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Vasakronanin

VASAKRONAN'S ASSIGNMENT

isto generate a high, risk-weighted return for our
owners the First, Second, Third and Fourth Swedish
National Pension Funds, though never at the expense
of the environment and people. A return that will
benefit Sweden’s current and future pensioners.

HOW WE CREATE VALUE

To accomplish our assignment, we must create value
inthe business. This is achieved through good
property management and development, and
supplemented by active transactions. Our strategies
build onour having attractive properties, being a
good landlord and attracting the best employees.
Moreover, sustainability is in focus throughout our
operations.
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OUR AMBITION IS TO BE SWEDEN'S
LEADING PROPERTY COMPANY

Vasakronan is Sweden’s largest property company with a portfolio
comprising 174 properties with a total area of 2.4 million sg. m. OU R VlSlON |S
to create future-proof

We own, manage and develop centrally located office and retail
properties in Stockholm, Gothenburg, Malmé and Uppsala. The
majority of the portfolio is located in Stockholm.

cities for everyone,
where people and

companies thrive.
The market value of our property portfolio amounts to

approximately SEK 139 billion.

The number of employees is 309.

WE WILL ACHIEVE THIS BY:

e Generating a high total yield, that should also
exceed that of the industry in general. @ UPPSALA

e Beingthe preferred choice for tenants looking . STOCKHOLM
for office or retail premises.

e Beingperceived as the most attractive

employer inthe industry. ‘ GOTHENBURG

e Assuming social responsibility and striving
for long-term sustainable development.

. MALMO




Property valuesincrease
due torising market rents
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The value of the property portfolio Profit after tax amounted to

increased 8.5% and totalled SEK 139 SEK 12,902 million (9,269).

billion.

Contracted rent Contracted rent

by geographic market by property type

‘ B Stockholm, 63% m Offices, 73%

= Gothenburg, 18% M Retail, 19%
= Oresund, 11% mOther, 8%

Uppsala, 8%

Vasakronan in brief

SEKm 2018 2017
Rental revenue 6,718 6,490
Net operatingincome 4,869 4,678
Profit before value changes and tax 3,884 3413
Netinterest -1,043 -1,165
Change in property values 10,651 7,973
Change invalue of financial instruments 13 468
Profit for the year 12,902 9269
Market value of property, SEK bn 139 127
Contracted rent, SEKm 6,854 6,638
Occupancy rate, % 93.1 93.1
Interest coverage ratio, multiple 4.7 3.9
Loan-to-value ratio, % 41 43
Number of properties 174 177
Area, thousand sq. m. 2,372 2,430
Environmental certification, % 85 84
Energy consumption, kWh/sq. m. 103 100
Number of employees 309 349

Vasakronan's ambition is to run its entire business in a sustainable manner. Consequently, reporting of our sustainability
agenda has been integrated into the company’s annual report. A summary of how we govern, set targets and follow up our
significant sustainability topics ison pages 112-126.
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e Aseven-year leaseis signed with Save the
Children at Alviks Strand for 4,400 sg. m.

The second stage of the redevelopment
and extension of the Strand in Solna begins

Vasakronan relinquishes Primus on

Lilla Essingen in Stockholm to one of Oscar
Properties and Starwood Capital’s jointly
owned companies

The leases with the Swedish Medical
Products Agency at Uppsala Science Park
are extended for atotal of 19,000 sqg. m.

The fully let Fenixhuset in central Uppsala
isacquired at a property value of SEK 284
million

Vasakronan obtains a public rating from
Moody’s with the score A3, stable outlook,
thus opening up new funding opportunities
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SIGNIFICANTEVENTSIN 2018

The annual Global Real Estate Sustainabil-
ity Benchmark, GRESB, ranks Vasakronan
as the most sustainable property company
in Europe within the office segment

Vasakronanissues the world’s first green
commercial paper

The Garda 18:23 and Garda 18:24 proper-
tiesin Gothenburg are valued at over SEK
1,000 million as part of the divestment to
Platzer

Aseven-year lease is signed with XXL
at Triangeln in Malmo, thus bringing the
occupancy rate to 95%

Six-year lease is signed with the Swedish
Council for Higher Education, UHR, for
6,6005sq.m.inthe Strand block in Solna

RealEstateCore, the digital language
Vasakronan helped to develop, wins the
“Arets framtidsforetag 2018” (Future
Company of the Year 2018) award




STATEMENT BY THE CEO

Best results ever

Rising rental revenue and the continued steady increase in property values laid
the foundations for our best results ever. At the same time, conditions within
the office and retail markets changed at an ever-accelerating pace. In 2020, we
will meet the needs of our customers by way of our own co-working concept -
Vasakronan Arena, explains Fredrik Wirdenius, CEO of Vasakronan.

2018 was another year with a strong economy, a robust labour
market and high demand for office premises in attractive,
central locations. What does this mean for Vasakronan?
“Market rents have continued torise. In absolute prime loca-
tionsin central Stockholm, individual contracts have been
signed for as high as SEK 10,000 per square metre for modern
office premises. High market rents have in turndriven up
property values which, combined with growing rental reve-
nue, means we have posted our highest profits ever: SEK 12.9
billion. After nine consecutive years of rising property values,
the value of our portfolio has now reached SEK 139 billion.”

You mentioned the strong rental trend in central Stockholm.
What is the situation in other sub-markets?

“In general, rents have trended positively in most of our sub-
markets. Some Stockholm suburbs have even performed
extremely well. In Solna, we rented offices to the Swedish
Council for Higher Education inthe newly remodelled Strand
block during the year, and after the end of the financial year,
the Swedish Tax Agency signed a lease for the Nya Kronan
block in neighbouring Sundbyberg, which consists of both
newly built and renovated properties.”

“Therental trend was also positive in Gothenburg, while in
Malma, the major addition of new office premises contributed
torent levels remaining constant. In Uppsala, where our ten-
ants are generally less sensitive to economic changes as they
include government agencies, universities and pharmaceuti-
cal companies, the rental market remains stable.”

So another successful year for Vasakronan, it seems.

But also one that entailed major changes and challenges,
wouldn’t you say?

“Yes, absolutely! Several major and parallel trends are influ-
encingevery part of society and thus the property sector and
us, too. Essentially, it is digitisation that has radically changed
both how we work and how we make purchases. The rapid

rate of change has led to companies having to be flexible and to
adapt quickly to new circumstances and patterns of demand.
This entails customers no longer requesting offices with long
leases, rather new types of offices that can be quickly adapted
to higher or lower numbers of employees and new forms of
collaboration.”

“Inthe same way, the enormous growth of e-commerce has
totally changed the preconditions for stores and shopping
centres. All of these aspects affect us at Vasakronan and mean
we have to consistently reassess and renew our offering.”

What are the strongest drivers in the office rental market?
“Office tenants are continuing to demand ever-smaller spaces.
This trend is becoming more pronounced and we have seen
examples where office space has been cut by half following the
renegotiation of alease. Meanwhile, the location of premises
is growinginimportance. Competition for labour hasintensi-
fied during this extended economic boom and modern prem-
isesin central locations have become increasingly important
interms of attracting the most sought-after employees.”

“However, despite the fact that rent levels calculated per
square metre have increased for several years in arow, many
tenants currently have alower rent per employee thanks to
efficient use of space and smart IT solutions. The winnersin
this market are property owners who, like Vasakronan, are
able to offer effective premises in the best locations and thus
extract rents at profitable levels.”

Tenants are also requesting greater flexibility.

How is Vasakronan satisfying that wish?

“When it comes to developing office environmentsinsucha
way that they can serve as atool and stimulate greater produc-
tivity, target fulfilment, health and well-being, we have long
been at the forefront. We were pioneers in designing activity-
based offices, while afew years ago we introduced the highly-
rated “Smart &klart” concept, which offers tenants the

VASAKRONAN ANNUAL REPORT 2018






STATEMENT BY THE CEO

“We are now taking the next step and adding yet another
customer offering that renders us more interesting
and relevant to the rental market - Vasakronan Arena”

opportunity to move into completed and fully furnished office
premises at very short notice.”

“We are now taking the next step and adding yet another
customer offering that renders us more interesting and rele-
vant to the rental market. The new “Vasakronan Arena” con-
cept offers our tenants a co-working alternative using our
unigue method. Based onour large customer base, the best
locations, our far-reaching sustainability approach and our
experience of developing offices, we are able to offer a
co-working concept that places the focus on efficiency and
productivity. IT, ergonomics, ventilation and environment -
all of these aspects will maintain the highest standards.”

“Thanks to our size, we are able to combine traditional
office rentals, Smart & klart and co-working in away that most
of our competitors are unable to. The full range of products
will enable the different rental types to support each other
and our customers will have the opportunity to move
between our local offerings over time.”

When and where will you initially offer

the Vasakronan Arena concept?

“We are not going to launch Vasakronan Arena to great fanfare;
we willinstead introduce it gradually into all of our markets.
One of the first properties to be furnished with the Arena
concept will be the new Sergelhuset in the middle of Stockholm
City, whichwill be completed in 2020. The new Arena office
will become a neighbour of our own head office, which will be
moving into Sergelhuset next year.”

“At Vasakronan we have a tradition of moving our head
office to newly remodelled properties and using our own
office as anexample and inspiration to our tenants when
designing their new office premises. In line with this, we will be
collocating our office with the new Arena office. We envisage
that we too will be able to take advantage of the co-working
opportunities if we need to expand or want to create an adja-
cent space for our partners.”

Is Sergelhuset currently the largest development project?
“Yes, together with other new-build and renovation projects
inthe area surrounding Sergels torg. Our assessment is that
thereisstill alack of modern and efficient office premises,
particularly in Stockholm but also in Gothenburg and Uppsala.
Thisiswhy we are stepping up investments in project develop-
ment and will have project volumes totalling some SEK 4 billion
peryearinthe near future.”

“The renovation projects in central Stockholm also represent

FREDRIKWIRDENIUS, CEO OF VASAKRONAN

important progressinrelation to our sustainability efforts.
Ourview s that there is enormous potential for greater sus-
tainability in how work is undertaken on new construction
and redevelopment of properties. When renovating Sergel-
huset, we actively sought to exploit and reuse old materials
and building elements, such as windows and doors. We also
refined our planning in conjunction with the contractorsin
order to manage the often extensive waste that occurs during
new-build projects. Lastly, we also ensured that all transport
toand from our construction sites around Sergels torg are
fossil-free.”

What is the next stage of your sustainability efforts?
“We feel that the way to create an even more sustainable
property sector is to develop building methods and, above all,
building materials that have lessimpact on the climate. One
such climate-friendly building material we have in excess in
this countryis wood. Wood has become increasingly common
inthe construction of multi-family dwellings over the past
decade, and inthe coming years wooden frames will also
begin making an appearance in office and retail properties.”
“When we begin the construction of the new Magasin X
propertyin Uppsala later this year, it will be one of Sweden’s
largest office properties with aframe made entirely of wood.
Magasin Xwill have a clear sustainability profile and will be
environmentally certified in line with LEED to the highest
rating: Platinum.”

Will rapid technological developments also

contribute to a more sustainable property sector?

“Definitely. That said, rapid technological developments will
not just affect the sector from a sustainability perspective,

it will change the entire business through and through. The
new digital RealEstateCore “language” means all the different
technicalinstallations ina property can communicate with
each other for the very first time. This will enable people to
manage and optimise the systems governing ventilation, heat-
ing and lighting, for example, so they can improve the indoor
climate while also saving energy.”

What opportunities will be created by this new digital language?
“When combined with artificial intelligence, or Al, RealEstate-
Corewill lead to alarge share of property monitoring being
done automatically, without the need for property technicians.
Using knowledge about how many people arein a property
and where they are within it, it would, for example, be possible

VASAKRONAN ANNUAL REPORT 2018



to adjust access tofacilities such as toilets and thus reduce the
need for cleaning and maintenance. Over the next few years,
we expect RealEstateCore to create the conditions for arange
of new technical applications that both we and our customers
will find highly beneficial.”

“The development of RealEstateCore, which was done
in collaborationwith other playersin the sector, has given
Vasakronan a prominent position within technological devel-
opmentsinthe property world. Itisinour nature to be curi-
ous about and want to exploit the newest developments -
not leastinorder torecruit and retain skilled employees. Our
experience is that many people want towork at acompany at
the forefront of developments and where new things are
happening all the time.”

Nine years have passed since Vasakronan signed the first

green lease. Are you still the leading property company in

the field of sustainability?

“Since we and CGI - known then as Logica - signed the first
green lease for their office in Nacka Strand just outside Stock-
holm, many other property companies have followed in our
footsteps. Despite this, | feel that we have maintained our lead
inrelationtodirecting the property sector in a sustainable
direction over the long term.”

“85% of our properties were environmentally certified by
the end of 2018, and during the year Vasakronan'’s climate
targets were approved by the Science Based Targets Initiative
- acollaborationinvolving the United Nations Global Compact,
among others. Science Based Targetsis a scientific method of
ensuring that approved companies have climate targetsinline
with the Paris agreement’s aim to limit global warming to two
degrees Celsius. Vasakronan was also named Europe’s most
sustainable office company and the ninth most sustainable
inthe world inthe eminent international Global Real Estate
Sustainability Benchmark, or GRESB.”

“During the year we revised and broadened our frame-
work for green financing and supplemented our bond pro-
gramme with green commercial paper. For the very first time,
Vasakronan also obtained arating from the credit rating
agency Moody’s, thus giving us access to sources of financing
fromacross the globe. This creates the conditions for more
cost-effective borrowing with longer tenors, as well as financ-
ing that helps us reach our goal of achieving entirely green
borrowinginthelongterm.”

You noted earlier how the growth of e-commerce
has affected stores. What does this entail for Vasakronan?
“The extensive structural overhaul of the retail sector con-
tinued unabated in 2018. The market share of e-commerce
increased while internet-based sales became established
within new product areas. This has led to some stores being
knocked out, while many others have reduced the size of their
salesareas.”

“For Vasakronan, which has a large share of retail premises,
this intensified competition from e-commerce poses a major
challenge. Over the past few years and in collaboration with
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shoppers, we have tested various options to strengthen

the attractiveness of stores and commercial districts. Sédra
Forstadsgatanin Malmé and Vallgatan in Gothenburg are
successful examples of places where we have created an inter-
esting mix of different stores, brands, eateries and experiences
that attract many visitors and customers. Another example

is Hamngatan in Stockholm, where Vasakronan created an
attractive street full of stores with arange of strong interna-
tional brands such as Uniglo, Starbucks and Victoria’s Secret.”

Why is Uniglo’s establishment
in Stockholm particularly significant?
“The Japanese fashion brand Uniglo opened a flagship store
inthe autumnin Sverigehuset. This establishment shows that
it has become increasingly important for companies that use
the internet as their primary sales channel to also meet their
customers in physical stores. Over the past few years, an
increasing number of Swedes have bought clothes from Uniglo
online, and the company decided it was time to establish a
physical presence in Sweden too. To date, the opening has
exceeded the company’s expectations by a long way.”
“Theentire area around Sergels torgin central Stockholm
will receive areal boost over the comingyears. This very year
we beganwork on anupgrade to Sergelgatanandin 2020,
Sergelhuset and the surrounding properties will be ready for
occupancy, while Urban Escape on the other side of Hamn-
gatanwill be completed and the esteemed NK department
store will be given afacelift. Arange of new restaurants and
stores with strong brands will be opened to attract visitors
tostreets that have previously not been known as entertain-
ment, eating or shopping areas. The major investments of the
last few yearswill have an effect and many global chains are
showingincreasing interest in Stockholm, which alsohas a
strong standing internationally.”

What are your expectations as we enter 2019?

“The outlook remains bright. However, sooner or later the
economy will dip, and we know from experience that the next
downturnwill not take the same shape as the previous ones.
That said, we are well equipped for the future - in all sub-
markets andinterms of both retail and office premises.”

“Our properties are “survivors” that never have high
vacancy rates, even during an economic downturn. We have
reliable, long-term customers, of whom many are government
agencies or companies less exposed to economic fluctuations.
Over the past few years we have gradually reduced our sensi-
tivity in terms of financing by moving over to borrowing with
longer tenors. Allinall, our assessment is that we are as ready
aswe canbe.”

Stockholm, March 2019

Fredrik Wirdenius
Chief Executive Officer
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STAKEHOLDERS

Read more on pages 112-113

OUR ASSIGNMENT

High return
&
sustainable business

OUR OPERATIONS

Property management e Development e Transactions

Read more on pages 16-26

OUR VALUES

Openness binds us together e Enthusiasm drives us forward
We get things done e Fair and honest e A holistic approach

Read more on page 19
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Future-proof cities

FOR EVERYONE, WHERE PEOPLE AND
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MARKET AND TRENDS

Increasingly rapid
rate of change

Our operating environment is changing at an increasingly rapid
rate, creating both opportunities and challenges. By gaining an
understanding of trends and underlying drivers, we can develop
our business and satisfy emerging needs.

Understanding which trends will affect us
over the comingyears is of utmost impor-
tanceif we are to develop the businessin
the right way and focus on the right aspects.
Competitive intelligence is a continuous and
integrated part of Vasakronan’s business,

as are efforts to constantly challenge and
develop the organisation. Vasakronan’s aim
istoadopt therole of leader interms of tack-
ling the changes affecting the sector.

There are primarily three trends currently
affecting the property market: digitisation,
expanding e-commerce and new patterns
of demand for offices. Parallel to these three
aspects, the sector — along with society as
awhole - isalso affected by a greater focus
onsustainability topics, first and foremost
drivenby theincreasingly obvious effects
of ongoing climate change.

Increasing interest in healthissues, not
least how employees’ healthis affected by
workplace conditions and environment, is
also having a greater influence on how prop-
erty companies plan premises and their
surrounding urban environments. Allinall,
this rapid development within several differ-
ent areas means the property sector has an
acute need to bring new skills into the mix.
Over the coming years, property companies
will need to recruit new employees who have
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both digital and behavioural skills, while also
ensuring that existing employees develop
their skill sets.

A broad sustainability perspective
Increasing awareness of the risks linked to
ongoing climate change has led to the prop-
erty sector taking measures in arange of
areas toreduce the sector’s negative impact
ontheenvironment. Over the past few years,
a greater number of property companies
have realised the importance of adapting
their businesses in away that reduces their
carbonfootprint. The commercial grounds
forensuring this green transition have also
gradually become clearer. A growing number
of companies and authorities are demanding
environmental certification and the chance
toadd green-related services when selecting
alandlord; adevelopment that will likely
gather pace over the next few years.

The property sector accounts for almost
40% of society’s energy consumption. Itis
therefore natural that the property sector’s
focus would be onreducing energy consump-
tion and solely using renewable energy
sources. Active efforts relating to heating,
ventilation and insulation have already led to
major reductions inemissions, and as more
and more older buildings are replaced with

newly built, climate-smart properties, the
carbonimpact will fall even further. The
installation of solar photovoltaic panels has so
far played asmall but growing role in climate
initiatives, as these reduce properties’ needs
for externally transmitted energy.

Eventenyears ago, Vasakronan identified
the need to move its businessinamore envi-
ronmentally friendly direction. By way of
various measures to enhance energy effi-
ciency and atransitiontorenewable energy
sources, Vasakronan has reduced its direct
GHG emissions by some 98% since 2006.
Thisreductioninenergy consumptionhas
alsoled to considerable improvementsin net
operatingincome and increased property
values.

Inlate 2018, Vasakronan’s climate targets
were analysed and approved by the Science
Based Targets Initiative. This approval testi-
fies that the company’s climate targets are
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enough to achieve the goal of the Paris climate
agreement to keep the average global tem-
peraturerise well below 2 degrees Celsius.
During the year the company was also
ranked the most sustainable office company
in Europe as well as number nine globally by
the Global Real Estate Sustainability Bench-
mark,or GRESB.

Selection of building

materials increasingly vital

As CO, emissions from energy consumption
at properties have fallen, interest has turned
to other parts of the business that have
amajorimpact onthe environment and cli-
mate. One such areais waste management.
Thisinvolves both the receiving and trans-
porting of waste produced by tenants’ day-
to-day operations, such as the large amounts
of waste created during new construction,
demolition and redevelopment. Vasakronan

VASAKRONAN ANNUAL REPORT 2018

For companies whose most important
sales channel is e-commerce, it has become
increasingly important to also meet their
customers in physical stores. In the autumn
fashion brand Uniglo opened a flagship
store in Sverigehuset in Stockholm.

takes active steps to reduce the amount of
waste in society by supportingitstenantsin
their own aims toreduce their waste, sort
and recycle materials and, as far as possible,
reuse furniture and other equipment. In
terms of major redevelopment and new
construction projects, Vasakronan attempts
toreuse as much material as possible.

Building materials are often made from
non-renewable raw materials, and their pro-
ductionis often energy-intensive and leads
to high levels of CO, emissions. Animportant
part of our climate effortsis thus to shift as
far as possible over to building materials
produced from renewable or recycled raw
materials. Wood, arenewable and climate-
smart building material, is being used increas-
ingly in construction. The planned Magasin X
office property in central Uppsalawill be
Vasakronan’s first construction project using
awoodenframe.

MARKET AND TRENDS

TRENDS THAT IMPACT
VASAKRONAN'’S BUSINESS

Climate change

Perhaps the most vital and all-encom-
passingissue inour futureis climate
change. The challenges posed by climate
change affect our business model and
the way we assess our operationsin
arange of different ways.

Flexibility, simplicity and freedom

In rapidly changing times, customers
demand the ability to prioritise their
own challenges and operations. These
needs can vary quickly over time and
the need for service and other comple-
mentary services has increased. Cus-
tomers are thus increasingly request-
ing flexibility, simplicity and freedom

in their rental conditions.

Health andill health

Interest in health and the significance
of aproperty onemployees’ healthis
increasing among our customers. This
issue of health has a majorimpact on
how we design offices and retail stores,
as well as on how we design the sur-
rounding urban environment.

Technological developments
Technology is plying anincreasing role
inour daily lives and is creating entirely
new opportunities and challenges for
all property sector participants. We
must be at the forefront of these devel-
opments and have the right expertise to
take advantage of trends in asmartway.

Changes incommerce

E-commerce s altering the conditions
for the retail sector as awhole. It also
places requirements on us to support
retail companies in renovating their
stores and making shopping centres
and commercial streets attractive to
more customers. We also need to
develop new and interesting uses for
freed-up floor spaceinstores.

Displacement of skills

More and more work assignments are
being automated and new assignments
entail requirements for new skills.
Employees with new skills need to be
recruited while existing employees’
skills require further development.

11



FLEXIBILITY AND SERVICE

Flexi-
bility and

service

"The number of workplaces
required can vary wildly over
time and demands for service
and related services have

increased.”

Major growth in co-working

Oneareainwhich changes have occurred
rapidly is the demand from tenants for office
premises. The main trend of the past decade
- that customers are demanding modern
premises that make efficient use of space,
have good IT infrastructure and are centrally
located - is definitely holding firm. At the
same time, however, demand for greater
flexibility, simplicity and awider range of
services has also grown. The number of
workplaces required canvary wildly over
time and demands for service and related
services have increased. This trendis being
driven by small companies, start-ups and
freelance groups as well as larger organisa-
tions that areincreasingly less inclined to
planinthe long-termway a multi-year lease
requires themto. Co-working has largely
beenseenas the response to this shifting
demand, that is, a tenant sharing premises
with other companies. Instead of anormal
lease for a specific premises, they sign up for
akind of membership that offers accesstoa
number of workplaces, meeting rooms and
arange of related services. This co-working
trend has seen explosive growthinjust afew
shortyears, and in Stockholm there is cur-
rently atotal of 200,000 square metres of
co-working offices, according to areport
from the Swedish Property Federation.
This trend has not progressed as quickly in
Gothenburgand Malmé, but the establish-
ment of new co-working companiesis under
way in these cities too.

Until now, co-working workplaces were
largely supplied by service companies who
rented premises and then developed the

range of services offered to the end customer.

Thisrapid demand is placing property com-
panies at acrossroads. They can either rent
to such service companies who develop and
offer co-working workplaces, thus missing
outontherental premium that aservice
offering entails, or the property companies

12

candevelop co-working options themselves,
based on their own skills and experience.

Comprehensive office space offering

In 2020, Vasakronan will expand its office
space offering toinclude aproprietary
co-working alternative. This project will use
Vasakronan's extensive experience of inno-
vationinrelation to offices and workplaces,
for example its pioneering work to develop
activity-based offices and the Smart & klart
concept, thatis, fully equipped offices with
everything people need already in place.
Co-workingis not alimited conceptin
Vasakronan's view, rather it forms part of a
comprehensive offering in which traditional
officerentals and Smart &klart represent
the fundamental elements. Vasakronan'’s
overall expertise and extensive range put it
inaposition to offer tenants along-term
partnership inwhichthe proportions of the
different elements canvaryover time. The
offering now being introduced by Vasakronan
- “co-working our way” - builds on extensive
expertiserelating to styles of working and
methods to optimise office environments,
with the aim of contributing to tenants’ pro-
ductivity, health and well-being. Naturally,
Vasakronan should offer top-quality perfor-
mance when it comes to ventilation, ergo-
nomics, ITinfrastructure and other major
aspects of the work environment. This con-
cept, Vasakronan Arena, will initially be intro-
ducedintheredeveloped Sergelhusetin
Stockholm. @

Johanna Skogestig
SVP,CIO

Leases are becoming ever shorter.

Why is this?

“We currently have alabour market in which
companies require the organisation to be
able to change at any moment - a develop-
mentdriven largely by digital technology.
This means many tenants need flexibility
and service from property ownersinorder
to manage their rapid changes. Traditional
leases with long durations and extensive
responsibility placed on tenants for the prem-
ises nolonger match this trend - atrend we
can see in many of Europe’s major cities.”

How are you meeting this trend?
“Toalarge extentitis aquestion of how we
develop our properties, whether existing or
new. For example, we are now creating solu-
tions whereby our tenants have the option
to combine their own office, which they dec-
orate and equip themselves, with fully com-
pleted spaces for which we take full respon-
sibility. From 2020; we will also be offering
spaces or rooms in Vasakronan’s own co-
working arenas. Long leases are stable, it’s
true, but shorter leases and greater mobility
enable us to pinpoint optimal solutions that
benefit both us and our customers.”

How is this trend affecting

Vasakronan'’s property values?

“The winners will be the property compa-
nies who, like us, have a high-quality prop-
erty portfolio with properties in excellent
central locations. Tenantsin these areas are
willing to pay well for flexibility and service.
The effect will be that market rentsin these
types of properties will rise more than
others. Aclear trend is that the differences
inrents and property values have increased
and will likely continue to do so between the
“A”and “B” locations, but also “A” and “B”
properties.”
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“Tougher competition from
e-commerce is forcing city
retailers to find totally new
ways to attract customers.”

Growing competition from e-commerce

The last decade has proved to be revolution-
aryfor the retail sector. E-commerce has
grown rapidly and even captured significant
market sharesin certainretail segments.
Many commentators think this will have
clearly negative consequences for physical
stores, since e-commerce accounts for 15%
or more of total sales. The line has already
been crossedinterms of electronics, fashion
and books, and now e-commerce is making
itslargestincreases in market sharesin areas
such as sport and leisure, DIY and home
decor. The challenges posed by online retail
have had various consequences for physical
stores. Relatively few have been totally out-
competed, but most have had to rejuvenate
and adapt to the new reality.

Property companies with alarge share of
retail premises have also faced challenges
due to these shifting conditions. The hardest
hit have been owners of shopping centres far
removed from city centres, where customers
come by car and where the range of stores is
initself the centre’s main attraction. That said,
storeslining centrally located streets with heavy
footfall have also seen their turnover fall. Many
stores have reduced their floorspace to keep
costs down and compensate for falling reve-
nue. At the same time, several e-commerce
companies have established physical stores
where focus is placed on overall turnover
rather thanthe turnover of the physical store.

Focus on all-round experiences

The past few years have seen awide range
of changes and innovative approaches to
strengthen the competitiveness of physical
retail and differentiate it frome-commerce.
Thedominant trend has been to increase the
proportion of restaurants, fast-food outlets
and cafésinorder to offer visitors an all-
round experience. Other new concepts have
included pop-up stores where retail players
are able to market their goods and services
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for alimited period, as well as showrooms
whereby stores whose main sales channel is
online are able to give customers the oppor-
tunity to see and feel the goods. These cen-
trally located showrooms have also offered
companies that typically sell their products
inretail premises far away from city centres,
for example car dealers and furniture ware-
houses, the chance to get closer to customers.
Major shopping centres and pedestrian areas
close tocity centres with heavy footfall have
enhanced their competitiveness through ambi-
tious investmentsin other types of local ser-
vices, such as food courts, cinemas and gyms.
Thereis everyindication that the rate of
change within the retail sector will continue
toincrease over the coming few years, as
e-commerce continues to gain ground and
expandinto new areas. The number of com-
panies offering experiences is also expected
toincrease, while less attractive retail loca-
tions will be converted into offices, gyms and
premises for other activities where location
is not as crucial. Hybrid premises are another
phenomenon likely to become increasingly
common. These premises bring stores,
restaurants, showrooms, healthcare facilities
and offices together in a single premises, thus
attracting different types of visitor who can
enricheachother’s experience. Closely related
to this are micro department stores where
the property owner is responsible for its
operationand guarantees an exciting mix of
fashion collections, new culinary experiences,
fitness, yoga, hairdressing and more. Some
companieswill be located inthe microdepart-
ment store permanently, while others will be
there temporarily and indifferent formats

Successful collaboration

Vasakronan works continuously to rejuve-
nate the retail sector. For anumber of years,
we have collaborated successfully with other
property owners onthe retail street Sédra

RETAILSECTOR

Jesper Ortengren
Business Development Manager for Retail

Online shoppingis ever increasing and many
see an end to stores. What is your view?
“Competition from e-commerce s of course
achallenge for physical stores. However, we
can also see that stores have the right condi-
tions toretake theirimportant role through
smart combinations of physical presence and
digital offerings. | see anincreasing need for
flagship stores coupled with fewer stores
overall. Two such openings are Uniglo, with
its first Nordic store in Kungstradgardenin
the middle of Stockholm City,and Rum21/
RoyalDesign on Kungsgatan.”

What other openings

do you want to highlight?

“InMalmo we signed leases with XXLand
Icain Triangeln shopping centre, both of
whom make a fine contribution to the whole.
Sodra Forstadsgatan has made good prog-
ress, with all premises now fully let. Another
areathat has performed strongly is Fredstan
in Gothenburg, with Holy Greens, Barry’s
Bootcamp, Boss and Chanel all establishing
themselves there. H&M reopened its rede-
veloped store on Svartbacksgatanin Uppsala
-theonlyoneofitskindin Sweden and a
great additiontothe area.”

During the year anew pop-up concept was
offered to tenants. What does thisinvolve?
“We have a number of permanent pop-up
premises that we refer to as ‘Perm Pop’s’.
Increasingly, brands want visibility in physi-
cal storesincentral locations, and this
enables such exposure for ashort period.
One exciting example is The Fitting Room,
which openedin Nordstanin Gothenburg
for sixweeks. People could try on clothes
and shoes before ordering them online.
Though only 63 square metres, it managed
to hold anextremely large range.”

In your view, how will the retail sector
developinthe future?

“I believe that new brands, combinations
and partnerships will be created. Companies
increasingly want central locations and as prop-
erty companies, we have to meet these new
needs. We can do this by continuing to develop
our offering of shared premises for tenants.”
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DIGITISATION

Forstadsgatanin Malmo, among others.
This close collaboration has led to the cre-
ation of amix of different stores, brands,
eateries and experiences and turned Sédra
Forstadsgatanintoanattractive street
that attracts many visitors. Thanks to con-
sistent development efforts in Gothen-
burg, Vasakronan has turned Vallgatan
into an obvious meeting place for the city’s
residents. High quality restaurants and
cafés,and arange of strong, local brands
has helped build Vallgatan’s trendy status.
The overall experience will be empha-
sised in Sergelstanwhen Vasakronan
redevelops Sergelhuset and upgrades
Sergelgatan. The company plans to create
the optimal composition of attractive
stores, restaurants and other activities.
Stockholm City’s focal point is being
shifted to the area around Sergels torg
and new, interesting locations with high
visitor flows are being created. Former
side streets, such as Master Samuelsgatan
and Malmskillnadsgatan, will be opened
up tobecome light and inviting for pedes-
trianswith a large people flows. @

SandraJonsson
Technical development and Services Manager,
Stockholm and Uppsala

In early 2018 you unveiled a new technical
organisation. Why was this?

“Alotis happeningin our operating environ-
ment. Digital developments within the prop-
erty sector are moving at lightning speed, to
name one aspect. We can also see that our
tenants are beginning to demand advisory
services, for example in relation to technical
issues. In order to take advantage of all these
opportunities, we needed to create an organi-
sation designed to tackle and manage these
changes. It has employees who manage the
organisation as awhole in terms of day-to-day
operations as well as employees whose task is
to pinpoint and test new technologies.”

How well has the organisation worked?
“It always takes a little time before all the
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Common digital language

Rapid digital developments arein the process
of creating entirely new conditions for the
property sector. As more and more functions
within management, operation and mainte-
nance become digitised, opportunities will be
created to enhance efficiency and coordina-
tion. Up until recently, this progress was held
back by the fact that each property’s system
was unique and incompatible with other sys-
tems. Only once the systems governing such
things as heating, ventilation, IT infrastructure
and monitoring are able to communicate with
eachotherinauniform, digital format can

piecesfallinto place, but during the year the
organisation found its feet and is now working
well. Of course, the record heat during the
summer was a major challenge, but the com-
mitment and desire to solve the problems that
arose was enormous. We learnt alot and are
now better equipped if it were ever to happen
again.”

Together with other property owners,
Vasakronan has developed anew common
digital language, RealEstateCore.

What does thisinvolve?

“RealEstateCore gives us an entirely new type
of control over all the data generated by prop-
erties. You could call it adigital language for
properties. Our “ldun” platformisthen able to
receive, store and analyse the data.”

What does this entail for your tenants?

“It will mean we can optimise operations and
make the properties even more energy-effi-
cient and smart, but also that we will be able
to offer and develop new digital services. Right
now a number of pilot projects are under way.
For example, we are testing energy optimisa-
tionusing artificial intelligence, visualisation
and analysis of the indoor climate and visuali-
sation of how premises are used. Inthe long
term, itis matter of creating flexible, efficient
and ever-smarter workplaces.”

“It will be possible to monitor,
manage and optimise the
operation of our properties.”

these coordination benefits be realised.

Together with anumber of other players,
Vasakronanhas taken the lead in terms of this
trend by developing acommon digital lan-
guage. The new language, RealEstateCore,
makes it possible for the properties’ different
systems to communicate with and under-
stand each other. It will be possible to monitor,
manage and optimise the operation of our
properties and thus save energy, create a
better indoor climate or detect faults and
shortcomings early, allowing us to proactively
remedy them. When combined with various
pre-programmed measures, operations can
be managed automatically without property
technicians needing to take any manual action.
RealEstateCore will also create the opportu-
nity in the relatively near future to connect
external suppliers’ digital systems, which will
help ensure more efficient energy supplies,
waste management, property cleaning and
transportationto and froma property.

The development of new digital opportuni-
ties and services withinthe property sector,
known as Property Technology or in short
“PropTech” isstillinitsinfancy. However, many
sector commentators expect PropTechtolead
tochangesinthe property sector as major as
the ones fintech (Financial Technology) caused
for banks, insurance companies and other
financial institutions. In collaboration with
artificial intelligence (Al), RealEstateCore
could create the opportunity to collect informa-
tionthat ranges beyond the walls of anindivid-
ual property. Instant information about the
number of pedestrians walking along a pedes-
trian street could, for example, offer restau-
rants and cafés the chance to adapt their
offering and the amount of food to prepare.
Information about whichitems in the store
window attract the greatest interest could
help astore owner set prices or decide how
goods are presented withinthe store. @
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GOALSAND STRATEGIES

Creating sustainable value
in achanging world

Trends affect strategies

Toensure that Vasakronan lives up to
the assignment set by its owners while
also managing the conditions in the mar-
ket, the Board annually adopts a strate-
gicplan. The planis preceded by an anal-
ysis of the market trends assessed to
have the greatestimpact onthe com-
pany and its operation over a five-year
period. The trends identified in this
year’s strategic plan are described in
more detail on pages 10-14. The direc-
tion the company will pursue over the
coming 1-3yearsis established based
onthis trend analysis. The long-term
directionis managed by five strategies.

Investment

strategy

Customer
strategy

Business planning at every level
Planning, control and follow-up of the
operations are in line with the organisa-
tional structure, with a clear delegation
of responsibilities and authorities. To
make the company’s overall goals and
strategies tangible, business plans are
prepared annually for the units that
answer tothe CEQO.

Thebusiness plan establishes the
unit’s focus areas for the year and is then
brokendown into activities. Allemploy-
eeswithineach unit areinvolvedinthe
production of the business plans, which
leads toincreased commitment and
greater understanding of how each unit
contributes to the company as awhole.
The plans are thenfollowed up regularly
during the year. Business planningis a
dynamic process, which means the
approachtoit differsfromyear toyear
depending on the needs and issues of
that period.

Technology
strategy

Long-term goals

Financial

Atotalyield of at least 6.5% per year (rolling average
over 10years)

Atotalyield of at least 0.5 percentage points higher
thanthe industry

Environment

Our properties are self-sufficient and do not require
any energy to be purchased

We have halved our power requirements

Our business and those of our customers generate no
waste that is unable to be recycled or reused

Our business is climate-neutral

We build our properties using renewable, recycled or
reused materials

Allof our financing is green
Inthe top 10 globally of the GRESB sustainability survey

Social

Employee
strategy

Allemployees act in accordance with our values
and our Code of Conduct

We have a positive work environment free from
negative stress

Discrimination and harassment do not occur at our
workplaces

The design of our properties contributes to the security,
safety and health of those both inside and outside them

Suppliers work in accordance with our Code of Conduct
for suppliers

We reflect the society in which we work in terms of
gender, ethnicity and age

We have no workplace accidents at our construction sites

Financing
strategy

e Property holdings fo-
cused on offices and city
retail in Nordic growth
areas

Active investors in new

Flexible solutions that
can be adapted to the
customer’s development
and challenges

« Connected properties
with a high level of secu-
rity and full control over
all data at the property

constructionand the
existing portfolio

Properties that satisfy
high sustainability
requirements and are
located in excellent and
accessible locations
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Comprehensive responsi-
bility for delivering func-
tions, service and related
services

Effortstoraise custom-
ers’ awareness of how
they can optimise their
use of resources

Clear energy strategy -
reduce, organise, select

Combining expertise
and datatodeliver new
services

Extensive opportunities
for employees to influ-
ence their work life and
take responsibility for
their own development

e Access tofinancing
fromseveral sources
with spread-out loan
maturities

Driving green financing
Managers who enable forward
development by providing

clear objectives o Lzl merdnsln

relation to the financial
Strongvalues that guide policy’s framework

usinourwork
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PROPERTY MANAGEMENT

New opportunities
create flexible solutions

Thanks to property solutions such as Smart & klart and Pop-up, expanded service,
maintained focus on environmental initiatives and rapid technological developments,
Vasakronanis creating new opportunities - both for properties and for tenants.

The way people work today has changed.
Work is not always linked to the office, which
makes the design of the workplace even more
important. The premises should serve as a
tool to change, influence and inspire, instead
of simply representing a certain number of
square metres. Vasakronan offers a broad
selection of attractive premises in prime
locations for offices and retail, which gives us
excellent opportunities to meet the needs of
both potential and existing tenants and to
offer flexible solutions in line with each cus-
tomer’s development. Vasakronan also pro-
vides strategic and specialist workplace strat-
egy consultancy services. We can make
recommendations whenit comes to selecting
and designing premises that will take the
workplace to the next level.

Another change is the greater need our
customers have for flexibility. Businesses can
change rapidly and the need to move to new
premises can arise suddenly. Our Smart &
klart office concept makes iteasytofinda
quick and convenient solution. Smart & klart
means that tenants do not have to deal with
allthe practicalissues such as I'T, workplaces,
fittings and kitchens. In principle, the tenant
canmove inthe day after the agreement is
signed. Furthermore, the lease is easy to
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understand, can be signed digitally and a
move can be arranged at short notice. For
retail tenants, Vasakronan offers pop-up
shops that include everything needed in
the form of fittings, check-outs, payment
solutions, convenient lease conditions and
even store staff.

Everyday service

Tofacilitate our customers’ day-to-day work,
Vasakronan offers several different services.
With help fromour partners, we canhelp
witheverything from porters and cleaning
tofruit baskets and dry cleaning. Opting for
greenservices also allows us to reduce our
environmental impact in multiple ways,
including by offering an environmentally cer-
tified range of office products, waste sorting
and transportationvia green vehicles and
bicycle messengers.

Particularly good local service is provided
in premises where Vasakronan owns all or
most of the surrounding area and can there-
fore design comprehensive solutions that
suitits tenants. For example, these proper-
ties offer receptions, restaurants, conference
facilities and gyms. Tenants are offered
high-quality office solutions, and the option
to utilise the various resources with others.

New technology

The technology used in Vasakronan’s prop-
ertiesis beingincreasingly integrated with IT
- adevelopment thatis progressing rapidly
and becoming ever more complex. It is open-
ing up new opportunities while placing new
demands onthe organisation. To meet this
development head on and exploit it more
effectively, Vasakronanintroduced a change
toitstechnical organisation during the year.
This change entailed the creation of new
roles and clarification of the distribution of
responsibilities between property operations
and property development. A new central
functionfor technical developments was
created with the task of pinpointing, testing
and developing new technologies. At the
same time, Vasakronan expanded and deep-
ened its collaboration with Coor, which was
given greater responsibility for property
operations.

New energy solutions

The property sector accounts for almost
40% of society’s energy consumption. There-
fore, reducing our energy consumption and
usingrenewable energy is animportantissue.
Low energy consumption is also a prerequi-
site for buildings attaining environmental
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CORE

RealEstateCore «

PROPERTIES CAN NOW COMMUNICATEWITH mon language is also a prerequisite for developing
EACH OTHER. Digital developmentsrelatingtoprop-  newservices for tenants, suppliers and the property

erty management, operation and maintenance are sector. RealEstateCore offers opportunities to
moving at lightning speed. Modern properties gener- develop properties that are more desirable to own,
ate large amounts of data. To control and maximise manage, spend time in and are better for their sur-
the usefulness of this information, a uniform digital rounding environment - a major contribution to the
language is required. In collaboration with other prop-  “smartcity”, quite simply.
erty owners, Vasakronan has developed just that: RealEstateCoreis a collaboration between Vasa-
RealEstateCore. kronan, Akademiska Hus AB, Jonkoping University,
Thelanguage is published in open source format Klipsk AB, RISE and Willhem AB. Thereisintense
and is thus free and opento allwhowant touseitand interest both at home and internationally. While a
contribute. RealEstateCore means that properties number of pilot projects are run by Vasakronan and
canstart communicating with and understanding Akademiska Hus, discussions are also being held with
each other - and will,inthe long term, involve other Nordic, European and US players about the next steps
players such as energy providers. to take. RealEstateCore was designated “Arets fram-

The new digital language simplifies management, tidsféretag 2018” (Future Company of the Year). The
monitoring and communication. It willbecome simpler  corporate union that promotes energy efficiency,
to share data, for example to optimise operations and Energieffektiviseringsféretagen (EEF) was behind
make properties even more energy efficient. Acom- the nomination. ®
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Energy intensity
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certification with high ratings and a prerequi-
site for greenfinancing.

With the help of different technological
solutions and an effective, knowledgeable
organisation, Vasakronan conducts continu-
ous improvements aimed at reducing energy
consumption as far as possible. There s also
close collaborationwith tenants, particularly
viatheleases, toidentify more ways to reduce
energy consumption. The energy intensity of
our portfolio has more than halved since 2009.
However, the energy intensity of our portfo-
lioincreased during the year to an average of
103 kWh/sg.m. (100), while at yearend, 47%
(56) of the buildings had an energy intensity
below 100 kWh/sg.m. Thisincrease inenergy
intensity can be explained by the extremely
hot summer and cold winter.

Effortstoincrease our ownenergy produc-
tion continued, particularly via solar photo-
voltaic panels, and at year-end a total of 55
solar photovoltaic systems (49) were in oper-
ation, estimated to generate a total of 3,700
MWh each year. Vasakronanis also planning
to begin using other solar photovoltaic tech-
nologies such as roofing tiles with integrated
solar photovoltaic panels and thin-film solar
cellsonwindows. In addition to this, we are
testing the storage of any surplus generated
by the solar photovoltaic panels by way of
different storage solutions and distributing
it locally viadirect current grids.

Tofurther enhance energy efficiency, geo-
thermal energy solutions are being exploited
viaaquifers. This means that groundwater
tablesinthe earth are used to heat and cool
properties. This process is currently usedin
Sergelhuset in central Stockholmandinthe
Triangeln shopping centre in central Malmo.

Certification requirements

Environmental certification of both existing
and new build propertiesisimportant from
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several perspectives. For example, it provides
independent evidence of our properties’ low
environmental impact. It also means that we
canfulfilour tenants’ growing environmental
specifications. That our buildings are environ-
mentally certified is also paramount for our
green bond financing.

Environmental certification requirements
are set from the start for all new construction
and acquisitions. However, to meet all of our
tenants’ demands for environmentally certi-
fied premises, even our existing properties
must be certified. Achieving this requires a
structured property management approach
and clear procedures for our environmental
agenda.Atyear end, 85% (84) of the portfolio
was environmentally certified.

Reduced emissions

Inrecentyears, Vasakronan has placed
intense focus ondirect climate emissions to
reduce the company’s environmental impact.
However, the results of our annual climate
calculations show that our focus inthe future
should primarily be on reducing indirect
emissions. One of the largest sources of indi-
rect emissionsis tenants’ private electricity
consumption, and since 2017 we have added
aprovisiontoall new leases concerning the
choice of green energy. Another cause of
indirect emissions is waste, both from our
tenants and our own projects. Vasakronaniis
therefore taking active steps to make it easier
foritstenants torecycle waste. For example,
acentralagreement was signed with Ragn-
Sells with the objective of recycling a larger
share of tenants’ waste. In terms of waste
fromour project activities, Vasakronan has
aconsiderable ability toinfluence both the
amount of waste and the proportion of it that
canbereused.

Another facet of our work to reduce emis-
sions is creating the conditions for sustainable
transportationto and from our properties.
Among other options, Vasakronan provides
electric vehicle charging stations and car
pools sothat tenants cantravel sustainably
toand fromwork. Another example is our
Cykel & service concept that makes it easier
for tenants toride their bikes to work.

As part of the “Alskade stad” (Love your
city) initiative, Vasakronan collaborates with
Ragn-Sells, Bring and the City of Stockholm
tosetupurbanconsolidation centresinthe
heart of the city. In this way, distribution of
goods to stores canbe coordinated using

electric vehicles, thereby reducing the strain
ontheenvironment and streets. Another
way to minimise emissions is to ensure that
the properties we own are in prime locations
with good access to publictransport. Vasa-
kronan actively tries toimprove the frequency
of services and the location of public trans-
portstops.

Vasakronan undertakes climate compen-
sation for the remaining direct emissions - as
well as certainindirect emissions - by purchas-
ing shares in compensation projects. Compen-
sationis conducted annually,inarrears. For a
summary of Vasakronan'’s total greenhouse
gas emissions, see page 119.

Toensure that our efforts toreduce
our environmental impact are sufficient and
inline with requirements specified by the
Paris climate agreement’s goal to limit global
warming to two degrees, we have allowed the
Science Based Targets Initiative to evaluate
our climate targets. The Science Based Targets
Initiative is a collaboration between the World
Wide Fund for Nature (WWF), the United
Nations Global Compact, the Carbon Disclo-
sure Project (CDP) and the World Resources
Institute (WRI), and its aimis to ensure that
climate targets set by companies are based
onscientificevidence.

During the year the company was also
ranked the most sustainable office company
in Europe as well as number nine globally by
the Global Real Estate Sustainability Bench-
mark, GRESB.

Long-termrelationships
The management organisation is decen-
tralised into four regions and a separate,
centrally coordinated Technical Operations
& Development Unit that is staffed ineach
cityinorder to create close relationships with
our tenants. The rest of the operations is
organised into specialist units. This enables
each part of the organisation to become the
best in their fields and support management.
The properties are managed with our own
staff in all business-critical areas and with
continuity in staffing. This facilitates the long-
termwork of maintenance, investments and
active supervision of the properties to dis-
cover and rectify any irregularities in time.
Personal contact makes a difference for
tenants and cultivates long-termrelation-
ships. The tenants interact with personnel
with extensive knowledge about the premises
and the tenants’ needs. They canalso contact
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acentral customer service desk for arapid
response when filing acomplaint.

To accomplish our mandate to generate
high, long-termreturns, excellent customer
satisfactionis a must. Customer satisfaction
surveys are carried out regularly to monitor
how satisfied our tenants are and to identify
areas for improvement. Vasakronan conducts
acustomer satisfaction survey, Tyck om
Vasakronan, at the beginning of every year.
The latest survey was performed at the start
of 2019, and the score was 76 (76) for office
and 73 (75) for retail. The scale of the survey
isfrom 1to 100, where ascore of at least 80
corresponds toagrade of Very good.

A moresecure city

Itisimportant for everyone to feel safe and
secure intheir local surroundings. As
employers, our tenants want to ensure that
their employees have a safe workplace and
asafejourney toand fromwork. Vasakronan
regularly implements measures aimed at
creating asafe and secure environment in
and around our properties. Animportant
part of this work is creating a mix of offices,
commerce and leisure, thereby creating a
more lively environment during the evenings
aswell. Inaddition, measures are taken in

CeciliaSoderstrom
Senior Vice President HR at Vasakronan
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administration toincrease lighting in darker
areas such as parking, or inthe area around
our development properties. Other measures
include pruning trees and bushes to create
better visibility, reviewing alarms and intro-
ducing passage systems.

Our collaboration with the Swedish Prop-
erty Federationto certify three areasin
Gothenburgin accordance with the Purple
Flag standard continued during the year.
Purple Flagis anaccreditation process that
identifies places that have successfully worked
toimprove safety and access, and that also
offer adiverse selection at night. The areas
that have been certified are Fredstan, Nord-
stanand LillaBommen.

Systematic purchasing

To successfully conduct our business, we
need towork with various suppliers. Each
purchase must be conducted with profes-
sional correctness, objectivity and honesty
while observing good business practice.
Purchasingis also based on competitive ten-
dering. Quotes are evaluated and prioritised
onthe basis of how they fulfil the specified
requirements interms of expertise, sustain-
ability and work environment agenda, func-
tion, execution, design and price. We want

What do you want to showcase from 2018?
“The changes to the technical organisation
thattook effectin February. These will lead to
changes in how many people work, not just
those who are directly affected. It always takes
time for an organisational change to find its
feet, butin general everything went very
smoothly. The new technical organisation is
designed to tackle and manage developments
more effectively,and animportant part of
these efforts was to clarify roles, responsibili-
ties and titles. For example, we now have arole
we have named technological property developer.
This indicates clear progress and innovation.
We are seeing that it creates pride among
existing employees and greater interest from
students than was previously the case. That
makes me proud!”

What makes Vasakronan an

attractive employer?

“The culture with deeply rooted values. We
believe in openness, sharing knowledge and
doing business in a fair and honest manner.
We take short decision-making paths and each
employee has extensive opportunities to influ-

PROPERTY MANAGEMENT

people who work on behalf of Vasakronan,
regardless of which employer they work for,
to have acceptable work conditions and to be
treated with respect and consideration for
the health and safety of the individual.

Vasakronan’s size means there is every
potential to achieve economies of scalein
our procurement process. The work is led
by acentral procurement department that
ensures that purchases meet high quality and
sustainability requirements at the lowest
possible cost. A systematic procurement pro-
cess also affords the opportunity to place
demands on suppliers and contractors to,
inter alia, minimise the risk of corruption and
humanrights violations as well as reduce
their environmental impact. To support this
process, Vasakronan’s Code of Conduct for
Suppliersis applied to all new supplier agree-
ments. In 2018, the Vasakronan’s Code of
Conduct for Suppliers was signed for all new
agreements entered into viathe procurement
department.

Ongoing audits are carried out to ensure
that suppliers live up to their obligations.
Results from conducted audits show that our
suppliers fulfil our work environment and
humanrights requirementsin a satisfactory
manner. The business goal for 2019 includes

ence their own development. We have also made
great stridesin many areas and can therefore
offer exciting opportunities to do interesting
things at the company. Many people appreciate
the fact that we take a holistic approach. We try
to take all perspectivesinto account as part of
ourwork, bothinternally between units and
regions, but also when developing a shopping
precinct or premises situated in a buildinginan
areaofacity.”

What do you need toworkonin2019?
“Digitisation has a major impact on our business
sinceitis breakinginto every level and every
unit. Accordingly, we need curious and bold
employees who are open toinnovationand
exploiting the opportunities afforded by digiti-
sation - not least in terms of technology. At the
same time, we are putting alot of energy into
developing places and environments - both
indoors and outdoors - and this will require

us to further develop our behavioural skills.

To meet these needs we are working simultane-
ously onour own skills development as well as
onrecruitment where necessary.”
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increasing the number of completed supplier
audits. For more information, see page 122.

Protection of employees
Vasakronan's corporate culture is distin-
guished by professionalism, flexibility and
innovative thinking. Employees are encour-
aged to be innovative and to test new,
unproven alternatives. Our work is satisfac-
tion-driven, and things are done in afair and
trustworthy manner. Day-to-day workis
defined by short decision-making paths,
transparency and an all-inclusive perspective
that encompasses our stakeholders, proper-
ties and the city. We strive to conduct our
business in a sustainable manner and we do
our utmost to practise what we preach, for
example when we design office environments,
properties, blocks or entire neighbourhoods.

Allemployees and job applicants must be
treated equally and given equal opportuni-
tiesfor growth, development and promotion
as well as equal pay for equal work. This
approach, combined with the principles of
the United Nations Global Compact, is sum-
marised in Vasakronan's Code of Conduct, to
which allemployees have access.

Toensure proper conduct withinthe com-
pany, Vasakronanhas a Compliance Officer
andtheroleisfilled by Vasakronan’s General

What is Vasakronan doing to

reduce its environmental impact?

“Since 2009 we have halved the energy con-
sumption of our properties and switched
torenewable energy, which has led to a signifi-
cant reductioninour direct emissions. This

is not sufficient, however, soin 2018 we took
several major steps to further reduce our
impact.”

What were these steps?

“Major emissions are produced during the
construction process, sowe established tar-
getstoreduce theimpact of transportation,
construction waste and materials. Whenwe
built Hubben at Uppsala Science Park, we pro-
duced areport that shows how much material
was used and what types. More than atonne of
materials was used per square metre,and a
large proportion of this was steel and concrete
which generate major CO, emissions. Wood,
meanwhile, absorbs carbon dioxide and offers
several other environmental benefits. Thisis
why we are planning to build Sweden’s first
wooden office property: Magasin Xin Uppsala.”
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Counsel. Employees and others cananony-
mously report any suspected incidents of lack
of compliance with laws, rules or policies to
her. Thereis also an external whistle-blower
function that both employees and external
players can contact.

Cultivatingemployee participation, dedi-
cationand satisfactionis not only the key to
asuccessful business but also Vasakronan's
responsibility as employer. To retain skilled
employees and attract new talents, Vasa-
kronan offers far-reaching opportunities for
development and a good work environment.
The health of our employeesis alsoregularly
monitored, and much effortis devoted to
wellness activities as well as preventing work
injuries and rehabilitating employees on
long-termsick leave.

Commitment that makes a difference
Vasakronan's visionis to “create future-proof
cities for everyone, where people and com-
panies thrive.” Therefore, we have aclear
ambition to getinvolved inimportant social
matters, evenif they are not directly associ-
ated with Vasakronan'’s business. A prerequi-
site for Vasakronan’s involvement is that we
can make adifference and that our employ-
ees perceive it asrelevant. Loparakademin,
anon-profit organisation that supports

Vasakronanscored highly in the Global

Real Estate Sustainability Benchmark,
GRESB. How important was that?

“We were ranked first in Europe for offices and
the ninth most sustainable property company
inthe world. This shows that we have astrong
positioninthe sector, but we want to be sure
that our efforts are sufficient, which is why we
had Science Based Targets (SBT) analyse our
climate targets.SBTis anindependent organi-
sation that reviews whether companies’ climate
targets are enough to achieve the goal of the
Paris climate agreement to keep the average
global temperature rise well below 2 degrees
Celsius. Our targets are considered to be ambi-
tious and entirely sufficient to achieve this.”

You have also continued to develop

your green financing - explain how?

“We issued the world’s first green commercial
paper. Demand for greeninvestmentsin the
capital market remains high and supply is not
increasing at the same rate asdemand. This
means green financingis very interesting to
us and we are now working hard to achieve
100% green financing.”

young people insocially disadvantaged
areas, is one example of our involvement.
Vasakronan contributes its expertise and
resources invarious areas via an Advisory
Board and also makes a financial donation to
the organisationeveryyear. In Gothenburg,
Vasakronan partners with Mitt liv, an organi-
sation that promotes a more inclusive soci-
ety and advocates the value of diversity to
the labour market. This collaboration has
included, among other measures, adiversity
course for all Gothenburg-based employees
along with mentorship and internship pro-
grammes.

Vasakronanis alsoinvolved in many
contexts to promote positive developments
inthe property sector. Within environmental
issues, the Sweden Green Building Council
and Byggvarubeddémningen (a non-profit
organisation owned by large developers and
property ownersin Sweden) are examples
of instances where Vasakronanwas one of
the initiators when both organisations were
formed. Vasakronan also subscribes to the
UN'’s climate initiative Caring for Climate,
KlimatpakteniStockholm and Uppsala
klimatprotokoll as well as many different
research and development collaborations
within arange of different areas.

AnnaDenell
Head of Sustainability
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THE TRIANGELN SHOPPING CENTRE IN MALMO
has around 120 stores, restaurants and cafés, along
with plenty of services such as cobblers, dry cleaners
and opticians. Some 100,000 people in total pass
through the areaeach day - largely thanks to the City
Tunnel’s Triangeln station that means the shopping
centre has arailway station right outside its doors.

In 2018 Triangeln proved to be more popular than
ever. The number of visitors increased 7% - from
almost 6.2 million to 6.6 million - compared with 2017.
Onereason behind thisincreaseinvisitors is that
Triangeln altered its opening hoursinearly September:
onweekdays the doors are thrown open as early as
seven a.m. The aim of this was to attract 1,000 visitors
between seven and teninthe morning - anaim that
was achieved quickly in late November. Since that
time, Triangeln has consistently surpassed that figure.

This strong flow of visitors has proved to be posi-
tive for retail. The cafés that now receive customers
earlyinthe morning and Clas Ohlson that opens at
nine a.m. instead of ten, have both seenaclear
increaseinturnover.
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TRIANGELN
ATTRACTS

Triangeln also added several new tenants, including
Repeat gym, VILA and Hemmakvall.

At the end of the year, it was revealed that ICA
NarawillopeninMay 2019 and XXL in late June.
ICAis awelcome addition as Triangeln did not previ-
ously have any supermarkets. XXL's store, which will
cover 3,200sg.m.onthe upper level, is the first of its
kind in Malmé. Thanks to these two new establish-
ments, Triangeln’s occupancy rate is now over 95%
and there is extensive interest from other tenants to
become established here.

One of the centre’s challenges has been to attract
Malmo residents to shop in the city centre instead
of in outer suburbs. Statistics show that the external
retail areas see peak visitor rates at the weekends
and fewer visitors during the week. Triangeln, on the
other hand, has an even distribution throughout the
week - aMonday may see as much footfall as a Satur-
day. Thisindicates that customers see Triangelnas a
natural place to come and shop - regardless of what
dayitis. @
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AnnaNyberg
SVP Property development, Stockholm

What is happeningin Stockholm City?
“We are adopting a holistic approach to the
areathat forms the heart of Stockholm and
whichis going to be entirely remodelled. We
are developing the area known as Sergel-
stan, containing Sergelhuset, Sergelgatan
and Sergels torg, and connectingit to
Malmskillnadsgatan. This will create an
entirely new areaand new flows of people.”

Construction began on Sergelhuset

last year. How far have you come?
“Production has been at full speed. Inthe
autumn, the facades beganto beinstalled
anditis soexcitingto start seeing the final
outcome emerge. We are continuing to
build in as sustainable away as possible. For
example, we use methods such as grouping
deliveries and smart logistics for our trans-
portation. The vehicles run on fossil-free
fuel. We have also recycled and made use of
materials that have been torn down.”

Whatis your plan for Sergelgatan?

“This was Sweden’s first pedestrian street.
We want torestoreits former glory and
make it a place that people enjoy and where
they want to be. We are working closely
with the City of Stockholm and are now in
the process of obtaining planning permis-
sion.Our aimis totransformthe streetin
two phases, and we hope the first phase
will beginin 2019.”

What challenges have you faced?

“There has been alot of upheaval. Many
people moving around the city centre have
been affected, so of course there has been
someirritation when people find it harder
to get about. We have worked intensively to
distribute information that explains to the
publicwhat is going on and what it will look
like whenitis finished. We have a continuous
dialogue with our tenants who are affected
inorder to find positive solutions. Some will
be moving back, while others will receive
our helpinfinding alternatives.”
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Construction
that focuses on the
environment

Reducing the environmental impact during the construction process
is more important than ever, not least when it comes to what materials
are used, how they can bereused and recycled and our transportation

methods.

Astenants’demands change over time, Vasa-
kronanneeds to create new types of premises
by way of new construction and upgrades to
existing properties. The properties should be
survivorsintherental market and remainin
demand evenduringdownturns. They should
alsobeinline with Vasakronan'’s sustainable
business model and be produced with as little
impact onthe environment as possible.

Vasakronan strives to have premises that
are general interms of design and not solely
customised totenants’ current preferences.
Premises that can be modified with a mini-
mum of effort to meet changing needs save
time, money and the environment.

When tenants make choices regarding
premises, it isimportant that they are envi-
ronmentally friendly. Vasakronan environ-
mentally certifies all projects in accordance
with LEED and our aim s to achieve the high-
est level - Platinum. For a building to obtain
certification, there are requirements gov-
erning new construction or redevelopment,
the property’simpact onthe environment
and onenergy intensity during day-to-day
management.

Major investments in projects
Vasakronan only invests in markets in which
it has strong market insight and where condi-

tions are assessed to be good. This limits

any financial risk related to property develop-
ment. At year end, ongoing property projects
had atotal investment volume of SEK 10.6
billion (9.4). The occupancy rate in major ongo-
ing projects amounted to 41% (44) while the
rate of capitalisationwas 33% (25).1n 2018,
atotal of SEK 3.3 billion (2.5) was invested in
the development of properties and, over the
past five years, SEK 2.5 billion on average has
beeninvested everyyear. The redevelop-
ments of Bohusgatan, Drivhuset and part of
Lappstiftet in Gothenburgwere completed

Anincreasing share
of project wasteis recycled

\

M Recycling,57% (21)
Energy reuse/incineration, 21% (47)
Landfill, 19% (31)

W Hazardous waste, 2% (1)

W Biogas production, 1% (-)
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in 2018, with a total investment of SEK 450
million. At the same time, the second phase
was launched of the upgrade to the Strand
office blockin Solna, where a property cover-
ing 3,500 square metres s to be built to link
together two buildings. The decisionwas
taken in Stockholmto begin the redevelop-
ment of Diktaren since a 15-year lease with
Engelska Skolanwas signed, with occupancy
planned for the start of the 2021 school year.

In additional to the development potential
inexisting properties, Vasakronan also has
development rights and future potential
development rights. At present, there are
detailed development plans for approximately
310,0005sq. m. of office space. Efforts are
constantly underway to identify new poten-
tial projects for the 1.6 million sg. m. of as yet
unplanned development rights that are part
of Vasakronan'’s portfolio.

Care for the environment

During new construction, redevelopment,
leasehold improvements and maintenance,
large quantities of material are used that have
anenvironmental impact when they are pro-
ducedandtransported. Therefore, it is essen-
tialto reduce the amount of materials and to
optforreused materials or materials produced
fromrenewable orrecycled productstoa
larger extent. We also need to be sure that
materials do not contain hazardous substances
that canbe spreadinindoor environments
andtothe ecosystem outside. Thatis why
every component built into our properties is
always evaluated and documented.
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Curving beauty at Hubben. Hubben
at Uppsala Science Park, one of Sweden’s
foremost innovation environments, was
opened during the year. 12,500 square
metres of offices, labs, conference facili-
ties and a restaurant are spread over
four floors and an entrance space.
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Vasakronan has noted continuously increas-
ing demand from companies for long-term
sustainable solutions for premises. One
method of achieving the target of afossil-free
construction sector while concurrently meet-
ing tenants’ demands is to build with materials
that have alower climate impact than steel
and concrete. Therefore, Vasakronanis plan-
ning to build an office block entirely from
wood: Magasin X in Uppsalaencompassing
11,000sqg.m. The aimis tostart the project
inthe first quarter of 2019.

Vasakronan has required all new construc-
tion and major renovation projects toreport
the type and amount of material used for a
couple of yearsnow. 2017 was the first year
in which we were able to measure the actual
materials used inacompleted project - at
Hubbenin Uppsala. The results showed that
only 2% of the materials were renewable and
the rest were non-renewable. Our ambition
istoincrease both the percentage of renew-
able material and reduce the amount of mate-
rial per square metre in project development
activities. No new construction projects were
completed during the year. An estimationwas
made of materials used inthe redevelopment
projects completed during the year, since the
requirement to report material use was intro-
duced only after these projects had begun.
However, Vasakronan’s aimis to continue
measuring and evaluating the materials it
uses and increase the share of materials pro-
duced fromrenewable or recycled products.

During the year, we pursued our efforts to
increase the percentage of reused material
and, atyear end, 51 tonnes (116) of material

had been reused. Compared with the previ-
ousyear, thisreduction can primarily be
explained by the fact that large amounts of
reused materials used in the redevelopment
of Sergelhuset in central Stockholm are
includedinthe results from last year.

Waste workshops are arranged for all new
construction and major renovation projects,
withthe aim of identifying measures that
could reduce the amount of construction
waste. Work is also underway within Vasa-
kronanto reduce our climate impact from
transportation to and from our construction
sites. Requirements were tightened during
the year, meaning all newly initiated projects
must transport waste and materials using
renewable fuel. For more information about
Vasakronan's material and waste manage-
ment within project development, see pages
117 and 120.

Creating safe environments

Itisimportant for everyonetofeel safe and
secure intheir local surroundings. As
employers, our tenants want to ensure that
their employees have a safe workplace and a
safe journey to and fromwork. This is becom-
inganincreasingly importantissue when
selecting premises. From the moment we
plannew construction and redevelopment
projects, we identify measurestocreate a
secure space and a pleasing urban environ-
ment. One example is the redevelopment of
Sergelhuset in central Stockholm, where dark
sections and narrow stairways have been
eliminated. Residential units are also being
developed inone part of the block, which will

help create abetter mixinthe areaalongwith
amorevibrant place in the evening.

As aproperty owner, itisalsoimportant to
be able to offer premises with good public
transportation and local services. It facili-
tates daily life for our tenants and contrib-
utestoareduced climate impact. Thisis why,
when developing a property, Vasakronan pro-
duces aplandetailing the mixture of activities
that should be available there.

Safe constructionsites

Tomanage project risks, Vasakronan places
great emphasis on quality-assuring processes
that are to be implemented. We take respon-
sibility for managing and monitoring projects,
evenwhen external project managers and
contractors are hired for the actual work.
Whenwe procure contractors, we ensure
that they live up to our strict requirements
relating to professional correctness, objectiv-
ity and honesty while observing good busi-
ness practice. All suppliers must comply with
our Code of Conduct.

Our suppliers sometimes perform high risk
work for Vasakronan, and our ambitionis to
have no accidents or severe injuries. We
therefore set stringent requirements for con-
tractorsinterms of occupational safety, and
in 2018 we began sharpening our internal
procedures for reporting incidents and acci-
dents. Vasakronan also participates in Hall
Nollan - an organisation that works to ensure
common sector standards for a secure and
safe work environment in the construction
sector.

Large investments in property projects

Totalinvest-  Capitalised, Percentage Areaofprem- Estimateddate Occupancy Environmental
City Property ment, SEKm SEKm capitalised, % ises,sq.m.  of completion rate, % certification
Stockholm Sergelhuset 3,700 1,495 40 56,500 Dec 2021 4 LEED
Gothenburg Platinum 2,600 536 21 52,900 Dec 2021 47 LEED
Stockholm Nattugglan, block 2 800 71 9 15,000 Jun 2021 80 LEED
Stockholm, Solna Strand  Néten 5 phase 2 635 148 23 13,000 Sep 2020 51 LEED
Malmd Priorn 5 580 323 56 13,200 Apr 2020 55 LEED
Uppsala Kronasen 1:1 Celsius 420 93 22 10,200 Dec 2020 82 LEED
Stockholm, Frésunda Hilton7 390 342 88 11,000 Sep2019 26 LEED
Stockholm Styrpinnen 15 190 95 50 3,650 Dec2019 0 LEED
Stockholm, Solna Diktaren 115 2 2 6,400 Aug 2021 100 LEED
Gothenburg Bohusgatan 94 83 88 5,400 Dec2018 100 LEED
Total major property projects 9,524 3,188 33 41
Other projects 1,095 721
Total 10,619 3,909

1) Calculated based on area.
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THE CONSTRUCTION AND PROPERTY SECTORS
account for 21% of climate emissions in Sweden.
Alarge percentage of this occurs during the construc-
tion phase and consists of emissions from building
materials, transport to and from construction sites
and construction waste. For this reason, Vasakronan
works to develop methods, models and new ap-
proaches to reduce these emissions and we have also
implemented several important measures to help us
become climate-neutral within our operation and
maintenance of our existing buildings.

Transport to and from construction sites makes
use of grouping deliveries, smart logistics and vehicles
that runonfossil-free fuel as far as possible. One chal-
lenge we face is obtaining reliable data about the dis-
tances travelled and evidence to show that renewable
fuel was actually used.

If parts of a building or an entire building is demol-
ished, as much material is reused from that site as pos-
sible, for example doors, glazing and other interior
building materials. One example is the redevelopment
of Sergelhuset in central Stockholm, where Vasakronan
succeeded indrastically reducing the amount of con-
struction waste by way of building material reuse. The
materials that cannot be reused are sorted carefully to
ensure they can be recycled.
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CLIMATE
IMPACT

With respect to the use of materials, it is primarily a
question of reducing the amount of materials being
used and using more from renewable and recycled
sources. For the first time in 2017, the use of materials
was measured for anew construction project at Hub-
benin Uppsala. Theresults showed that more thana
tonne of material was used per square metre. Amere
2% was produced from renewable products and 8%
from recycled products.

The goal now is for all major projects to report
quantities and types for materials they have used.
Follow-up will be carried out once the project is com-
plete and the results will form the basis of our annual
environmental report.

Efforts toreduce emissions are also about finding
alternatives. Steel and concrete generate major CO,
emissions. Wood is a renewable material, absorbs car-
bon dioxide and has several other environmental ben-
efits, which is why Vasakronan is planning to build
Sweden’s first office property from wood: Magasin X
in Uppsala. Building with wood is not only climate-
smart; it appears we are also happier and healthier
inwooden buildings. @
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TRANSACTION ACTIVITIES

Investment strategy
sets the course

Buying and selling properties improves the quality of
Vasakronan’s portfolio and increases long-term returns.

Vasakronan's property holdings are focused
on offices and city retail in Nordic growth
areas. Theinvestment strategy is reviewed
annually and sets the course for whether the
company will divest, acquire, produce new
properties or develop existing ones. By way
of ongoing portfolio planning, Vasakronan’s
existing property holdings are evaluated
against the investment strategy. The goal is

toenhance the quality of the portfolio and
thusincrease long-term returns.

Over the past five years, Vasakronan has
purchased properties for SEK 4 billion and
sold for SEK 8 billion. This equals an average
property turnover of close to SEK 2 billion
eachyear. Properties are bought and sold to
increase the returns, but this also entails a
level of risk. Any acquisition is carefully anal-

Property divestments 2018

Purchase
Property City Buyer price, SEKm Transfer date
Primus 1 Stockholm Oscar Properties/ 931 Mar 2018

Starwood Capital

Solna Jarva 2:28,2:35,2:36 Solna M 129 Mar 2018
SolnaJarva 2:29,2:37,2:38 Solna M 126 Jul2018
Garda 18:23and Garda 18:24  Gothenburg Platzer 1,068 Sep2018
Apotekaren 12, Repslagaren31 Lund Stena Fastigheter 370 Nov 2018
and Galten 25
Total property value 2,624
Acquisition-related costs, such as stamp duty and other
transaction costs, as well as deduction for deferred tax -103
Total purchase price 2,521
Agreed divestments to be completed

Purchase
Property City Buyer price,SEKm Transfer date

Dependent on detailed

Smedjan 13and 15 Malmo Trianon 88 development plan
Stockholm Telefonfabriken 7 Stockholm  Einar Matsson Projekt 210 Dependent ondemolition
Total purchase price 298
Property acquisitions 2018

Purchase
Property City Seller  price,SEKm Occupancy
Priorn 5 Malmd The City of Malmo 78 Feb 2018
Part of Midsommarkransen 1:1  Stockholm  The City of Stockholm 31 Apr2018
SolnaJarva 2:29,2:37,2:38 Solna Jarvastaden 137 Jun2018
Dragarbrunn 18:3 (Fenixhuset) Uppsala SEB Trygg Liv 285 Aug2018
Bolédnderna7:4 Uppsala Bil-TreaniUppsala 45 Oct 2018
Kungsangen 14:1 Uppsala Municipality of Uppsala 17 Dec2018
Total property value 592
Acquisition-related costs, such as stamp duty and other
transaction costs, as well as deduction for deferred tax 2
Total purchase price 594
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ysed inadvance to ensure that the property
meets Vasakronan's high standardsinterms
of operating expenses, energy consumption
and choice of materials. Vasakronan’s person-
nel perform most of the analyses, which makes
iteasier inthe event that we take possession.
We also consult with external experts as
needed.

A complement to the existing portfolio
Duringtheyear the fully let Fenixhusetin
central Uppsalawas acquired at aproperty
value of SEK 285 million. The property, which
encompasses 5,100 sg. m. of lettable area as
well as 50 garage and parking spaces, isin
Uppsala’s prime store and office location.
Vasakronan's assessment is that the area will
continue to be attractive going forward; the
company already owns four of the adjacent
buildings in the district, thus making the acqui-
sition a natural complement to the portfolio.

Salesinline with the strategy

Duringthe year, Vasakronan completed five
divestments of properties at a total of nearly
SEK 2,500 million. Inearly 2018, the Primus
property on Lilla Essingenin Stockholmwas
sold to one of Oscar Properties and Starwood
Capital’sjointly owned companies. The prop-
ertyvalue amounted to some SEK 9230 million.
During the autumnthe Garda 18:23 and
Garda 18:24 properties in Gothenburg were
sold to Platzer for a property value of some
SEK 1,000 million. In Lund, the Apotekaren 12;
Galten 25; and Repslagaren 31 properties
were sold to Stena Fastigheter and then
vacated at aproperty value of SEK 370 mil-
lion. The Telefonfabriken 7 property at
Telefonplanin Stockholm was also sold for
SEK 210 million. The sale pertained to devel-
opmentrights for housing and the buyer,
Einar Mattsson, will take possession when
the demolition of the existing building has
been completedin2019.
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APLEASANT CITY CENTRE containing many stores
withinacomfortable distance. Vasakronanis the
largest commercial property owner in Uppsala, with
125 retail premises covering a total of 43,000 square
metres.

In June, Vasakronan purchased another property
- Fenixhuset - on the Svartbacksgatan pedestrian
street. The purchase consideration was SEK 285 million.
The property isfully let and the three largest tenants
are Zara, Dea Axelssons and Jensen secondary school.
The areaoffers an attractive mix of stores, restaurants,
offices, services and housing. The block houses a total
of six properties, of which Vasakronan owns five follow-
ing the purchase of Fenixhuset. This will lead to even
greater opportunities to develop city retail.

Inlate November, H&M reopened its redeveloped
storeinthe block containing 3,000 sq. m. H&M Home
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ACQUISI-
TION IN
UPPSALA

and H&M'’s café concept, It's Pleat, are now also avail-
able here.

Several new chains and stores are interested in
establishing themselves in Uppsala. Hawaii Poké
restaurant will be moving during 2019 into Dragar-
brunnsgatan, next to the Royal cinema. Meanwhile,
café chain Choco Mania will be openingin Espresso
House’s previous premises in the Svavafood court.

Anew additionto Svavain 2018 was the bakery
Leijon Stenugns-bageri & Konditori run by Frida Leijon.
The actual bakery is located outside the city centre,
sothe newsales outletis one way to tap into the flow
of people there. Frida Leijon was even named "Arets
stjarnskott” (Rising Star of the Year) in May by the
White Guide for having elevated one of Sweden’s best
café cities by way of solid craftsmanship, exclusivity
and playfulness. ®
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FINANCING

Firsttoissuegreen
commercial paper

Strong owners combined with the high quality of our property portfolio and stable earnings
give Vasakronan financial strength and a high rating. Work involving green financing
continued with the company issuing the market’s first ever green commercial paper.

Owning and managing properties is a capital-
intensive business, makingitimportant to
have access to financing onsolid terms.
Vasakronan strives to create a capital struc-
ture that fulfils both the owners’ expectations
of healthy returns on equity and financial sta-
bility requirements that ensure the company
is able toindependently fulfil its financial
commitments.

Volatile credit market
We had good access to capital market financ-
ing for most of the year, primarily thanks to
stable inflows from Swedish fixed-income
funds. At year end, however, credit margins
increased in part due to outflows from fixed-
income funds, lower central bank stimuli
and global political unease. Turnover in the
Swedish and Norwegian capital markets
remained strong, however, and in total
corporate bonds were issued in the Swedish
market for SEK 159 billion (155) and in the
Norwegian market for NOK 60 billion (87).
Conditions also changed inthe interest-
rate market during the year due to greater
volatility in long-term market rates in particu-
lar. At year end, however, long-term market
rates had stabilised somewhat at roughly the
same level as the beginning of the year.
Vasakronan remained one of the largest
issuersin the Swedish corporate bonds market
during the year, as well as the second largest
inthe Norwegian market. The strong owner-
ship structure, combined with the high quality
of our property portfolio, gives Vasakronan
financial strength. Vasakronan also obtained
apublicrating from Moody’s during the year
with the score A3, stable outlook, thus further
improving access to financing.
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Financing strategy

According toits financing strategy,
Vasakronan strives for financial stability,
cost-effective borrowing and a broad bor-
rowing structure, and aims to be a market
leader within green financing. First and fore-
most, financial stability entails guaranteeing
future borrowing needs in good time. Addi-
tionally, loan maturities must also be spread
out to minimise financing risk and maintain
strong financial stability.

To achieve cost-effective borrowing,
Vasakronan strives to maintain an optimal
fixed-interest structure and exploits the
prevailing market situation. Vasakronan also
has agreed credit limits with several banks
andinvestors to have the option to switch
between different sources of financing.

Therisk of increased costs for refinancing
or new borrowingis considerably limited
through a broad borrowing structurein
which the specific conditions of the financing
sources can be utilised in different market
conditions. Maintaining the high rating
assigned to the company during the year is
alsovital interms of gaining access to financ-
ing from different sources.

Vasakronan has ambitious targets forits
sustainability efforts and works actively to
promote a sustainability perspective linked
tofinancing. Vasakronanwas the first com-
pany toissue green bonds in 2013, while
during the year we took the next step and
became the first again toissue green com-
mercial paper. Vasakronan’s strategy is to
actively contribute to the development of
green financing.

This financing strategy isreflected inthe
company’s financial policy that helps ensure

excellent risk management and internal control.

The financial policy is established annually by
the Board and financial risks are followed up

and reportedtothe Board onaquarterly basis.

Stable position

Vasakronan finances its activities through
owners’ capital or through external borrow-
ing. This divisionis decided by weighting the
requirements for returns and financial stabil-
ity. External borrowing takes place in the
capital market by way of bonds or commercial
paper or frombanks. At the end of the year,
the share of capital market financing was
71% (68) and the share of bank financing

was 29% (32).

Interest-bearing liabilities increased
Interest-bearing liabilities, net of cash and
cash equivalents, increased during the year
and amounted to SEK 59 million (57), mainly
due todividends paid to the owners and
increased investments. The loan-to-value
ratiowas 41% (43) at year end. As previously,
low interest rates applied for borrowing and
the averageinterest ratewas 1.6% (1.7) at
year end. Net interest expense improved to
SEK 1,043 million (expense: 1,165) as aresult
of lower interest rates, and the interest cov-
erage ratioincreased to amultiple of 4.7 (3.9).
Net interest-bearing liabilities in relation to
EBITDA show net debtinrelation to the
business’s earnings and amounted at year
endtoamultiple of 11.8 (12.0). Our aimiis

to prevent this key metric from exceeding
amultiple of 10 over thelong term.

Low average interest rate

%
4
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14 15 16 17 18

VASAKRONAN ANNUAL REPORT 2018



FINANCING

Sources of financing widely distributed

\

On balance-sheet date

W Bonds SEK, SEK 11.8 billion

M Secured bank loans, SEK 12.9 billion
Commercial paper, SEK 6.2 billion

B Greenbonds, SEK 14.9 billion

M Bonds,NOK and EUR, SEK 9.9 billion
Inflation-linked bonds, SEK 0.7 billion
The NIB and EIB, SEK 4.8 billion

Higher percentage of green financing

-12 -10 -8 -6

-4 -2 0 2 4 6 8 10 12 %

Changes in sources of financing 2017-2018 percentage of total borrowing

Green funding under the framework

Amounts in SEK million

Green commercial paper 1,971
Green bonds 14,302
Green bonds, NOK 563
Total volume of Green Finance

Instruments 16,836
Total volume of Green Assets — Green Pool 24,296
Remaining approved borrowing capacity 7,460

High bond turnover

During 2018, Vasakronanissued bonds for
SEK 8.0 billion (10.3) in the Swedish capital
market, and for NOK 3.3 billion (2.8) inthe
Norwegian capital market. Of the issued
bonds, greenbonds comprised SEK 7.4 billion,
thus making Vasakronan the Nordicregion’s
largest issuer of green corporate bonds.

Tofurther diversify borrowing, Vasa-
kronan established an Euro Medium Term
Note programme (EMTN programme) during
theyear. The EMTN programme paves the
way for financingin several currencies, and in
December Vasakronanissuedits first EUR
30 million bond with atenor of six years.

The EMTN programme has a loan limit
forall currencies of EUR 6,000 million, and
issuesinforeign currencies are always
hedged. With the establishment of the
EMTN programme, Vasakronan’s future
bonds will be listed on Euronext Dublin. The
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bonds contain a change of control covenant
that allows lenders to terminate the loan
unless the current owners collectively or
separately own at least 51% of Vasakronan
and the change in ownership simultaneously
leads to adowngrade in the company’s rating
by onelevel.

Green commercial paper

Vasakronan’s commercial paper enables

the company toissue commercial paper in
Swedish kronaor euros. The loan limit is
SEK 25,000 million and the maturityisa
maximum of one year. Borrowing using com-
mercial paper totalled SEK 6.2 million (6.9)
atyearend, corresponding to 10% (12) of
the total debt portfolio.

During the year, Vasakronan updated its
framework for green financing and this new
framework now enables financing from all
types of sources. Vasakronanissued the
world’s first green commercial paper during
the year using this framework. The commer-
cial paperis listed on Nasdaq Stockholm’s
green commercial paper list,and at year end
green commercial paper outstanding
amounted to SEK 2.0 billion (-).

Solid bank financing

Access to bank finance was solid during the
year, particularly the option to borrow with
longer tenors. Secured bank loans amounted
to SEK 13 billion (15) at year end, correspond-

ingto 21% (26) of the total debt portfolio.
Total secured bank loans declined to 9% (12)
of the Group’s total assets. The financial
policy states that collateralised loans must
not exceed 20% of total assets.

In addition to secured bank loans, Vasa-
kronan had green unsecured loans with the
Nordic Investment Bank and the European
Investment Bank that totalled SEK 4.8 million
(3.4) and had maturities of ten and nine years
respectively. The aimis to continue increasing
the share of unsecured bank financing which
increased duringthe year to 8% (6) of the
total loan portfolio.

Vasakronan's bank loan agreement con-
tains achange of control covenant that allows
lenders to terminate the loan unless the cur-
rent owners collectively or separately own at
least 51% of Vasakronan. In addition, there is
acovenant specifying that the interest cover-
ageratio may not fall below a multiple of 1.5.
Agreements for unsecured loans also include
covenants stating that the LTV may not
exceed 65%.
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Thomas Nystedt
Group Treasurer

During the year, Vasakronan obtained a
rating from credit-rating agency Moody'’s.
Why is this a good thing?

“Alarge amount of investors, particularly
international ones, have investment rules
requiring the companies towhom they lend
money to have arating from arecognised
credit-rating institution. The strongrating
we obtained from Moody'’s therefore gives
us access to many more potential lenders,
some of whom may not have known about
us previously. We are well known in Sweden
and the other Scandinavian countries, but
outside the Nordic region we remainrela-
tively unknown. Put simply, the rating
enhances and strengthens our opportuni-
ties for favourable borrowing.”

What is the most important goal

you want to achieve?

“Above allwe want to be able to borrow
money with very long tenors, ideally up to
200r 30years, inorder to replace some of
our short-term borrowing. Generally speak-
ing, the Swedish capital market lends money
withvery short tenors, and before we
obtained our rating we were never able to
borrow for longer than ten years.”

Where are your new investors located?
“We are first and foremost turning to inves-
torsinAsiaandin non-Nordic European
countries. Our expectationis that many
investorsinthose regions will see Vasak-
ronan as an attractive investment option.”

You have also continued to develop

your green borrowing during the year.
Inwhat ways?

“We have expanded our green framework to
ensure it now applies to all forms of green
debt instruments. We have continued to
issue our green bonds while also introducing
green commercial paper that has shorter
tenors. The green funds we borrow will be
used to finance new green properties and to
upgrade existing ones. Interest from Swedish
investors has been particularly strong,and
green financing now accounts for 35% of our
total borrowing. Inthe very long term, 100%
of assets, thatis to say our properties,and all
of our borrowingis to be green, but we have
abitof work left todo to get there.”
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Credit commitment from owners
Tosecureits access to capital, the company
has a credit facility with the First, Second,
Third and Fourth Swedish national pension
funds that amounts to SEK 18 billion. The
agreement extends until further notice with
anotice period of twoyears. Cash and cash
equivalents of SEK 2.2 billion (1.4) and the
unutilised credit facility together correspond
to 134% (152) of loans maturing over the
next 12 months or all loan maturities through
the next 21 months.

Aiming for entirely green financing

Alittle over five years ago, Vasakronanwas
firstinthe world to use green corporate bonds
to offer the capital market the opportunity
toinvestinnew construction and major
renovation projects that lead to lower energy
consumption and less climate impact. Since
then, bonds totalling around SEK 19 billion
have beenissued, making Vasakronan the
Nordic region’s largest issuer of green corpo-
rate bonds.

Duringthe year, Vasakronandrew up a new,
revised and expanded framework for green
financing: Vasakronan — Green Finance Frame-
work, which now includes all debt instruments.
The new framework follows the Green Bond
Principle and states that all borrowing inline
with the framework is earmarked for green
investments.

The framework also establishes criteria for
classifying an asset as green. For an existing
property to qualify for financing within the
framework, it must have a minimum rating of
LEED Gold, and an annual energy intensity of
under 100kWh/sq.m. New construction and

major renovation projects being financed
must have a minimum certification of LEED
Platinum or BREEAM Outstanding, and an
energy intensity that is 25% below the
National Board of Housing, Building and
Planning’s guidelines (BBR requirements).

Borrowing through greenbonds contributes
to adiversified loan portfolio and thereby to
lower financing costs. Investments that quali-
fied for greenbond financing under Vasa-
kronan’s green framework amounted at year
endto SEK 24 billion (14) and total green
bonds and commercial paper outstanding
increased to SEK 17 billion (8.0). During the
year, Moody’s completed an assessment of
the greenbonds, which resulted in the top
rating of GB1 (Excellent). For more informa-
tion, see Vasakronan’s investment report for
green financing on page 128.

For anumber of years, Vasakronan has
obtained bank loans from the Nordic Invest-
ment Bank (NIB) and European Investment
Bank (EIB), which finance projects that
improve the environment in Nordic and
Baltic countries. The loans will finance four
of Vasakronan’s projects, including the rede-
velopment of Sergelhuset in central Stockholm
and the Platinan new build in Gothenburg.
The aimis for these properties to achieve
LEED Platinum certification, and itis pre-
cisely this high environmental profile that
enables financing throughthe NIB and EIB.

The percentage of green funding consisting
of greenbonds, green commercial paper and
green loansincreased during the period to 35%
(20) of the total debt portfolio. Vasakronan's
ambitionis to eventually have 100% green
financing.

Financial policy ensures balanced risks

Financial policy inbrief Outcome 31Dec2018

Financing risk

Loan-to-maturity

Loans maturing, 12 months

Credit commitments and cash/loans maturing 12 months
Interest-rate risk

Interest coverage ratio
Fixed-interest period

Interest maturity within 12 months
Credit risk

Counterpart’s rating

Currency risk

Currency exposure

min. 2 years 3.9

max. 40% 25%

atleast 100% 134%

atleast 2.0x (LTM) 4.7

min. 2 years 4.7

max 55% 43%

min. A-, or BBB+with CSAs Met
No exposure Met

The outcome was within the restrictions defined in the financial policy.
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SUSTAIN-
ABLE
VALUES

Photo reprinted with permission. ©2018 Nasdag, Inc. All rights reserved.

FIRST IN EUROPE and ninth globally. These were the
results Vasakronan obtained in the Global Real Estate
Sustainability Benchmark, GRESB, for 2018. This means
Vasakronanis one of the world’s most sustainable
property companies within the office segment. The
GRESB indexisused by investors to assess therisks
associated with property investments, and sustain-
ability initiatives for a total of some 900 property
companies are evaluated.

Vasakronan’s leading position can be explained
in part by systematic efforts to save energy, the fact
that 85% of properties are environmentally certified
and our large share of green financing. During the
year, the company issued the world’s first green com-
mercial paper.

Ourrankingis atestament to Vasakronan's ambi-
tious goals. However, to ensure that our efforts are
sufficient we had Science Based Targets, or SBT, anal-
yse our climate targets. SBTis anindependent organi-
sation that reviews companies’ climate targets to
ensure that their objectives are in line with the global
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Paris climate agreement - to limit global warming to
below two degrees Celsius. Vasakronan’s target was
approved by SBT in December 2018, deeming our
objective to be well under the two-degree target.
Thisis good because research is beginning to revise
the figures, which are now indicating that there is
aneedto keep temperature increases below 1.5
degrees Celsius. STBis a collaboration between the
Carbon Disclosure Project (CDP), United Nations
Global Compact, the World Resources Institute
(WRI) and the World Wide Fund for Nature (WWF).
To climate-proofits returns, Vasakronan has also
analysed its business based on recommendations from
the Task Force on Climate-related Financial Disclosures,
TCFD. Thisinitiative involves taking note of and report-
ing climate-related risks within the business, for exam-
plerelating to buildings, energy, transport and vulner-
ability in the face of a changing climate. The company’s
overall objective is for the business to be compatible
withthe two-degree target. At the very least. ®
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Exploiting low interest rates

Changes ininterest rates and credit margins
influence borrowing expenses. Therefore,
the fixed-interest structure must be balanced
to limit the effects of changes in interest
rates or credit margins. Along fixed-interest
tenor lowers interest rate risk but can entail
ahigher average interest rate in the short
term.

Inaccordance with Vasakronan’s financing
strategy, the company shall exploit the pre-
vailing market situation tolock in low credit
margins and market rates and work actively
to maintain an optimal fixed-interest struc-
ture. Vasakronan’s fixed-interest strategy is
to have about half of the loan portfoliowith
floating interest and the remainder with fixed
interest rates at longer tenors. This allows the
company to benefit from low floating interest
rates while fixed interest rates protect against
risinginterest rates. Thereis alimitation
within the financial policy which states that
the average fixed-interest tenor may not be
lessthan 2 years, and that the amount of
interest maturities within 1 year may not
exceed 55% of interest-bearing liabilities.

Vasakronan uses interest-rate derivatives
toachieve a preferred average fixed-interest
tenor. The cost of derivatesis based on volume,
maturity and market rates. During the year,
the company continued to use the low interest
rate conditions through new derivatives with
maturities of upto 15 years. The proportion
of interest maturities within one year was
43% (41) and instruments with fixed-interest
maturities of five years or more amounted to
47% (43) of interest-bearing liabilities. The
average fixed-interest tenor, taking deriva-
tivesinto account,increased andwas 4.7
years (4.5) at year end.

Increased loan-to-maturity

Therisk of increased costs for refinancing
or new borrowing is considerably limited
through diversified financing sources, with
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specific conditions that can be utilised in
different market conditions. The financing
strategy specifies that financingriskis to be
limited by diversifying sources of financing
and spreading out loan maturities over time.
Financingrisk s limited within the financial
policy since the average remaining tenors for
interest-bearingliabilities may not be less than
twoyears andloan maturities within a twelve-
month period must correspond to not more
than40% of interest-bearing liabilities.
Financingrisk inthe loan portfolio declined
during the year through increased borrowing
withlongtenors,including bonds inthe
Norwegian market and new bank loans. At
the same time, borrowings with short tenors
were reduced by a lower volume of commer-
cial paper. The proportion of loans maturing
withinthe next 12 months amounted to 25%
(23), while the share of loans maturingin five
years or more amounted to 27% (27) of
interest-bearing liabilities. The average loan-
to-maturity increased during the year to 3.9
years (3.8) and average loan-to-maturity
taking into consideration unutilised credit
commitments totalled 4.4 years (4.4).
Vasakronan's aimis to continue increasing
loan-to-maturity primarily by replacing loan
maturities with loans with longer tenors.

Desired fixed-interest period
Vasakronan uses derivatives primarily to
adjust the fixed-interest structureinthe
debt portfolio. By combining aloanwith
floatinginterest and aninterest-rate deriva-
tive, apre-determined rate can be guaran-
teed over the term of the derivative. By fixing
rates over alonger period, the interest-rate
risk linked to cash flow s limited. Currency
derivatives are used in addition to interest-
rate derivatives to eliminate currency expo-
sureonloansin NOKand EUR. The risk of
inflation is eliminated by derivatives when
borrowing viainflation-linked bonds.

All derivatives are recognised at market

value in the balance sheet. Inthe case of
interest-rate derivatives, a surplus or deficit
value occurs if the agreed interest rate is
higher or lower than the current market rate.
Inthe same manner, asurplus or deficit value
occursinthe currency derivative of the
agreed exchange rate deviates from the
relevant exchangerate. The changeinvalue
isrecognised in profit or loss. The unrealised
change invalue has no effect on cash flow
and will notimpact earnings if the derivative
is held to maturity. As currency derivatives
are perfectly matched against underlying
loans, there is an opposite exchange rate
effect onthe latter, meaning the currency
effectis eliminated in profit or loss.

Atyear end, the value of the derivative
portfolioamounted to SEK 62 million (64),
of which 82% comprised interest-rate deriv-
atives and 17% currency derivatives. The
remaining share of 1% consisted of inflation-
linked derivatives. The value change in deriv-
atives was SEK 13 million (468). Vasakronan
opted for early settlement of interest-rate
derivatives for anominal value of SEK 5,650
million (3,200) during the year. With that, a
previously recognised loss of SEK 484 million
(loss: 359) was realised. At the same time,
new interest-rate derivatives were entered
intowith longer maturities and at current
interest rates.
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Rising property values

PROPERTY HOLDINGS

in astrong lettings market

Strong demand for modern and sustainable premises in prime locations is continuing
to push up property values. During the year, the value of Vasakronan’s portfolio rose

8.5% (6.5) to SEK 139 billion (127).

Vasakronan's portfoliois currently concen-
trated in Stockholm, Gothenburg, Malmé and
Uppsala —metropolitan areas with strong
economic growth and high liquidity in the
transaction markets. Our holdings are focused
onmodern, sustainable, flexible and centrally
located office and retail properties, with stores
primarily concentrated within city retail. Our
assessment is that these properties give high
long-termreturns at carefully measuredrisk,
evenif the short-termreturn may vary.

Larger environmentally certified area
Atyear end, Vasakronan's property portfolio
comprised 174 properties (179) and atotal

lettable areaof 2.4 millionsg.m. (2.4). Of the
totalarea, 85% (84) was environmentally
certified.

Thetotal market value of the properties at
year end amounted to SEK 139 billion (127),
andthetenlargest properties accounted
for 32% of the value. The largest property
interms of value is Klara Zenit in central
Stockholm, with an estimated market value
of more than SEK 8 billion. The Stockholm-
based properties account for 66% (65) of the
total value, whichis around SEK 92 billion.
For adetailed description of the portfolio,
refer to the table on page 37 and the prop-
erty listsunder each region section.

Rising market rents

Trends inthe regional property marketsin
which Vasakronan operates were character-
ised in 2018 by a consistently strong economy
and high demand for modern office premises
in prime locations.

Thevalue of the portfolioincreased in 2018
to SEK 139 billion (127). Excluding completed
investments, this means achange in value of
SEK 10.7 billion (8.0), correspondingto 8.5%
(6.9). Theincrease invalueis largely due to
rising market rents but also to alower yield
requirement, particularly in Gothenburg. The
value increase was greatest in Gothenburg,
followed by Stockholm, and amounted to

Good distribution across sectors
Publicsector, 24%
M Services, 21%
\ Consumer goods, 19%
m IT,9%
Finance, 5%
‘ Telecom, 4%

W Industry, 3%
W Other, 15%

Breakdown by sector, share of contracted rent
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Theten largest properties account for 32% of the property value

Property Known as Location

Blamannen 20 Klara Zenit City, Stockholm
Garnisonen 3 Garnisonen Ostermalm, Stockholm
Uggleborg 12 KlaraC City, Stockholm
Héastskon 12 Segelhuset City, Stockholm
Telefonfabriken 1 Hus 01 Telefonplan Telefonplan, Stockholm
Spektern 13 Swedbankhuset City, Stockholm
Nordstaden 8:27 Part of Nordstan City, Gothenburg
Jakob Storre 18 Jakob Storre City, Stockholm
Gasklockan 3 Gasklockan Malmé

Kronasen 1:1 Uppsala Science Park Uppsala

Theten largest properties based on market value.
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Change in value by region

Changeinvalue, %

Contributionto changein
value, percentage points

Stockholm 9.3 6.1
Gothenburg 9.7 1.8
Oresund 32 0.3
Uppsala 55 0.3
Total 8.5

Changeinvalue, by category

Changeinvalue, %

Contributionto changein
value, percentage points

Investment properties 8.4 7.6
Development properties 8.7 0.6
Transactions - 0.3
Total 8.5

Factorsimpacting value?
SEKm

Valueimpact, %

Yield requirement 1.9
Market rents 6.6
Total 8.5

1) Theincrease in value was also due to investments and other factors impacting value

that have been allocated proportionally across yield requirements and market rents.
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9.7% (4.9) and 9.3% (12.8) respectively.
During the year, the value of development
propertiesrose 8.7% (7.9) and contributed
0.6 percentage points to the total increase
invalue.

Total yield infocus

Toevaluate how well the operations and indi-
vidual properties are developing financially,
total yields are followed up continuously.
The evaluationis based onthe average out-
come over rolling ten-year periods inaccor-
dance with MSCI Sweden Annual Property
Index. The outcome for each separate year is
alsofollowed up and analysed. For 2018, the
totalyield was 12.5% (11.0) where the aver-
age for the index not including Vasakronan
was 10.4% (11.1).

Over the past ten-year period, Vasakronan'’s
totalyield was 10.0% (8.6) a year, where the
average for the index not including VVasakronan
was 9.1% (7.6). The direct yield for 2018 was
3.8%(3.9), compared with the index exclud-
ing Vasakronan of 3.7% (3.9).

Vasakronanvalues the property portfolio
each quarterin line with the established valu-
ation policy. The valuation principles are the
same since 1997 and coincide with the RICS
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Red Book guidelines and MSCI Sweden
Annual Property Index. The valuations are
based on cash-flow projections over a period
of atleast tenyears and calculation of future
residual values based onvyield requirements.
At the start of the year and mid-year, all prop-
erties are valued by external appraisers and
valued internally for the other quarters.
Amore detailed description of the valuation
methodology can be found on page 83.

Wide distribution lowers risk
Risks linked to the lease portfolio are limited
by ensuring a wide distribution over many
tenants active invarious industries and a
diversified maturity structure. No individual
tenant accounts for more than 3 percentage
points of the contracted total rent, while the
ten largest tenants account for only 18%. Of
these ten, five are inthe public sector. Broken
down by sector, public sector tenants account
for 24% of the contracted rent where the aver-
age remaining termto maturityis 6.9 years.
For the lease portfolio as awhole, the
average remaining termto maturityis 4.2
years (4.2).I1n 2019, 16% of the commercial
contracted rent will be subject to renegotia-
tion. The number of leases, not including flats
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and garages, amounted to approximately
4,200 and the contracted rent amounted to

PROPERTY HOLDINGS

Widely distributed over many tenants

SEK 6.5 billion (6.3) on 31 December 2018. Sharein%
Of the total contracted rent, 74% (74) was Swedish Police Authority 3
office premises and 18% (18) retail premises.  Ericsson 3
The remainder comprised flats, parking, H&M 3
hotels and other. Swedish Prison and Probation Service 2
Forsakringskassan (Social Insurance Agency) 2
Swedish National Courts Administration 1
Ahléns 1
KPMG 1
Region Uppsala 1
NetEnt 1
Total 18
Largest tenants, share of contracted rent
Evendistribution of rents to maturity
SEKm No. of contracts Annualrent, SEKm % of total
2019 1,402 1,118 16
2020 932 1,116 16
2021 759 1,171 17
>2022 1,138 3,141 46
Total 4,231 6,547
Residential 1,169 99 1
Garage - 209 3
Total 5,400 6,854
Maturity structure for contracted rent.
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PROPERTY HOLDINGS

Focus on office and retail

Offices, 73%
M Retail, 19%
M Other, 8%

Contracted rent by property type

High long-term total yield
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Vasakronan IPD Vasakronan IPD Vasakronan IPD
10years 3years 2018

M Yield Changeinvalue

Vasakronan's total yield compared with MSCI Sweden
Annual Property Index (not including Vasakronan)

Broad selection

Market concentration and the property port-
folio’s high quality and flexibility provides
vast opportunities to offer new and existing
tenants abroad selection of premises.In 2018,
new leases corresponding to an annual rent
of SEK 510 million (613), or 146,000 sg. m.
(167,000), were signed. In addition, renego-
tiations or lease extensions of existing con-
tracts corresponding to an annual rent of
SEK 990 million (1,036) were completed.

Based onthe contracts up for renegotia-
tion, 69% (64) of the tenants decided to
remainintheir premises.

Renegotiations and lease extensions
during the yearsresulted in anew rent pay-
able that on average surpassed the earlier
amount by 12% (10). Net lettings for the year
amounted to SEK 19 million (167), of which
SEK 19 million (23) was for lettings in new
construction projects.

The occupancy ratewas 93.1% (93.1) on
31 December 2018. Of the total vacancies,
2.0 percentage points (2.5) is attributed to
ongoing projectsand 0.5 (0.3) is attributed to
vacant development properties. The loss in
income for the vacant properties amounted
to SEK 419 million (407).

Property portfolio in growth cities

Stockholm Gothenburg
66% 18%

Oresund Uppsala
9% 6%

Following sales of its holdings in Lund, Vasakronan’s properties are located in four cities in Sweden distributed
over four regions, of which 66% of the property portfolio’s value is in Stockholm.
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Net Environ-

Area, Market Contracted operating Invest- mental
Number of thousand value, rent, Occupancy income, ments, Changein certifica-
Region/Property type properties sq.m. SEKm SEKm rate, % SEKm SEKm value, % tions?, %
STOCKHOLM
CENTRAL
Offices? 44 786 70,110 3,087 94 2,177 1,567 111
Other 2 9 20 -2 2 -10.8
Central Stockholm, total 46 795 70,130 3,087 94 2,175 1,569 85
INNER SUBURBS
Offices 22 553 20,203 1,172 89 818.0 418 3.9
Other 11 47 1,284 58 100 37 17 4.1
Stockholm inner suburbs, total 33 601 21,487 1,230 90 855 435 76
Stockholm, total 79 1,395 91,617 4,317 93 3,030 2,004 9.3 81
GOTHENBURG
Offices 23 254 13,476 669 96 498 579 11.9
Retail 11 148 12,154 588 95 475 152 7.2
Gothenburg, total 34 402 25,630 1,256 95 974 731 9.7 94
ORESUND
Offices 22 240 9,058 495 87 346 329 51
Retail 10 95 3,836 249 95 136 81 -0.8
Other 3 4 302 14 100 11 2 0.0
Oresund, total 35 339 13,196 758 90 494 412 32 96
UPPSALA
Offices 12 173 5,484 365 98 263 154 51
Retail 9 61 2,698 157 97 107 22 5.0
Other 5 2 309 1 5 1 13 227
Uppsala, total 26 236 8,491 523 97 371 189 55 77
TOTAL 174 2,372 138,934 6,854 93 4,869 3,335 85 85

The datainthe tables are based on property category, see the definition on page 140.
1) Central Stockholm - Retail only comprises one property, which is why this has not been reported separately and is instead included in Central Stockholm - Offices
2) Share of the region’s area
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Our regions

“The positive rental market trend continued in
2018, withrisingrents and extremely low
vacancies. At the same time, the addition of new
office premises is limited in several markets,’
informs Vasakronan's Head of Research
RebeccaErnarp.

“The cost per work station
canremain unchanged
eventhoughtherent per
square metreis higher.”

RebeccaErnarp,
Head of Research

What has driven demand for office premises over the year?

“The prime driver has been the continued strength of the economy.
Many companies are performing well and need to recruit more
employees, whichinturnleads to needing new premises. And to
attract new employees, one has to offer modern premises, prefera-
blyinacity or with excellent communication links. This is increasing
demand and drivingup rent levels, particularly for space-efficient
premises in prime locations.”

What characterises the premises in most demand?

“Aside from a prime location, our customers are looking for efficient,
ultramodern offices. New ways of working and technical solutions
for IT and ventilation mean that physically, employees can work
close together without feeling confined. This means that the cost
per work station can remainunchanged even though the rent per
square metre is higher. So even if acompany grows with more
employees, the premises do not need to be larger.”

What differentiates Vasakronan'’s various regions?
“The trends are most positive in Stockholm and Gothenburg. Both
cities are experiencing strong demand, few vacancies and low new
constructionin central locations, all of which drive rents higher.
Stockholm accounts for the greatest rent increases with top rents
of more than SEK 9,000 per square metre. Differences between
locations and products have also widened. In Gothenburg, the lack
of modern premises has most likely acted as a brake on this trend.
In Uppsala, the trend has been very favourable and rents have
caught up withthe levels we are noting in Malmé. In Malmg, the
rental market has also developed positively despite the large offer-
ing of centrally located development sites holding back rent levels.”
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Share of

Vasakronan Share of
Vasakronan 2018 2017 total? theregion? Largest tenants, share? % Marketshare %
REGION STOCKHOLM CENTRAL
Market value, SEK m 70,130 61,716 ‘ H&M 4 Central Stockholm, incl. CBD
Rental revenue, SEKm 2,948 2,855 ' NetEnt 2 Vasakronan 12
Net operating income, SEK'm 2,175 2,067 The Riksdag Administration 2 AMF 7
Occupancy rate, % 94 93 Tieto 2 Fabege 5
Number of properties 46 46 45% mOffices, 77%  KPMG 2 Hufvudstaden 5
Area, thousand sg. m. 795 796 W Retail, 17% AFA 5
Environmental certification, % 85 84 W Other, 6% Source: CBRE
INNER SUBURBS
Market value, SEK m 21,487 21,263 ‘ \‘ Ericsson 16 Stockholminner suburbs
Rental revenue, SEK m 1,208 1,171 Social Insurance Agency 8 Vasakronan 12
Net operating income, SEK'm 855 835 0 University of Arts, Craftsand Design 4 Klévern 12
Occupancy rate, % 90 90 Swedish Transport Administration 3 Fabege 11
Number of properties 33 36 18% mOffices, 86%  IM 3 UnibailRodamco 6
Area, thousand sg. m. 601 629 W Retail, 3% Humlegarden 5
Environmental certification, % 76 73 W Other, 11% Source: CBRE
REGION GOTHENBURG
Market value, SEK m 25,630 23,688 \ ‘ Prisonand Probation Service 8 Gothenburg’sCBD
Rental revenue, SEKm 1,280 1,246 Swedish Police Authority 8 Vasakronan 22
Net operating income, SEK'm 974 957 0 Ahléns 5 Wallenstam 14
Occupancy rate, % 95 96 National Courts Administration 4 Hufvudstaden 9
Number of properties 34 36 18% m Offices, 58%  SEB 3 Balder 8
Area, thousand sg. m. 402 423 W Retail, 36% SEB 7
Environmental certification, % 94 94 m Other, 6% Source: Vasakronan via Datscha
REGION ORESUND Malmé's CBD
Market value, SEK m 13,196 12,667 . ‘ Swedish Police Authority 15 andViastraHamnen
Rental revenue, SEK m 761 755 Sony Mobile 8 Vasakronan 20
Net operating income, SEK'm 494 498 0 Prison and Probation Service 4 Wihlborgs 14
Occupancy rate, % 90 90 Scandic Hotels 4 Balder 7
Number of properties 35 37 11% mOffices, 62%  Malmo University 2 Volito
Area, thousand sg. m. 339 353 B Retail, 25% Midroc 4
Environmental certification, % 97 97 W Other, 13% Source: Vasakronan via Datscha

REGION UPPSALA

Market value, SEK m 8,491 7542 . ‘ Region Uppsala 11 Central Uppsala

Rental revenue, SEK m 521 463 Swedish Medical Products Agency 7 Vasakronan 20
Net operatingincome, SEKm 371 321 0 ‘ National Courts Administration 5 Skandia Fastigheter 10
Occupancy rate, % 97 96 National Food Agency, Sweden 5 UppsalaUniv.Foundations 8
Number of properties 26 24 8% m Offices, 68%  Municipality of Uppsala 3 Municipality of Uppsala 8
Area, thousand sg. m. 236 229 W Retail, 22% Bonnier Fastigheter 6
Environmental certification, % 77 79 M Other, 10% Source: Vasakronan via Datscha

1) Contracted rent 2) Share of the region’s contracted rent.
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REGION STOCKHOLM

Increased focus
on city office space

“The new Sergelhuset will be a welcome addition to an office market
where demand is still booming. At the same time, the renewal of the
areaaround Sergels torg entails a boost that will create a new attrac-
tiveretail precinct,” says Ronald Backrud.

“Part of Sergelhuset will be dedicated
to our own co-working offering,
Vasakronan Arena”

Ronald Backrud,
Senior Vice President, Stockholm Region

What do you want to showcase from 2018?

“It has been a good year in which we continued to
develop our major projects. | am thinking primar-
ily about Sergelhuset but also about the lease to
the Swedish Council for Higher Education, which
resulted in us starting phase 2 of the Strand block
inSolna. Phase 1 has been completed and is fully
letto COWI.1n 2020, they will be joined by the
Swedish Council for Higher Education and Statis-
tics Sweden.

Demand for modern centrally located offices
remains strong and we have noted considerable inter-
estin Sergelhuset, which should be ready in 2020.

Inthe near future, we expect to sign leases with
one,or maybe two, major tenants. We canthen add
tenants with a need for smaller premises. Some of
the office space at Sergelhuset will be dedicated to
our own head office, our own co-working offering
Vasakronan Arena, and to Smart & klart which
allows tenants to rent for shorter periods.”

Whatis happening on Sergelgatan?
“Thevisionisto create anewfacade for Sergel-
gatan, Sveavagen and Hotorgsterrassen, which will
become asafer,morevibrantarea. Theaimisto
create the preconditions for new retail solutions.
The entrance areas of the Hétorgshusen buildings
will be renewed to become more efficient and we
willincrease services. For example, we are making
space for alarge restaurant on the corner facing
the Konserthuset building. The details are essen-
tially in place and we are waiting for the City of
Stockholm to approve the building plans. The
challengeis to create good retail concepts and to
complete the project while many tenants remain
insituinthe Hétorgshusen buildings.”

Every day we read of the demise of another
store due to the increased e-commerce.

How does this affect you?

“Theretail sectorisin aprocess of change and has
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beenfor an extended time. We have been able to
see thisinour own city retail index for several
years. While the retail developments are a chal-
lenge, they also represent an opportunity. Instead
of large stores occupying two floors, smaller spaces
at street level are now indemand. This means we
canconvertthe first floor to offices, which arein
short supply, and the basement floor to uses such
as logistics hubs. We have already done the latter
at Klara Zenit.

Ingeneral, we are not concerned that city
retail space will be unlet. Even e-commerce needs
physical storesin central locations. A good exam-
ple of thisis Uniglo, which has recently opened a
store withus on Hamngatan.”

What s the status outside of the city centre?
“Good! Over the year, many large customers have
extended their contracts, such as TV4 on Tegeludds-
vagen, Bisnode in Frésunda and Ericsson in Kista.
Demand at Garnisonenis high and the occupancy
rateis 96%. As regards the Nattugglan 14 develop-
ment property at Medborgarplatsen, it has long
been the destination for Tyréns when it moves its
head office. Itis leasing 80% of the building. We
have emptied the existing building but the planning
processistakingalittle longer thanwe had expected.
We have therefore solved Tyréns’ expansion needs
inthe meantime by offering them premisesinthe
Skrapan building on Gétgatan.”

What is the outlook for the office market

in Stockholm during 2019?

“Understanding of the need for flexible and
effective premises isincreasing. Technical
advances together with the design of premises
enable new working methods that boost compa-
nies’ productivity. This means that utilisation
rates for officesrise and that the cost per employee
is often lower. Despite rents rising dramatically in
the last few years, as they have in Stockholm.”




With Smart & klart we want to remove the
worry for our tenants. Just move in and then
move out. This little 70 square metre eagle’s
nest offers eight work places and is located on
the eighth floor of the second Hétorgsskrapan
building in the centre of Stockholm city.



REGIONSTOCKHOLM CENTRALSTOCKHOLM

Central Stockholm
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O BREMEN Duringthe
year, TV4 extended its con-
tract at Tegeluddsvagen.

@ STYRPINNEN 15 Over
theyear, this property located
adjacent to Kungstradgarden

has been emptied and work A
onrebuilding and strength-
ening the foundations has
commenced. The project

@ SERGELHUSET Thetransforma-
tion of Sergelhuset continued during
theyear. The property comprises
three buildings and a total of 60,000
encompasses 3,600 square square metres. Tenants willmovein

metres and should be com- gradually startinginautumn 2020
pleted by December 2019. until the end of 2021.
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CENTRALSTOCKHOLM REGIONSTOCKHOLM n
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q
2b)
Year of
construction/ Environ- m
most recent Lettable o mental g
redevelop- areaexcl. Share, % certifi- O
Name of property Streetaddress ment  garagesq.m. Offices Retail  cation? n
1 Argus 8 Skeppsbron 38/Packhusgrand 7/Tullgrand 4/Osterlanggatan 47 1788/2002 5,717 [rmmmmmmmm— LS 7\_
2 Beridarebanan 11 Sergelgatan 8-14/Sveavagen 5-9 Hitechbuilding/ 1961/2007 24,352 | w— LG 3-
Méster Samuelsgatan 42 o
—
2 Beridarebanan 4 Sergelgatan 16-18/Sveavégen 13/Lédkarhuset 1962/2000 12,943 [ m— LG 3
2 Beridarebanan77 Sveavégen 17/Sergelgatan 20-22/Hotorget 2-4 1958/1996 15,447 |m—— LG
3 Blamannen 20 Drottninggatan 53/Master Samuelsgatan 50-60/ 2000-2003 65,526 |rmmm—— LG
Bryggargatan 1-9/Klara Norra Kyrkogata 14
4 Bremenl Tegeluddsvagen 3-9 1964/2008 21,334 [r— -
5 Gamen 12 Gotgatan 74-80/Vartoftagatan 21-51 1959/2006 31,192 | — LC
5 Gamen 8 Asvgatan 106A-108/Goétgatan 72A 2000/2001 5,835 [rmmm—— LG
6 Garnisonen 3 Karlavagen 96-112/Oxenstiernsgatan 15/Linnégatan 87-89/ 1886/2004-05 136,162 |- LG
Banérgatan 16-30
7 Getingen 11 Sveavégen 163-167/Ynglingagatan 18 1955/2005 23,853 [rmmmm—— LG
8 Gronlandet Norra 1-5  Drottninggatan 96-98/Wallingatan 2/Holléndargatan 17/ 1800/2001 15,572  [mm—| LG
Kammakargatan 15
9 Héastskon 12 Sveavédgen 2-10/Hamngatan 24-32/Master Samuelsgatan 39A-B/ 1963/ 53,218 | m—] -
Malmskillnadsgatan 13-17, 36-40/Sergelarkaden 2/Sergelgangen
9 Hastskon 9 Hamngatan 22/Regeringsgatan 45 1935/ 9,667 [ em— -
10 JakobStérre 18 Jakobsgatan 2-8/Regeringsgatan 8-24/Vastra Tréadgardsgatan 7 1975/2009 26,590  |r— LG
11  KungligaTradgarden7 Hamngatan25-27/Vastra Tradgardsgatan 10-12 1969 5,423 [ w— LS
12 Kurland 11 Holldndargatan 2 1A/Kammakargatan 32 1884 2,274 [m— LG
13 Lyckan10 Lindhagensgatan 124-132/Hornsbergsvégen 17 1940/2005 23,718  [r—— LG
13 Lyckan?9 Lindhagensgatan 122/Nordenflychtsvagen 55 1936/2003 8,370 || LG
14 Matrosen4 Birger Jarlsgatan 2-4/Nybrogatan 1-3/Ingmar Bergmans gata 1-3 1893/1984 9,264 [rmm— LS
15 Munklagret21 Hantverkargatan 15/Parmatargatan 12 1958/2000 6,330  [rm——— LG
16 Nattugglan 14 Vastgotagatan 1-7/Folkungagatan 44 1978/2015 22,269  |r— LP
17  Pennféktaren 11 Vasagatan 7 1977/2009 12,010  [r—— LG
18 Riga2 Hamburgsvagen 12-14/Fjarde Basséngvagen 11-19/ 2010 24,386 |mm—— LG
Malmvégen 7-13/Tredje Bassangvagen 2-14
19  Sejlaren7 Sveavégen 25-29/Olofsgatan 6-8/Olof Palmes gata 7/ 1930/1995 10,232 [mmm—— LG
Apelbergsgatan 44
20  Skjutsgossen 8 Krukmakargatan 15-21 1942/2008 12,275 [mmmmm— LG
21 Skravelberget Hamngatan 2/Birger Jarlsgatan 1-5/Smalandsgatan 5 1903/1999 9,052 [ —] -
Mindre 12-13
22 Skadren3 Méster Samuelsgatan 11/Norrlandsgatan 12 1853/1984 1,758 | ] LC
23 Spektern13 Hamngatan 29-33/Regeringsgatan 26-32/ 1975/1995 28,192 [rm—— LG
Sergelgangen/Vastra Tradgardsgatan 17
24 Sperlingens Backe45  Stureplan2 1897/1959 3,905  [rm— -
24 Sperlingens Backe47  Birger Jarlsgatan 16/Grev Turegatan 1 1935/1993 8,220 [ | -
25 Starkstrommen?2 &4 Midskogsgrand 1-5 1965 9,192 [— -
26 Stuten12 Kungsgatan 25-27/Regeringsgatan 67-71/Oxtorgsgatan 2-4 1925/2002-05 14,888 [ LS
27  Styckjunkaren 11 Birger Jarlsgatan 6D & 10 1891/1984 1,615  |r—— LS
27 Styckjunkaren7 Birger Jarlsgatan 14/Grev Turegatan 2/Riddargatan 2 1900/1987 2,244 |prm— LS
28  Styrpinnen 12 Hamngatan 13 1979/1995 2,223 [m— -
29  Styrpinnen 15 Kungstradgardsgatan 16/Nackstrémsgatan 1 1901/1990 3,647 [rmm— LG
30 Sumpen 14 Lastmakargatan 6/Norrlandsgatan 22 1856/1985 2,046 [mmm—— LS
30 Sumpen15 Stureplan 17-19/Birger Jarlsgatan 19/Kungsgatan 1 1895/1980 3,981  [r——— LC
30 Sumpen 16 Stureplan 13/Lastmakargatan 2-4 1862/1988 3,010  [rm—— -
31  SveaArtilleri 14 Valhallavégen 117 Bldg 81-Bldg 87 1877/2013 22,088  |—— LG
32 TreVapen2 Valhallavégen 185-215/Lindarangsvagen 1-7/Borgvégen 6-22 1959/2005 38,473  [r— LG
33 Uggleborg 12 Vasagatan 14-18/Klara Véstra Kyrkogatan 9-15/ 1934/2016 33,157 | LP
KlaraVattugrand 1/Klarafaret 4
34 Uppfinnaren 2 Ostermalmsgatan 87/Artillerigatan 62 A-B/Skeppargatan 61-63 1914/2003 16,819  [rm— LG
35 Vildmannen 6 Biblioteksgatan 11/Lastmakargatan 1 1925/1981 4,809 |r—— LS
35  Vildmannen 11 Lastmakargatan 3 1897/1998 1,511  |r—— LS
Total Central Stockholm 794,791

1) LP=LEED Platinum LG=LEED Gold LS=LEEDSilver LC=LEED Certified MBG=Miljobyggnad Gold
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REGIONSTOCKHOLM STOCKHOLM’'SINNER SUBURBS

Stockholm’s inner suburbs
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{ . year, Ericsson extended >
itslease at Hekla 1.
The agreement encom-
passes 20,000 square
metres and extends for
threeyears.
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Duringtheyear,an

agreementwas

signed with UHR

for 6,600 square

metres at the Strand J P

property and phase 2 e g A\ 1

was started, which ,” k ';‘,i“\ / N "Q » g&?ﬁ\ .

encompasses 26,000 =) ," > ' e

square metres over ‘7’

sixfloorsinthree D= 9 DIKTAREN In September, the Internationella

buildings. Phase 1 has (‘7 “ Engelska Skolan signed an agreement for 6,600 square

been completed and A metres at the Diktaren development property. The

is fully let to COWI. < NN investment corresponds to SEK 115 million and the
<1 project is scheduled for completionin August 2021.
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STOCKHOLM’S INNER SUBURBS

REGION STOCKHOLM

Year of
construction/ Environ-
most recent Lettable mental
redevelop- areaexcl. Share, % certifi-
Name of property Streetaddress ment  garagesq.m. Offices Retail  cation?
1 Albydal3 Sundbybergsvagen 1-3/Solna Access 1979/2003 28,246  |rmm— LG
2 Alvik 1:18 Gustavslundsvagen 129-145 1987 47,986  |rm— -
3 Bredbandet 1 Isafjordsgatan 2-4/Dalviksgatan/Grénlandsgatan/Kistavagen - - -
4 Bromsten 9:1 Sulkyvégen 1-31/Sulkyvagen 2-32 - - -
5 Diktaren1 Terminalvagen 32-40 (Tegelhuset) 1965 6,751 |rm— -
6 Godset 4 Sturegatan 3-9/Fabriksgrand 1/Jarnvagsgatan 2-10/Lysgrand 2 1977 21,722 | w— LG
7 Hammarby Gard 12 Hammarby Kaj 10A/Hammarby Kaj 10D 2017 12,457  [mmmm— LP
8 Hekla 1 Isafjordsgatan 14-16/Blafjallsgatan/ 1975/2001 36,119  |rm— LG
Gronlandsgangen/Kistagangen (part of)
9 Hilton 7 Gustav Ill:s Boulevard 48-52 - - -
10 Harddisken 1 Isafjordsgatan 10/Hans Werthéns Gata/ - - -
Gronlandsgatan/Dalviksgatan
11 Jarvafaltet Jarva Dammtorp/Sjovagen/Mellersta Jarvafaltet 1929 2,084  [r— -
12 Katlal Kista Science Tower/Farogatan 33 (Main entrance)/ 2003 48,804  [r— LG
Hanstavagen 11,21,27,29
13  Knarrarnas 2 Knarrarndsgatan 1-11/Hanstavagen 2/ 2002 42,652 |r— LG
Isafjordsgatan 1/Kista Entrance
14 Kronan1 Sturegatan 2-4 B/Ekensbergsvagen/ 1981 23,075 |rmmm—— LG
Prastgardsgatan 1-3/Tallgatan
15 Magasinet 1 Sturegatan 1/ Fabriksgrénd 2 2009 12,340  [r—— LS
16 Modemet 1 Isafjordsgatan 10-12/Hans Werthéns Gata 1/ 2008/2015 58,667 |mmm—— LS LG
Gronlandsgatan 31/Blafjallsgatan 4/Modemgatan 10-12 &LP
17 Noten3 Solnastrandvag 96-122 1949/2000 35,800  |r— LG
18 Noten5 Solnastrandvag 62-86 1986 27,918  [r—— -
19 Rosenborg 1 Gustav Ill:s Boulevard 54-58 2007 10,306 [rmm— LG
20 Rosenborg?2 Gustav Ill:s Boulevard 62-66 2009 10,921  [rm— LG
21  Rosenborg3 Rosenborgsgatan 2-12 2014 17,106 [rmm— LP
22 Rosteriet6&8 Rosterigrand 2-16 1959/1999 17,421 [rmmmmm—| LG
23 Sicklabn 37:49 Kvarnholmsvagen 56 1972/2002 33,769  |mmm—] -
24 Sundbyberg2:44 Torshamnsgatan - - -
25 Telefonfabriken 1 Telefonvagen 22A-30, LM Ericssonsvag 12-32 and others 1939/2010 106,506  |r——) | S&LG
Total, Stockholm inner suburbs 600,650

1) LP=LEED Platinum LG=LEED Gold LS=LEED Silver
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REGION GOTHENBURG

New establishments have
made their way to the city

Platinan has started to take form and Fredstan was put on the map.
Thisis where Barry’s Bootcamp and Holy Greens, two brands new to
Gothenburg, chose to move in. Premises lettings exceeded expecta-

tions for both offices and stores.

“Rent levels have risen and top rents for
offices are around SEK 4,000 per square

metre.”

Kristina Pettersson Post,
Senior Vice President, Gothenburg Region

What do you want to showcase from 2018?
“That Platinanis starting to rise from the ground
by the new Hisingsbron and to take form. We
have finished piling and the next stage is to cast
the stair enclosure and thereafter raise the frame.
Scandic, the largest tenant, has expanded the
hotel by 5,000 square metres to a total of 25,000
square metres and 450 rooms. Platinanis expected
to be completed around the end of 2021.

Thefinal result of the redevelopment of the
Lappstiftet property was another highlight. Space
onthewest side has beenincreased, anew glass
facade has been built and a new entrance opened
up facing the river. Collector Bank has now moved
into one of Gothenburg’s finest premises with
fantastic views.

Interms of lettings, our expectations have
beensurpassed for both offices and stores. There
has been particularly intense demand for modern
office premises. Rent levels have risen and top
rents for offices of around SEK 4,000 per square
metre have beenrecorded.”

What was the largest transaction?

“We sold two properties in Garda, Gardatorget
and Drivhuset, which we totally renovated in 2018.
The sales created scope for increased focus on
projects, for example,in the Central areawhere
we have anumber of development rights that we
intend todevelop.”

What are you particularly proud of?

“That together with other parties, we succeeded
ingaining Purple Flag certification for Fredstan,
Nordstan and LillaBommen. There have beena
lot of participantsinthe process and | would like
to congratulate everyone who has contributed to
an action planto create asafer and more secure
city. One tangible measure is the City of Gothen-
burg’s commitment to investing SEK 20 millionin
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Brunnsparken. This represents aninvestment to
create a safe and welcoming park with more
greenery, benches and improved lighting.

lam also proud that, together with Hufvud-
staden among others, we have put Fredstanon
the map, the areaenclosed by Vallgraven, Ostra
Hamngatan and Brunnsparken. We have worked
for alongtime here to create a new destination
for shopping, service, cafés, restaurants and
experiences. One goal has been to create more
lifeinthe side streets. It was therefore very pleas-
ingthat Barry’s Bootcamp and Holy Greens, two
brands that are new to Gothenburg, chose to move
inon Kyrkogatan. Another strong brand that made
its first establishment in Gothenburg was & Other
Stories. They open on Kungsgataninspring 2019.

| also want to showcase Art Made This,an art
project that allows female artists add lustre to the
street environment. Most recently in Vasakronan’s
parking garage P-hus City in Fredstan. Ten art-
works have been completed and work is continuing
in2019.Theideaistoinstall artwork on all five
floors, creating an art gallery in a highly unex-
pected environment.”

What are the main challengesin 2019?

“To continue to drive our projects and contribute
tothecity’sdevelopment to ensure it remains an
attractive place tovisitand toset upshop. Itis
exciting to watch along-term project starting to
takeform.

Theretail sector isundergoing abit of a
firestorm as digitisation tests business models
and creates needs to identify new concepts.
Despite this, there is still demand for retail prem-
ises, not least for city retail in attractive locations,
but the processes for new establishments are
protracted. We will now continue to develop the
preconditions for retail and together with other
participants, create a vigorous city centre.”
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Holy Greens,among others,
established operations in Gothenburg. The
chain’s first restaurant in the city is located on
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REGION GOTHENBURG

Gothenburg

T

| EEA

|
[T © PLATINAN The development of
== Platinan continues. The project is
Vasakronan’s second largest and encom-
passes 60,000 square metres of office,
hotel and retail space. In December
2021, everythingis to be completed.
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@ FREDSTAN Inlate
summer 2018, two new
companies established
operations with Vasa-

' kronanin Gothenburg.
These were Barry’s
“‘ Bootcamp and Holy

‘ ns, and both chose

Gree
premises on Kyrkogatan
in Fredstan.

@ MEETHSHUSET In
September, acontract was
signed with & Other Stories
who established their first
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REGION GOTHENBURG

Year of
construction/ Environ-
most recent Lettable mental
redevelop- areaexcl. Share, % certifi-
Name of property Streetaddress ment  garagesq.m. Offices Retail  cation?
1 Gullbergsvass 1:16 LillaBommen 1-2/Hamntorget 1/LillaBommens Torg 11 1989 31,869  |r—] LG
2 Gullbergsvass 16:1 Gullbergs Strandgata 2-8 1984/1986 22,831  [rm—— LG
3 Gullbergsvass 3:3 Vikingsgatan 1-5/Gullbergs Strandgata 3-7 - - -
4 Heden 22:19 Bohusgatan 13-15/Skanegatan 9 1984/2018 24,176  |r—— LG
5 Heden42:1 Ernst Fontells Plats 15 1964/2005-12 52,916  |r— LG
6 Heden42:2 - - - — -
7 Heden42:4 Ullevigatan 11 2010 20,550  [r— LG
8 Heden42:5 - - - -
9  Heden4é:1 Ullevigatan 15 2009 16,534 [rm— LG
10 Heden46:3 Skanegatan 1-3 2015 20,276 |rm— B
11 Hogen3:1 Knipavégen 21/Rahult Partille 1984/2006 1,395 -
12 InomVallgraven 11:6  Arkaden/Fredsgatan 1-3/Drottninggatan 38-48/ 1970/2002 21,003 [rm—— LG
Sodra Hamngatan 37-43/Ostra Hamngatan 36
13 InomVallgraven 17:3  Drottninggatan 13/Vastra Hamngatan 10/Kyrkogatan 20-22 1813/1994 4,125 |— LS
14 Inom Vallgraven 19:18 Kyrkogatan 44/OstraHamngatan 31 1905/1987 2,760  |prm—— LS
14 InomVallgraven 19:7  Drottninggatan 37/Ostra Hamngatan 29 1864/1966 2,183 [ m— LS
14 InomVallgraven 19:9  OstraHamngatan 33/Kyrkogatan 46 1810/1940 1,769 | e— LS
14 Inom Vallgraven20:14 Kungspassagen/Kungsgatan 48/Kyrkogatan 23 1930/2002 3,979 | — LG
14 InomVallgraven20:6  Kungsgatan 50/Kyrkogatan 25 1850/1960 3,690 [ e— LS
14 InomVallgraven20:7  OstraHamngatan 35/Kyrkogatan 27 1800/1944 1,755 | m— LS
15 InomVallgraven22:3  Kungsgatan 31-33 1930 1,568  |—— -
16  InomVallgraven22:15 Kungsgatan 27-29/VastraHamngatan 12-16/Vallgatan 12-14 1936/2006 9,371 [ e -
17 InomVallgraven22:16 Kungsgatan 35-39/Vallgatan 16-24 1910/2008 10,806 [ s— LC
18 InomVallgraven 33:10 Magasinsgatan 22 & 24 1978/1995 3146 [rmmmmm—— LG
19  Inom Vallgraven59:14 Ekelundsgatan 8-10/Kungsgatan 26-32/ 1844/2009 10,295  [rm—— LG
Magasinsgatan 7A-C & 9/Kyrkogatan 1-7
20 InomVallgraven 61:11 Kungsgatan 12-18/Képpslangareliden 1/Otterhallegatan 12 1972/2008 10,028 [ m— LG
21 Inom Vallgraven7:5 Centrumhuset/Ostra Hamngatan 52/Ostra Larmgatan 15-21/ 1939/1996 8,885 [ mm—] LS
Kungsgatan 61-67
22 InomVallgraven 8:18 Iﬁompassen/Kungsgatan 58-60/Kyrkogatan 35&39/ 1974/2015 11,530 | — -
OstraLarmgatan 9-13/ Fredsgatan 9-11,12-14
23 Inom Vallgraven 9:13 Eredsgatan 6-10/Drottninggatan 49-65/Kyrkogatan 56-60/ 1967/2013 8,290  |——— LG
OstralLarmgatan 3-7
24 Lorensberg45:16 Storgatan 53/Sédravagen 3-5 1957/2009 6,917 |rmm—— LG
25 Nordstaden 10:20 Képmansgatan 9/Norra Hamngatan 18/Ostra Hamngatan 30-34 1930 6,520 [m— — LS
26  Nordstaden 10:23 Képmansgatan 11 -25/Gotgatan 13-15 &14-16/ 1986 27,524 |pm—— LG
NorraHamngatan 20-34
27 Nordstaden 17:6 Kronhusgatan 9-13, Torggatan 16 1862/2003 4,611 —— LS
28 Nordstaden21:1 Kronhusgatan 2A/Packhusplatsen 2/Smedjegatan 1 A 1901/2008 5,125  [r—— LG
29 Nordstaden31:1 S:t Eriksgatan 3/Nedre Kvarnbergsgatan 3 1787/2005 2,317 |r— LG
30 Nordstaden8:27 OstraHamngatan 18-24/Nordstadstorget 1-7/ 1974 43,138 | m— LC
Spannmalsgatan 11-15/ Postgatan 22-24
Total Region Gothenburg 401,882

1)LG=LEED Gold LS=LEEDSilver LC=LEED Certified MB=Miljébyggnad B=BREEAM
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REGION ORESUND

Shopping precincts
linked together

Allthe puzzle pieces arein place along S6dra Forstadsgatan, where
Willys Hemma has also opened a store. Triangeln and Sédertull are
increasingly linked by Sédra Foérstadsgatan and form an area with
alively street life, both day and night.

“We are particularly proud of receiving
the Property Company of the Year award
for our work with Sédra Férstadsgatan.”

Anna Stenkil,
Senior Vice President, Oresund Region

What do you want to showcase from 2018?
“The successes in city retail. We have been work-
ing with the portfolio and the tenant mix along
Sodra Forstadsgatan since 2013. We started an
area analysis, which was very successful,and now
allthe properties have been let. InMarch 2018,
Willys Hemma opened its doors and this has
already resulted inthe area’s pulse rising for a
longer part of the day. We are proud that at

“Real Estate Oresund,” the property sector’s
given meeting place inthe region, we received
the Property Company of the Year award for our
work with Sédra Férstadsgatan.

We have also had a number of exciting new
store openingsin Triangeln during the year. In
combination with the weak Swedish krona, which
has even attracted customers from Denmark and
Germany, this has contributed to making 2018 a
positive year for city retail. This is good for life
and movement inthe city.

Onthe office front, | would like to mention
the letting to the Swedish Agency for Accessible
Media (MTM). The contract was signed just
before Christmas and encompasses 1,700 square
metresinthe Bylgiablockin Nyhamnen near the
central station. Thisis agovernment agency that
is moving from Stockholm, which means we are
gaining 100 new job opportunitiesin Malmo.”

How will you continue with Triangeln?
“Just over ayear ago, we raised the bar for the
shoppingcentre. The goal is to turn Triangelninto
Malmé'’s smartest shopping destination and we
are well on our way. Efforts with lettings have
been very successful and we have expanded the
opening hours, which has turned out positive.
Lettings included contracts with Repeat Gym
and ICA, and most recently, 3,200 square metres
to XXL. This means that Triangeln now has an occu-
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pancy rate of slightly more than 95% and that
footfall has risen 6% over the year. The increase
infootfallis adirect result of the expanded store
offering and the more generous opening hours.”

What is happeningin Sédertull?

“The most exciting development is our new tenant
DevHub, which has moved in on Torggatan by
Gustaf Adolfs torg. The address now houses a
shared building for different game developers,
the firstin Sweden. Game developmentis an
incredibly expansive industry in Malmo and the
aimis for some one hundred people towork at
DevHub by summer 2019. These are often younger
people who work later in the day and evening,

and create life and movement during this part of
the day. DevHub makes a good complement to
Entreprendrcenter, an adjacent office hotel.”

What are you looking forward toin 2019?

“To continuing to develop and link our areas. To a
great extent, thisis about creating good, secure
flows the entire way from Triangeln to Stortorget.

Onthedevelopment front,itis Priorninthe
city centre thatisinfocus. Priorn encompasses
13,000square metres allocated over seven
floors and a garage. Lettings are progressing well
and already amount to 60% for the building.
Already prior to the project start, it was clear that
COWI and Region Skane are renting 2,600 and
3,550 square metres, respectively. Just before
Christmas, the architect bureau Sydark Konstru-
erafinalised its lease of the entire sixth floor of
1,000square metres. Inthe second quarter of
2020, Priorn will be completed.

In Nyhamnen too, around the central station,
we are taking additional steps together with other
stakeholders to develop the next major city district
of Malmé. We look forward to this with enthusiasm.”




During the year, a lease was signed with
Willys Hemma for 1,300 square metres on
Sédra Forstadsgatan. This agreement means
that the entire portfolio at street level on
Sédra Forstadsgatanis fully let.
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Priornis continuing and ,'}‘ A

just before Christmas .A, 2
another contract was
signed. The architect bureau
Sydark Konstruerais rent-
ing 1,000 square metres.
This means the project has
reached an occupancyrate
of 60%. Inthe second
quarter of 2020, Priorn
will be completed.
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® D TRIANGELN Letting
efforts over the year have been
successful,andinclude alease
of 3,200 square metres to XXL
onthe second floor. This means
anoccupancy rate of 95%.
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REGION ORESUND

MALMO
Year of
construction/ Environ-
most recent Lettable mental
redevelop- areaexcl. Share, % certifica-
Nameof property  Streetaddress ment garagesq.m. Offices Retail tion?
1 Bjornen 1 Sodra Forstadsgatan 17/Karleksgatan 2/Davidshallsgatan 14 1903/2001 3,864 [ w— LG
2 Bjornen 38 Soédra Forstadsgatan 25-27/Davidshallsgatan 26 1904/1999 5269  |r—— LG
3 Bylgia 1 Hans Michelsengatan 2A, 2B/Skeppsbron 17 1957/2004 8,855 [ LG
4 CarlGustav 5 Sodra Tullgatan 4/Kanalgatan 3-5/Stenhuggaregatan 2-4/ 1961/2000 15,194 [ — LG
SodraVallgatan 3A-C
5  ClausMortensen26  Sodergatan 14 1967/2009 3,237 [ LS
6 ClausMortensen35  Sodergatan 20/Baltzarsgatan 43 1898/2009 1,993 |r— LS
7 Delfinen 12 Sodra Forstadsgatan 2/Drottninggatan 38 1908/2004 5,380  [rmmmm——— LG
8 Elefanten23 Sodra Forstadsgatan 22-24/S6dra Langgatan 25/Lugna gatan 38 1938/1988 5,888 [ e— LS
9 Elgen 14 Sodra Forstadsgatan 9-11/Davidshallsgatan 10/Storgatan 22 1937/1998 5,723 | e— LS
10 Gasklockan 3 Porslinsgatan 6/Malmgatan 1/Drottninggatan 7 1993/2013 54,898  |rm— -
11 Hans Michelsen 9 Adelgatan 1-3/Bruksgatan 1-3/Norra Vallgatan 51-52 1974/2013 2,003  [rm— LS
12 Jungmannen1 Skeppsgatan 9 2004 5,114  |rmmmm— LG
13  Kaninen 26 Sodra Forstadsgatan 33-47/Radmansgatan 10/Triangeln 2-4 1989/2013 36,678 [ m— LS
14  Kaninen27 Sodra Forstadsgatan 49-51/Friisgatan 2/ 1958/2013 19,428 [ e— LS
S:t Johannesgatan 1 A/Triangeln
15 Kaninen30 & Radmansgatan 12 A-C/Radmansgatan 18 A-C/ 2012 11,551  |r— | S & BVG
Innerstaden 6:149 S:t Johannesgatan 1 E, 2C, 3N-W
15 Kaninen 32 Radmansgatan 16 2012 4,701 |——| | G &BVG
16 MagnusStenbock2  Gustav Adolfs Torg 12/Torggatan 2 1894/2007 5,254  |r—— LG
16 MagnusStenbock4  SédraTullgatan 3/Torggatan 4/Sédra Vallgatan 5 1963/2010 10,477 [ m— LG
17 Nereus1 Neptuniplan 7-9/Matrosg 1/Styrmansg 2/Bassangkajen 10-12 2012 16,678 [rmmmmm— LP
18 Oscarl Stortorget 31/Sodergatan 1-3 1903/2004 2,997 [m—— LS
18 Oscar17 Stortorget 27-29/Stortorget 19-23/LillaTorg 2-4/ 1910/2001 14,220 | w— LG
Skomakaregatan7-11
19  Priorn2 Radmansgatan 13/S:t Johannesgatan 2-6 1944/2010 8,171 [ ] LG
19  Priorn5 Pildammsvagen/S:t Johannesgatan
20 Regndroppen 1 Hyllie/Bures gata - -
21  Relingen1 Propellergatan 1/Vastra Varvsgatan 10 2000 5,117 || LG
22 SanktJorgen?7 Sodergatan 28/Kalendegatan 27 1929/2012 5,590 | m— LG
23 Sirius 1 Jorgen Kocksgatan 9/Navigationsgatan 3 1992 7114 |r— -
24  Smedjan13&15 Celsiusgatan 33-35/Ostra Farmvégen 5 1937/2004 11,231  [r—] -
25 Stapelbadden3 StoraVarvsg 13A, Sédra Stapelgrand 4 2012 8,100 [ BE
26 Tigern1 Sodra Forstadsgatan 1/Regementsgatan 2 1893/2008 2,508 [rmm—— LS
26 Tigern7 Sodra Forstadsgatan 7/Storgatan 37 1894/2006 2,335 | e—— LS
Total Malmé 289,570
LUND?
1 Nya Vattentornet 2 Mobilvdgen 8-10/S6lvegatan 51 1999 24,494 |r— LG
1 Nya Vattentornet 4 Mobilvagen 4-6 2007/2008 25,089 || LG
Total Lund 49,583
Total Region Oresund 339,153

1)LP=LEED Platinum LG=LEEDGold LS=LEEDSilver LC=LEED Certified BVG=BREEAM VeryGood BE=BREEAM Excellent
2) The properties in Lund were divested at the start of 2019.
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REGION UPPSALA

The first building in wood
is being constructed

The building that will house the National Food Agency is slowly taking
shape. And plans to build Magasin X, Sweden'’s first office property
constructed in wood are on track for becoming a reality. Uppsala has
plenty of drive and energy for creating a more attractive city.

“Vasakronan constantly strives to identify
new ways to develop methods, models
and approaches to reduce the company’s
negative climate impact.”

Jan-Erik Hellman,
Senior Vice President, Uppsala Region

What do you want to showcase from 2018?
“We have considerable focus on projects. At
Uppsala Science Park, Celsius is cautiously rising
fromthe ground. Inthe new building, the National
Food Agency will move into around 8,000 square
metres. It will be an office and an advanced labo-
ratory. Occupancy is planned for the transition
around the end 2020. Celsius will boost the
attractiveness of the area as one of Sweden'’s
foremost innovation environments. We have also
received approval for the detailed development
plan encompassing the construction of our first
office block built of wood, Magasin X, by the
travel centre in central Uppsala. Magasin X com-
prises sevenfloors and atotal of 11,000 square
metres of lettable area.

Another positive is the general high demand in
terms of lettings - we have very few vacancies.”

Magasin X could be Sweden’s first office block
built of wood, why has it taken so long?

“The constructionindustry hasingrained
working methods, people like to continue busi-
ness as usual and build in concrete and steel. Itis
difficult to break this pattern. Wood is perceived
as unknown territory, it will be more difficult to
assess the requirements of the material and the
costs entailed.

Vasakronan constantly strives to identify new
ways to develop methods, models and approaches
to reduce the company’s negative climate impact.
One way is to identify alternative construction
methods and materials. Itis therefore particularly
pleasing to pave the way for, hopefully, more initia-
tives to build commercial buildings in wood.
Building using wood is not only climate-smart;
it gives adifferent dimension and it appears we
are also healthier inwooden buildings.”
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What was the largest transaction?

“We purchased the Fenixhuset building on the
Svartbacksgatan pedestrian precinct. The three
largest tenants are Zara, Dea Axelssons and Jensen
upper secondary school. The block houses a total
of six properties, of which Vasakronan owns five
following this purchase. This will lead to even
greater opportunities to develop city retail. It was
positive that H&M opened its refurbished store in
the sameblock at the end of November. The store
encompasses 3,000 square metres and now

also contains H&M Home and the café concept
It's Pleat, which previously only existed in Stock-
holm. The new concept has given a strong boost
tothe precinct.”

What are you particularly proud of?
“That we are driving development in terms of
wood constructions. Before Vasakronan decided
it wanted to build Magasin X, we made a thorough
analysis of wooden buildings. We made study vis-
its, attended seminars and contacted many dif-
ferentindustry actors. We concluded that there
were no obvious disadvantages to building with
wood.As | seeit, thisis about why, not why not.
From abusiness perspective it feels on point.
| have noted considerable interest from tenants,
other property owners and Uppsala municipality,
aswell as fromothers.”

What are the main challengesin 2019?
“Realising Magasin X and continuing to develop
cityretail. | feel astrong, positive drive in the city,
where many people work together to createa
vibrant and attractive city centre.”




In central Uppsala, adjacent to the travel
centre, Magasin X is planned. The detailed
development plan was approved during the
year and encompasses 11,000 square metres
over seven floors. When completed, it will be
Vasakronan’s first property in wood.

X X OX X

A

4
50

()

{ )

[/
)

/\



REGION UPPSALA
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9 DRAGARBRUNN 18:3

During the year, Vasakronan @ macasINX During the year, the
acgul‘red the Fenixhuset detailed development plan for Vasakronan’s
building from SEB Trygg first office building in wood was approved.
Livfor SEK 285 million. The property encompasses 11,000 square
The property comprises metres allocated over seven floors. The con-

5,100 square metres and struction start is planned for 2019.
isfully let.
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‘ @ CELSIUS 2018 marked the con-
struction startfor Celsius. The prop-
erty encompasses a total of 10,000
square metres and the largest tenant

© isthe National Food Agency, which
leases 8,000 square metres. The
investment corresponds to SEK 420
million and the building will be com-
pleted at the end of 2020.
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REGION UPPSALA

Year of
construction/ Environ-
most recent Lettable mental
redevelop- areaexcl. Share, % certifi-
Name of property Streetaddress ment  garagesq.m. Offices Retail  cation?
1 Boldnderna 7:4 Sabygatan 3/Ostunagatan 1 1937/1999 1,710 | e— -
2 Dragarbrunn 14:5 Svartbicksgatan 8/S:t Persgatan 6 1970 5,140 [ — -
3 Dragarbrunn 18:1 GamlaTorget 5 1990/2001 1,435 | m— LS
3 Dragarbrunn 18:3 Gamla Torget 7/S:t Persgatan 5/Svartbacksgatan 6 1977/2010 5,135  [rmm— -
4 Dragarbrunn 18:2, Gamla Torget 1-3/OstraAgatan 25-27 1973/1991 6,131 rm—— — LS
187
5 Dragarbrunn 18:9 StoraTorget 4/Svartbacksgatan 4 1978/2001-04 6,026 [ —— LG
6 Dragarbrunn 19:10 Dragarbrunnsgatan 35/Pavel Snickares Grand 1 1966/2005 4,198 |rmm—— -
7 Dragarbrunn 19:11 Svartbacksgatan 1B-5/S:t Persgatan 7/Pavel Snickares Grand 3 1918/1978 9,173 [ e—] LG
8 Dragarbrunn 20:3 Dragarbrunnsgatan 38-40/Vaksalagatan 8 1966/1999 3,433  [r—] LC
9 Dragarbrunn 23:4 Dragarbrunnsgatan 39/Vaksalagatan 5 1961/2006 2,716 [rmmmm— LC
10 Dragarbrunn24:5 Vaksalagatan 7-13/Dragarbrunnsgatan 42-44/Kungsgatan 49 1974/2000 15,352 [ m— LG
11 Dragarbrunn26:3 Bredgrand 4/Kungsangsgatan 5 B/Kungséangsgatan 7 1962/2006 4267 |m—— LG
12 Dragarbrunn26:4 Kungsangsgatan 3-5A/Smedsgrand 3 1962/1994 4,998 [r— — -
13 Dragarbrunn28:5 Kungsgatan 53-55/Bredgrand 14-18/Dragarbrunnsgatan 46-48 1895/2011 21,041 |— — LG
14  Dragarbrunn31:1 Dragarbrunnsgatan 50-52/Bangardsgatan 10-28/ 1860/2011 19,852 [ mm— LG
Bredgrand 15-19/Kungsgatan 57 A-D
15 Kronasen1:1 Dag Hammarskjolds vag 10-14,26-54, 58-60 1910/2017 69,851 |rm—] LG
16 Kungsdngen 1:25 Kungsgatan 79/Dragarbrunnsgatan 78/ 2006 10,974 [rmm—— LG
Samaritergrand 5/Strandbodgatan 10
17  Kungsédngen 14:1 Fjalars grand 4 - - -
17  Kungsangen 14:2 Suttungs grand 3 1885/2008 1,747 |rmm—] LS
17 Kungsangen 14:5 Suttungs grand 3A - - -
18 Kungsdngen 16:6 Hamnesplanaden 1-5/Kungsangsgatan 43/ 1975/2008 30,650  [rm— -
Strandbodgatan 2-4/Ebba Bostréoms gata 7
19  Kungsangen4:4 Bangardsgatan 5-9/Kungsangsgatan 18 A/ 1972/2013 6,728 [ — LG
Dragarbrunnsgatan 51-53
20 Kvarngérdet 1:19 Ljusbarargatan 2 1959/1990 5,160  [rmm— LG
21 Arstal1:233 Haeggstromsgatan 1 - - -
22 Arstas4:l Haeggstromsgatan 1 - - -
Total Region Uppsala 235,711

1) LG=LEED Gold LS=LEEDSilver LC=LEED Certified
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Buzzing with life on the roof of the
Garnisonen property. Together with Bee Urban,
Vasakronan has created a green oasis for urban
gardening. Bee Urban Evolution Lab doesn’t
just positively impact people’s well-being, it is
also a significant boost to ecosystem services
inthecity.
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ADMINISTRATION REPORT

Administration Report

The Board of Directors and CEO of Vasakronan AB (publ), corporate registration number 556061-4603,
hereby present the 2018 Annual Report for the Group and Parent Company.

Rental market

Property market trends in the regions and sub areas in which
Vasakronan operates were characterised in 2018 by the continued
strength of the economy. Demand for modern office premisesin
centrallocations or in areas with good communications has remained
highinthe office rental market.

The strongest trend was posted in Stockholm’s CBD and central
Stockholm, where rentsrose around 7%. Rent levels have risenin
Gothenburgalso, and increased by about 3%.

For central locations in Vasakronan's markets, office vacancies
have remained relatively still at low levels during the year, rising from
3% to not quite 5%. Malmo is the exception where office vacancies
were approximately 9%in 2018.

Property market

The property market in Sweden has performed well over the last few
years aswas the casein 2018 due to the economic boom, low interest
rates and good access to capital. Aside from the development of the
economy and employment, there are primarily three trends that affect
the property market: digitisation, expanding e-commerce and new
patterns of demand for offices. Parallel to these three aspects, the
sector - alongwith society as awhole - is also affected by a greater
focus onsustainability topics, first and foremost driven by the increas-
ingly obvious effects of ongoing climate change. Increasing interest
and awareness of health issues, not least how employees’ healthis
affected by workplace conditions and environment, is also having
considerable influence on how property companies plan premises
andtheir surrounding environments.

During the year, completed transactions amounted to SEK 165 bil-
lion,compared with SEK 157 billionin 2017. Office properties
accounted for almost 40% of the above. The majority of the transac-
tions were conducted in Stockholm and most of the buyers were
Swedish operators.

The market is characterised by continued healthy access to capital
and low interest rates. Market requirements for yields have declined
in all of Vasakronan’s sub-markets over several years, and this trend
continuedin 2018. Inthe CBDs of Stockholm and Gothenburg, the
requirements for yields are 3.5% and 3.7% respectively, and in Stock-
holm’s inner suburbs, Oresund and Uppsalafrom 4.2-5.7%.
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Operations

Vasakronan owns, manages and develops centrally located office and
retail properties in Stockholm, Uppsala, Gothenburg, Malmé and Lund.
After the end of the period, the entire Lund portfoliowas divested. At
year end, the property portfolio comprised 174 properties (179) with
atotallettable areaof 2.4 million sq. m. (2.4). Of the total area, 85% (84)
was environmentally certified. The total market value of the properties
atyear end amounted to SEK 139 billion (127), and the ten largest
properties accounted for 29% of the value.

Contractedrent
by geographic market

Contractedrent
by property type

Offices, 73%
W Retail, 19%
W Other,8%

B Stockholm, 63%
Gothenburg, 18%
Oresund, 11%
Uppsala, 8%

The occupancy ratewas 93.1% (93.1) on 31 December 2018. Of total
vacancies, 2.5 percentage points (2.8) were attributable to ongoing
projects and development properties. At year end, Vasakronan had
property projects encompassing new construction, extensions or
redevelopments valued at SEK 10.6 billion (9.3). of which SEK 3.9 bil-
lion (2.7) was capitalised. The occupancy rate for major projectswas
41% (44) at the end of the period. Vasakronanimproves its property
portfolio by buying and selling properties, thereby creating the pre-
conditions for anincreased long-term return. During the year, proper-
ties for SEK 0.6 billion were acquired, of which Dragarbrunn 18:3 was
the largest and five properties were divested for a total of SEK 2.5 bil-
lion,where at SEK 1.1 billion the sale of Garda was the largest.
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Personnel

At 31 December 2018, the number of employees was 309 (349).
Vasakronan strives to be acompany where the diversity of society is
reflected in the composition of its personnel. Allemployees and job
applicantswill be treated equally, and no discrimination will be
accepted. Further information related to staff composition can be
found onpages 122-123 of this printed document.

Distribution, women and men

Allemployees Board of Directors

000

B Women,46% (42)
W Men, 54% (58)

Management Team

B Women, 46% (46)
= Men, 54% (54)

B Women, 56% (44)
m Men,44% (56)
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ADMINISTRATION REPORT

Sustainability reporting

Inaccordance with Chapter 6, Section 11 of the Annual Accounts Act,
Vasakronan has chosento prepare its sustainability report separately
fromits Annual Report. The Sustainability Report can be found on
pages 112-127 inthis printed document.

Appropriation of profit

Adividend of SEK 4 billion has been proposed to the General Meeting.
The Board finds that the proposed dividend is justifiable in terms of
the assessment criteria stipulated in Chapter 17, Section 3, second
and third paragraphs of the Swedish Companies Act regarding opera-
tions, scope and risks as well as consolidation requirements, liquidity
and general position. Refer to page 93.

Events after the balance-sheet date

In addition to the above proposed dividend, after the end of the
financial year, Vasakronansigned a ten-year lease with the Swedish
TaxAgency for 42,000 square metres at the Nya Kronan property in
Sundbyberg. The letting encompasses two buildings and one existing
building undergoing renovation. Occupancy is scheduled for the end
of 2021. The agreement with the Swedish Tax Agency means the
propertyis now fully let.

Future performance

The assessment for 2019 is for the rental market to remain strong,
with continued strong demand for office premises in good locations.
This means excellent prerequisites for improving net operating
income and a slightly higher occupancy rate. The targets for 2019 are
anincrease in net operating income in comparable property holdings
of 6% and an occupancy rate of not less than 94% at year end.

The healthy rental market also creates favourable prerequisites
for the continued development of Vasakronan’s property holdings.
Planning of additional projects is in progress, and the assessment is
that approximately SEK 4 billion will be invested in 2019.
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Consolidated income statement

Amounts in SEK million 2018 2017 Note
Rental revenue 6,718 6,490 2.1-2
Operating expenses 741 -662
Repairs and maintenance -108 -110
Property administration -357 -331 2.3
Property tax -527 -544
Ground rents -146 -165
Total property expenses -1,849 -1,812 2.3
Net operatingincome 4,869 4,678
Earnings from services 0 -
Central administration -101 -97 2.3
Result from participationsin joint ventures 159 -3
Interestincome with effective interest method 3 2 2.5
Interest expense -1,046 -1,167 2.5
Profit before value changes and tax 3,884 3,413
Change invalue of investment properties 10,651 7,973 4.2
Change invalue of financial instruments 13 468 6.5
Divested/impaired goodwiill -62 -26 4.1
Profit before tax 14,486 11,828
Current tax -120 -95 3.1
Deferred tax -1,464 -2,464 3.1
Profit for the year 12,902 9,269

Other comprehensive income

[tems that may not be reclassified

Pensions, revaluation -18 -14 2.4
Restriction for surplus in pension plan with asset cap 8 3 2.4
Income tax on pensions 2 2

Other comprehensive income for the year, net of tax -8 -9

TOTAL COMPREHENSIVE INCOME FOR THE YEAR?Y 12,894 9,260

Key metrics

Surplus ratio, % 73 72

Interest coverage ratio, multiple 4.7 3.9

1) Since there are no minority interests, the entire profitis attributable to the Parent Company’s shareholders.
The absence of any potential shares means there is no dilutive effect.
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Comments on the consolidated income statement

Rental revenue
Rental revenue increased during the year to SEK 6,718 mil-
lion (6,490). Incomparable property holdings, the increase
was 5% and was mainly attributable to higher gross rents
from new lettings contracted and from renegotiated leases
aswell as from rent adjustment for inflation. New lettings
correspondingto 146,000 sq.m. (167,000) and annual rent
of SEK 510 million (613) were contracted, of which 20% (18)
impacted onrevenue in 2018. Notice of termination was
received duringthe year (tenant will be vacating) corre-
sponding to annual rent of SEK 491 million (446), whereby
net lettings amounted to SEK 19 million (167).
Renegotiations and lease extensions during the year
encompassed 324,000sq.m. (369,000) and corresponded
toannual rent of SEK 990 million (1,036), resultinginan
increase on the previous rent payable of 12% (10). Of all
the contracts up for renegotiation over the last 12 months,
69% (64) of the tenants decided to extend their contracts.
Contractedrent at the end of the year amounted to
SEK 6,854 million (6,638) and the average remaining matu-
ritywas 4.2 years (4.2). The closing occupancy rate was
93.1% (93.1). Of total vacancies, 2.0 percentage points (2.5)
were attributable to ongoing projects and 0.5 percentage
points (0.3) to vacant development properties.

Evendistribution of rents to maturity

No.of Annualrent,

contracts SEKm % of total
2019 1,402 1,118 16
2020 932 1,116 16
2021 759 1,171 17
22022 1,138 3,140 46
Total 4,231 6,546
Residential 1,169 99 1
Garage - 209 3
Total 5,400 6,854
Maturity structure for contracted rent.
Widely distributed over many tenants

Sharein %

Swedish Police Authority 3
Ericsson 3
H&M 3
Swedish Prison and Probation Service 2
Forsakringskassan (Social Insurance Agency) 2
Swedish National Courts Administration 1
Ahléns 1
KPMG 1
Region Uppsala 1
NetEnt 1
Total 18

Largest tenants, share of contracted rent

Rising rental revenue Stable occupancyrate Public sector comprises
largest share of tenants
SEKm SEK/m? %
7,000 5000 95 ‘
6,000 4,000 93 \
5,000 3,000 91 ‘
4,000 2,000 89 -
3,000 1,000 87
W Publicsector, 24% Finance, 5%
2,000 85 . o o
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018 B Services, 21% Telecom, 4%
= Consumer goods, 19% M Industry, 3%
M Rentalrevenue, SEKm m T, 9% m Other,15%
= Rental revenue SEK/sq.m. Breakdown by sector,
January-December At 31 December share of contracted rent
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Property expenses

Property expenses amounted to SEK 1,849 million (expense:
1,812) for the year. For comparable property holdings, the

increase in property expenses was 4% (4). The increase was
primarily due to higher costs for electricity and district cool-
ing, but alsodue toincreased property administration costs.
The portfolio’'s energy intensity improved to 103 kWh/sq. m.
(100) at the end of the period, mainly due to the cold winter

and extremely warm summer.

Net operatingincome

Year-on-year, the total number of employees declined to
309 (349) at the end of the period. The decrease was due to
therestructure completed in February whereby a number
of employees in Vasakronan’s technical organisation trans-
ferred employer to Coor. The cost of these personnel is rec-
ognised as an operating expense, both prior to and after the
restructure.

Result from participationsin joint ventures
During the year, atotal of SEK 162 million (0) was received
fromthe joint venture Jarvastaden AB, which Vasakronan

Net operatingincome increased during the period to SEK
4,869 million (4,678) due to rising market rents. For compa-
rable property holdings, the increase in net operating
income was almost 6% (6). The surplus ratio increased to

owns in partnership with Skanska.

Netinterest

Net interest expense improved to SEK 1,043 million

73% (72) due to higher rental revenue.

Administration

(expense: 1,165) due to lower interest rates and credit mar-
ginsover the year. The average interest rate for loans and
derivatives decreased to 1.6% (1.7) at the end of the period.

64

Property administration costs were SEK 357 million (expense:
331) and central administration costs were SEK 101 million
(expense: 97). The increase was attributable to the number
of employees whose salaries were charged to administration
during the year and which averaged 241 (230).

The average fixed-interest tenor increased to 4.7 years
(4.5). The proportion of loans with fixed-interest maturities
withinoneyear increased to 43% (41) and loans with
fixed-interest maturities of five years or more increased to
47% (43) of interest-bearing liabilities.

Sensitivity analysis

Change Impact on profit before tax, SEK m
Economic occupancy rate +/- 1% +/-61
Rental revenue +/-1% +/-67
Price change for renegotiated expiring leases +/- 1% +/-11
Property expenses +/- 1% -/+18
Net interest with current fixed-interest tenors and changed interest +/-1 percentage point -/+229
Value of interest-rate derivatives if average interest rates change? +/-1 percentage point -/+1,902
Market value of properties? +/- 1% +/- 1,389

1) The unrealised appreciation in value of interest-rate derivatives can be realised to meet the effect of cash flow from increased borrowing expenses.
2) The market value is in turnimpacted by other factors, refer to the sensitivity analysis on page 84.

High surplus ratio
SEK'm %
5,000 100
4,000 80
3,000 60
2,000 40
1,000 20
0 0
2014 2015 2016 2017 2018

m Netoperatingincome, SEKm == Surplusratio, %
January-December

Improved interest coverage ratio

Multiple

5

4

w
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The LTMinterest coverage ratio increased to a multiple of
4.7 (3.9) as aresult of animproved net operating income and
lower net interest expense. The policy for the interest cov-
erage ratio does not permit it falling below a multiple of 2.0
over arolling 12-month period.

Profit before value changes and tax
Profit before value changes and tax was SEK 3,884 million
(3,413),up 14%.

Changeinvalue of investment properties

At 31 December 2018, the entire property portfolio had
beenvalued by external appraisers Cushman & Wakefield
or Forum Fastighetsekonomi.

Altogether, the change in the property value amounted to
SEK 10,651 million (7,973), which corresponded to an 8.5%
(6.9)increase invalue. The increase was primarily attribut-
able torising market rents, particularly in the Stockholm
portfolio, but was also due to lower yield requirements,
mainly in Gothenburg.

Onaverage, the yield requirement for the portfolio was
4.4%, compared to 4.5% for corresponding properties at
theend of 2017.

Change in value of financial instruments

Derivatives are primarily used to adjust the maturity struc-
turein the loan portfolio and to hedge borrowings in foreign
currencies. At the end of the period, the derivative portfolio
amounted to SEK 62,088 million (63,727).

ADMINISTRATION REPORT FINANCIAL STATEMENTS

The value change inderivatives was SEK 14 million (468).
Vasakronan opted for early settlement of interest-rate
derivatives for anominal value of SEK 5,650 million (3,200)
during the year. With that, a previously recognised loss of
SEK 484 million (loss: 359) was realised. At the same time,
new interest-rate derivatives were entered into with longer
maturities and at currentinterest rates.

Tax
The Groupreported a total tax expense of SEK 1,584 mil-
lion (expense: 2,559). Of the tax expense, SEK 120 million
(expense: 95) was current tax and SEK 1,464 million
(expense: 2,464) was deferred tax resulting from tempo-
rary differences primarily attributable to investment prop-
erties and financial instruments. The change in deferred
tax between the years was due to the restatement of the
deferred tax liability at the tax rate of 20.6% in accordance
with the government’s decision to change the corporate tax
rate from 1 January 2019. The restatement entails a posi-
tive nonrecurringimpact of SEK 1.1 billion on deferred tax.
After adjustment for the nonrecurring effect, the effective
taxrate amounted to 18.3% (21.6). The lower tax rateis an
effect arising from completed sales of companies.

Vasakronan has a tax policy that has been established by
the Boardtoensure that taxissues are managedin a social
responsible way. For more information on Vasakronan’s tax
policy, please see Vasakronan's website.

At the end of the period, Vasakronan was not involved in
any tax litigation.

Change invalue by region

Contributionto
changeinvalue,
Changeinvalue,% percentage points

Changeinvalue, by category

Contributionto
changeinvalue,
Changeinvalue,% percentage points

Stockholm 9.3 6.1 Investment properties 8.4 7.6
Gothenburg 9.7 1.8 Development properties 8.7 0.6
Oresund 3.2 03 Transactions - 0.3
Uppsala 5.5 0.3 Total 85
Total 8.5

Factorsimpacting value?

Value impact, %

Yield requirement 1.9
Market rents 6.6
Total 8.5

1) The increase in value was also due to investments and other factors impacting value
that have been allocated proportionally across yield requirements and market rents.
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Consolidated balance sheet

Amounts in SEK million 2018 2017 Note
ASSETS

Non-current assets

Intangible assets 2,089 2,145 4.1

Property, plant and equipment (PPE)

Investment properties 138,934 126,875 4.2

Equipment 44 46 4.3
138,978 126,921

Financial assets

Shares and participations injoint ventures 365 368 7.2

Receivables from joint ventures 165 -

Derivatives 214 242 6.4

Other non-current receivables 270 313 6.4

1,014 923

Total non-current assets 142,081 129,989

Current assets

Accounts receivable 29 20 51

Receivables from joint ventures 0 1

Derivatives 39 33 6.4

Other current receivables, prepaid expenses and accrued income 837 817 52

Cashand cash equivalents 2,215 1,423 6.3

Total current assets 3,120 2,294

TOTAL ASSETS 145,201 132,283

EQUITY AND LIABILITIES

Equity

Share capital 4,000 4,000

Other contributed capital 4,227 4,227

Retained earnings 52,044 43,150

Total equity 60,271 51,377

Non-current liabilities

Non-currentinterest-bearing liabilities 45,956 44,711 6.2
Deferred tax liability 18,286 16,824 3.2
Derivatives 2,200 2,699 6.4
Other non-current liabilities 76 55 64
Provision for pensions 91 86 2.4
Total non-current liabilities 66,609 64,375

Current liabilities

Currentinterest-bearing liabilities 15,131 13,710 6.2
Accounts payable 118 124

Liabilities joint ventures 151 17

Current tax liabilities 42 80

Derivatives 20 3 6.4
Other current liabilities, accrued expenses and deferred income 2,859 2,597 5.3
Total current liabilities 18,321 16,531

TOTALEQUITY AND LIABILITIES 145,201 132,283

Key metrics

Netinterest-bearing liabilities, SEK m 58,872 56,998

Equity/assets ratio, % 42 39

LTV, % 41 43
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Comments on the consolidated balance sheet

Intangible assets

Intangible assets primarily consist of goodwill. Goodwill has
arisen fromthe recognition of deferred tax on property at
the nominal tax rate on the date of the business combination,
while the tax rate applied when calculating the purchase
price for the acquisition was lower than the nominal rate. At
31 December, goodwill was SEK 1,982 million (2,045), and
the decline was primarily due to the sale of properties.

The remaining portion of intangible assets comprised the
value of the Vasakronan brand, which amounted to SEK 100
million (100). The SEK 7 millioninvested in a new technical
platformto develop the digital property language Real
Estate Corewas alsorecognised as an intangible asset.

Investment properties

At 31 December 2018, based on external appraisals the
estimated market value of Vasakronan’s property portfolio
was SEK 138,934 million compared with SEK 126,875 mil-
lionatyear-end 2017. The change in value during the period
was SEK 10,651 million (7,973) and the remaining change in
the market value comprised net investments. Achange inthe

andinvestments. Consideration has also been taken for any
assessed changesin market rents and yield requirements.
Amore comprehensive description of Vasakronan’s property
valuation methodology is available in Note 4.2 on page 83.

Vasakronanhas set high goals for environmental certifi-
cationof its property portfolio. It aims to eventually obtain
certification for all of its properties and at year end, 85% (84)
of the portfolio had environmental certification.

During the quarter, Vasakronan sold and transferred
three properties in Lund: Apotekaren 12; Galten 25; and
Repslagaren 31 to Stena Fastigheter at a property value of
SEK 370 million. The Telefonfabriken 7 property at Telefon-
planin Stockholmwas also sold for SEK 210 million. The sale
pertained to development rights for housing and the buyer,
Einar Mattsson, will take possession of the property when
the demolition of the existing building has been completed.

Higher property values

yield requirement of +/- 0.25 percentage pointswould have ~ SEKm 2018 2017
anegative impact of 5.2/5.9% on the value of the current Opening value, 1January 126,875 115922
property portfo“O. Investments 3,335 2,543
The valuations were performed pursuant tothe RICSRed  Acquisitions, consideration 594 1,049
Book and apply the same methodology as previous valuations.  Sales, consideration -2,521 -612
Market valueis influenced by property-specificevents,such ~ Changeinvalue 10,651 7,973
as new and renegotiated leases, properties being vacated Closing value, 31 December 138,934 126,875
Large investments in property projects
Totalin- Share Areaof  Estimated Environ-
vestments, Capitalised, capitalised, premises, completion Occupancy mental
City Property SEKm SEKm % sg.m. date rate, %" certification
Stockholm Sergelhuset 3,700 1,495 40 56,500 Dec2021 4 LEED
Gothenburg Platinum 2,600 536 21 52900  Dec2021 47 LEED
Stockholm Nattugglan, block 2 800 71 9 15,000 Jun2021 80 LEED
Stockholm, Solna Strand  Noéten 5 phase 2 635 148 23 13,000 Sep 2020 51 LEED
Malmo Priorn 5 580 323 56 13,200 Apr 2020 55 LEED
Uppsala Kronasen 1:1 Celsius 420 93 22 10,200 Dec 2020 82 LEED
Stockholm, Frésunda Hilton 7 390 342 88 11,000 Sep 2019 26 LEED
Stockholm Styrpinnen 15 190 95 50 3,650 Dec 2019 0 LEED
Stockholm, Solna Diktaren 115 2 2 6,400 Aug2021 100 LEED
Gothenburg Bohusgatan 94 83 88 5,400 Dec2018 100 LEED
Total major property projects 9,524 3,188 33 41
Other projects 1,095 721
Total 10,619 3,909

1) Calculated based on area.
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Property projects

Ongoing property projects have a total investment volume of
SEK 10,619 million (9,397), of which SEK 3,909 million (2,663)
had been capitalised as of 31 December. The occupancy rate
for major projectswas 41% (44) at the end of the period.

During the quarter, asix-year lease was signed for 6,600
sg. m. with the Swedish Council for Higher Education (UHR)
atthe Noten 5 property whichis part of the Strand office
development in Solna Strand. The redevelopment and
modernisation of Noten 5, which comprises four buildings,
is being conducted in several stages. Phase 1, whichencom-
passes 4,400 square metres, was completed in autumn
2017 andis fully let to tenants including Cowi.

The agreement with UHR means that the scope of phase 2
isbeing extended to encompass an additional 13,000 square
metres and anincrease ininvestment to SEK 420 million.

In phase 2, a building to link the four existing buildings will
be constructed at an investment cost of slightly more than
SEK 200 million.

Deferred tax

From and including mid-2018, deferred taxis calculated
using anominal rate of 20.6% on differences between
the carrying amount and tax base of assets and liabilities.
At 31 December 2018, the deferred tax liability was
SEK 18,286 million (16,824) and pertained primarily to
investment properties. The mainreason for the change
was the higher market value of the properties. In parallel,
the taxliability has declined SEK 1.1 billion now that the
taxis calculated at 20.6% rather than 22%.

Liabilities, and cash and cash equivalents
Interest-bearing liabilities, net of cash and cash equivalents,
increased to SEK 58,872 million (56,998). The average loan-
-to-maturity increased to 3.9 years (3.8) and the average
loan-to-maturity taking into consideration unutilised credit
commitments amounted to 4.4 years (4.4). The proportion
of loans maturing within the next 12 monthsincreased to
25% (23),and the share of loans maturing in five years or
moreroseto 27% (27) of interest-bearing liabilities.
Vasakronan strives to diversify borrowing by allocating
across several different sources of funding and markets.

Allborrowinginthe capital marketsis unsecured. At the

end of the period, the share of capital market financing was

71% (68) and the share of bank financing was 29% (32).
Tofurther diversify borrowing, Vasakronan established an

Euro Medium Term Note program (E

MTN program) inthe

last quarter. Under the program, Vasakronanissued aninitial
EUR 30 million bond with a tenor of six years in December.
During the year, the company issued bonds for SEK 8.0 billion
(10.3) inthe Swedish capital market and for NOK 3.3 billion
(2.8)inthe Norwegian capital market. It also raised secured

bankloans of SEK 2 billion (3.2). At th

eend of the year, total

bank loans outstanding secured against mortgage deeds
declinedto 9% (12) of the Group’s total assets. Total prop-
erty deeds pledged as collateral for the Group’s interest-

bearing liabilities amounted to SEK 1
atyearend.

3,049 million (15,455)

Tosecureits access to capital, the company has a credit
facility with the First, Second, Third and Fourth Swedish

national pension funds that amounts
agreement extends until further noti

to SEK 18 billion. The
cewith anotice period

of twoyears. Cash and cash equivalents of SEK 2,215 million
(1,423) and the unutilised credit facility together correspond
to 134% (152) of loans maturing over the next 12 months or

allloan maturities through the next 2

1 months.

Diversified funding with healthy reserves

Amount

SEKm Loan limit utilised Share, %
Commercial paper 25,000 6,157 10
Bonds, SEK? 60,919 26,729 44
Bonds, NOK? 10,162 16
Bonds, EUR? 305 1
Secured bankloans 12,907 12,907 21
NIBand EIB 4,827 4827 8
Credit facility from owners 18,000 0 0
Total 61,087 100
1) Joint loan limit for EUR, SEK and NOK.

2) The amount corresponds to NOK 9,700 million and is fully hedged.

3) The amount corresponds to EUR 30 million and is fully hedged.
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Consolidated statement

of changes in equity

Other
contributed
Amountsin SEK million Share capital capital Retained earnings Total equity
Equity, opening balance at 1Jan 2017 4,000 4,227 37,890 46,117
Profit for the year - - 9,269 9,269
Other comprehensive income - - -9 -9
Comprehensive income for the year - - 9,260 9,260
Dividend - - -4,000 -4,000
Equity, closing balance at 31 Dec 2017 4,000 4,227 43,150 51,377
Equity, opening balance at 1Jan 2018 4,000 4,227 43,150 51,377
Profit for the year - - 12,902 12,902
Other comprehensive income - - -8 -8
Comprehensive income for the year - - 12,894 12,894
Dividend - - -4,000 -4,000
Equity, closing balance at 31 Dec 2018 4,000 4,227 52,044 60,271
Equity
Equity increased during the period to SEK 60,271 million
(51,377) due to positive comprehensive income of SEK
12,902 million (9,269). The equity/assets ratiowas 42% (39)
andthe LTV was 41% (43).
Lowered LTV Strengthened solvency
% %
60 50
50 40
40 — 30 |
30
20— 20—
10 — 10 ——
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018
At 31 December At 31 December
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Consolidated cash-flow statement

Amounts in SEK million 2018 2017 Note
Operating activities

Net operatingincome 4869 4,678

Central administration -101 -97

Add back amortisation and depreciation 12 15

Adjustment for other non-cash items -9 -7 6.7
Cash flow from operating activities before interest and tax 4,771 4,589

Interest paid -1,069 -1,193

Interest received 3 2

Taxes paid -138 -15

Cash flow before changes in working capital 3,567 3,383

Increase (-)/decrease (+) in operating receivables -190 22

Increase (+)/decrease (-) in operating liabilities 258 63

Cash flow from operating activities 3,635 3,468

Investing activities

Investments in existing property =8.335 -2,543 4.2
Property acquisitions -634 -1,049 4.2
Property divestments 2,526 612

Other PPE, net -9 -5

Acquisition of intangible assets -7 -

Dividends from joint ventures 162 -

Cash flow from investing activities -1,297 -2,985

Cash flow after investing activities 2,338 483

Financing activities

Dividends and Group contributions -4,000 -4,000 7.3
Raised debt: interest-bearing liabilities" 34,908 40,853

Repayment of debt: interest-bearing liabilities? -32,223 -37,344
Changeincollateral? 253 -357

Redemption of financial instruments -484 -359

Cash flow from financing activities -1,546 -1,207

Cash flow for the period 792 -724

Opening balance, cash and cash equivalents 1,423 2,147
Cashflow for the period 792 -724

Closing balance, cash and cash equivalents 2,215 1,423 6.3

1) From Q1 2018, commercial paper issued or redeemed is recognised gross. The comparative figures have been restated.
2) From Q2 2018, credit support annexes (CSAs) have been reclassified from working capital to financing activities.

The comparative figures have been restated.
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Comments to the consolidated cash-flow statement

Cashflow fromoperating activities before interest and taxes
increased SEK 184 millionto SEK 4,771 million (4,589). The
increase was primarily attributable to higher net operating
income. Cash flow from operating activities after changesin
working capital increased to SEK 3,635 million (3,468).

Investmentsin existing properties rose during the period
to SEK 3,335 million (2,54 3) due to increased investments
in projects. Cash flow from the purchase and sale of proper-
ties posted anetimprovement of SEK 1,892 million (outflow:
437)duetoincreased property sales. During the quarter,
SEK 40 millionwas disbursed to NCC and pertained to the
remainder of the purchase consideration for the Barnstenen
property in Gothenburg that was acquiredin 2015. Cash
flow after investing activities thus amounted to SEK 2,338
million (483).

Intotal, net borrowing for the year amounted to SEK
2,685 million (3,509). The redemption of financial instru-
mentshad anegative impact on cash flow from financing

activities of SEK 484 million (outflow: 359). Intotal, cash and
cashequivalentsincreased SEK 792 million (decreased: 724)
and totalled SEK 2,215 million (1,423) at the end of the period.

Stable cash flow from operating activities

SEK'm
4,000

3,000

2,000 —

1,000 — I I
0 ||

2014 2015 2016 2017 2018

Cash flow from operating activities before changes in working capital
M Cashflow after investing activities
January-December

Property divestments 2018

Property City Buyer  Purchaseprice,SEKm Transfer date
Primus 1 Stockholm Oscar Properties/ 931 Mar 2018
Starwood Capital

Solna Jarva 2:28,2:35,2:36 Solna M 129 Mar 2018

SolnaJarva 2:29,2:37,2:38 Solna M 126 Jul2018

Garda 18:23 and Garda 18:24 Gothenburg Platzer 1,068 Sep 2018

Apotekaren 12, Repslagaren 31 and Galten 25  Lund Stena Fastigheter 370 Nov 2018

Total property value 2,624

Acquisition-related costs, such as stamp duty and other

transaction costs, as well as deduction for deferred tax -103

Total purchase price 2,521

Agreed divestments to be completed

Property City Buyer  Purchaseprice,SEKm Transfer date

Smedjan 13and 15 Lund Trianon 88 Dependent on detailed
development plan

Stockholm Telefonfabriken 7 Stockholm Einar Matsson Projekt 210 Dependent ondemolition

Total purchase price 298

Property acquisitions 2018

Property City Seller  Purchaseprice,SEKm Occupancy

Priorn 5 Malmé The City of Malmo 78 Feb2018

Part of Midsommarkransen 1:1 Stockholm The City of Stockholm 31 Apr2018

SolnaJarva2:29,2:37,2:38 Solna Jarvastaden 137 Jun2018

Dragarbrunn 18:3 Uppsala SEB Trygg Liv 285 Aug 2018

Boldnderna 7:4 Uppsala Bil-TreaniUppsala 45 Oct 2018

Kungsdngen 14:1 Uppsala Municipality of Uppsala 17 Dec2018

Total property value 592

Acquisition-related costs, such as stamp duty and other

transaction costs, as well as deduction for deferred tax 2

Total purchase price 594
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Parent Company financial statements

INCOME STATEMENT BALANCE SHEET
Amountsin SEKmillion 2018 2017 Note  AmountsinSEK million 2018 2017 Note
Net sales 484 453 ASSETS
Operating expenses -605 -565 2.3-4 Non-current assets
Capital gainon sales 341 - 4.2 Equipment 11 19 4.3
EBIT 220 -112 Shares and participations in subsidiaries 30,660 30,610 7.1
Receivables from subsidiaries 9,820 9,196
Financial items Shares and participations injoint ventures 1 1 7.2
Profit from participations in subsidiaries 7,192 3,500 8.2 Receivables from joint ventures 165 -
Result from participationsinjoint ventures 0 0 Deferred tax assets 137 246 3.2
Interestincome 67 57 2.5 Derivatives 214 242 6.4
Interest expense -1,107 -1,184 2.5 Other non-current receivables 267 309 6.4
Profit before value changes and tax 6,372 2,261 Total non-current assets 41,275 40,623
Change invalue of financial instruments 13 468 6.5
Appropriations - -142 8.3 Current assets
Profit before tax 6,385 2,587 Accounts receivable 0 0 5.1
Receivables from subsidiaries 32,448 29897
Tax -109 -326 3.1 Receivables from joint ventures 0 150
Profit for the year 6,276 2,261 Current tax assets 78 -
Derivatives 39 33
STATEMENT OF Other current receivables, prepaid
COMPREHENSIVE INCOME expenses and accrued income 470 396 52
Profit for the period recognised Cash and cash equivalents 2,212 1,420 6.3
inprofitor loss S 2,261 Total current assets 35,247 31,896
Other comprehensive income - -
Total comprehensive income for the year 6,276 2,261 TOTAL ASSETS 76,522 72,519
CHANGE INEQUITY
Retained
Amountsin SEK million Share capital® earnings Total equity
Equity, opening balance at 1Jan 2017 4,000 6,939 10,939
Profit for the year - 2,261 2,261
Comprehensive income for the year - 2261 2261
Dividend - -4,000 -4,000
Equity, closing balance at 31 Dec 2017 4,000 5,200 9,200
Equity, opening balance at 1Jan 2018 4,000 5,200 9,200
Profit for the year 6,276 6,276
Comprehensive income for the year 6,276 6,276
Dividend -4,000 -4,000
Equity, closing balance at 31 Dec 2018 4,000 7,476 11,476

1) 40,000,000 shares with a quotient value of SEK 100 per share.
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BALANCE SHEET CASH-FLOW STATEMENT
Amountsin SEK million 2018 2017 Note Amountsin SEK million 2018 2017 Note
EQUITY AND LIABILITIES Operating activities
Equity EBIT 220 -112
Restricted equity Add-back of amortisation,
Share capital 4,000 4,000 depreciation and impairment 4 30
4,000 4,000 Adjustment for other non-cashitems -342 -3 6.7
. ; Cash flow from operating
Unrestricted t
nres ”Cd edequty 200 2939 activities before interest and tax -118 -85
Retai i 1, s .
etanedearnings Interest paid 1117 -1180
Profitfor th 6,276 2,261 .
rolfortheyest 7’476 5.200 Interest received 67 57
I ! 9’200 Taxes paid -138 -15
Tota it 11,476 ,
oralequity Cash flow before changes
inworking capital -1,306 -1,223
Untaxed reserves 186 186 8.3
Increase (-)/decrease (+)
Non-current liabilities inoperating receivables -1584 -5,660
Non-current interest-bearingliabilities 45956 44711 62  Increase(+)/decrease(-)
Derivatives 2,200 2,699 oa in operating liabilities : - -565 -757
Other non-current liabilities 75 54 o Cash flow from operating activities -3,455 -7,640
Provision for pensions 7 3 . L
Total non-current liabilities 48,235 47,467 Investing activities
Acquisitions of equipment =i -7
Current liabilities Divestments of equipment 3
Acquisition of sh insubsidiari 0
Currentinterest-bearing liabilities 15131 13,710 6.2 CQUISTHION OT SNATES IN SUBSIAIANes
Divestment of shares in subsidiaries 328 -
Accounts payable 7 4
o Dividends received from subsidiaries 5,463 8,124
Current tax liabilities - 80 hlow - - —
Liabilities to subsidiaries 790 1415 Cashflow from investing activities SR
Derivatives 20 3 o Cash flow after investing activities 2,338 481
Other current liabilities, accrued expenses . . L
and deferred income 677 454 5.3  Financingactivities
Total current liabilities 16,625 15,666 Dividends and Group contributions
to Parent Company -4,000 -4,000 7.3
Raised debt: int t-bearing liabiliti 34,908 40,853
TOTALEQUITY AND LIABILITIES 76522 72,519 alsecaebtmerestoearing 1abiites
Repayment of debt: interest-bearing
liabilities -32,223 -37,344
Changeincollateral 253 -357
Parent Company Redemption of financial instruments -484 -359
The operations of the Parent Company, Vasakronan AB Cash flow from financing activities -1,546 -1,207
(publ), consist of Group-wide functions and providing an Cash flow for the period 792  -726
organisation for the management of properties owned by
subsidiaries. The Parent Company does not directly own Opening balance, cash and
any properties. cash equivalents 1420 2,146
The Parent Company’s revenue for the period was Cash flow for the period 792 -726
SEK 484 million (453), which primarily consists of the Closing balance, cash and
cash equivalents 2,212 1,420 6.3

Parent Company’sinvoices to the subsidiaries for services
rendered. The change in the value of financial instruments
was SEK 13 million (468). Profit before tax was SEK 6,385
million (2,587) and was attributable to increased dividends
from subsidiaries. Closing cash and cash equivalents
amounted to SEK 2,212 million (1,420).

VASAKRONAN ANNUAL REPORT 2018




FINANCIAL STATEMENTS PROPOSED APPROPRIATION OF PROFITS

Proposed appropriation of profits

The consolidated income statement and balance sheet and the Parent Company’s income statement and balance sheet will
be subject to adoption by the AGM on 7 May 2019.

The following profit is at the disposal of the AGM: The Board proposes that the earnings be appropriated as follows:

Retained earnings SEK 1,199,886,400 Dividend to shareholders, SEK 100 per share SEK 4,000,000,000
Profitfor the year SEK 6,276,547,183 Tobe carried forward SEK 3,476,433,583
Total SEK7,476,433,583  Total SEK 7,476,433,583

Adividend of SEK 4 billion has been proposed to the General Meeting. The Board finds that the proposed dividend is justifi-
able interms of the assessment criteria stipulated in Chapter 17, Section 3, second and third paragraphs of the Swedish
Companies Act regarding operations, scope and risks as well as consolidation requirements, liquidity and general position.
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Notes

NOTES FINANCIAL STATEMENTS

Notes, pertaining to the Group and Parent Company. Allamounts are given in SEK million, if not otherwise stated.

NOTE 1 General information and accounting policies

1.1 General information

The Vasakronan Group's operations comprise the ownership,
management and development of properties with the aim of providing
ownerswith ahighandstable long-termreturn. The Parent Company
Vasakronan AB (publ) has personnel employed to manage and administer
the Group’s properties. The Parent Company’s assets mainly comprise
shares and participations in the companies that own the properties.

Parent Company domiciled in Stockholm; Vasakronan AB (publ)
Corp.Reg.No: 556061-4603

Address: Master Samuelsgatan 56, Box 30074, SE-104 25 Stockholm,
Sweden

Vasakronan ABis owned by Vasakronan Holding AB, corporate registra-
tionnumber 556650-4196, whichis owned inturninequal shares by the
First, Second, Third and Fourth Swedish National Pension Funds.

The annual accounts and consolidated accounts were approved by
the Board for publicationon 25 March 2019 and will be submitted to
the Annual General Meeting for adoptionon 7 May 2019.

1.2 Accounting policies

This section provides an overview of the policies applied inthe prepara-
tion of these financial statements. Refer to the respective note for infor-
mation about specificitems. Allamounts are stated in SEK million, unless
otherwise stated. Amounts pertainto the 1 January to 31 December
period forincome-statement items and 31 December for balance-sheet
items.

Basis for preparation of the financial statements

The consolidated financial statements have been prepared in accordance
with the International Financial Reporting Standards (IFRS) as deter-
mined on 31 December 2018 and as adopted by the EU together with the
interpretationsissued by the IFRS Interpretations Committee (IFRIC),
and inaccordance with the Swedish Financial Reporting Board'’s recom-
mendation RFR 1, Supplementary Accounting Rules for Corporate
Groups and the Annual Accounts Act. These policies were consistently
appliedfor allyears presented, unless otherwise stated.

The consolidated financial statements have been prepared applying
ahistorical cost convention, except for the measurement of investment
properties,and certain financial assets and liabilities, which are measured
atfair value. The areas involving a higher degree of complexity, or areas
where assumptions and estimates are significant, are disclosed in more
detail inthe respective note.

Consolidated accounts

Group companies are entities over which Vasakronan exercises a con-
trolling influence. Subsidiaries are companies owned directly by Vasa-
kronan AB (publ). A “controlling influence” entails that the Parent Com-
pany is exposed to, or is entitled to, variable returns fromits investment,
and canalso affect the returns from the subsidiary by means of its influ-
ence. Group companies are consolidated from the date on which con-
trollinginfluence is transferred to the Group, and they are deconsoli-
dated from the date that control ceases.

Initial recognition of Group companies in the consolidated financial
statements follows the acquisition method. Any surplus comprising the
difference between compensation paid and the fair value of the Group’s
share of identifiable acquired net assets is recognised as goodwill.

When acompany is acquired, the acquisition meets the criteria for
either an asset acquisition or a business combination. Atransaction
qualifies as an asset acquisitionif it pertains to properties, with or with-
outleases, but excluding an organisation and the administrative pro-
cesses required for property management. Other acquisitions are busi-
ness combinations. The management determines for each acquisition
which criteriahave been met. The assessment is that all acquisitionsin
2018 and 2017 were asset acquisitions.

Intra-Group transactions, balances, and any unrealised gains and
losses arising fromintra-Group transactions are eliminated in preparing
the consolidated financial statements.
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Joint ventures

Alljoint arrangements are classified as joint ventures since the agree-
ment terms or the entities’ legal forms entitle the participants to the net
assets of the related arrangement. Joint ventures are companies where,
through partnership agreements with one or more parties, Vasakronan
shares controlling influence with one or more parties.

Holdings injoint ventures are recognised using the equity method. This
means that the consolidated carrying amount of the holding is adjusted
with Vasakronan’s share of profit for the year and any dividends received,
and accordingly, the Group's participationinjoint venturesis thus rec-
ognised inthe consolidated income statement. When losses in ajoint
venture exceed the Group’s share, the Group does not recognise further
losses unless it hasincurred obligations or made payments on behalf of
thejoint venture.

Intra-Group gains and losses as aresult of transactions with these
companies are eliminated inrelationship to the Group’s holding. Adjust-
ments have been made where the accounting policies of joint ventures
donot correspond with those of the Group.

Leases
Leases inwhich essentially all significant risks and benefits of ownership
areretained by the lessor are classified as operating leases. Under this
basis, all of the Group’s lease agreements are classified as operating
leases. Properties leased out under operating leases are included in
investment properties. See Note 2.2 for the accounting policy relating
torentalrevenue.

Payments made under operating leases, where Vasakronanis the
lessee, are charged to profit or loss on a straight-line basis over the
period of the lease.

Provisions

Provisions comprise reliable estimates of amounts that reflect formal

or constructive obligations for the Group as aresult of earlier events.
Provisions are classified as current liabilities if payment can be

deferredforupto 12 months after the balance-sheet date, otherwise

provisions are classified as non-current liabilities.

Critical judgements in applying the Group’s accounting policies

The preparation of financial statements in accordance with generally
accepted accounting principles requires that the management and
Board make judgements and assumptions that affect the amounts rec-
ognised for assets, liabilities, income and expenses, as well as other
information disclosed. These judgements are based on experience and
assumptions that are considered reasonable in view of the prevailing
circumstances. The most significant in preparing the company’s finan-
cialreports are as follows:

« Fair value of investment properties, Note 4.2 on pages 83-84

« Criteriafor business combinations and asset acquisitions, page 75

« Recoverable amount for goodwill, Note 4.1 on page 83

New or amended accounting standards
IFRS16 Leases applies from 1 January 2019 and replaces IAS17 Leases
and therelated interpretations IFRIC 4,SCI-15 and SIC-27. Under the
new standard, assets and liabilities must be recognised for all leases
unlessthe lease termis 12 months or less or the underlying asset has a
lowvalue. From 1 January 2019, Vasakronan will recognise ground rent
and land lease agreements of around SEK 5 billion as assets with acorre-
sponding liability. Fundamental assumptions in conjunction with deter-
mination of the amount of the debt were that the leasehold rights are
expectedtobe used indefinitely and that the fees are recognised at net
present value using the applicable interest rates in the ground rent agree-
ments. Ground rent and land lease expenseslinked to these agreements,
which were previously recognised in net operatingincome, will be rec-
ognised as financial expenses under net financial items. Expenses for
2019 are estimated at around SEK 180 million. For further information
about the Group’s obligations pertaining to ground rent agreements,
refer toNote 2.3.

Therearenoother IFRSsor IFRIC interpretations that are not yet
effective that would be expected to have a materialimpact on the Group.
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NOTE 2 Revenue, income and expenses

2.1Segmentreporting

§ Accounting policies - segment reporting
Segmentationis based on how the management and the chief operat- ~ The management is responsible for allocating resources and assess-

ing decision-maker (CODM) monitor and control operations. Vasa- ing the performance of the operating segments. Vasakronan has
Iﬁroman conducts operations in four regions: Stockholm, Gothenburg,  determined thatthe CODM is the CEO of the Parent Company and
Oresund and Uppsala, which correspond to the operating segments the Group's management collectively as the Management Team.
reported.

The allocation of results by segment is conducted down to net operating are not allocated by segment. Items directly attributable to investment
income level, and thereafter only items pertaining directly to investment properties are also segmented in the balance sheet. Other assets, and

properties. Other revenue and costs are assessed as Group-wide and equity and liabilities, are assessed as essentially Group-wide.
Stockholm Gothenburg Oresund Uppsala Group-wide Total
Income statement 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
Rental revenue 4156 4026 1280 1,246 761 755 521 463 - - 6718 6490
Operating expenses -414 -387 -108 -99 -120 -114 -69 -62 - - -711 -662
Repairs and maintenance -63 -64 -16 -14 -15 -17 -14 -15 - - -108 -110
Property administration -178 -167 -75 -67 -63 -58 -41 -39 - - -357 -331
Property tax -342  -358 -98  -100 -61 -60 -26 -26 - - -527  -544
Ground rents -129 -148 -9 -9 -8 -8 0 0 - - -146 -165
Property expenses -1,126 -1,124 -306 -289 -267 -257 -150 -142 - - -1,849 -1812
Net operatingincome 3,030 2,902 974 957 494 498 371 321 - - 4869 4,678
Central administration - - - - - - - - -101 -97 -101 -97
Result from participations
injoint ventures - - - - - - - - 159 -3 159 -3
Interestincome - - - - - - - - 3 2 3 2
Interest expense - - - - - - - - -1,046 -1,167 -1046 -1,167
Profit before value changes
and tax 3,884 3413

Change invalue of

investment properties 7,625 6325 2231 1,067 380 20 415 561 - - 10,651 7,973
Change invalue of
financial instruments - - - - - - - - 13 468 13 468
Divested/impaired goodwill -36 -10 -16 -16 -4 - -6 - - -62 -26
Profit before tax 14,486 11,828
Stockholm Gothenburg Bresund Uppsala Group-wide Total
Balance sheet 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
Investment properties 91,617 82,978 25630 23,688 13,196 12,667 8492 7,542 - - 138,935 126,875
of which, investments
during the year 2,004 1,339 731 644 412 182 188 378 - - 3335 2543
of which, acquisitions/
sales duringthe year -990 1016 -1020 -170 -263 -141 345 =267 - - -1,928 438
Goodwill 1,047 1,083 435 446 420 436 80 80 - - 1982 2045
Other assets - - - - - - - - 4284 3363 4284 3363
Total assets 92,664 84,061 26,065 24,134 13,616 13,103 8,572 7,622 4,284 3,363 145,201 132,283
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2.2Rental revenue

§ Accounting policies - rental revenue

The Group’s revenue primarily consists of rental revenue and addi-
tional rental charges, which are invoiced in advance and allocated
overastraightline sothat only the portionthat falls due during the
periodisrecognised asrevenue. IFRS 15 - Revenue from Contracts
with Customers entered force 1 January 2018. The Group’s reve-
nue is essentially rental revenue, whichis recognised pursuant to
IAS 17 Leases. Vasakronan has chosen to view media, property tax
and other expenses as anintegrated part of rental revenue, since
they are notindependent services. Inthose cases where Vasakronan
actsasthetenant’s representative, the services are invoiced for
separately. When applicable, recognised revenue is reduced by the
cost of incentives. For lease agreements with reduced rent, larger
amounts are allocated in a straight line over the term of the agree-
ment. Surrender premia paid by tenants in conjunction with vacating
leases prior to lease expiry are recognised as revenue in conjunc-
tionwith the termination of the agreement and when no commit-
ments remain for Vasakronan, which generally arises on vacation
of the premises.

Rental agreements classified as operating leases and properties leased
outunder operating leases are included ininvestment properties.

Changeinthe Group’s rental revenue

2.3Costs
Accounting policies - costs

NOTES FINANCIAL STATEMENTS

The Group’s costs mainly encompass direct property expenses and

administration costs.

Group
Costsrecognised in profit or loss 2018 2017
Property expenses excl.admin. -1492 -1,481
Property administration -357 -331
Central administration -101 -97
Total -1,950 -1,909

Group
Expenses allocated by category 2018 2017
Repairs and maintenance -108 -110
Property tax -527 -544
Ground rents -146 -165
Other direct property expenses -706 -657
Personnel costs -415 -391
Depreciation -12 -16
Other external expenses -36 -26
Total -1,950 -1,909

Groundrent agreements in subsidiaries are the Group’s only operating

Income statement 2017 6,490 .
- - leases where Vasakronanis the lessee. Expected outcomes have been
Change incomparable property holdings 289 forecast for ongoing negotiations.
Development properties -93 Group
A . Ground rent agreements’ maturity
A d t 47
ch”‘re. pmfer 18 o structure 2018 2017
| roperties sold 2018 6 ;12 Expires <1year 0 4
tat t s
ncome statemen >1year but <5vyears 255 6
L foli . >5years 949 1,104
ease portfolio expiry structure Total 1204 1114
No. of contracts Annual rent ) ) ) )
Expires within 1 year? 2571 1186 The operations of the Parentl CompamyconswstofGroup-vvldefumctlons
and management of properties owned by other Group companies. The
2020 933 1116 property management costs are invoiced to the property-owning Group
2021 759 1,172 companies as property administration. Central administration costs are
recognised in the Parent Company and relate to the costs associated with
2022 405 898 : A
the Group management, property investments, financing and central
2023 182 754 marketing.
Morethan 5years 662 1,729
Group
Total 5,512 6,855 - .
ota Administration 2018 2017
1) Of which, 1,169 residential leases with annual rents amounting to SEK 99 million. Personnel costs -89 _285
Atyear end, the average remaining termto maturity for the lease port- Procured services =79 -49
foliowas 4.2 years (4.2). Of contracted rents, 95% (95) pertained to IT -43 -45
commercial leases and 5% (5) to leases for residential and parking facili- Marketi
t -14 -14
ties. There are some 4,250 commercial leases (4,300) allocated across ane mg -
tenantsinanumber of different industries, no single tenant accounts Depreciation, equipment -7 -1
for more than 3% of rental revenue. Public sector tenants account for Other -26 -24
24% (24) of contracted rents. Credit loss exposure is reduced through Total _458 _428
analysis of tenants’ credit ratings for new lettings and onanongoing
basis; whenneeded, requirements are set for collateral. Centraladministrationincludes auditors’ fees.
Group/
Parent Company
Auditors’ fees 2018 2017
Audit engagement 1.4 1.1
Audit activities other than
the audit engagement 0.3 0.1
Tax advice 0.1 0.1
Other 0.4 0
Total 22 1.3

The auditengagement refers to the statutory audit required of the audi-
torsinorder to be able to submit an auditors’ report.
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2.4Employees, personnel costs and remuneration to the Board

§ Accounting policies - Employee compensation

Remuneration of employees as vested and comprises salaries, paid
holiday, paid sick leave and other benefits as well as pensions. Pen-
sions are based on defined-contribution or defined-benefit pension
plans. For defined-contribution pension plans a fixed premium is paid
toaseparate legal entity and the Group expenses the resulting cost
as the benefitis vested. For defined-benefit pension plans, the
employeeis guaranteed an amount onretirement. Vasakronan
applies IAS 19 for these.

Employees

Allof the Group's staff are employed by the Parent Company,
Vasakronan AB. In 2018, the average number of employeeswas 313
(345), of these 143 (141) were women and 170 (204) men. More details
regarding the number of employeesis available in the Group’s sustain-
ability reporting.

Vasakronan's senior executives refers tothe 12 individuals who,
together with the CEO, comprise the Management Team, refer to page
105. At the balance-sheet date, the gender breakdown of the Group’s
senior executives was as follows: 6 (6) women and 7 (7) men, and for the
Board: 5 (4) womenand 4 (5) men.

Salaries and other benefits

Salaries and other benefits for the CEO and other senior executives
consist only of fixed salaries. Variable compensation can be paid to other
employees based on the operational focus areas, whichfor 2018 were
net operatingincome, cost of leasehold improvements and customer
satisfaction. The Group has a standardised model for variable compen-
sation, whereby the maximum outcome is capped at two months’salary.
Aprovision has been made inthe annual accounts for an estimated out-
come corresponding to one month’s salary and was established on an
individual basisin Q1 2019. Variable compensation for the 2017 financial
year was distributed during the year and was also capped at two months’
salary. The average outcome corresponded to 1.4 months’salary.

Therecognised commitment for defined-benefit obligationsis
calculated by anindependent actuary at the present value of future
disbursements discounted by the interest rate on high-quality mort-
gage bonds with corresponding maturities to the term of the actual
pension obligation. Actuarial gains andlosses are recognised in other
comprehensive income in the period in which they arise.

Group/

Salaries, other benefits Parent Company

and social security costs 2018 2017
Senior executives 30 29
Other employees 194 193
Total salaries and benefits 224 222
Pension costs 88 70
Social security costs 95 90
Total 407 382

Remuneration to the Board

Remunerationto the Board is determined by resolution of the AGM.
Fromthe 2018 AGM, Board fees are paid as salary, previously it was
possible for Board members to invoice as asole trader or through their
companies. Board members employed at one of the Swedish national
pension funds or at Vasakronan receive no Board fees.

Basicsalary/Board

Senior executives 2018 (SEK000) and committee fees? Other benefits? Pension costs Total
Chairman of the Board
Ulrika Francke® 359 - - 359
Mats Wappling® 348 - - 348
Other Board members
Jan-Olof Backman 265 - - 265
Ann-Sofi Danielsson 291 - - 291
Christel Kinning 265 - - 265
Rolf Lydahl 328 - - 328
1,856 1,856
Chief Executive Officer, Fredrik Wirdenius 6,310 57 1,791 8,158
Other senior executives 21,963 373 11,060 33,396
28,273 430 12,851 41,554
Total 30,129 430 12,851 43,410
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Basicsalary/Board

Senior executives 2017 (SEK000) and committee fees? Other benefits? Pension costs Total
Chairman of the Board
Mats Wappling 695 - - 695
Other Board members
Jan-Olof Backman 260 - - 260
Ann-Sofi Danielsson® 130 - - 130
Christel Kinning 260 - - 260
Rolf Lydahl 320 - - 320
Per Uhlén® 125 - - 125
1,790 1,790
Chief Executive Officer, Fredrik Wirdenius 6,130 57 1,800 7,987
Other senior executives 21,494 367 9,352 31,213
27,624 424 11,152 39,200
Total 29,414 424 11,152 40,990

1) Remuneration to employees pertains to remuneration paid in 2018, while remuneration to the Board pertains to Board fees as adopted by the AGM.
2) Other benefits pertain primarily to costs for group health insurance and group life insurance.

3) Ulrika Francke was elected to the Board at the May 2018 AGM. Board fees amount to SEK 660,000 per year, Audit Committee fees to SEK 26,000 per year and fees

as Chairman of the Remuneration Committee to SEK 32,000 per year.

4) Pertains to fees paid in 2018. Mats Wappling stepped down from the Board in conjunction with the May 2018 AGM.
5) Ann-Sofi Danielsson was elected to the Board at the May 2017 AGM. Board fees amount to SEK 260,000 per year and Audit Committee fees to SEK 25,000 per year.
6) Pertains to fees paid in 2017. Per Uhlén stepped down from the Board in conjunction with the May 2017 AGM.

Pensions

The pensionrights of salaried employees are covered pursuant to the
defined-benefit BTP pension plan (the occupational pension plan for
Swedish bank employees), whichis financed through payments to SPP
and, according to a statement from the Swedish Financial Reporting
Board UFR 10, this comprises a multi-employer plan. Other employees
are covered by defined-contribution pension solutions with AMF. From
February 2018, all of the Group’s employees are salaried.

The CEO’semployment contract extends until the age of 62. The pen-
sionterms and conditions adhere to the defined-benefit BTP plan, and
are calculated based on a pension age of 65. During the contracted
employment period, a supplementary and defined-contribution pension
provisionis also made. Should the provision amount to less than 30% of
pensionable monthly salary, a supplementary payment is made up to
that level. Settlement should be carried out by the end of February, the
year after the settlement year.

Other senior executives have a “10-pointer” pension solution through
the BTP plan,and are calculated based on aretirement age of 65.

Terms and conditions

The CEO must give notice of sixmonths. In the event that notice is given
by the company, the notice periodis 12 months and the CEO will receive
severance pay corresponding to 12 months’ salary. Other senior execu-
tives are subject to amutual notice period of six months. If employment
is terminated by the company, the senior executive is entitled to sever-
ance pay of 12 months’salary, unless the executive is aged over 50 at
the time, inwhich case severance pay is increased to 18 months’salary.

If the CEO or other senior executives receive remuneration from other
employment, the severance pay is reduced by a corresponding amount.
Ifthe employment is terminated by the CEO or other senior executive,
noseverance payis due.

Provision for pensions

The pension solutions primarily encompass retirement, disability and
survivors' pensions, and are held in either defined-contribution or
defined-benefit pension plans. Defined-contribution pension plans
consist of BTPK and ITPK, and defined-benefit plans comprise BTP
whichis secured through insurance with SPP, as well as anumber of
retirement and survivors’ obligations secured with Skandia.

When Vasakronanwas founded as acompany in 1993, it took over the
defined-benefit pension obligations from Byggnadsstyrelsen, which were
administered by the National Government Employee Pensions Board
(SPV) and have mainly been secured with KPA. Moreover, Vasakronan
has adefined-benefit ITP secured through insurance with Alecta, which
isrecognised inaccordance with the Swedish Financial Reporting Board’s
statement UFR10 as adefined-contribution pension. The obligationin
Alectahas been agreed previously and no new premiums or fees were
paid. At the end of the financial year, Alecta had a consolidation ratio of
154(148).

Under IAS19, all defined-benefit pensionrights are vested ona
straight-line basis over the period of employment. This means that the
pension costs inthe consolidated income statement consist of an esti-
mated value which could differ from the actual paid-up pension premi-
ums recognised inthe Parent Company. The present value of pension
obligations and the fair value of plan assets are recognised net in the
consolidated balance sheet.

Group Parent Company

Pension costs in the income statement 2018 2017 2018 2017
Pension costs, defined-contribution 70 54 38 32
Pension costs, defined-benefit 13 12 50 39
Separate payroll tax on pension costs 18 16 20 17
Total pension costs in the income statement 101 82 108 88

Of which recognised as property administration 80 66

Of which recognised as central administration 21 16
Pension costs in other comprehensive income, excl. tax
Actuarial gains(-)/losses(+), incl. payroll tax 18 14
Restriction for surplus in pension plan with asset cap, incl. payroll tax -8 -3
Total pension costs in other comprehensive income, excl. tax 10 11
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Group
Net debt defined-benefit pensions, Group 2018 2017
Change in the defined-benefit obligation
Present value of the pension obligation, opening balance 419 401
Pension rights vested through service? 12 10
Interest on pension obligation® 9 10
Pension disbursements -19 -20
Actuarial gains(-)/losses(+) on pension obligations? 12 18
Present value of the obligation, closing balance® 433 433 419 419
Changein plan assets
Fair value of plan assets, opening balance -370 -359
Interestincome? -8 -9
Paid-in premiums -20 -16
Pension disbursements 19 20
Returnon plan assets excluding interest income? 2 -6
Fair value of plan assets, closing balance -377 -377 -370 -370
Restriction for surplus in pension plan with asset cap 11 17
Other pension obligations 6 3
Separate payroll tax on net pension debt 18 17
Net debt, defined-benefit pensions 91 86

1) Recognised in profit or loss.
2) Recognised in other comprehensive income.

3) Expected weighted-average duration for the obligation’s present value at 31 December 2018is 17.21years (16.95).

The planassets mainly comprise shares, interest-bearing securities and
participations in funds.

Thedifference betweenthe actual and the expected return amounted
tonegative SEK 2 million (6) and was recognised as the return on plan
assets excluding interestincome.

Actuarial and financial assumptions (%):

Net actuarial gains and losses after tax amounted to SEK 8 million (9) and
were recognised in other comprehensive income under the alternative

rulein|AS 19.

The Group’s payments to defined-benefit plans are expected to

amount to SEK 22 millionin 2018.

2018 2017
Discount rate 2.1 2.2
Inflation 2.0 2.0
Expected annual wage growth 3.5 3.5
Expected annual increase in pension disbursements 2.0 2.0
Expected annual increase inincome base amount 3.0 3.0

Thediscount rate assumption has the largest impact on the size of the
pension obligation. A 1 percentage point change in the discount rate

would, for example, resultina SEK 66 million change in the present

value of the pension obligation.
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2.5 Financialincome and expenses

§ Accounting policies - Financialincome and expenses
Financial income encompasses interest income on bank funds,
receivables, financial investments and dividend income. Expenses
consist of interest expense and other costs arising in conjunction
with borrowing, such as arrangement fees and administrative
expenses. The net effect of exchange-rate differences on financial
items is recognised as anincome or expense depending on the out-
come. Financial income and expenses are recognised in profit or
lossinthe period in which they arise. Financial expenses pertaining
to major new construction, extensions or redevelopments are cap-
italised inthe balance sheet as investments during the production
period.

NOTES FINANCIAL STATEMENTS

Net financial items

Net financial items is not affected by the market values of contracted
interest-rate derivatives, which are used to adjust fixed-interest periods,
since they are recognised as changes in value under their ownitem.
Refer to Note 6.4 for more information.

Group Parent Company
Financial income and expenses 2018 2017 2018 2017
Interestincome 3 2 3 2
Interestincome from subsidiaries - - 64 55
Other financial income 0 0 0 0
Total financial income 3 2 67 57
Interest expense -1,042 -1,122 -1,041 -1,122
Capitalised interest 62 47 - -
Other financial expenses -66 -92 -66 -62
Total financial expenses -1,046 -1,167 -1,107 -1,184
Net financial items -1,043 -1,165 -1,040 -1,127

The average interest rate for the loan portfolio over the period is used for capitalising interest expense.

In 2018, the average interest ratewas 1.69% (1.89).

NOTE 3 Tax

§ Accounting policies - Tax

The tax expense for the period comprises current and deferred tax.
Taxis recognised in the income statement, except where the under-
lying transactionis recognised in other comprehensive income or
directly in equity, in these cases the accompanying tax effect is also
included.

The currentincome tax charge is calculated on the taxable income
for the period and recognised as an expense or income in profit or loss.
Taxable income differs from profitin the form of adjustments for non-
taxable income and non-deductible items.

Current taxis taxthatis to be paid or received inthe current year
adjusted with any current tax attributable to previous periods.

Deferredtaxis recognised according to the balance sheet method,
and deferred tax liabilities and tax assets are recognised in the balance
sheet for all temporary differences that arise between the carrying
amount and the tax base of an asset or liability. The carrying amounts
for deferred tax assets and tax losses are tested at each reporting
date and reduced ifitis no longer likely that sufficient taxable profits
will be available to be utilised fully orin part.

Deferred income taxis calculated based on tax rates and tax laws
that have been enacted or substantively enacted by the balance-
sheet date and, which are expected to apply when the related
deferredtaxassetisrealised or the deferred tax liability is settled.

The temporary difference that arises from the initial recognition
of assets or liabilities in an asset acquisition is not recognised as
deferred tax.

Group Parent Company
Tax on profit for the year 2018 2017 2018 2017
Current tax -120 -95 0 -94
Deferred tax -1,464 -2464 -109 -232
Total tax on profit for the year -1,584 -2,559 -109 -326
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3.1Summary of tax expense/income

Group Parent Company
Tax expense 2018 2017 2018 2017
Recognised profit before tax 14,486 11,828 6,385 2,587
Taxon profitaccordingto current tax rate, 22% -3,187 -2,602 -1,405 -569
Tax attributable to previous fiscal years 0 0 0
Tax effect of:
Non-taxable sale of subsidiaries 323 52 102 -
Divested goodwill -13 -6 - -
Non-taxable dividend 35 - 1,202 247
Impairment of participations - - 0 -4
Other non-taxable income/non-deductible costs -1 -2 -1 0
Effect of lowered tax rates on deferred tax 1,259 - -7 -
Other adjustments 0 -1 0 0
Tax expense recognised -1,584 -2,559 -109 -326
Effective taxrate, % 10.9% 21.6%

Currenttaxfor 2018 has been calculated based on a nominal tax rate of
22%,while deferred tax has been calculated using a lower corporate tax
rate of 20.6% in accordance with the government’s decision to change

the corporate tax rate from 1 January 2019.1n 2017, the calculations of
currentand deferred tax were based onataxrate of 22%.

3.2Deferred tax
Recognised Recognised
Openingbalance inprofitorloss directly in equity Closing balance

Deferred tax liability 2018 2017 2018 2017 2018 2017 2018 2017
Group

Derivatives -480 -662 133 182 - - -347 -480
Investment properties 17,247 15,024 1,303 2,223 - - 18,550 17,247
Untaxed reserves 53 31 27 22 - - 80 53
Tax losses -1 -37 0 36 - - -1 -1
Other temporary differences 5 6 1 1 -2 -2 4 5
Total deferred tax 16,824 14,362 1,464 2,464 -2 -2 18,286 16,824
Parent Company

Derivatives -480 -662 133 182 - - -347 -480
Investment properties 234 216 -24 18 - - 210 234
Tax losses - -32 - 32 - - - -
Total deferred tax -246 -478 109 232 0 0 -137 -246

82

3.3Market value of deferred tax

Thedeferredtax liability is calculated in the balance sheet using anominal
taxrateandinthe case of amarket valuation of the deferred tax liability
would probably resultin alower value thanthe carryingamount inthe
balance sheet. When calculating the EPRA triple net asset value (NNNAV),
the fair valueis calculated at 30% of the nominal tax rate of 22%, in other
words 6.6%, which results indeferred tax of SEK 5,465 million. For more
guidance, refer to the key metrics on page 138 and the definition for
NNNAV on page 139.

3.4 Depreciation
Vasakronan recognises investment properties at fair value in the consol-
idated accounts. However, tax legislation permits depreciation of 2-5%
for buildings, 5% for land improvements and 20-30% of the fixtures and
fittings of a building or of the type of land improvement that constitutes
the building and land inventory. Land may not be depreciated.
Properties canbe divested directly or indirectly through the divest-
ment of the property-owning subsidiary. Gains from the sale of property
are taxable while gains from the sale of companies are in most cases free
of taxes.
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NOTE 4 Assets

4.1Intangible assets

§ Accountingpolicies - intangible assets

Goodwill

The goodwill that arises when preparing the consolidated accounts
comprises the difference between any consideration paid and the
fairvalue of the net assets acquired. The Group’s goodwill mainly
arose from business acquisitions performed by Vasakronan and is
recognised in accordance with [FRS 3 Business Combinations. Inthe
Group, goodwill is mainly attributable to the difference between
nominal and calculated tax for business combinations and is thus
entirely linked to the deferred tax. This item changes if a property
with goodwillis divested. When a property is sold, or alternatively if
aneed forimpairment arises, goodwill attributable to the property
is eliminated and recognised as “divested/impaired goodwill.”

Goodwill

The value of goodwill is tested each quarter to ensure the carrying
amount for the property does not exceed the recoverable amount. The
recoverable amount is mainly impacted by the assessed market value of
deferred tax. The company management basesits assessment mainly on
observable market datafor completed transactions. When establishing
the fair value for goodwill at the end of 2018, when marked-to-market
deferredtaxaveraged 6.2% (5.5).

NOTES FINANCIAL STATEMENTS

Other intangible assets

In addition to goodwill, the Group’s intangible assets include brands
acquired through business combinations that are valued at fair value
at the acquisition date as well as investments during the year inanew
technical platform for the digital property language RealEstateCore.

Impairment testing

The useful lives for goodwill and the brand have been assessed as
indefinite and therefore not subject to amortisation. Instead, their
values are tested annually or on any indication of a need for impair-
ment. Goodwill arising on acquisitions that are not considered asset
acquisitions is tested for each property or balance-sheet item for
which goodwill was allocated at the acquisition date.

Other intangible assets

Thevalue of the brand is tested annually or on any indication of adecline
invalue toidentify any need for impairment and to then recognise the
brand at cost less any accumulated impairments.

Group
Otherintangible
Goodwill assets Total
Intangible assets 2018 2017 2018 2017 2018 2017
Opening balance 2,045 2,071 100 100 2,145 2,171
Divested/impaired goodwill -62 =26 0 0 -62 -26
Acquisitions for the year 0 0 7 0 7 0
Amortisation for the year 0 0 -1 0 -1 0
Closing balance 1,983 2,045 106 100 2,089 2,145

Goodwill decreased SEK 62 million (11) in conjunction with the sale of
properties and companies in 2018. The remaining SEK O million (15)
pertained to the impairment of goodwill down to fair value. It is not pos-

4.2 Investment properties

§ Accounting policies - investment properties

Vasakronan's properties are held to generate rental revenue and
capital appreciation, and are therefore classified as investment prop-
erties. The terminvestment properties includes land and buildings,
land improvements, building and land installations, and ongoing proj-
ects. Investment properties are recognised at fair value in the balance
sheet, which is determined by the management based on the proper-
ties’ market values. Changes in the fair value are recognised as real-
ised and unrealised value changes in profit or loss. Vasakronan
applies IFRS 13 Fair Value Measurement - Level 3 Unobservable
inputs for the asset or liability.

Measurement
Fair value comprises the market value based on the most likely outcome
of asalewith anormal marketing period inthe open property market.

Toestablish the properties’ fair value at each reporting date, market
valuations are conducted for all properties. The valuation process is
governed by avaluation policy under which all properties are valued by
external parties at year end and mid year, and valued internally at the end
of the first and third quarters. If an agreement has been signed regarding
the purchase and sale of a property, the agreed property value isused as
the market value inthe next quarterly accounts.

External valuations are conducted pursuant to RICS Valuation -
Global Standards [the Red Book]. In parallel with the external valuation,
aninternal control of the reasonableness of this valuationis carried out.
In 2018, the external valuation was conducted by Cushman & Wakefield
or Forum Fastighetsekonomi.
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sible toreverse a previously recognised impairment loss in a later
period.

Oninitial recognition, property is recognised at cost, including directly
attributable transaction costs, and thereafter at fair value at each
reporting date.

Subsequent expenditure is capitalised whenit is probable that future
economic benefits associated with the expenditure will accrue to the
Group, inother words, whenthe expenditure adds value. Other repairs
and maintenance costs are expensed when incurred.

Inthe case of major new construction, extensions or redevelop-
ments, interest expense during the production period is capitalised in
accordance with IAS 23 Borrowing Costs, see Note 6.2.

Valuation assumptions
The market values are assessed using ayield-based valuation method
that utilises cash-flow statements with a horizon of at least tenyears.
The cost of capital and requirements for yields are based on the valu-
ers’ experience-based assessments of market returnrequirements for
comparable properties. The projections of future cash flows take into
consideration the use of the object, its age and maintenance status. Rent
payments are based on existing rental contracts and ontheir expiry, rent
levels at market rates are assumed. Cost for operation, maintenance and
administration are based on actual costs in combination with projections
and experience from comparable objects. Future investments have been
assessed based on actual requirements. The external valuersinspect
each property every threeyears.
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2018
Valuation assumptions average
Inflation assumption 2.0%
Cost of capital - cash flow 6.14%
Cost of capital - residual value 6.37%
Yield - residual value 4.35%
Long-term vacancy rate 4.72%
Operating and maintenance costs, year 1 SEK403sg. m.

SEK 1,653 s5q.m.
SEK 3,290sqg.m.

Investments, year 1

Market rent (at zero vacancies)

Yield requirement - residual

value per sub-market Lowest-Highest Average
Central Stockholm 3.50-5.40 4.02
Stockholm’s inner suburbs 4.25-7.50 5.08
Gothenburg 3.75-4.80 4.27
Malmo 4.10-5.50 4.86
Lund 5.60-5.90 5.73
Uppsala 4.70-5.75 5.13

Sensitivity analysis

Group

Changein value of investment properties 2018 2017
Development properties 834 1,000
Transactions 369 346
Investment properties:

Changedyield requirement 2,219 2,278

Change inmarket rents 7,229 4349
Total changein value 10,651 7,973

The properties soldin 2018 are detailed on page 71. The total rental
value for properties sold was SEK 77 million. Over the year, salesina
corporate wrapper have resulted ina gain of SEK 341 million (-) inthe
Parent Company.

Group
Investment properties 2018 2017
Opening balance 126,875 115,922
Investments 3,335 2,543
Acquisitions, consideration 594 1,049
Sales, consideration -2,521 -612
Change invalue 10,651 7,973
Closing balance 138,934 126,875
Fiscal values 46,234 45,708

The following table illustrates the effects on the market value of changes in each factor.

Sensitivity analysis Changein assumption Valueimpact,SEKm Valueimpact, %
Yield requirement and cost of capital +1 percentage point -25,000 -18.0
Yield requirement and cost of capital -1 percentage point 39,909 28.7
Long-termvacancy rate +/-1 percentage point -/+1,545 -/+1.1
Operating and maintenance costs +/- SEK25sqg. m. -/+1,201 -/+0.9
Market rents +/- SEK50 . m. +/-2,402 +/-1.7
Undertakings 2018 2017
Capital expenditure investment properties 6,325 6,286

Acquisitions

4.3Equipment

§ Accounting policies - equipment

Equipment mainly comprises office equipment, which is recognised
at cost less accumulated depreciation and any impairment losses.
Equipment is depreciated using the straight-line method over a five-
year period and residual values are assessed as negligible and not
takeninto consideration. Depreciationis calculated from the time
the assetis takenintouse.

Assets that are subject to depreciation are reviewed for impairment
whenever anindication arises that the carrying amount may not be
recoverable. Theimpairment is established as the difference between
the carrying amount and the recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs of disposal and
valueinuse.

Group Parent Company

Equipment 2018 2017 2018 2017
Cost:

Opening balance 124 122 70 70
Acquisitions 12 10 1 7
Sales and disposals -5 -8 -5 -7
Closing balance - cost 131 124 66 70
Depreciation:

Opening depreciation -78 -68 -51 -45
Depreciationfor the year -12 -16 -7 -11
Sales and disposals 3 ) 3 5
Closing balance - depreciation -87 -78 -55 -51
Closing balance 44 46 11 19
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NOTES Operatingreceivables and liabilities

Accounts receivable are recognised net after provisions for doubtful
receivables and the amount reflects the sum expected to be recovered
based onthe circumstances known at the balance-sheet date. The pay-
ment period for accounts receivable is short and fair value corresponds
toamortised cost less accumulated impairment.

Other currentreceivables, prepaid expenses and accrued income are
recognised at carrying amounts as the payment period is short.

Group Parent Company
5.1 Accounts receivable 2018 2017 2018 2017
Tenantreceivables 60 48 0 0
Provision for doubtful receivables -31 -28 0 0
Closing balance 29 20 0 0

The Groupreported losses of SEK 12 million (4) for the impairment of
tenantreceivables.

5.2 Other currentreceivables,

prepaid expenses and accrued Group  ParentCompany
income 2018 2017 2018 2017
Accrued interest income 173 107 173 107
Accrued rent discounts 103 126 - -
Deposit account 271 231 271 231
Prepaid financing costs - 84 - -
VAT adjustment 18 20 - -
Prepaid operating expenses 37 11 - -
Otheritems 235 238 26 58
Closing balance 837 817 470 396
5.3 Other currentliabilities,

accrued expenses and deferred Group  ParentCompany
income 2018 2017 2018 2017
Prepaid rental revenue 1,206 1,140 - -
Accrued interest expense 324 294 324 294
Accrued expenses for

ongoing projects 394 290 - -
VAT 197 181 12 10
Deposits 271 231 1 2
Accrued operating expenses 43 41 - -
Property tax 36 45 - -
Vacation pay, social security

expenses and employee

withholding taxes 50 45 50 45
Other items 338 330 290 1083
Closing balance 2,859 2,597 677 454
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NOTE6 Financing and capital structure

6.1Goals for financial operations

Owningand developing properties is a capital-intensive business.
Interest expenseis one of the Group’s major cost items and access to
cost-efficient financingis strategically important. Vasakronan finances
its activities through owners’ capital or through external borrowing,
the division being decided by weighting the requirements for returns
and financial stability.

Vasakronan’s financial objective is, within set frameworks and with
restrictions, todiversify its financing structure in terms of tenors and
financing sources to thereby secureits required funding at the lowest
possible cost.

Creditrating

InMay 2018, Moody’s set arating of A3with astable outlook. The rating
is based on the high quality of the property portfolio, healthy financial
metrics and the links to the company’s owners, the First, Second, Third
and Fourth Swedish National Pension Funds.

§ Accounting policies - Financial instruments
Financial instruments
Financial instruments are defined as any form of agreement or
contract that gives rise to afinancial asset or liability. Financial
assetsinthe balance sheet are: accounts receivable, receivables
fromjoint ventures, cash and cash equivalents, and derivatives.
Financial liabilities comprise: accounts payable, borrowings and
derivatives.
The Group'’s financial assets are assigned the following cate-
goriesinaccordance with IFRS9:
e Equity instruments: measured at FVTOCI
« Derivatives: measured at FVTPL
« Debtinstruments: measured at FVTPL, or through the other
comprehensive income alternative, in accordance with the cost,
since the aim of the instrument is the basis for its classification.

Fair value estimation

The fair value of financial instruments traded on an active market
isbased on market valuations obtained from current market data.
The bid priceis used for financial assets and the put price for finan-
cial liabilities.

Method and decision data

« Derivatives are calculated by discounting future contracted cash
flows with the actual market interest rate for the respective
tenor.

« Financial liabilities are calculated by discounting future con-
tracted cash flows at the current market interest rate.

« Accounts receivable and accounts payable are based on their
nominal values, in other words, consideration is taken to any
estimated credits.

Impairment of financial assets

IFRS 9 entails new principles for the classification of financial
assets, hedge accounting and credit loss allowances. Vasakronan’s
business modelis based onrents being invoiced and paid in advance,
and with minimal credit losses, so the transition has had no material
impact on Vasakronan’s financial statements as awhole.

Financial risks and reporting

Financing and financial risks are managed pursuant to guidelines set by
Vasakronan’s Board. The Groupis exposed to financing risk, interest-
raterisk, creditrisk and currency riskinits financing operations.
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Financial policy

Goals, governing principles and allocation of responsibilities across
treasury operations are set in Vasakronan's financial policy. The policy
regulates the risk mandate and the principles for calculating, reporting,

following up and controlling financial risks. In accordance with the policy,

the duality principle applies in conjunction with transactionsin so far as
theindividual who conducts and registers a transaction does not have
authority to control and administer the funds pertaining to the trans-

action. Authority to conclude business transactions is regulated through
powers of attorney with the respective counterparty. The financial policy
is evaluated on an ongoing basis and adopted each year by the Board.

All'financial operations are conducted by a central finance function to
ensure efficient management and control of the company’s financial
risks and toenable the utilisation of economies of scale.

Summary, compliance with financial policy Policy 31Dec2018
Financing risk
Loan-to-maturity min. 2 years 3.9
Loans maturing, 12 months max. 40% 25%
Credit commitments and cash/loans maturing 12 months atleast 100% 134%
Interest-rate risk
Interest coverage ratio atleast 2.0x (LTM) 4.7
Fixed-interest period min. 2 years 4.7
Fixed-interest maturity within 12 months max. 55% 43%
Currency risk
Currency exposure No exposure met
Creditrisk
Counterpart’s rating min. A-, or BBB+with CSAs met
6.2 Breakdown of funding sources, share of total loan portfolio

Loanlimit Amount utilised Share, %
Commercial paper 25,000 6,157 10
Bonds, SEK 60,9199 26,729 44
Bonds, NOK - 10,1622 16
Bonds, EUR - 3059 1
Secured bank loans 12,907 12,907 21
NIBandEIB 4827 4827 8
Credit facility from owners 18,000 - -
Total 61,087 100
1) The amount corresponds to EUR 6 billion and encompasses all currencies.
2) The amount corresponds to NOK 9,700 million and is fully hedged.
3) The amount corresponds to EUR 30 million and is fully hedged.
Breakdown of funding sources, share of total loan portfolio.
Summary of liabilities arising
from financing activities — Commercial Bonds, Bonds, Bonds, Secured Unsecured
Group paper SEK NOK EUR bankloans bankloans Total
Openingbalance 6,948 26,137 6,660 - 15,290 3,386 58,421
Loan repayments -20,313 -7,510 - - -4,400 - -32,223
New borrowings 19,522 8,076 3,538 307 2,024 1441 34,908
Repayment premiums/discounts - 26 - - -7 - 19
Exchange-rate differences - - -36 -2 - - -38
Closing balance 6,157 26,729 10,162 305 12,907 4,827 61,087

Exchange-rate differences and Repayment premiums/discounts are non-cash items.

Loan terms and conditions

« Agreements for commercial paper and bank loans contain an owner-
ship covenant that allows lenders to terminate the loan and require
repaymentunlessthe First, Second, Third and Fourth Swedish
National Pension Funds collectively or separately own at least 51%
of Vasakronan. A similar ownership covenant is included inbond
agreements whereby the bondholder canrequire repayment if a
change inownership, as above, should lead to adowngrade of the
company'’s rating by at least one level

« Thebank loan agreements also contain a covenant specifying that
the interest coverage ratio may not fall below a multiple of 1.5

« Unsecured loan agreements also include covenants stating that the
LTV may not exceed 65%

Carryingamount

Interest-bearingliabilities are recognised at amortised cost, which is

reportedinthe above tables.
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6.3Financial risks
Currency risk
Currency risk pertains to unfavourable changes in exchange rates that
impact the Group’s financial position. When borrowing, all currency risk
isto be eliminated and the exchange rate for interest payments and loan
repayments of foreign currency loans hedged using currency swaps.

At 31 December 2018, borrowingin foreign currency amounted to
NOK 9,700 million (6,650) and EUR 30 million (-).

Financing and liquidity risk
Financingrisk pertains to the long-termrisk that fulfilling the Group’s
capital requirements and refinancing loans outstanding becomes more
difficult or expensive, for example through limitation to several different
types of financing sources. This risk is limited since the average remain-
ingtenors for interest-bearingliabilities may not be less than two years.
Vasakronan has a credit facility that extends indefinitely fromthe
First, Second, Third and Fourth Swedish National Pension Funds,

Liquidity risk - maturity analysis

NOTES FINANCIAL STATEMENTS

whereby the owners commit to supply the company with liquidity.
The agreement has avolume of SEK 18 billion and a notice period of
24 months.

Cashand cash equivalents are recognised at nominal values and
include cashinhand, deposits held at call with banks and other short-
term highly liquid investments with maturities of three months or less.
Liquidity risk pertains to Vasakronan’s risk of having insufficient cash
funds or credit to meet its payment obligations. The riskis balanced
since the relationship between credit commitments, cash funds and
loans maturing within 12 months must be not less than 100%.

The maturity analysis is based on amounts for future undiscounted
cash flows related to financial receivables and liabilities, including inter-
est, allocated over the period until the contractual maturity date. The
closinginterest rates for the respective loans and derivatives form the
basis for estimating future cash flows for all liabilities. The closing
exchange rateis used for currency derivatives.

Group 2018 2017

0O-lyear 1-2years 2-5years >5years O-1year 1-2years 2-5years >5years
Assets
Accounts receivable 29 - - - 20 - - -
Other receivables 837 - - - 817 - - -
Cash and cash equivalents 2,215 - - - 1,423 - - -
Total 3,081 - - - 2,260 - - -
Liabilities
Bonds -8,349 -7,543 -17,120 -6,494 -6,035 -9,906 -14,331 -3,806
Bank loans -1,209 -619 -7,209 -9,465 -1,105 -2,163 -4,989 -11,173
Commercial paper -6,155 - - - -6,945 - - -
Interest-rate derivatives -587 -610 -1856 -2,053 -508 -538 -1,587 -1,345
Currency derivatives — inflows 786 1,282 4,149 6,540 103 100 243 186
Currency derivatives — outflows -611 -1,143 -3,752 -5927 -22 -23 -61 -41
Accounts payable -118 - - - -124 - - -
Total -16,243 -8,633 -25,788 -17,399 -14,636 -12,530 -20,725 -16,179

Group Parent Company
Cash and cash equivalents 2018 2017 2018 2017
Cash and cash equivalents 2,215 1,423 2,212 1,420
Closing balance 2,215 1,423 2,212 1,420
Group/Parent Company

Maturity structure current and non-current interest-bearing liabilities Fixed-interest Loan-to-maturity
inthe Group and Parent Company Amount Share, % Amount Share, %
1 26,565 43 15,1319 25
2 964 2 7,597 13
3 1,652 3 9,975 16
4 1,501 2 5,061 8
5yearsor more 30,405 50 23,323 38
Closing balance 61,087 100 61,087 100
of which
Interest-bearing liabilities - floating rate 26,661
Interest-bearing liabilities - fixed rate 34,426

1) The credit facility from owners of SEK 18,000 million and cash and cash equivalents of SEK 2,215 million corresponded to a total of 134% of loans maturing in the next 12 months,

see page 68 for more information.

Interest-rate risk

Changesinmarketinterest rates and credit margins influence borrowing
expenses. Vasakronan’s finance functionlimits the risk by maintaining
an average fixed-interest tenor of at least two years. Interest-rate risk is
reflected by the interest coverage ratio which, pursuant to the financial
policy, should always exceed a multiple of 2.0 over the last 12 months.
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6.4 Derivatives

Derivative contracts

Derivatives are recognised in the balance sheet at the contract date

and are measured on anongoing basis at fair value pursuant to Level 2in
IFRS 13. All derivatives are recognised as assets when fair value is posi-
tive and as liabilities when negative. Gains or losses arising from changes
invalue are recognised in profit or loss. Derivatives may only be used for
risk management within the framework of the financial policy and the
electricity trading policy, and are used primarily for controlling fixed-
interest tenors and balancing the followingrisk areas:

Risk area Derivative contracts

Interest-rate risk Interest-rate swaps,

inflation-linked swaps

Currency risk Currency swaps

Price risk - electricity Electricity forwards

Derivative contracts in the consolidated and
Parent Company balance sheets

Counterparty risk - derivative contracts

As part of managing counterparty risks in derivative contracts, the
Group has entered into credit support annexes (CSAs) to International
Swaps and Derivatives Association (ISDA) agreements. The annexes are
mutual and both parties undertake to post cash collateral for deficit and
surplus values in derivative contracts outstanding. As of 31 December
2018, the Group has received and posted such collateral. At 31 Decem-
ber 2018, collateral posted for deficits was SEK 213 million (255).
Vasakronan has also received collateral of SEK 19 million (=) for surplus
valuesinderivative contracts outstanding.

Group Parent Company

Non-currentreceivables 2018 2017 2018 2017
Deposits, CSAs 213 255 213 255
Other non-current receivables 57 58 54 54
Closing balance 270 313 267 309

Group Parent Company
Other non-currentreceivables 2018 2017 2018 2017

Deposits, CSAs 19 - 19 -
Derivatives - financial assets 2018 2017 Other non-current liabilities 57 55 53 54
Interest-rate swaps 185 246 Closing balance 76 55 72 54
Currency swaps 35 23
Electricity derivatives 33 6
Closing balance 253 275
Derivatives - financial liabilities 2018 2017
Interest-rate swaps -2,147 -2,388
Currency swaps -73 -311
Swaptions - -3
Closing balance -2,220 -2,702
Net Derivatives -1,967 -2,427

Toreflect counterparty risk, derivatives are adjusted tofair value
throughthe CVA (Credit Value Adjustment) and DVA (Debt Value
Adjustment) components. The CVA shows Vasakronan’s credit risk in
the event of the counterparty defaulting while the DVA reflects the
company’s own risk of default. Calculation of the valuation adjustment
is based onthe expected exposure, probability of default and recovery
rates for exposed credits. At 31 December 2018, the net value was
SEK 24 million (24) and isincluded in the value of interest-rate swaps.

Credit risk

Creditrisk pertains to the risk that Vasakronan’s counterparty is unable

todischargeits commitments in conjunction with liquidity management

and using financial derivatives. This riskis limited by working with a

number of different counterparties. The financial policy also states that:

« Derivative agreements are signed with counterparts that have a
creditrating of at least A- on Standard & Poor’s rating scale or BBB+
with CSAs;

« Cash and cash equivalents may only be invested with counterparties
that have acredit rating of at least A- on Standard & Poor’s rating
scale or alternatively with state- or municipality-owned companies;

« The duration of liquidity investments may not exceed six months; and

« ISDA agreements are required that allow offsetting of payables and
receivables fromthe same counterparty.
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6.5 Financial instruments

Fair value corresponds to carrying amounts for the following financial
instruments: accounts receivable, accounts payable, derivatives and
cashand cash equivalents. Fair value for other instrumentsis estab-
lished using the currentyield curve along with aborrowing margin,

NOTES FINANCIAL STATEMENTS

which currently resultsinalower interest rate than that contracted for
the loan. Recognition at fair value would increase the Group's liabilities
by SEK 362 million and reduce equity by SEK 282 million. All invest-
ments in financial instruments are intended to be held till maturity.

Loansand Financial assets/
accounts liabilities at Other financial Total carrying
Classification of financial receivable FVTPL liabilities amount Fairvalue
instruments, Group 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
Financial assets
Accounts receivable 29 20 - - - - 29 20 29 20
Deposits, CSAs 213 255 - - - - 213 255 213 255
Derivatives - - 253 275 - - 253 275 253 275
Cashand cash equivalents 2,215 1,423 0 0 - - 2,215 1,423 2,215 1,423
Total 2,457 1,698 253 275 - - 2,710 1,973 2,710 1,973
Financial liabilities
Bonds - - - - 37,196 32,797 37196 32,797 37,401 33,087
Bank loans - - - - 17,734 18,676 17,734 18,676 17,895 18,836
Commercial paper - - - - 6,157 6,948 6,157 6,948 6,153 6,948
Accounts payable - - - - 118 124 118 124 118 124
Deposits, CSAs - - - - 19 - 19 - 19 -
Derivatives - - 2,220 2,702 - - 2,220 2,702 2,220 2,702
Total - - 2,220 2,702 61,224 58545 63444 61,247 63806 61,697
Group/
Parent Company
Changein value of financial instruments 2018 2017
Interest-rate derivatives 470 824
Early settlement of derivatives -484 -359
Valuation allowances for foreign currency loans 38 160
Valuation allowances for currency derivatives -38 -160
Electricity derivatives 27 3
Total 13 468

6.6 Pledged assets and contingent liabilities
Property deeds are pledged as collateral for the Group’s interest-
bearing liabilities.

Vasakronanis alimited partnerin Stora Ursvik KB and its responsibil-
ity for the company’s undertakings is limited to an amount equivalent to
the invested capital of SEK 46 million (46). The Parent Company’s con-
tingent liabilities of SEK 488 million (502) pertain to liabilities at the

Group’s general and limited partnerships inwhich the Parent Company
isapartner.

For the Jarvastaden ABjoint venture, Vasakronan has issued surety
of SEK 241 million (241) for the performance of the implementation
agreement with Svenska Kraftnat.

Group Parent Company
Pledged assets and contingent liabilities 2018 2017 2018 2017
Property deeds 13,049 15,455 None None
Contingent liabilities 287 287 488 502
6.7 Adjustment for non-cashitems

Group Parent Company
Adjustment for non-cashitems 2018 2017 2018 2017
Estimated defined-benefit pension costs -8 -5 - -1
Sales/discontinuation of Group companies - - -341 -
Equipment sales -1 -2 -1 -2
Total -9 -7 -342 -3
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NOTE 7 Group structure

7.1Shares and participations in subsidiaries

Parent Company
Shares and participations in subsidiaries 2018 2017
Opening balance 30,610 30,698
Settlement of earnings shares 35 -69
Sales 13 0
Impairment - -19
Reversed impairment 2 -
Closing balance 30,660 30,610
Of which, assets 30,660 30,610

Carryingamountin

Shares/ Share of Parent Company
Companiesin the Vasakronan AB Group participations? equity, %? 2018 2017
Civitas Holding AB, 556459-9164, Stockholm 2,750,000 100 24,685 24,685
Vasakronan Fastigheter AB, 556474-0123, Stockholm 4,000,000 100 - -
Vasakronan Holdingfastigheter AB, 556611-6850, Stockholm 1,000 100 - -
Vasakronan Inom Vallgraven 22:3 AB, 556879-7012, Gothenburg 500 100 - -
Vasakronan Malmofastigheter AB, 556376-7267, Stockholm 3,601,125 100 - -
Handelsbolaget Gotic, 969622-2844, Trelleborg 100 100 - -
Ankarspik 115AB, 559122-1519, Stockholm 50 100 - -
Fastighets AB Luxor, 556059-7139, Stockholm 2,000 100 - -
Vasakronan IC AB, 556497-7279, Stockholm 100,050 100 - -
Vasakronan Vattenled A, 556577-9088, Malmo 1,000 100 - -
Vasakronan Lundafastigheter AB, 556137-8562, Stockholm 1,000 100 - -
Vasakronan Priorinnan 5 AB, 559073-2151, Stockholm 500 100 - -
Mabrabo AB, 556339-0227, Stockholm 10,000 100 - -
Vasakronan Kista Science Tower AB, 556649-8043, Stockholm 1,000 100 - -
Kymlinge Utvecklings A, 556647-7583, Stockholm 1,000 100 - -
Vasakronan Kista Science Tower KB, 969660-7820, Stockholm 100 100 - -
Vasakronan Uppsalafastigheter AB, 556651-1092, Stockholm 1,000 100 - -
Kungspinnen I AB, 556701-4278, Stockholm 1,000 100 - -
Fréosunda Hus I AB, 556704-9183, Stockholm 1,000 100 - -
Frosunda Hus Il AB, 556704-9175, Stockholm 1,000 100 - -
Frosunda Hus 111 AB, 556704-6213, Stockholm 1,000 100 - -
Vasakronan Priorinnan AB, 556675-2423, Stockholm 1,000 100 - -
Vasakronan Angen AB, 556637-3550, Stockholm 1,000 100 - -
Vasakronan Hakberget AB, 556745-5695, Stockholm 1,000 100 - -
Vasakronan Trahus AB, 556715-4850, Stockholm 1,000 100 - -
Vasakronan Regndroppen 1 AB, 559010-6000, Stockholm 500 100 - -
Vasakronan Hammarby Gard 12 AB, 556766-4007, Stockholm 1,000 100 - -
Vasakronan Boldnderna 7:4 AB, 556297-1696, Stockholm 1,000 100 - -
Ankarpik 113 AB, 556870-5783, Stockholm 500 100 - -
Ankarpik 116 AB,559172-8950, Stockholm 500 100 - -
Vasakronan Fastighetsutveckling AB, 556532-9108, Stockholm 1,000 100 - -
Jarvatorget AB, 556548-5546, Stockholm 1,000 100 - -
Vasakronan Utvecklings AB, 556611-6900, Stockholm 1,000 100 - -
Vasakronan Ullevifastigheter Holding AB, 556718-7884, Stockholm 1,000 100 - -
Vasakronan Ullevifastigheter AB, 556718-6704, Stockholm 1,000 100 - -
Ullevi Park Holding 11 Géteborg AB, 556718-6688, Stockholm 1,000 100 - -
Ullevi Park 11 Goéteborg AB, 556718-6621, Stockholm 1,000 100 - -
Vasakronan Skanegatan AB, 556870-5791, Stockholm 500 100 - -
Vasakronan Hekla AB, 559088-2196, Stockholm 500 100 - -
Vasakronan Hekla Fastigheter AB, 55909 1-2340, Stockholm 500 100 - -
Vasakronan Markholding AB, 556675-1771, Stockholm 1,000 100 - -
Vasakronan Diktaren 1 AB, 556943-7584, Stockholm 500 100 - -
Ankarspik 41 AB, 556761-8763, Stockholm 1,000 100 - -

1) Pertains to the Group's total number of shares and participations.
2) Pertains to the Group's total share of equity.
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Carryingamountin

Shares/ Share of Parent Company

Companiesinthe Vasakronan AB Group participations? equity, %? 2018 2017
Fastighets AB Gesimsen Gron, 556011-7698, Stockholm 23,526,807 100 1,778 1,778
Fastighets AB Svava, 556268-6658, Uppsala 500,000 100 - -
Vasakronan Uppsala City AB, 556057-0896, Uppsala 75,000 100 - -
Aktiebolaget Nepos, 556238-9105, Stockholm 10,000 100 - -
Uppsala Science City AB, 556250-5346, Uppsala 300,000 100 - -
Uppsala Science Park KB, 916512-8126, Uppsala 200 100 - -

AP Fastigheter AB, 556417-5858, Stockholm 100,000 100 593 593
Vasakronan Ankarspik 47 AB, 556772-0676, Stockholm 1,000 100 - -
Idun Real Estate Solutions AB, 559016-1245, Stockholm 500 100 - -
Ankarspik 98 AB, 559016-1559, Stockholm 500 100 - -
Ankarspik 99 AB, 559016-1450, Stockholm 500 100 - -
Ankarspik 100 AB, 559016-1427, Stockholm 500 100 - -
Fastighets AB Skjutsgossennr 8 & Co KB, 916502-7971, Stockholm 105 100 550 471
Fastighets Aktiebolaget Telefonfabriken, 556577-4535, Stockholm 1,000 100 322 322
Ankarspik 17 AB,556761-8961, Stockholm 1,000 100 - -
Ankarspik 117 AB, 559183-0129, Stockholm 500 100 - -
Ankarspik 118 AB, 559180-1104, Stockholm 500 100 - -
Nisseshus Nr 1 HB, 916587-3424, Stockholm - 100 310 315
KB Positionen 2, 969666-7485, Stockholm 1,000 100 278 278
RTB Reval KB, 969635-4886, Stockholm 200 100 - -
Vasakronan Bassangkajen AB, 556696-1362, Stockholm 1,000 100 214 214
Fastighets Aktiebolaget Bodega, 556031-4246, Stockholm 3,000 100 213 213
Fastighets AB Gesimsen, 556482-7318, Stockholm 1,000 100 - -

KB Radio Ostra, 916625-7007, Stockholm 1,000 100 - -
Vasakronan Inom Vallgraven 22:16 AB, 556865-4163, Stockholm 500 100 180 180
Allmanna Pensionsfondens Fastighets nr 63 KB, 969646-7522, Stockholm 200 100 173 172
Vasakronan Magasinet 1 AB, 556692-9146, Stockholm 1,000 100 151 151
Forvaltningsbolaget Alvikshus HB, 216501-8004, Stockholm - 100 147 173
Position Stockholm AB, 556577-3818, Stockholm 1,000 100 120 120
Vasakronan Vértan Exploatering AB, 556984-3963, Stockholm 500 100 - -
VasakronanHeden 22:19 AB, 556859-5291, Stockholm 500 100 113 113
Vasakronan Nordstaden 10:20 AB, 556865-4205, Stockholm 500 100 99 99
Ankarskruv 1 AB, 556339-0839, Stockholm 1,000 100 98 98
KB Inom Vallgraven 22:15 Goteborg, 916445-7039, Stockholm 200 100 - -
Agilia Forvaltnings AB, 556651-1852, Stockholm 1,000 100 - -
Arkaden Géteborg KB, 969646-3448, Stockholm 200 100 - -
Allmanna Pensionsfondens Fastighets nr 53 KB, 969646-3836, Stockholm 200 100 - -
Vasakronan Kaninen 32 AB, 556740-3612, Stockholm 1,000 100 97 97
AB Studentskrapan, 556611-6868, Stockholm 1,000 100 95 95
Vasakronan Stapelbadden 3 AB, 556740-2614, Stockholm 500 100 75 75
Fastighetsbolaget Brodtorget & Co KB, 989200-4418, Stockholm 100 100 63 49
Allmanna Pensionsfondens Fastighets nr 12 KB, 969646-4016, Stockholm 200 100 61 64
Allménna Pensionsfondens Fastighets AB, 556355-6835, Stockholm 501,000 100 60 60
Vasakronan Inom Vallgraven 20:14 AB, 556865-4361, Stockholm 500 100 59 59
Vasakronan Nordstaden 21:1 AB, 556875-2918, Stockholm 500 100 52 52
Vasakronan Jungmannen 1 AB, 556646-7089, Stockholm 1,000 100 50 50
Vasakronan Kaninen 30 AB, 556740-3604, Stockholm 1,000 100 15 15
GoticAB,556708-2101, Stockholm 100,000 100 0 0
Vasakronan Nedo AB, 556772-2805, Stockholm 1,000 100 0 0
Vasakronan Starkstrémmarna AB, 556771-7920, Stockholm 1,000 100 4 2
Allménna Pensionsfondens Fastighets nr 59 KB, 969646-4032, Stockholm 200 100 - -
Vasakronan Blamannen AB,556825-9302, Stockholm 500 100 3 3
Nacka Strand Foérvaltnings Aktiebolag, 556034-9150, Stockholm 20,000 100 2 2
Vasakronan Stockholmsstuten AB, 556820-7798, Stockholm 500 100 0 0
Vasakronan Garda 18:23 Kommanditbolag, 916635-8946, Stockholm 1,000 100 - 12
Total 30,660 30,610

1) Pertains to the Group's total number of shares and participations.
2) Pertains to the Group's total share of equity.
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7.2 Shares and participationsin joint ventures

Group Parent Company
Shares and participationsin joint ventures 2018 2017 2018 2017
Opening balance 368 372 1 1
Settlement of earnings shares -3 -4 0 0
Contributed capital - 0 - 0
Closing balance 365 368 1 1
Shares/
Shareof participa- Carrying
Jointventures Corp.Reg.No. Reg. office equity, % tions amount Otherowners
Companies that pursue the long-term
development of development rights
at Jarvafiltet.
Jarvastaden AB 556611-6884 Solna 50 500 285 Skanska
Ursvik Exploaterings AB 556611-6892 Stockholm 50 5,000 0 Bonava
Stora Ursvik KB 969679-3182 Stockholm 50 50 79 Bonava
Companies for property development
at Vartahamnen
Vartan Fastigheter AB 556678-0267 Stockholm 50 1,000 0 Fabege
Vartan Fastigheter KB 969601-0793 Stockholm 50 1 Fabege
Companies for marketing and collaboration
regarding the research village Ideon in Lund
Ideon AB 559033-2598 Lund 33 166 0 Fastighets AB Briggen and
Wihlborgs Fastigheter AB
Total 365
7.3Related parties
Related parties Transactions
Parent Company Anordinary dividend of SEK 4,000 million was paid to the Parent Company.

Parent Company shareholders The First and Third Swedish national pension funds lease premises under market terms and conditions. Vasakronan
has a subscription commitment from the First, Second, Third and Fourth Swedish National Pension Funds for its com-
mercial paper, refer to page 68. At the end of 2018, the Third Swedish National Pension Fund had bond holdings with

Vasakronan of SEK 390 million.

Board of Directors Refer to Note 2.4 for details of remuneration. No Board member has participated directly or indirectly in any business
transactionwith Vasakronan. The Board is presented on page 104.

Management Team Refer to Note 2.4 for details of remuneration. No senior executive has participated directly or indirectly in any business
transactionwith Vasakronan. The management are presented on page 105.

Subsidiaries Specifiedin Note 7.1

Group companies Specifiedinnotes 7.1 and 8.1.

Joint Ventures Specifiedin Note 7.2
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NOTE 9 Dividend per share

The Parent Company applies the same accounting policies as the Group

inaccordance with RFR 2, Accounting for Legal Entities. This means that

the IFRS are applied together with the deviations presented in the Parent

Company’s accounting policies.

« The Parent Company’s functional currency is Swedish krona (SEK),
whichis alsothe reporting currency for the Parent Company and
the Group.

« Sharesin subsidiaries are recognised using the cost method. Should
the carryingamount exceed the consolidated fair value of the subsid-
iaries,impairmentis charged to profit or loss. Investment properties
are measured at fair value when calculating the consolidated value,
refer toNote 4.2. Earlierimpairmentis reversed whenitis nolonger
justified. Carryingamounts are tested each quarter against the sub-
sidiaries’ equity.

« Dividends are recognised when the entitlement to receive payment is
considered certain.

« Income fromthe sale of subsidiaries is recognised when the risks and
benefits associated with the holdingin the subsidiary have transferred
tothe buyer.

« Group contributions received and paid from and to subsidiaries are
recognised as profit from participations in subsidiaries in profit or loss.

8.1Intra-Group transactions

Ofthe Parent Company’s purchases during the financial year, 5% (12)
pertained to purchases from Group companies. Intra-Group costs
mainly comprised rent.

Of the Parent Company’s sales during the financial year, 99% (97)
pertained to sales to Group companies. Intra-Group revenue comprises
the property management costsinvoiced by the Parent Company to the
property-owning Group companies.

8.2 Profit from participations in subsidiaries

Parent Company
Profit from participationsin subsidiaries 2018 2017
Group contributions received and paid 1,037 1,734
Dividends from participations in subsidiaries 5463 1,124
Profit from participations in subsidiaries 689 661
Impairment and reversal of impairmentin
participations in subsidiaries 3 -19
Total 7,192 3,500

Profit from participations in subsidiaries pertains to earnings generated
by general and limited partnerships owned by Vasakronan AB.

8.3 Appropriations and untaxed reserves

Parent Company

Appropriations and untaxed reserves 2018 2017
Appropriations

Provisionto tax allocation reserve - -142
Total - -142
Untaxed reserves

Taxallocationreserve, 2015 fiscal year 44 44
Taxallocationreserve, 2017 fiscal year 142 142
Total 186 186
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Thedividend distributedin 2018 for the previous year amounted to
SEK 4,000 million (SEK 100 per share).

Atthe AGMon 7 May 2019, the Board will propose adividend of
SEK 4,000 million (4,000), corresponding to SEK 100 (100) per share.

NOTE 10 Events after the balance-sheet date

After the end of the financial year, Vasakronan signed a ten-year lease
with the Swedish Tax Agency for 42,000 square metres at the Nya
Kronan property in Sundbyberg. The letting encompasses two buildings
and one existing building undergoing renovation. Occupancy is sched-
uled fortheendof 2021. The agreement with the Swedish Tax Agency
means the propertyis now fully let.
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Reasonable and desirable
levels for risk assumption

Vasakronan has been tasked by its owners with delivering a high and stable, long-term
return. At the same time, the operations should take people, ethics and the environment
into consideration. To best achieve these goals, all the opportunities and risks that impact

operations must be managed.

All'business operations are associated with
risks, whichwhen managed correctly can give
rise to opportunities. When managed incor-
rectly, risks can have considerable negative
consequences inthe formof lower revenue,
higher costs or reduced credibility. Efforts to
identify, analyse, manage and follow up risks
are therefore a prioritised area at Vasakronan.

Ultimately, itis the Board’s responsibility to
establish appropriate and effective systems
for risk management and internal control.
The Board has delegated day-to-day respon-
sibility to the CEO and has established guide-
lines interms of how to conduct these efforts
aswell astherisk levels that are acceptable.
The CEO is supported by a steering commit-

teeforinternal control that, in additionto the
CEQO, comprises the CFO, General Counsel
and Group controllers. The steering commit-
tee’s responsibilities include follow up and
ongoing development of internal control.
Vasakronan'’s day-to-day risk efforts involve
allemployees and follow a structured process.

Risk management process

Risk inventory
Aninventoryis made

of new and existing risks
by conducting workshops
and interviews with
representatives from

Risk assessment

The Management Team
assesses therisks
included in the inventory
based on likelihood and
impact.

Risk management
Allocation of responsibility,
priorities and proposed
remedial measures.
Preparation of overall
actionplans.

Follow-up

Ongoing follow-up by
the Management Team.
Yearly reporting of risk
efforts to the Audit
Committee and Board.

various parts of the
organisation.

Material risks are reported
to the Audit Committee
and the Board.

Vasakronan has divided identified risks into four categories:

MARKET AND BUSINESS RISKS

Risks related to external factors and market developments that
Vasakronanis unable todirectly influence, but still needs to relate

to, and where the negative effects can be mitigated. Theserisks also
include risks linked to the ownership, management and development
of properties.

OPERATIONALRISKS
Risksinoperating activities that result from insufficient or inadequate
internal processes or routines, human error or systemerror.

Risks are broken down to
unit level and business
plans are coordinated
across all levels.

FINANCIAL RISKS AND REGULATORY COMPLIANCE
Risks related to our funding, our financial reporting and inadequate
compliance with ordinances, laws and regulations.

SUSTAINABILITY AND REPUTATIONAL RISKS
Risks connected with environmental impact, climate change, work
environment and reputation.

Allof the risks are ranked based on their financial impact on operations,
the likelihood of the risk occurring after taking into account the com-
pany’sinternal controls, preventive measures and level of priority in
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the company. Adescription of the risks and their rankings is presented
inthe tables on pages 95-97. The tables also describe how the compa-
ny’s risk focus has changed compared with last year.
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Vasakronan'’s
Risk description Analysis and exposure Management assessment
Political decisions Political decisions and regulatory changes are « Competitive intelligence and monitoring Impact
Political decisions can lead to changed generally outside Vasakronan’s control, but could of developments in the areas that concern Likelihood ®
prerequisites for Vasakronan’s operations, negatively impact future investment opportunities, Vasakronan o
both positive and negative. For example, value growth, returns and cost levels. The effects e Participate in debate via appropriate forums Priority
this could pertain to decisions regarding can be limited through proactive monitoring of ¢ Analysis of the effects and of possible Focus -
new tax legislation, the relocation of govern-  plausible decisions, analysis of consequences and proactive measures
ment agencies or energy-related decisions. action plans for the various alternatives. « Dialogue with the Board and owners about
impact and actions

Value decline in properties Inthe shortterm, the single largestimpactonthe ¢ Competitive intelligence and close dialogues  Impact [
Negative market trend due to raised yield company’s financial performance is from changes withtenants Likelihood
requirements, lower market rents, increased  inthe value of the properties, evenif it does not o Clear strategy for each property o
vacancies and higher property expenses directly affect cash flow. Vasakronanhaschosento e Structured process for decisions regarding Priority
leading to adownturnin property values. concentrate its portfolio in markets with strong new construction, extensions or redevelop- Focus L g

economic growth. The long-term assessment is ments

that these properties have the best prerequisites Portfolio focused on central and desirable

for generating a favourable value trend even if, in locations

the short term, they may be the most volatile in » Keepingat the forefrontin terms of sustain-

terms of yield. ability and technical developments

« Quarterly valuations of the property port-
folio

Changing macro environment Vasakronan aims to be at the forefront asregards ~ « Competitive intelligence Impact [ J
The pace of technical development is rapid. the use of modern technical solutions and of « Organisation structure that focuses on Likelihood ®
Digital solutions are replacing old technology, service offerings. This requires the company to and promotes change and development o
new participants are entering the market with  diligently monitor the market to identify trends « New innovative energy solutions Priority ®
awider offering and customers aredemand-  and demand. Vasakronan strives to ensure it has o Collaborationwithrelevant parties Focus 4
ing new solutions and services. Those who the right skills in combination with close partner- e Increased flexibility in the customer offering
are unable to adapt their operations and ships with customers, suppliers and other com-
offerings to these new conditions risk losing ~ panies.
customers, suppliers and employees.
Information and data security If critical informationis lost or fallsinto thewrong ¢ Continuously follow developments by Impact
In pace withincreasing property sector digi- ~ hands as aresult of acomputer crash, data hacking participating in seminars, etc. Likelihood
talisation, there is an accelerating need for orinadequate IT security, the financial conse- e |Tand communication policy o
well-functioning information and datasecu-  quences could be considerable and the company’s e High degree of awareness of IT security- Priority ®
rity. Developmentinthese areasisrapidand  credibility may be damaged. Vasakronan has prior- related risks through, inter alia, internal Focus &>
is becomingincreasingly complex. itised thisissue highly and actively monitors devel- and external courses

opmentsinthe area. « Ongoinginformationvia internal channels
Increased e-commerce Lower demand for Vasakronan's store space will « Competitive intelligence Impact o
Increased e-commerce willlead to fewer resultinlower rental revenue and higher vacancy ¢ Offer flexible solutions Likelihood
purchases in physical stores, which will rates. Vasakronan's portfolio mainly comprises o Planforeach property and ongoing evalua- o
resultin stores closing, entering receiver- stores in central locations with considerable natu- tion of alternative uses for premises Priority L
ship or demanding smaller premises. ral flows of people. Vasakronan believes demand o Follow-up and analysis of sales statistics Focus E S

will remain firm for these types of properties, reported by store tenants

even for other uses, which will reduce the nega- o Closedialogues with existing tenants

tive effect. o Clear concepts for shopping precincts
Employees The continued development of operations and o Strongbrand and industry market leader Impact
Employees are the company’s most important remaining relevant for the market requires com- o Asustainable company in every dimension Likelihood Y
assets, since they create and nurture the panies to continuously add competence. Compe-  « Development plans for personnel o
company’s culture and develop its operations.  tition is fierce for the best employees. Vasakronan e Collaboration with universities Priority
Ifitis not possible to keep the right employees  actively strives to be anemployer that attracts « Succession planning for key personnel Focus &>

or sufficient employees, the business will
underperform.

qualified personnel. The strong brand together
with the innovative, values-driven corporate
culture engender considerable interest in the
company.

Strong corporate culture that promotes
curiosity, diversity and flexibility.

® Lowimpact, likelihood or priority
Mediumimpact, likelihood or priority
® Highimpact, likelihood or priority

4 Increased focus compared with the preceding year.
L g Unchanged focus compared with the preceding year.
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OPERATIONALRISKS
Vasakronan's

Risk description Analysis and exposure Management assessment
Project operations Vasakronan has substantial project volumes. o Quality assurance of internal processes Impact [ J
Redevelopments, extensions and new con- Most of the projects are complex, extend over including risk analysis, project reviews and Likelihood
struction projects are associated with risk along period of time and involve many different exchanging experiences o
across all phases, and risks increase in line parties. Calculation errors, delivery delays or « Highly skilled project organisation Priority ®
with complexity. Moreover, in economic increased expense due to unforeseen events or o Contractual agreements with partners Focus -
booms, when demand is high, risk increases carelessness canlead to substantial negative e Code of conduct for suppliers
due tothe lack of suppliers and employees, financial consequences. o Clear supplier procurement process
among other factors.
Investments Throughits size and focus, Vasakronanhasexcel- ¢ Clear investment strategy subject to Impact
Investments are made through new con- lent market knowledge of the regions and sub- continuous evaluation Likelihood
struction, extensions or redevelopments marketsinwhichit operates. Long lead times o Clear decision process interms of risk and o
aswell as through the acquisition of existing  apply when starting larger new or redevelopment opportunities Priority ®
properties. Risk exists of investinginunprof-  projects, which always entail market risk. However, ¢ Highly skilled in property investment Focus L n g
itable projects or properties. Vasakronan never starts new projects in weaker » Active dialogues with municipalities

sub-markets without having first leased out the « Continuous follow-up of ongoing projects

majority of the premises. * Frequentdialogue between project organi-

sation and the letting organisation.

The acquisition of existing properties always in-

cludes arisk of the property not generating the de-

sired yield due to a poorer than expected location,

condition or tenant structure. Vasakronan’'s market

insight and its experience and expertise in property

acquisitions means such risks are minimised.
Rental revenue Rental revenue is affected by many different « Focusedholding at central locationsin Impact
Negative trend for rental revenue asaresult  factors such as economic downturns with lower growth areas. Likelihood
of lower market rents or higher vacancies demand, lower willingness to pay, increased insol-  « Mixof sectors, tenants, lease durations o
leading to poorer cash flow, which negatively  vencies and as a consequence, higher vacancies. and premises types in each property/area Priority ®
impacts the value of properties. Rental revenue can also be negatively impacted o Close, proactive dialogues with tenants Focus 4

by excessive supply in the market, a dated prod- tounderstand customers’ needs

uct or dissatisfied customers. Vasakronanstrives e Structured procurement process for

actively tolimit exposure to any one sector or accepting new tenants

tenant in combination with aneven spread of « Annual Customer Satisfaction Index -

lease durations. measurement
Property expenses Property expenses are impacted, inter alia,by the ¢ Structured and focused efforts to optimise Impact
Risk linked to property expenses pertains consumption of electricity and water, the price and streamline energy consumption Likelihood
mainly to increases that Vasakronan cannot trends for goods and services, and the utilisation * Maintenance plans for all properties o
offset through rent increases, indexadjust-  level of resources. Active efforts are ongoing at « Optimise property administration Priority ®
ments or onward invoicing. The risk primar- Vasakronan to optimise and streamline operations ¢ Termsand conditions for green financing Focus B
ily resides in those costs that the company at each property from both a sustainability and linked to energy consumption
has limited ability to influence, such as acost perspective. « Actively negotiate with municipalities
ground rents or unforeseen costs, mainly regarding ground rents
related to repairs and maintenance. Vasakronan has a number of ground rent agree- e Profitsharing linked to net operating

ments. The company actively drives negotiations income

with municipalities to limit the negative effects of

ground rentincreases.
Counterparty risk Vasakronanis exposed to counterparty risk in o Structured procurement process for sup- Impact
All business relationships entail a risk of the terms of its suppliers, tenants and transaction pliers and accepting new tenants, including Likelihood ®
counterparty not meetingits obligations. counterparties. To limit risk, diligent evaluations credit checks and taking references o

are always conducted prior toenteringintocon-  « Consequences from non-delivery are con- Priority

tracts. tractually regulated Focus >

* When necessary, adeposit is required
FINANCIAL RISKS AND REGULATORY COMPLIANCE
Vasakronan’s

Risk description Analysis and exposure Management assessment
Financing Vasakronanhasan LTV of 41% and astrongfinan- ¢ Use several different sources of finance Impact (]
Property is a capital intensive industry and cial position. The company’s rating from Moody’s e The average maturity of interest-bearing Likelihood ®
itisimportant to secure accesstoborrowed  widens access to financing with longer tenors. liabilities is not permitted to be lower than o
capital to ensure the survival of the opera- In combination with a stable owner structure, this twoyears Priority
tion. When capitalis scarce, risk arises that reduces refinancing risk. « Not more than 40% of interest-bearing Focus >

the cost of new financing or refinancing will
be high or impossible.

liabilities are permitted to mature within
the next 12 months.

Rating A3 from Moody's

Strong balance sheet
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Interest-rate risk Vasakronan has relatively long fixed-interest peri- ¢ Financial policy with conservative goals for Impact [ J
Interest on borrowed capitalis a large cost ods of 4.7 years. The share of fixed-interest matur- interest coverage ratio, fixed-interest tenors Likelihood
iteminprofitorlossandachangeininterest  ities withinone year was 43% of interest-bearing and fixed-interest maturities o
rate can have a considerable impact. liabilities, which limits exposure to interest-rate « Interest-rate derivatives aimed at achieving ~ Priority
changes. If the interest rate increases 1 percent- the desired fixed-interest structure Focus L g
age point, the interest expense will rise by SEK
229 million.
Financial reporting Awareness of financial reporting risks is created « Policies with clear allocation of responsibility — Impact
Financial reporting comprises important by discussion between the employees concerned. and authorities Likelihood °
decision-data and shortcomings canlead to Therisk of errorsin the financial reporting are « Good internal control with preventive and o
erroneous decisions for Vasakronan,aswell  limited due to Vasakronan having a centralised follow-up controls Priority
as for external parties such as lenders and accounting and finance functionwith clear alloca-  » External audit Focus &>
investors. tion of responsibility and follow-up. « Highly skilled accounting and finance function
¢ Continuous monitoring and analysis of regu-
latory changes
Regulatory compliance Regulations can be complex tointerpret and « Continuously follow developments in Impact
Vasakronan has to adapt to numerous differ-  comply with. Vasakronan continuously strives terms of laws, rules and regulations in Likelihood ®
entrules, regulations and laws.Non-compli-  tostay updated vis-a-vis current regulations as relevant areas o
ance with regulations can lead to economic well as regulatory changes to ensure regulatory o Proactive analysis of the possible effects Priority
consequences, sanctions or damaged confi- compliance. of changesinrules and acting with the Focus L g
dence. above in mind
o Active participationin debates to the
extent possible in the relevant forums
« Dialogue with politicians or other influen-
tialindividuals, for example
SUSTAINABILITY AND REPUTATIONAL RISKS
Vasakronan’s
Risk description Analysis and exposure Management assessment
Climate changes Vasakronan's single largest asset comprises prop- ¢ Follow research and development in sus- Impact
Global climate change is leading to higher erties. Climate change poses new demands on tainability and the consequences of climate Likelihood
temperatures, extreme weather events and Vasakronan's properties, which the company has change o
risingin sealevels. For property companies,  toaddress when making investments. If Vasa- « Make aninventory of the entire portfolio Priority ®
this means increased risk of property damage  kronan does not work proactively and monitor toidentify where any risk of a major impact Focus 4
due to temporary flooding, of buildings/mate-  climate issues, there is a considerable risk that, in exists and to prepare action plans
rial not coping with the new weather condi- the future, some properties will be unusableand/ e« Riskanalysesfor new construction and
tions or temperature changes. In areas that or the cost of rectifying the damage will be high. acquisitions, preventive measures
are close to the sea, this also
entails permanent risks in the long term.
Negative environmental impact Vasakronan has a goal of delivering a high and o Environmental policy with clear aims for Impact [ J
The property sector has a high environ- stable long-termreturn, but never at the cost of sustainability efforts Likelihood
mental impact and accounts for around the environment. Environmental initiatives o Clear targets for reducing energy consump- o
40% of society’s energy consumption, 21% should not be seen as anisolated area but rather tion and waste, increasing recycling of mate- Priority ®
of climate impact and creates alot of waste. as anaturaland integral part of business activi- rials and reducing environmental impact from  Focus 4
ties. The company has a high percentage of green Vasakronan’s and suppliers transportation
funding (also refer to page 32), which sets strin- « Installation of solar photovoltaic panels
gent requirements on sustainability work. « Environmental certification of properties
o Preparation and review of a sustainability
report
Reputation As Sweden'’s largest property company, there is o Active valuation efforts involving all Impact
Decreased confidence in Vasakronanamong  considerable publicinterest in Vasakronan's oper- employees Likelihood ®
the company’s stakeholders due to unethical  ations. This, in combination with the ownership « Policies with clear allocation of responsi- o
behaviour or breaches of laws and regula- structure and the listing of the company’s bonds bility and authorities Priority
tions could harm the brand. on the Stockholm Stock Exchange, means strin- « Codes of conduct for employees and for Focus L g
gentrequirements are set for the company’s suppliers
behaviour. Lack of confidence in Vasakronan ¢ Whistle-blower mechanism
could lead to substantial economic damage in
the form of lost business or partnerships.
Work environment The employees’ occupational healthis a strategi- « Collaborationbetween employees, safety Impact
All activities are associated with risk for both  cally important issue for Vasakronan. An unsafe officers, managers, company management Likelihood
physical and mental injury. The construction  work environment and a negative work climate and suppliers o
industry is particularly closely associated lead to an ineffective organisation. Vasakronan « Trainingin physical and mental health Priority ®
with major occupational health risks. works actively to minimise the risk of employees, o Clear goals linked to worksite accidents and Focus L g
contractors or tenants suffering physical or mental health as well as their follow-up
mental injury inand around Vasakronan's offices,  « Wellness measures
projects or properties. « Codes of conduct for employees and suppliers
* Whistle-blower mechanism
« Work climate that provides the prerequisites and
takes responsibility for a healthy working life
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Clear structure provides control

Vasakronan’s corporate governance efforts are based on clearly
formulated goals and strategies as well as sound values.

Vasakronan ABis a public limited company.
Inview of the general interest in the compa-
ny’s operations, and since the company’s bonds
are listed on the Stockholm stock exchange,
the Swedish Corporate Governance Code has
been applied. The company also has bonds
listed onthe Oslo Stock Exchange and Euro-
next Dublin,and has chosen Ireland as its
home Member State. Accordingly, the Central
Bankof Ireland is responsible for supervision
pursuant to the Transparency Directive.

Clear internal structures and processes
alsoensure that operations are conducted
efficiently and appropriately.

Our framework

Corporate governance at Vasakronanis
based on bothinternal and external rules
andregulations. The Board of Directors has
adopted policy documents based onthe
values that ought to characterise operations,
inorder to guide employees at Vasakronan.

Governance structure

Election of auditor

(5]

Examines the company’s
financial reporting,
administration and
internal control

98

o

Important external regulations:

e The Swedish Companies Act .

e Accounting policies, legislation and .
recommendations

¢ Nasdaq Stockholm Rule Book for Issuers

e Thelssuer Rulesfor Oslo Bars

e Euronext Dublin’s Rule Book for Issuers

e The Prospective Directive under Irish law

e The EU Market Abuse Regulation (MAR)

e The Swedish Corporate Governance
Code

e UN Global Compact

Deviations from the Code

Important internal regulations:

The Articles of Association

The Rules of Procedure for the Board
of Directors and committees, and the
CEQ’s Instruction

Internal guidelines and policies that
cover all Vasakronan’s employees and
are characterised by business values
such as afinancial policy, decision-
making and delegation processes,

an anti-corruption policy, an environ-
mental policy and a Code of Conduct
Framework for green bonds

As aconsequence of its small group of owners, Vasakronan deviates from the Code in two ways:
the Nomination Committee’s proposals for Board members and notices of General Meetings and
minutes from General Meetings are not published on the company’s website. None of the members
of the Nomination Committee are independent in relation to the owners.

Appoints Nomination Committee

(2]

Proposes Board of

Elects Board
of Directors

Goals, strategies, responsibility
for the company’s organisation
and administration

Directors and auditors for coming year

o

Support for the CEO,
tasked with developing the work on corporate

governance, internal control and risk.

VASAKRONAN ANNUAL REPORT 2018



1. Shareholders and General Meeting

Vasakronanis owned in equal shares by the
First, Second, Third and Fourth Swedish
national pension funds. Shareholders exer-
cise their influence through participationin
the Annual General Meetings (AGMs), which
are the highest decision-making body. Under
the Articles of Association, the AGM of share-
holders must be held within six months of the
end of the financial year. The Companies Act
and the Articles of Association regulate what
isto beresolved at the AGM. Extraordinary
general meetings are held if any of the owners
sorequest, orif the Board of Directors con-
sidersthereisreasontodoso.

Thetasks of the AGMinclude:
Adoptingthe income statement and
balance sheet

Discharging the Board members and

CEO from liability

Resolving on the proposed distribution

of profit

Resolving on fees for the members of

the Board and the committees, as well

as the auditors

Electing Board members, members of

the Audit and Remuneration committees,
and auditors

Establishing principles for remuneration
and other employment terms and condi-
tions for senior executives

The latest AGM was held on 3May 2018 at
Vasakronan's head office in Stockholm. All
shares were represented and the auditors
were present.

The task of the Nomination Committee is

to present proposals regarding:

e Thenumber of Board members

« Election of Board members and Chairman
of the Board

e Feesforthe Board of Directors and
members of the Board committees

o Auditors and auditors’ fees

e Instructionfor the Nomination Committee

The Nomination Committee consists of
onerepresentative from each of the owners,
who are appointed in accordance with the
instructions for the Nomination Committee
as adopted by the AGM. The Nomination
Committee met four timesin 2018.

Inthe Committee’s work on producing
proposals for Board members, an equal gen-
derdistribution must be takeninto account,
and that the Board in general should be char-
acterised by diversity based on competence,
experience and background. The Nomination
Committee has studied the internal evalua-
tion of the work of the Board, the Chairman’s
account of thework of the Board and the
company’s strategy, and interviewed individ-
ual Board members as part of its work. The
goal of the Committee is to propose acompo-
sition of Board members that complement
each other asregards experience, personali-
ties and knowledge, in order to thereby create
the best value for Vasakronan. No fees were
paid tothe Nomination Committeein 2018.

3 Board of Directors

Composition of the Board
The Articles of Association stipulate that the

CORPORATE GOVERNANCE REPORT

Boardistocomprise at least three and at
most ten members, excluding any employee
representatives. The owners can, but donot
needto be, represented onthe Board. In
additiontothe owner representatives, the
ambition of the ownersisthat the Board of
Directors also consist of memberswho are
independentinrelationto the company and
the owners. The independent members will
supplement the Board with specificindustry
competence. The AGMon 3May 2018
elected Ulrika Francke as the new Chairman
of the Board. The other eight members were
re-elected. The CEO isnot amember of the
Board, butis present at all Board meetings.

Tasks and responsibilities of the Board

The overall task of the Board is to be respon-
sible for organisation and administration of
operations, and financial reporting. It also
decides onthe company’s strategy, estab-
lishes financial, social, and environmental
targets, andis responsible for establishing
efficient and appropriate systems for gover-
nance, internal control and risk management.
Thework s regulated through rules of proce-
dure that are established at the statutory
Board meetingevery year. These rules
include instructions onthe Board's areas of
responsibility and limitations in relation to
the committees and the CEO.

The Chairman of the Board monitors the
Board'’s performance of its tasks. The Chair-
man also monitors operations in dialogue
with the CEO and is responsible for ensuring
the other members receive the information
necessary to maintain a high level of quality
in discussions and decisions. The Chairman
is also responsible for evaluating the work of
boththe Board and the CEQ.

Composition of the Board

ATTENDANCE
Indep. of Indep.of  Board and Committee Board Audit Remuneration
Elected company major owners fees, KSEK meetings Committee Committee
Mats Wappling? 2010 Yes Yes 348 2/2 1/2 2/2
Ulrika Francke? 2018 Yes Yes 359 10/10 3/3 1/1
Jan-Olof Backman 2011 Yes Yes 265 12/12
Ann-Sofi Danielsson 2017 Yes Yes 291 12/12 5/5
Niklas Ekvall 2016 No No No remuneration 11/12
EvaHalvarsson 2006 No No No remuneration 12/12 5/5
Kerstin Hessius 2004 No No No remuneration 11/12
Christel Kinning 2014 Yes Yes 265 11/12
Rolf Lydahl 2007 Yes Yes 328 12/12 5/5
Johan Magnusson 2008 No No No remuneration 11/12 2/3

1) Stepped down May 2018. 2) Elected May 2018.
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Governance structure

Standing items on the Board's agenda comprise market and business conditions, ongoing projects and transactions, market valuations, financing, ongoing disputes
and reporting from the Audit and Remuneration Committees. In addition to these items, the following items were addressed at the past year’s Board meetings.

Scheduled Board meeting

Report on the strategic plan, report from auditors, decisions
onyear-end report, report from the Compliance Officer,
review of risk inventory.

Scheduled Board meeting
Report onthe strategic plan, review of the Board evaluation, information
about the company’s sustainability efforts, focus area HR.

Scheduled Board Meeting
Decisionon Q3 interimreport

Statutory Board Meeting

Decisions on authorised signatories, establishment of Rules
of Procedure for the Board of Directors, the Audit and Remu-
neration Committees, and the Instructions for the CEO.

Scheduled Board meeting
Decisionon Q1 interim report, decision on ratingand EMTN

Scheduled Board meeting prospectus, focus area Technical Operations & Development.

Decisiontorevise the financial policy,
focus area Region Gothenburg.

Annual General Meeting

Ratification of income statement and balance sheet, decisions
on appropriation of profit and discharge of Board and CEO
from liability, establishment of remuneration for Board and
auditor, election of Board and auditor.

Scheduled Board meeting
Decisionon Q2 interim report.

Scheduled Board meeting
Focus area Project Sergelhuset.

Work of the Board of Directorsin 2018

The work of the Board of Directors follows an
annual cycle of scheduled meetings onfixed
dates, adjusted for such matters as the Board
needing to adopt the financial reporting.

Intotal, the Board had eight scheduled
meetings in 2018, one of which was statutory.
Issues of strategy and risk management are
always high onthe agenda. Over the past year,
the focus has been on developmentsinthe

external party. The results of the survey were
presented to the full Board and were thereaf-
ter followed up by the Chairmaninterviewing
each Board member. The purpose of the eval-
uationistoensure that the Board is focused

The CEO, CFO and General Counsel (in
the capacity of the secretary of the Board)
attended the scheduled meetings. Other
persons from the organisation such as
regional Senior Vice Presidents and SVPs

property sector, primarily regarding the entry
of new market participants and the impact of
digitalisation. Considerable focus was also
dedicated tolarger ongoing new construction
and renovation projects at Vasakronan. Four

onthecorrect area, that the Board has the
correct competence and thatitis correctly
composed. Theresults of the evaluation are
also used as the basis for the Nomination
Committee’s work with bringing forward

new candidates for the Board of Directors
and as a basis for improving the Board’s work.

extraBoard meetings were held during the
year and took decisions onthe MTN pro-
gramme and the dividend policy. In addition
tothe Board meetings, the Board also con-
ducted two strategy conferences that were
held together with the Management Team.
For more information, refer to the section
CEO and Management Team.

The auditors were present at the Board
meeting held in February where the year-
end report was adopted.

for Finance and Property Development
participate as needed, presenting reportson
particular cases. Vasakronan's Compliance
Officer (the company’s General Counsel)
alsoreports annually to the Board on cases
that have come into the company’s whistle-
blower function.

The Board meetings follow a fixed agenda
onwhichthe CEO’s information on general
operations are astanding point. Incases
where committee meetings have been held,
the chairpersons of the respective commit-
teesalsoreport ontheir work.

Remuneration to the Board

The AGM passes resolutions on remuneration
tothe Board. Board fees are not paid to mem-
berswho are employed by any of the owners.
Forthe period until and including the 2018
General Meeting, the AGM resolved that the
Chairmanwill receive SEK 660,000 and the
otherindependent members SEK 265,000 in
fees. For the Audit Committee, it was resolved

Evaluation of the Board of Directors that afee toits Chairman of SEK 63,000 and

Meetings in addition to the scheduled
Board meetings are also held as needed, for
example when a business decisionrequires
the approval of the Board.
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According to the Rules of Procedure, the
Board of Directors must conduct an annual
evaluation of its work. In 2018, this was con-
ducted using awritten survey prepared by an

toindependent members of SEK 26,000
would be paid, and afee of SEK 32,000 to
the Remuneration Committee.
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4 The committees

Inorder toenhance the efficiency of its work,
the Board has established an Audit Committee
and a Remuneration Committee. The primary
task of these committees is to prepare the
decisions of the Board in these two areas.

Audit Committee

The Board of Directors has appointed an
Audit Committee consisting of four Board
members. The Committee’s areas of respon-
sibility are regulated in the rules of procedure
established by the Board. The overall respon-
sibilities of the Audit Committee include:

¢ Preparing the work of the Board on quality
assurance of the financial reporting, which
inturnincludes addressing material
accountingissues.

Monitoring the work of company manage-
ment on internal control, tax management
and risk and corporate governance issues.
Evaluating the audit work and preparing
the election of an auditor.

Issuing guidelines concerning the advance
approval of non-audit related services per-
formed by the elected external auditor.

The Audit Committee meets with the auditor
onacontinual basis in order to obtaininfor-
mation about the orientation, scope and
results of the audit. This take place through

Organisation

Business development

the Committee studying the auditor’s written
reporting and the auditor being present at
certain Committee meetings.

For 2018, the Audit Committee consisted
of Rolf Lydahl, who was also the chairman,
EvaHalvarsson, Ann-Sofi Danielsson and
Mats Wappling, who was replaced in May
by Ulrika Francke. Allmembers have the
competence in accounting required under
the Annual Accounts Act.

The Committee held five meetings during
theyear. The company’s auditor was present
atthree of themtoreport onthe audit. In
additionto this, the Committee primarily dis-
cussed the company’s financial statements
and the work of the Management Teamon
risk and internal control. The CEO, the CFO
and SVP for Group Control (the secretary of
the committee) participated in the meetings.
Over the year, the Committee also com-
pleted an evaluation of its work with the
aim of ensuring the right questions were
addressed withinthe Committee. At least
once eachyear, the Committee meets with
the auditor without the participation of
company management.

Remuneration Committee

The Board of Directors has appointed a
Remuneration Committee consisting of two
Board members. The Committee’s areas of
responsibility are regulated in arules of pro-

CEO
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cedure established by the Board and consists
primarily of:

e Preparingthe work of the Board of Direc-
torsonremuneration for senior executives
andinthe profit-sharing programme for
other employees.

Monitor and evaluate compliance with

the “Guidelines for Terms of Employment
for Senior Executives in state-owned
Companies” that Vasakronan is to comply
with as regards remuneration and other
terms of employment for company man-
agement (refer to Point 6 below for more
information).

For 2018,the Remuneration Committee
consisted of Mats Wappling, who was also
the Chairman, until he stepped downin May,
and thereafter of Ulrika Francke as Chairman
and Johan Magnusson. During the year, the
Committee held three meetings at which
issues of remuneration for senior executives
and principles for profit-sharing for other
employees were primarily discussed. The
work of the Committee was also evaluated
atthe meetingin January. The CEO and the
SVP for Human Resources, who is the secre-
tary of the Committee, participatedin all the
meetings and the company’s auditor submit-
ted their report from the review of remuner-
ation for senior executives at the meeting

in May.

Property investments

Business support

Property development
in Stockholm

Region Stockholm
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Region Gothenburg

Region Uppsala

Region Oresund

Technical Operations
&Development
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5 External audit

Inaccordance withthe Articles of Association,
the general meeting must appoint at least one
and at most two authorised public accoun-
tants with anequal number of deputies. Ifan
auditing company is appointed as auditor,
deputies will not be appointed. The auditor is
elected foroneyear atatime. The Board of
Directors has decided that the selection of an
auditor will be preceded at least once every
four years by aprocurement to be prepared
by the Audit Committee.

Inadditiontoissuing the Auditors’ Report,
the selected auditor examines the annual
accounts, the consolidated financial state-
ments and accounting records, the Board's
and the CEO’s administration of the company
and the annual accounts of the subsidiaries.
The audit will take place in accordance with
the Annual Accounts Act, international audit-
ing standards and generally accepted auditing
principles in Sweden.

At the 2018 AGM, Pricewaterhouse-
Cooperswas elected as auditor for the com-
ing year, with Helena Ehrenborg as Auditor
in Charge. In addition, Daniel Algotsson was
elected as auditor. More information about
the auditors can be found on page 104. Infor-
mation about the auditors’ fees can be found
inNote 2.3onpage77.

6 CEOand Management Team

The CEO s appointed by the Board of Direc-
tors andis responsible for daily operationsin
Vasakronan, in accordance with the Board'’s
instructions established each year. The CEO
isresponsible for keeping the Board continu-
ally updated on operations and ensures that
the Board is provided with the necessary basis
for decisionsin order to take well-founded
decisions. Fredrik Wirdenius has beenthe
CEO of Vasakronan since 2008.

The CEO hasformed a Management Team
that,inadditiontothe CEQ, consists of twelve
directly subordinate Senior Vice Presidents;
refer to the presentationon Page 105. The
Management Team meets regularly inorder
to handle Group-wide and strategic issues.
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Ten meetings were held in 2018. At four of
them, the interim reports and operational
monitoring were discussed, and two were
longer strategy meetings. One strategy
meetingisheld inthe spring, and focuses on
the trends and operating environment factors
thatimpact the company. The other strategy
meetingis held in the autumn, and the strate-
gic portion of the business planis developed
with focus areas and key issues for operations.

Vasakronan's operations are organised in
four regions, with a special unit for property
development in Stockholm. Technical Opera-
tions & Development are organised sepa-
rately, with central support functions and
local staffing. As support for the organisation,
there are central units for property invest-
ments and business support, whichincluded
finance, communications and I T, legal and
HR.AHead of Sustainability has been
appointed to govern and monitor the compa-
ny’s work on sustainability topics.

The AGM passes resolutions on principles
of remuneration for the CEO and the Manage-
ment Team. Salaries and other benefits for
the Management Team, including the CEO,
consist only of fixed salaries with no variable
remuneration. Inaddition, Vasakronan applies
the Government's “Guidelines for Terms of
Employment for Senior Executivesin state-
owned Companies” as regards remuneration
and other terms of employment for company
management. The company can, however,
deviate fromthe guidelines if there is reason
todoso. Vasakronan deviates from the
Government's guidelines in two aspects. The
CEO’s period of notice totals twelve months
instead of the sixindicated by the guidelines,
and remuneration for the Management Team,
exclusive of remuneration for the CEQ, is not
recognised at the individual level inthe
Annual Report.

7 Governance and control

The Board of Directorsisresponsible for the
company having satisfactory and relevant risk
management and internal control. The pur-
pose is to ensure that operations are pursued
efficiently and sustainably, that external

reporting maintains a good level of quality,
andthat applicable laws and regulations are
observed.

Planning, governance and monitoring of
operations follows the organisational struc-
ture, with aclear delegation of responsibilities
and authorisations. The business planning
conducted every year creates clear, well-
supported plans for how operations are to
be pursuedinall sections. Business planning
starts with the Management Team’s strategy
daysinthe springand concludes with the
Board of Directors deciding onthe plan atits
December meeting. Inbetween, business
plans are developed for both underlying units
and for the company as awhole. The plans
formulate both short-and long-termfinancial,
environmental and social goals. The business
planis thereafter monitored continually
during the subsequent year.

Ariskinventory andrisk assessment are
conducted every year in conjunction with
business planning. The material risks identi-
fied are managed in the business plans for
the units. The work on risk management is
described in more detail on pages 94-97.A
framework of guidelines, policies and instruc-
tions established by the Board of Directors
and the CEO govern the organisation andits
employees for the purpose of ensuring long-
termvalue creation. The framework is to be
followed by all employees, and monitoring
occurs annually.

As supportfor the CEO, a special steering
group has beenestablished inorder todevelop
the work on corporate governance, internal
controland risk. Inadditiontothe CEO, the
group consists of the General Counsel, the
CFO andthe SVP for Group Control. The
work is conducted in close collaboration with
the Audit Committee, whichisresponsible for
risk work, and internal control is continually
tested and evaluated. Since existing structures
for evaluation and monitoring have so far been
deemed sufficient to provide a basis for evalu-
ationby the Board, no special unit for internal
auditing has been established. The decision is,
however, taken up annually for re-examination.
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Internal control of financial reporting

Thisreportwas prepared inaccordance with
the Annual Accounts Act and the Swedish
Corporate Governance Code, and is limited
todescribing how internal control regarding
financial reportingis organised. Vasakronan’s
goals forinternal control regarding financial
reporting are tomake it relevant and efficient,
thatisresultsinreliable reports, and that it
ensures that relevant laws and regulations are
observed. Thereport contains no statements
onhow wellinternal control functioned during
the past financial year, and it has not been
audited by the company’s auditors.

Control environment

The basis for internal control in Vasakronan
consists of acontrol environment with a clear
organisation, clear decision-making paths
and aclear allocation of responsibilities.
Vasakronan's Board of Directors has overall
responsibility for internal control of financial
reporting. The Board annually ratifies a num-
ber of steering documents such as the Rules
of Procedure for the Board of Directors,
instructions for the CEO, and financial policy
inorder toestablish and clarify the allocation
of responsibilities and authorisations in the
organisation. The Board has also appointed
an Audit Committee with particular respon-
sibility for preparing quality assurance by
the Board of the financial reporting as well

as monitoring the work of company manage-
ment on internal control. The control envi-
ronment also encompasses the culture and
values that both the Board and company
management communicate and work from
as conveyed by such documents as Vasa-
kronan’s Code of Conduct, whichis ratified
yearly by the Board of Directors. Awhistle-
blower function has been established to
which the company’s employees or other
stakeholders can turnwith suspicions of
improper conduct or crime. A Compliance
Officer (Vasakronan’s General Counsel) is
tasked with managing issues of improper
conduct and deficient compliance with regu-
lations inthe company. Reporting to the
Board of Directors takes place annually.
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Based onthe steering documents that con-
cernaccounting and financial reporting, the
CEOQOisresponsible for formulating internal
processes and for establishing policies and
instructions.

The CFOisresponsible for guidelines for
financial reporting and ensuring that they
are prepared in accordance with applicable
accounting standards, and the legal and list-
ingrequirements in force.

Risk assessment

As part of business and operations planning,
Vasakronan annually conducts an overall
risk evaluation. Risksin all the company’s
key processes are then evaluated based on
likelihood and impact. For more detailed
information onthe company’s risk evaluation
process, refer to page 94. In addition, risks
are continually assessed based on the com-
pany’sincome statement and balance sheet,
where every itemis evaluated based onits
existence, appraisal and completeness.

Risks linked to tax, legal issues or other non-
current transactions are evaluated regularly
for preventive purposes. These risks are
described separately on pages 95-97 inthe
Annual Report. Risks are built on management’s
best assessment of impact and likelihood. The
risksinthe financial reporting are routinely
discussed with the company’s auditors.

Control activities

Control activities are formulated based on the
risk assessments. At Vasakronan, there are
controls builtinto all key processes through
standardised system solutions, documented
and well-established routines and aclear
allocation of responsibilities in a centralised
financial function. Control activities comprise
amix of preventive and monitoring functions
that canbe both manual and automatic.

The financial reporting process is constantly
reviewed. The finance functionhas aclear
responsibility for adapting the process as
needed to ensure quality inthe reporting
andthat laws and external requirements are
observed.

Information and communication
Employees’ understanding of Vasakronan’s
risk situations is animportant part of the work
of internal control. Awareness of the risks in
the financial reporting is created through
discussion and dialogue with employees being
anatural element both in annual business and
operations planning and in routine work.
Thiscommunicationis facilitated by a
centralised finance function, with which
employees arein close contact onadaily
basis. Guidelines and instruction of essential
importance for financial reporting are rou-
tinely updated and communicated to the
employees concerned. All the routine
descriptions and tools needed are available
onVasakronan’s intranet together with
Group-wide policies and instructions.

Monitoring of internal control
The Board of Directors of Vasakronan has
overall responsibility for monitoring internal
control. The Audit Committee has particular
responsibility for preparing quality assurance
by the Board of the financial reporting. Moni-
toring of the financial reporting takes place
continually through the controls and analy-
ses performed by the Board of Directors,
the Audit Committee, management and the
finance function. These controls and analy-
ses also capture the need for measures or
proposals for improvements. Monitoring also
takes place through the audit performed by
the company’s external auditors. The observa-
tions from this audit are reported to the Board
of Directors, the Audit Committee and com-
pany management as well as to the employees
concerned.

The company’s external auditors regularly
report back onthe results of their audit tothe
CFO andtothe Audit Committee.
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The Board of Directors and auditors

Ulrika Francke Jan-Olof Backman

Niklas Ekvall

Ann-Sofi Danielsson

EvaHalvarsson Kerstin Hessius

Christel Kinning

Rolf Lydahl

Johan Magnusson

104

Ulrika Francke

Chairman, since 2018.

Born: 1956

Education: University studies

Other assignments: Chairman of Knightec,
Deputy Chairman of Swedbank. Board
member of Hexagon, SIS (Swedish Standards
Institute) and avd I IVA.

Previous experience: President and CEO
of Tyréns AB, CEO SBC (Sveriges Bostads-
rattscentrum AB), Director of Administra-
tionand City Commissioner City of Stock-
holm, President and CEO of Fastighets AB
Brommastaden

Independent: Independentinrelationto
the owners, the company and company
management.

Jan-Olof Backman

Board member since 2011.

Born: 1961

Education: M.Sc.incivil engineering.
Other assignments: Own operations. Board
assignments at Microsystemation, Logent,
24Storage and Tagehus.

Previous experience: Executive positions
inCoor Service Management, McKinsey &
Company and Byggnads AB O.Tjarnberg.
Independent: Independentinrelationto
the owners, the company and company
management.

Ann-Sofi Danielsson

Board member since 2017.

Born: 1959

Education: Master of Business Administra-
tionand Economics

Other assignments: CFO and Head of IR at
Bonava.Board member of Pandox AB.
Previous experience: CFO and other execu-
tive positions at the NCC Group.
Independent: Independentinrelationto
the owners, the company and company
management.

Niklas Ekvall

Board member since 2016.

Born: 1963

Education: Ph.D. Financial Economics and.
M.Sc Industrial Engineering

Other assignments: CEO, Fourth National
Pension Fund. Board member of the Hans
Dalborg Stiftelse for Bank- och Finansforsk-
ningand the KVA Investment Committee.
Previous experience: CEO of Nordea Invest-
ment Management; Vice President, Third
National Pension Fund; executive positions
inNordea, Carnegie and Handelsbanken.
Independent: Owner representative.

Eva Halvarsson

Board member since 2006 and member

of the Audit Committee since 2008.

Born: 1962

Education: Master of Business Administra-
tionand Economics

Other assignments: CEO, Second National
Pension Fund. Board member of UN-PRI,
the Swedish Royal Opera, IWF, Finans-
KompetensCentrum and WIN WIN Award.
Previous experience: Tax auditor and head
of State ownership administration.
Independent: Owner representative.

Mats Wappling
Stepped down from the Board
atthe 2018 AGM

Kerstin Hessius

Board member since 2004.

Born: 1958

Education: Master of Business Administra-
tionand Economics

Other assignments: CEO, Third National
Pension Fund. Board member of Hemso,
Trenum, Handelsbanken, SVEDAB and
Oresund Konsortiet.

Previous experience: CEO of the Stockholm
Stock Exchange, Deputy Governor of
Swedish Central Bank, executive positions
at Ostgota Enskilda Bank and Alfred Berg.
Chairman of Finansmarknadsradet.
Independent: Owner representative.

Christel Kinning

Board member since 2014.

Born: 1962

Education: Finance and marketing

Other assignments: Own operations.

Board member of Stadium, Reima, Zound-
industries, Venue Retail Group and Bjérn
Borg.

Previous experience: CEO of Polarn O. Pyret,
CEO of RNB Retail and Brands and executive
positions at Kellermann Scandinavia.
Independent: Independentinrelationto
the owners, the company and company
management.

Rolf Lydahl

Board member since 2007, Chairman of

the Audit Committee since 2011.

Born: 1945

Education: Master of Business Administra-
tionand Economics

Other assignments: Own operations. Board
assignments at various smaller entrepre-
neurial driven companies.

Previous experience: CEO at finance com-
pany Probo, Vice President of Nordstjernan,
executive positions at Retriva and represen-
tative of Credit Suisse.

Independent: Independentinrelationto
the owners, the company and company
management.

Johan Magnusson

Board member and member of the
Remuneration Committee since 2008.
Born: 1959

Education: Graduate in Economics

Other assignments: CEO of the First Swedish
National Pension Fund.

Board member of Willhem

Previous experience: Executive positions at
SEB Wealth Management, SEB Private
Bankingand ABB Investment Management.
Independent: Owner representative.

AUDITORS

Ohrlings PricewaterhouseCoopers AB

Helena Ehrenborg
Auditorincharge

Born: 1965

Otherimportant assignments: Auditor at
Pandox, Jernhusen, HSB and Akademiska
Hus.

Daniel Algotsson

Authorised Public Accountant

Born: 1982

Otherimportant assignments: Auditor at
AvidaFinans, FCG Fonder, Catellaand
Proventus.
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Senior executives

Fredrik Wirdenius
CEO

Born: 1961

Employed: 2008

Joined Management Team: 2008
Education: Civil Engineer
Previous experience: Skanska
Other assignments: Board assign-
ments at Scandic Hotels.

Ronald Backrud

SVP, Stockholm Region

Born: 1958

Employed: 1995

Joined Management Team: 2008
Education: Civil Engineer
Previous experience: J&W,
Vattenbyggnadsbyran, Skandia
and Arne Johnson Forvaltning.
Other assignments: Board member
of Byggherrarna.

Sheila Florell

SVP, General Counsel

Born: 1965

Employed: 2005

Joined Management Team: 2006
Education: B.Law and estate
agentexam.

Previous experience: If
Skadeférsakringand Association
of Swedish Real Estate Agents.
Other assignments: Board
assignments at SSM Holding.

Jan-Erik Hellman
SVP,Uppsala Region

Born: 1975

Employed: 2010

Joined Management Team: 2017
Education: Civil Engineer

Other assignments: Board
assignments at Citysamverkan AB
Previous experience: JLL, ICA
Fastigheter.

Christer Nerlich
SVP,CFO

Born: 1961

Employed: 1995

Joined Management Team: 1998
Education: Master of Business
Administrationand Economics
Previous experience: Newsec
and FastighetsRenting.

Other assignments: Board
assignments at Akademiska Hus.

Anna Nyberg

SVP, Property development
Stockholm

Born: 1973

Employed: 2007

Joined Management Team: 2015
Education: Civil Engineer
Previous experience: Hufvud-
staden, Ericsson, Dalkiaand
Stadshypotek.

Kristina

Pettersson Post

SVP, Gothenburg Region

Born: 1964

Employed: 1993

Joined Management Team: 2011
Education: Civil Engineer
Previous experience: Byggnads-
styrelsen.

Other assignments: Board member
of Nordstans Samfallighet, Trophi
Fastighets AB, CMB Chalmers and
the non-profit organisation Gote-
borgcitysamverkan.

Fredrik Wirdenius
Johanna Skogestig

SVP,CIO

Born: 1974

Employed: 2015

Joined Management Team: 2015
Education: Civil Engineer
Previous experience: AP Fastig-
heter, Sveafastigheter and Areim
Other assignments: Board member
of Fastighets AB Regio and Cibus.

Anna Stenkil

SVP, Oresund Region .

Born: 1968 Jan-Erik Hellman
Employed: 2011

Joined Management Team: 2016

Education: Graduate in Economics

Previous experience: Proffice,

Newsec, Wihlborgs.

Other assignments: Board member

of Fastigheter and Ideon Open.

Cecilia Séderstrom
SVP,Human Resources

Born: 1962

Employed: 2008

Joined Management Team: 2008
Education: B.Sc. Sociology
Previous experience: Svenska
Speland Ericsson.

Other assignments: Board member
of Almega Fastighetsarbetsgivarna.

Per Thiberg

SVP, Business Development
Born: 1959

Employed: 2002

Joined Management Team: 2010
Education: Civil Engineer
Previous experience: JM and
Newsec.

Nicklas Walldan

SVP, Technical Operations & o .. .
Development Cecilia Soderstrom
Born: 1971

Employed: 2001

Joined Management Team: 2008

Education: Civil Engineer

Previous experience: Tyréns.

Other assignments: Board member

of Svensk Byggtjanst and Samhalls-

byggnadslanken at KTH Royal

University of Technology.

Peter Ostman

SVP, Corporate Communications

Born: 1961

Employed: 1998

Joined Management Team: 1998 Peter Ostman
Education: Master of Business

Administration and Economics

Previous experience: Storstaden.
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Signing by the Board of Directors

The Board and CEO affirm that the annual accounts have been prepared in accordance with the Annual Accounts Act and
RFR2,and provide afair and accurate overview of the Parent Company’s financial position and results. The consolidated
accounts have been prepared in accordance with the International Financial Reporting standards (IFRS) as adopted by
the EU and provide afair and accurate overview of the Group'’s financial position and results. The Administration Report
for the Group and Parent Company provides a fair and accurate overview of the Group and Parent Company’s operations,
position and results, and describes material risks and uncertainties faced by the Parent Company and the companies
includedinthe Group.

Stockholm, 25 March 2019

Ulrika Francke Jan-Olof Backman Ann-Sofi Danielsson
Chairman of the Board Board Member Board Member
Niklas Ekvall EvaHalvarsson Kerstin Hessius
Board Member Board Member Board Member
Christel Kinning Rolf Lydahl Johan Magnusson
Board Member Board Member Board Member

Fredrik Wirdenius
Chief Executive Officer

Our Auditors’ Report was submitted on 25 March 2019
Ohrlings PricewaterhouseCoopers AB

Helena Ehrenborg Daniel Algotsson
Authorised Public Accountant Authorised Public Accountant
Lead partner

106

VASAKRONAN ANNUAL REPORT 2018



Auditor’s report

AUDITORS'REPORT FINANCIALSTATEMENTS

Tothe general meeting of the shareholders of Vasakronan AB (publ), corporate identity number 556061-4603

Report on the annual accounts and consolidated accounts
Opinions

We have audited the annual accounts and consolidated
accounts of Vasakronan AB (publ) for the year 2018 except
for the corporate governance statement on pages 98-105.
The annual accounts and consolidated accounts of the com-
pany are included on pages 60-97 and 106 in this document.

Inour opinion, the annual accounts have been prepared
in accordance with the Annual Accounts Act and present
fairly,in all material respects, the financial position of parent
company as of 31 December 2018 and its financial perfor-
mance and cash flow for the year then ended in accordance
with the Annual Accounts Act. The consolidated accounts
have been prepared in accordance with the Annual Accounts
Act and present fairly, in all material respects, the financial
positionof the group as of 31 December 2018 and their
financial performance and cash flow for the year then ended
inaccordance with International Financial Reporting Standards
(IFRS), as adopted by the EU, and the Annual Accounts Act.
Our opinions do not cover the corporate governance state-
ment on pages 98-105. The statutory administration report
is consistent with the other parts of the annual accounts
and consolidated accounts.

We therefore recommend that the general meeting of
shareholders adopts the income statement and balance
sheet for the parent company and the group.

Our opinionsinthis report on the annual accounts and
consolidated accounts are consistent with the content of
the additional report that has been submitted to the parent
company’s audit committee in accordance with the Audit
Regulation (537/2014) Article 11.

Basis for Opinions

We conducted our audit in accordance with International
Standards on Auditing (ISA) and generally accepted auditing
standards in Sweden. Our responsibilities under those stan-
dards are further described in the Auditor’s Responsibilities
section. We are independent of the parent company and the

group in accordance with professional ethics for accountants
in Sweden and have otherwise fulfilled our ethical responsi-
bilities in accordance with these requirements. Thisincludes
that, based on the best of my (our) knowledge and belief, no
prohibited services referred to in the Audit Regulation
(537/2014) Article 5.1 have been provided to the audited
company or,where applicable, its parent company or its
controlled companies withinthe EU.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinions.

Audit scope

Vasakronanis the leading property company in Sweden
withinvestment properties valued at SEK 139 billion. The
company’s strategy is to manage and develop commercial
investment properties in Stockholm, Gothenburg, Malmé
and Lund.

Our audit has a group approach whichincludes audits of
allthe significant investment properties within the group.
This group approach means that the significant business
processes for the financial reportingin the group, such as
rental income, purchasing, payroll and valuation process is
audited centrally from a group perspective even though the
investment properties legally isin several legal entities. As
96% of the group assets consist of investment properties
that are valued at fair value, the audit’s main focus is to eval-
uate if the Annual report reflects the investment properties’
book value according to the company’s valuation principles
and that these principles are accordingto IFRS.

We designed our audit by determining materiality and
assessing the risks of material misstatement in the consoli-
dated financial statements. In particular,we considered where
management made subjective judgements; for example, in
respect of fair value of investment properties that involved
making assumptions and considering future events that are
inherently uncertain. Asinall of our audits, we also addressed
the risk of management override of internal controls, includ-
ing among other matters consideration of whether there was

Overall group materiality: SEK 720 million, representing 0.5% of the group’s

Our audit approach
Materiality
Materiality
total assets.
Scope
Scope

Our audithas agroup approach. In this approach, we focus on the central
business processes and on the audit of the valuation of investment properties

Key audit
matter
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fromagroup perspective. The overall purpose of the audit is to evaluate that
Vasakronan's financial statements have been prepared and presented
accordingto IFRS.

Key Audit Matter
Valuation of investment properties.
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evidence of bias that represented arisk of material misstate-
ment due to fraud.

We tailored the scope of our audit in order to perform suf-
ficient work to enable us to provide an opinion on the consoli-
dated financial statements as awhole, taking into account
the structure of Vasakronan, the accounting processes and
controls, and the industry inwhich the group operates.

Materiality

The scope of our audit was influenced by our application of
materiality. An audit is designed to obtainreasonable assur-
ance whether the financial statements are free from material
misstatement. Misstatements may arise due to fraud or error.
They are considered material if individually or in aggregate,
they could reasonably be expected to influence the economic
decisions of users taken onthe basis of the consolidated
financial statements.

Based onour professional judgement, we determined cer-
tainquantitative thresholds for materiality, including the over-
all group materiality for the consolidated financial statements
asawhole as set outinthe table below. These, together with
qualitative considerations, helped us to determine the scope of
our audit and the nature, timing and extent of our audit proce-
dures andtoevaluate the effect of misstatements, both individ-
ually and in aggregate on the financial statements as awhole.

KEY AUDIT MATTER

Valuation of investment properties

We refer to the Administration Report and the description of the Vasakronan group’s
summary of important accounting and valuation principles in Note 2, as well as refer-
ring to Note 4.2, Changes in the values of investment properties.

As at 31 December 2018, The value of the investment properties totaled SEK 139
billion. Investment properties comprise a significant portion of the balance sheet and
the valuation of these properties is inherently subjective and is the object of company
management’s judgements as regards, for example, the location of the specific prop-
erty, its condition and future rental income. Valuation objects incurring a major de-
gree of uncertainty in terms of their market value assessment are comprised of ongo-
ing development projects properties.

The valuation of all of the investment properties is executed at the end of each year and
every sixmonths by external valuers, Cushman & Wakefield and Forum Fastighets-
ekonomi. At the end of the other quarters, the properties are valued internally. The valu-
ations are executed on the basis of The Royal Institute of Chartered Surveyors' ("RICS’”)
valuation standards and processes which are based on an adopted, established valua-
tion policy. Inaddition, Vasakronan has aninternal process for the quality assurance of
the external valuations as at year-end and after the first six months of the financial year.
These internal quality assurance processes include an analysis and control of the data
taken from the company’s systems and registered in the valuation models as regards, for
example, rental levels, surface area, vacancy levels and also includes an overall analysis
of the value development of each property. These valuations are assessed both centrally
and in consultation with the respective property managers.

In determining the fair value of the properties, the valuers consider current informa-
tion regarding the specific property, such as the rental agreements in place, rental in-
come and operating costs. In order to achieve a final valuation, the valuers apply as-
sumptions and undertake judgements on future yields, net operating expenses and
estimated market rents, and these assumptions and judgments are impacted by the
direct yield requirements in place and by comparable market tranasactions.

The significance of the estimations and judgments applied in establishing the fair value
of the investment properties, together with the fact that the amounts are significant,
implies that the valuation of the investment properties comprises a Key Audit Matter
inthe audit.

Overall group

materiality SEK 720 million
How we determined Athreshold representing 0.5% of the
this level Group's total assets.

We chose total assets as the benchmark
due to the fact that, in our view, this is

the benchmark against which the perfor-
mance of a group, over time, is most com-
monly measured. We have chosen 0.5% of
total assets and this is a generally accepted
benchmark and is in our view an accept-
able overall materiality level.

Rational for the
materiality benchmark
applied

We agreed with the Audit Committee that we would report
tothem misstatementsidentified during our audit above
50MSEK as well as misstatements below that amount that,
inour view, warranted reporting for qualitative reasons.

Key audit matter

Key audit matters of the audit are those matters that, inour
professional judgment, were of most significance in our
audit of the annual accounts and consolidated accounts of
the current period. These matters were addressed inthe
context of our audit of, and in forming our opinion thereon,
the annual accounts and consolidated accounts as awhole,
but we do not provide a separate opinion on these matters.

HOW OUR AUDIT ADDRESSED THEKEY AUDIT MATTER

Amongst other things, our audit has focused on the company’s internal control and
quality assurance as regards the externally executed valuations as at 31 December
2018. The audit team, including our valuation specialists, have obtained copies of
and examined a selection of the valuation reports and have ensured that the valua-
tions comply with Vasakronan's guidelines for valuations and with the correct valua-
tion methods.

The external valuers’ work are based on the same calculation model as applied by
Vasakronan, which implies that the company’s quality assurance of the external
valuations is facilitated. We have assessed the external valuers’ competence and
experience and have also studied the groups’ valuation agreements with the exter-
nal valuers to determine if there are any circumstances in the agreements which
could impact the valuers’ objectivity or if there are any limitations to their work.

In addition, we have tested, on a sample basis, company management's input data
registered in the valuation models and taken from the company’s systems. This was
done to ensure that the information for the investment property valuations applied
inthe external valuations is correct and fair.

We have had meetings with the individuals responsible for the valuations in which
important assumptions and judgments have been discussed. Our work has focused
onthe largest investment properties in the portfolio, development project properties
and on the properties incurring the largest variations in value compared with previ-
ous quarters. We have assessed the applied yield requirements used by the external
valuers by comparing the estimated intervals of the expected yield requirements
and thresholds with the available market data for the current markets. We have also
assessed the reasonableness of other assumptions which are not directly compara-
ble based on available public data. In the case the assumptions and parameters have
been outside our initial expectation, these deviations have been discussed with repre-
sentatives of the company and additional audit evidence has been obtained as sup-
port for the applied assumptions.

The valuations are based on assessments and incur, inherently, a degree of uncer-
tainty. Based on our audit, it is our assessment that the assumptions applied by
Vasakronan are within areasonable interval. Based on our audit, we have not identi-
fied any significant observations to report to the Audit Committee.
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Other information than the annual accounts

and consolidated accounts

This document also contains other information than the
annual accounts and consolidated accounts and is found
onpages 1-59,111-126,128-132, 134-141. The Board of
Directors and the Managing Director are responsible for
this other information.

Our opinion onthe annual accounts and consolidated
accounts does not cover this other information and we do
not express any form of assurance conclusion regarding this
otherinformation.

In connection with our audit of the annual accounts and
consolidated accounts, our responsibility is to read the infor-
mation identified above and consider whether the informa-
tionis materially inconsistent with the annual accounts and
consolidated accounts. In this procedure we also take into
account our knowledge otherwise obtained in the audit and
assess whether the information otherwise appearstobe
materially misstated.

If we, based on the work performed concerning this infor-
mation, conclude that there is a material misstatement of
this other information, we are required to report that fact.
We have nothing to reportinthis regard.

Responsibilities of the Board of Directors
and the Managing Director
The Board of Directors and the Managing Director are
responsible for the preparation of the annual accounts and
consolidated accounts and that they give afair presentation
inaccordance with the Annual Accounts Act and, concern-
ingthe consolidated accounts, in accordance with IFRS as
adopted by the EU. The Board of Directors and the Manag-
ing Director are also responsible for such internal control as
they determine is necessary to enable the preparation of
annual accounts and consolidated accounts that are free
from material misstatement, whether due to fraud or error.
In preparing the annual accounts and consolidated
accounts, The Board of Directors and the Managing Director
areresponsible for the assessment of the company’s and the
group’s ability to continue as a going concern. They disclose,
as applicable, matters related to going concern and using the
going concern basis of accounting. The going concern basis of
accountingis however not applied if the Board of Directors
and the Managing Director intends to liquidate the company,
to cease operations, or has norealistic alternative but to do so.
The Audit Committee shall, without prejudice to the Board
of Director’s responsibilities and tasks in general, among
other things oversee the company’s financial reporting
process.
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Auditor’s responsibility

Our objectives are to obtain reasonable assurance about
whether the annual accounts and consolidated accounts as
awhole are free from material misstatement, whether due
tofraudorerror,and toissue an auditor’s report that
includes our opinions. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted
inaccordance with ISAs and generally accepted auditing
standards in Sweden will always detect a material misstate-
ment when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
annual accounts and consolidated accounts.

Afurther description of our responsibility for the audit
of the annual accounts and consolidated accounts is
available onthe Swedish Inspectorate of Auditor’s website
www.revisorsinspektionen.se/revisornsansvar. This
descriptionis part of the auditor’s report.

Reportonother legal and regulatory requirements
Opinions

In addition to our audit of the annual accounts and consoli-
dated accounts, we have also audited the administration of
the Board of Directors and the Managing Director of Vasa-
kronan AB (publ) for the year 2018 and the proposed
appropriations of the company’s profit or loss.

We recommend to the general meeting of shareholders
that the profit be appropriated in accordance with the
proposal inthe statutory administration report and that
the members of the Board of Directors and the Managing
Director be discharged from liability for the financial year.

Basis for Opinions
We conducted the audit in accordance with generally
accepted auditing standards in Sweden. Our responsibilities
under those standards are further described in the Auditor’s
Responsibilities section. We are independent of the parent
company and the group in accordance with professional
ethics for accountantsin Sweden and have otherwise ful-
filled our ethical responsibilities in accordance with these
requirements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinions.

Responsibilities of the Board of Directors

and the Managing Director

The Board of Directors is responsible for the proposal for
appropriations of the company’s profit or loss. At the pro-
posal of adividend, this includes an assessment of whether
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the dividend is justifiable considering the requirements which
the company’s and the group’s type of operations, size and
risks place on the size of the parent company’s and the
group’s equity, consolidation requirements, liquidity and
positionin general.

The Board of Directorsis responsible for the company’s
organization and the administration of the company’s affairs.
This includes among other things continuous assessment of
the company’s and the group’s financial situation and ensur-
ing that the company’s organization is designed so that the
accounting, management of assets and the company’s finan-
cial affairs otherwise are controlled in a reassuring manner.
The Managing Director shall manage the ongoing adminis-
tration according tothe Board of Directors’ guidelines and
instructions and among other matters take measures that
are necessary to fulfill the company’s accounting in accor-
dance with law and handle the management of assetsina
reassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration,

and thereby our opinion about discharge from liability, is to

obtain audit evidence to assess with areasonable degree of

assurance whether any member of the Board of Directors

or the Managing Director in any material respect:

¢ has undertaken any action or been guilty of any omission
which can give rise to liability to the company, or

« inany other way has acted in contravention of the
Companies Act, the Annual Accounts Act or the Articles
of Association.

Our objective concerning the audit of the proposed appro-
priations of the company’s profit or loss, and thereby our
opinion about this, is to assess with reasonable degree of
assurance whether the proposalis in accordance with the
Companies Act.

Reasonable assuranceis a high level of assurance, but is
not a guarantee that an audit conducted inaccordance with
generally accepted auditing standards in Sweden will always
detect actions or omissions that can give rise to liability to the
company, or that the proposed appropriations of the com-
pany’s profit or loss are not in accordance with the Compa-
nies Act.

Afurther description of our responsibility for the audit
of the administrationis available on the Swedish Inspec-
torate of Auditors’ website: www.revisorsinspektionen.se/
revisornsansvar. This descriptionis part of the auditor’s
report.

The auditor’s examination of the

corporate governance statement

The Board of Directorsis responsible for that the corporate
governance statement on pages 98-105 has been prepared
inaccordance with the Annual Accounts Act.

Our examination of the corporate governance statement
is conducted in accordance with FAR’s auditing standard
RevU 16 The auditor’s examination of the corporate gover-
nance statement. This means that our examination of the
corporate governance statement is different and substan-
tially less in scope than an audit conducted in accordance
with International Standards on Auditing and generally
accepted auditing standards in Sweden. We believe that the
examination has provided us with sufficient basis for our
opinions.

Acorporate governance statement has been prepared.
Disclosuresin accordance with chapter 6 section 6 the
second paragraph points 2-6 of the Annual Accounts Act
and chapter 7 section 31 the second paragraph the same law
are consistent with the other parts of the annual accounts
and consolidated accounts and are in accordance with the
Annual Accounts Act.

Ohrlings PricewaterhouseCoopers AB was elected auditor
of Vasakronan AB by the general meeting of the shareholders
onthe 3May 2018 and has been the company’s auditor since
the 28 April 2016.

Stockholm 25 March 2019

Ohrlings PricewaterhouseCoopers AB

Daniel Algotsson
Authorized Public
Accountant

Helena Ehrenborg
Authorized Public
Accountant

Lead Partner
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In December, the property Sirius in
Nyhamnen, Malmé was reopened following
extensive renovation. Windows have been
replaced, floors sanded and the interior
spruced up. The glazed atrium offers excellent
opportunities for tenants to meet.




SUSTAINABILITY

About Vasakronan’s sustainability report 2018

Vasakronan’s sustainability report follows the Global Reporting Initia-
tive (GRI) guidelines and is prepared in accordance with the GRI
Standards: Core option. In addition to GRI Standards, Vasakronan

has chosen to recognise the sector-specificindicators that were pre-
viously recognised in accordance with GRI G4.

Vasakronan aimsto runits entire business in a sustainable way.
Consequently, reporting of our sustainability agenda has been inte-
grated into the company’s annual report. The GRIindex contains ref-
erences towhere the information can be foundinthe annual report.
Inindividual cases, all of the information the GRI framework requires
could not be reported. These exceptions are presented in the GRI
indexon pages 114-115.

Information on boundaries, responsibility, monitoring and governance
for each material sustainability topic can be found in the sustainability
notes on pages 116-126. The informationis described in accordance
with Standard 103, and all standards used were published in 2016.

The sustainability report has been prepared pursuant to the provi-
sions inthe Swedish Annual Accounts Act Chapter 6 Section 11. Part of
the information submitted pursuant to these provisions is described
inother sections of the annual report. Adescription of the company’s
business model canbe found on pages 8-9, and further information
onVasakronan'’s risk management can be found on pages 94-97.

The sustainability reportis produced once per year,and 2018 was its
tenthyear of publication. The report s reviewed in summary by Ohrlings
PricewaterhouseCoopers AB, and their limited assurance report can
be found onpage 127. The sustainability report covers the Parent
Company and all wholly owned subsidiaries. Joint venture companies
co-owned by Vasakronan are not covered, and are not considered to
constitute asignificant part of operations. Nor does the sustainability
report cover operations controlled by individual tenants or suppliers.

Planning, governance and monitoring of sustainability efforts fol-
low the organisational structure, with a clear delegation of responsi-
bilities and authorisations viaa management system consisting of poli-
cies, guidelines, general measurable targets and detailed action plans.
There are also anumber of external laws, guidelines and regulations
including the UN’s Sustainable Development Goals (SDGs). The
SDGs that Vasakronan’s operations contribute to are detailed on
pages 116-126.

Stakeholder dialogue and prioritised areas

Surveying and analysing the expectations of our stakeholders for
Vasakronan's operations is a prerequisite for attaining our goals and
creating sustainable value. That is why we are in continual dialogue
with our mostimportant stakeholders. The forms for the continual
dialogue areillustrated in the image on page 113.

In addition to the continuing dialogue with our stakeholders, a
workshopwas conducted as recently as 2017, in which some 30 repre-
sentatives distributed among the various stakeholder categories took
part. The aimwas to identify which sustainability topics stakeholders
expect Vasakronantoreporton.
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Based onthe stakeholders’ expectationinventory and on competitive
intelligence, aninternal prioritisation of which sustainability topics were
considered material was performed. When setting priorities, Vasak-
ronan took into account the actual impact on people, the environ-
ment, economy and society, and consideration was also given to
Vasakronan'’s vision and business strategy. Prioritised sustainability
topics were then validated by Vasakronan's Management Team. The
sustainability topics deemed material are as follows: economic perfor-
mance, anti-corruption, materials, energy, climate impact through
emissions, waste, water, safe work environments at suppliers, occupa-
tional health and safety, diversity, tenants’ safety and security, public
transport and local services, and customer satisfaction.

In 2018, the materiality analysis was evaluated to assess whether
itwas still relevant. It showed that all of the sustainability topics previ-
ously identified continued to be material. At the same time, the evalua-
tionshowed that certainissues had increased in significance compared
with previous years, of which climate impact was one.

TCFD

InJune 2017, the Task Force on Climate-related Financial Disclosures
(TCFD) presented its recommendations for climate-related disclo-
sures. The recommendations are aimed at companies and investors
and include supplements for certain types of sectors.

Reportinginaccordance with TCFD should encompass a descrip-
tion of the company’s governance and strategy for climate change, but
itis primarily aimed at providing investors with information about the
risks and possibilities that will impact the company in conjunction with
atransitionto a society with lower carbon emissions and a changing
climate.

During the year, Vasakronan started to implement the TCFD’s
recommendations. Much of this information was already included in
the annual report. Pages 117-121 detail how we work with and
measure our climate impact inthe areas of energy, material, waste
and emissions. Inrecent years, we have focused strongly on direct
climate emissions and, since 2009, we have more than halved energy
consumption among other achievements. The results of our annual
climate accounting show that our focus in the future should primarily
be onreducing indirect emissions, an area where construction activi-
ties are one of the largest emission sources.

Asregards adapting the property portfolio based on climate
changes, we have worked since 2012 on identifying actions that need
to be takeninexisting buildings, new construction projects and port-
folio composition to be able to manage warmer, windier and more
humid weather and increased risk of flooding. For example, we have
reviewed our building design requirements to ensure that buildings
are adapted to the climate conditions that will prevail later in the build-
ing's lifecycle.

During the year, more risks related to the environment and climate
change were added to the company’s risk analysis. For more informa-
tionon Vasakronan’s climate-related risks, refer to page 97.
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STAKEHOLDER EXPECTATIONS DIALOUGE OPPORTUNITIES

e Long-term property management that offers
premises that provide good service and a good work
environment

Collaboration aimed at minimising negative
environmental impact

* Lowenergy consumption inthe buildings

Customer meetings
Customer satisfaction survey

i

Customer service and ongoing dialogues
regarding property management

Theme lectures

Access to public transportation and local service

Circular material use and selection

Specifier interms of specifications concerning the
supplier’'s work conditions and work environment

Collaborationfor greater sustainability

« During procurement processes for
framework agreements, when placing
orders and in meetings with suppliers

* Regular reviews/audits

Individual meetings with banks and
investors in the capital market

* Long-termand stable financial management
o Customer satisfaction

* Measurestoadaptthe properties due to climate changes « Financial statements

Low energy consumptionin the buildings Capital market presentations

i

Responsible and ethical business practices

Stable, long-term employer that offers good
employment terms

* Goodworkenvironment
* Engagementinlocal communities

e Performance appraisals

¢ Employee survey
Employees « Workshops

« Business planning

Advocate more eco-system services in
the planning phase and in the operations

Circular material use and selection
Transportation and emissions

Attending and participating in meetings
with stakeholders and industry
organisations as well as other forums

Network meetings

Along-term stable yield where consideration
is given to people, ethics and the environment

Transparent reporting
Customer satisfaction

Board meetings, one of which each year
is a strategy meeting
Meeting with owner representatives

for specific discussions on corporate
governance

VASAKRONAN ANNUAL REPORT 2018
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GRIStandard Disclosure Page Comments
102-1 Name of the organisation. Front cover of
the Annual Report
102-2 Primary brands, products, and services. Page 1
102-3 Location of the organisation’s headquarters. Page 75
102-4 Number of countries where the organisation operates. Vasakronan only conducts operations in
Sweden.
102-5 Nature of ownership and legal form. Inside front cover; page 75
102-6 Markets served by the organisation. Inside front cover
102-7 Scale of the organisation. Pages 28-32,37,78
102-8 Total number of employees by employment contract (permanent Pages 122-123
and temporary), and by gender.
102-9 Adescription of the organisation’s supply chain. Page 122
102-10 Significant changes to the organisation’s size, structure, ownership, Nossignificant changes during the year.
or supply chain.
102-11 Whether and how the organisation applies the Precautionary The precautionary principle forms
Principle or approach. the basis of how environmental work
isdesigned.
102-12 Alist of external guidelines endorsed by the organisation. Page 98
102-13 Membership of associations. Page 20
102-14 Statement from senior decision-maker. Pages 4-7
102-16 Adescription of the organisation’s values, principles, standards, Pages 8,19
and norms of behaviour.
102-18 Report on the governance structure of the organisation. Pages 98-103
102-40 List of stakeholder groups. Page 113
102-41 Percentage of total employees covered by collective bargaining Page 122
agreements.
102-42 Identifying and selecting stakeholders. Pages 112-113
102-43 Approach to stakeholder engagement. Page 113
102-44 Key topics and concerns that have been raised through stakeholder Page 113
engagement.
102-45 Organisation structure, entities, business areas, subsidiaries and Pages 90-92,101
joint ventures.
102-46 The process for defining the materiality analysis. Page 112
102-47 List of material topics. Page 112
102-48 The effect of any restatements of information givenin previous reports, No corrections have been made to
and the reasons for such restatements. previous reports.
102-49 Significant changes from previous reporting periods in the list of Nossignificant changes.
material topics and topic Boundaries.
102-50 Reporting period. Cover
102-51 Date of most recent report. Thereport for 2017 was published
inMarch 2018.
102-52 Reporting cycle. Published annually in connection with
the release of the Annual Report.
102-53 The contact point for questions regarding the report or its contents. Anna Denell, Head of Sustainability
102-54 The reporting level pursuant to the GRI Standards. Page 112
102-55 Atable, which specifies each of the GRI Standards used and lists all Page 114
disclosures included in the report.
102-56 Adescription of the organisation’s policy and current practice with Page 112
regard to seeking external assurance for the report.
103-1 Explanation of the material topic and its Boundary. Pages 116-126
103-2 The management approach and its contents. Pages 116-126
103-3 Evaluation of the management approach. Pages 116-126

114
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Material topic Disclosure Page UNSDGs Comments

Economic topics

Economic performance 201-1, Direct economic value generated and distributed. Page 116 17

Fiscal management® - Page 116 17

Anti-corruption 205-3 Number of confirmed incidents of corruption Page 116 16

and actions taken.

Environment

Materials 301-1 Materials used by weight. Pages 24,117,134 3,8,12 Information on the amount of material in
renovation projects is not available, and
are therefore estimated. Work is in prog-
ress on being able to gather and report
this information over the long term.

Energy 302-1 Energy consumption within the organisation. Pages 16-18,117,134 7

CREZ, Building energy intensity.
Water 303-1 Water withdrawal by source. Page 118 6
CRE2, Building water intensity.
Emissions 305-1 Direct (Scope 1) GHG emissions. Pages 18,20,118-119,134 11,12,18
305-2 Energy indirect (Scope 2) GHG emissions.
305-3 Other indirect (Scope 3) GHG emissions.
CRES, Greenhouse gas emissions intensity from buildings.

Effluents and waste 306-2 Waste by type and disposal method. Pages 18,22,24,120, 134 11,12 The amount is based partly on estimations
owingto absence of data. Work is under
way to be able to eventually gather this
information.

Product labeling, CRES8, Number of sustainability certified buildings. Pages 18,121,134

environment?

Supplier environmental 308-1 New suppliers that were screened using Pages 20,122,134 5,8,10

assessment environmental criteria.

Social

Occupational health 403-2 Types of injury and rates of injury, occupational Pages 20,24, 125 3,8 Reporting covers sick leave and

and safety diseases, lost days, and absenteeism, and number of accidents concerning Vasakronan's

work-related fatalities. employees. There is also an ambition
toreport accidents at our construction
work sites in the future.

Diversity and equal 405-1 Composition of the Board of Directors, Management  Pages 78-79,104-105, 123 5,8,10

opportunity Team and other employees according to age and gender.

Supplier socialassessment  414-1 Percentage of new suppliers that were screened Pages 19,124,134 3,58

using social criteriaand human rights.
Customer healthand safety ~ 416-A Measures taken to maintain a high level of safety Pages 19,24,126 5,10,
and security inand around properties. 11,16
Public transportation Measures taken to create opportunities for public Pages 24,126 9,11

and local services transportation to and from our properties and proximity

tolocal services.

Customer satisfaction Results of customer surveys.

Pages 19,126

1) Areas that have not been prioritised in the materiality analysis but are still deemed important to report based on stakeholder expectations.

VASAKRONAN ANNUAL REPORT 2018
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Financial responsibility

201-1 Direct economic value generated and distributed

17 s
FORTHEGOALS

&

Taking financial responsibility for our operations and having stable, sound finances
are fundamental to be able to deliver onthe assignment of long-term, stable returns
toourowners. Thisis alsoimportant to be able to act with along-term horizon and
meet the financial expectations of our other stakeholders.

Boundaries

Thereportingonly covers the economic value created at Vasakronan. The value is
impacted partly by factors that Vasakronan controls but also by external factors
such as the state of the market and interest rates, as well as our owners’ decisions
about the distribution of the dividend.

Responsibility and monitoring

Vasakronan's CEO and Management Team have overall responsibility for steering
operations toward the financial targets. The outcome is monitored on a quarterly
basis in connectionwith interim reports and through internal steering parameters
established for the operations.

Governance and objectives

The overall financial objectiveis areturn that, inrelationtorisk, is greater thanthe
return our owners could obtainfrom other comparable investment alternatives.
The overall financial objectiveis atotal yield of at least 6.5% per year. In addition,
the total yield must be at least 0.5 percentage points higher than the outcome for
therest of the industry, measured as the average according to the MSCI Swedish
Property Index (excluding Vasakronan). The average outcome is evaluated over
rollingten-year periods, together with monitoring and analysis of the outcome for
eachindividual year. In addition, a number of key financial indicators are set for the
comingyear. These are monitored ona quarterly basis in connection withinternal
review andinthe quarterly reports to the Board of Directors. For more informa-
tion, refer to page 134.

Outcomes

Detailed information on Vasakronan'’s financial position can be found in the compa-
ny’s financial reports on pages 62-73. The economic value created totalled SEK
20.7 billion (17.5) in 2018 and comprises rental revenue, investments and changes
inthe values of properties. The remaining value totalled SEK 9.6 billion (7.1). The
value distributed to the owners pertains to the dividend presented to the owners,
whichis alsotoberegarded as avalue to the public. The “Public sector” itemincludes
property tax, ground rentand VAT. In 2018, property tax was an expense of SEK
527 million (expense: 544), of which SEK 491 million (497) was invoiced to tenants.

Economic value distributed

&

B Owners, 36%(39)

W Suppliers, 37% (32)
Public sector, 15% (16)

M Lenders, 10%(12)
Employees, 2% (2)
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Taxes
Taxis astatutory expense in our operations that affects the return, and at the same
timeitisalsoaresponsibility issue that canimpact the company’s reputation and
standing. Taxis defined asincome tax, VAT, property tax, stamp duty, advertising tax
and withholding tax. The Board of Directors has overall responsibility for managing
taxes. The Board of Directors has established atax policy to ensure taxissues are
managed in alignment with fulfilling the requirement of achieving a high return, and
of the company meeting the requirements set for being aresponsible social actor.
For more information onthe company’s tax policy, visit www.vasakronan.se.
Vasakronan's operations are conducted only in Sweden. Country-by-country
reporting of taxes paid is therefore not applicable. Vasakronanis not currently the
subject of any tax cases. More information about recorded taxes can be found on
pages 81-82.

Donations and sponsorship

Duringtheyear, voluntary contributions and investments in the community inthe
form of gifts and donations were presented to various organisations. The two largest
contributionsin 2018 totalled SEK 350,000 (750,000).

205-3 Number of confirmed incidents
of corruption and actions taken

Corruptioninthe Swedish property and construction industries, inwhich alarge
amount of products and servicesis sold every year, is regarded as being widespread
and extensive. We must therefore have a process that eliminates the risk of corrup-
tioninall situations.

Boundaries

The anti-corruptionwork pertains firstly to our efforts to prevent corruption within
the company, but we also set requirements on our suppliers having a systematic pro-
cesstocounteract corruptionin their operations.

Responsibility and monitoring

The efforts toward counteracting corruption and bribery are being led by the
company’s General Counsel inthe capacity of Compliance Officer. Violations are
not acceptable and may resultindisciplinary measures, termination or legal pro-
ceedings. Thereis also awhistle-blower function to make it easier for employees
and those outside the company to report suspicions of corruption or other impro-
priety.

Governance and objectives
Internally, operating activities are governed by policies and guidelines for purchas-
ing, communication, equal treatment and the environment, among other factors.
QOur policies, routines and training work together with our Code of Conduct to
counteract all forms of corruption and improprieties. All of Vasakronan's employees
and suppliers are expected to comply with the internal regulations as well as with
the lawsinforce. Allemployee-related policies are available onthe intranet, and the
organisation is monitored continually to ensure compliance.

The goalis zero tolerance for all forms of corruption.

Outcomes
No suspicions of corruptionwere reported in 2018.
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Environmental responsibility
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Large amounts of materials are used in new construction, redevelopment and lease-
holdimprovements of properties. The materials used in our projects give rise to major
environmental impact when they are extracted and produced, and in addition they
generate considerable transportation needs. Thatis why itisimportant to reduce the
amount of material used and to use renewable raw materials, and recycled or reused
material to much greater extents. In addition, we need to ensure that the materials
used do not contain hazardous substances that are spread into indoor environments
orinto ecosystems outside our buildings. That is why all the construction material
used inour buildings is always evaluated and documented. The Byggvarubedém-
ningen systemis applied in this work.

301-1 Materials used by weight

Boundaries

Thereporting covers the material used in new construction and renovation projects,
aswell asimprovement work on the premises. The impact lies primarily with our sup-
pliers, since they are the ones purchasing and using the materials when they per-
formservices for us. The materials Vasakronan purchases and uses internally —
officeand consumables, as well as construction material for operational and
maintenance work, for example — have been deemed to be without significance.

Responsibility and monitoring

The Regional SVPs are responsible for the materials used in project development.
This responsibility covers how much, and what type, of material is used and for using
the Byggvarubedémningen systeminall projects.

The amount of materials used is monitored during each project and is reported
whenthe project is completed. Used material per square metre, the proportion of
renewable and non-renewable raw materials, and the proportion of recycled mate-
rial are then all compiled. The proportion of reused material is also monitored. This
monitoringis performed onaquarterly basis in each region.

Governance and objectives

The environmental impact of the project is governed by the environmental certifica-
tion scheme, and the “Miljéprogram for projekt” (Environmental Programme for
Projects) aninternal policy document, which is followed by all project designers and
contractors. The programme states that we must save materials, only use materials
that are possible toreuse or recycle, and to build proactively and as flexibly as possi-
ble to reduce the need for future redevelopment. Environmental certification of the
project also steers towards reduced used of materials and a larger proportion of
reused and recycled material. The Environmental Programme also prescribes using
the Byggvarubeddmningen systemfor selecting and documenting construction
materials. Thatis checked both through internal audits and supplier audits. The
requirement for using the Byggvarubeddmningen systemis also found in the major-
ity of lease agreements, which isimportant since tenants sometimes renovate under
their own management.

Priorto 2018, a goal was set for all new construction and renovation projects to
report their use of materials. At year end, it was noted that all projects that had begun
construction during the year had started reporting material use. For more informa-
tion, refer to page 134.

Outcomes
No new construction project was completed during the year, and accordingly, mate-
rialusedinnew constructiontotalled zerotons (17,819), equivalent to zero kg/sq. m.
(1,018). 2017 was the first year that the use of material in new construction projects
was based onactual measurement. The use of materials in that new build was based
onactual measurements over the course of the entire project and reportingused a
web-based tool that all contractors and subcontractors had access to. The use, for
example, of concrete, rebar, steel and wood are based onthe actual amounts reported.
Ofthe material used, 2% consisted of renewable raw material and the remaining
98% of non-renewable raw material. Of the non-renewable material, 8% consisted
of recyclable material. The aimis for material use over time to be reported inthe
same manner in both renovation and new construction projects, and ahead of 2018,
agoalwas set for the company for all major projects to report their material use.

Atotal of three renovation projects were completed during the year. Used material
inrenovationsis reported as the cost of material purchased and shows that, in these
three projects, Vasakronan purchased construction material for SEK 124 million
(706), which corresponded to SEK 4,430/GFA (13,201) where the areais based on
the gross areafor the project. The difference between the years was mainly attrib-
utable to the scope of the renovations completed.

Material usein leasehold improvements is also based on an estimate, and during
theyear totalled SEK 299 million (387), corresponding to SEK 1,369/sq.m. (2,282).
Theyear-on-year declineis the result of work conducted within the organisation
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over the year todecrease costs for leasehold improvements, which also resulted
inlower material costs.

The audits conducted during the year show that the Byggvarubedémningen
systemwasused inall major projects.

302-1 Energy consumption within the organisation
CRE 1 Building energy intensity

The property sector accounts for almost 40% of society’s energy consumption.
Therefore, Vasakronan's efforts to decrease energy consumption and only use
renewable energy is animportant environmentalissue. Low energy consumption is
also a prerequisite for environmentally certifying buildings with high ratings, some-
thing thatis indemand by many tenants and is a prerequisite for being able toissue
greenbonds.

Boundaries

As aproperty owner, Vasakronan canimpact the energy consumptionin properties,
for example through the investments made in HVAC-systems and in the building
envelope of the properties. Another part of the impact comes from tenants, and is
determined by the type of operation they conduct and their preferences as regards
indoor climate, for example.

Thereporting covers energy consumption from the whole portfolio of proper-
ties, and fuel used in vehicles owned by Vasakronan. Only building-related energy
consumptionisreported (i.e.energy consumption related to heating, air condition-
ing and the building’s electrical needs). Tenants’ own electricity consumption is not
included, but an estimate of that is taken into account when reporting our scope 3
emissions.

Responsibility and monitoring

Thetechnical organisationis responsible for the energy consumption of the existing
buildings and type of energy source. The regions are responsible for designing for
low energy consumption in the development projects.

Energy consumptionis monitored ona monthly basis at the property, regional,
and company level by an energy monitoring system in which all the values measured
arerecorded and processed. Energy consumption for new construction and major
renovation projectsis monitored against calculated values in connectionwith a
project being finalised and occupied.

Governance and objectives

Theenergy efforts are governed by the company’s energy strategy and environ-
mental policy. For new construction and major renovation projects, the goal is to
comeinatleast 25% under the BBR requirements (National Board of Housing,
Building and Planning’s regulations for new construction). For major renovations
not covered by the BBR requirements, the aimis to halve energy consumption com-
pared with prior to the renovation.

Reducing energy consumptionin existing buildings also requires close collabora-
tionwith our tenants. Since 2017, thereis aclause inall rental agreements that
entails, inter alia, collaboration with tenants around reduced energy consumption
and mutual reporting of energy data. This also requires tenants to procure renew-
able energy if tenants have their own energy supply contracts.

Vasakronanonly purchases electricity from renewable resources (hydro and
wind power), and in all our agreements with suppliers of district heating and district
cooling there are requirements for renewable and/or climate neutral energy.

Ahead of 2018, atarget was set to reduce energy intensity by 3%, which corre-
spondstoanenergy intensity of 99 kWh/sq. m. Moreover, atarget was set to
increase the number of solar photovoltaic systems to 60 by the end of the year.

The outcome and comments onthe target are available onpage 118 and 134.

Outcomes

Energy consumption

GWh 2018 2017

Cooling 49.2 38.1

Property electricity 86.0 85.6

Heating 154.9 158.8

Vehicle fuel consumption 0.1 0.1

Total 290.2 282.6
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Energy intensity
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In2018, energy intensity averaged 103 kWh/sq.m. (100).The increase compared
with previous years is explained by the cold winter and hot summer.

Thefuel used during the year consisted primarily of petrol and diesel, pertained
tofuelin company-owned vehicles, and totalled 0.1 GWh (0.1). Fuel consumption
isnotincludedinenergyintensity data, butin the climate calculations (Scope 1).
Tenants’ own energy consumptionis not included in energy intensity, but is included
inthe climate impact reporting (Scope 3). For definitions of energy intensity and
temperate area, refer to pages 140-141.

In 2018, an additional 6 solar photovoltaic systems (12) were put into operation
inthe property portfolio; in total, 2,944 MWh (2,060) of electrical energy was pro-
duced inour solar photovoltaic systems. Atotal of 55 solar photovoltaic systems
(49) wereinoperation at year end and these are estimated to generate a total of
3,700MWh (3,200) per year. The installations are located throughout the entire
property portfolio; Stockholm has the most with 24 installations followed by
Uppsalawith 16, Oresund with 9 and Gothenburg with 6.

Energy from solar photovoltaic systems

MWh
3,185
2,336
1,656

4,000

3,000

2,000
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303-1 Water withdrawal by source S
CRE 2 Building water intensity v

Water consumptionis animportantissue fromaglobal perspective. Over the last
fewyears, evenin Sweden, access todrinking water has been restricted in certain
parts,including Uppsalawhere Vasakronan owns properties. Vasakronan uses
water from municipal systems, and even though a shortage has only arisenin one
of the locations where we operate, we are working continually on monitoring and
on cost-efficient measures to reduce consumption. Low water use is a prerequisite
for environmentally certifying buildings with high ratings.

Boundaries

As aproperty owner, we have a great opportunity toimpact the amount of water
used inour buildings, since we are the ones who decide and make investments in
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technical systems. Thisimpact consists primarily of our tenants, the type of opera-
tions they conduct and how they choose to act.

Thereporting coverswater useinall properties. It does not cover any water use
where tenants have their ownwater supply contracts.

Responsibility and monitoring

The technical organisation has primary responsibility for the water use of the exist-
ing properties. The regions are responsible for designing all new construction and
redevelopment so that their water use is low. Water efficient equipment is selected
during planning — low flush lavatories and low flow fixtures, for example. Any land-
scaping adjacent to the buildings is planned to reduce the need for irrigation. Water
use ismonitored on a monthly basis at the property, regional, and company level via
an operations monitoring systemin which all the values measured are recorded and
processed.

Governance and objectives
Water useis governed by the company’s environmental policy, and isincluded as
arequirement inenvironmental certification of buildings.

Outcomes
The total amount of water consumed during 2018 amounted to 1,162,908 cubic
metres (1,211,187), equivalent to awater intensity of 0.5 m3/sq. m. per year (0.5).
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Buildings use large amounts of energy in the operations phase, which may resultin
emissions of greenhouse gases. In addition, our operations generate emissions from
own vehicles, business travel and commuting. Operations also generate large
amounts of indirect emissions in the form of use of building materials, waste and
construction-related transportation.

305-1-305-3and CRE 3

Direct and indirect emissions

Boundaries
Climate impact within our own organisation (Scope 1) is marginal, since we do not
have our own central heating boilers in the buildings and since the majority of vehi-
clesweownareelectriccars. What we can largely impact is energy consumptionin
the properties as well as with what type of energy we choose to supply our build-
ings. Owing to low average energy consumption and agreements on renewable and/
or climate-neutralenergy, the indirect emissions from energy consumption (Scope 2)
have already been decreased drastically. We have therefore chosen to focus our
work onemissions that occur outside our own organisation, indirect emissions
(scope 3). We are primarily trying to reduce are emissions from tenants’ own elec-
tricity contracts and waste. We also strive to reduce emissions from our construc-
tion activities, where building materials, waste and transportation to and from con-
struction sites are the greatest contributors.

Our greenhouse gas reporting covers the aspects identified as material based on
scope of the emissions and our ability to influence.

Responsibility and monitoring
Theresponsibility for the materials used (301-1), energy consumption (302-1) and
waste (306-2) forms the basis for the responsibility for our emissions. In addition,
the Management Team is responsible for creating the conditions and guidelines for
reducing emissions fromemployees’ business travel and commutes.

Annual monitoring of greenhouse gas emissions is conducted under the GHG
protocol,andin 2018 the greenhouse gas report was prepared by the consultants
2050AB.

Governance and objectives

Effortstoreduce the company’s emissions are mainly governed through systematic
work toreduce our material and energy consumption, waste from our tenants and
our own constructionwaste. To reduce climate impact from transportation, a deci-
sionwas taken to phase out all our fossil-fuel vehicles by 2019, and to set require-
ments for 100% renewable fuel for all transportation in new construction projects.
Therefore, supplements were made to Vasakronan's internal policies for project
completion, which are to be adhered to in all major projects, with the requirement of
usingrenewable fuel for transporting material and waste.

In 2018, we analysed our climate goals in accordance with Science Based Targets.
The analysis showed that our goals are well below the level we need to reach by
2030, if our operations are to be deemed in line with the requirements of the Paris
climate agreement.
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Compilation of total greenhouse gas emissions, 2006 and 2014-2018

Vasakronanhas beenreportingits greenhouse gas emissions since 2006, which is
the base-line year for our reporting. For purposes of comparison, the emissions for
2006 have been adjusted sothat AP Fastigheter’s emissions are also included. Since
the base year, emissions have decreased approximately 98% (comparable emissions,
i.e.Scope 1, Scope 2 and emissions from air travel). The tremendous decrease is due
toreduced energy consumption and atransition to renewable or climate-neutral
energy sources.

Over the past few years, agradualimprovement of input data — as well as
amended accounting principles — have led to anincrease in the scope of which
emissions are included inthe reporting. Since 2012, the reports relate not only to
emissions of carbon dioxide but to all greenhouse gases that impact the climate.

Duringtheyear, Scope 1 and Scope 2 emissions decreased 38%. The largest
decreasestook place in the categories of district heating and electricity. One reasonis
that one of the district heating suppliers has switched to climate neutral fuels, and that

the proportion of property electricity not purchased by Vasakronan has decreased.

InScope 3, part of the reportis based on actual dataand part on estimated values.
Emissions from the production and distribution of energy fuel increased during the
year. These emissions are based on actual data, and the increase is explained by
changesinthe shares of wind and hydro power over the year. Of the emissions in
Scope 3thatare largely built on estimated values, emissions from construction
activities have decreased. This was mainly due to the completion of fewer projects
inthe year. The reason that emissions from tenants’ own use of electricity has
decreased is that the assumption of how much electricity the tenants consume has
changed.

Vasakronan undertakes climate compensation for the remaining direct emissions
- aswellas certainindirect emissions - by purchasing shares in compensation
projects.

Allamountsin the table below refer to tons, if not otherwise stated.

Base year 2006% 2014 2015 2016 2017 2018
Scope 1
Oil 3,335 14 0 0 0 0
Own vehicles 67 19 11 21 20 22
Private vehicles used for business and service vehicles 236 21 2 16 11 10
Refrigerants - 555 371 280 256 215
Total Scope 1 3,638 609 384 317 287 246
Scope 2
District heating 25,740 267 187 189 182 69
District cooling 606 229 179 121 4 6
Electricity? 30 2,404 626 415 314 164
Total Scope 2 26,376 2,900 992 725 500 239
Climate compensated Scope 3 emissions
Alr travel 303 92 201 118 130 206
Rail travel - 0 0
Taxis - 6 0 6 6 3
Hotels - 4 7 2
Commutes - 232 181 157 159 118
Production and distribution of vehicle fuels (in Scope 1) - 12 3 9 7 6
Production and distribution of energy fuels (in Scope 1 and 2)% - 1,282 1,131 1,451 862 922
Total Climate compensated Scope 3 emissions 303 1,629 1,521 1,748 1,166 1,259
Other Scope 3 emissions?
Waste from tenants - 880 2,523 1,727 1,840 1,649
Waste in construction projects® - 670 598 1,157 1,795 1,329
Transportation in construction projects? - 1,279 1,853 1,013 596 393
Materials in construction projects®¢ - 40,321 59,031 30,175 37,602 28,055
Electricity consumed by tenants” - - 41,047 24,830 25,294 20,738
Total Other Scope 3 emissions - 43,150 105,052 58,901 67,127 52,164
Sum total of compensated emissions - 5,137 2,896 2,791 1,954 1,744
Sum total of emissions (Scope 1,2 and 3) 30,318 48,287 107,948 61,693 69,080 53,908
Emissions intensity, Scope 1 and 2 (kg per lettable sg.m.) 8.14 14 0.55 0.38 0.32 0.20
Emissions intensity, Scope 1 and 2 (after climate compensation) 8.14 0 0 0 0 0

Including AP Fastigheter's emissions before the merger with Vasakronan. Only Scope 1,2 and air travel, and only CO,,.

As of 2012, temporary agreements without certificate of origin are included.

This category includes emissions that occur upstream of production of water power, wind power, biopower, other power, district heating and district cooling and the extraction, refinement and distribution of oil.

Emissions for entire construction projects, for projects concluded during the reporting year.

1)
2)
3)
4) New categories since 2014 for waste, materials and transportation and since 2015 for tenants' electricity use.
5)
6)

As of 2016, new methods are applied for calculating emissions from leasehold improvements. The equivalent emissions for 2015 have been re-calculated using the same method. However, corrections further back in time

have not been made.

7) Electricity procured by tenants themselves. For 2018, all comparative figures were restated after taking into consideration the area of vacant projects when estimating tenant electricity consumption.
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306-2 Waste by type and disposal method

Large amounts of waste arise in new construction and renovation projects, and
alarge portion of that waste currently goes to incineration or landfill. Moreover,
thereis anational target that by 2020, 70% of all construction and demolition
waste should be reused or recycled.

Inaddition to construction waste, we also take care of large amounts of waste
fromour tenants’ operations. Most of the time, we are the ones who determine how
wellthe waste is sorted since we are responsible for the waste recycling facilities in
the buildings.

Boundaries

Ourinfluence is mainly exercised outside the organisation at our construction con-
tractors, whodothe work inour construction projects, and at our tenants when
they conduct operations at our properties. The waste that arises owing to our own
administrative operationsis not deemed to be materialin relation to the waste from
project development and tenant waste. Since we are tenants at our own properties,
thereporting also covers our own waste from operations, included in the tenant’s
waste.

Reporting covers the waste that we help our tenants take care of, but not any waste
for which the tenantis responsible for removal. This could encompass hazardous
waste and confidential papers, for example. Construction waste includes the waste
that arisesindirect connection with constructionwork at the constructionsite.

Responsibility and monitoring

Thetechnical organisationis responsible for meeting the tenant’s waste target. The

regional SVPs are responsible for meeting our constructionwaste targets.
Tenantwaste and constructionwaste are monitored annually in connection with

preparingthe sustainability and impact reports. The project waste monitored per-

tainsto projects that were finalised during the current year.

Governance and objectives
The EU waste hierarchy governs our waste policy. Vasakronan strives to minimise
waste, toincrease the proportionthatis recycled or reused, and minimise the share
that goes tolandfill or incineration. Vasakronan's long-term goal is that neither our
own nor our tenants’ operations should generate waste that cannot be recycled or
reused.

Toreachthis long-term goal, Vasakronan collaborates with tenants and suppliers to:
1.Reduce the total amount of waste by resource efficiency practises
2.Create conditions for reuse of waste
3.Manage waste so that it goes from being waste to being a new resource
4.Hazardous waste that arises will be properly taken care of

Allnew construction and major renovation projects should conduct waste minimis-
ing workshops to decrease the amount of waste and setting tangible waste reduc-
tion goals for the project. Ahead of 2018, the company set a goal toincrease the
amount of reused material in construction work, and to reduce waste generated in
constructionworks. The outcome and comments on the target are available under
the heading “outcome.”

Outcomes

In 2018, tenant waste totalled 10,044 tons (10,101). Construction waste amounted
toatotal of 3,955 tons (5,346) and pertained to three renovation projects com-
pleted during the year as well as waste from leasehold improvements. The break-
downintodifferent fractionsis set out inthe following diagram.

In 2018, the amount of reused materials was 51 tons (116). The year-on-year
decline was due to reused material in project Sergel, where volumes were unusually
high, beingincluded in the outcome for the preceding year. Waste from renovation
projects averaged of 77 kg/sq. m. (43). The outcome refers to the major renovation
projects that were completed during the current year. No new construction proj-
ectswere completed during the year.

Tenant waste, 2018
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Tenant waste, 2017
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Construction waste, 2018
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Reporting the amount of waste generated by us and our tenants is built partly on
estimates. Part of the waste in the category of tenant waste (‘household’ waste or
comparable thereto) may only be collected by contractors appointed by the respec-
tive municipalities. It is often difficult, and sometimes evenimpossible, to get data
fromthe municipalities on how much waste is collected in each building. Portions of
the waste have therefore been estimated, based on key metrics per square metre
from the actual information that could be obtained.

CRE8 Number of environmentally certified buildings

Inconstruction waste, there are detailed statistics from the larger projects. Infor-
mation about how much waste arises in smaller projects — the “leasehold improve-
ments” —is datathat is not systematically collected at present. The waste originat-
ing fromthis type of project has therefore been estimated by calculating a key
metric per krona expended, based on a smaller number of reference projects with
actual data.

Environmental certification of both existing buildings and new construction proj-
ectsisimportant from several perspectives. Itis proof fromathird party that our
properties have low environmental impact, which means we can meet our tenants’
growing environmental requirements.Environmental building certificationis also
aprerequisite for our green financing.

Boundaries
Many aspects are assessed when environmentally certifying buildings, and we
cannot always have full control over some of them. However, it is always the organi-
sation that takes decisions onwhich buildings will be certified, which certification
will be chosen and which rating we will have as an objective.

Reporting covers all properties.

Responsibility and monitoring

Responsibility for environmentally certifying our new construction and major reno-
vation projects projects lies with the regional SVPs; responsibility for existing build-
ings lies with the Technical Operations & Development Unit.

Governance and objectives

The environmental intensity of the project is governed by the environmental certifi-
cation scheme chosen and the “Miljéprogram for projekt” (Environmental Pro-
gramme for Development Projects) aninternal policy document. The environ-
mental programme for the project indicates that all projects are to be certified
under LEED, with the goal of reaching Platinum certification. Information onthe
choice of certification and the level set as a goal must also be indicated in the decision
memoranda produced for the respective projects.

From 2018, almost all existing properties have been certified. In some cases we
have chosen to wait with certification since the building was awaiting a major reno-
vationor other extensive measures. Instead, the work now aims to recertify all
existing buildings, since certification normally expires after five years. Recertifica-
tionis planned for 51 buildings in 2019. The technical organisationis responsible
for certification work with the existing properties.

For 2018, the goal was toincrease the proportion of environmental certifications.
The outcome and comments onthe target are available under the heading “outcome.”
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Outcomes

Attheendof 2018,85% (84) of our property portfoliowas environmentally certi-
fied. Vasakronan counts only BREEAM, LEED and Miljébyggnad as satisfactory
certifications; GreenBuilding is excluded as it only encompasses the environmental
topicenergy.

Environmental certifications
%

100
80 84
77
71
60
40
20
0
2014 2015 2016 2017 2018
Share of total area.
Area, thousand
sg.m. Share, %
BREEAM Excellent 28 1
LEED Platinum 126 6
LEED Gold 1,486 74
LEED Silver 276 14
LEED Certified 97 5
2,013 100

Tothe extent the property is environmentally certified under several systems,
it has been counted as LEED certified inthe table above.
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102-9 Adescription of the organisation’s supply chain s %. St
308-1 Percentage of new suppliers that were screened using social criteria

Inorder to successfully conduct our operations, we need to engage suppliers of
various types. Each purchase must be conducted with professional correctness,
objectivity and honesty while observing good business practice. Additionally, pur-
chasing must take place through competitive procurements where suppliers and
tenders are assessed and prioritised based on how well they meet the requirements
set, takinginto consideration competence and efforts toward quality, sustainability,
and health and safety as well as risk function, performance, design and price. Since
alarge part of our environmental impact arises in the supply chain, assessing suppli-
ers based on how they conduct their environmental work is of great importance.

Boundaries
We ourselves are the ones who determine which demands we will place on our
suppliers. Whether the demands are met is determined by our suppliers.

Reporting coversthe supplier agreements signed by the purchasing department.

Responsibility and monitoring

The work onsigning agreements with our suppliers is managed by a central purchas-
ingdivision. The Purchasing Director reports to the SVP for the technical organisa-
tion. The purchasing divisionis responsible for purchases meeting strict require-
ments for quality and sustainability and that they take place at the lowest possible
cost, and for procurement of new suppliers. Prior to every tender, an evaluation of
potential suppliersis conducted based on several criteria. The purchasing division
continually monitors the proportion of new suppliers who have signed the Code of
Conduct for suppliers. Vasakronan works continually to reduce the number of
suppliersengaged and to have all supplier agreements managed directly by the
purchasingdivision.

Social responsibility

102-8 Total number of employees by employment contract (permanent and temporary), and by gender
405-1 Composition of the Board of Directors, management and other employees according to age and gender

Governance and objectives

Environmental requirements for our suppliers — environmental programmes for
development projects, for example — are placed in specific appendices to the agree-
ment. General environmental requirements are summarised in our environmental
policy and in our Code of Conduct for suppliers. The agreements with new suppliers
alwaysinclude the Code of Conduct for Vasakronan's suppliers; as of 2017, all new
suppliers under framework and service agreements will be evaluated as regards the
environment, working conditions and humanrights. Ahead of 2018, atarget was set
forall suppliersto accept our Code of Conduct and we completed several supplier
audits. Refer below to the heading “Outcome” for more information on how the
target was met.

Audits are conducted to check that our suppliers are living up to their commit-
mentsinthe Code and additional specifications, if any. Selection for audit takes into
consideration how much we buy from the supplier, as well as particular risks and
focusareas.

Outcomes

The total number of suppliers engaged directly by Vasakronan totals approximately
2,587(2,632). Inturn, these suppliers often have subcontractors. The number of
subcontractorsis difficult to estimate, since the number per supplier varies drasti-
cally. The suppliers that are primarily engaged are contractors (mainly construction
contractors), consultants (technical consultants and architects, for example), utility
suppliers (electricity, district heating and district cooling), and service suppliers.

Since Vasakronan conducts operations exclusively in Sweden, our suppliers most
oftenarealsobasedin Sweden.

Vasakronan's Code of Conduct for suppliersis applied to all new supplier agree-
ments, and is nowincluded inall supplier agreements signed by the purchasing
division.

In 2018, atotal of two (three) major supplier audits were conducted. In addition
tothese, eight (nine) smaller supplier audits were conducted and one factory visit.
The outcomes of these audits show that the audited suppliers met our environ-
mental requirements in a satisfactory manner.

g s Il 40 woco
ECORMGGRWTH TEQUATES

We want to be acompany that reflects the society we operate in. We believe we will
be more successful if we avoid entirely overly homogeneous groups, since groups
with a more heterogeneous composition are often more innovative, solving prob-
lems more efficiently.

Boundaries

The impact within our own organisation occurs only in connection with recruitment
of new employees. Reporting covers only individuals employed at Vasakronan, and
not individuals who perform work under conditions similar to employment.

Responsibility and monitoring
The work ondiversity and equal treatment is managed by the company’s SVP for
Human Resources, but responsibility for creating groups marked by diversity and
for noemployees being discriminated against lies with the respective directors.
Any cases of discrimination are captured by one of the following channels:
employee surveys,immediate supervisors, the HR division, union parties, the com-
pany's Compliance Officer or our external whistle-blower function.
Toensure that nounreasonable differences in pay occur at Vasakronan, wage
surveys are conducted annually. The survey is performed by a third party to ensure
the highest possible level of objectivity.

Governance and objectives

Allemployees and job applicants will be treated equally, and no discriminationis
permissible. Women and men must be given equal opportunities for development
and advancement, as well as equal pay for equal work. The purpose and goal of
efforts around equal treatment are summarised in an equal treatment policy that
clearly explains that all the company’s operations must be free from discrimination
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and harassment. In addition, thereis aninternal Code of Conduct for employees and
Board members.

Priorto 2018, atarget was set for the entire operation that all employees should
know how to prevent discrimination and harassment. Targets for increasing the
number of employees with non-Swedish backgrounds were also set. See more infor-
mationontargets and fulfilment on pages 134-135.

Outcomes

At 31 December 2018, the number of employees was 309 (349), of which 308 (343)
were permanent employees and the remainder ontime-limited contracts. One
employeein the organisation had a part-time contract. Allemployees are covered
by collective agreements. Of these employees, 309 (274) were salaried employees
and none (75) were employed under a collective agreement at year end. At the end
of the year, around 230 consultants were employed in operations. Of these, about
half were hired in as external project managers in new construction and renovation
projects. Other consultants were hired primarily as replacements for existing per-
sonnel, for example in connection with parental leave or sick leave. In addition to the
consultants hiredin, contractors are engaged for project operations. As the extent
of these contractors varies markedly over time, no estimates have been made of
their proportions.

Fromthe 2018 salary survey, it emerged that women earned 90% (99) of what
men earned. The decrease was mainly due to the technical organisation being reor-
ganised during the year and to a skills shift. The organisational changes mean that
the average salary for those menremaining at the company increased somewhat
year-on-year. Moving forward, efforts will increasingly focus onidentifying unwar-
ranted pay differences and taking actions.
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Agedistribution

M <29,7%(7)
W 30-49,54%(53)
 >50,39% (40)

Age distribution among all employees.

Distribution, women and men

Allemployees Management Team Board

00

B Women, 46% (46)
M Men, 54% (54)

B Women,46% (42)
= Men,54% (58)

B Women, 56% (44)
W Men,44% (56)

Distribution, women and men

Stockholm Gothenburg

O

®m Women, 38%
W Men, 62%

Atthe end of the year, the number
of employeesin Gothenburgwas 47.

W Women,47%
= Men,53%

At the end of the year, the number
of employees in Stockholm was 193.

Oresund

O

B Women, 46%
m Men, 54%

Attheend ofthe.year, the number
of employees in Oresund was 35.

Uppsala

W Women, 53%
o Men,47%

At the end of the year, the number
of employees in Uppsalawas 34.

Share of employees with a non-Swedish background, 2018
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Share of employees with a foreign background in Vasakronan 2018 compared
with non-Swedish background in the population (20-67) in the same locations.
Source: Statistics Sweden

Share of employees with a non-Swedish background, 2017
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Share of employees with aforeign background in Vasakronan 2017 compared
with non-Swedish background in the population (20-67) in the same locations.
Source: Statistics Sweden
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414-1 Percentage of new suppliers that were screened using social criteria

§ o
ECORMCGRINTH

o

Inorder to successfully conduct our operations, we need to engage suppliers of
various types. Each purchase must be conducted with professional correctness,
objectivity and honesty while observing good business practice. Additionally, pur-
chasing must take place through competitive procurements where suppliers and
tenders are assessed and prioritised based on how well they meet the requirements
set, taking into consideration competence and efforts toward quality, sustainability,
and health and safety as well as risk function, performance, design and price.

Boundaries
We ourselves are the ones who determine which demands we will place on our
suppliers. Whether the demands are met is determined by our suppliers.

Reporting coversthe supplier agreements signed by the purchasing department.

Responsibility and monitoring

Thework onsigning agreements with our suppliers is managed by a central purchas-
ingdivision. The Purchasing Director reports to the SVP for the technical organisa-
tion. The purchasing divisionis responsible for purchases meeting strict requirements
for quality and sustainability and that they take place at the lowest possible cost, and
for procurement of new suppliers. Prior to every tender, an evaluation of potential
suppliersis conducted based on several criteria.

The purchasingdivision continually monitors the proportion of new suppliers
who have signed the Code of Conduct for suppliers. Anumber of agreements are
not signed by the purchasingdivision, however, which iswhy it is difficult to estimate
how many agreements and suppliers have the relevant environmental requirements
intheir contracts. Vasakronan works continually to reduce the number of suppliers
engaged and to have all supplier agreements managed directly by the purchasing
division.
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Governance and objectives
Throughits Code of Conduct for suppliers, Vasakronan places demands on its sup-
pliersregarding such aspects as working conditions and humanrights. The agree-
ments with new suppliers always include the “Code of Conduct for Vasakronan's
suppliers;”asof 2017, allnew framework and service agreement suppliers will be
evaluated as regards the environment, working conditions and human rights. To
reinforce the opportunity for employees or external parties to anonymously report
suspicions of breeches of laws and regulations regarding working conditions or
humanrights, thereis a whistle-blower function. Vasakronan’s Compliance Officer
(whois also the General Counsel) receives and investigates the reports that come
in.Since 2015, there has also been an external whistle-blower function to provide
the opportunity for reporting suspicions of any impropriety to an external party.
Audits are conducted to check that our suppliers are living up to their commit-
ments inthe Code and additional specifications, if any. Selection for audit takes into
consideration how much we buy from the supplier, as well as particular risks and
focus areas.

Outcomes

Vasakronan’s Code of Conduct for suppliers is applied to all new supplier agree-
ments, and is now included in all supplier agreements signed by the purchasing
division.

In 2018, atotal of two (three) major supplier audits were conducted. In addition
tothese, eight (nine) smaller supplier audits were conducted and one factory visit.
The outcomes of these audits show that the audited suppliers met our work envi-
ronment and human rights requirements in a satisfactory manner.

No suspicions of deviations from laws or regulations regarding working condi-
tions or humanrights were reportedin2018.

VASAKRONAN ANNUAL REPORT 2018



403-2 Types of injury and rates of injury, occupational diseases, lost days,

and absenteeism, and number of work-related fatalities

SUSTAINABILITY

g sumoun § i
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The health and safety of our employees is of the greatest importance, since sick
leave leads both todirect costs in the form of sick pay and to indirect costs in the
formof loss of output and unnecessary human suffering.

Boundaries
Itisthe employers' responsibility to ensure a good physical and psychosocial work
environment. Therefore, alot of impact arises within the organisation. However,
someimpact arises outside the organisation since other factors alsoimpact employ-
ees’health. As the employer, we can help prevent ill-health by, for example, offering
wellness activities, such as massage, an exercise subsidy and an active personnel
associationthat offersinteresting activities. The greatest impact from the perspec-
tive of accidents occurs outside the organisation at the construction work sitesin
our project activities.

Reporting covers sick leave and accidents concerning persons employed at
Vasakronan. Thereis also an ambitionto report accidents at our construction
work sites. Auniform system for this reporting currently does not exist, but will
beintroduced.

Responsibility and monitoring

The SVP for Human Resources is responsible for providing access to measures that
promote health and the opportunity for rehabilitation. The respective directors are
responsible for reviewing employees’ work situations, since a portion of sick leave is
related to burnout syndrome.

Theregional SVPs are responsible for the company’s project development, and
thereby also for the working environment for the contractors operating at our con-
struction work sites. The equivalent responsibility for operation and maintenance
contracts lies with the technical organisation.

Monitoring of sick leave and long termiillness absence is conducted monthly, over
arolling twelve months. The number of workplace accidents is monitored ona
yearly basis.

Governance and objectives
Greatemphasisis placed on activities that promote health, such as preventing
workplace accidents and rehabilitating people onlong-term sick leave. Vasakronan
offers healthinsurance to all its employees.

Incidents and accidents are reported in the “Kris ochincidenter” (Crisis and incident)
tool, which currently covers only Vasakronan's employees.

Asregardsthe contractors operatingonour construction work sites, requirements
forwork environment and safety are setin our contractor agreements.

Inaddition, work is in progress onimproving the routine for reporting accidents
andin 2018, it wasincluded as acompany-wide goal. Refer to pages 134-135 for
more information.

Outcomes

Total sick leave in 2018 amounted to 1.9% (3.1); the distribution by region and gen-
derisshowninthediagram below. In 2018, atotal of four accidents were reported
for Vasakronan’'s employees, of which two were near misses, which mean that no
injury was sustained. None of the reported injuries resulted in any absentee days.
For those projects completed during the year, a total of six accidents over the dura-
tionof the projects were reported. In these cases, noinformation has been provided
by the contractors regarding any absentee days the accidents may have led to.

Sick leave 2018
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416-A Measures taken to maintain a high level of safety
and security in and around properties

K

Itisimportant for everyone to feel safe and secure intheir local surroundings. As
employers, our tenants want to ensure that their employees have a safe workplace
and a safe commute. Thisis becoming anincreasingly important issue when select-
ing premises.

Boundaries
Impact occurs withinthe organisation as a result of the fact that this indicator per-
tains to measures we ourselves have taken.

Reporting coversonly the measures Vasakronan takes.

Responsibility and monitoring
Theresponsibility for ensuring that day-to-day safety routinesinand around the
properties is maintained lies with the technical organisation.

In connectionwith project development, responsibility lies with the respective
regions for taking action at the start, during the planning of new construction and
renovation projects.

Governance and objectives

Vasakronan continually takes measures to create a safe, secure environmentinand
around our properties. Animportant part of this work is creating a mix of offices,
commerce and leisure, thereby creating a more lively environment during the eve-
nings as well. In addition, measures are taken in administration to increase lighting
indarker areas such as parking, or in the area around our development properties.

Other measuresinclude pruning trees and bushes to create better visibility, review-
ing security alarms and introducing safer entry systems.

Vasakronan's long-term objective is for the design of our properties to contribute to
the safety, security and health of our tenants. Ahead of 2018, the goal was to carry out
atleast 50 measures to create security inour properties and our development projects.

Outcomes

QOver theyear, numerous measures were implemented in all of Vasakronan’s regions
toincrease security inand around the properties. Examples in the existing portfolio
include improved lighting, more frequent security patrols, pruning of trees and the
preparation of astrategy for camera surveillance.

Purple Flag certification continued during the year of the areas Fredstan, Nord-
stanand LillaBommenin Gothenburg. Purple Flagis a collaboration with the Swed-
ish Property Federation that aims to showcase sites that have successfully worked
toimprove safety and access, and that also offer adiverse selection at night.

Inits project activities, Vasakronan focused right from the design phase on having
the areaperceived as being secure and safe. For example, in project Sergel in Stock-
holm City, Malmskillnadsgatan will transform from what was previously adark back
street that people avoided at night to a central inner-city street with adynamic and
vibrant city life. The area will contain restaurants, cafés with outdoor seating, stores
onthe ground floor and housing on the upper floors, which will create round-the-
clock activity and security. Another part was removing unsafe alleys, dark sections
and narrow staircasesinthearea.

Measures taken to increase accessibility to public transportation and local services &

Asaproperty owner, being able to offer premises with good connections to public
transportation and proximity to various types of social services isimportant.

It facilitates daily life for our tenants and contributes to areduced climate impact,
whichwill be increasingly important when choosing location.

Boundaries
Impact occurs within the organisation as a result of the fact that this indicator
pertains to measures we ourselves have taken.

Reporting coversonly the measures Vasakronan takes.

Responsibility and monitoring
The organisations for project development in the respective regions are responsible
forensuring during the planning phase that we choose to develop properties with
good public transport links and create conditions for a mix of different operations
inthe property. The transaction divisionis responsible for including access to public
transportation and local services when considering any potential acquisition. The
regions are responsible for ongoing dialogue with municipalities and public transpor-
tation companiesinterms of factors such as tour frequency and locations of stops.
Monitoring of the effect of the measures occurs in continual dialogue with our
tenants and through the surveys of travel habits performed in conjunction with
environmental certification of our properties.

Customer satisfaction

Governance and objectives

We work continually on ensuring that the properties we own are located so that
public transportationis already good, or where there are plans to expand it. We are
alsoworking actively ontryingtoimprove public transportation with regard to fre-
quency and locations of stops.

Many of our properties are located in city centres where the level of local services
isoftenalready high. We also own properties in more peripheral locations, where
we work actively onensuring that thereis avaried offering of restaurants and cafés,
gyms, hairdressers and other types of services that our customers demand in prox-
imity to their workplaces. We also offer access todry cleaners and shoemakers in
many of our properties.

Outcomes
InUppsala, Vasakronanworked actively over the year with the Municipality of
Uppsalaand Akademiska Hus to plan stops for forthcoming tram traffic to Uppsala
Science Park where around 140 companies and government agencies operate.
InGarda, in Gothenburg, Vasakronanis working together with other property
ownersintheareatoexpand Vasttrafik's public transport servicesto the area.
Inthe same area, Vasakronan expanded the range of local services during the year
through lettings, including one to arestaurant. Moreover, electrical charging sta-
tionswereinstalled in the square in Garda.

Tosucceed at the task of a high level of return over the long term, a high level of cus-
tomer satisfactionis a must. The more satisfied the customers, the greater their
loyalty towards us.

Boundaries
The results of customer surveys pertain to our own evaluation of our tenants’ satis-
faction.

Responsibility and monitoring

Customer initiatives are managed by the company’s four regions, and the regional
SVPs have overall responsibility for customer satisfaction. Customer satisfaction
surveys are carried out regularly to monitor how we are perceived and to identify
areasforimprovement. This occurs primarily through Vasakronan’s own customer
survey, Tyckom Vasakronan, whichis conducted at the beginning of every year,
and also using event-governed customer surveys.
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Governance and objectives
Tohave satisfied customers, good customer relations are needed. This work includes
routines for communication, meetings and surveys for monitoring.

Outcomes

Thelatest survey was conducted at the beginning of 2019, where the outcome was
ascoreof 76 (76) for offices and 73 (75) for shops. The scale of the survey is from
1to 100, where ascore of atleast 80 corresponds to a grade of Very good.
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SUSTAINABILITY

Auditor’s Limited Assurance Reporton
the Sustainability Report and Opinionon
the Statutory Sustainability Report

To the annual general meeting of shareholders of Vasakronan AB (publ), Corp.ID 556061-4603

Introduction

We have been engaged by the Group Management of Vasakronan AB
(“Vasakronan”) to undertake a limited assurance engagement of
Vasakronan's Sustainability Report for the year 2018. The Company
has defined the scope of the Sustainability Report on page 112 inthe
Annual Report 2018. The Sustainability Report also constitutes the
Statutory Sustainability Report.

Responsibilities of the Board of Directors and Group Management
The Board of Directors and Group Management are responsible for
preparing the Sustainability Report, including the Statutory Sustain-
ability Report, in accordance with applicable criteria and the Annual
Accounts Act. The criteria are described on page 112, and consist of
the parts of the framework for sustainability reporting published by
GRI (Global Reporting Initiative) that are applicable to the Sustainabil-
ity Report, as well as the accounting and calculation principles that the
Company has developed. This responsibility includes the internal con-
trolrelevant to the preparation of a Sustainability Report that is free
from material misstatements, whether due to fraud or error.

Responsibilities of the Auditor

Our responsibility is to express a conclusion on the Sustainability
Report based onthe limited assurance procedures we have per-
formed and to provide an opinion on the Statutory Sustainability
Report.

We conducted our limited assurance engagement in accordance
with ISAE 3000 Assurance Engagements Other than Audits or Reviews
of Historical Financial Information published by IAASB. Alimited assur-
ance engagement consists of makinginquiries, primarily of persons
responsible for the preparation of the Sustainability Report, and
applying analytical and other limited assurance procedures. We have
conducted our examination of the Statutory Sustainability Reportin
accordance with FAR's recommendation RevR 12, The Auditor’s Opin-
jion on the Statutory Sustainability Report. Alimited assurance engage-
ment and an examination according to RevR 12 have adifferent focus
and a considerably smaller scope compared to the focus and scope of
anaudit inaccordance with International Standards on Auditing and
other generally accepted auditing standards.
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The audit irm applies ISQC 1 (International Standard on Quality Control)
and accordingly maintains acomprehensive system of quality control
including documented policies and procedures regarding compliance
with ethical requirements, professional standards and applicable legal
andregulatory requirements. We are independent in relation to
Vasakronan in accordance with professional ethics for accountants

in Sweden and have otherwise fulfilled our ethical responsibilities in
accordance with these requirements.

The procedures performed in a limited assurance engagement and
anexamination accordingto RevR 12 do not allow us to obtainsuch a
level of assurance that we become aware of all significant matters that
could have beenidentified if an audit was performed. Consequently,
the conclusion based on a limited assurance engagement and an
examinationinaccordance with RevR 12 does not provide the same
level of assurance as a conclusion based on an audit.

Our procedures are based on the criteria defined by the Board of
Directors and Group Management as described above. We consider
these criteria as suitable for the preparation of the Sustainability
Report.

We believe that the evidence we have obtained is sufficient and
appropriate to provide a basis for our conclusion below.

Conclusion
Based onthe limited assurance procedures we have performed,
nothing has come to our attention that causes us to believe that the
Sustainability Report is not, in all material respects, prepared in accor-
dance with the criteria defined by the Board of Directors and Group
Management.

A Statutory Sustainability Report has been prepared.

Stockholm, March 25,2019

Ohrlings PricewaterhouseCoopers AB

Helena Ehrenborg
Authorised Public Accountant

Fredrik Ljungdahl
Sustainability Expert
Member of FAR
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IMPACT REPORT, GREEN FINANCING

Impact Report - green financing

Vasakronanissued the world’s first green corporate bond in November 2013,
and remains the largest issuer of green bonds in Sweden. In 2018, Vasakronan
launched arevised and expanded framework, which encompasses all debt
instruments. The framework has beenreviewed by the Center for International
Climate Research (CICERO) and has received the highest rating, Dark Green.

Vasakronan's total investments approved for financing with green bonds totalled
SEK 24.3billion (14.2) at the end of 2018. Of these, SEK 23.4 billion (13.8) com-
prised investments in existing properties, of which SEK 5.5 billion (5.1) consisted
of properties that had previously undergone new construction or redevelopment.
Investment in ongoing projects totalled SEK 0.9 billion (0.4).

In 2018, Vasakronanissued SEK 7.4 billionin greenbonds and SEK 2.0 billion in
greencommercial paper. The total volume of green bonds and commercial paper
outstanding at year end was SEK 16.8 billion (8.0), equivalent to 28% (14) of the
totalinterest-bearingliabilities.

Properties account for nearly 40% of energy consumption in Sweden. Continuing
thework onreducingenergy consumptioninour properties is therefore self-evident
tous. Through investments and close collaboration with our tenants, we have man-
agedtohalve our energy consumption since 2009, and by providing our properties
with renewable or climate-neutral energy we have reduced our carbon dioxide
emissionsin Scope 1and 2,and emissions from air travel in Scope 3 by 98% since
2006.

Large amounts of materials are used in new construction, redevelopment and
leasehold improvements of properties. The materials used in our projects give rise

tomajorenvironmental and climate impact when they are extracted and produced,
and in addition generate considerable transportation needs. That is why it is import-
antto reduce the amount of material used and to use renewable raw materials, and
recycled or reused material to much greater extents. In addition, we need to ensure
that the materials used do not contain hazardous substances that are spread into
indoor environments or into ecosystems outside our buildings. That is why all the
material built into our buildings is always evaluated and documented. The Byggvaru-
bedémningen systemis applied in this work.

Large amounts of waste arise in new construction and renovation projects, and
alarge portionof that waste currently goes toincineration or landfill. We also take
care of large amounts of waste from our tenants’ operations. Frequently, we are the
ones who determine how well the waste is sorted since we are responsible for the
waste recycling facilities in the buildings. The EU waste hierarchy governs our work
with both types of waste, and the goal is to minimise landfilland incineration and to
increase the proportionthatisrecycled or reused.

Water consumptionis animportantissue fromaglobal and alocal perspective.
Vasakronan uses water from municipal systems, and even though no shortages
have yet ariseninthe locations where we operate, we are working continually on
monitoring and on cost-efficient measures to reduce consumption. Low water use
isalso aprerequisite for environmentally certifying buildings with high ratings.

Eachyear, the company prepares business plans and financial, environmental, and
social goals are set based on these business plans. For more information on our envi-
ronmental goals for 2018 and how well we achieved them, refer to page 134.
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Criteriaunder the framework

As abasis for the selection of assets that can be financed with Green Finance Instru-
ments, thereis aframework that has been reviewed by the Center for International
Climate Research (CICERO), a Norwegian climate researchinstitute. Since 2017,
Vasakronan's framework also allows for investments in existing properties. The cri-
teriato be met for financing an existing property is that the building must be certi-

IMPACT REPORT, GREEN FINANCING

Approved investment amount green bonds,
31Dec2018,SEKm

fied according to LEED for existing buildings on a Gold level or higher and have an Eligible investments in ongoing projects 852
energy intensity below 100 kWh/sqg. m. per year. Existing properties 23,444
The financing of new construction and renovation projects requires that they be - of which previously new construction and renovation projects 5,489
certified accordingto LEED for new construction or renovation at Platinum level, Total di " : ¢ 24296
or BREEAM-SE at Outstanding level, and have an energy intensity 25% below the otalapprovedinvestmentamoun ?
National Board of Housing, Building and Planning’s guidelines (BBR requirements). Volume outstanding, green bonds 14,865
The framework and CICERO's report can be found at www.vasakronan.se. Volume outstanding, green commercial paper 1,971
Vasakronan has aspecial account for transactions attributable to the issue of R . di " " " 7460
greendebtinstruments. If the approved investment amount is less than the volume €maining approved investment amounts ’
of greendebtinstruments outstanding, Vasakronan has undertakento place a cor-
responding amount in this special account. At year end, the approved investment
amount exceeded the volume of green debt instruments outstanding, and the
account balance was therefore zero.
Ongoing new construction and major renovation projects forming basis for investment
Estimated Estimated
Energy Energy reduction emissions
performance(F), intensity BBR?, inenergy avoided (annual), Waste, Materials,
Property Location Certification kWh/sq.m. kWh/sq.m. consumption, % tons kg/sq.m. kg/sq.m.
Kronasen 1:1 (Hubben)? Uppsala LEED Platinum (F) 30 115 74 465 1,018
Hilton 7% Stockholm LEED Platinum (F) 50 80 38 107 -
Priorn 5 Malmé LEED Platinum (F) 33 45 27 130 -
Kronasen 1:1 (Celsius) Uppsala LEED Platinum (F) 51 96 47 284 -
Total 41 84 51 986

1) The project is financed in part by green bank loans via the NIB. See page 30, for more information.
2) Maximum permitted energy intensity under National Board of Housing, Building and Planning guidelines.
(F) = Forecast

Waste and materials are not reported for the Hilton 7, Priorn 5 and Kronasen 1:1 (Celsius) projects, as these were not completed as of 31 December 2018.
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IMPACT REPORT, GREEN FINANCING

Existing properties forming basis for investment

Energy Energy Reduction Reduction

performance, performance, inenergy inclimate  Waterintensity,

kWh/sq. m. kWh/sq.m. consumption impact (annual), m3/sq.m.

Property Location Certification at31Dec2018  at31Dec2009V 2009-2018,% tons? at31Dec2018
Lorensberg45:16 Gothenburg LEED Gold 82 126 35 111 0.24
Heden22:19 Gothenburg LEED Gold 62 102 39 577 0.20
Heden42:4 Gothenburg LEED Gold 81 125 36 386 0.83
Inom Vallgraven 11:6 Gothenburg LEED Gold 90 114 21 362 0.62
Inom Vallgraven 20:14 Gothenburg LEED Gold 73 135 46 132 0.51
Inom Vallgraven 33:10 Gothenburg LEED Gold 74 102 28 60 0.36
Inom Vallgraven 59:14 Gothenburg LEED Gold 91 104 12 176 0.46
Inom Vallgraven 61:11 Gothenburg LEED Gold 91 108 16 178 0.49
Gullbergsvass 16:1 Gothenburg LEED Gold 89 113 21 358 0.32
Gullbergsvass 1:16 Gothenburg LEED Gold 69 81 14 586 0.28
Bjornen 1 Malmo LEED Gold 90 122 26 125 0.24
Kaninen 32 Malmo LEED Gold 60 124 52 168 0.39
Magnus Stenbock 4 Malmé LEED Gold 95 119 20 153 0.23
Nereus 1 Malmé  LEED Platinum 73 124 41 440 0.20
Priorn 2 Malmo LEED Gold 91 1083 12 149 0.59
Jungmannen 1 Malmé LEED Gold 81 133 39 97 0.13
Bylgia 1 Malmo LEED Gold 75 125 40 235 0.10
Uggleborg 129 Stockholm  LEED Platinum 66 127 48 796 0.49
Rosenborg 39 Stockholm ~ LEED Platinum 54 105 49 453 0.35
Riga?2 Stockholm LEED Gold 47 104 55 525 0.35
Hekla 1 Stockholm LEED Gold 31 62 50 242 0.24
Albydal 3 Stockholm LEED Gold 72 89 19 143 0.25
Tre Vapen 2 Stockholm LEED Gold 93 115 19 438 0.19
Dragarbrunn 24:5 Uppsala LEED Gold 91 145 37 609 0.51
Modemet 1, Hus 8% Stockholm LEED Platinum 34 105 68 763 0.36
Dragarbrunn 18:9 Uppsala LEED Gold 86 168 49 333 0.27
Dragarbrunn 28:5 Uppsala LEED Gold 66 80 18 471 0.45
Dragarbrunn31:1 Uppsala LEED Gold 84 125 33 870 1.07
Kvarngardet 1:19 Uppsala LEED Gold 70 189 63 295 0.37
Hammarby Gard 12 Stockholm LEED Platinum 72 94 23 85 0.39
Kurland 11 Stockholm LEED Gold 78 127 38 52 0.51
Skjutsgossen 8 Stockholm LEED Gold 68 111 39 132 0.38
Total 74 116 36 10,500 0.39

1) Pertains to the properties’ energy intensity as of 31 December 2009, alternatively the energy intensity at the time the property was acquired. In the case of newly constructed or renovated properties, the highest permit-

ted energy consumption under the BBR requirements at the completion date has been applied.

2) Pertains to the difference between the annual GHG emissions that the property would have had in 2018, without improvement to the energy intensity (compared with 31 Dec 2009) or agreements for renewable/climate
neutral energy, and the property's actual emissions in 2018 (based on measured energy consumption in 2018 and taking into account Vasakronan's renewable/climate neutral energy agreements).

3) Properties that underwent new construction or renovation, and were financed over the course of the project in accordance with the criteria for new construction and renovation projects. After the project was finished,
the property was reclassified to the existing properties category. As of 31 December 2018, these properties comprised SEK 5.5 billion out of a total SEK 23.4 billion. For further information, see Other information.

Other information

The Impact Report has been prepared in accordance with the guidelinesin the
framework for Green Finance Instruments. The framework was produced in accor-
dance with the Green Bond Principles, and has been reviewed by CICERO, the inde-
pendent climate and environmental researchinstitute. The framework is available
atwww.vasakronan.se. The environmental datareported was produced in accor-
dance with the same principles and methods as the Sustainability Report and is
shownonpage 112.

Investments in new construction and renovation projects corresponded to the
amount that as of the balance-sheet date had beeninvested in the property. Existing
properties are recognised at market value. The market value is updated mid-year
and atthe end of the year in connection with external evaluations being performed.
Reporting of market value and amounts invested follows the accounting policies
indicated on page 83.

The emissions reported for existing properties pertain to emissions attributable
toenergy consumptionin buildings after taking into consideration the agreements
contracted by Vasakronanwith the respective energy suppliers. Tenant electricity
isnotincludedinenergyintensity and the emission calculations.The Existing prop-
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erties category includes properties that previously underwent new construction or
renovation, and were financed over the course of the project in accordance with the
criteriafor new construction and renovation projects. In connection with the com-
pletion of new construction or redevelopment, an evaluation was conducted against
the criteria set for investment in existing properties. Reclassifying a property from
new construction and renovation projects to the category for existing properties
requires that the new build or renovationis reported to the Board of Directors, that
final certification has been obtained and that energy intensity has been measured
over at least arolling twelve-month period.

Inaddition to funding with green commercial paper and bonds, Vasakronan has
greenunsecured loans with the Nordic Investment Bank and the European Invest-
ment Bank that totalled SEK 4,827 million at year end. The loans will finance the
redevelopment of Sergelhuset in central Stockholm, the Platinan new build in
Gothenburg, the new build of Kronasen 1:1 (Hubben) in Uppsala and the new build
of Hilton 7 in Stockholm. The aimis for these properties to achieve LEED Platinum
certification.The percentage of green funding consisting of green bonds, green com-
mercial paper and green loans increased during the period to 35% (20) of the total
debt portfolio.
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Priorn wasstartedin2017 and
will comprise 13,000 square
metres of offices. The property is

located afew minutes walk from PRIORN
the Triangeln’s railway station.
Afew examples of environmental
measures:

New build

e Environmental certification LEED
Platinum

¢ Projected energy intensity of 33 kWh/sqg.m.,
whichis 27% lower than the regulatory
requirement

o Installation of geo-energy plant to supply
the property with heating and cooling

e Solar photovoltaics

® Greenroofs

¢ Parking and other facilities for bicycles
o Electric vehicle charging stations
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Celsius was started in 2018 and will
comprise 10,000 square metres of
offices and advanced laboratories.
The building is being raised at
Uppsala Science Park and will
provide workplaces for around
600 people. The largest tenant will
be the National Food Agency, which
will lease around 8,000 square metres.
Afew examples of environmental measures:

e Environmental certification LEED
Platinum

® Projected energy intensity of 51 kWh/sg.m.,
whichis 47% lower than the regulatory
requirement

o Water saving by catching rainwater to
use for flushing toilets

e Solar photovoltaics

Bohusgatan was builtin
1984 andislocated by Heden
incentral Gothenburgwith
GATAN good publictransportation
Renovation links. The property was reno-
vated from 2013-2018. Afew
examples of environmental
measures:

BOHUS-

e Environmental certification
LEED Gold

o Anaverage energy intensity of 62 kWh/sq.m.

e Parking and other facilities for bicycles,
including recharging stations

e Tree planting and green facades

o New external sunshades to reduce solar
irradiation and cooling needs
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Bjornen 1 onSédraForstads-
gatanin central Malmé was built

in 1903 using period architec- =
ture.In2001, the property un- BJORNEN 1

Existing

derwent a major renovation and
today it contains office and retail
premises. The property is located
walking distance from Triangeln’s
railway station. A few examples of
environmental measures:

e Environmental certification LEED Gold
o Anaverage energy intensity of 90 kWh/sq. m.
¢ Improved ventilation and anew fan room
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Skjutsgossenin ssdermalm,
Stockholmwas constructed from
SKJUTS- 1942-1944 and initially contained

GOSSEN 8 aclothing factory. The property

Existing was renovated and modernised
from 2009-2010. The building is
located close to Mariatorget’s metro
station. A few examples of environmen-
tal measures:

e Environmental certification LEED Gold

o Anaverage energy intensity of 68 kWh/sq. m.
e Solar photovoltaics

o Electriccarrechargers

e Parking and other facilities for bicycles

Oxen,or Dragarbrunn 28:5,
comprises anumber of build-
ings. The oldest sectionis
OXEN from 1889 and one of the
other sections was builtin
1948 and houses the Uppsala
City Theatre. The property is
located in central Uppsalaonly a
few minutes walk from Uppsalarail-
way station and withineasy reach of a
plethora of local services and public transpor-
tation links. A few examples of environmental
measures:

Existing

e Environmental certification LEED Gold
e Anaverage energy intensity of 66 kWh/sq.m.
o Parking and other facilities for bicycles
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IMPACT REPORT, GREEN FINANCING

Auditor’s Limited Assurance Report

on Green Finance Investor Report

To the annual general meeting of shareholders of Vasakronan AB (publ), Corp. 1D 556061-4603

Introduction

We have been engaged by the Group Management of Vasakronan AB
(“Vasakronan”) to undertake a limited assurance engagement of
Vasakronan's Green Finance Investor Report (“the Investor Report”)
fortheyear 2018. The Investor Report consists of pages 128-132in
the Annual Report.

Responsibilities of the Board of Directors and Group Management
The Board of Directors and the Group Management are responsible
for the preparation of the Investor Report in accordance with the
applicable criteria, as explained on page 128 of the Annual Report
and consists of the parts of Vasakronan’s Green Finance Framework
which are applicable to the Investor Report, as well as the accounting
and calculation principles that the Company has developed. This
responsibility includes the internal control relevant to the preparation
of an Investor Report thatis free from material misstatements,
whether duetofraud orerror.

Responsibilities of the Auditor
Our responsibility is to express a conclusion on the Investor Report
based onthe limited assurance procedures we have performed.

We have conducted our limited assurance engagement in accor-
dance with ISAE 3000 Assurance Engagements Other than Audits or
Reviews of Historical Financial Information. A limited assurance engage-
ment consists of makinginquiries, primarily of persons responsible for
the preparation of the Investor Report, and applying analytical and
other limited assurance procedures. A limited assurance engagement
has a different focus and a considerably smaller scope compared to
the focus and scope of an audit in accordance with International Stan-
dards on Auditing and other generally accepted auditing standards.

The audit irmapplies ISQC 1 (International Standard on Quality
Control) and accordingly maintains acomprehensive system of quality
control including documented policies and procedures regarding
compliance with ethical requirements, professional standards and
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applicable legal and regulatory requirements. We are independent
inrelationto Vasakronan in accordance with professional ethics for
accountantsin Sweden and have otherwise fulfilled our ethical
responsibilities in accordance with these requirements.

The limited assurance procedures performed do not enable us to
obtain such alevel of assurance that we would become aware of all
significant matters that might be identified in an audit engagement.
Consequently, the conclusion based on a limited assurance engage-
ment does not provide the same level of assurance as a conclusion
based onan audit.

Our procedures are based on the criteria defined by the Board
of Directors and the Group Management as described above. We
consider these criteria suitable for the preparation of the Investor
Report.

We believe that the evidence we have obtained is sufficient and
appropriate to provide a basis for our conclusion below.

Conclusion

Based onthelimited assurance procedures we have performed,
nothing has come to our attention that causes us to believe that the
Investor Reportis not prepared, in all material respects, in accordance
with the criteriadefined by the Board of Directors and the Group
Management.

Stockholm, March 25,2019

Ohrlings PricewaterhouseCoopers AB

Helena Ehrenborg Fredrik Ljungdahl
Authorised Public Accountant Sustainability Expert
Member of FAR
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Financial targets 2018

Target fulfilment 2018

Atotalyield of at least 6.5% per year
and on average over arolling ten-year
period.

The total yield was 12.5% for 2018, and 10.0% on
average over the latest ten-year period. Read more
on page 34.

Atotalyield of at least 0.5 percentage
points higher than the industry per
year and on average over arolling
ten-year period.

The total yield for the industry was 10.4% for 2018,
and 9.1% on average over the latest ten-year period.
Read more on page 34.

Anincrease in net operating
income for comparable property
holdings of 5% compared with 2017.

Net operating income for comparable property
holdings was 6%. Read more on page 64.

An occupancy rate of at least 93.5%
atthe end of 2018.

The occupancy rate was 93.1% at the end of the year.
Read more on page 63.

A 10% decrease in the percentage of
premises with long-term vacancies.

The percentage of premises with long-term vacancies
was on par with last year.

The cost of leasehold improvements
in conjunction with new

office lettings should average less
than SEK 3,000 per square metre.

The cost of leasehold improvements in conjunction
with new office lettings declined to less than
SEK 2,454 per square metre.

Price changes in conjunction with re-
negotiations should exceed the result
for 2017 of 10.6%.

Price changes in conjunction with renegotiations
totalled 12.4% (10.6).

Environmental targets 2018

Target fulfilment 2018

Energy intensity to be improved 3%
compared with the results for 2017.

Energy intensity increased to an average of 103 kWh/
sg.m. (100) at year end due to the extremely hot
summer and cold winter. Read more on page 18 and
pages 117-118.

Increase the percentage of buildings
with environmental certification.

The share of environmentally certified buildings
increased to 85% (84). Read more on page 121.

60% of the buildings should have an
energy intensity of less than 100
kWh/sq. m.

At the end of the year 47% of the buildings had an
energy intensity below 100 kWh/sq. m.

At the end of the year, 65 solar photo-
voltaic systems were in operation.

At the end of the year, 55 solar photovoltaic systems
were in operation. Read more on page 118.

Introduce new solutions to cut peak
loads.

Over the year,anumber of new solutions were imple-
mented to cut peak loads. During the year, a strategy
for adaptation of ventilation was prepared, among other
actions. Moreover, Vasakronan has entered into a col-
laboration to prepare control algorithms for heating.

Increase reuse of materials in con-
struction activities.

In 2018, the amount of reused materials was 51 tons
(116). The year-on-year decline was due to reused
material in project Sergel, where volumes are unusu-
ally high, being included in the outcome for the pre-
cedingyear.

Decrease the amount of construction
waste generated.

Waste from renovation projects averaged 77 kg/sq. m.
(43). The outcome refers to the Board-approved
projects that were completed during the current year.
No new construction projects were completed during
the year. Read more on pages 120-121.

We have specified the use of
renewable fuel for the transportation
of materials and waste in all new
Board-approved construction proj-
ects.

During the year, supplements were made to
Vasakronan’s internal policies for projects with the
requirement of using renewable fuel for transporting
material and waste for all new major projects.

All Board-approved new construc-
tion and renovation projects report
their use of building materials.

All new construction and renovation projects that
started in 2018 have begun to report on their use of
materials in the project.

Increase the percentage of green fi-
nancing.

The share of green financing increased and was 35%
(20) at year end.

Better rankingin the global
sustainability survey, GRESB.

Vasakronan raised its number of points in GRESB, and
was ranked as the most sustainable property com-
pany in Europe within the office segment.

Targets 2019

Atotalyield of at least 6.5% per year
and on average over arolling ten-year
period

Atotalyield of at least 0.5 percentage
points higher than the industry per
year and on average over arolling
ten-year period

Anincrease in net operatingincome
for comparable property holdings of
6% compared with 2018

An occupancy rate of at least 94% at
the end of 2019

A 10% decrease in the percentage of
premises with long-term vacancies

The cost of leasehold improvements
in conjunction with new office let-
tings should average less than SEK
2,900 per square metre

Price changes in conjunction with re-
negotiations should exceed 9.5%

Targets 2019

Energy intensity to be improved 3%
compared with the results for 2018

60% of the buildings should have an
energy intensity of less than 100
kWh/sq.m. and year

At the end of the year, at least 70 so-
lar photovoltaic systems should be in
operation

We have completed at least eight
projects that have led to areduction
inenergy consumption

The share of tenant waste sent for
incineration has decreased

Waste generated from project devel-
opment activities must decrease

We have used recycled material in
atleast 10 leasehold improvements

We have set requirements for the
reporting of the share of renewable
fuel used for transportation in all new
Board-approved projects

All Board-approved new construction
and renovation projects will report
their use of materials

At least half of financing should be
green

The share of properties certified in
accordance with LEED Gold or higher
should have increased

Better ranking in the global sustain-
ability survey, GRESB
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Social targets 2018

Target fulfilment 2018

Allemployees actin accordance
with our values and comply with
our internal Code of Conduct.

The year’s employee survey showed that 98% of the
employees know our values and 88% believe they
permeate our operations.

Allemployees know how to
prevent stress and contribute
to agood work environment.

In this year’s employee survey, the psychosocial index
(PAI) scored 82, compared with the benchmark of 77.
PAl evaluates the psychosocial work environment
with the aim of identifying early signals of any work-
place factors that could lead to ill-health.

Allemployees know how to
prevent discrimination and
harassment.

The scorein this year’s employee survey regarding
whether the workplace was free from discrimination
was 97 out of amaximum of 100. The benchmark
was 92.

We have carried out at least
50 security measures in our
properties and projects.

Some 60 security measures were carried out at our
properties and projects during the year. Measures
implemented included improved lighting, pruning of
trees, more frequent security patrols and increased
surveillance. Read more on page 126.

All suppliers accept our Code
of Conduct and we have
completed more supplier audits.

Vasakronan’s Code of Conduct for suppliers is applied
to all new supplier agreements, and is now included

in 100% of the supplier agreements signed by the
purchasing division. A total of 11 (12) supplier checks
were conducted during the year.

Our projects will issue correct and
uniform accident reporting.

Efforts continued in 2018 with the implementation of
an accident reporting methodology and will continue
in2019.

Increase the percentage of women
and the percentage of employees
with foreign backgrounds.

The percentage of employees with aforeign back-
ground was 13% (14) and the percentage of women
was 46% (42) at the end of the year. Read more on
page 123.
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TARGETS AND FULFILMENT

Targets 2019

L]

L]

All employees act in accordance with
our values and comply with our inter-
nal Code of Conduct

Our employees feel that stress levels
at work are reasonable and that they
have an opportunity to recover
between workdays

Allemployees perceive that our work-
places are free from discrimination

We have completed another 50 secu-
rity measures in our properties and
projects

We have assessed at least 50 of our
suppliers with respect to compliance
with our Code of Conduct

Uniform accident reporting at our
major projects

Increase the percentage of employees
with foreign backgrounds
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taking the lift is good for your
health and the environment. But if we are
honest, how much fun s it to walk up a drab,
white staircase? At Mdster Samuelsgatan 56
in Stockholm, some of Sweden'’s best street
artists have transformed each floor into an
urban art gallery, # WayUpArt, which makes
the effort worthwhile.




QUARTERLY OVERVIEW

Quarterly overview

Amounts in SEK million Q42018 Q32018 Q22018 Q12018
INCOME STATEMENTS

Net sales 1,712 1,673 1,690 1,643
Operating expenses and property administration =277 -256 -255 -280
Maintenance costs -26 -25 -28 -29
Property tax -127 -126 -137 -137
Ground rents -29 -46 -30 -41
Net operating income 1,253 1,220 1,240 1,156
Earnings from services 0 - - -
Central administration =31 -19 -28 -23
Result from participations in joint ventures 161 -2 1 -1
Net interest -230 -277 -265 -271
Profit before value changes and tax 1,153 922 948 861
Change invalue of investment properties 3,959 900 4,084 1,708
Change invalue of financial instruments -157 162 32 -24
Divested/impaired goodwill -16 -10 0 -36
Profit before tax 4,939 1,974 5,064 2,509
Tax -939 -347 184 -482
Profit for the period 4,000 1,627 5,248 2,027
BALANCE SHEETS

Investment properties 138,934 134,303 133,518 128,339
Equity 60,271 56,279 54,652 53,404
Interest-bearing liabilities 61,087 61,244 62,315 58,903
Total assets 145,201 140,469 140,123 135,382
KEY METRICS

Property-related information

Closing area, thousand sqg. m. 2,372 2,382 2,400 2,400
Closing number of properties 174 176 180 176
Closing market value of property, SEK m 138,934 134,303 133,518 128,339
Net investments, SEK m 707 -115 1,095 -244
Closing economic occupancy rate, % 93.1 92.8 92.9 92.8
Surplus ratio, % 73 73 73 70

Financial metrics

Closing average interest rate, % 1.6 1.7 1.7 1.7
Average fixed-interest tenor, years 4.7 4.4 4.2 4.3
Interest coverage ratio for the period, multiple 6.0 4.3 4.6 4.2
Closing equity/assets ratio, % 42 40 39 39

Other metrics
Closing number of employees 309 310 312 314
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FIVE-YEAR OVERVIEW

Five-year overview

Amounts in SEK million 2018 2017 2016 2015 2014
INCOME STATEMENT

Rental revenue 6,718 6,490 6,251 6,009 5,899
Operating expenses and property administration -1,068 -993 -981 -998 -982
Maintenance costs -108 -110 -105 -106 -112
Property tax -527. -544 -544 -474 -492
Ground rents -146 -165 -162 -157 -141
Net operating income 4,869 4,678 4,459 4,274 4,172
Earnings from services = - - - -
Central administration -101 -97 -87 -88 -93
Result from participations in joint ventures 159 -3 -3 -1 -1
Net interest -1,043 -1,165 -1,152 -1,121 -1,256
Profit before value changes and tax 3,884 3,413 3,217 3,064 2,822
Change invalue of investment properties 10,651 7,973 12,056 10,212 3,519
Change invalue of financial instruments 13 468 -764 598 -2,956
Divested/impaired goodwill -62 -26 -18 -71 -21
Profit before tax 14,486 11,828 14,491 13,803 3,364
Tax -1,584 -2,559 -3,019 -2,859 -642
Profit for the year 12,902 9,269 11,472 10,944 2,722
BALANCE SHEETS

Investment properties 138,934 126,875 115,922 103,894 91,889
Equity 60,271 51,377 46,117 41,245 35,094
Interest-bearing liabilities 61,087 58,421 55,240 50,750 46,839
Total assets 145,201 132,283 122,056 109,786 97,184
KEY METRICS

Property-related information

Closing area, thousand sg. m. 2,372 2,430 2,426 2,509 2,509
Closing number of properties 174 179 179 180 185
Closing number of apartments 1,169 1,168 1,161 1,164 1,163
Closing market value of property, SEK m 138,934 126,875 115,922 103,894 91,889
Closing market value, SEK/sg.m 58,573 52,212 47,783 41,409 36,624
Netinvestments, SEK'm 1,407 -2,980 -28 1,753 1,243
Acquisitions, SEKm 594 1,049 58 916 4
Divestments, SEK'm -2,521 -612 -2,121 -1,387 -1,574
Investments in projects, SEK m 3,335 2,543 2,035 2,224 2,813
Closing rental value, SEK m 7,403 7,190 6,949 6,783 6,621
Closing economic occupancy rate, % 93.1 93.1 94.2 92.6 920
Closing surplus ratio, % 73 72 71 71 71
Environmental certification of properties, share of total area, % 85 84 77 71 44
Energy intensity on closing date, kWh/sg. m. 1083 100 110 112 124
Yield, total holdings, % 38 3.9 4.1 4.5 4.7
Value change in the total portfolio, %" 8.5 6.9 11.7 11.1 4.2
Total yield, total holdings, % 125 110 16.3 16.0 9.1

1) Outcome in accordance with MSCI Swedish Property Index.
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FIVE-YEAR OVERVIEW

Amounts in SEK million 2018 2017 2016 2015 2014
Financial metrics

Closing average interest rate, % 1.6 1.7 2.0 2.1 3.3
Average fixed-interest tenor, years 4.7 4.5 4.3 4.3 5.1
Closing interest coverage ratio, multiple 4.7 3.9 3.8 37 32
Closing equity/assets ratio, % 42 39 38 38 36
Closing NAV, SEK m¥ 78,542 68,581 61,333 53416 44,852
Closing NNNAV, SEK m?) 70,823 60,872 55,083 47,927 39,225
Closing debt/equity ratio, multiple 10 1.1 1.2 1.2 1.3
Returnonequity, % 23.1 19.0 26.3 28.7 7.6

Cash flow metrics

Cash flow from operating activities before changes in working capital, SEK m 3,567 3,383 3,137 2,855 2,789
Cash flow from operating activities, SEK'm 3,635 3,468 3,439 3,210 2,902
Cash flow from investing activities, SEK m -1,297 -2,985 23 -1,775 -1,273
Cash flow from financing activities, SEK m -1,546 -1,207 -3,616 -891 -2,442
Cash flow for the year, SEK m 792 -724 -154 544 -813

Other metrics

Average number of employees 313 345 338 348 356

Closing number of employees 309 349 339 346 353

Basis for key metrics

1) NAV,SEKm
Equity 60,271 51,377 46,117 41,245 35,094
Add back goodwill -1,982 -2,045 -2,071 -2,088 -2,159
Add back derivatives 1,967 2,426 2,925 2,903 3,385
Add back recognised deferred tax 18,286 16,824 14,362 11,356 8,532
78,542 68,581 61,333 53,416 44,852
2) NNNAV, SEK m
Equity 60,271 51,377 46,117 41,245 35,094
Add back goodwill -1,982 -2,045 -2,071 -2,088 -2,159
Add back recognised deferred tax 18,286 16,824 14,362 11,356 8,532
Deferred tax at fair value -5,465% -4,933% -32199 -2,533% -1,672%
Adjustment of interest-bearing liabilities to fair value -287 -351 -106 -53 -570
70,823 60,872 55,083 47,927 39,225

3) Calculated onthe basis of a 25% current tax rate, i.e. 5.5%.
4) Calculated onthe basis of a 30% current tax rate, i.e. 6.6%.
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Definitions

Area,sq.m.
Lettable area, not including garages and parking
spaces on the closing date.

Return on equity, %
Earnings after tax divided by the average of open-
ing and closing equity. Intended as an indication of
thereturnonequity.

Loan-to-value (LTV)ratio, %
Netinterest-bearingliabilities divided by total
assetsontheclosingdate. Intended as anindica-
tion of the company’s financial risk.

Central administration, SEK m

Costsatthe Group level that are not directly
related to property management, such as costs
associated with the Group management team,
property investments, financing and central
marketing.

Yield, total holdings, %

Net operatingincome as a percentage of the sum
of the properties’ opening market value, plus half
of theyear’sinvestments and less half of net oper-
atingincome during the year. Calculated accord-
ing to the same method as the MSCI Swedish
Property Index and pertains to the entire prop-
erty portfolioincluding projects and transactions.
Intended as anindication of the returnon current
earnings from the properties.

Net operatingincome, SEKm

Rental revenue less operating expenses, repairs
and maintenance, property administration, prop-
erty taxand groundrent. Intended as anindica-
tion of the current earnings in property manage-
ment activities.

Energy intensity kWh/sq.m.

The annual total for energy consumption,
adjusted tothe level of anormal year, from heat-
ing, comfort cooling and property electricity,
divided by the temperate area (indoor areafor all
floors of abuilding that are heated to more than
10°C). Reported energy intensity also includes
some tenant electricity and process cooling
which, for technical reasons, is not possible to
remove from the calculation.

Property acquisitions, SEKm

Acquisition of investment properties. Intended as
anindication of the company’s acquisitions during
the period.

Property divestments, SEK m

Divestment of investment properties. Intended as
anindication of the company’s divestments during
the period.

Property category
The primary use of the property based onrental
revenue.

FFO/netdebt, %

Cashflow from operating activities before change
inworking capital for the last 12 months divided
by average interest-bearing liabilities, net. It mea-
sures the portion of the company’s net liabilities
that canbe paid by its cash flow from operating
activities.

Average loan-to-maturity, years

The volume-weighted remaining maturity on
interest-bearingliabilities and derivatives onthe
closing date. Intended as an indication of

the company’s financial risk.

Average interest rate, %

The volume-weighted interest rate on interest-
bearing liabilities and derivatives on the closing
date. Intended as an indication of the company’s
cost of capital.

Average fixed-interest tenor, years

The volume-weighted remaining maturity on
fixed-interest rates oninterest-bearing liabilities
and derivatives onthe closing date. Intended as
anindication of the company’sinterest-rate risk.

Average remaining term to maturity, years
Thetotal contract value of commercial facilities
divided by contracted rent for commercial facilities.

Rental value, SEKm
Contracted rent plus the assessed market rent for
vacant premises.

Investments in existing projects, SEKm
Investments in ongoing projects. Intended as an
indication of the company’s investment volume.

Comparable property holdings

Properties included in holdings during the entire
reporting period, and during the entire compari-
son period. Properties that were classified as
development properties, or that were acquired or
sold during thereporting period or comparison
period are not included.

Addresses and website

VASAKRONAN AB REGION GOTHENBURG REGION ORESUND

Box 30074, SE 104 25 Stockholm Box 11264,SE-404 26 Gothenburg Box334,SE-20123 Malmo
Street address: Street address: Street address:

Méster Samuelsgatan 56 Gotgatan 15 Radmansgatan 16

Tel: +46 856620500

Tel: +46 317434200

Tel: +46 406917100

REGIONSTOCKHOLM REGION UPPSALA CORP.REG.NO.
Box 30074, SE 104 25 Stockholm Box 1050, SE-75140 Uppsala 556061-4603
Street address: Street address:

Méster Samuelsgatan 56 Dragarbrunnsgatan 38 WEBSITE

Tel: +468566 20500 Tel: +46 184892000 www.vasakronan.se
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Contractedrent, SEKm
Total annual rent from contracts in effect as of
the closing date.

Contracted rent by property type
Contracted rent categorised according to the
assigned premises use, for each lease, broken
down as offices, retail and other. The category
“other”includes residential space, parking and
hotels.

Cash and cash equivalents, SEKm

Cash and bank balances, along with current
investments with maturities of less thanthree
months. Intended as an indication of the compa-
ny’s liquidity.

Environmental certification, %

Total area of properties that have obtained cer-
tificationin accordance with BREEAM, LEED or
Miljdbyggnad, divided by the area for the entire
property portfolio,on the closing date.

NAV (Net asset value), SEKm

Recognised equity, adding back goodwill, deriv-
atives and deferred tax. The metric shows the
company’s EPRANAV; refer to the calculation
onpage 138.

NNNAYV (Triple net asset value), SEK m
Recognised equity adding back goodwill and the
fair value of loans, and adjusted for estimated
actual deferredtax. Calculated on the basis of
a30% current tax rate. The metric shows the
company’s actual NAV, refer to the calculation
onpage 138.

Netinvestments, SEKm

The purchase price for property acquisitions,
alongwith investmentsin property projects,
less the consideration received from property
divestment. Intended as anindication of capital
invested in properties.

Net lettings, SEK m

Contracted rent for new lettings during the
period less contracted rent for leases where
notice of termination for move-out was
received during the period.

Profit before value changes and tax, SEK m
Net operatingincome less central administra-
tion, profit (loss) from participations in joint
ventures and netinterest. Intended as an indica-
tionof current earnings inthe operations.

Net interest-bearing liabilities, SEK m
Interest-bearingliabilities less cash and cash
equivalents. Intended as an indication of the
company’s financial risk.

Netinterest,SEKm
Interestincome less interest expenses.

Interest coverage ratio, multiple

Net operatingincome plus central administra-
tion and profit (loss) from participations in joint
ventures divided by net interest. Intended as an
indication of the company’s sensitivity to fluctu-
ationsininterest rates.

Debt/equity ratio, multiple
Interest-bearingliabilities divided by equity.
Intended as anindication of the company’s
financial risk.

Equity/assetsratio, %

Equity divided by total assets onthe closing
date. Intended as an indication of the company’s
financial stability.

Capital employed, SEKm
Total assets less non-interest-bearing liabilities.

Temperate area, sq. m.
Indoor areafor all floors of a building that are
heated tomore than 10°C.

Totalyield, total holdings, %

Sumtotal of yield and change in value, including
projects and transactions. Calculated according
to the same method as the MSCI Swedish Prop-
erty Index. Intended as an indication of the
returnontotal assets.

Total contract value, SEK m
Contracted rent multiplied by the period of
maturity of the leases.

Economic occupancy rate, %
Contracted rent divided by the rental value on
the closing date.

Value change in the total portfolio, %
Value change in SEK, divided by market value
for the entire property portfolio (i.e.including
projects andtransactions at the startof the
period). In the five-year overview, the value
changeisreported according to the same
method as the MSCI Swedish Property Index.
Intended as anindication of the value change
inthe property portfolio.

Annualrent,SEKm
Base annual rent plus indexation and supple-
ments.

Surplusratio, %

Net operatingincome divided by rental revenue.
Intended as anindication of the current earn-
ings in property management activities.

Financial Calendar

REPORTS

Interimreport Jan-Mar 2019 7 May 2019
Mid-year report Jan-Jun 2019 12 July 2019
Interimreport Jan-Sep 2019 300ctober 2019
Year-end report 2019 30 January 2020
Annual Report 2019 March 2020
ANNUAL GENERAL MEETING

Annual General Meeting 7May 2019
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Hubben, a meeting place and innovation hub within
Uppsala Science Park. People are able to meet and
exchange knowledge here. Entrances in multiple loca-
tions make the building accessible and give the park’s
companies the opportunity to be seen and showcase
their ideas. The building encompasses 12,500 sq. m.
andwas opened on 7 February 2018. In addition to the
entrance area with its conference space and restaurant,
there are an additional four floors adapted for offices
and laboratories.
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