29,569 -279,569
Shareholders’ contributions 0 3.838 3.838
paid/received minority ’ ’
Sale of own shares 2,158 2,158 3,946 6,104
Minority’s
withdrawal/contribution in limited 0 671 671
partnerships during the year
Transactions with non-
controlling interests -2,976 -2,976 -782 -3,758
Total transactions with 0 0 0 -250,818 -250,818 21,896 | -272,714
shareholders
Ciosing balance, 31 December | 49 g9 24,899 13,453 988,927 1,037,279 86,005 | 1,123,374
Obening balance, 1 January | 19,000 24,899 13,453 988,927 1,037,279 86,095 | 1,123,374
Comprehensive income
Profit for the year 212,307 212,307 98,450 310,757
Other comprehensive income:

Translation differences 17,878 17,878 1,801 19,679

Hedge accounting -12,604 -12,604 -12,604
Total other comprehensive 0 17,878 -12,604 5,274 1,801 7,075
Total comprehensive income 0 17,878 -12,604 212,307 217,581 100,251 317,832
Transactions with
shareholders:
Dividend -175,000 -175,000 -46,245 -221,245
Shareholders’ contributions 0 1915 1.915
paid/received minority ’ ’
Sale of own shares 1,602 1,602 1,628 3,230
Acquisition of own shares -1,721 -1,721 -1,754 -3,475
Warrants issued 1,205 1,205 1,205
Redemption of shares -125,491 -125,491 -125,491
Changes to net assets in joint
ventures after acquisition date -11,468 -11,468 -11,468
Minority’s
withdrawal/contribution in limited 0 -10,116 -10,116
partnerships during the year
Transactions with non-
controlling interests* 23,728 23,728 3,919 27,647
Total transactions with 0 0 0 -287,145 -287,145 -50,653 | -337,798
shareholders
Closing balance, 31 December | ;4 599 42,777 849 914,089 967,715 | 135693 | 1,103,408

* The amounts pertained largely to the sale of participations in Niam AB. For more information, refer to Note 46.
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CONSOLIDATED STATEMENT OF CASH FLOWS

Amounts in SEK thousand Note 2021 2020
Cash flows from operating activities
Operating profit 359,635 217,133
Adjustments for non-cash items
Depreciation 16,17,18 160,485 145,595
Impairment 15,16,17,18 8,709 24,956
Share of profits of associated companies 20 -10,884 6,388
Acquisition-related items - 1,287
Gain/loss from sale of shares and participations 7 -3,439 -
Gain/loss from sale of associated companies 7 -36,607 -
Measurement of shares and participations at fair value 7 -42,950 -
Unrealised derivative effects 4 16,775 -
Correction of SaaS systems 16 8,259 -
Bonus provisions 8,300 8,116
Discount provision according to contract funds 38 2,877 2,468
Other 225 410
Interest received 5,264 5,945
Interest paid -18,289 -18,301
Income tax paid -66,381 -54,426
391,979 339,571
Decrease (+)/increase (-) accounts receivable -40,626 -5,377
Decrease (+)/increase (-) receivables -70,230 69,191
Decrease (-)/increase (+) accounts payable 19,539 -17,995
Decrease (-)/increase (+) current liabilities -13,841 37,753
Cash flows from operating activities 286,821 423,143
Investment activities
Acquisition of intangible assets 16 -42,917 -47,884
Sale of intangible assets 16 527 559
Acquisition of equipment 17 -13,995 -15,693
Sale of equipment 17 767 440
Investment in/lending to funds - -2,168
Repayment from funds 22,554 8,942
Other lending -2,621 -
Acquisition of shares and participations 22 -33,722 -13,108
Sale of shares and participations 26,785 -
Shargholqers‘ contributions paid to holdings classified as shares and 2008 B
participations ’
Acquisition of associated companies 20 - -54,896
Divestment of associated companies 20 43,308 -
Shareholders’ contributions paid to associated companies 20 -33,850 -7,750
Dividends from associated companies 20 496 -
Current investments -30,762 -
Sale of own shares 3,230 6,119
Acquisition of own shares -3,475 -
Acquisition of Group companies 43, 45 -5,740 -69,621
Divestment of Group companies as part of controlling interest 46, 47 28,054 1,908
Cash flows from investment activities -32,592 -193,152

Financing activities
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Contributed capital from non-controlling interests 5,450 9,440
Withdrawn capital from non-controlling interests -13,654 -4,931
Amortisation of liability/repayment of loans 44 -1565,132 -49,852
Borrowings 44 100,000 60,000
Amortisation of lease liabilities’ principal amount 44 -103,778 -101,798
Dividend to non-controlling interests -46,245 -29,569
Dividend -175,000 -250,000
Redemption of shares -125,491 -
Warrants subscribed 1,205 -
Cash flows from financing activities -512,642 -366,710
Cash flow for the year -269,190 -136,719
Opening cash and cash equivalents 661,520 799,216
Conversion effect cash and cash equivalents 939 977
Closing cash and cash equivalents 393,269 661,520
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PARENT COMPANY’S INCOME STATEMENT

Amounts in SEK thousand Note 2021 2020
Income 6 50,577 44,868
Other income 7 894 -
51,471 44,868
Operating expenses
Other external expenses 8,9 -31,619 -22,956
Personnel costs 10 -28,634 -33,171
Depreciation/amortisation of tangible and intangible assets 17 527 -653
Other operating expenses 16 -452
-60,796 -57,232
Operating profit 9,325 -12,364
Financial items
Financial income 1 161,799 92,925
Financial expenses 12 -24,236 -40,760
137,563 52,165
Profit before tax 128,238 39,801
Appropriations 13 64,128 24,724
Tax 14 -6,321 -4,746
Profit for the year 186,045 59,779

The Parent Company has no items recognised in other comprehensive income and accordingly does not present a

statement of comprehensive income.
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PARENT COMPANY’S BALANCE SHEET

Amounts in SEK thousand Note 31 Dec 2021 31 Dec 2020

ASSETS

Non-current assets

Tangible assets

Equipment 17 312 839
312 839

Financial assets
Participations in Group companies 19 516,691 507,319
Participations in associated companies 20 96,497 69,635
Receivables from Group companies 24 1,031,128 1,088,453
Other non-current receivables 22 69,509 39,489
1,713,825 1,704,896
Total non-current assets 1,714,137 1,705,735

Current assets

Current receivables

Accounts receivable 7,453 5,096
Receivables from Group companies 24 194,296 182,300
Prepaid expenses and accrued income 26 1,353 567
Other current receivables 27 1,287 1,218

204,389 189,181
Cash and cash equivalents 28 1,042 82

205,431 189,263
TOTAL ASSETS 1,919,568 1,894,998

EQUITY AND LIABILITIES

Equity

Restricted equity

Share capital (96,800,400 shares, quotient value SEK 0.10) 29 10,000 10,000

10,000 10,000

Unrestricted equity

Retained earnings 757,101 996,606

Profit for the year 186,045 59,779
943,146 1,056,385

Total equity 953,146 1,066,385

Untaxed reserves 31 17,270 2,220

Non-current liabilities

Liabilities to credit institutions 32 670,973 708,397
670,973 708,397

Current liabilities

Liabilities to credit institutions 32 56,026 54,595

Accounts payable 2,682 2,110

Liabilities to Group companies 36 201,028 46,261

Other current liabilities 8,850 4,018

Accrued expenses and deferred income 40 9,593 11,012
278,179 117,996

TOTAL EQUITY AND LIABILITIES 1,919,568 1,894,998
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PARENT COMPANY’S STATEMENT OF CHANGES IN EQUITY

Amounts in SEK thousand Restricted Unrestricted equity Total equity
equi
Sharg cg)ital Retained Profit for the
earnings year
Opening balance, 1 January 2020 10,000 574,076 672,532 1,256,608
Transfer of previous years’ profit 672,532 -672,532 0
Comprehensive income
Profit for the year 59,779 59,779
Total comprehensive income 0 0 59,779 59,779
Transactions with shareholders
Dividend -250,000 -250,000
Total transactions with shareholders 0 -250,000 0 -250,000
Closing balance, 31 December 2020 10,000 996,608 59,779 1,066,387
Opening balance, 1 January 2021 10,000 996,608 59,779 1,066,387
Transfer of previous year’s profit 59,779 -59,779 0
Comprehensive income
Profit for the year 186,045 186,045
Total comprehensive income 0 0 186,045 186,045
Transactions with shareholders
Redemption of shares -125,491 -125,491
Warrants issued 1,205 1,205
Dividend -175,000 -175,000
Total transactions with shareholders 0 -299,286 0 -299,286
Closing balance, 31 December 2021 10,000 757,101 186,045 953,146
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PARENT COMPANY’S STATEMENT OF CASH FLOWS

Amounts in SEK thousand Note 2021 2020
Cash flows from operating activities
Operating profit -9,325 -12,364
Adjustments for non-cash items

Depreciation 17 527 653
Interest received 41,021 32,502
Interest paid -17,521 -17,050
Income tax paid/received -2,449 -3,474

12,253 267

Decrease (+)/increase (-) receivables -2,339 91,888
Decrease (-)/increase (+) accounts payable 35,428 -5,438
Decrease (-)/increase (+) current liabilities 179,959 45,107
Cash flows from operating activities 225,301 131,824
Investment activities
Acquisition of subsidiaries 19 -50 -25
Divestment of subsidiaries 47 27,403 -
Shareholders’ contributions paid to subsidiaries 19 -38,848 -30,500
Acquisition of associated companies 20 - -54,896
Shareholders’ contributions paid to associated companies 20 -33,850 -7,750
Divestment of associated companies 20 42,500 -
Acquisition of other shares and participations -27,665 -3,176
New issue of other shares and participations -3,000 -
Divestment of other shares and participations 16,431 -
Distribution received from limited partnerships 624 4,151
New non-current intra-Group loans - -80,768
Repayments received on non-current intra-Group loans 24 64,287 29,153
Cash flows from investment activities 47,832 -143,811
Financing activities
Bank loans 100,000 60,000
Amortisation/repayment bank loans -151,649 -43,173
Group contributions received/paid 26,262 25,818
Redemption of shares -125,491 -
Warrants subscribed 1,205 -
Dividends received 52,500 59,793
Dividends paid -175,000 -250,000
Cash flows from financing activities -272,173 -147,562
Cash flow for the year 960 -159,549
Opening cash and cash equivalents 82 159,632
Closing cash and cash equivalents 1,042 82
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NOTES

1. General information

STRONGHOLD INVEST AB (“Stronghold Invest”), Corporate Registration Number 556713-9067, is a limited
liability company with registered office in Stockholm, Sweden. The address of the head office is Stureplan 3,
SE-103 96 Stockholm.

The operations of the company and its subsidiaries (the “Group”) encompass property-related advisory
services, asset management and fund management.

The Parent Company of the Group is Stronghold Invest AB, Corporate Registration Number 556713-9067,
with registered office in Stockholm. The company is a subsidiary of Pejoni AB, Corporate Registration
Number 556716-2705.

2. Significant accounting policies

The consolidated accounts for Stronghold have been prepared in accordance with the International Financial
Reporting Standards (IFRS) as approved by the EU, as well as interpretations issued by the IFRS
Interpretations Committee (IFRIC) as endorsed by the European Commission for application in the EU. In
accordance with the exception rules for unquoted companies, Stronghold has chosen not to adopt IAS 33
Earnings Per Share.

In addition, the Group applies the Swedish Annual Accounts Act and the Swedish Financial Reporting Board
recommendation RFR 1 Supplementary Accounting Rules for Groups.

In the consolidated accounts, items have been measured at cost, except in the case of certain financial
instruments measured at fair value. The significant accounting policies applied are described below.

New and amended standards adopted by the Group
Amendments to IFRS 9, IAS 39 and IFRS 7: IBOR reform Phase 2

Amendments owing to the IBOR reform Phase 2 (amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS
16) may impact financial assets, financial liabilities and lease liabilities, certain hedge accounting
requirements, and disclosure requirements in IFRS 7 in order to comply with the amendments to
modifications and hedge accounting.

e Modification of financial assets, financial liabilities and lease liabilities: The IASB has introduced a
practical expedient for modifications following from the reform (modifications following directly from
the IBOR reform). These modifications are accounted for by updating the effective interest rate. All
other modifications are accounted for using the current IFRS requirements. A similar practical
expedient is proposed for lessee accounting applying IFRS 16.

e Hedge accounting requirements: Under the amendments, hedge accounting is not discontinued
solely because of the IBOR reform. Hedging relationships (and related documentation) must be
amended to reflect modifications to the hedged item, hedging instrument and hedged risk.

o Disclosures: In order for readers of the financial statements to understand the effect and extent of
the impact of the IBOR reform and how these effects are managed, the amendment requires the
company to submit disclosures in this regard.

In the opinion of executive management, the practical expedient will be utilised but the amendment will have
no material impact on the financial statements.
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Amendments to IFRS 16 Leases — Extension of period for COVID-19 related rent concessions
In May 2020, IFRS 16 was amended to provide lessees with the possibility of applying a relief rule that

involved an assessment of whether a COVID-19 related rent concession meant that a lease did not need to
be amended. This amendment was time-limited and permitted lessees to apply the relief solely to those rent
concessions for lease fees that fell due on or before 30 June 2021. Owing to the ongoing pandemic with
material effects on society, IASB extended the original end date for the relief rule and expanded the time limit
to cover rent concessions for lease fees that fall due on or before 30 June 2022. The amendments are
applicable to financial years beginning on or after 1 April 2021. The Group has not received any COVID-19-
related rent concessions.

New and amended standards not yet in force

Amendments to IFRS 3 Business Combinations: Reference to the Conceptual Framework

The amendment to IFRS 3 means it refers to the 2018 Conceptual Framework instead of the 1989
Framework. The amendment also adds to IFRS 3 a requirement that, for transactions and other events
within the scope of IAS 37 or IFRIC 21, an acquirer applies IAS 37 or IFRIC 21 (instead of the Conceptual
Framework) to identify the liabilities it has assumed in a business combination. Lastly the addition to IFRS 3
of an explicit statement that an acquirer does not recognise contingent assets acquired in a business
combination.

Amendments to IAS 16 Property, Plant and Equipment
The amendment prohibits deducting from the cost of an item of property, plant and equipment any proceeds

from selling items produced while bringing that asset to the location and condition necessary for it to be
capable of operating in the manner intended by management. Instead, an entity recognises the proceeds
from selling such items, and the cost of producing those items, in profit or loss. In the opinion of executive
management, the amendment to IAS 16 will have no material effects on the Group.

Amendments to IAS 37: Onerous Contracts — Cost of Fulfilling a Contract
The amendment covers the costs to include in estimating the cost of fulfilling a contract for the purpose of

assessing whether that contract is onerous. The amendment specifies that the cost of fulfilling a contract
comprises the “costs that relate directly to the contract”. Costs that relate directly to a contract can either be
incremental costs of fulfilling that contract (examples would be direct labour, materials) or an allocation of
other costs that relate directly to fulfilling contracts (an example would be the allocation of the depreciation
charge for an item of property, plant and equipment used in fulfilling the contract). In the opinion of executive
management, the amendment to IAS 37 will have no material effects on the Group.

Improvements to IFRSs 2018-2020

Improvements to IFRSs 2018—-2020 — the cycle is an amendment package of improvements to various
standards:

* IFRS 1 First-time adoption of IFRS: The amendment permits a subsidiary that applies paragraph D16(a) of
IFRS 1 to measure cumulative translation differences using the amounts reported by the parent, based on
the parent’s date of transition to IFRSs.

* IFRS 9 Financial Instruments and fees in the 10 per cent test: The amendment clarifies which fees an entity
includes when it applies the 10 percent test in assessing whether to derecognise a financial liability. An entity
includes only fees paid or received between the entity (the borrower) and the lender, including fees paid or
received by either the entity or the lender on the other’s behalf.

* IFRS 16 Leases: The amendment to lllustrative Example 13 removes from the example the illustration of
the reimbursement of leasehold improvements by the lessor in order to resolve any potential confusion
regarding the treatment of lease incentives that might arise because of how lease incentives are illustrated in
that example.
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* IAS 41 Agriculture: The amendment removes the requirement in paragraph 22 of IAS 41 for entities to
exclude taxation cash flows when measuring the fair value of a biological asset using a present value
technique. This amendment is intended to adapt the requirement in the standard. This will ensure
consistency with the requirements in IFRS 13.

In the opinion of executive management, the Improvements to IFRSs 2018-2020 will have no material
effects on the Group.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current
Amendments to IAS 1 affect only the presentation of liabilities in the statement of financial position — not the

amount or timing of recognition of any asset, liability income or expenses, or the information that entities
disclose about those items. The amendment entails the following:

« clarify that the classification of liabilities as current or non-current should be based on rights that are in
existence at the end of the reporting period and align the wording in all affected paragraphs to refer to the
“right” to defer settlement by at least twelve months and make explicit that only rights in place “at the end of
the reporting period” should affect the classification of a liability;

« clarify that classification is unaffected by expectations about whether an entity will exercise its right to defer
settlement of a liability; and

» make clear that settlement refers to the transfer to the counterparty of cash, equity instruments, other
assets or services.

In the opinion of executive management, the amendment to IAS 1 will have no material effects on the Group.

Amendments to IAS 1 — Disclosure of accounting policies
The amendments impact the requirements in IAS 1 pertaining to disclosure of accounting policies. Through

applying the amendments, a company discloses its material accounting policies instead of its significant
accounting policies. Further amendments to IAS 1 explain how a company can identify a material accounting
policy. Examples of when an accounting policy is likely to be material have been added. To support the
amendments, the IASB has also produced guidance and examples to explain and demonstrate the
application of the four-step materiality process as described in IFRS Practice Statement 2 (guidance on how
to make materiality judgements when preparing their general-purpose financial statements in accordance
with IFRS Standards). In the opinion of executive management, the amendment to IAS 1 will have no
material effects on the Group.

Amendments to IAS 8 — Definition of estimates
IAS 8 was amended to replace the definition of changes in estimates with a definition of estimates. The new

definition means that estimates are “monetary amounts in the financial statements that are subject to
measurement uncertainty.” The previous definition of changes in estimates has been removed, but the IASB
clarifies that a change in accounting estimate that results from new information or new developments is not
the correction of an error. In addition, the effects of a change in an input or a measurement technique used
to develop an accounting estimate are changes in accounting estimates if they do not result from the
correction of prior period errors. In the opinion of executive management, the amendment to IAS 1 will have
no material effects on the Group.

Amendment to IAS 12 — Deferred tax related to assets and liabilities arising from a single transaction
The amendment make an additional exemption from the previous exemption for initial recognition of an asset

or a liability (the “initial recognition exemption”). The amendment means that a company is not to apply the
exemption from recognising deferred tax attributable to a transaction in which equal amounts of deductible
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and taxable temporary differences arise, and instead to recognise both deferred tax assets and tax liabilities.
Transactions of this type also include right-of-use assets and lease liabilities recognised under IFRS 16, as
well as provisions and assets recognised in conjunction with restoration obligations. Executive management
is of the opinion that the amendment to IAS 1 will entail an increase in deferred tax assets and deferred tax
liabilities of about SEK 70 million as the result of the gross amount of tax in leases being recognised.

Consolidated accounts

The consolidated accounts encompass the Parent Company Stronghold Invest AB and the companies over
which the Parent Company has controlling interests (subsidiaries).

Controlling interest over an investee is achieved when the company has:

» Power over the investee through existing rights that give the company the ability to direct the relevant
activities of the investee,

* exposure, exposure, or rights, to variable returns from its involvement with the investee, and

« the ability to use its power over the investee to affect the amount of the investor's returns.

The company considers all relevant facts and circumstances when assessing whether the company’s voting
rights in an investee are sufficient to give power, including the size of its holding of voting rights relative to
the size and dispersion of voting rights held by other vote holders, potential voting rights held by the investor,
other investors or other parties, rights from other contractual arrangements and additional facts and
circumstances that indicate that the investor has, or does not have, the current ability to direct the relevant
activities when decisions need to be made, including voting patterns at previous general meetings.

The company assesses whether it has a controlling interest over the investee if facts and circumstances
indicate that a change has taken place in one or more of the criteria that entails control.

Subsidiaries are included in the consolidated accounts from the date of acquisition until the date when
control is relinquished.

The Group’s earnings and components in other comprehensive income are attributable to the Parent
Company shareholders and to non-controlling interests even if this leads to a negative value for the non-
controlling interests.

The accounting policies in subsidiaries have been adjusted as required to align with the Group accounting
policies. All intra-Group transactions, balances and unrealised gains and losses relating to intra-Group
transactions were eliminated in preparing the consolidated accounts.

Business combinations
Business combinations are recognised using the acquisition method.

The purchase consideration for a business combination is initially measured at fair value on the date of
acquisition, which is calculated as the sum of the fair values at the date of acquisition for received assets
plus liabilities incurred or assumed as well as issued equity participations in exchange for control over the
acquired business. Acquisition-related expenses are recognised in profit or loss when they arise.

The identifiable acquired assets and assumed liabilities as well as contingent assets are recognised at fair
value at the date of acquisition with the following exceptions:
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* Deferred tax assets or liabilities and liabilities or assets attributable to the acquired entity’s contract
concerning remuneration of employees is recognised and measured in accordance with IAS 12 Income
Taxes and IAS 19 Employee Benefits, respectively.

Contingent liabilities assumed in a business combination are recognised as existing liabilities originating from
events that have occurred and whose fair value can be reliably calculated.

For business combinations where the sum of the purchase consideration, any non-controlling interest and
fair value on the acquisition date of previous shareholdings exceed the fair value on the acquisition date of
identifiable acquired net assets, the difference is recognised as goodwill in the statement of financial
position. If the difference is negative, it is recognised as a gain from a bargain purchase directly in profit or
loss following reassessment of the difference.

For each business combination, the previous non-controlling interests in the acquired entity are measured
either at fair value or the value of the proportion of the non-controlling interest in the acquired entity’s
identifiable net assets.

When the transferred consideration in a business combination includes assets and liabilities resulting from
contingent considerations, the conditional purchase consideration is measured at its fair value at the date of
acquisition and is included in the transferred consideration in the business combination. Changes in fair
value of a contingent consideration that qualifies as an adjustment during the valuation period, are adjusted
retroactively with a corresponding adjustment of the acquisition cost.

Subsequent changes in fair value of a contingent consideration that do not qualify as an adjustment during
the valuation period, are recognised differently depending on the classification of the contingent
consideration. A contingent consideration classified as equity is not remeasured in subsequent periods and
subsequent settlement is recognised in equity. Contingent considerations classified as an asset or liability
are remeasured in accordance with IAS 39 or IAS 37 Provisions Contingent Liabilities and Contingent
Assets, depending on the applicable standard, and the corresponding gains or losses are recognised in profit
or loss.

For step acquisitions, the Group’s previous holding is remeasured at fair value at the date of acquisition
(meaning the date when the Group obtains controlling interest) and any gains or losses are recognised in
profit or loss. Amounts previously recognised in other comprehensive income related to holdings in the
acquired entity prior to the date of acquisition, shall be reclassified to profit or loss on the same basis as
required if these participations had been divested.

Transactions with non-controlling interests
For step acquisitions/sales that result in changes to the Parent Company’s participating interest in a

subsidiary that does not result in a loss of controlling interest, the transactions are recognised as an item in
equity. Any difference between the amount recognised for the non-controlling interests and the fair value of
the purchase consideration paid or received is recognised directly in equity and distributed between the
Parent Company owners.

Loss of controlling interests
For step acquisitions when the Parent Company loses controlling interest over a subsidiary, the result of the
transaction is determined upon divestment as the difference between:
i) the sum of fair value for the payment received and the fair value of any remaining retained
interest and
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i) the previous carrying amounts of the subsidiary’s assets (including goodwill) and liabilities and
any non-controlling interests.
Gain or loss arising is recognised in profit or loss. Any changes in the value of the previous equity

participations that prior to the date of acquisition were recognised in other comprehensive income are
reclassified to profit or loss on the same basis as required if these participations had been divested.

Goodwill

Goodwill arising from the acquisition of subsidiaries represents the amount at which the sum of the purchase
consideration, any non-controlling interest and fair value on the acquisition date of previous shareholdings
exceed the fair value on the acquisition date of identifiable acquired net assets. Goodwill arising from the
acquisition of subsidiaries is recognised at cost less any accumulated impairment losses.

When impairment testing, goodwill is allocated to the cash-generating units that are expected to benefit
synergies resulting from the acquisition. Goodwill shall be tested annually for impairment, or more often
whenever there is an indication that the carrying amount may not be recoverable. If the recoverable amount
of a cash-generating unit has a lower value than the carrying amount, the impairment amount is allocated.
Firstly, the carrying amount of goodwill assigned to the cash-generating unit is reduced and then the carrying
amount of goodwill attributable to other assets in a unit. Recognised impairment losses on goodwill are not
reversed in a subsequent period.

When a subsidiary is sold, the remaining carrying amount on goodwill is included in capital gain/loss.

Segment reporting

An operating segment is part of a company that conducts business operations from which it generates
income and incurs costs and whose operating profit is regularly followed up by the company’s chief operating
decision maker and for which independent financial information is available. The company’s reporting of
operating segments concurs with the internal reports. The chief operating decision maker is the function that
assesses the operating segments’ results and decides on the allocation of resources. The company
considers the Board of Directors to be the chief operating decision maker.

Income

The Group’s income arises from property and fund management, consultancy services, granting licences
and interest and dividend income. Income is recognised to the extent that it is probably that the financial
benefits will accrue to the Group and if this can be reliably calculated.

IFRS 15 contains a model to recognise income (five-step model) arising from contracts with customers. The
fundamental principle of IFRS 15 uses a control approach, meaning companies are to recognise income to
depict the transfer of the promised goods and services to customers in an amount that reflects the
consideration to which an entity expects to be entitled in exchange for these goods or services. The five-step
model means the Group’s income shall be assessed using five steps:

1. Identify the contract with a customer

2. Identify the performance obligations in the contract

3. Determine the transaction price

4. Allocate the transaction price to the performance obligations in the contract
5. Recognise income when (or as) the entity satisfies a performance obligation
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The Group has the following significant income streams and these have been analysed using the five-step
model. The criteria for a customer contract are deemed to have been satisfied with respect to the Group’s
contract. There are no incremental costs of obtaining a contract.

Fixed-price contracts

In the Newsec segment, the Group primarily engages in the following services at a fixed price:

- technical management and financial management at fixed fees. The agreements typically run for several
years and also include an option for additional services, such as leasing, renegotiations and project services.
These income streams are described separately below.

- property management through fixed staffing and/or production cost agreements. The agreements often run
for several years and require the Group to provide operation and maintenance services to properties
specified in the agreement.

- valuation, strategic analysis and strategic advisory services, where most of the assignments are conducted
at fixed prices.

A common thread in the description above is that the promise of providing services continuously during the
contact period is considered a performance obligation (meaning a series of distinct services that are
substantially the same and have the same pattern of transfer to the customer). These contracts include a
performance obligation and the transaction price is fixed, which means an allocation of the transaction price
does not apply (each provision of services should be regarded as a single performance obligation). The
customer obtains the benefits of the company’s performance when the company satisfies an obligation. The
services are routine and recurring services in which it is possible to identify when the customer
simultaneously receives and consumes all of the benefits provided by the company as the company
performs. The pattern of services to customers, as well as the company’s endeavours to fulfil the contract,
will probably not vary much between months and the income is recognised straight-line over the contract
term. Income is therefore recognised over time. Some fixed-price assignment in Newsec are different in
nature and are recognised as income following final delivery to the customer.

Management fees
In the Niam segment, fund fees received for pledged or managed assets in funds are invoiced in accordance

with the investor agreement. According to the investor agreement, the Group is to manage the funds
throughout the fund’s duration, which is considered a performance obligation (meaning a series of distinct
services that are substantially the same and that have the same pattern of transfer to the customer). The
customer obtains the benefits of the Group’s performance when the Group satisfies an obligation. The
services are routine and recurring services in which it is possible to identify when the customer
simultaneously receives and consumes all of the benefits provided by the company as the company
performs. Income from fund management is recognised as the services are performed over time. The price is
variable in that a fixed percentage is used throughout the fund’s lifecycle, which is calculated using a base
that changes over time. The price is initially calculated using pledged capital, but later in the fund’s lifecycle
invested capital is used as the base for calculating the management fee. Since there is great uncertainty
surrounding the future value of invested capital, this is not taken into consideration in income recognition but
rather income for the period is calculated using the base that prevails at that time.

Additional services

Income from sales of additional services is billed on a time and materials basis. An hourly fee is then agreed

for the service (which is negotiated individually by contract). As there is only one performance obligation, an
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allocation of the transaction price is not applicable. Most of this type of income is found in the Newsec
segment. One such additional project could, for example, be project management of office conversions. The
company’s performance obligation is then to create and/or refine an asset that the customer controls
throughout the project. The performance is conducted on a continuous basis during the contracted period as
work is carried out. Most projects are recognised over time.

Renegotiations and leasing
Income from Renegotiations and leasing is included in the Newsec segment. Many of the Group’s customers

are property owners and the Group’s service range includes assisting customers in leasing their premises
and renegotiating rental contracts with their customers. The price is often a percentage of annual rent as
regulated in the contract. The performance obligation is to help customers to lease/renegotiate their
premises and the customer obtains the benefits of the Group’s performance when leasing is achieved.
Income is therefore recognised when the lease is signed on behalf of the customer, meaning at a point in
time.

Incentives
Incentive-based income is mainly found in the Newsec segment and involves assignments when the Group

on an exclusive basis is to act as advisor to the customer in the divestment of the customer’s property. The
Group’s fee is a percentage of the property’s purchase consideration and is thus variable payment. It is a
success-based fee, which means the Group receives no payment if the transaction is not completed. The
agreement has only one performance obligation and the transaction price is a percent rate of the purchase
consideration, which means an allocation of the transaction price does not apply. The Group serves as
advisor throughout the property sale, but the transaction is considered completed only when the buyer takes
possession and pays the full purchase consideration for the property. The performance obligation is
therefore to “sell the property”. The customer obtains the benefits of the company’s performance when the
property is sold, and it is at this time that the consumption of the benefits of the company’s performance can
be identified. Income is therefore recognised when the transaction is completed and the sales contract
signed. At this point, it is also considered highly probable that the income will not need to be reclassified in
the future.

Other income related to the incentive is recognised when it can be confirmed that the Group’s obligation in
the underlying contract is satisfied and other conditions for payment have been met.

Promote
The company may receive excess returns attributable to investments in the funds, known as the promote,

which is paid when the fund is closed. Income is recognised when the amount can be determined with
reasonable assurance and it is probable that payment will take place.

Materials and additional services
The Group purchases materials and services from subcontractors in order to carry out services on the

properties to comply with agreements. These purchases are re-invoiced to customers with a certain mark-up.
The Group’s re-invoicing is recognised gross, meaning costs are reported separately and income as sales,
as contracts with customers clearly state that the Group has a commitment to purchase materials and
services to carry out a service on behalf of the Group’s customers and bears the risk. The promise to provide
materials/services required to carry out the services on the properties covered by the agreement is
considered a performance obligation. The customer obtains the benefits of the company’s performance
when the Group provides the required material/service to the property, which in turn allows the Group to
carry out its service in accordance with the agreement. The commitment is therefore very closely linked to
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the commitment described in Fixed-price contracts and is reported in a similar manner over time. The income
for re-invoicing is recognised in the period when the cost of the material/service arises.

In addition to that described, the Group has not identified any variable benefits, material financing
components, non-cash benefits or other benefits paid to customers. Nor are there any material opening
charges to fulfil the contract.

Dividend income is recognised when the shareholder’s right to receive a dividend has been established.

Interest income is recognised on a time-proportion basis using the effective interest method. The effective
interest rate is the rate that means the present value of all future incoming and outgoing payments during the
fixed-interest period is equal to the carrying amount of the receivable.

Leases

Stronghold has conducted a detailed review and analysis of the Group’s leases, after which the lease of
premises and vehicles was identified as the material agreements that meet the requirements to be reported
under IFRS 16. The Group also has leases for items such as office equipment, all of which are considered
as low value. Stronghold has chosen to apply practical expedients related to short-term leases (12 months or
less) and low-value leases. These are not recognised in the statement of financial position, but instead in
operating profit in the same manner as the former operating leases.

The Group assesses whether an agreement is or contains a lease at the start of the contract. The Group
recognises a right-of-use asset and a corresponding lease liability for all leases in which the Group is lessee
with the exception of agreements falling under the expedients described above.

The lease liability is initially measured at the present value of the lease payments not paid at the
commencement date, discounted using the interest rate implicit in the lease. If this interest rate cannot easily
be established, the Group uses the incremental borrowing rate. The incremental borrowing rate is the rate a
lessee would have paid for loan financing over the same period, and with similar security, for the right-of-use
of an asset in a similar economic environment.

Options are only included in the lease term when it is reasonably certain that it will exercise an extension
option or when it is reasonably certain that a termination option will not be exercised. To reduce uncertainty
for options that lie far in the future, only the first option period in a contract is included in the assessment.
Executive management considers all available information that provides an economic inventive to exercise
an extension or termination option, for example the opportunity to find suitable replacement premises,
moving costs, current leasehold improvements or negotiation costs for entering a new lease. For termination
options when both the lessee and lessor can exercise the option, executive management is of the opinion
that significant penalties exist based on the lease’s economic substance that are not entirely due to the form
of the contract.

Lease payments included in the measurement of the lease liability comprise:

* fixed lease payments (including in-substance fixed payments), less any lease incentives,

* variable lease payments that are based on an index or a price, initially valued using an index or price at the
commencement date,

* amounts expected to be paid by the lessee under residual value guarantees,

* the exercise price under a purchase option that the lessee is reasonably certain to exercise, and

* payments of penalties for terminating the lease if the lease term reflects the lessee exercising that option.
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The lease liability is presented on a separate line in the consolidated statement of financial position. After
initial recognition, the lease liability is measured by increasing the carrying amount to reflect interest on the
lease liability (by using the effective interest method) and by reducing the carrying amount to reflect lease
payments made. The Group remeasures the lease liability (and makes a corresponding adjustment to the
associate right-of-use asset) if:

* the lease term changes or if there is a change in the assessment of an option to purchase the underlying
asset. In such cases, the lease liability is revalued by discounting the amended lease payments using an
amended discount rate,

* lease payments change due to amendments to an index or price or changes to an amount expected to be
paid under a residual value guarantee. In such cases, the lease liability is revalued by discounting the
amended lease payments using the initial discount rate (unless the changes in lease payments are due to
changes to floating interest rates, when an amended discount rate is instead used, or

* a lease is changed and the change is not recognised as a separate lease. In such cases, the lease liability
is remeasured by discounting the amended lease payments using an amended discount rate.

On the acquisition date, right-of-use assets are recognised at the value of the corresponding lease liability,
lease payments made on or before the commencement date and any initial directly related costs. In
subsequent periods, these are recognised at cost less accumulated depreciation and impairment. If the
Group incurs an obligation for dismantling and removal of a leased asset, the restoration of the site or
restoring the underlying asset to the condition stipulated in the terms of the lease, a provision is recognised
in accordance with IAS 37. Such provisions are reported as part of the cost of the right-of-use asset, unless
these costs arise in conjunction with the production of goods.

Right-of-use assets are depreciated over their estimated useful lives or over the agreed lease term, if this is
shorter. If a lease transfers ownership rights to the underlying asset at the end of the lease term or if the cost
of the right-of-use asset reflects an expectation by the Group that it will exercise a purchase option, the
underlying asset is depreciated over its useful life. Depreciation begins on the commencement date of the
lease.

Right-of-use assets are presented on a separate line in the consolidated statement of financial position. The
Group applies IAS 36 Impairment of Assets to decide whether an impairment requirement exists for the right-
of-use asset and in the same manner as that described in the principles for property, plant and equipment

Variable lease payments that are not based on an index or price are not included in the measurement of the

lease liability and right-of-use asset. Such lease payments are recognised as an expense in the period in
which they arise and included on the Other external expenses line in the consolidated income statement.
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Foreign currency

Items that are included in the financial statements from the various units in the Group are recognised in the
currency used in the primary economic environment where the respective unit operates (functional currency).
In preparing the consolidated accounts, assets and liabilities in foreign subsidiaries are translated into SEK,
which is the Parent Company’s functional currency and reporting currency, at the closing-day rate. ltems of
income and expenditure are translated using the average exchange rate for the period, unless the exchange
rate fluctuated substantially during the period when the exchange rate on the transaction date is instead
used. Any translation differences arising are recognised in other comprehensive income and accumulated in
translation reserve in equity. On the disposal of a foreign subsidiary, such translation differences are
recognised in profit or loss as part of capital gain/loss.

Transactions in foreign currency are translated to the functional currency in the Parent Company at the
exchange rates prevailing on the transaction date. Monetary items in foreign currencies are translated at the
closing-day rate on each balance sheet date Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rate at the date fair value was determined. Non-monetary items
measured at historical cost in a foreign currency are not translated.

Currency differences are recognised in profit or loss for the period in which they arise with the exception of
items when hedge accounting is applied.

Borrowing costs

Borrowing costs that are directly related to purchases, development or production of an asset that
necessarily takes a substantial period of time to complete for its intended use or sale, are included in the
asset’s cost, until the asset is completed for its intended use or sale. Interest income from the temporary
investment of borrowed funds for the asset described above are deducted from the borrowing costs that may
not be included in the asset’s cost.

Other borrowing costs are recognised in profit or loss in the period in which they arise.

Government grants

Government grants are financial grants from government or supranational bodies received in exchange for
the fulfilment of certain specified conditions by the Group. The financial grants are recognised in the financial
statements when there is reasonable assurance that the conditions will be met and the grants received. Due
to the COVID-19 pandemic, Stronghold has received reorientation support and furlough support. The
reorientation support received is recognised as other income in profit or loss. The furlough support received
is recognised in profit or loss as a reduction in related personnel costs.

Employee benefits

Remuneration of employees, in the form of salaries, bonuses, paid holiday, paid sick leave and pensions is
recognised as it is earned. Pensions and other post-employment benefits are classified as defined-
contribution or defined-benefit pension plans. The Group has a defined-benefit pension plan consisting of the
ITP plan. The ITP plan is a plan covering several employers and ensured by insurance in Alecta. Since
Alecta cannot provide sufficient information to allow the Group to report this as defined-benefit, it is reported
as defined-contribution.
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Defined-contribution pension plans
In the case of defined-contribution plans the company pays a fixed fee to a separate, independent legal

entity and is not obligated to pay further fees. The Group’s earnings are charged for the costs as the benefits
are earned, which usually coincides with the time when premiums are paid.

Severance pay
Severance pay is paid when employment is terminated before the normal age of retirement or when the

employee accepts voluntary redundancy in exchange for such remuneration. The Group recognises
severance pay when it is demonstrably obligated either to terminate employment according to a detailed
formal plan without any option for recall or to provide compensation in a case of termination of employment
as a result of an offer made to encourage voluntary resignation from employment. Benefits that are due more
than 12 months from the balance sheet date are discounted to current value.

Related party transactions
Related party relates to both legal and natural persons:

— all companies in the Stronghold Group

— Board members and executive management

— close family members of Board members and executive management
— companies controlled by Board members or executive management
— shareholders who control more than 10 percent of shares or votes

Taxes
The tax expense comprises the total of current and deferred tax.

Current tax
Current tax is calculated on taxable profit for the period. Taxable profit differs from recognised profit in profit

or loss as this has been adjusted for non-taxable income and non-deductible expenses and for income and
costs that are taxable or tax deductible in other periods. The Group’s current tax liability is calculated
according to tax rates decided or announced at the balance sheet date.

Deferred tax
Deferred tax is reported on all temporary differences between the carrying amount of assets and liabilities in

the financial statements and the taxable value used in calculating taxable earnings. Deferred tax is reported
using the balance sheet method. Deferred tax liabilities are reported in principle for all taxable temporary
differences, and deferred tax assets are essentially reported for all deductible temporary differences to the
extent it is likely that the amount can be utilised against future taxable surplus. Deferred tax liabilities and tax
assets are not recognised when the temporary difference is due to goodwill or if it arises from initial
recognition of an asset or liability in a transaction (other than a business combination) that at the time of the
transaction affects neither recognised profit nor taxable profit or loss.

Deferred tax liabilities are recognised for taxable temporary differences related to investments in
subsidiaries, except in cases when the Group can control the timing of the reversal of the temporary
difference and it is considered probable that such a reversal will not be made in the foreseeable future.
Deferred tax assets attributable to deductible temporary differences pertaining to such investments are
recognised only to the extent it is likely that the amount can be utilised against future taxable surplus and it is
probable that such utilisation will be made in the foreseeable future.
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The carrying amount of deferred tax assets is reviewed at every balance sheet date and reduced to the
extent that which it is no longer likely that sufficient taxable surpluses will be available to be used, partially or
entirely, to offset the deferred tax asset.

Deferred tax is calculated in accordance with the tax rates expected to apply for the period when the asset is
recovered or the liabilities are settled, based on the tax rates (and tax laws) adopted or announced at the
balance sheet date.

Deferred tax assets and tax liabilities are offset when they relate to income tax charged by the same public
authority and when the Group intends to settle the tax in a net amount.

Current and deferred tax for the period
Current and deferred tax are reported as an expense or income in profit or loss, except when the tax is

attributable to transactions that are recognised in other comprehensive income or directly in equity. In such
cases, the tax is also recognised in other comprehensive income or directly in equity. For current and
deferred tax arising from the recognition of business combinations, the tax effect is reported in the
acquisition analysis.

Tangible assets
Tangible assets are recognised at cost less accumulated depreciation and any impairment.

Cost comprises the purchase price, expenditure that is directly attributable to the asset to bring it to its place
of use and prepare it for use as well as estimated expenditure for dismantling and removal of the asset and
restoration of the site. Subsequent costs are only included in the asset or recognised as a separate asset,
when it is probable that future economic benefits associated with the item will flow to the Group and the cost
of the item can be reliably calculated. All other costs for repairs and maintenance and subsequent costs are
recognised in profit or loss for the period in which they arise.

Depreciation of tangible assets is expensed so the value of the asset, less estimated residual values at the
end of the useful life, are depreciated straight-line over their estimated useful life which are estimated at:

Equipment 5 years
Leasehold improvements 3-6 years
Right-of-use assets 3-8 years

Equipment of lesser value is expensed immediately at the time of purchase, as are computers, which are
considered to have limited service lives. Estimated total useful lives, residual values and depreciation
methods are reviewed not later than the end of each financial period, the effect of any changes in
judgements are recognised prospectively.

The carrying amount of a tangible asset is derecognised from the statement of financial position when it is
disposed of or divested, or when no future financial benefits are expected from the use or
disposal/divestment of the asset. The profit or loss that arises when the asset is disposed of or divested,
comprises the different between any proceeds from the divestment and its carrying amount, is recognised in
profit or loss in the period in which the asset is derecognised from the statement of financial position.

Intangible assets
Separately acquired intangible assets
Intangible assets with determinable useful lives acquired separately are recognised at cost less accumulated
depreciation and any accumulated impairment. Assets are amortised on a straight-line basis over their
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estimated useful lives. Intangible assets consist mainly of customer relationships that are amortised over 2—
20 years and software that is amortised over 3-5 years. Estimated total useful lives and amortisation
methods are reviewed not later than the end of each financial year, the effect of any changes in judgements
are recognised prospectively.

Any cloud services that are classified as Software-as-a-Service (SaaS) are not capitalised in the balance
sheet. No software licenses or rights to take possession of the software are received in contracts of this type.
The software usually remains on the seller’s hardware, and the buyer accesses the software only via an
Internet connection. Control over an SaaS system is not obtained, and the agreement only grants the right to
access the supplier’s application during the term of the contract. If the fees for an SaaS system do not meet
the definition of an intangible asset, an assessment should be made of whether the costs can be capitalised
as an advance payment or must be expensed as they arise.

Internally accrued intangible assets: capitalised expenditure for product development
Internally accrued intangible assets arising from the Group’s product development are only recognised if the

following conditions are met:

« It is technically feasible to complete the intangible asset and utilise or sell it,

* The company intends to complete the intangible asset and utilise or sell it,

 There are prerequisites in place to utilise or sell the intangible asset,

» The company can demonstrate that the intangible asset will generate probable, future economic benefits,

* There is adequate technical, economic and other resources are available to complete the development and
to utilise or sell the intangible asset and

» The expenditure associated with the intangible asset during its development can be calculated in a reliable
manner.

If it is not possible to report an internally created intangible asset the costs for development are recorded as
expenses in the period in which they occur. After initial recognition, internally accrued intangible assets are
recognised at cost less accumulated amortisation and any accumulated impairment.

The carrying amount of an intangible asset is derecognised from the statement of financial position when it is
disposed of or divested, or when no future financial benefits are expected from the use or
disposal/divestment of the asset. The profit or loss that arises when the asset is disposed of or divested is
recognised in profit or loss in the period in which the asset is derecognised from the statement of financial
position.

Impairment of tangible and intangible assets excluding goodwill

On every balance sheet date, the Group analyses the carrying amount of tangible and intangible assets to
determine whether there are any indications that the value of these items has declined. Where this is the
case, the asset’s recoverable amount is calculated to establish the value of any impairment. When it is not
possible to measure the recoverable amount for an individual asset, the Group calculates the recoverable
amount of the cash-generating unit to which the asset belongs.

Intangible assets with indefinite useful lives and intangible assets that are not yet available for use are tested
for impairment annually or when there is an indication of a decline in value.

The recoverable amount is the higher of fair value less selling expenses and value in use. When calculating
the value in use, the estimated future cash flow is discounted to present value using a discount rate that is a
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pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the
asset.

If the recoverable amount of an asset (or cash-generating unit) is set to a lower value that the carrying
amount, the carrying amount of the asset (or the cash-generating unit) is impaired to the recoverable
amount. Impairment is immediately expensed in profit or loss.

When impairment is reversed, the asset’s (the cash-generating unit’s) carrying amount increases to the
remeasured recoverable amount, but the increased carrying amount may not exceed the carrying amount
that would have been determined if no impairment had taken place of the asset (or the cash-generating unit)
in previous years. The reversal of an impairment is recognised directly in profit or loss.

Financial Instruments

A financial asset or financial liability is recognised in the balance sheet when the Group becomes a party to
the instrument’s contractual terms. A financial asset or portion of a financial asset is derecognised from the
balance sheet when the rights in the agreement are realised, expire or the company loses control over it. A
financial liability or portion of a financial liability is derecognised from the balance sheet when the contractual
obligation is discharged or otherwise extinguished.

Classification and measurement
On each balance sheet date, expected credit losses on a financial asset or group of financial assets are

calculated.

Financial assets are classified based on the business model used to manage the asset and the asset’s cash
flow characteristics. If the financial asset is being held as part of a business model, the goal of which is to
collect contractual cash flows (hold to collect) and the contracted terms for the financial asset give rise at
fixed points in time to cash flows that comprise solely payments of principal and interest on the principal
outstanding, the asset is recognised at amortised cost.

If the business model's goal is instead achieved by both collecting contractual cash flows and selling
financial assets (hold to collect and sell) and the contracted terms for the financial asset give rise at fixed
points in time to cash flows that comprise solely payments of principal and interest on the principal
outstanding, the asset is measured at fair value through other comprehensive income.

All other business models (other) when the aim is speculation, held for trading or where the cash flow
characteristic excludes other business models, are measured at fair value through profit or loss.

Financial assets and financial liabilities that in subsequent reporting are not measured at fair value through
profit or loss, are initially measured at fair value with added or deducted transaction costs. Financial assets
and financial liabilities that in subsequent reporting are measured at fair value through profit or loss, are
initially measured at fair value. Financial instruments are subsequently recognised at their amortised cost or
fair value depending on the initial classification.

On initial recognition, a financial asset or financial liability is classified in one of the following categories:

Financial assets
— Amortised cost

— Fair value through other comprehensive income
— Fair value through profit or loss
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Financial liabilities
— Fair value through profit or loss

— Amortised cost

Fair value of financial instruments
The fair value of financial assets and financial liabilities is decided as follows:

« The fair value of financial assets and liabilities is determined on the basis of valuation models that use other
observable data for the asset or liability, such as listed prices for similar assets and liabilities and other data
that may be used as a basis for price assessment, such as market rate and yield curves.

« The fair value of financial assets and liabilities is determined on the basis of valuation models when
significant inputs are based on unobservable data.

The carrying amounts for all financial assets and liabilities are considered reasonable approximations of their
fair value, unless otherwise specified in subsequent notes.

Amortised cost
Amortised cost relates to the initial amount of the asset or liability less repayments, additions or deductions

for accumulated allocations in accordance with the effective interest method of the initial difference between
received/paid amounts and the amount to pay/receive on the due date and less impairment.

The effective interest rate is the rate used when discounting all expected cash flow over the expected
duration to result in the initial carrying amount of the financial asset or the financial liability.

Offsetting financial assets and liabilities
Financial assets and liabilities are offset and recognised at a net amount in the balance sheet when there is

a legally enforceable right to offset and when there is an intention to settle the items on a net basis, or to
realise the asset and settle the liability simultaneously.

Cash and cash equivalents

Cash and cash equivalents include cash funds and bank balances as well as other current liquid investments
that can easily be converted into cash and are subject to an insignificant risk of change in value. To qualify
for classification as cash and cash equivalents, the duration may not exceed three months from the date of
acquisition. Cash funds and bank balances are classified as financial assets measured at amortised cost.
Since bank deposits are payable on demand, amortised cost corresponds to the nominal value. Current
investments are classified as financial assets measured at amortised cost. Like bank funds, amortised cost is
considered to be matched by a nominal amount. The Group invests its surplus liquidity periodically in fixed-
interest accounts with a maturity period of three months. The investment is in line with the financial policy
adopted by the Board.

It was not considered of material importance to report a loss allowance for expected credit losses regarding
cash and cash equivalents.

Accounts receivables
Accounts receivables are measured at amortised cost. Since the expected maturity of an account receivable

is short, a nominal value without discounting is recognised. Deduction is made for bad debts arising from an
individual assessment of the receivable. In addition, a collective assessment is carried out of the expected
credit risk based on further impairment losses. Impairment of accounts receivable is recognised in operating
exp